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NOTICE OF ILLEGIBLE DOCUMENT

ON THE MICROFICE RECORD

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

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

Companies House would like to apologise for any ivconvenience this
may cause.

Comzmies House is an Executive Agenty of the Depariment of Trads and Industry FHIARDED FOM EXCHLLERCE
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Alreraft) currently
under dovelopment
Jor entry fnto service
i 1996,

Brpish Aoy ervace 1o Brian s largesy
B £

rsufaceanng Gooup acsdono o
the world's lazgest aosuspace
srganatons The Group has
141,360 employees, had a 1988
wenover of £5 6 billicn, and s the
United Kingdom's Yargest exponier
of manufactured goods In 1983
overseds sales waatled nearly 235
biliion.

The Group operates three core
businesses. Qur defence system
husiness comprises ordnance,

guided weapons, electronic systems

anc military aircraft, Commereinl
aircraft acrivitles encorapass smali
feeder nicliner and business jets as

well as the design and production of
wings for the Airipus Industrie range

of jet arrimers With the 1988

acquisition of The Rover Group plc,

British Aetaspace has also become
the Unites Kingdom's lazgest
manufacturer and expotter of cars
and four-wheel duve vehicles, The
Group also has proven expertise in
space systems and, following its
acqulsition of Rallast Nedam, is
developing its interests in property
development and construction, and
other enterprises.
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sy oot obnloden b avihie nea
Freszdearod b 0 Bovane smnronis
Hthe futiee mansgenentot Aty
Iz dutri gkt wedl b bormaer agacd s e
commeroaally based
RESULTS
Ire Lt prodits iive i reasa G g
eenrd levelod £ 230 mallien dospate the
negatnve impract of the strengthoof
sterling agaonst the dollar upon cur
Lommercrt! Arreni it business
Saleswere it the ghest ever level ol
AR mthoninduding 41,170
nmullivn bor Rover acquired 1 August
Foisfoser Roland 1988 has beenecordy ear bor British 1988 Oversets siles ot &3,481 nallion
Suteth 1 haprman Avrospace inwhich sour Board wok were £ oalftotad siales
major stedegic deenionto enter the Trading prolits it L 31 nutlion
Autsmotn e indusuy with the showedan merease over lasty ear of 49 4
auquisition of The Rover Group ple million wnd included profits fro.n our
The move, whichwaswell supported new businesses, Roverand Ballast
by ourstureholders, auracted much Nedim, Increased wading profits were
medidand political comment. By this achieved from the Military Areraft and
One INkginaive ¢« caisition the Space Systems businesses Trading
- turnover of British Acrospace was protits fell in the Weapaons and
‘ substantially inereased, profitabilin was — Eledronic Systems business and action
e intproved, shaceholders funds almost hus already been taken to reduce the
SRR dothled and British Aerospare became cost bise of that business, Roval Ordnance
©) Britain's most important exporter of has realised its expected [ull vear
! e manufactuced goods, trading profitof £56 milhon in 1988,
e During the vear IHM Government The Commercial Aireraft business
R securedamulti biltion pound results continued to reflect the S
. extension to the Al Yamamah project competitive pressures in intewnational : 1
R with the Kingtlom ol saudi Arabiaand marlies and the weakness of the 1§ }
T signeda Memorandum of dollarand contain a further toss from {
. Understaneding embracing i whole Alebus the effect of which was offset in :
,r_"“ range of militin equipment with the part by improvemenis on British A
Government ol Malay st Sales volumes Aergspace’s ownalreraft programmes,
" contirm British Aerospace as ene ot the We shall continue toseek Fwvourable
, - toremostdetence eguipment opportunities to hedge against
B ‘;‘h,' busmesses in the Western World. exchange rate movements by prudently
':{_. The orderbook torour Commerceial covering forwardand by seeking
Q\ Aireratt businiess, ineliding Airbus, competitive sourcing in US dollars,
N continues increase. British Aerospace The interest charge of £66 million
.4-.-": weleames Daimler Beny s 4 major reflected both the higher leveland cost
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of boro sy pigts

The halance sheet bas bees
siggmificantly strepgthenaed
Shareholdess lunds have segee paed
from & 1,0 19 mullion o &2 B Emudlon
s resultor cecentacguingionsand a
reviluation ot the magorin vithe
Comypany s propens portfolio

Ney liguid sse s smounted o 408
millionatthe ensd of 1088 whilst balnce
sheetnetasservalues were the
equivalent of 828p per share compared
with {Pp per shere it the end of 1987,
DIVIDEND
The earnings pershare this vearisa
record 02p pershare, Accordingly your
Board Is proposing @ final dividend of
13.2p pershare, an increase of 1%, over
1987,

‘This yeur for the first time share
holders will have an opportunity to take
ordinary shares in lieu of the final cash
dividend, which f am sure will prove an
auractive opportunity and will be well
supported,

MANAGEMENT
The strategic thewst of British Aerospuce
is to develop our core businesses onan
international level by o process of
procluct innovation and acquisition. Our
miin business sectors are all growth
wearkets at the international level, Our
mangement task is 10 expleit these
marketsand achieve increasing

arnings for our shareholders. British
Aerospitce isa research, design and
development based manufacturing and
marketing business. All our recent
acquisitlons have been marketand
productdriven,

Innovation and research is atthe heart
of our hushness to ensure that British
Aerospace has the technolegy, the
products and the manufacturing
processes oachieve higher profits in
future years,

FECFLE

Fooypleased towel wne it Creham
D haeman o B necdso wpand,
stace the vearend, Mt Rowne Hamped
aninconing Direanr ol iV whe
Board Iewaswathregretthat

*ir ks Branden Goughresigned trom the
Bosrd in 1988 Wewishlumwell,
together with Mr Hugh Metealte, who
retired atthe beginning ot 1988 alter 30
Vears service.

My thanksare also extendedw all
emplovees forheircontribution to the
pastyear,

FUTURE

British Avrospace enters 1989 inastrong
position. The year 1989 encouragesa
link with history  foritis the 20ith
anniversary of the French Revolution,
the S0thanpiversary of the outbreak of
World War I and the Hith anniversary of
the Thatcheradministration.

For British Acrospace 1989 should be
the year of opportunity, when we couid
prove even move suecessful in the
implementation of our strategic plan o
develop ourbusinesses internumionally,

Tactically the problems facing the
Compiany principally derived from
volatile exchange rates are heing
addressed vigorously and the new
management is in place and working
well.

The Company has astroagbalance
sheet with geod earnings potenual
drawn from a steong product base and all
these factors enuble your Board to feel
confiden as we emerthe 1990s,

fand S h

-

¢ i
Professor Roland Smitl:
15th March, 1989
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AFRPORTS
Tlemomsirating that Ballast Nedeom s not o far
rent o4f from §1s parest British Sscrovpace, the
company e a fong and varied internatfonal track
revard of airfort canstruction

.
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ALARM
Arfannched antl radar mistle being deveioped for
Hut RAY to be nsed o Tory. adoes, ubich can carry
Hpr i wine ¢ fthese advaneed missiis

AMMUNITION SYSTEMY
Kayal Grlnance is the largest volumo producer of
ammunition in Enrope and s a product vange
nnegualled ly any otfer anvriiniton
manf@cieeer i the wordd




4 BOARD OF DIRECTORS

FROFESSOR ROLAND SMITH ¢ fpmmmovd
Frofesaorismshe ned the Drardend bics ace ¢ huoman i 1987 he
1aped it Frodess g amthnd by omen AHepn thy . Proadent
st Egustatle Lo, € hacman of ReaZe sy nteratonad ple goddid
rem Engecnng Gootp ple el dnom exeonwe Threswr

ofaaumberatutber iaduanal and 4 i amvestment eompanies

SIR KENNETH DURHAM Depury Chairman (Now Farcuiee it
A Dipe cep si e 1989, he 15 aged H3 Formedy Chatepnan of
Unileser, he 1s Execuiive Charman ol Woolwaenth Holdwogs ple

and a Director o Deloa tiroup ple and Morgin Greagell

e Wings ple

ADMIRAL SIR RAYMOND LYGO, KCB Chicf Excoutire

A Director sioue 1980, he Jsaged 6% Tormerly Vice Chiel of Navad stafl, he
joined Uritish Aerospace in 1978, became Managsng Director of the Company
in 1983 and Chief Executive m 198%. Chairmun of Batish Avrospave e
Systems) Limued, British Aecospace Emerprises Limited and British
Avrospace Holdings Inc.

D E BUCKNALL Perscrnel Director

A Director since 1986, he s aged 52. Formerly General Manager
polyolefines and Enginecring Plastics Business of 1CI
Petrachenticals and Plastics Division. A Trustee of the Engineening
Euployers Federaton and o member of the Bngineering Industry
Tralning Board.

SIR GRAHAM DAY Chairmean, Kover Group

A Director since 1988, he i3 aged 53, Chatrman and Chiel
Executive of The Rover Group ple since 1986 and pre jously
Chainnur ine Chiel Executive of British Shipbuilders Heis a
Director and Chalrman desigmite of Cadbury Schweppes ple, o
Direetor of The Laird Group ple and MAI Ple.

D G EUSTACE Dircctor of Finance

A Director singe Junuary 1988, he is aged 52. Formerly Director ol
Finance of British Alean Aluminium ple, he joined British
awraspace in 1987 andd became Director of Finance in 1985,

R H EVANS, CBE Chairman, British Aerospace Defestce Companios
A Director shnce 1987, he s aged a6, Joined Geitish Avrospace in

1969, hecame Deputy Managing Director of Military Ajccralt

Diviston In 1986 Appointed Marketing Director in 1987, he

assumed responsibility for the Company's Military Alreralt,

Dymuates and Royal Ordiance businesses in 1989
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ARKANIAN SIOIHFICATION CENTEOR IN¢ ASRAAS ASTOVE,

This stebnddtam, sreaquttred B e 1988 lohased i Adraned short Range Alr o Afr Misstle capable of Rescarchand devolapment stadics of futire

abeketras aoted e ongorged o the cestuniied attaking tarpeis from any direction Heing supersante Adeanced Short Yabe Qff mint Vertloat
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Mo gereratton tn i erboprofi adritner which
fiidos an advanced design of proprelier A total of
¥ baad broon delfiered by the end uf JOY8 Scating
capaciiv i1 72 Frst light 1966
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S GILLIBRAND ¢ beatrman. Cemmoerval dinoraft

A Durecror since 1987, he sy aged 53 Joned Brtish Acrospace n

1654, became progressiveh Danvisional Managmg Directar of

Kingstest Brough D ion, i Weybndge Division and ot (mil

Asrerall Divisiun Chaseman af Brtish Aerospace tCommoscial

Alrerafty Limited and of British Aerospace Ing,

D O GLADWIN, CBE Numw-fixeontive Divu iord

A Director since 1977, he is aged 58, Reglonal seuretany of the

General, Municipal, Borlermakers and allied Trades Union inda

Board member 0f the Post Office Corporatinn

R C HAMPEL NomEvecutire Diregior®

A Director sinct January 1989, he 1s aged 56, A Director of linperial

Chemical Tadustries ple and of Commereial Union Assurance

Company ple.

SIR PHILIP WILKINSON NoaExecutive Directory®
A Director since 1987, he is aged 61, A Deputy Chairman of the

Nautipnal Westminster Bank having been Group Chief Executive

from 1983 10 1987,

| R YATES, CBE Deputy Chief Executive ¥ Engineering)

A Blrector since 1982, he isaged 59. Jolned British Aerospace in
1956, became Divisional Managing Director, Warton Rivision In
1978, Chiel Executive, Afrcraft Group in 1982 and a Depury Chie?
Executive of the Company In 1986, President of the Society of

British Aerospace Companies, 1988/1989,

Secretary and Legal Adviser B Cookson

Compeany Comptrolfer A Smith

Treasurer) D Hanson

Anditors Peat Marwick Mctintock

Brokers Hoare Govent Limled

Registrar Lloyds Bank Ple, Regisinir's Depatiment,
Gorlng by-Sea, Worthing, West Sussex BN12 6DA

*Member of the Audlt Committee  $Member of the Compensation Commitee

\\-;a...

N, + . L % el '\
N
S - ]

e BRI
HAe 125.800
Fast, econamical hustiress et Weer 130 bad koen
delfrercd by the end of 1088, Seating capactiy 5 10
Firsi flight 1983,
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HAe 146.100
Aquict, fuel cfffcicns four turbofan regional
aitliner Designed to aporate fram shart
sembatrsteipg with minimal growund faciitifes Grders
recfved by the end of 1958 amounied 1o 27 Sealing
Lapacity 8293 Flest fifght 1981,
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G Aip sales hase! ipureasedd by
ARY fee
1 1170 million from Riaer from the
Jate 1 avquistion Frading prohicat

A3 11 millint shawsa 33 MUrease

S 8% au M7

Gy er 1987 despitt? the negative efiect

Profits
T Faandnng el

ob 2 weak U8 Jutlar oy our

commercial Aircrafl business.
wititst we continut with out

ol hedging fonvard cuerency
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URPINITC dutlar revenues arising
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sier from sales of (.nmmcrcml Aureratt
are in penerat ipsutticient ia sterling

it lerms to et total costs and thisis

in Ajthus 1ndustrie.

et

produce goad pealits anel pure new
acguisiun Rawer
recard trading profw lor
which &35 million has been

cmmﬁidawd into our restihis as

tan produced 4
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pust acgpisition profit.
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with ratgonaisauen and assoc e
Cost U LU PIOSFUNIES m asdder
e JLange TAle
high reul frerest rates comped
L rEsaLes The casts o these
RragrRunmes e expecied to he oot vred
Dy the release ol surplus property.

o line with out policy o

1o colnntet adserse

pcrimlic-.tllw_. pevalung land and
puildings, the araority of vas UR
Avrasprice propestivs have been
covalued and the resuiing meieas
invalue of 4140 putlion has been
credited 1 reseives. The UR
properties of Rover anid Royal
¢rrdnance atheir
datesof arguisition

sharehohders funeds huve
inereased from &1 010 putlion & the
end ot 198710 £2.113 milion the
end uf 1988, This increase is mainly
aequisition of Rover and

were reviloed a»

Jue o the
the revaluation ol properties. et
frquitd awsels Were & 08 millionat
the end of 1988 compared witlh
<m0~ puition at the end of 1987,

v e -t
- =&
cew N ' N .

“

Bac MOQT
TS frefghhor Ve wctom hew fits from thi: uhtrtigh
oty s haTaLtensis anil capacn of i alrard
Qriders rocefeed by the enid o JUSS amisnnlcd
[ fest flight 198



Mles prer

Duinng the sear e s esied £ 922

Analyus of ternorer

Empluyee masibanad 1 Caparad assets pchudmg Furnoser 2958~ 45 638 million
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Sharoholders

Moditieapon Center and an
eredeed mvestment m Al sern
This substantiaf jy estment
programmge isaimed at secuiing
increased protits tor the fupare
Griven the long reon siatre of ol
businesy it was decided 1o steucture

By business

Military Avrcraft and
Support Services (29 4% }

Weapons & Electronic
our debst pudile accordingly. Ths Systems (23 8%)
we negodated two fixed rate sterling Commercial
Toans., the first of whirh was an Aircrafl (16.3%)
amaunt of £ 150 millicn from the
1 Muotor
European Investment Bank e Vebictes {20.9% )

support our involvement in Aichus.
£50 miltion of this loan is includel
in the Accounts and the remaining
L 100 mitlion was drawn down in
Februgey 1989, Barly in 1989 we
issued & 100 million of Euro-Sterling
Bonds, These loans, together with
medium and short term facilities
from our bankers, dre sufficient (o

FProperiy Devrclopment 1
and Construction (6.8%) °

Space Systems (2.3%)
Other Enterprises (0.5%)

By geograpbical area

Frunds meet the Group's foreseeable needs,
am The acquisition of Rover resulted
L — in an additional 41,000 employees .
tn SRR UK (38.3%)
» (s joining the Group, bringing the total
to 13 L300 (1987 93,000}, The
1750 N f
imporunt ratio of sakes per employey
4,50 e nuiaing an improving tend. Middte East (22.7%)
1
£ 250 Europe (22.5%)
1600 o
o USA & Canada (9.6%)
=513 a0
,r Far East (3.8%)
Stny o
Rest of World (3.1%)
250 ; /‘51,62 =
o *
e N5 8o 87 89 D G Eustace
Pirector of Findance
] A N TN
£ ‘xl'"‘!__ ¥
¢ ! M = q“‘;ﬂ
- oG s oy it R
S/ %
BEOOIHOUSD HRIDGE CONSTRUCTION CARGO SURVEILLANCE SYSTEM
A wobtte anty atrorgft gutded 1 capon sipitablic for The 25km long King Falst Cansen ay fron Saudf Antbsmugriing systems to cnable comtatney,
s aproratton o a comprehensiy e dir defene e Arabia to Babraint, budlt by Ratlase Nodam 0 their rebiuies and alr frotght 1o be examine.Jor
shstemr Mrst it serfoe dee 1958 adales shonled result o 1t elosignt contraband witbant being wntoad:
Job B betug e cffective seeapon 1l the end of e
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Fr wrragng progress has been
ezede patenms of achieving Lne voss
Pa o roduninesic fucs sy,
established 2 1987 In Comitmeresal
Adrcratt. 2 bussiess dommated in
the Us doflar. we have sucueeded n
wansterrng o substanuial prreentage
of supplier Costs o a dotlar hasis
Through changes in wurking

Oursuccess in 1984 can he practices, we have made anportant
measured by our achievement of hey  mnroads pawards reducing final
operational tirgets, our numerons assembly times for buth commercial
product and service milestones snd 2t militagy aireraft. We have also
ourestablishment of 4 sond new significantly reduced our inventory
stractural pattesn for the future of holding; for the BAe 140, for
the business at the start of the example, we bave reduced engine
currentyear we adopted a strategic stock holding by eight weeks, Our
architect’ style of management. productivity gains are equally

In January 1989 following studies encouraging,
undertaken last year we ereated o Our acquisition of Rover, in
new corporate framework for the August, was the most deamaiic
Group within which our evidence of growth through
indepeadent companies can work diversification, Other acquisitions
vigorously to pursue their included the Arkansas Medification
performance objectlves, This Cznter, which puts us into the
approach was endorsed by our profitable commercial aireralt
experience with Royal Ordnance completions market, a share In
following its acquisition in 198>, Reflectone Ine, a US simulation
Accordingly, since Ist January, 1989,  business and the integration of our
our elght separate businesses now December 1987 acquisition of
each has its own Board of Directors Ballast Nedam, the Dutch
and Chairman. This devolution of construction company.,
responsibility from the centre leaves We reached several major new
each of our businesses responsible agreements on key programmes,
for its results and more reaclily including approval of the second
aduptable to its market phase of Project Al Yamamal, This
requirements. The new companies programme, between the Saudi
are profit oriented and capable of Arabian Government and HM
defining their programme of growth Government, 1o whom we are prime
through product and marker contractor, should provide a

development. At the same time, the continuing base of business activity
central management, freed of dayto  to the end of the century. A contract

day detailed management, is now for full development of the
able to concentrate upon longer European Fighter Aircraft (EFA) was
term objectives, signed; we entered into a

N
I " ““'*\_..Au;--g T,
wt o S PP e
“ e gty
GCONCORDE CONTROL SYSTEMS AND FUZES BEAP

The technicel achicrement of this supersonic Cost eflcutive new products include a Vobicle The Experimental Afreraft Programme, developed
alrliner is stiif nivmatc hed. Shice eniering sertvfoe in Intorcom System {VIS) and electronic a rifltery by tho UK and laly, bas been aceepted by the

1976 the ficel has corered more than 1) million Jizes VIS provides tmproved communications and pardfcipating naiians to Prove the technology for tbe

miles conirol betreen the cron of a fighting rebicle. KA,




Operatien of an
rfeciro magncin
ftuncher at the
saf erby Rescarch
Coniry Hristol
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Memorandum of Understanding for
development of TRIGAT anti tank
weapons, and concluded the lunch
ald agreement with HM Government
for the design and development of
the Airbus A330/A340, Major orders
were received for the Tornado and
Harrier aircraft and for vur
suceessiitl BAe 140 quiet jet airhuer.
We sold our 700th 125 Series
business jet and delivered our 200th
Jetstream 31 during the year,

An adequate tevel of research and
development and continuously
reclucing manufacturing costs
establish a virtuous circle of
re-investment and sustiined
competitive edge.

I 1988 the sum of all work of «
research and development nature
funded by the Group and by
customers unuunied  some £600
million. Of this, some £250 million
wis of an innovative nature
including £76 million invested
directly out of profits.

British Aerospace has played a
leading role in seuwing up
collaborative research such as the
EUROMART aeronaudeal research
initiative within the BEC, and the

=y
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“

IR Yares,
Depnaty Chnef'
Executire
tEngmecring)

A

DTI supported Materials 2000
programme, whicl will provide a
primary UK thrust for the
development of new materials well
into the next century,

We are conducting research and
development work into advanced
materials, new compmational
methods, information technology,
new meapagement technigues and
process and manufzcturing
technologies which underpin the
technicai health of the whole
Group, whilst the very advanced
work at the Sowerby Research
Centre is a focus for the longer term
research interests of the Group,

Sir Raymond Lygo
Chief Fxecutive
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FFA
Such of the mifitary atecrdft adi ity i Furope ot cr
the mext deciede v be centred e the Frrspean
Frobtiv Yreraft Targoted for entering st fce m e
wihd 10O A Jadad pf B aireraft is o rsaed fer B
Sfune parbter nottims

EUROPEAN ¢ OMMUNIC STIHONS SATEILITE
Fo s fipt o baen Duedlt by British Aerispiace as prime
¢ sttrae foF toserd o Burop's Bndigeneae (hiee
aptmanteations pefreork Fowrare qoropih in
friil

FIMA
Future tternational Milttary Adirifer is a foinl
Freraprean 1S sty almed at dereloping a
replac e nt fur the Heroudet aned Transall aircraft
it the carly 2000
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DEFENCE SYSTEMS

MILITARY AIRCRAF T
Restricunng asd ratecs theatieon 4
faclines prowcoded akioad s
schiedule and with the tull
Coopeaiion of the workbog e The
chosure of the 8oy hrigge
rmanuiacturng ticolin was
complered three months abead of
time. A new single histness
management aned technical centre at
Wirton was established We ure
making good progress on plans,
annaunced in 1987, w0 improve
effective use of resources,
particularly in the management sreq.
In dine with Group aims of
reducing costs & major drive to
reduce supplier costs has been
Lwnched, Improvements in working
practices have led o cost reducrion
and improved productivity, To
maximise utilisation of factlities, we
have implemented 24 hour
multi-shifting in high capital value
areas, We hine improved
substantially final assembly times
for the Harrler and Tornado
programmes. Additional changes in
working practices were established
during the 1948 pay bargaining
roundl. The pay agreement covers a
two yedr forward period.
Streamlining continued with the
separation ol Aerastructures

.

aord . T
LB 1

Hambie asae sy oxgh g 108y,
B20r the o ni o Brish
Avkrpre Fawpases e long
JOIE LW ORI 0 Lerapiiter baced
techine Jogy jnt

ITINZELN SYSeats
began o show beeepas, Proading a
plathiem fom v wh we espect o
acineve contma-ag planning and
inventery tontn o efhiciencies.

EUROPEAN FIGHTER AIRCRAFT
Formal commitments by the
governments ol the UK, Germany,
Italy and spain ensured the future of
the BFA Programme and led o the
signing of a development contract
with Eurafighter lagdRugreug
GmbH, in which we havea 339
interest. EFA is 1he most significant
European defence project of the
decade and should lead to
production in vur faciories
stretching beyond the year 2000,
Preduction requirements for the
participating nations, along with
export orders, are expected o reach
over 800 aircraft, First Night is
planned for 1991, with air force
deliverics scheduled for 1996,

TORNADO

A new UK commitment for a1
aircrall, ngreed in November,
brought ol firm orders to 947,

s
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GO0
Whr oo steng Holloy s ¢ cmet in I i
vestibattiecn grinebug conndd v il aoeest o hae kgt
ettty e £l s avthein 1OERE 1 Ren I onay he it cn
exttetbor bt Bk o fitfurm

GINAND PEIICLESYATEMS
< aide range af $tems and wih s stcms from
LERHME COIICE P v tors thrasegh Hght cormoer i
vekucls fotle tenou ned 105mm Haht Rtew, P tank
guarand S, 8t and 120mm mortars

HARRIER AV.81
This verston achlores the {mproved peformanc o
capabiltty reuired thrangh adranced
acro dynunriee British A raspurce Fas 40, of the
t el On e aitrfrrmo, sharee with M Donnell
Puongloas
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AL FAMAMLE
The wge ezt Biose § ot
Prowes s AT ¥orarahwothobe Roval
Sauredi Ak Boge e boen fed oo ihe
snuttatien ef detziled ogosintons
tore Pl 2. The RSAF now has full
opesanonal capabstity s Ternado
105 and Hawk Mk 65 aneraft
Debvenes of the Hawk are complete
,Q% r and ADV Phase 1 delivenes begin
this yeas RSAF aircrew and
gronnderew personne] are
beis:ximained in the UK and
Faudi & abia, Flying studems
gradivse fiom PC 9 through
hawk 10 Tornado and

Weapon Systems
Operators train on the
Jetstream *Flying Classroom’
aircraft prior to Tornado. In Juiy, an
Understanding was signed berween
the governments of the UK ana
Saudi Arabin for extended defen..
requirements including the
provision of additional Tornado 1L -
and ADV ajrcraft as well as Hawk
200s. New requirements also
include BAe 1255 and 1465, Ballast
Nedam has been appointed
managing contractor for much of the
construction programme for Al
Yamamalh U,

Frame Jlinnter
Mepgarc! That b
Brarsed Hetisb
A vesfldor
wpanpgemend ani
vorkfores bijore ihe
House £ Commony
Regarding sales and
serrreedo Sand
Arabia, she said, It
5 i success oy that
o it another
powerfird arder
which e welcome ¥

Roval Sandi Alr
Force orders for
Prajels fanore) and
Tornadoos (right}
are expecred o beopy
roduction demarils
bigh for somte

timie to come.
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HUTRL CONSTREICTION HOTO,
ettt Ner it bas Enade o lag spiash in B Aconcagtfora full.va ooerable vepsalbil, sur o
tartbies e, iR a v rlety of ¢arsiriction Taunekss clicde 1 ur feasod Tn 4 a0 prigtisit=)
centtract: porivealarly i the tonroiiioc ke Bt habipudi i B D Simogle e ¥ Vg 10 iR
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HOUSING PROIECTS
Vi wreesil campleiton of this Ballast Nedam
wneinehropecd §u Kuala Lumpar is the cesult of
2anfr wing local knwrlodge und fnternational
VGRS LT experise
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WEAFDNS AND
ELECTRONIC SYSTEMS
S iy formateer i Janoan 1oRs,
the Dy pamics busiitess it fr s
umderg e & penedatosadsa o and
reassessteniof prionies

In Linuary 1969 the Dyvoamis
Division was restructired as
Limited company. Briush Aenispace
{Ovaamics) Lid, The pew siructuse
is expreted to reduge costs and
improve overs! performance A
miar husiness review was
completed in February 1959 and
plans announced for rationalisation
and restructuring aimed at

Teats of thv, shup
fatencind See Sbara
ant iy masile
bare demunstrated
it fow teee! shore
batiery potentiil,

eliminating duplivated facilities,
improving efficiency and realigning
capacity with demand. The Hatfield
and Bracknell sites will be closed
and work progressively ieansferred
0 other sites, The programme, to be
completed by 1990, is essential if we
are to achieve competitiveness and
ensure the future,

Attacks on cost and productivity
will include stronger project
mangement and supervision of
subcontractors, and a reassessment
of our make or buy policy. Product
riinges will be rationalised o
become more market responsive, A
more active propramme of
manigement development, ained at
identilying andl encouraging talent
within the organisation, will be
Introduced, A new managemen,
information system has been

INMARYAT 2
Yevatted getirration iternational maritine
ceamntieiceone sateliite v o woraling Eutostar
Jlaagf s Wetthh e 12 pace has abtd une ihivd of
e ok o7 this fatcrrational profeet

:
Wy

rrplementedd and we ane oo the
process of cits maireng the nembier
abcemputer installatems Losthowe
expect e channel signihcant
ANTENIMANT I Prvate
davelopment programaes such as
the Merlin, Laserlire and Active Sky

Flash projecis

Contracts worth 826 talhon for
developmentof two Thord
Generanon Arts Tank Guided
Weapens (TRIGAT) were awarded
1 b Bagemisatie Pynamics Group,
of which we are 2 nne third pastner.
This fllowed the signing of 2
Memorandum of Understanding by
the UR, France and Germany in
April 1988. During the year, we were
mimed prime contractor for the
Advanced Short Range Air to Air
Missile TASRAAM) programme. This
weapon is being developed 1o megt
A NATO requirenent and Is o joim
project between the governments of
the UK, Germany and Norway.
Project definition has been
completed and a programiae
covering full development and
initial production is now underway,

Rapier Laserfire, our low cost, low
level air defence system, met
performance milestones established
for its current development siage,

it

himmb it

R s
M

Successful firing trials were

export potential,

exporl siles,

INFRA-RED EQUIPMENT
Fhitreudes mrcsto Bnfra-red guidance systems,
Jirzeeaniy atrborne sure Qllatice equttmont sweh o
fom e

completed and a five week
programme of trundling and
mobility tiials across a variety of
terraing was undertaken, The sistem
is expected to have considerable

Firing trials of the ALARM
anti-radar missile development
programme began on schedule with
a successful firing. ALARM is
expected to be in service in time for
projected Tornado updates and

“
e ——

JETSTREAM 31
T b nipboprop Hght brangsort canparter atr, rif
Seatingrapacity 19, excortiee pardon wats 12 aud
corporade version § 1) Iy foe oz of 19885, 213
diroraf had Ween delizoecn Mrst flght 1980
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Leros 1 engine, for
MAaNneonIring
sateliites into orbit,
bas been thosen
by ES4 for
comprehensive
experimental
festing
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America Fay Fastind Europe

FELYSTAD DREDGER

Settew comttissioning i 1986 Hallust Kedam'
Jeoierfid anrel vy hivticated tratling suetho, hopper
dredger Leby: tad ba Boen Busy workdr, Sde <= Nith

ROYAL ORPNANCE

Invirs first full vear as pac of the

Briush Aeraspace Group, Royal

Ordnance consolidad into fous
operational divisions leading to the
creation of strong management
teams. Each operaring division is
responsible fur its own targets, sales,
services and raciopalisation for
market competstiveness, Marker/
product development has been
emphasised.

Given the rge amount of vertical

Integration of the husiness, cost
recluction strate gy has involved u
close examination of the fixed cost
base, During the year, we closed cur
Enfield operation, relocating the
small arms facility at Mottingham.
The closure of Waltham Abbey Is
proceeding an schedule,

We have made substantial efforts
to minimise the impact of the
Enfield ¢losure on the local
community. A comprehensive
pregramme of retraining,
counselling and redepltoynent was
instituted. In addition, we assisted
in the opening of the Enfield
Business Enterprise Centre and
made @ muld-year lunding
commitment to support new
businesses.

A key target for 1988, the
achievement of a five year
agreement with the MoD for the
provision of propellants, explosives
and related proclucts, was signed in
July, worth approximately £400
million. Other milestones included
the launch into the US market of the
MIL9 105mm light gun. This order,
which took several years o confirm,
wis atded by the experience gained
in the Falkland Islands,

I e B n
MAENTRQ
Letumched tn 1983, not edght mode s tn the range
Titted with 13, 16 ana 2041tr0 engivies In the
meddinh bato Atk marks ¥ octor

Mowirgt mardsbenprho only
fully retepreted socke T motor factiae
I Bratas. ve oo IMIs
rummerfzeld hercew, addng
substanualiy go o new propellant
and rocket motor vae expertise We
have alsa entered into a jorn
venture with Ensign Bickford anaie
U5 1o produce explosives for the

North American military and civil
markets. Experlence gained in the
management of this facility will be a
factor in our future acquisitions
strategy. 1988 saw our first small
arms ammunition sale 10 a NATO
couniry with the purchase of five
milllon rounds by Italy,

With the aim of increasing our
export market share, future product
development will concentrate on
overseas customer requirements, We
continue (o examine strategic
alliances with North American and
European companies and will focus
research efforts on explosives, steel
and exotic metals and rocket motor
propellants, Application
development continues to explore
such aress as the increase of muzzle
velocity of prosectiles, for anti-tank
weapoens, using liguid propellants
and electrothermal technology.
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MARECS
Two maritime commumioations sarcllites are in
arbit sureing shipping i the Atlantte and the

Toe St Murtavys
HOH I SOREICe 1
orer 30 countries
Including the 154
His combinasionyf
man portability and
dong range hare
made it an
ouistanding infantry
SUPPOF weahon
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COMMERCIAL AIRCRAFT

Buosant muerher comndinnons,
cembilen e an onr producrs and 4
woll wrgered priaduct range
sontebuted o avedr of record
vrders worth 175 32 1 billjon
Deregulinon of the Canpdtan
market and hberalisatian 1n Europe
simulated the aiclines Air freight
industry demand for _urer, cost
elfective jes grew, Upward
passenger (ffic trends and the
need to reduce airport congestion
buasted demand for Jonger haul,
large «1pacity tinsport,
Nevertheless, ina market that is 08
dollar dominared, with all its
exchange implications, the pressure
to remain competitive is intense, We
have initinted a Performance
Improvement Campaign aimed at
addressing this through reduced
costs and increased productivity,
Inventowy purchiasing is moving to
dollars, through North American
sourcing or more equitable sharing
of exchange risks with UK suppliers.
Inventory s belng reduced. A major
reduction in aircraft build cycles
includes the introduction of
three-shift working arall
Numerically Controlled Machinery
Centres, and has led to cost
reductions in work in progress. We
are also restructuring to reduce
management layers and placing
gredter emphasis on facilities
rationalisation. At the start of 1989,
we became British Aerospace
(Commercial Aircraft) 1id and
re-organised into three
business-accountabie divisions,
reflecting different market
opportunities: Airbus, Airlines and
Corporate. We expect that the new
arrangement will enable us to

©a

¥ 3.3 "

MERETY
Forreiuattiy gutdend hre and furger 8hinm
et qentatr mortar fusnls cory bapw d for mgas 1y

shagpen maket g tvnenss a0

ST AT A0

AIRBUS
Werwere hene ared weth the
(ueen » Anard for TechneJogual
Achievement tor the design and
development of the Airbus A3
wing, which ss recogmeed as the
world’s moss tuel efficient, The A320
wis certificated in Eurepe, Australia
and the US and entered service in
April with Arr France and Briush
Ablrways, Totll customer
commitmnents have reached nearly
00, including 410 firm orders with
16 aircraft delivered in the year,
Inall, the European Airbus
Industrie consortium, of which we
are a 20% participant, won firm
orders for 16™ airceafi. Total customer
commitments now exceed 1,350,
American Alrlines became the first
operator of the extended range A300-
600R and sales of the wide body
A300and A310 reached nearly 450,

t7

Mtridibrand,
schatrman of Briosh
Arrasprag e
tCommeryal
Amrafts tigd

Weare now engaged
wr development of
wings for the Airbus
A340 four engined
long range aircraft

MPTRO
Lot bvd i 198G crirrently 15 mode s i the
range, fittedd nith 1t gind 1 Hdre ct pines enerome
p-lfiees Metroe spldd tee date

i plating

MHLAN
S Man purtiable ante tand mesdde it fir the B gt
ATy oapalde of fre i rating the most adeaned
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S A

Wirig sety for 2 4200 da 28
A3 and 39 A320 were dehverod
substanti vestment in
producnon and tehnical fxcilsties
provided additional space ferr Airbus
wing sub assembly and beuer
tuctory work flow. Prodycovity was
also enhanced with the upgradng
and acquisition of large machine
tools. The bisic design for the
A330/A310 wing was completed and
deraifed design begun, Metal
cutting started in July.

AIRLINES

The 140’s low nofse level and
medium capacry has made irthe
ideal jet aircraft for feeder airlines
operating under environmentitl
restrictions and curfews. Its freight
potential for 24-hour service has also
micle it atrractive to the burgeoning
ale frelgli industry. Both factors
have contributed 1o 145 orders for
the 146 series 100/200/300 from
customers in Europe, North America
anel the Far East,

Our long term commitment with
TNT for 146 QT freighters has now
resulted in firm orders for 23 aircraft,
The planes will go into service
on TNT’s pan-European overnight
express nerwork, which includes
a jolat venture with MALEVY, the
Hungarian state airline, for the first
East-West direct air express freiglu
service, Two additions to the 146
family are the 144 STA, a military
transport versien, and the 16 QT
Convertible, 1 rapidly convertible

-ariant combining airliner and
frelghter roles.

The ATP is growing in popularity,
British Airways ordered eight and
Airlines of Britain Group placed a
sizeqable order for British Midland,
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Legonms and Mamy AT outlestones
srcluded the ackiovement ot a
Furopean sale, 10 LAR of Paegal,
aod full 1 & ceruficauon

Nogthwest Aulinh casrier, Big Sky
Transporation, weh delivery of our
Zidnh Jerstream 31, the first of the
restyled, fugher powered seriesabhe
Jetstream super 31. Repeat Jesstream
orders were received from
customers in the US, Canada and
ltaly and a private Swiss company
ordered the Jetstream for
rransporting UN commumications
personnel in the Gulf The 125
demonsirated continuing popularity
and versarility with additional orders
for a0 gircraft, the majority from the
US. The "00th sale was recarded,
Although primarily 2 corporae
aircrafy, the 125 is seeing increased
military application, The US Air
Force will place six in service for
flight inspection duties and we have
weamed with Rockwell to bid for a
USAY Tanker Transport Training
System potentially worth in excess
of 200 aircralt.

BRITISH AEROSPACE INC

Our American operating subsidiary
provided marketing, customer
support and financial services for
Jetstream 31 and 125-800, taking on
additional responsibilities for 146
and ATP during the vear. Geographic
responsibility grew to Central and
South America and the Carlbbean,
The acquisition of Arkansas Modifi.
cation Center, inJune, added
corporate aircraft completionsto the
service, Bytheyearend, the
Company was supporting more than
900 civil aireraft. Moves are underway
10 co-ordinate US procurement
through the Company,

18

Awr Torenta was o
finc et
Canada to e the

Jenercam sufwr 3

Orders for the
popdar 125800
swere wp by nearly
40%

AT pnutry into
service was followed
by sales in Britain
and Europe.

MONTLGO FSTATES
Lanndhed fn $O84, currently nine modols in the
ranges fitted il 1 6 and 2 0 litre engines
Dicscd engined rerstomslannched tn 1988

MONTEGH
Lawechee i 19R1 currondly 11 models in the
range. fitt. o with [ G and 26 itreengines and
rhrexed dorit atti es MeG Mantega Tueho lan e hed 1
145

NATO Y
Mmitar In desigin to the Mgt F satollites: Provides
moember 0ats of NATO n b seure diffomatic
and milltary communtcations fac i




8t Grabam Pay,
Chairmen of The
Rover Gronp ple

Avis*order for
60,000 Ausiin
Rovers, worth £549
million, is believed
1o be the world's

A dramatic ueddition 1o the Rottordam waterfront 1s
this M storey Mgh ufiice block bt by Haltait
Neduam Jor the Koyl Neidifoyd Gronp

et L1 R g

ROYER

British Aerospace acquized Rover.
ihe UK's largesr sehicla;
manulaciurer, in August 1988, Rover
has retizrned to profit following a
history of losses and produced a
record trading profic for the year of
which £35 million has been raken
into the British Aerospace results as
post-gequisition profit, Rover
currently accounts for 40% of total
UK car production and 65% of all car
exports,

Prior to the acquisition, Rover had
undergone a period of change in
which 18 businesses were divested
4nd management concentrated on
the main passenger vehicle
operations, A singte group
management structuce now covers
all Rover activiiles, with separate
commercial operations for cars and
specialist four-wheel drive products.

NEW PRODUCTS

New models introduced in 1988
included the Rover 800 Fastback
range, the Range Rover Vogue SE
and the family Montep~ Turbo
Diesel saloons and estate cars, In

Jacthites,

A very large, bigh parwer, mulli puspose
communications satollite with diract broadcast

MOTOR YERHICLES

SALES AND PRODUICTION
Conunning performance
amprovenents underpinned
financial fecovery. Warld sales tose
10 525 fi¥bvehicles, with UK
feglstrations up by 10%. 1n August,
new regisuations reached nearly
74,000, 4 15 year high for the month.

Group production roseto 520,000
velhicles, with Range Rover enjoving
2 15% incsease over the previous
record breaking year, Recruitment of
850 employees. ta support a further
10% production increase at Cowley
and Longbridge, is underway,
Manufacturing at Sotihull is ar
record output levels,

The balancing of staff and
hourly-graded employee levels, the
benefits of flexible manufacturing
and automation teck:. Jesand the
centinued commitment of
employees have resulted in a
continuirg rise in productivity.
Based on specific measurements of
manufacturing efficiency, the Metro
facility achieved 62 cars per
employee per year and the Rover
200 facility, 55 cars per employee.

At the specialised four-wheel

biggest order. addition, 18 derivatives of existing drive operation in Solihwull,
cars were launched at the UK Inter- production of 9.5 cars per employee
national Motor Show in October. per year represented a 15% increase
Anew transmission for the Range  in productlvity. Efficiency has also
Rover offers smoother, quieter benefited from initiatives such as
operation and enhanced our minimum Inventory
crosg-country abllity. The vehicle's programmes, which have reduced
position of pre-eminence was our operational cost base.
endorsed by the American Our formal suggestion
publication, ‘Four Wheeler', when it programme at the passenger car
named the Range Rover 'Four plants was described last year by the
Wheeler of the Year' by the largest Industrial Society as one of the best
margla in the competition's history, and most effective in Europe, In
A .
. P
L ‘i// :“‘X\f:"‘.b
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OFFICE CONSTRUCTION OLYMPUS PROFELLERS

iigh tee bnology propellers, such ds the b bladef
Lrropeller wse o by the ATE, witlise the inany years of
experiorce in hisarea
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Forty years and still
rolting One of the
Jirst Land Rorors,
ntroduced in 1948,
andd ity Otk
eHRiressary
doscendant, a 188

wits made in November, the fousnth
two yesr dedl to have been agreed
The previous agreements have
contributed 1o minre than 9y,
dispute free time since 1984, Within
the Land Rever bargaining unit the

N

ERRE SR ke b vy e T et s e e o

remges Heghh spearded can with g
pihrealh advenwed lam
eaaes Mo product developrments
il aivo be anoswmocd for Lang
Rever These aonouncements will
bevisible resulis of maor
mvestmaents in new tacilities,
technologees and working pracuces
whih suppuort new product
programmes, Current and planned
investment programmes total more
than &1 llion aver the next five
vears This continues the investment
programme ingiated in 1980 and iy
expected 1o doubkle by the easly
19908 Long t£rm cross benefits with
British Aerospitce are likelyto be

Technolupically advans.ed b lesed atr difince
Heapol sydens Wil enfor scrvice we the carly 1
il remain in prroduction woll into the peat
wentnry

ferformance to man pp.

Low cent, compact, transpoetable, Sully automat,
ital ared air defonce aeapon nim siporior

medel
final uffer was decisively agreed by demonstrates? in electronles,
employee ballor, materials avd process eehnology,
The knock-on effect of these
FUTURE DEVELOPMENTS investments are likely to be felt
Buring the next 12 months, the S throughout the UK manufacturing
vehicles of o 5.year new produet sector, as Rover spends £2 billion
programme will be announced. annually. Of our 3,000 suppliers 96%
These will include 1 medium-sized are wathin the UK.
S, The Rover Sterling i
3 the flagship of the
Kower car raxge and
3 s prroving
increasingly populas
in many world
L markets, ncluding
the United States,
o teith izs combination
. i of exciting
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RAPIER 2000 RAPIER LASERFIRE RAPIER TRACKED

The lughly moblle Tracked Rapier {5 a vorston of the
Repier fon fevol air dofence sysiom on e tracked
rebicle for the defonce of armonr fn the Jarme §
batticficlit against the bosile helt, opter threar

rable anti-aircraft weapons




PROPERTY CEVELOFMENT AND CONSTRUCTION

BALLAST NEDAM

The acusinoar sf Ballast medam. a
international CunsIa eR Compan.
bas gdded an smpustant new
capability 1o the Group The
compiny, winch employs neasly
3500 people worldwide, has
considerable construction And
engueering exnertise mihe Middle
East, and is well established in Saudi
Arihia. tohas been involved in cwil
engineenng, housing and sirfield
projects and the 25km King Fahd
Causeway linking Saudi Arabiz to
Bahrain.

This experience is of pacticular
relevance 1o che Al Yamamah
projec, which will require
construction of living quarters,
training centres, hangars and other

iy
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RING IASER GYROSCOUPES
Entirzly in honse developmant of ring faser
grrseafe techmology bat epoleed into advanced
stralvdoen warigation systems pitakle for fand,

s, afe and space apflfeationt mediters sixed salpons
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ROVER 200
Rarer 213 hanched In 1984, Bover 216 n 1985
Currently six models in the range, fitied a it 1 3
and 1 Glitre cugines Fhese are bighly sprecificd

gt M A mrgllateoms By o
neas. Pallase hodemonas aopossae d
MANSLNR 4 At of e
L arCten programme, whack s
the biggosTavmsiricion
management contract i the workd
A subrtanual order book ncludes
building projects i the Canbbe,
Far fast and she Netherlands, and
cvil eagineering én the UK, the
Netherlands, Indonesia and the

A Glienncrreen,
Charrmas of Rallast

Middle East, A new service, which Nedam BV
will enable us to offer consultative
services, project management,
construction and engineering, hus
recently been launched.
Ballast Nedam is also expected to
provide a resource 1or our own
property deveiopment and
construsifon réJuirements.
The Zeeburger
Bridge, Holland's
longest
incrertentatly

launched bridge,
Jorms pavt of the ATQ
ring road cast of

2y . : Amsterdam The

v : ‘ : ) ' bridge, & total of

7 - ) 1,185 motresin

longth, showeas s the
company’s
nnoralive

construciion
methods,

ROVER 800 FASTBALK
Lannched tn F988, curreatly seren models in vhe
range, fiited with 2.0 and 2 7 Hire cogines
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Sir Revmand Ly go,
Chatrman of Britisk

SPACE BYSTEMES

British Aetospace éSpace Systems
designs, develops and masyfactures
space systems for commurugations.
earth observaticn and scientific
purposes. To date, we have been
associated wirh more than 85
satellites, We are currenily acting as
prime contractor for nine
communications satellites,
Including rwo further Skvnet 4s for
the MoD, two NATO IVs, four

INMARSAT. the e tianonl
AR (ORI QTL NS
ergatsanen, added atounh sateline
w0 118 exesnng order for a second
RERCIAtIeN Staiem, a hucther arder
for the succe sful Furostar Platdarm,
4 joint proje of with Marra The Mold
avarded a contract, worth 10 excess
of £ million, fora Ground Conuol
Station. Another pew order, from
ESA specifies a second set o solar

‘;‘f:::f:’:f:ﬁﬁ:ﬁf maritime sareitites for INMARSAT areays 1o pawer the joint NASA/TSA

British Aerospace and the European $pace Agency’s Space Telescope

Entcrprives Lid Olympus. As sub-contractot (0 Matea A signiftcant step has beenmade
of Franice, we are supplying satellite  In 1988 to open up a new avenue of
steuctures for France's Telecom 2 as business in providing speddabised
wetl as units for the ESA Hipparcos sameflile services under the Jicence
scientific satetlite. granted by the DTT in October for

During 1988, we were named ong-way {point to multi pint}
prime conteactor for ESA's operation. The start of ¢ (5 new
Coluinbus Polar Platform. This polar  service i planned fior 1989,
orbiting sateltite will carry a variety As part of the move 10 provide
of remote sensing equipment for specialised satellite services we
earth observation. have also pursued collaboration
Three saiellites were launched incleding mvesument, with Orion
from Kourou, French Guiana, Two Netwvork Systems of the USA,
were ECS communications satellites  Agreemeni has been reached on the
for ESA’s Eutelsat programme and specification for satellites for Luunch
are carrying TV distribution and in 1992 10 provide effecuve businese
telephenic equipment, The thira communication using very small,
was the First of three Skyner 4 Earth terrainals,
military communications satellites Olympus ean bandle
which we are supplying to the MoD. teleprbone, daia and
Several new launch equipment TViraffic and a
. rariety of high
products were successfully imple- density
mented, Qur SPELDA unit enabled communications
the Ariane 4 Launch Vehicle to applications,
carry two satellites into orbit simuls
taneously. Ariane £, with a SPELDA
unit, was used twice, ench tme
carrying a British Aerospace satellite
as half its payload. We also supplied
new Ariane 4 launch release gear
in the forin of massive clamps
which support the rocket during
ignition and release it at lift off,
ey ‘L/\ f }
[ Py f\’ﬂl 1] S !1 T
) T A ¥ YRR tats m——
ROVER 80D SALOON S.5CK O SEADART

Fanchn il 33 19055, wtiere Ny CEghi frvushigrons
evecitit e modvlcin ty vasige, fitted 48k 2 6 minl
& Tlire pngr o

irr 3506 trterost i this companty, 1 bloh £ a mafor
Jorce Inn the global softvare market, glroc e bt
Ao 1o iheir experiise

Mhipy bairts dwl, medium range ared defome,
i prFafl tecapon withar @ ship capahitipy
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Boush Aetospace Enterpasee pas
tormed 1o develop the ;markeg
pratentizl of Busness eppotunies
arising fram our technalogy base

Britsh Aerospace Elying College
at Prestwich completed s first
successiul vear with 182 students A
total capacity of 236 students is
planned for mid 19#9. The College
presently rains students sponsored
by British Airways, Gulf Airand

Cathay Pacific, Management is
investigating similar overseas
operations.

British Aerospace simalation
designs and builds simulators as
well as co-ordinating and managing
Groun simulatlon capabliities In
1938, facilhies were opetied m
Samlesbury and Filton, With
Reflectone Ing, an associated US
company, it ts competing fot
number of Us detence contracts and
is pursuing expozt tppostunitics.

Singapore British Engineering
arose from a joint venture signed
with Sheng Li Holdings, the
Singapore Government's defence
industry holding company. 1t will
help market British Acerospace
products in South East Asia and
offers access 1o low cost production
facillries,

Britlsh Aerospace Australia
develops oppOrmnities inthe
e g r~—r+-e 5

OSFACE EMTERFRISES

Austerhian deterite mackets. o 1988,
e AN A ey elvcronwes plaat i
Svdney. i ftch we olda 2%%

snrerest, sued sty completed
pre productivoaests 1twill proaduce
specialised integrated ciccunts using
a sarellite communicanons link

Steinhei] Cpuonik provides
optical sub systems for the West
{erman Mol). The strengthening of
technical and markeying
relntionships with ather Lusiness
entities and the start up of a
programme of electro-optical
prodguct development were notable
achievements. In November, a 30%
shitreholding was acquired in
Competence Center Informatik, a
new systems and software company:,

New ventures included the
assumption of British Aerospace’s
respunsibilities for Wind Energy.
The market for wind turbines is
expected tc develop.

In 1987, a 23% interest wes
acquired in Systems Duesigners, a
software and sysiems house which,
later in 1988, acquired Scicon, also a
systems house, from BP. British
Aerospace supported this move by
subscribing for additlonai shares
under 5 rights issue. Thus, British
Aerospace now owns 23% of a much
larger software/systems company
renamed SE~Scicon.

PLartof the Flyiry
Gollege fight fine at
Prestirick in
Sconand.

-
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SEA HARRIER ERSE
A marithhe vension of the Harrten, the Sea itaricr 3
reconnaliance aridd strike aiecraft My th ¢ et ef
1948, 8y pdroraft bad hoen ordered
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SEASKDEA
Helteopter iqnndbivd anexhip weapon May afe he
fittedl 1o fixed wing maritime patrol afreraft
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CIRECTGHRS BEFORT

The Digedtur present ey Byp-ort,
togerher with the Accovnts, for b
vear ended 33sr Decembes @0t

CARITAL STRUCTURE

The authorised share capital of the
Cempany at 31st December, 1938
was &190,000001 divided into
300,000,000 ordinary shares of $0p
each and one special shace of £1, 0f
which 253,430,994 osdinary shares
anelthe one special share were
{ssned and fully paid. On 14th
Ocrobier, 1988 417,548 urdinary
shares were Issuid pursuant to the
Scheme of Arrangement for the
acquisition or 1+ minority shares in
‘The Rover Group ple and were
allotted 10 7,530 Rover sharehelders
who elected for the shase alternative
provided under that Scheme. Since
31st December, 1988 the exercise of
options under the British Aerospace
SAYE Share Opilon Scheme has
increased the issued ordinary shares
ta 255,828,780 shares.

Since the year end, £100,000,000
10%,% Euro-Sterling Bonds due 2014
were issued and admirted to the
Official List; 2 reference 1o this issue
is made In he Financlal Review.

The number of ordinary shages
shown in the register of members at
31st December, 1988 as
Foreign-held Shares pursuant o
Article 40 of the Compiny's Articles
of Associztion was 35,677.719
{13.97% of the issued ordinary share
capital of the Company) and at 15th
March, 1989 was 36,720,750
(14.35%: . Article 40 contains
provisions which restrict the
aggregate nwaber of Foreign held
Shares at any une time to 15% of the

A

L\‘,L» £ TE
SEA SKUA SHIP LAUNCHED
A new shiplauned o pepton of the stiv Lol Sea
Nhint llf Weat. Anti ship misstle, which b currenily

Buang developod, n the palidand Istands
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STAWQLF
Fully antomatic, raptd response anti atrerafl and
sined misstle missite Deployed ane spcesyfully wsed

e shae capatad Singe the

year < nd 2 Hhaaton b heen
erceeded nd the hollees of such
excess Foreaga held shaces were
notdied o teansterthose shitres s
that they would cease tobe fareign
held.

AX 15th March, 1989 no porsan
had notified the Comapany of an
interest of $%.0r more in the issyed
share capital of the Company.

The Directors are proposing that
the authorbver share capital of the
Lompany be increased o
£170,000,001 by the creation of
20,000,000 additonal ordinacy
shares of 50p each, This increase is
recommended 10 have a reasonable
margin between the authorised and
issued share capital. ,

The Directors are seeking repewa)
of the authority under Anicle 13 of
the Company’s Artictes of
Association, to allot unissued shares
in the capital of the Company and ta
allot such shares for cash as if the
pre emption rights contained in
Section 89 of the Companies Act did
not apply,

The appropriate resolutinns will
be proposed as speciil business a1
the Annual Generul Meeting,

PRINCIPAL ACTIVITIES AND

BUSINESS REVIEW

The principal activities of the Group

are

- the desigh, developrent,
production and sale of military
and commercial aiccraft, weapons
and electronic systems, space
systems, related technologies and
the provision of support services;

- the design, development,
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SEAWOLF VERTICAL LAUNCHED
Verifeal Laveh Seawolf rrovides tessels of 100 tons
upreardds with a rapid resposse adinst e
synchronised ptiacls
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production zid sile of Imoles oo,
cag derived vans and fosi- aiweed
drive vehigles; and

civil capingenmyg. constrction,

propety develvpment and

re Jie! peiivitles,

The Chairman's Statement and (he
Fynaacisl und Business Reviews
avcompanying this Repust give a
more detalled deseription of the
Group's principal products and

usiness activitles darlag the year,
important events affesymg the
Jroup sinee the end of the year and
likely future developments, They
also give an indication of the
Group's activities in the fleld of
research mrd developmens,

Duning the course of the year, the
Company acquired The Rover Group
ple, further information cn which
Gogether with informtiun on
cerrzin other investmem s gl
organilsational changes) 1s given in
the Business Review,

RESULTS AND DIVIDEND

The profit after waxation zttributable
i shareholdars is £156 million and,
subject te approvi of the praposed
final dividend, is cealt with as
shown in the conselidaied profit
and fass arcount on page 34 ot the
Accounts, The Directors propose &
final dividend of 13.2p per erdinary
share which, with the iterim
dividend of 7.4p per ordinary share
paid on 1st November, 1988, makes*
a totzl dividend of 20.6p per
ordinary slutre for the year. The final
dividend, if approved, will be pald
on 5th June, 1969 to shiareholders
registered at the cluse of husiness
on Y4th April, 1989,

Thier $9500ctors are $€0h:03
authuyniy, pPUIsuang 1o Anicle 1254
of the Company’s Articdes of
Assuciatuen, t, uiler 1o sharehalders
the oppontunyy tesrcene new
ordicary shares insted of4be srhole
ot pare of the fingd cash dwsdend for
1988 and funhet 1o offer, if
considered appropriste, the sume
scrip dividend alternauive In lieu of
any dividerl declared or proposed
10 he declared in the period up to
and including the next Annual
Generpl Meeting Detalls of the
presern ofier are contained inthe
Chairman’s letter sent to
shareholders with this Report,
Forms of election for the scrip
dividend will be posted 1o
qualifying shareholders nor later
than 21st April, 1989; such forms
should be read in conjunction with
the instructions contained in the
Chairman's letter. The appropriate
resolution will be proposed as
specia: business at the Aanual
General Meedng.

FIXED ASSETS

Cluanges 1o tangible fixed assets
arising in the normal course ol
business wre detalled in note 14 o
the Accounts. The majority of the
Company's freehold sad leasehoid
Erad and bulldings were revalued as
1t 31st December, 1988, The fixed
aszets of companies acquired stace
the previous revaluation in 1984
huve been included at falg value at
the date of acquisition,

CHARITABLE DONATIONS
During 1988 the Group made
denations in the United Kingdom

,

SINUEATION
Hrittsh Avrospace Siwriation designs and bkl
stomtfattors and Lo-ordhiates aid menages growgs
simiddatian capabilitie;

',

SINCGAPORE BRITISH VNGINEERING
A foint reutire it 8y hg EF Hordings bas
estalslishod British Aeropac e’y engineering foothold
in Singapare and the Soutls East Astan markets

(e A3

SKY FLASH
An advanced medinm range air to air misstie in
opcrational service on RAF Phantoms.ani? Tornado
ARV
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tor charitable purposes amounting
10 £284,000 (1087 £207,000), Ko
contributions were made for
polirical purposes.

PIRECTORS

The names of the present Directors
of the Company are listed on
pages 4 and 5,

On 15th August, 1988 Sir Graham
Pay (Chairman, The Rover Group
ple) was appointed a Director of the
Company, On 17th January, 1989 Mr
R C Hampel was appolnted a

Sir Gidham Dav's existing contract
is with Rover The terms of a new
¢emract hiepween SirGratiam and
the Company are being finalised as
at the date of this Report. It is
intended that the duration of the
new contract will not be jess than 36
months.

The beneficial, including Jamily,
interests in the share capital of tie
Company of the persons who were
Directors durlng the year were as

follows;

JlorDrcomber, 1588¢ st Janiary, 1984°

non-executive Director of the
Company. In accordance with
Atticle 88 of the Company’s Acticles
of Asseclation, Sir Graham Day and
Mt Hampet retire at the Annual

rdiar
Shares of
Sipach

Shame

Ordnary

Sharesof  Share

Gptices Stpeach Options

General Meating and, being
eligible, will offer themselves for
re-election.

On 31st January, 1988 Mr H
Metcalfe resigied from the Board on
his retrement from Company
service, On 12th August, 1988 Mr
C B Gough, the Government
Director under Article 72, resigned
from the Bozard on the acquisiton of
The Rover Group pleasa
consequengcs of Section 389 of the
Companies Act 1985.

The Directors retiring by rotation
at the ninth Annual General Meeting
inaccordance with Article 82 are Mr
B E Friend, Mr D O Gladwin and M
I R Yates who, being eligible, will
offer themselves for re-election.

The unexpired periods, from the
date of this Report, of service
contracts with retiring execurive

Directors are;

§ir Graham Day 6 weeks
Mr B E Friend 9 months
Mr! R Yates 25 moenths

Professor R Smnh 404 - pITE -~
St Kepneth Dutham 290 — 267 -
Slegaymond Lygo 6906 200919 586 122957
D F Bucknall 1,000 82449 1000 47,398
Sir Graham Day 45 - - -
D G Eustace 800  B9,5R8 0] —
RH Evans LRI W) M 565
D E Friend 1500 68945 3500 0805
S Gillibrand - 112065 - 54
DO Gladwin - - - -
C8Gough 937 - i -
H Metcalfe 572 82,600 s 8200
Slr Philip Wilkinson 400 — i09 -
I & Yares 2423 108695 9% TI068

* ot (whete applicable) later date of appolnirazm o1 exrlir
date of retitement,

On his appointment to the Board,
Mr R C Hampel had a beneficlal
interest in 500 ordinary shares of the
Company,

Share options were granted 10
certain executive Directors on 29th
April, 1988 under the British
Aerospace Executive Share Qption
Schieme, exerclsable ata
subscription price of £4.05 per
share normally between 1991 and
1998.

There have been no changes in
the interests of persons presently
Bitectors of the Company between
Jisi December, 1988 (or, where
appiivable, the later date of
appointmant) and 15th March, 1989,

SKYHOOK (VIS)
A proposal for ihe recorery of airborne Harrfer jots
refhirning lo small nar al 1 ossals

SKYNET S
Hritish Aerospace s firfine contracior for ihis
milftary communications satellite for the UK Armeid
Forcey.

SMALL ARMY
Rayal Orilnance produces a range of small arms
and ammtnitton sweb as the Eyftotd Weapon
System wlich is curontly bring delivercd to ihe
itishArmy.
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None of the Directors had any
non-beneficial iriterest in the share
eapinl of the Company during the
year, nor in the perjod from the
year-end 1o 15th March, 1989, The
Baard is not aware of any contract of
significance (other than serviee
consracts or as disclosed In note 7 10
the Accounts) in relation to the
Company or its subsidiaries in
which any Director has, or has had, a
material interest,

EMPLOYMENT

Employee involrement

1988 has seen further development
of the Group's communications
practices which provide the
business awareness upon which
employee involvement can be buil,
The acquisition of Rover brought
into British Aerospace & company
with equal conviction on the value
of such processes 10 business
success and employee job
satisfaction. As the Group has
enlarged, so the importance of local
communications it business level
has been stressed, Communication
plans are widely in place, including
information sheets and other forms
of writien communications,
newsietters, face-to-face briefings
and business based videos, A
number of new and improved
publications were introduced, 1988
saw a further extension of incentive
schemes and other performance
related pay systems which glve
employees the opportunity for
reward through achieving higher
levels of business efficiency.
Suggestion schemes give henefits to
the Group and employees and the
continued development of these

schemes gives increased emplovee
involvement. Joint problem solving
and consulrative forums exist at
many levels inthe Group,
Employment of Bisablod Pursons

A number of the Group's sites
achieved 'Fit for Work’ Awards
during 1988. The Group gives
favourable consideration to
applications from disabled people
for employment and, wherever
practicable, environments and
methods are adapted to Improve
work opportunites. Every effort is
made to find suitable work for
employees who become disabled
whilst in the Group's employment,

"Equal Opportunity

The Group is an equal oppartunity
employer. Subject only ro
considerations of national security,
decislons on recruitment, career
development, training, promotion
and other employmer.. ated
issues are made solely on, - ‘
individual merit and ability. These
principles operate regardless of sex,
marital status, race, colour,
nationality, ethnic origin or
disability. Specizl consideration is
given to those who become disabled
whilst in the Group’s employment,
Health and Safety at Work

A number of the Group’s sites again
received 'Gold Hand’ Awards from
the Engineering Employers'
Federation through achieving
reductions in the numbers of
accidents. Although encouraging,
the Group regards this achievement
as a target to build upon further, The
Group is continuously seeking ways
of improvitg safety performance and
employs specialists In occupational
health and safery 10 ensure that the

SOWERDY RESEARCH CENTRE
Heltish Aerospace s conize for spoctalist teams In
advayeed compriting, optical tecbnlques, Inonan
Jactors aad v ognitii e selence.

SPELDA

These payioad siructures aro for the Ariane 4 serion
of heary spacecraft latnchers, Will enable o lairm A
afiwo spacecraft on the same mission

STEINHEH. OPTRONIK tinthid
Establlshed 150 yoars age, Steinbeil Is a leading
designer and mannfacturer of uptics, optical
systems, electrgoptics and clectranie s VyEtems,
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best practice is followed. Employees
participate in this process through a
structure of safery commiitees and
safety representatives at site level.

In 1988 the Group's Health and
Safety policy was reviewed and
re-fssued (o reflect organisutional
changes and w draw renewed
aitention te the need for continuoys
vigilance.

Following the regrettable
occurrence of Legionnaire's Disease
at the Lostork facllity in 1988, the
Group instigated a thorough review
of precautionary measures at all its
plants,

HOMNQURS

The following Directots and
employees were honoured in HM
The Queen’s 1988 Birthday Honours
and 1989 New Year Honours Lists:
Knighthood

Sir Geaham Day

Sir Philip Wilkinson

OBE

P J Conchie, J A Leiich, RV Pearce,
T Sharples

MBE

P Cave, K G Hodson, G A Rose
BEM

K F B Astle, R G W Brewer

The Queen's Commendation for
Valuable Scrvice in the Afr

AJ Hawkes

COMMUNITY AFFAIRS

The Group's operating units
maintain close relationships with
their lacal communities. The Group
has a community affairs pollcy
designed to support and encourage
these aciivitles, with special
emnphusis on local business and
young people.

The Greup is a mewmber of
Business in the Community {BEC)
and a growing number.of operaung
units directly suppert the work of
BIC and its affilizted organisations.
The Group sponsorts education,
sports and ans events for young
people, and is involved ina wide
range of projects to promote better
understanding berween industry and
education at both a national and
local level,

EMPLOYEE SHARE OWNERSHIP
SCHEMES

The first grant of gptions made in
1983 under the British Aerospace
SAYE Share Option Scheme matured
in September 1988, In the permitted
exercise perlod ended on 28th
February, 1989, 4,360 participarus
exercised options over 4,308,319
shares. At 31st December, 1988
options were held by 11,513
patticipants over 6,243,655 shares
and, st 15th March, 1989, by 11,028
participants over 5,634,659 shares.
Further offers of participation may
be expecied during the life of the
Scheme,

Since appraval of the British
Acrospace Executive Share Option
Scheme by shareholders in May
1985, offers of participation in the
Scheme have been made each year
to selected executives {including
executive Directors). 1n April 1988,
an offer of participation was made
which resulted 1n 23 executives
being granted options ever 626,034
shares at an option price of £4.05
per share nocmally exercisable
between 1991 and 1998, The (irst
grant of options made in 1985
matured in July 1988, since which

te «..,:M?f ioe 3
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tittises an airoraft's radar aliimeter to provide

terrain data for comparion with a dightal niaf
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the ond of 1958 ordersfor 218 aircraft bad been
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date 13 pacticipants have exercised
options over 483,400 shares. As a
result, at 31st December, 1988 and
15th March, 1982 options were held
by 71 executives over 1,894,888
shares,

The Directors are proposing that
the Rules of the fritish Acrospace
SAYE Share Option Scheme and the
Rutes of the British Aerospace
Executive Share Ofition Scheme be
each amended to reflect changes in
the lmits within which options may
be granted. To accommodiie
continulng changes in legislation
and practice, the Directors are also
seeking the general authority of
shareholders to make relevant
changes to each of these Schemes
from time to time provided that such
changes will not alter the basic
structure of the Scheme,
Appropriate resolutions wiil be
proposed as special business at the
annual General Meeting.

Under the Royal Ordnance
Employee Share Oumership Scheme
the Trustee of the Scheme held
164,316 shares on behalf of 13,693
participants at 31st December, 1988
and 164,220 shares on behalf of
13,685 participants at 15th March,

LD RO S I e vt

CLOSE COMPANY STATUS

The close company provisiocs of the
Income and Corporation Taxes Act
1258 do not apply so the Company.

AUDITORS

The auditors of the Company, Peat
Marwick MclLintock, have indicated
their willingness to continue in
office and a resolution proposing
cheir re-appoiniment wilt be putie
the Annual General Meeting,

By order of the Board
B Cookson

Secrelary 15th March, 1989

ANNUAL GENERAL MEETING

The ninth Annual General AMeeting
of British Aerospace Public Limited
Company will be beld at the London
Marriott Hotel, Duke Street, off
Grosvenor Sqtiare, London WI on
Wednesday 10th May, 1989 at

3.00 pmn. The Notice of Meeting,
together with explanatory notes, is
being civculated to shareholders

A i in-englne firo seat suprorsonic rfi craft able to fiy
It all wwearhers, ddy and night, st tiry low ferel,
Proifedes clore alr supporl, eonntes alrsiribe,
Inlerception and reconnaisaree By thoend of
1988, 755 afrcraft bad heon ordered

Fhird gosreralion, anittank misile
aystem—short/mediun range ground tmmiched,
long range vehicle launched and fong range alr
fatrched,

1989. with ehis Report.
‘;\"’M‘\ BAIPELLEAL:
N e D
S T PR e ' e
TORNALIO IDS TRIGAT " ruvNEes

finllat Nedam s strvig iinanse engin cerag
eapaiitily and 1t creative approach to construction
Brobiems, eusures the company is a froni confonder
Jor major infrastructural works Hie those it o
transporiation systems.
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Britisb Acrospace

FIVE YEAR SUMMARY
1988 1587 1980 19835 1984
Lm Am £m &m &m
FROFIT AND LOSS ACCOUNT
TURNOVER 5639 4,075 3,137 2648 2,468
TRADING PROFIT 311 217 217 21 196
PROFIT BEFORE TAXATION,
EXCEPTIONAL AND
EXTRAQRDINARY ITEMS 236 161 182 150 320
Exceptional item - (3207 - - .
Taxatlon (84) 49 (54) (23) (12)
Extraordinacy ftem - - (44) - -
PROFIT/(LOSS! AFTER TAXATION 156 £110) 84 127 108
BALANCE SHEET
FIXED ASSETS 2,506 996 666 531 580
NET CURRENT ASSETS
Stocks 2,037 1,388 1,175 1,090 1,677
Credltors less debtors {1,7200  [1,460) (4,022) {616) (509)
Liquid assets less overdrafis 726 1,073 995 636 399
1,043 1,001 1,148 1,110 958
Provisions and long term creditors (1,117)  (702) (357 (290) (311)
ASSETS EMPLOYED 2,432 1,295 1,457 1,451 1,227
Loans (318) (276)  (237)  (265)  (308)
SHAREHOLDERS' FUNDS 2,014 1,019 1,220 1,186 919
OTHER INFORMATION
PERSONNEL AT YEAR END 131,300 93,000 74,900 75800 75,800
EARNINGS PER SHARE 62.0p (43.9)p 51.4p 56.4p 53.5p
DIVIDENDS PER SHARE 20.6p 187p 174p 15.8p  13.65p
{i:]??t*?:-\\
) |
e b . | IO o - peann
YERSATILE BXBRCISE MINE SYSTEM WIND TURDINE GENERATORS WOLVERING

Provides factlities for the assessmont of the
offectivenuss of ground mine sweeping systems,
Enables the bast tactics ro ba employed for the
cltaranca of stich waapons,

Our experiise in propielier desig and corstruction
1s bolng appied ta wind turbine generafors.
Husiness & developing in the UK and the US.

Woltering is a close area dofence system swebich wilt
provide an effective active defence capabthiy
against the short range ballisiie missile threat. Toe
concept is based on the mature tecknology of the
Vertical Launch Seawolf.



Brittsy Aerospace ,
ACCOUNTS AND NCTES 33

AUDITORS REPORT
Report of the Auditors to the members of
Bratish Aerospace Public Umited Company.

We huve audited the accounts on pages 33 10 56
inaccordance with Auditing Standards.

In our opinion the accounts glve a true and fair i
view of the state of affairs of the Company and of
the Group at 315t December, 1988 and of the
prolit and source and application of funds of the
Group for the year then ended and have been

propetly prepared In accordance with the
Companles Act 1985, W //Z\/’

Peat Marwick McLiniock
Chartered Accountants
London

15th March, 1989
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TURNOVER
]
Cost of sales

TRADING PROFIT

Launching costs

Share of profit of related companies
Net Interest payable

PROFIT BEFORE TAXATION AND
EXCEPTIONAL, ITEM
Excepuonal item

PROFIT/(LOSS) BEFORE TAXATION
Taxation

PROFIT/LOSS) AFTER TAXATION
Dividends

BALANCE TRANSFERRED TO/AFROM)
RESERVES

EARNINGSALOSS) PER SHARE

Brunb Avyospace
CONSOLIDATED PROFIT AND LOSE ACCOUNT
for the vear ended 31s Doegember . 1688

Nete
2
3

2
4

10

The notes on pages 37 1o 56 form part of these accounts

ty

1988
im

5,639
{5,328)

311
(26)
17
(66)

C——

236

236
(80)

156
(53)

62,0p

193
A

4,075
{3,8%8)

217
(a2}

4
{18}

161
{320)

{1593
49

(1103

{47)

(157

(43.9)p



FIXED ASSETS
Tangible assets
Investments

CURRENT ASSETS
Stocks

Debtors

Investments

Cash at bank and in hand

CURRENT LIABILITIES
Loans and overdrafts
Creditors

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT
LIABILITIES

LIABILITIES FALLING DUE AFTER
ONE YEAR

Loans

Creditors

PROVISIONS FOR LIABILITIES
AND CHARGES

CAPITAL AND RESERVES
Called up share capital
Share premium account
Statutory reserve
Revaluation reserve
Capital reserve

Profit and loss account

Approved by the Board on 15th March, 1989

Britesh Acroshase
BALANCE SHEETS
as 2e Ast Decorzher, 1088

Nofe

14

8
19
20

o W
by

27
28
29
28
28
28

Group Company

1988 1987 1988 , 198
m £m £m £m
2,322 936 924 614
184 40 642 374
2,506 996 1,564 988
2,037 1,388 1,180 1,099
1,144 Bi8 753 657
610 624 594 912
197 203 92 160
3,988 3,333 2,019 2,828
81 54 2 2
2,864 2,278 2,308 2,1%7
1,043 1,001 309 G49
3,549 1997 1,875 1,637
318 276 174 112
376 309 327 267

. 741 303 209 231
2,114 1,019 1,165 1,027
128 125 128 125
231 2n 231 221
202 202 202 202
234 91 234 91
894 65 105 105
425 315 265 283
2,114 1,019 1,165 1,027

: : bati ﬂ.\
rrofessor Roland Smith Chairman M A
—
AT
‘__—""

D G Eustace Director of Finance

The notes on pages 37 to 56 form part of these acconunis
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Angsh Avrospace
CONSOLIDATED STATEMENT OQF SQURCE AND

APPLICATION OF FUNDS
for the year ended 31st December, 1983

1988
£m
SOQOURCE OF FUNDS
Profit/(loss) before 1axation 236
Adjustments for kems not invohving the movement of funds:
Depreciation 194
Provisions {68)
Other (16)
Issue of shares under share opticn schemes 13
Disposals of fixed assets 46
Funds from/{utilised by) operations 405
(Increases)/decreases In wocking capital:
Stocks {147)
Debtors 250
Creditors 445
Advances (716)
~ (168)
TOTAL SOURCE OF FUNDS 237
S pyam—) Ay
APPLICATION OF FUNDS
Purchase of net assets in subsidiaries {excluding
cash and loans)* 32
Additions to other fixed assels 490
Taxation paid 55
Dividends paid 49
TOTAL APPLICATION OF FUNDS 626
MOVEMENT IN NET LIQUID ASSETS AND LOANS (389)
COST OF SUBSIARIES ACQUIRED
Fixed assets 1,118
(Capital reserve) /goodwill (849)
Stocks 502
Debtors 616
Creditors (939)
Advances -
Provisions (416)
Purchase of net assets (excluding cash and lopns)* 32
Net cash/(loans) acquired 133
Consideration paid 165

The rotes on pages 37 to 56 forn: part of these acconunls

1087
A

(159}

116
(9
{29

1

57

-

279

229
201
G@77)
40
(172}

345
(88)

257



NOTES TO THE ACCOUNTS

1 ACCOUNTING POLICIES

BASIS OF PREPARATION

The accounts are drawn up under the historical
cost eonveruson ax modsfied by the revalumion
of Jand and buildings.

BASIS OF GONSOLIDATION

The consolidated accounts of the Company
incorporate the accounts of the Company and s
subsidiary and related companies, all of which
were made up to 3ist December,

The results of companies purchased during
the year are incorparated from the date of
acqulsition,

Goodwil! arising on consolidation is writien
off directly agalnst reserves in the year of
acquisition,

TRADING PROFIT

Trading profit is recognised at the tme of sale;
in the case of contracts with extended delivery
programmes, it is arrived at by reference to the
estimated overall profitability of the contract,
Full provision is made for any losses in the year
in which they are first foreseen.

{n arriving at the estimated overall
profitability of contracts with extended delivery
programmes, account is taken of interest
attributed to customer advances as rhese form an
integral part of the contract.

DEPRECIATION

Depreciation is provided on a straight line basis
on the cost or valuation of ail tangible fixed
assets, except freehold land and assets in the
course of construction,

Buildings, plant, machinery, fixwures, fittings
and equipment are written off over their useful
fives, or if teasehold and the term of the lease is
shorter, such shorter term, Buildings erected
specifically and exclusively for a research or
production programme are written off over the
expected life of the programme,

aR

LFASED ASSELS
Assers obigined under finance leases are
included at cost Jess depreciation and the
redated obligations are included in creditors,
Depreciation is based on ihe shorterof the
useful life and the lease term, Finznce charges
are allocated 10 accounting periods so as 1o give
a constant rate of return on the net cash
investment in the Jease. This js a change to the
policy adopted in previous yeurs, when these
assets were not capltalised and the rental
payments were charged 1o the profi and loss
account. Comparative balance sheet figures
have been restated. The effect on the profit and
loss account is not material,

LAUNCH COSTS

The costs of launching a new commereial
aircraft project fali into three principal
categories: design and developmen, jigs and
tools, and education.

Design and development expenditure arises
mainly in the early years of a project and iy
written ofl as incurred as launching costs,
except in the case of cerain Airbus programmes
where such expenditure js olfset by HM
Government {aunch aid.

Expenditure on jigs and rools is incurred after
the decision to manufacture has been taken,

Education costs arise early in the production
cycle of a new aircraft when project skills and
expertise are being acquired and unit costs are
therefore relatively high, They comprise the
excess of such unit production costs over the
level of unit costs anticipated at a more
advanced siage of the production programme,

Expenditure on jigs, tools and education is
carried forward in stocks for amortisation in
respect of each project by reference to an
appropriate assessment of sales, subject to the
status of the project and the overriding concept
of financial prudence. The amortisation of jigs,
tools and education is charged inareiving a1
wrading profit,




NOTES TO THE ACCOUNTS

1 ACCOUNTING POLICIES (CONTINUED)

RESEARCH AND DEVELOPMENT
Expenditure on research and development,
other than that on haildings or specifically
recaverable under contract, is writen off as
Incurred and charged in arciving at trading
profit,

STOCKS

Stocks are stated at the lower of cost (Including
all relevant overhead expenditere) and net
realisable value, Progress payments and HM
Government [aunch ald are deducted,

EXCHANGE RATES
Transactions In overseas currencles ire
converted into sterling at the rates then ruling
and assets and liabilities at the balance sheet
date are transiated into sterling at the rutes
ruling at that date. The resulting gains and
losses are dealt with in the profit and loss
account except where they relate to borrowings
made to hedge future overseas currency
revenues, in which case they are credited or
charged 1o the relevant contract or project, and
carried forward until realised,

The sales and profits of overseas subsidiaries
are translated at the average rates for the vear,
Differences on translation of the net assets of
overseas subsidiaries and related compunies,
arising from the use of exchange rates ruling at
the balance sheet date, 4re taken direct 1o
reserves,

TAYATION

Fewiaon for deferred taxauan is made where
a liability is likely 1o arise in the foreseeable
futigre

AIRBUS INDUSTRIE

As 2 member of Attbus Industrie, British
Aerospace pacticipates i the Airbus cominercial
aircraft programmes. The Company is
responsible for the overall design of the wings,
production of wing boxes and the purchase of
certain composents from other manufacturers,

The Company also shares in the overall
results of Airbus Indusirie, Profits and losses are
shared in proportion vo members' Interests
except that, until the accumulated losses
incurred since the first production phase of the
A300 programme have been fully recovered by
profits, ecach member’s participation in profits is
calculated in proportion 1o the aceumulared
losses that it has borne.

Since the Company’s participation in Aichus
Industrie relates to particular Aitbus production
programmes which are effectively carried out on
a joint venture basis, profits or losses on the
British Aerospace work wre consolidated with
the Company's share in the overall results of
Airbus Industrie in 2ssessing both the trading
profits and the realisable value of work
unclertaken by the Company for Airbus
Industrie. Outstanding amounits relating to the
participation are carried fonward in stocks.




NOTES TO THE ACCCUNTS

2 TURNOVER AMD TRADING FROFIT

Turnover represents the net value of deliveries Overseas sales include sales 1o overseas
made work completed or services rendered related companies under collaboanve
during the vear and includes adjustments arising  contracts, some ot which relate to work on
from the use of estimated prices in previous products delivered to 1he United Kingdom.
FErs.
Turnover comprised: 1968 150"
UK Overseas Treal UK Overseas Total
&m £m LR ] &m £ Am
Millecary afreraft and support services 412 1,247 1,659 52] 1,333 1,854
Weapons and electronic systems 817 524 1,341 684 618 1,302
Commercial afrcraft 160 758 918 33 720 753
Motor vehicles 735 444 1,179 - - -
Property development and construction 5 378 383 - L. -
Space systems . 25 108 133 36 117 15%
Other enterprises 4 22 26 - 13 i3

2,158 3,481 5,639 1,274 2,801 4,075

The geographical disteibution of overseas

sales comprised: 1988 1987
£m £m

Europe 1,271 711
Africa 73 39
Middle East ) 1,280 1,208
Far East 214 229
Australasin G5 32
'3A and Canada 541 562
Central and South America 37 20
3,481 2,801

Trading profit comprised:

Military aircraft and support services 195 155
Weapons and electronic systems 176 198
Commercial aircraft (49) (69)
Motor vehicles 35 -
Property development and construction 17 -
Space systems i2 4
Other enterprises 1 1
Company funded product development {76) (73)
3n 217

Interest atrclbuted o customer advanees which
has been allocated to trading profit amounted to
£143 niillion (1987 £38 million),




MNOTES TO THE ACCOUNTS

3 COST OF SALES
Cost of sales comprised.

EXPENSES

Raw marerials and consumables

Purchases of bought out equipment, components and other
externdl charges

Staff costs {note 6)

Depreclation

Other operating charges

Less:

Increase In stocks of finished goods and work In progress, after
amortisadon of Jigs, tools and educiiion

Qther operating income

Interest on customer advances

Less:
Design and development expenditure included above, charged
to launching costs (note 4}

Included within cost of sales were:

EXPENSES
Operating lease charges:
Plant and machinery
Other, including aireraft
Hire of plant and machinery, other than under operating leases
Company funded product development
Audltors’ remuneration
Interest on finance leases

INCOME
Rental Income from operating leases

4 LAUNCHING COSTS

ATP
BAe 125
BAe 146

‘The amortisation of Jigs, tocls and education has
been charged in arrlving'at cost of sales (note 3).

el

R
- LT



NOTES TO THE ACCOUNTS

41

 NET INTEREST PAYABLE A58 i
) A
Integess receivable and similar ipcome 63 FE
Interest on customer advances aitocated 1o contracts #3) AT
I'ngerest payable-
On bank overdrafts and loans repayable within 9 years (27) 13
On oiher loans (192) (1
(60) {18}
6 EMPLOYEES
The average weckly number of employees,
tncluding executive Ditectors was us follows: 1H3R Wy
Nuwbey Numing
Military airceaft and supprortt services 28,800 30,400
Weapons and electronic systems 32,000 30,500
Corumnercial aircraly 23,500 22,700
Motor vehicles (from acauisttion) 42,300 -
Property development and constiuction 3,860 -
Cpice systems 1,90¢ 2,109
Headquarrers and othet enterprises 1,540 1,360
133,600 86,800
The aggregate payroll cosis of these employees
and Directors were: 1558 1047
£m £m
Wages and salaries 1,383 1,019
Social security costs 111 73
Other pensinn costs 22 48
1,516 1,140
The emoluments, excluding pension
contributions, of higher paid employees of the
Company (other than Directors-see note 7} fell
within the following ranges:
1988 1987 1988 1087
Number Number Numher Number
£30,001 to £35,000 264 128 £70,001 w0 £75,000 1 2
£35,001 to £40,000 123 51 £75,001 10 .£80,000 2 1
£40,001 1o £45,000 55 30 80,001 to £85,000 3 i
£45,001 to £50,000 19 17 §85,001 to £50,000 1 1
£50,001 10 £55,000 10 9  &90,001 1o £95,000 4 -
£55,001 to £692,000 8 4 495,001 o F100.000 1 -
£60,001 (0 £65,000 8 4 £105,001 10 £110,000 1 -

£65,001 o £70,000 B 3
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HOTES TO ¥FHE ACCOUNTS

7 DIRECTORS
EMGLUMENTS
The emeluments of the Direcours were gs fodloms

Fres
Performance refated payments
Other emolumenis

Included above;

Chaieman’s (1987 Chairmen's) emoluments,
excluding peasion contributions { pension
contributions to current Chairman - £xie)
Highest paid Director, excluding pension
contributions

The emeluments ol the Chalrman inclade
consultancy fees of £231,033 (1987 .£63,700)
which were paid to Roland Smith Associates
Limited in respect of the services Professor
Roland Smith rendered « Chafrman,

In addition, one Director recelved a payment

1988 (o

i 4

£2,562 BEMILT
236,730 93340
1,344,274 1,084,700
1,623.560 1,22 at0
240,303 103,580
258,076 210,500

of £105,000 in connection with1he severance of
his service contract (1987 £100,000).

The emoluments, excluding pension
contributions, of the Chairman and Direclors
fell within the following ranges:

1938 1987 1088 198~
Number Number Numbes Nunbor
To &3,000 - 4 £105,001 to £110,000 1 2
£5,001 to £1G,000 3 2 £110,001 to £115,000 1 -
£25,0601 10 £30,000 1 2 £115,001 to £120,000 1 s
&40,001 10 £45.000 i - £120,001 10 £125,000 1 1
£45,001 1o £50,000 - 1 &£130,001 to £135,2%00 1 -
&70,001 10 &£75,000 - 1 £170,001 10 £175,000 1 -
£85,001 to £90,000 - 2 £210,001 to .£215,000 — 1
£90,001 10 £95,000 - 1 £240,001 1o £245,000 1 -
£95,001 o £100,000 1 - &2535,001 to £260,600 I -
TRANSACTIONS

Under a Housing Louan Scheme operated by the
Cornpany, Mr IR Yates and Mr § Gillibrand have
bank loans, bearing interest at 5% per annum,
incurred in buying their respentive houses and
antered into prior to their becoming Directors
of the Company as a result of telocating at the
Company's request. Mr Yates' [oan is secuved on
his house and certain insurance policies; Mr
Gillibrand's los.: Is secured by 2 mortgage on
his house. For the duratton of exch loan the

Company maintains with the bapk a deposit
equal to the amount outstanding under the loan;
such deposit bears interest at 3249 per annum
and is avallable as additional security for the
loan, Mr Yates and Mr Gillibrand have each
agreed to indemnify the Company against any
Hability to the bank by reason of their respective
loans, Mr Yates® loan is repayable not later than
18th May, 1797 and Mr Gillibeand's not later
than 9th February, 2002,




NOTES TOQ THE ACCQUNTS

7 DIRECTORS (CONTINUERD)
The tmounts of prpapal and scersed interest
autstiuting snder these loans were as follows

Mr Yarey
Mr Gillibrand

The maximum amount of principal and accrved
interest outstanding at any time during 1988
dnder each foan was as folfows:

Mr Yates
Mr Gillibrand

All Interest which has become payable under
the luans has been paid.

The Rover Group ple, i subsidiary of the
Company, owns 4 half intecest in a (at in
Lonclon in which 8ir Graham Day, Chairman of
Rover, owns the remaining interest. The flat Is
occupied by Sir Graham without payment to
Rover, bur he has full responsibility for the
maintenance and all outgoings, Sir Graham has
an option to purchase Rover's Interest in the
propercy at full market value with vacant
possession at the time the option is exercised,
Sir Graham entered into this transaction prior to
the acquisition of Rover in 1988, The
Companies Act 1985 requires accounts to state
the *value’ of any such arrangement and
provides that, if such value cannot be expressed
as a specific sum of money it is deemed to

8 EXCEPTIONAL ITEM

The exceptional item in 1987 related to the
anticipated impact of the fall in the US dollar,
Most commercial aircrafi sales are denominated
in U'S dollars and the sharp decline in the value

9 PROFITALOSS) BEFORE AND

AFTER TAXATION

A separate profit and loss account dealing with
the results of the Company only has not been
presented, Of the consolidated profit alter
taxation of &£156 million (1987 loss £110
million), a profit of £36 milllon (1987 luss
£150 millfon) has been dealt with in the
accounts of the Company.

At st Decombzr 1988 A Jansan 19%A

Frecipal  dnterest  Panspal ke R
L 4

i 'Y

45,000 A 45,000 124
47.873 T9  TB425 193
%

45,604

79,2749

exceed £50,000, The Directors consider that
Sir Graham's rights over the property cannot he
expressed as a specific sum of maney; however,
they believe the real value of this right during
1988 was less than £50,000.

During the year Mr R H Evans, a Director of
the Company, made use of a flat which was
rented by the Company in London for business
purposes. The cost of the fiat to the Company
was £30,000 for the year, ‘

At 31sL December, 1988 there was an
aggregate balange of £448,899 outstanding on
house purchase lasns made to or arranged for 11
officers to assist with their relocation at the
Company’s request.

ol the dollar thecefore affected the realisable
value of commercial aiceraflt stocks (including
unamortised launch costs),

The posi acquisition trading profit of The
Rover Group ple was £35 million and the post
acquisition share of profits of related companies
was £13 million.




10 TAXATION

UK corporation tex ar 35%
Frior year adjustment
Deferred taxarion

Related companies
Oversens taxation

11 DIVIDENDS

Intecim piid 7.4p per ordinary share (1987 09p)
Final proposed 13.2p per ordinary share (1987 11.8m)

12 EARNINGS/(LOSS) PER SHARE

The varnings/(ioss) per share is caleuiated by
reference to the profit/(loss) after taxation

and the average number of 251,726,400

(1987 250,305,600) ordinary shares in issue
during the year. .

13 OPERATING LEASE COMMITMENTS

Commitments under operating leases falling due:
In one year or less
Berween one and five years
Later years

ATES 198™
Am gm
il s

- Hy
10 LELIEY]

4 2

5 1
80 a9l

1988 1987
im Am
19 7
34 an
53 47

Graup Company’

1983 1987 1988 1987
Lo Jm £m &m
59 35 6 2

198 136 5 5

i¢9 3014 3 2

GGG 475 14 9




NOTES T3 ThHE ACCQUNTS

13 OFERAMTING LEASE COMMITMENTS
(CONTINUED;

The map oty b the operaong logse
commitments <iown ahove, mgeiber wirh
cerrin fimnce legse comminients, relawe to
commerciy greoult sald o lessors andd Jeased
hack 1o thess smpany ar ifs subsidiazies These
Lanmitme s iee haeadly maehed by

Inoie yearorless
Boetween opes and [ive years
Later years

14 FIXED ASSETS — 7.+ . BLE ASSETS

COST OR VALUATION
At 1st January, 1988
Exchange adjusimant
Arising from acquisitions
Additons

Disposals

sSurplus on revaluation

At 315t December, 1988

DEPRECIATION

At Ist January, 1988
Exchange adjustment
Arising from aequisitions
Charge for the year
Disposals

Surplus on revaluation

At 31st December, 1988

MNET BOOK VALUE
At 31st December, 1988

At Ast December, 1987

The amounts at 31:t December, 1988 include:

Payments on account
Capitalised linance leases:
Cost
Accumuluted depreciation
Depreciation chirged for the year
Short leaseholds
Assets let under operating Teases:
Cost
Accumulated depreciation

specrmee A ender suby Ioases of gha Attt
qusteener - foarpenads whish moge foam 51012
vears The £ ture sub lease renzals recewnable
after st December, 1958 morespect of the
muniun lexye periods were asfollows

Grwp

1958 tos”

£m Am

43 35

176 152

337 ~80

550 473

Group
Land and buildings  Plantand  Fixtures, Tt
machinery Dwags and
Freehold  Leaschold equiyinend

& im am xXm Am

566 18 782 243 1,609
4) - (7} 1 (10)

512 11 1,003 4N 1,997

75 2 190 iB8 #55
(43 (H {48) (46 (99)

91 3 - - 104

1,236 i3 1,920 857 4,056

72 2 469 110 653
) - 6) - (M

19 - 676 301 296

29 1 92 72, 194
- - 42) (18 (60)
“n (D - - (42)

78 2 1,189 465 1,734

1,158 41 731 392 2,322

49 16 313 133 956

28 - 47 78 153

- - 255 287 542

- - 137 160 297

- - G 21 30

- 7 - - 7

- - 7 116 123

- - 2 1 3
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14 FIMED ASSETS -~ TANGIBLE ASESETS
(COMTINUED)

T R ol T e S e g =

randandbhudlings Favaed

LIRS h v

bovaupe Tonm

e Lt it
Brogh 43 Lepwh id TR T
am A1 & L A
COST OR VALUATION
At 15t January, 1988 342 1G 421 186 965
Additions (4] - 2 140 a2
Disposals - (£) 43} (10} 1lay
surplus on revaluation 21 13 - - LT
At 31st December, 1988 493 28 196 31 1,327
PDERPRICIATION
At 1st)anuary, 1988 30 2 2~ B2 351
Charge for the year 7 1 45 38 101
Disposals - - (N £0) £7)
Surplus on revaluation (1) (1) = - £42)
At st December, 1088 o 2 271 124 403
NET BOOK VALUE
Al 31st December, 1988 487 26 219 192 W24
Az 31sr December, 1987 312 14 194 4 619

Buildings are depreciated over 2510 40 years, or

the lease term if shorter. Other [ixed assets are

deprecinted over 4 to 12 years.

Land and bulldings comprise:
Assets requited by the Company for its
continuing operations which are included ar
Directors’ valuation at 31st December, 1988,
wking account of independlent prolessional
advice, on the basis of open marke: value for
existing use or depreciated replacenient cost
where this Is considered most appropriate;

Lanc and bulildings at 3151 December, 1988:
At valuation - 1984
-~ 1988
At cost/fair value at acquishion

The historic cost of land and buildings was
as follows:

Cost
Depreciation

NET BOOK VALUE
At 315t December, 1988

At 31st December, 1987

Assets owned by subsidraries acquired since
1984 which are included at fair value at the
date of acquisition; and
Other assets which are included ar 1984
valuation or, in the case of subsequent
additions, at Cost.

Group Lompany
am Am
83 83
438 438
758 -
1,279 521

Group Company
Freehald  Leasehold  Freehold  Leasehald
Lm £m A Am
[,091 25 348 14
141 6 68 4
950 19 280 10
406 12 229 9




NOTES TO THE ACCOUNTS

15 CAPITAL COMMITMENTS

Capital expenditure not provided for in the accounes

Fiem ordery
Approved but not ordered

16 FIXED ASSETS — INVESTMENTS

COST

At Ist January, 1988
Exchange adjustment
Arising from acquisitions
Gooclwill written off
Inter group transfer
Additions
Reclassifications

At 31st December, 1988

RETAINED PROFITS
Share of post acquisition
reserves at 1st January, 1988
Share ol retnined profits
for the year

LOANS TO SUBSIDIARIES
At st January, 1988

At 31st December, 1988

LOANS FROM SUBSIDIARIES
At 1st January, 1988

At 31st December, 1988

NET BOOK VALUE
At 31st December, 1988

At 31st December, 1987

A7

L5 LR Luogam
1988 WSS Juss TS
im Al Lm &M
112 8h 3t Hiy
204 51 20 33
316 137 56 99
Groun Company
Ivest Relued Totl  Subsidiary Invest Rrelated Total
ments  companies campanies memms  CORRARICS
Am Lm im sm Am Am Al
3 5 36 {88 31 1 520
- - - @ - - @
- 117 117 - - - -
- (20} (20) - - - -
- - - - m -
4 3t 35 279 - 18 297
(25) 25 - - {25) 25 -
10 158 168 765 5 44 814
4 4
12 12
16 16
41 41
(187} (187)
(172) {172)
10 174 184 593 5 44 G42
a1 9 40 342 31 1 374




MNOTES TO THE ACCOUNTS

16 FIXED ASSETS —
INVESTMEMNTS (CONTINUED)
Included in investments are investrients hsted
vn the UK Stk Exchange at eost £41 mithon
(1987 .24 million)y - marker value £39 million
(198™ £20 million).

Included in fixed assets  investments is the
Company’s interest in non trading subsidiaries

PRINCIPAL SUBSIDIARY COMPANIES
Ballast Nedam BV

Internationat construction operations.
Lritich Aerospace Holdings Inc
Marketing, product support and
financing activities,

Royal Ordnance plc

Manufacturer of ammunidon and
weapon systems,

The Rover Group plec

Manufacturer of motor vehicles,

PRINCIPAL RELATED COMPANIES
Austin Rover Finance Limited

Provider of vehlcle finance.

DAF BV

Manufacturer of commercial vehicles,
SD-Scicon plc

International systems cansultancy group.

17 GROUPEMENTS D'INTERET
ECONOMIQUE

At 315t December, 1988 the Company had
interests in three Groupements d’Intérét
Economique (*GIEs") as follows:

Airbus Industrie 20%
Euromissile Dynamics Group 33%%
Satcom International 50%

whimse assets comprse loans w the Company
tnalling 4172 sullion whieh have heen cltset
azdinst the cost of the Company s wvestment
The principal operating subsidiares tail of
which were owned shreatly by the Company
and related compamies were as fotlaws

Lountry ut Tssued Propad -
i Mporation ared shace capiat helid
prnupat operation

Holland DF11.26,000,0in 1002,
USA UI5$21,900,000 100%

England Z060,000,000 1000

England £2,762,200 000 100%
England £2,000,000 20%
Holland DFI142,330,000 40%
England £76,600,000 239

A GIE is an organisation incorporated under
French taw with separate legal personality.

It has certain similarities whh a partnership
formed under Englicti iz (see also note 24).
The accounting po'icy relating to Airbus
Industrie is set out in note 1.




NOTES TQO THE ACCCUNTS

18 STOCKS

Raw macerials and comunables

Work in progress

Airhus work in progress aned pxirticipation
Finished goods and gnads for resale

Unamortised lLiunch costs.
Design and development
Jigs and tools
Education
Launch aid recevable

Stocks are shown net of progress payments
received amounting to £2,653 milllon {1957
£1,763 miilion) for the Group and &1,434
miltion (1987 £1,271 million) for the Company
only.

The balance on the Airbus Industrie account
is Included above in accordance with the
accounting policy set out in note 1.

Unameortised launch costs, which relate 1o
commercial aircraft programmes with long
production cycles, are expected 10 be realised
over a number of years, In accordance with
normal practice in the aerospace industry, jigs
and tools are included within stocks.

HM Goverament has provided £250 million
to the Company in launch aid for the A320
projectanrd has agreed to provide a total of

i bow =

el LA
1983 peme 1088 s
Am & &m A
137 1m 82 82
1,222 1.6054 916 88™
92 Ha 92 04
529 119 33 260
1,980 1,338 1,123 1,059
236 173 236 175
38 42 38 42
51 45 51 45
(268) (222) (268) (222
57 10 57 41
2,037 1.388 1,180 1,699

£450 million for the A330 and A340 projects. As
part of the A320 agreement, British Aerospace
has agreed to make 10 HM Government
payments aggregating &50 million over the
three years 1990 to 1992 and accordingly £50
mitlion of launch aid received is Included in
creditors falling due after more than one year
with the balance carried lorward and offset
against stocks. Under these agreements, British
Aerospace is Lo pay levies on aircraft sales,
which are designed to enable HM Government
to recover the Jaunch aid wogether with a return
thereon, The levies will be charged to trading
profits as incurred. In accordance with the
accounting policy set out in note 1, design and
development expenditure on these projects is
carried forward in stocks.




MNOTES TGO THE ACCOUNTS

tg DEBTCRS

AMOUNTS FALLING DUE WITHIN ONE YEAR
Frade debrors

Amounty owed by subsidhanes

Amounts owedd by related companies

Other debtors

Peepaymenis and acurned ingome

AMOUNTS FALLING DUE AFTER MORE THAN
ONE YEAR

Trade debors

Other debtors

Deferced 1% (aote 20}

20 CURRENT ASSETS — INVESTMENTS

Government securities:
Fized interest
Index Haked
Floating rate notes and Burobonds
Term deposits with banks
Other deposits

Fixed interest Government securities are stated
at the lower of ¢ost and market value (1988 cost
%46 millon: 1987 market value £126 million),

LE §rept R
Tvews e 1oss 1w
L LY &L am
130 47U ﬁ"" llﬁ
- 127 Th
39 9 5 9
153 94 93 "1
63 3 35 03
995 (raty GAT 516
16 Al 10 A0

62 an 29

M 111 7 111
149 172 116 14l
1,144 818 753 657

Group Company
1948 1987 1988 1987
im £m £m am
44 124 44 134
- 34 - 34
38 57 38 57
383 571 367 571
145 138 145 126
610 034 504 912

In 1987, index linked Government securities
were stated at market value - cost £31 mitlion.




NOTES TO THE ACCOUNTS

21

LOANS AND OVERDRAFTS

LOANS FALLING DUE WiTHIN ONE YEAR
Bank loans and overdrafis
Natjonal Loans Fund

The bank loans and overdrafis include £8 miltion
(1987 £5 million) secured by charges on assets.

LOANS FALLING DUE AFTER ONE YEAR
14%% sterting bank loan, final instalment 1997
US Commerclal Paper
US dollar revolving bank ioans
European Investment Bank 10.4% loan,

final Instalment 2006 .
Gther loans

Other loans include £81 n.Hlion (1987 £41
million) secured by 2 fixed charge.

US Commercial Paper with a maximum
period to maturlty of 270 days is Included in
loans falling due after one year as it is the
intention to issue further paper on maturity or to
re-finance the borrowing through existing

The above loans and overdrafts are repayable
as follows:

In one year or less

Berween one and two years

Between two and [ive years

Latcr years

In the case of US Commercial Paper and loans
drawn under revolving credit facilities, the date
of repayment shown above Is the date of the
explry of the facility,

Grap Campany
1988 198” 1988 19487
Lm £m &m &ip
79 52 - -
2 2 2 a
81 4 2 2
50 50 50 30
82 32 - -
16 59 16 59
30 - 50 -
120 115 38 3
318 276 174 112

undrawn committed medium term bank
facilities,

US dollar revolving bark loans and US
Commercial Paper are ai variable market rates of
interest and at 31st December, 1988 were
between 8.6% and 9,8%. Other bank loans are at
variable rates of interest, between 5.9% and 9.0%.

81 54 2 2
9 49 1 2
102 75 79 51
207 152 94 59
399 330 176 114
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NOTES T THE ACCOUNTS

22 CREDITORS

CREMTORS FALLING DUE WITHIN ONE YEAR
Advances

Trade creditors

Obligations under finance leases
Ainounts awed (o subsidiaries
Amounts owed to related companies
Corporation tax

Other taxes and social security costs
Dividend

Other creditors

Accruals and deferred income

CREDITORS FALLING DUE AFTER ONE YEAR

Advances

Obligations under finance leases falling due;
Between one and five years inclusive
In more than five years

Trade creditors

Other credltors

Accruals and deferred income

Advances represent deposits received and
recejvable in advance of work carrled our and
are deducted from work in progress as costs are
incurred,

Geoup Company
.198"8 TR A98R 198"
Lm £m Am L£m
620 1219 587 1,181
1,188 566 643 507
57 27 25 22
- 741 171
- d - 2
48 67 g 44
151 32 35 32
34 30 34 30
176 60 108 41
64¢ 275 126 147
2,864 2278 2,308 2177
33 150 33 142
85 43 44 36
34 7 34 5
4 14 3 14
208 51 206 51
12 44 7 19
376 3ng 327 267




NOTES TC THE ACCOUNTS

23 PROVISIONS FOR LIABILITIES AND CHARGES Lioup
Bodunt  Closece Toal
and angl

At st Japuary, 1988

Expenditure charged agrinst provisions
Arising from 2cquisitions

Provistons created/(released)

At 31st December, 1988

At 1st January, 1988
Expenditure charged agawmst provisinns
Provisions created/ (released)

At 31st December, 19688

24 CONTINGENT LIABILITIES
Contlngent liabilities of £31 million (1987 £30
miflion}, relating 1o sales of commercial aircraft,
exist in respect of both guarantees and residual
credit risk on supplier credic agreements
entered into under Export Credits Guaraniee
Department arrangements,

As a member of Groupements d'Intérdt

SORUACT  Teargan

1500

costs
im A &m
263 132 393

{56) {51) Qao7)

122 204 £16
i4 ) 39

3Tt 370 743

Company
206 23 231
3 aH  an
{6) 1 (5)
197 12 209

Economique (*GIEs") the Company is jointiy
and severatiy liable with the other members to
third parties for the debts and obligations of
those G1Es, subject w0 recourse amongst the
members in accordance with the terms of the
membership agreements {(see note 25).

853




NOTES TO THE ACCOUNTS

25 COMMERCIAL AIRCRAFT FINANCING
Commercial aireraft ace frequently subject 1o
the arrangement of finance tincluding lease
finance) on exiended terms, provided euther
by the manufacturer or by third pdrties, wheye
the tetms may involye recourse 1o the
manufacturer in certain circumstances, in
addition to its own commercial aircralt
projects, British Aerospace has obligatians In
relation 1o certain transacrions entered into by
Airus indusirie,

At 31st December, 1988 the torzl amouns of

26 DEFERRED TAXATION
The recoverable amounts of deferred wxation,
ctlenlated at 35%, were as follows:
Accelecated capital allowances and other
timing differences
Advance corporation tax recoverable

No deferred 1ax is provided in tespect of the
surplus arlsing in the 1988 revaluation of land
and bulidings,

The Group potentiz] Hability for unrealised
galns on fixed assets amounted to & 207
mitlion (1987 £77 million).

customer debt, lease commutments and thigd
Party recourse in respect of comumercpl accraf
sates, including Briti-h Aetnspace s share of
Aubus Industrie trrvsactizeg, afier deducyyg
the estimated realisabis y a1 ¢ 7he Lrider] ving
security, generally the related asczafl, swas 5215
miltion {195" £170million). This figuse includes
the Jease commitments shown innote 13 angshe
contingent Habilities shown innote 24, Mo
individual aitline customer accovntesd for fnore
than 11%,

Company and Group

1988 198"
Am k-1
G0 100
11 1
71 111

Inrespectof the orther components of deferred
tax, the potzntial labithy does not exceed the
amouit provided

Rezovemable deferred taxation of £71 mijllion
{1987 £111 million) is included within
debrors (note 19).



MOTES TO THE ACCQUNTS

27 SHARE CAPITAL

Special shureof £1  Ordinary shares of 50p

Nomioal vilue A

AUTHORISED
Ar 15t January, 1988 and
3ist December, 1988

ISSUED AND FULLY PAID

At 181 Japuary, 1988

Exercise of wptions under
share option fchemies

Issue of shares to The Rover Group plc
minorlty shareholders under a
Scheme of Arrangement

AL 31st December, 1988

1 109,000,000 150
1 250,440,252 125
- 417,548 1
i 255!430.994 128

o -

Under the British Aerospace SAYE Share Option
Scheme for empioyees, oprioni to purchase
ordinary shares of 50p each are exercisahle
normally on comipletion of the related five year
savings contracts, The number of options

exerclsed (in sccordance with the Rules of the
Scheme) and outstanding at 31 December,
1988, together with their exercise prices, was as
follows:

Granted Exerclse price Exerclsed Oissanding
1983 £3.00 4,525,705 456,542
1984 £2.02 22112 559,161
1985 £3.80 15,905 845,861
1986 £5.25 330 267,934
1987 .‘55-65 - 3|453-:57

4,365,052 6,243 £55

Under the British Aerospace Executive Share
Opuion Scheme, options to purchase ordinary
shares of 50p each are exercisable not Jater than
ten years a0d normally not earlier than three

years Eom the date of the grant, ‘The number of
optlons outstanding at 31st December, 1988,
togecher with their exercise prices, was as
follows:

Granted Bxerclse price Exercised Quistanding
1985 £3.85 483,406 542,414
1985 £3.87 i 271,337
1987 (April) £6.33 - 351,978
1987 (October) A4,90 - 103,125
1988 £4.05 - 626,034

483,406 1,894,838

=1

e ML e o
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28 OTHER RESERVES

At 1st January, 1988

Profit for the year

Exchange adjustment

Surpiug on revaluation (nore 14)
Depreciation on 1984 valuation surpius
Capltal reserve arising from acquisitions
Othec

At 31st December, 1988

At 1st January, 1988

Loss for the year

Exchange adjustment

Surplus on revaluation (note 14}
Depreclation on 1984 valuation sucplus
Other

At 3lst December, 1988

29 STATUTORY RESERVE

The balance of the former HM Government
investment, following the issue on 2Znd January,
1981 of fully paid ordinary shares in the
Company to HM Government under Secticn 3
of the British Aerospace Act 1980, was
designated as "the statutory reserve’ in

30 PENSION SCHEME

Most cmployees in the UK are members of
cecupational pension schemes, Actuarial
valuations of The British Aerospace Penslon
Scheme and The Rover Group Pension Schemes
at 6th April, 1987 showed that accrued liabiljties
were fully funded on a discontinuance basis and
also on the hasis of the securlty targets then
adopted by the relevant company and trustee

oo
Shaze Re Cappal  Pralitand
Pwermem saludien FCsteve loss
{rsome accoun
am &m Am Am
221 22 635 315
- - - 103
- - - 4
- 146 - -
- 3) - 3
- - 829 -

231 234 £94 425

Company
213 21 165 283
- - - @n
-~ - - (9
- 146 - -
- (3) - 3
10 - - -

231 234 105 265

accordance with Section 4 of the Act, This
reserve may only be applied in paying up
unissued shares of the Company to be allotted
to members of the Company as fully paid bonus
shares.

of the Schemes, Tndeed, the Schemes were
sufficiently well funded 1o justify the suspension
of the Employers’ contributions,
notwithstanding the fal{s in the stock marker
experienced in late 1987 and a number of
improvements in Scheme benefits. The nexi
valuations of the Schemes are due 10 be carried
outas at 6th April, 1939,

CIERT b



SHAREHCLDER INFORMATION

FINANCIAL CALENDAR

Financial year end

Ninth Annual General Mceting

1988 final dividend payable

1989 ingerim sesuls announcement

1989 interim dividend payable

1989 full year results: prelinwiary announcemen
reporeand aeouns

1989 hinal dividend payab!z

ANALYSIS OF CRDINARY SHARE
REGISTER AT 31ST DECEMBER, 1988

st December
10th May, 1989
Sthiune, 1989
September 19139
November 1989
March 1990
April 1990

June 1990

Accounts Ordinary shares of 50p each
Number % of to1a) Number % of tatal
000 000
BY CATEGORY OF SHAREHOLDER
Individual holders 100.6 95.1 23,806 9.3
Banks 0.4 04 48,380 189
Nominee companies 14 13 29,061 114
Insurance companies and
pension funds 2.5 2.4 135,481 53.1
Other limited companies 0.7 0.6 8,220 3.2
Other 0,2 0.2 10,483 4.1
1058 1000 255431 1000
BY SIZE OF HOLDING
1-499 90.9 85.9 11,690 4.6
500 - 4,999 13.4 12,7 14,510 5.7
5,000 - 49,999 0.9 0.9 14.595 57
50,000 - 99,999 0.2 02 13,305 5.2
100,000 - 999,999 0.3 0.3 91,696 359
1,000,000 and over 0.1 - 109,635 429
105.8 100,0 255,431 100.0
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GROUP COMPANIES AND INVESTMENTS
as at 35th Masch, 1989

HALLAST NEDAM BY

Baltast Nedam Groep NV

Bailast Nedum Construction international BY

Ballast Nedam International BY ‘

Ballast Medam Bouw BV (Civil Engineering)

Ballast Nedam Handel & Industrie BV
(Manufacruring & Trading)

Amsterdamse Ballast Bagger en Grond BY
(Amsterdam Ballast Dredging)

Bailast Nedam Engineering BY

North American Trailing Company Inc (20%)

BRITISH AEROSPACE
{COMMERCIAL AIRCRAFT) LIMITED
Alrbus Industrie (20%) (GIE}

BRITISH AEROSPACE
{CONSULTANCY SERVICES) LIMITED

BRITISH AEROSPACE (DYNAMICS) LIMITED
Euromissile Dynamics Group (33%,%) (GIE)

BRITISH AEROSPACE ENTERPRISES LIMITED
Aerostructures Hamble Limited
Arab British Dynamics Limited (30%)
AWA Micro Electronics Pty Limlited (25%)
British Aerospace Australia Limited
British Aerospace Flying College Limited
British Aerospace Simulation Limited
Competence Center Informatik GmbH (30%)
SD - Sclcon ple (23%)
Singapore British Engineering Pte

Limited (49%)
Steinheil Optronik GmbH
Wind Epergy Group Limited (50%)

Note: Sharebolding 100% unless otherivise stated,

BRITISH AEROSPACE HOLDINGS INC
Arkansas Modification Center e
Austin Rover Cars of Nerth America Inc
Austin Rover USA Inc

British Aerospace Inc

British Aerospace Finance inc

Jet Acceptance Corporativn

Range Rover ol North America Inc
Reflectone Inc (36%)

Rover Group USA Inc

Royal Ordnance Inc

35 Wind Energy Group Inc£334%)

BRITISH AERQDSFACE

IMILITARY ARCRAST) LIKITED
Panavia GmbH (42,5%)
Eurofighter Jagdflugzeug GmbH (33%

BFITISH AEROSFACE

(SPACE SYSTEMS) LIMITED .
Britlsh Aerospace Telecommunications Limlted
Satcom International (50%) (GIE)

BRITISH SCANDINAVIAN AVIATION AB

THE ROVER GROUP PLC

Austin Rover Finance Limited (20%) .
Austin Rover Group Limited

DAF BV (40%)

Istel Holdings Limited (25%)

JRA Holdings Limited (20%)

Land Rover UK Limited

UGC Limited (22%)

ROYAL ORDNANCE PLG
Royal Ordnance Speciality Metals Limired (85%)

TRAFALGAR BROOKMOUNT (BROOKLANDS)
LIMITED {50%)
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NOTICE OF ILLEGIBLE DOCUMENT

ON THE MICROFICE RECORD

s e e -

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

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

Companies House would like to apologise for any inconvenience this
may cause.

g

VAN
/N

Companles Houss is an Executive Agerey of the Separtment of l}‘/ade and Industry AWARTIED FOF: EXCELLENCE
{



