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BRITISH AERCSPACE PLGC

INTERIM
ACCOUNTS

FOR THE YEAR ENDED .«
31st DECEMBER 1992 /’?
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These accounts have been prepared under section 272 of the Companies Act 1485

———— o v—————

(the 1985 Act) for the purpose of confirming thal witish Aerospace Public Limited
Company has sufficient distributable reserves to suppori a declared interim dividend of
! 3 pence and proposed final dividend of 4 pence per ordinary share and the half yearly

dividend of 3,875 pence per preference share,

The accounts are not the annual statidory accounts required under the 1985 Act and, in
pariicular, €0 not include all the disclosure which would have been required in such
accounts. In the opinion of the Board any such disclosures omitted are not material for

determining, by reference (o the accounis, whelher the proposed dividends would

contravene the relavant requirements of the Act.
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COMPANY PROFIT AND LOSS ACCOUNT

BRITISH AEROSPACE 1992 1991
for the yeor ended 31st Decomber Unaudited  Audited
£m £m

Sales . 4,849 5,092
Costofsales oo _(4887)  (4,851)

Operating profit e 62 241
Interest L ) . {49) (36)
Eﬁﬁﬂ?&f.‘?ﬁ_@iﬁf‘d exceptional items 13 205
Note 2 Exceptional items ~ . - (1,137) (339)
Loss before fax ggntggginary_ggyvities _ . {1,124} (134)

Tax o the resulf bofore exceptional items . 6 27

Tax recoverable on exceptionalitems _ - 250 -

Note 3 Tax L R _ 256 27
Loss after tax before ﬁg:iy__[ggg‘gi from Group companies {868) (107)

Dividends from Group companies } 106 138

{Loss)/prufit after tax dealt with in the accounts of the Company (762) 32

Note 4 Dividends ] - _ _ i (47) (105)
Balance {ransferred from reserves ) {(809) (73)
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COMPANY BALLANCE SHEET

BRITISH AEROSPACE
as at 31st December

Note £

Note 8
Note 9
Nole 10
Note 8
Note @
Note 9
Note 9

Fago 2
1992 1991
Unaudited Audited
£m £m
Fixed assets o
Tangible assets . 1,302 1,333
Investments 1,030 998
2,332 2,331
Current assets
Stocks — __ 2,663 2,144
Debtors due within one year 1,409 1,205
Debtors due afler ope year 449 26
Investmenis 285 1,206
Cash at bank and in hand 95 79
5,003 4,660
Current liabillties .
Loans and overdrafts 124 g8
Creditors 3,311 3,613
Nef current assots 1,560 059
Total assets less current liabilities 3,900 3,290
Liabilities falling due after one year
Loans _ . 370 456
Credilors o 1,655 9413
Provisions for liahilities and charges 1,143 364
72 1.557
Capital and reservas .
Called vp share caplilal N . 105 256
Share premium account 17 816
Statutory resarve _ 202 202
Revalualion reserve N 225 230
Capital reserve 92 105
Special re: arve N 4 -
Profit and oss account . 87 148
732 1,857

L it

Approved by the Board on 23rd February, 1993
J C Cahill Chairman

R D Lapthome Finance Director
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NOTES TO THE ACCOUNTS

1 AGCOUNTING POLICIES

Basis _of preparation

The accounts are drawn up in accordance with applicable accounting standards under
the historical cost convenlion as modifled by the revaluation of ceriain land and
buildings.

Foreign currencies

Transactions in overseas currencies are converled at the rates then ruling or, where
forward cover contracts have been arrangesd, at the contracled rates, Assels and
liabilities are franslated at the rates ruling at the balance sheet date or at a contracted
rate if applicable,

T —— e AL b

Sales comprise the net value of deliveries made, work completed or services rendered
during the year, Sales are recognised when fille passes or a separately identifiable
phase of a contract or development has been completed,

Profit is reccgnised at the time of sale. In the case of conlracts with extended delivery
programmes, it is arrived at by reference 1o the estimaled overall profitability of the
contracl, Full provision is made for any losses In the year In which they are first
foreseen.

The Company shares in the resulls of Airbus Industrie and participates in Airbus
programmes which are effeclively carried out on a joint veniure basis. Profils or losses
on the Group's parlicipation are aggregaled with ils share of the resulls of Alrbus
Indusirie,

In prior years coniract profils included Inferest atlributable to unexpended cash received
cn customers’ account and cuslomer stage payments, This presentation has been
chanyed and such interesl is now included within Interest receivable,

Fixed assets

Depreciation is provided on a siraight line basis on the cost or valuation of all {angible
fixed assels, except freehold land, assets in the course of tonstruclion and investment
properties, Other assels, including assets oblained under finance leases, are wrillen
off over their usefu lives, or if leasehold bulldings or oblained under finance leases and
the term of the lease is shorler, such shorter lerm.

Finance leases

Assets held for leasing out under finance leases are Included In debtors at cost less
the accumulated capilal elemunt of rentals received, The finance charge element of
rentals received Is zalculated to give a constant rate of roturn on the net cash investment
in the lease and is included in sales,
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NOTES TO THE ACCOUNTS

1 ACCOUNTING POLICIES (Continued)

Finance leases (continued)

Assets obtained under finance leases are Included In tangible fixed assets at cost less
depreciation and the relaled obligations Included in loans, Rental paymenis are
apportioned between the finance element, which is charged as interest , and the capital
element, which reduces the outstanding obligation for future instalments, so as o give
a constant rate of charge on the outstanding obligation,

Operating leases

Assets held for leasing out under operating leases are included ir tangible fixed assets
at cost less depreciation. Rental income is recognised in sales as the receipts fall due,
Rental payments for assels acquired under operaling leases are charged in arriving at
operaling profit,

Slocks

Stocks are staled at the lowsr of cost, including all relevant ovarhead expenditure, and
net realisable value,

Development properties and ratlonalisation costs - Cosils of development rruperties
include ralionalisation expendifure incurred In respect of operational sites surplus to
requirements  and  infereci on  borrowings  specifically  altribulzble  to the
developments. Rationolinrauon expenditure includas redundancy and site clearance
costs and is includcd in costs of development properies fo fre exient that it is
recoverable frorm the estimaled disposal proceeds of the surplus siles, Provision is
made for ary anlicipated shortfall botween the estimated total disposal proceeds and
the eshkmated tolal <osis in respect of all surplus siles covered by rationalisation
schzmes, Estimated disposal proceeds of such surplus sites are based upon advice
recewed from independent valuers and assume the grant of refevant planning consent
sl exclude any development profit,

Long term coniracts - Work in progress relaling fo long term conlracls Is stated at cost
plus atiributable profit earnad tc dale less provisions for anlicipated losses.

Airbus Industrie

Amounis relaling 1o the Company's participation in Airbus Industrie are Included in
deblors or creditors as appropriale, Previously such amounts were inzluded in stocks,
Cumparalive figures have been resialed to reflect this change in presentation.

Cash recejved on customers' account and customer stage payments

Amounts received from customers in atcordance with the terms of coniracts which
specify payments in advance of delivery are credited, as progresc mayments, against
any expendifure incurred upan stocks or work in progress for the particulzr contract with
any unexpended balance held in credilors as customer stage paymenis or, if the
amounis are subject 1o advance paymerd guarantees, as cash received on customers'
account.
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NOTES TO THEE ACCOUNTS

“{ ACCOUNTING POLICIES (Continued)

Research and development

Expenditure on research and development is written off as incurred and charged in
arriving at operating profit, except for that element expended on buildings or supporied
under contract,

Launch costs

The costs of launching an aircraft project fall into three principal categories: design and
deveiopment; education; and jigs and tools,

Design and development and education - In the case where the project is fully funded by
the Company, design and development and educalion expenditure is charged to profit
as incurred. This approach Is more appropriate 10 the reorganised regional aircraft
aclivities and will be applied to any new projects, Previously education expenditure was
carried forward and amortised hy reference (o an appropriale assessmeni of sales,

In the case where the project has exiernal funding, design and development and
education expenditure is carried forward and amortised by reference to an assessment
of sales where the {erms of the funding arrangements make this appropriate,

Jigs and fools - Expenditure on jigs and tocls is capiltalised into fixed assets and
depreciated over ils useful jife, This rapresenis a change of accounting classification;
in prior years such cosis were carried forward in stocks and amonised by reference to
an appropriale assessment of tofal sales, Accordingly, the comparative figures for fixed
assels and stocks have been resialed, The Impact on profil of this change is not
material.

Government funded launch aid

in accordance with the provisions of the Civil Aviation Act 1982, HM Goveinment has
provided fo the Company faunch aid tolalling £700 million for various Alrbus projects,
The Company repays the launch ald to MM Government as levies on alreraft sales, which
are charged in arriving ai operating profit, The remalning launch aid, which was
previously deducted against stocks, is included in creditors.  Accordingly, the
comparalive figures have been rastaled to reflect this change in presentation,

Tax

Provision for deferred tax is made using the Hability method to the exient that the net
deferred tax, asset or liabllily is likely to crystallise in the foreseeable future,

Pensions

The pension fund schemes are assessed In accordance with advice from qualfied
actuaries and the costs charged in arriving at operating profit so as to spread the cost
over the remaining expacted service lives of lhe employees within the relevant
schemes,
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NOTES TO THE ACCOUNTS

BRITISH AEROSPACE
for the year ended 31st December
2 EXCEPTIONAL ITEMS
1992 1991
Unaudited Audited
£m £m

RReorganisation of Regional Aircraft acivities (1,000) -
Frovision for diminution in value of investments
in subsidiary undertakings (137) {(175)
Frovision for recrganisation and rationalisation costs - (149}
Loss on sale of investments - {15)

(1,437} ___(339)

The reorganisation of Regional Alrcraft activitfes includes the provision for estimated costs
associated with the financing arrangemenis of the existing BAe 148 regional aircraft fleet, costs
related to operations with Avro International Aerospace Limited, cosls of closure at Hatfield as
one of the regional aircraft manufacturing sites and the costs of transfer of assembly of the
Advanced Turboprop aircrafl to Prestwick, site of the Jetstream alrcraft operatlons, to form a
combined turboprop activity, In view of the fong ferm pature of these liabilitles, the provision has
been calculated on a net present value basis, A deferred tax assel of £250 milion has been
established in respect of these costs,

The £1,000 milfion provision has been dealt with in the accounts as follows:

1992

Unaudited

£m

In provisions for liabilities and charges 830
In stocks 170

1,000




NOTES TO THE ACCOUNTS

BRITISH AEROSPACE
for the year ended 31st December

3 TAX

UK corporation tax at 33% (1991 33.25%)

Current year
Prior year
Deferred tax

Advance corporation tax

Overseas {ax

Pagoe7

1992 19914
Unaudited Audited
£m £m
- (40)
(28) -
(233) 8
4 .
1 5
(256) _ _ (27)

Included above is a deferred tax credit of £250 milion (1891 nil)) arising in respect of
exceplional items (see note 2), There js no UK comoration tax charge due to the availability of

current year lax losses,

4 pwviDENDS

Interim 3p per ordinary shiare declared (1901 8,9p paid)
Final 4p per ordinary share proposed (1991 16.1p paid)

Preference dividernds

1992 1991
Unaudited Audited
£m P

(K 23

15 61

21 21

47 105
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NOTES TO THE ACCOUNTS

BRITISH AEROSFACE
for the year ended 31st December

5 PROVISIONS FOR LIABILITIES AND CHARGES

Deferred Fensions Contract Warranties Sub-total
tax contingencies and after-
and logses sales service

Upaudited  Unaudited  Unaudited  Unaudted  Unpaudited

£m £m £m £m £m

At 1st January, 1992 15 126 20 65 226
Provisions created 5 . 11 4 20
Previsions released - (6) (5) (4) (15)

Expenditure charged
against provisions . “ (1) (20) {(21)
Other provision movements o 5 {2) - 3
At 31st December, 1992 . 20 125 23 45 213
Sub-tatal Closure Recoursa Total
from sbove  andreorg- and other
anisalion
costs

Unaudited  Unaudited  Unsudited  Unaudited

£m £m £m £m

At 1st January, 1692 226 10 128 364
Provisions created 20 660 370 1,050
Provisions releasad (15} - {12) (27)

Expenditure charged

against rrovisions (21} (125) {105) (251)
Other provision mevements ———— s - 4 7
At 31st December, 1992 213 545 385 1,143

O OPERATING LEASE COMMITMENTS AND CONTINGENT LIABILITIES

Commerzial aircraft sales are frequently subject lo lhe arrangement of finance (including lease
finance) on extendad terms provided eilher by the manufacturer or by third parties, where the
terms may involve recourse to the manufacturer, In clicumstances where the Company has
itself arranged the finance, generally by selling the aircraft to a third party lessor and leasing it
back under an operating lease prios to entering inlo a sub-lease with an operator, an obligation
fo pay head lease rent is created. Where the lerm of the head lease is longer than that of the
sub-lease, or where the sub-lease rentals are less than the head lease rentals, the total head
lease payments will exceed those due under the sub-lease, thus creating a nel operating lease
commitment,
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NOTES TO THE ACCOUNTS

BRITISH AEROSPACE
for the year ended 31st December

6 OPERATING LEASE COMMITMENTS AND CONTINGENT LIABILITIES (continued)

Operating lease commitments falling due after 31st December, 1992 are as follows:

1992 1991
Unaudited  Audited
£m £
Total commitments under Commergial
aircraft and other head leases expiring:
In one year or lecs 55 45
Betwee . one and five years 191 152
In later years .. 44 331
660 528

Property lease rentals, which are not included above, payable by the Company duiing 1993 on
lease commiiments expiring afler more than five years are £14 million,

The Company alse has liabilities n refation lo certain similar operating leases in respect of
which Airbus Industrie is the obligor

The future renfals receivable in respect of commitied sub-leases, all of which relate to
Commercial aircraft, are as follows:

1992 1991
Unaudited  Audited
£m £

Total rentals reccivable in respect

of sub-leases expiring:

in one year or less 35 32
In later years 219 206
254 238

The nel exposure of the Company, afler deducting 1he estimated realisable value of the relevant
aircraft and provisions, to the above obligations which would have arisen upon the termination
of all head and sub-leases at 31st December, 1992 was £180 miilion (1891 £348 million).

In circumstances where Commercial aircraft finance has been provided by a 1third party, with
recourse to the Company in the ovent of a customer defaull, a contingent liability is created.
These liabilities amounied 1o £242 million (1991 £98 milllon) after deducting the estimated
realisable value of the relevant aircraft and provisions,

The Company’s involvement in the Orionsat projecl gives rise to gross contingent lisbilities of
£115 million (1991 £100 milllon). The Directors are of the opinion that the the current market
value of such satellite capacily is in excess of the value of the guarantees, if called.

The Company has provided bank guarantees of £60 million (1991 £25 million) arising from the
Company's invesiment in Hulchison Telecommunications (UK) Limited.
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NOTES TO THE ACCOUNTS

BRITISH AEROSPACE
for the year ended 31st December

7 DEFERRED TAX

1992 1991
Unaudited Audited
£m £m
Accelerated capilal allowances and other
timing differences 80 63

Advance corporation tax recoverabie I (1) (48)
Provision for liakilities and charges (note 5) 20 15
Reorgan.sation costs deferred tax asset (250) -
Deferred tax (recoverable)/payable {230} 16

The reorganisation costs deferred tax asset of £250 million has been established in respect of
cosls arising in respest of the reorganisation of the Company's Regional Aircraft activities,

Deferred tax is provided in respect of the expected surplus on site disposals and other timing
differences to the extent that a lisbility is expected fo crystallise. In respect of the other
components of deferred tax, the potential liability does not exceed the amount provided.

8 sHARE CAPITAL
Preference
Special Ordinary shares of Nominal
shore of shares 25p each value
Unaudited  Unaudited  Unaudited  Unaudited
£1 ‘oeo,000 ‘000,000 £m

Authorised
At el January, 1992 1 545 275 KL
Reduetion of capifal = - - (218)
Ai 3ist Cecember, 1992 1 545 275 123
Issued and fully paid
At 1st January, 1982 1 377 270 256

(151)

L]

Reducti~n of capital , - -

Al 31st Decerater, 1502 1 377 270 106
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NOTES TO THE ACCOUNTS

BRITISt AEROSPACE
for the year ended 31st December

8 SHARE CAPITAL (continued)

Following shaicholder approval on 19th Oclober, 1992 at separate class meetings of the
preference and ordinary shareholders and at an Exiraordinary General Meeting of the same
date and subsequent approval by the Court on 12th November, 1992, the Company reduced its
capital by cancelling paid up capital to the extent of 40p on each of the issued ordinary shares of
80p and reducing the nominal value of each of the ordinary shares both issued and unissued to
10p. The purpose of this reduction in capital is set out more fully in note 9 below,

The 7.7Lp (net) cumulative redeemable preference shares of Z5p each are convertible into
ordinary shares of 10p each al the option of the holder on 31st May in any of the years 1992 to
2007 inclusive, on the basis of 0.11976 ordinary shares for every preference siare. The firsi
opportunity for preference sharcholdars to elect to convert their shares occurred on 31st May,
1992 when 24,736 preference shares were converted for 2,952 ordinary shares,

The Compar; may redeem all of the remaining preference shares any time afte; 1st July, 2007
and, in any case, will redeem any ssmaining shares on 1st January, 2010, in each case at 1000
per share {ogether with any arrears and accruals of dividend

S rRESERVES

Share Revalua- Capital  Special Profit

premium tion  reserve  reserve  andloss

reserve account

Unaudiled Unaudited Unaudited Unaudited Unaudited

£m £m £m £m £m

At 1st January, 1992 616 230 105 “ 148
Loss for the year - - - - {809)
Transfers - - (6) 4 2
Reduction of capital (599} - - - 750
Other » {5} 17 - {4)
At 31st December, 1992 17 226 92 4 87

Following shareholder approval on 19th Oclober, 1692 at separale class meetings of the
preference and ordinary shareholders and al an Extraordinary General Meeting of the same
date and subsequent approval by the Courl on 12th November, 1992, the Company reduced Its
capital by £750 million. This was achleved by canceliing £151 million of the paid up ordinary
share capilal, as noled above in note 8, and cancelling £599 million of the share premium,
account,

The reduction was made to eliminate the deficit on the profit and loss account following
provision for costs arising from the reorganisation of the Company's Regional Aircraft activities,
as set out in note 2 above. If this defirit had not been eliminated no dividends could have been
declared on either ordinary or preference shares until the Company had generated distributable
reserves in excess of such deficit,




A L

AL e S e PRI e e AR e

Page 12

NOTES TO THE ACCOUNTS

BRITISH AEROSPACE
for the year ended 31st December

© RESERVES (continued)

in order to obtain the sanction of the Court, the Company undertook to provide protection to its
creditors by establishing a Special Reserve. The Speciai Reserve will be available for the
purposes of capitalisation issues and, to the exient that share capltal is issued for new
consideration, will be released to disiributable reserves, Otherwise, it will not be avallanle for
distribution until the crediters of the Company at the effective date, 12th November 1992, have
been paid or agreed otherwise,

The Company has agrecy' lo credit the Special Reserve wilh the £4 mifiion credit balance on the
profit and loss account av 30th June, 1992 and any amount by which the Regional Aircraft
reorganisation provision proves to exceed the actual costs incurred In that reorganisation,

Furthermore, the Company will credil fo the Special Reserve any profit realiseit on any asset of
the Company to the extent of the difference between the bock value and the actual value of such
an asset at 30th June, 1892 and any dividend paid fo the Compary out of the retained profits as
al 30th June, 1992 of any subsidiary or aseociated company unless it 15 applied in writing down
the book value of such company.

10 STATUTORY RESERVE

Following the issue on 2nc January, 1981 of fully paid ordinary shares In the Cormpany to HM
Government under Seclion 3 of the British Aerospace Act 1980, the balance of the forme:
investment held by HM Gevernment in British Aerospace was designated as ‘the statutory
reserve’ in accordance with Section 4 of the Act. This resorve may only be applied in paying up
unissued shares cf the Company 1o be allotied to members of the Company as fully paid bonus
shares,
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1982

1691

Sales £9,977m £10,562m
Operating (loss)/profit £(81)m £215m
(Loss)/profit before {ax and exceptional items £(201)m £154m
Loss per share after exceptional items (240.9)p (38.1)p
Net debt £(257)m £(37)m
Shareholders’ funds £1,780m £2,697m
Employees , 102,500 115,700

S —

With many markets in severe recession during 1992
British Aerospace has:-~

@ Addressed Regional Aircraft losses
® Continued to cut costs

@ Introduced tight financial controls to enable
quality defence profits to fiow to the bottom line.




1492 was the mosi testing year In your
Company's history, In common with most
other manufacturing companies, British
Aeraspace saw the Impact of a severs
recession in the UK compounded by
a progressive deterioralion In many

overseas markels, Ouwr  aulomoliva,
construction and properly companles
ware alt exposed to very harsh economic
conditions, However, the Defencs
company continued to perform robustly.

The problems encountered In commercial
aireraft, and specifically in the regional jel
business, were of a different order,
Chronic manufaciuring overcapacity end
a sleap downiurm in order Inflow combined
to push the whole reglonal aircrafl indusiry
irlo heavy loes worldwide. Faced with a
rapid escalation in our own losses, and
fittle shoftierm prospect uf a refun to
prefil, the Board initiated a recrganisation
of our regional alrciafl aclivives,

This reprganication wag announced at the
time of the interim resulls in September
and ils painfu} consequences will be
known to you: a charge of £750m afler {ax
was incurred in {he second half, obliging
the Company 1o seck the approval of
shareholders for @ Capital Reduction, This
scheme was approved by the High Court
in November, enabling the Board 1o
declare dividends from disiributable
reserves carned from $si.Suly, 1992,

o GfsTstentDlidend Paligy 5

The Company has aiready declated and
paid an interim dividend of 3p per share In
respect of 1992, and your Board is now
recommending a final ordinary dividend of
4p per chare. This vill be paid as usual I
June fo give a tolal payment for tha year of
7p, compared wilh 25p In 1991, In
delermining the Jevel of the 1892 dividend,
your Board aimed to sidke a balance
between the income reguiremenls of
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shargholders and the need 1o jepulid
reserves, This balance will romain ths
gulding factor in distribtiion policy,

Thae regional alrerafl problems were vory
fargely tesponsible for the Group's
operaling loss of £81m compared wilh
a proft of £245m In 1891 and for
ihe altripuiable koss of £888m. Whalever
thelr cause, the rosulls are cloarly
unsulisfaciory and your management Is
delermined 1o exlract from the Group's
operatiane 8 much improved and more
robust level of relum,

We belisve thal we have mado a sirong
start. Following the appointment of & new
Chalrman the now senior managemont
team was completed by ko sppointment
of Richard Lapthorne as Finance Direclor,
Each offors British Asrospace the benafil
of many years of lop-level experfence In
viel-tegarded  International companles,
BTR and Courtaulds, respoctively,

“Ranlonal Alrraft Venture? 7

Ouir first priosity has beon 1o resolve Lhe
problems in reglonal alrcrafl. Tho financial
aclions described above effectively
stommod the fosses and secured the
financial position. Mote tecantly, we have
provided the lushess wilh a sound
commercial fulure through the  joint
venlure agreomenl with Taiwan Aero-
space Cosporation (TAC} to assembie and
markel tha new RJ range of alrcraft,

‘.ﬂemem i
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We believe that this joint venture exploits
TAC's Far East market slronglh as well as
its manufacturing skills to glve us the best
chance al providing an adequalte retum.
Equally Imporiant, the Joint venture has
enabled us fo save ihousands of UK jobs
which would otherwise have been lost,

The agreemenl, which Is subjoct lo cerain
conditions precedent, was an [lfustration
of our dstemnination 1o deliver on
commiimenls made to ghareholders. We
made two further specific commitiments in
1992: to realise the potential of the
European Fighter Aireraft; and to bringto a
concluslon our discussions with the
Kingdom of Saudi Arabla over the next
phasa of the Al Yamamah contract.

L Tk Kb eSS, 4 v

We are delighled to have delivared on afl
thraa, The European Fighter Alrcralt project
vias inlensively 1eviewed by the pariner
govemments and now has a surer fulure as
the more economical Eurolighter 2000,
Perhaps most significant of all, the Group
— and Indosd the whole UK defence
industry — received a {remendous boost
from the very subsianfial commitment
secured by tho Prime Minister in Riyadh in
January 1693, This agreemeni, the
cenlroplece of which is an order for 48
Tomado alrcrafl, will secure many
thousands of jobs and represents an
imporant vole of confidence in the qualty
and compefitveness of our defence prochicts.




Whila the TAC jolnt venture, Eurofighlor
and Al Yamamah seized the headiines, we
mada sleady progress In every area of the
Group. To give two examples: Rover
reached an agresmert with fis worklorce
which will transform car production in the
UK: Airbus absorbed the problems of
some of ifs cusiomers and won sirong
crdets, including further pensiration of the
US markel,

Wa need to ensure thal the full benefit of
these successes is reflected In returns 1o
shareholders, We have  tharefore
embarked on a far-reaching programme
of management action, fhe overiding
objective of which s a substanial
reduction in the Group’s cost bage, This
has already involved painful sacrificas for
shareholders and employess, In the past
year we have made 13,000 emplbyess
redundant across our businoess, Some
benelils may show thiough in 1893, vhile
olhers may not pay off substantially until
the worid economy regains lts vigour, The
effect of many of these measures will be
shrouded by redundancy cosls, Cost
savings are essential In bad times but hey
literally pay dividends when conditions
imprave,

In suppor of hece operalional measures,
vie have made otruclural changes
designed fo provide quickar detection
and comection of poor operaiional
performance, We now have in place a
Profit Plan system which aliows the centre
to monitor businees urdls and, more
importantly, proddes lino managoment
with the ability fo track and corect Lheir
own pedormanca, As parl of the Profit
Planning process the Group was
divided into 80 business unils, each
responsible for charting the success of
thelr own operaticns, This aclion was
taken not only In the UK but also Inlhe US,
where we soo slrong growth polential.

We will continue to shed costs and
to focus on obtaining an impreved
return for shareholders

and greater emphasis has been placed on
the generalion of caeh, At the seme lime a
mumber of hilalives are belng taken to
simplify the prosentation of published
accounis. These changes are deseribed b
the Introduction 1o the Accounts,

A stiong and secure cash flow will aliow
British Aerospacs Lo conlinue kvesting in
its core businesses and 20 maintaln ils
position ag the UK's leading enginaering
based company, Lasl year Rover
compleled s major inveslinent programma
al Cowlay for the produclion of the Rovor
800 and the new 600 seres; anclher
important lnvestment prograrme Js undey
way al Cheslor for the production of wings
for the Alrbiis A330 and A340 range,

British Aerospace must bo able to fund
thuse programmos whils simullancously
providing a rising slream of dividond
incoma lo its shareholdars, Tho goal is
quito simple: lo lurn more of our sales Into
profit ard moro of our profit inlo cash, An
order backlog of £12bn and annual salos
of £40bn provide a sofid base from which
lo pursue these objactivag,
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Wo are fodunate to have strong
husinesses on which to bulld, At the heart
of the Group is the Defenco company,
which last year repoded profits before
Interest of £352m. Whila economic
pressures caused

governmenial

commilments to come mora slowly In the
defence fiold, the business was increasing
te market share and its order book even
before the confirmation of additlonal Al
Yamamah orders. British Acrcspace Is
o of the world's vory few fully integrated
defonce contraclors and the fong-torm
outleok for this business Is excellant,

3 2 L O0KIRG Foi
We expoct Defence fo continue Improving s
markel penelration and to post satisfaclory
resulis, A modest improvement In the
economy would sirengthen the autornotive,
properly and conslruction markets, Rover
ghould also beneft from the introduction of
tha 600 saries, While we do not expec! these
buslnasses fo axhibit buoyant performances,
thelr markels should not be In the same
distress as In 1892, We will conlinue lo
manage them with an eys to reaping greater
bonalits a5 conditions Imprave,

Althaugh a recovery In demend woule! be
helpful, we are not counting on It. Yolume
or price can only b of maryinal esslstance
to the Group In the short term, Only cost
roduction programmes wili have & real
Impact, These ara In plice, they are
measurable and thay witt e monitored to
ensure success. Across uie atire Group
vio will continue fo shed co2's and to focus
management on obfaining an improved

relurn for shareholders,
John Cahilt Dick Evans
Chairman Chiief Executive

23id Felviuary, 1993




The Defence company embraces the
Dynamics, Military Alrcrafl, Systems and
Services Diviclons and Royal Ordnance.
Desplte & 12% real decline In world
defence expenditure between 1988 and
1902, Biitish Aerospace has over the
same period Increased sales In this
gector, Sales fell elightly from £4,266m in
1991 fo £4,003m In 1992, and piofit
marging hald up well despite the rmost
difficult trading condllions in 30 years.
Profit marging are llkaly to come under
prassure due to Intense compelition in
the export market and the transition from
mature 1o new products. In 1992
overseas sales made up over 75% of
sales, Brilish Aerospace Defence was
once agaln amongst the wotld's toj: three
dolence companles,

Labour cosls have been reduced Ly
moro than 40% . sor the last five years
and labour and overheads have beon
rsduced over the same period from 45%
o 30% of sales, The cost reduction
programme continues 1o achleve savings
of over 10% per year,

4 Mitiary AireralC Ojvisions
In 1892 tho Gerinan Governmant indicated
that it might not be prepared to move
forward to production of the Europesn
Fighler Aircraft (EFA). Action with our
pariners enabled us o identify possible
cos savings of 13% and options offering
savings on natlonal variants as high as
30%. This was the key factor that fed to a
renewal of the commitment 1o a four-nati

programme. The congsistent and sofid

Hew orifers for the Tornado alrcralt
from Saud! Arabia and support and
development of in-service aircratt
vill mainfaln Toinado activities well
into the next cenfury.



backing of HM Govemment also played a
key role.

We can now go forward with Euroflightor
2000, as EFA has been renamed,
confident we will deliver a fisst clase
asroplane at a lower price in real feme
than ils predecessor — and that is a .. 5t
We are also confident there s an
excellent export marke! for Eurclighter,

1992 has been B good year for sales of
Harrier alrcraft with now orders being
1eeeived for training alrerafl for the RAF,
aircsaft for the US Marine Corps and the
first expont order lo Haly of tho new
Harrier 1l Plus varlant developed with
MeDeonnell Devglas, Thera s significant
canfidence for substontial furthor orders
in 1833.

Sales

Qvarseas salos
Extarnal order book
Capital employed
Employees at year and

9532 1991 1930

£m 4,003 4,266 4,635
% 17 72 76
£m 7,109 6,580 7,023
£m 1,416 1,360 1,198
ar,400 42,700 48,500

particvlarly whan fited with tha now
ASRAAM oystems under development in
the Dynarmics Division,

Orders for the Tormado airceaft were
faken to amost 1,000 vith the
announcement in January 1993 that
Sandi Arabia wag o purchaso 48 more
scraft  under the Al Yamamah
programme.

The Division iz working on a programme
for the Introduction of a subsiantial
mid-life updale of the Totnado which will
both Improve its capability and extend
its life.

Simitarly the Hawk programme continuad
to do well with 16 aircrafl dolivered to
eusiomers in the Far East and Africa,

Tha pregramme 1o produce o variant of
the Hawk for the US Navy, again in
coltabosation with McConoell Douplas,
has moved forward apace. Production
T-45 aliceaft are now boing delivered,
Oiders have been secusad for 24
furthar aircrafi and the programme
Is expected o reach awound 250
in total,

The Division has corilinued with ils site
ralionalisation and cost reduction

The European Fighler Alrcralt
(renamed as ihe Eurc{ighter 2000)
was raconlirmed 2s a four-natlon
programma following a review
idenlifylng cosl savings.

British
Aerospace
Defence was
once again
amongst the
world’s top
three defence
companies




Development of advanced Hawks
has progressed well with he
pre-production 108 and 200 serfes
aircrafl flying for the first lime. The
first producilen alrcrall are due for
de‘lvery into service with export
customers In 1993, Further export
orders are expected,

programmes wilh operations ceasing at
its Kimgston factory in 1992 and the plan
to closc the Preslen site during 1983
conlinuing to schedule, The Division has
continued lo invest in Hs remaining
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lacilities wnich ropresent some of the
most  modemn, comprohensive and
efficlent In the world miltary alrerait
goelor,

Sel againsl a difficult Lderlying trading
envicenment, the Dynamics Division
zchieved major UK and export orders
during 1992 and mainlained progress on

its dovelopment and  production

pregrammes, The Oynamics Division
remains ong of the vorld's major
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suppliers of gulded weapons systems.

Among a number of other important
contracts won by Dynamics was one for
the supply of additional support
equipment for Rapier 2000, the new low
lovel alr detence system being
developed and produced under a
contract worth more than £1bn,

Malaysia became the first export
customer for the Vertical Launch Seawolf
syslem and a conlract to upgrade the
Rapior alr defence systern In Oman was
signed,

The commiiment o drive down cost
saw a furthor reducllon In workforce
numbers lo 5,600 by the end of the

The highlight of the year for Dynamlics
was the winning, against stronp
competition, of a £670 mililon contraet
to develop and produce the Advanced
Short Range Air to Air Missile
(ASRAAMY). A £40 milllon follow-on
order for {lie Air Launched Anti Radar
Misslle (ALARN) was received.




year and tho continuous lnprovement
pregramme  eslablished across the
Divislon showed tangible benefils with a
reducod cost base and Improved
management control,

isteniis-and Services Divisiph:
As defence budgels reduce, cusiomers
world-wide increasingly seek to place
their complex system procurement
reguirements in the hands of an Industrial
prime  coniractor who akes full
responsibility for lotal procurement
packages, fom development of
specifications, through provigion of both
hardware and personnel, to full In-service
training and suppon -— all4o be achieved
at maximum cost offecliveness. The
Syslems and Sorvices Division (SSD),
through the management of the Saudi
Arebian Al Yamamah programme, has
unrivalled exparience Inthis area,

As prime conbractor to the Brilish
Government for tho Al Yamamah
programme, the Division oversees the
prevision  of  all  the  hardware
requirements and provides ful in-country
suppont and devalopment kraining to the
Saudi Armed Ferces through fis 4,000
highly skilled employees resident in the
Ringdom, During the year, key hatdware,
defance system and constiuction prcject
milesiones ware achioved,

In January 1983, the commitment to 8
new Tomado aircrall order, with
assoelated support and infrastuciura,
effectively launched Phase 2 of the
Al Yamamah Defance Co-operation
Agreement,

Through the creation of SSD, British
Aerospace s now abie fo combine itg
naval skills with its prime contractorship
skills, and the marine engincering system

B s’ st it

sofiware skills of BAeSEMA to provido a
cost effective solution to whole ship
pronuremont

- o Boyal Ordganke s
During 1682, significant ordere wore
obtained from the UK Ministry of Dofence
for medium calitre ammunition, the mid-
life improvement of the Glant Viper ming
cloaranca syslom and in parinership with
SAAB for direct fire simulation entipment,
Aliconce agreemant wae signod with two
Japanese companioes for the production
of 81 mm mordar and ammunilion
Including the supply of manufactured
components,

The Vehicle Inlercom System was
salected by the US Ammy for use in its
fighting vehicle fleet whilst Hecklor and
Koch's 5,56 mm Ascaull Riflo was choson
by Ecuzdor lo re-equip I's amy.,

A hightight of (he product development
programmoe  vas  the  successiul
complotion of tha US evaluation trials by
ihe 155 mm Light Towed Howilzer.

1892 saw the completion ahead of
schedufe of & major mine clearance
contract in Kuwait which had involved
mine clearance at oil well hoads and on
beaches,

Looking towards the next generation
of gulded weapons systems,
significant schievemants during the
yaar Inciuded the declslon fo
evafuate Merlin, the new sman
morlar munltion, by both the UK and
the USA. TRIs sew roncept Is well
sulted to emerging requirements for
rapid reaction forces. The Dynamics
Division also won 4 study contract
for CORPS SAN, the USA's fulure alr
defenre system.

Royal  Ordnance  continuad  lis
programme  of rallonalisation and
manpavior teductions, The acquisition of
the BMARC assets and order book
significantly anhanced market share in
the medium calibre gun and ammunition
sector, BMARC's Grantham aclivities ae
belng transforrod to Royal Ordnarce's
Nottingham slte o increase the efficlency
of that facllity,

Royal Ordnance remains committed to
malntalning a major position as a supplier
of ordnance hardware and consurnables
through product development, marketing
ad a positve programme of
callaboration,




With the faunch of the Coupe, the Rover 800 consolidaled s position as the UK's

best selling executive car,

L e et

Sales £m 3,604
Oversoas sales % 43
Capilal employed £m 1,444
Employees at year ond 33,500

1,563
25,700

1,676
41,700

Despite 1992 boing one of the most
difficult years In over a decado lor the
worldwide molor industry, Hover Group
again moved ahead with its sirategy of
introducing  world ciags  producis,
Increasing investment in facilities and
people, expanding its export market base
and improving the compelitivaness of its
cost base.

Alt of Rover's key markets were aflactod

by recessionary conditions and the UK in
particular saw a continuation of tha vary
low demand levels oxporiencod in 1891,

Retall sales of Rover Group vehiclos
wotldwide fell by 6.2% when compared
with 1091 with most of the decline
occuriing In the UK market. Exporis fo
malnland Europa were held at lovels
comparable to the previous year and

represonled aboul 34% of Rover's
viarldwide sales,

Rover Group finishad the year strongly as
further new models were Introduced, with
Land Rover products achleving their best
year ever in the UK and cars carrying the
Rover marque achieving an Incroase of
7% In volume across the UK and
conlinental European markets,
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Tha Rover 800 quickly became the UK's
besl-se! ing axaculive car, and tha Jaunch
in Spring 1893 of the Rover 600 marks tha
complekion of the programme for a full
product sange of Rover-badged cars,

Rover Group miligted a programme
which enatler prople lo develop in bolh
their own rderests and those of the
company The new methods of working
enrol the commitment of everybody 1o
worg Peobly ard 'o e hahest qually
slandards, ano 10 Seek  COnbinusuS
mnprevenents 1 produchiviy, efficency
ang cod' reduthon,

Aover contnuad 115 dnse 10 mmprove
efticiency 15 1992  dynng  vihch
manpower was educed by over 2000
and sa'es por empioyee nstosced by
mose than 9%.

The past year kas ceen 2 conlinuslion of
investment desrgned fo fasiMzlo he
manutactiute of even belter products,
Twio major examples wore the oponing of
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The Rover 200 Coupe won the Aulo
Express readers’ ‘Besi Car of 1992'
award, Rover Group has won a
string of Industry and press awards
fncluding the BVRLA antl-thelf
award for the Royer 800 serles, lhe
Autocar and Molor award for {he
hest manufacturer and the 1942
BQLA qualily award for small and
medium cars.

8 now consolidated Jacility for large cars
at Cowley, The new flexbie faciity is able
1o progduce the same number of cars 25
prevousy, but i half ke space and by a
reduced workforee,

Sunifatly a new Ubaxis press was
*laynched® by HIRH the Duke of Kent ol
flaver's Body & Pressings Plant in
Swindonin Qctober 1932, The new press,
the mos! advanced ¢f s kind in Europo,
vill supply pressings nol only to Bover,
bt aleo to the new Honda plant recently
opened in Swindon,
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1992 was the hest year for Land
Rover 4WD sales In ihe UK,
including the highly acclaimed
Discovery, slace the introduction of
{he first Land Rover vehicle in 1948.

Klore new
vehicles or major
derivatives were
launched than
ever bhefore
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In common with its competilors, Airbus
Industrie  exparienced some  order
cancellations and deferment of dalivery
dates, In particular, durng the second
half of 1882, Alrbus Industris was
Impacted by deferred deliveries to GPA
and canceliation of fiim orders for 74
alreraft by Norhwest Airlfines, Notwith-
standing the diff.cult market environment,
Airbus Ircustre deflvered 157 alrosafl
during 1992 and ended the year with a
forerard order book valued at $68bn
having improved uron 1881 with a gross
ordor intake of 138 airgraft,

Empioymont within BAe Albus was
reuiced during 1992 by 1,000 peopls
ansing fmm a combination of the
implemein:atian of planned cost reduction
programrss  and  production  rate
adjustmants, The full cost benefit of these
actions will bo felt during 1993,

Agairs! the background of a very difficull
trading year there wiore still nolabla
schiavements In both seles and product
doveloprment, An order from  United
Alriines for 50 A320 alrcraft with options
for & further 50 represented a significant
milestone 10 the US market and
Singapsre Alrlines placed a major order
for up lo 20 A340 alrcralt,

The four-engined Airbus A340 completed
ite flight tast programme to gain
cedificalion from the civil aviation
aulhenties of Europe and the A330 mads

Production of wing sels Increased
as the A330 Joined the A340 In
flight develapment, 150 A340
achieved cerifiicatlon iowards hy
end of the year %27 enlry Inte service
in early 1493,




The newly Infroduced longer sange
BAa 1000 joined the serles 800 {0
extend the corporale Je! family.

its malden flight. The Alibus pariner
companles have author'sed  Alrbus
Industrie lo seek launch cusiomers for a
125 seat variant of the Alrbus A320, the
A319.

The Corporaie Jet market held up well
during 1982 despile difficult trading
conditions in North America. Sales inthe
rest of the wor.d for the 125 family, which
consists of the BAe 800 and the BAe
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Sales

Overseas saleg
Exiernal order book
Capltal employed
Employsas at yoar end

1092 1981 1590

£m 1,486 1,667 1,579
Yo 23 a4 80
£m 4,187 4,404 4,133
£m {133) 1,018 1,112
21,000 24,600 28,700

1000, were at an gl time high, Tho order
backlog at the year end was 22 aireraft
valued at some $285m with additional
oulstanding cormmitments from the Japan
Air Self Defence Force for search and
rescue aircraft amounting 1o a further
$550m,

The 325 family has traditionally
dominated the mid-sized cabin market,
Desgile chalienges by new entrants the
BAe 800 and 1000 won & 48% sharo of
the market with 30 alrcraft being

delivared duilng the course of the
yoar,
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Aogional Alreraft has continied totracks in
a markat where, throughout the year, the
wotld's commerchal alrfines have endured
the consequences of severa recession,
Duspite 1his, the new *Reglonal Jellingr®
(RJ) development of the BAe 146 was
suceessiully Introduced and contracts for
atolal of 21 naw airctalt wore anmounced

The
Commercial
Aircrafi
businesses
have been
affected by
recession
resulting in
programmse
reductions
across all
sectors

"




The new 29-sea1 Jelstream 41
turboprop has been In fiight
development throughou! 1992,
Type cerliticalion was awarded In
Hovember, Just prior {0 firs?
customer deliveries, There are 117
orders and commiiments.

during 1892 which represented ihe
largest share of the market for fel airlinors
of less than 120 seals ordered inthe vorks
during the year,

A proposed reciganisation of the
Company's Regional Afrcraft business
was announced at the time of the mid.
year results, togaihar with a provision of
E750m, nat of lax, to cover the associaled
ccsts. This rationalisalion B8 now violl
unrder way,

The assembly and markeling of the RJ
range of gircrafl & belng lranslerred to a
50/50 joint veniure wilh Taiwan Asrospace
Corporation, to be called Avro Intemational
Aerospace, This new company links Brilsh
Asrospace with one of the world's most
succossiul trading nations and provides a
major foothold In the woral's fastest
developing region — Asia Faclilc,

With the formation of Awo Infesnalional
Aerospace, Brilish Aerospaco will recsive
approximately  €120m  from  Talwan
Aarospace Corporation, In setuin for a
80% Interest in Avio based primarily on the
rel assel value of the assels transferred,

Assernbly of lhe naw RJ family of aircrait
vill 1eke place both at Woodlord In the
UK, with first delivery in April 1983, and
also in Tatwan where the first alrcraft is
due for compistion in 1084, As part
of the renrganisation, all manufacturing
operatiors at Halfield will coase by the
end of 1883,

The regional tuiboprcp programmes,
comprising  Jolstream  Super 31,
Jotstream 41 and ATP are baing

consolidaled at Prestwick to provide
greater focus and efficlency, together
with significantly reduced costs. The new
Jotstream 41 alreraft recoived s
Cenificate of Alrworthiness In November
1882 on programma, in only fourtesn
months from first filght,

The recrganisation of both the jet and the
turboprop activities of Reglonal Alrcraft
greally reduces overall costs, and
establishes a foundation for fulure
siiceess when the world market for
cammerclal alrcraft racovers,

The new 70 16 120 seal Reglonal
Jetliner Is a major development of
the proven BAe 146 series, of which
over 200 have been dellvered to
date. Signiticant enhancements,
such as Category I blind landing
capability and 2 new Interior, are
matched with new Texiron Lycoming
LF587 engings, combinlng reduced
maijntenance cosls logether wilh
Increased overall payload and
range.
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Sales

Overseas sales
Caplta!l employed
Employees al year end

£m

¥m

1992 199} 1990

880 1,072 720

% 65 48 60
n 220 309

6,600 5,200 5,100
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The economic climate fn the UK has
fnevitably had a major impact on the
properdy markel, Despile this, the high-
qualty Business Palk  seclor has
continusd 1o atlract Institutional invesior

made. The Famborough devalopmont
was awarded a Britain in Bloom Award, in
respoct of landacaping excollance, At the
BIAS annual dayslopment competition,
Farnborough, Blrmingham and Soleni
cevalopments took first, second and third
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Inferest, PosTel purchased two buildings
and entered a joini venlure with Adinglon
for tha davelopment of the fast remaining
13.5 acres in The Quadrant ot Azioc Wesl,
Al Hatfield, Clerical Madical purchased a
distribution cenire now being Luil for the
Rayal Mall. Transactiong vilk both partics
were complaled prior o commencement
of vrork on site, uliliging &n area vacaled
by the Dynamics buginess, The
Farnbosough  Acrospzce Conlre  was
compleled to budgel and nhead of
schedule.

During the year, Aringlon was awardad
the BALI Silver Medal for thelr
contribution to landscaping. This Is only
tha second tme the award has been

Arlinglon development policy
places It in 2 unkque position fo
benalit from fulure Improvements in
he economic climate.

places, tospoclively, in the Businoss
Space calegary.

Malor planning pemmissions have beon
secured cn the Group’s surplus land
at Canloy, Cowly and Hallield,
Infrastructure works on all threo gites will
commenco in 1893,

Ancther aspect of Adinglon's property
aclivilies is focused on relall town cenlre
shopping and superelores, A strong upium
in fenant dernand, with many new letlings,

Arlington is the
rnarket leader in
high-guality,
out-cf-town,
developments

vas achleved In the fourth quarter,

These relall activilles and the Adinglon
jelsure developments have been separated
from 1he longer tam core business park
aclivily and management of the Group's
surplus propery in a move to make a major
reduction in operatlng overheads,

Ballast Nedam has long been associated

with alrport  development,  Schiphol
Alrport, near Amsterdam, is engagedina
major expansion with Ballast Nedam
imvolvemont, In December, Ballast
Nedam Dredging was awarded an
imporant conlract for site preparation
for Hong Kong's new ealrport. Work
cominenced immediately.

Ballast Nedam is a member of the
consoitium constructing Europe’s longest
combined road and rall bridge, the Waest
Bridge in Danmark’s Storabaat,

Outside Europs, Ballast Nedam has
active cortracts In Indonesla, Malaysia
and Singapore, Work mainly comprises
civll anginoering projects. Growth in
South East Asla Is expected to contirwe.

Salisfaclory reluins were achleved from
Saudi Arablzn oparstions. Substariial
fumover Is expected lo centinue from
currat  alr hese contracts  despite
posipenement of a proposed air hase.
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busingss I8
undergoing arecrganisation pregramme,
particularly within its communications

Our Space Sysiems

satelliles  business, o improve
competitiveness and achigve groates
efficlency.

A new long-term European Spaco Plan,
placing emphasis on  environments)
monitoring, recelved UK  ministerial
endorsement in November 1892 British
Aesospace is the prime conlractis for the

British Aerospace Space
Systems has ascembled 2 serles
of military communications
saleliites hased on the Skynel
platforms for both the UK MoD
and NATO.

decign and manufacture of the Folar
Plalform — to be the baseline for the
next ganeration European environmental
satalites,

The selection of tho EURDSTAR platiorm
for Orionset marked the first commercial
gale by a European company of
communications salefiles Snlo the United
Stales.

The complotion and launch of the firal
MNATO IV military communicatk ns

satellita 15 avpocted ‘o be achioved by
tho ond of 1993. Space Syslems has
boen awarded a UK Minisiry of Defence
piojeet dalinition sludy which Is expected
{o lead to the provision of fusthor Skynet
mililary communications satellites for first
launch in 1897,

in a depressed markel, Land Raver
Horih America sales were up 28%
an 1691, Sales were hoosled by lhe
tausich of the new Long Wheelhase
Range Rover County and a limited
edition of 500 Land Rover Delendey
110s which promoted the Land
Rover brand.

Speciatly equipped Land Rover
Delenders have also been supplied
ta the US Special Forces.
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North Ameiica is imporant to British
Aerospace bolh as a farge markel for
products across the Group and alspas a
major source of supply.

Brilish Aerospace has had an importent
collaborative sefationship with MzDonnetl
Douglas since 1869 vhich involves joint
design and manufaciure on two miftary
aircrafl programmes, the T 46 Goshavk,
derived from the Hawk Trainer, and tho
Hartfer It V-STOL aircrafl,

In January 1692, the firsl production

standard T-45 advancod jol trafner was
dofivered by McDonnell Douglas to the US
Maw which has a reguiroment for
approximately 250 such alrcrall, Biilish
Acrospoce supplies sings and roar
fustlago  asscrblics for lhe T-45
pregramme,

The Iates! variant of the Harrier, the Harier
it Plus, made #s lirst flight in 1982,
The Harrier It Plus Incorporates an
improved defence syslem and radar 1o
luther exiend the role of thls vorsatile
aircralt, The US Navy has pul forward a

1992 was the first full year of
aperatlon for Arkansas Aeraspace
ing In thelr new faciily, which was
opened hy Prasident Clinlon in
1991. The Corporate complelion
business dellvered many 125s
during the year. The Corporate
Service Cenlra had over 180 alreraft
visils.

plan thal would re-manufacture fighters to
the Harrar |l Plus standard at McDonnell
Douglas, with  new-build,  Britich
Aarospace fuselage assemblies.

Cornerslone of Brilish Aerospace’s
participation In 1he USA has been
the long standing collahoration wilh
MeDonnel! Douglas oa the Harrier
prograrmme leading to 1he fatest
Harrler H Plus variani.
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Executive Direclors
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Vice Chairman $ GHllbrand
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Secretary Miss § D Windridge
Audilors KFMG Peal Maswick
Brokers Hoara Govolt Limited

Registrars Lioyds Bank Ple, Regisitar's Dopariment
The Causovay, Worthing
Wost Sus-ox BN39 6DA,



Directors’

Report

The Diractors prosent their Repor,
together with the Accounts, for the year
ended 31st Decembyer, 1892,

Priucipal Ar;liuﬂles ann‘B” sinesss

Engineering excellence {5 essontizi il the
Group is to defiver products and services
which give oulstanding customar
calisfaction  agalnst the  Intense
compelition which has boen hafghtened
by the current recassion. The key (o this
compaliive edge s investment;
investment in people, faciities, and in a
shiategic consnitment to RED.

The Group has conlinved 1o invest
substantially in R&D during 1892
giving an increased emphasis {o these
resvarch projecls which offer an early
retun, for example by improving
manufacturing and process officioncy,

High prioiity has been given fo R&D
expenditure thicugh Increasad exdernal
caltabarztion and by joint aclion botvieen
British Aerospact buginesses lo sirengthen
the combined lechnology base. The EFA
programma lor Ingtance will make a major
impact acioss the Sroup In arcas such as
fight conliols, scftwara nanagement,
new malerials and processes, and
systems integration. Confimnation that the
programme vill go ahead 13 of nipadance
tothe technology base of Brilish Aetuspaco
and of British industry as awhole,

The Sowerby Research Centre continues
to provida a key coniribution to making
emerging lechnology and sclence
gvallable to all Brilish Aerospace
businesses, both for thelr products, and
thelr manufacturing pIOSE38E6,

Investment In RAD Is mado both on our
own acsount, and through grants and on
brhalf of customers. In 1982, the lotal
RRD programme amounted 1o some
£720m, of which some £320m was
devoled o work which is truly innovative,
£202m was funded by the Graup disactly
from profit or overheads,

The Group operates In tha loliowing
prineipal businessos:

The Defence business comprises military
gircraft, guided weapons, ordnance and
eloclronic systems,

The Commarclal Alrcraft  business
compsisos the design and production of
wings for the Airbus Indlustiie range of jot
aitliners. I also manufaclures a family of
regional alrcraft and the BAe 125
pxecutive jat,

Rover Group manufaclures tho Rover and
Land Rover tanga of vehicles,

The Group Is also engaged, through
Arlington, In {he  duvelopment of
substanlial proporty assels and, through
Ballast Nedam, in construction activitles,

A moro dofailed description of the
Group's principal products and business

actlvitles durlng the year, other important
ovents affecting tha Group since the end
ofthe year and likely future developments
sccompanies this Report,

s reasin POlG, -

Group Treasury provides & service to the
corporate cenfre and the operaling
buslnesses, It provides advice and the
means to manage rlsk at the lowest cost
and In the most apptopriate way.
Treasury is not a profit contre,

The operating businesses are required lo
hedge eipnificant forelgn  currency
exposures partiafy or totally depanding
on the nstwre and timing of such
exposures,  Speculstion  on  fulure
oxchange rate movements is forbidden,
Cover lakes ths form primarly of
lransactions in the forward foreign
currency market, but can also be via
currency options (for conditional "iis}or
othor tronsury products, Cover s aiso
axacuted In the form of forelgn currancy
denominated borrowings.

Treasury agrees the foreign cuirancy
{ransaction with the businesses and then
eithar nets the exposure off agalnst an
opposite exposure in the same or a
comparable currency or execules 8
i otching transaction in tht extemal
narket. British Aerospace  does not
hzdgo any ranslation exposure arising
fin the profils, assels and fiabillilles of
non-sterling business activities.

4 " satq Ny g te K
P ahint gLl
E 3 .- i Caii] tdil ity

1692 was e difficult yoar for employment,
wih most busihesses  announcing
tadundangy programmes and many
Involved in major rationalisation or
reorganisation, Nevertheless,  British
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Acrogpace companies conllnued the
process of Improving  individual
accountabllity and delegating authority
by removing organisational layers and
infroducing  flatler  organisational
structures, In association with this, many
businesses are placing enhanced
emphasis on team-working, togelher with
the necessary assoclated skills and are
renewing existing processes such as
suggestion schemes and communlcation
systems,  Porformance-rofated  pay
syslems, based op key personal
objeclives, are also becoming more
widespread, All these measures are
designed to furiher enhance employes
awareness of thelr business and the
relevant  underlying Issues and lo
maximise the opportunity for individuals
lo contribute to, and banefil from, future
success and prosperly, This s
underpinned by the SAYE Share Oplion
Scheme and a further offer under this
scheme was made to employees in
March 1982, This offer was agaln
substantially aversubscribed.

During Ihe vyear, the Gioup has
malintained its commitment to omployeo
tralning and deveiopment vith gevorsl
buginesses  inlroducing  personal
development plans a8 a key pat of
Individual appralsal and developiment, To
assist the recruitment and development
of young people with rolevant skils and
exparience, the Group conlinues
1o develop and establish innovalive

tralning programmes  vith  oxtornal
instiutions,
Examples of this ate lhe Rover

Partnership Degisa  currently  under
development with Warvick Unlversily as
a competence-based and predominantly
work-based igplacement for exisling
engineering education and {ralning

16

schemas and the new undergracuate
degree course In Systems Engineering
ostablished by the Miltary Alrcraft
Division of British Acrospace Defence
Limited with Loughborough University,

The Group Is an equal opporunity
employer and all decisions rolating to
employees and job applicants ars made
solely on the grounds of Individual merit
and abilily, regardiess of sex, marital
stalus, 7ace, cobur, nalionafity, ethnic
origin or disablfity, subject only to
consliderations of national security, The
Group employs 2 large number of
disabled people In a wide varely of
occupations and arganisation levels and,
vhere practicable, adepls ihe work
onvironment to facllitate recruitment and
gives spectal consideratien 1o the neads
of those who bocome disabled during
employment,

in the 1992 Bihday Honours and 1993
Now Year Honours Lists:

Mr A J Saint
Mr P J Ginger
Mr A Stapg

CBE
CBE

Mr T Truman

M B J Champlon
Mr P Cronshaw
Wics M Ravan
Me D Wells

MBE

BEM  ¥rHBenton
Ir A Campball

Ms W Embery

i

s
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3’51
The euthorised and Issued share capital

of the Company is 8et out In Note 22 to the
Accounts,

Uk 1T e T
ik sa-,miﬁa J1s

As a result of the dsclslon to reorganise
the activities of Reglonal Alrcraft, and
reduce the defict which subsequently
arose on dislibutable reserves, the
Company underiook durlng the year an
exercise to reduce is capital, This Capital
Reduclion was almod at eliminating the
defichl agalnst capile! and reserves by the
cancelfalion of 40p of the capilal pald up
on each ordinary share of 50p, amouniing
in aggregate o epproxmaloly £151rm and
roducing the nominal value of each
ordinary shara {0 10p, Atthe same tima the
Company took aclion to ensure thal
membars voling righls remainad equal 1o
Ihose onjoyed prior fo the Capllal
Reduction. The Capital Reduction also
Involved the reduclion of the share
promium account (o £17m,

The number of ordinaty shares shown in
the rogister of membors as  at
318t Docembey, 1992 as Foreign-held
Shares pursuant to Adicle 40 of the
Company's Arlicies of Association was
88,624,805 {23 45%), Article 40 contains
provisiong which raslrict the aggregate
number of Foreign-hold Shares at any
ong tima to 20.6% of the {ssued ordinary
sharo cap @, At 23d Februaty, 1993 the
following had notified the Company of an
Interest of 3% or more in the issued
orginary sharo capital of the Compary:

Chese Manhattan Bank NA (certain
stesidiary and client accounts}  9.60%

Templelon Galbralth and Hansberger
Limitad (certain subsidlary and client
accotmis) 8.08%




Philips and Drew Fund Management
Limited (cerlain subsidiary end client
accounts) 7.06%

Schroder investment Management Limited
{certain subsidiary and client accounts)
£.06%

Scottish Widows Group (certaln subsidiary
and client accounts) 3.85%

The Direclors are seeking reneval of thelr
authority under Aricle 11 of the Company's
Aricles of Association 1o allol unlssued
ordinary shares in the capital of Ihe
Company and 1o sllol such ghares for cash
as if the pre-emplion Aghts contained in
Section 89 of the Companies Act 1885 did
nol zpply,

The appropriale resoktion will be
r-posed gt the Annuat General Megting,

}.l\ ! rl) ﬂ.

Hall-yez rly dwidmd paymenis o
rormaly made to preference sharcholders
al 18t Jerwary and 1si July, Dividends
lotalfing 7.75p per share yrese pald o such
thareholders in saspect of the yeario 3ot
Dacember, 1992, As a resull of the Capilal
Reduction exorcise tho payment of the
preference share dividend cua on sl
January, 1980 was delayed untl 25ih
February, 1893,

The loss after taxation, minorly Interesls
and preference dividends aflribuiable to
ordinary shareholders 18 £902m ond,
subjact 1o the apgroval of the proposed
final dividend, Is dealt with as shovmin the
consalidaled profit and foss accout on
page 22 of tha Accounls,

The Direclors ware unable {o declara
an inlerim dividend for ordinary
shareholders 2! the time that the Inlerim
Resulls wore published, However, the
Direclors staled their intention, in the

absence of unforeseen clrcumstances, o
pay an Interim dividend provided thal the
Capital Raduclion exercise was approved,
The Capital Reduction was approved on
12th Novembar, 1992 and the Direclors
declared on 23rd February, 1983 an
Jterim dividend of 3p per ordinary share
payable on 25th February, 1983, The
Directors propose s final dividend of 4p
per ordinary sharo which, with the interim
dividend of 3p per crdinary share, makes a
total dividend of 7p pear ordinary shate for
the year, The linal dividend, if approved,
vif be pald on 16l June to ordinary
sharehoiders registered al the close of
business on 15ih March end ehurehoiders
vill be offered the opporunily to elect for
shares in liow of cash,

conslderation of the 50% equily
acqulsiion by Taiwan  Aerospace
Caorporation, the Company will recelve an
eclimatod  cash  consideration of
approximately £120m on a slaged basis
within @ months of completion. A further
Us$2em will be raceived on dalivery of the
first Reglonal Jetliner alrcraft assembled in
Tafwan, expecied fo ba In 1894,

"2 Chianiatle Denatlond: oo

Dudng 1982 the Greup mada donations In
tha UK for charitable purposes amounting
fo £674,000 (1991 £1,310,000). No
contributions for political purposes wore
made,

Chan-ges intangible !Fxt.d assels arising n
tha nomal course of business are delalled
i Nole 12 Lo the Accounts, The majorily of
the Company's frechold and lpasehold
fand arvd bikdings wos revakiod as al 31st
December, 1688,

On 19!h .January. 1993, the Compary and
Taivran Acrospace Corporalion skined
croractual agroements, subject lo corain
condnions, inclisding sogulatory approval,
lo fom a joinl ventuze company, Avio
IMermational  Aerospaco  Limited, The
purposo of the Joim venture is to design,
assermble, markel and support the rew
Ragional Jetliner femity of alreraft and to
provide conlinuing technical support to
axisling BAe 148 roegional alrerall
Assembly of tha Reglonal Jotfiner will take
place In both the UK and Taiwan with
markolng and support facliities localed in
tha United Kingdom, the Asla Pacific
regon ang the Uniled Stales. In

The nemes of the present Direclors of the
Company ara listed on page 16. On
18t January, 1892 Lard Hollick and MrR L
Kik wera appointed Direclors of the
Company, On 318! March, 1892 MWD G
Eustace resigned from the Board, MrJ C
Canlll was eppointed as a Director and
Chaimnan of the Board on 1st May, 1092.
On30th.June, 1092 Mr B Cookson and Mr
F B Saundry refired from tha Board, M R
D Lapthorne was appointed a Directoron
11th July, 1902, Mr H R Mould resigned
from the Board on 14th August, 1682,

In accordance with Adicle 88 of the
Company's Adicles of Assoclalion, Mr
Cahill and Mr Lapthorne retite at the Annual
Cenerud Meeling and, being sligible, will
offer themsalves for re-election, The
Directors reliring by rolation at the 13th
Annual Genera) Meeling in accordance
with Arlicle 82 are Mr B H Evans and Mt S
Gillibrand who, being efigible, will txath offer
thernselves for ra-glection,
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The unexplred pericds from the date of
this report of service cortracts with
reliring Directors are 50 months for #r
Cahill, 38 months for Mr Lapthome, 36
months for Mr Evans and 16 months for
Mr Gilibrand. I, accordance with the
terms of thelr contracts, Mr Lapthorne's
and Mr Evans' conlracts whil continue in
force beyond the stated pericd unless
they are detemnined by either party giving
to the other not less than 36 months'
notice in writing but not 5o as to extend
the contract beyond the Direcior’s normal
retirement date,

The benefictal, inchuding family, inferests in
the chare caplial of the Company of ths
persons who ara Directors atthe end of Ihe
financial year are shown in Nole & fo the
Accounts, None of the Direclors has any
non-biencficial interest in the share capital
o the Company turing the year, nof in the
periog from the year end (o 23rd Febaeary,
1933, The Board s nol aware of any
contract of significance (cdher than service
conlracls or as gisciosed in Mole 6 1o the
Azcownts} in relation to the Company or Ko
subsidiariss in which any Direclor has, o
has had, a malesia! inferest. Disving the
year, the Company has purchazed for a
number of Direclors and officors of Group
companies insurance againsl corlain
Ifabilies in refation (o the Group,

L Corpotate

The Report of the Cadbury Commitlee on
the financial aspecis of corporale
governance, and incorporating a Coda of
Best Practico, was published on 1at

December, 19082, The Commitiee's
canlral sacornmendation was that boards
of alf listad companies registerad In the
UK should comply with the Codn and
should report, in respect of years ending
afier 30th Juma, 1593, thalr compliance

wilh the Code and ghve reasons for any
arpas of non-complisnce. The Directors
wolcome the Cadbury Committea Report
and tha Codv of Best Practice. Tho
Company Is already compiient with a
large part of the Code and the Direclors
will be addragsing those areas of non-
compliance during the course of 1893 {o
enable a full statement to be Included In
the 1833 Annual Report. A summary of
the eurrent pesition is 88t out below,

Boand of Direclors

The Board of Direclors, comprising the
Chalrman, four Exectiive and aly noo-
Exacidive  Direclors, meols  regularly
through the year. The roles of Chaimman
ardd Chisf Execulive are split, The Board Is
responsible for oversll Group etrategy,
acquietion  and  divostment  policy,
approval of major capital expendilure
projects  and  reviewe  the  trading
perdormance and annual budgels of its
subtidiary companies,

The Company Secrolery Is responsible
for ensuring Ihal Board procedures ere
compliod with, All Direclors have sccess
lo the advice and services of tho
Compsany Secrotary,

The Company is compliant vith afl
sspecis of tho Codo of Best Praclico
roparding  monExecttive  Direclors,
Ineluding their uppoiniment and selection,

The sorvice conlracis of all Exsculive
Direclors aro for temms of thres yoars or
leas,

Standing Commifiecs

The Board has ostablished a number of
Slanding Committees, conslgling of
certa’n Directons and, whare sppropriate,
spocialiet  stafl  members.  Each
Committee operatos with defined terins of
relerence, The princlpal commiltees are
tha Audit Committee and the

Compensation Committes, both of which
are chelred by non-Executive Diractors,

The Audit ~ommittea comprises three
non-Exacutive Direclors and meets at
least iwice a year. it monllors the
adequacy of the Group's Intemal
controls, accounting  policles  and
financial repening, It also discusses with
the stalutory auditors thelr proposed
audit pregramme and the results of their
audii of the Group's Accounts,

The Compensation Commitiee conslsis
of ol tha nonExecutive Direclors, It
moete regulary throughout the year and
I8 1esponsibile for reviawing the salarles
and bonsfits of the Exccutive Direclors
and other genlor managers,

The close company provislons of the
Incomo and Corporations Taxos Act 1083
do not apply to the Company

The Auditors of the Company. KPMG
Peat Marvick, have indicated thlr
willingness 1o continuo in office and a
rasolislion proposing thalr re-appolntment
vill oo put to the Annual Gonaral Meeting.

5 Atnual Gegeral meefing »

Tha Aninual Genera! Meeting will be held
al the Royal Lancaster Holal, London on
Tuesday, 27th Apill, 1993 at 2,30 pm.
Delalls of the business to bo considered
at the Meeling, ara contsined in the
soparate Nofice of Mesling and
Explanatory Notes, fy

By order of tha Board !ﬂ’\)
S D Windridge

N g,

23rd Febary, 1993

Secrotary




in an effort to Improve communications
with shareholders the Report and
Accounts have beon simplified, These
Accounts contaln a number of
medifications to the bases used In prior
years, and discloss a greater level of
information than is required, Thoy wili also
assist In the process of establishing a
basis for clear and more effective
managoment conirol,

Cosis refating fo the launch of epmmerclal
alrcraft (*launch cosls’) compiise the
costs of deslign and development,
education and Jigs and tools and worp
caried forward within stocks In prkor
years, All jigs and toole are now Included
in fixod assets, The costs of design,
development and edugation are canied
forward where the ftemms of funding
agreements make this appropriale,
Accordingly, all education costs relating
1o projects fully funded by the Company
have baen viritlen off in the currenl year
This approach Is more appropriale to the
recrganisen. egional aireraft activitics,

Launch ald reprasents emounts that will
be repayable to HM Govarnment through
the payment of lovies on 2ales of carain
Alrbus alrerall, In prios years the balance
outsianding was included as a deduction
from stocks, Launch aki is now included
within cradilors.

Interest earnod on cash recelved lrom
cuslomers’ advancos was Included in
arriving at profit before interest In prior
years, Alt such interest s ~ww included in
the inferest line,

Previously the resufls of assoclalos
had baen reflacled in the cosl of sales,
Thase results are now shown on &
saparale ling an the facs of the profit and
loss account.

The method for accounting for pansion
cosls has now been standatdised across
all the Gioup’s schemes .

An dlernont of the cash balances [called
Cesh on customers' acoount) Is the
subject of ardvange payment guarantees,
These amounts ehould ba deducted fo
arsive a1 tho Group's not debl posllion;

1932 1991
£m £m
invesimenis 1,255 1,492
Cash at bank and In
hand 382 181
Loans and overd:alls
tepnyshia
fess than one year {342) {314)
0YCS ONB YoOT (1,50 (1,036)
Het Hguid funds (23} 873
Cashon cuslomars’
acoount {16} {360)
Hat debt {257) {87

A nen accounting slandard, FRS3, will
chango the main format of the Accounis
but it is not yet mandatory, Glven tho
numbar of datailed changos, the Capital
Roduction and Lhe size and naluro of the
exceptional charge for 1802, % s
coneidered more helplulte presont thoge
Accounts In lhe same maln format as
previous yoars, Tha 1082 Accounts will
bo re-stated with tha publication of the
1993 Interlm Resulls.

Richard Laptharne - Finance Director
23td Febuary, 1923

Hot
Actourting policlos 1
Balanco shodls

Cash P colos 1033
Cach fon dlatorn

Contingpnt fiabilities 20
Coul of snlas 3
Crudiors 18
Curort assols - nvosiments 18
Deblors 15
Dolommt lax 21
Dirociors 5
Dividords 10
Eamings por share 11
Employoas 5
Excoptional and adraordinary oms 7
Fland assms - nvorimonts i3
Fired astals - langiblo assdls 12
Irdorast 4
Loans and owsdrafts 17
Mirorily idotosts 3
Opatating loaso commiments 2
Ponsion schomes “8
Proft and loss sccount (Company) ]
P:of and loss accound {Group)

Provisions for lisbiliios and charges 19
Roserves 2
Sogmontal analfysis 2
Shaip capttal 2
Stalutory resene 24
Slotks 1%
Tax |

98
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Consolidated Profit and
Loss Account

British Agronpace
for the year anded 316t Decomber
1002 1691
£m £m
Note 2 Sales 9077 10,562
Note 3 Cost of sales {10,066)  (10.347)
Operaling (loss)profit (81 215
Share of reaulls of associated undertalings 6 (3
Note 2 (Loas)/proflt before Interest (75) 212
Note 4 Interest (126) (58}
{Loss)/profit hefore tax and exceptional fisme {201) 154
Note 7 Exceplional jlems (1,000)  (266)
L.oss before tax op ordinary setivities (201 (112)
1 Tax on the result before exceptional items 2 {43}
| Tex recoverable on exceplional flems 250 17
‘ Nowe 9 Tax 272 (26}
| Loss adier tax on ordinary actividles (928} (138)
‘ Nowe 7 Exiraordingry itam - (45)
r Logs aflertay (928) (183)
| Minority intorests a1 51
7 Loss for the finenclal year (©88)  (132)
Mote 10 Diidends (47} (105)
tow 23 Bafance transfessed from teserves (635) {237}
Nowe 11 iLoss)eatninge per share belore exceplional items
On nel distribulion basis (421)p 498p

Note 17 Loas per share sfier exceptional ems
Or net diciibution basis (2408)p  (38.1)p
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Notez 12
Notz 13

Noie 14
Note 15
Noe 15
Nowe 16

Note: 17
Note 18

Now 17
Nowe 18
Nose 19

Noga 2

Note 22
Nowe 23
Note 24
Noie 23
Nolz 23
Now 23
ol 23

Note 25

Balance Sheels

British Aerospace
as at 3181 December

Fixed ageets
Tangible assels
Investmenis

Curent assels

Stocks

Debters~ due within cne year
~ dug alter one year

Investmenis

Cash at bank and in hand

Currerst Nabllitles
Loans and overdralls
Crodiles

Het currant asacts
Total asaetz l2ss cument flobilities

Lisblites faling duo afler one year
Loans

Credilorg

Provisions for liabilities and charges

Capltd and reassves
Called up shate capital
Share premium account
Sialulory regerve

Re saluation regenve
Capital reserve

Special regenve

Profit and fuss account

Shareholders’ funds
Iginotity intersats

Approved by the Board on 23rd February, 19

JCCahilt Chairman

ADLlapthome  Finance Director

Group Company
1962 1891 1962 1991
im £m m £m
3,257 3,243 1,302 1,333
431 430 1,030 998
3,088 3,673 2,332 2,331
3,448 3,151 2,085 2,144
1,708 1,560 1,409 1,205
401 82 443 26
1,255 1,402 985 1,206
362 181 05 79
7,184 8,495 5,003 4,660
342 314 124 88
4,051 4,208 3,511 3613
2,801 1,973 1,563 859
8,410 5,646 3,900 3,290
1,386 1,036 370 456
1,703 1,023 1,655 813
1,362 613 1,143 364
2,018 2,984 732 1,557
105 258 105 256
17 616 17 616
202 202 202 202
225 230 225 230
820 840 a2 105
4 - 4 -
407 553 87 148
1,760 2,697 732 1,557
238 267 - -
2,018 2,964 132 1,557

¢ (VV.VV 5
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Consolidated Cash Flow

Brilish Acrospace
for the year ended 31st Decomber

1092 1991
£€m £m
Note 27
Note 28 Net cash InflowAcutiiow? from operating activitiva 200 (107}
Return on investments and servicing of finance
Interest received 148 215
Interest paid (31} (208
Interest element of finance lease rental paymenis {15) (23}
Dividends palg {82} (85)
Dividends received from assoclated undertakings 4 -
(178) (101}
Taxation
UK corporalion fax pald {38) (46)
Qverceas tay, pald ) (1)
(12) (47}
fnvesting activitiea
Purchase of tangible fixed assels (487) {700}
Purchase of lixed agset investiments (49) (110}
Note 29 Purchase of subsidiary underiakings (1) {45}
Purchase of minority interests (4) ()
Sale of langible fixed assols 119 245
Sale of fixed asset Invegimenis - 46
Notg 29 Sale of subsidiary undertakings 12 1
‘ Note 30 Sale of non-cash equivalent current assels 1186 793
(204) 225
Het cash outfiovs before financing {314) (30}
Finanelng
Net proceeds from rights lssue - 432
Proceeds from exercise of share options - 3
Minority inlorests 18 1
Capital element of finance lease rental payments (18} (30)
Increase In loans 320 130
Note 31 it cash Inflow from financing 320 536
Note 32 Hat Increase In cash and cash ejuivalents 6 5%
Hovement of non-cash equivalent net fiquid funds (420) (€94)
Noe2y  Hetdecrease fn net liquld funds (41d)  (388)
Note27  Hovement of cash on customers’ account 194 (197)
Nowe 27,33 MNetIncreass In net debt (220) (585}
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Notes to the Accounts

1. Aoeounting Poljcles s, < .00
Basls of preparation

The accounts are drawn up in accordance with applicabls aceounting
standards under the historical cost convention as modilied by the
revaluation of cerlain fand and buildings.

The Group has adopled the previsions of SSAP19 In relation fo
investmant propaities as noled below, This accounting standerd
requires modification of *he accounting leatmert sat out b the
Companies Act 1985, The impact on the Group accounts is nol
materia),

Basis of consolidatien

The eonsolidated accounts of the Group ncorporals . accounls of
the Company and ils subsidiary and assoclated undenakings, all of
which wers rmade up to 3181 Decembear,

Goodwil arising 6n oonsclidntion Is written off directly againgt reserves
in the year of acquisition,

Fotvign currencles

Transaclions n overseas cuencies are converled al the rals then
1ufing or, vhore forward covas conlracts have been aranged, al the
contracted rates. Assels and labilies are liansiried al the rales ruling
2l the batance sheet dalo or at a contractad rale if applicable, The
sales and profils of overseas subs Aiary Undertakings aro banslaled at
average rales. Dilfercaces on Sranslalion of the uinhedged nat assots of
overseas subsidiary wciakings, arising from Ihe uso of exchango
rales ruling al the balance sheet dale, are laken dvact [0 resones,

Bales and profit

Sales compiiso {he nel vakse of delivedas made, vk comprsled o7
servicrs rendered duing the year, Salss aa recognised whan litl
passas of 6 sepaalaly klentifiable phase of 8 conlract of development
fas boean complefed,

Profit is recogrised at I tkon of sale. In the caso of contracls with
exianded defiory progiemmas, i s aived al by roforence lo the
astivated overall profitab’tly of the contract, Full peovision is made for
any lossas in the year in v i ey ore st lcseen.

The Grotp shares inwie results of Akbus Industrio and parbisipaies in
Airbus programmeswhiz - 310 effectively cartiord cul on a jont veniure
basis, Profils of losse, . the Group's patticipation ase aggregaled
wilh its share of the raslts of Asbus Indusiria,

In ptior years conlbias. prcfila included Inferes; attribulable lo
unaxpended cash recsived on cuslomers’ accounl ard cuslomer
slage paymenls, This 3 .<aniaton has been changed and such
interest is rowr included wilé , erest recaivable.

Fixed assols
Depraciation is providue ons stralght ina bagt~ on the cost or valualion
of all tangible fixed ar3uls wcepl freehold fand, assels i the cowrse
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ol eonstruclion and invesimen! properiles, Other aseels, incluging
ansels obtained undar linanca lnasos, are wrillen off over thalr useful
fives, or if leagehold buildings of obiained under finence leases and the
torm of the lease is shorter, euch shorler lerm,

Invesiment proportios are revalued annually, Revalualion swrpluses on
propartios sold are Iransferrad to the profit and loss account from the
revaisation and capllal ragervas,

Hoance leases

Assols held for leasing oul under finance kases are Included in
dabsies gl cosi kss the accumulaied capital elerment of rentals
racalyad, Tha finance charge element of rentals recoived is calculaled
I g & ornstant rate of rotin on the nel cash investment in the kease
and s mcluded in salar,

Astaln oblained unider financo leases are Included in tangble fixed
oassnis at cost less dopreciation and the refated cblijations Included in
kans, Rontal paymonts are apporiioned botween the finance element,
which is chargod gs irlorsst, and the capilal sloment, which roduces
e outstanding obligation for fulure hstalments, 8o as lo give a
constant rate of chargs an the aulstanding obligation,

Operating Jeases

Assals held for teasing nul under oporating loases are included in
langible fixed nssels al cost loss daepraciation. Ranlal incoms is
soognised in sales as the raceipts fall due Rental payments for agsets
acquired undor oposating leasns are charged In anrlving et operaling
prolit,

Slocks
Stocks aro staled at the Yower of cost, Including all relavant overhead
expendiure, and nal realisablo value.

Dovelopmant  propertios and  rationalisation costs - Cosls of
dovekpmant proportios ckide rationaligation expenditure incurted in
iespect of operaliona! siles surpkis 10 requirements end Inlarest on
bowrowings  spacifically  attibutable  fo  the  developments,
Ratlonalisation expendilure includas redundancy and sile clearence
cosls and Is nckudad I cotls of dovelopment proporties to the oxtent
that # I3 recoverabla from the estimatod disposal proceads of the
wiplus sites, Provision Is mada for any anlicpated shortfall batween
tho astimaled total disposal procoeds and the eslimated lotal ¢osls in
taspect of &l seplus silos coversd by ralionalisalion schemes,
Estimated disposal proceeds of such swpius silos ate basad upon
advico 1oceved from lodepandont valuers and assume the grant of
tekvant planning consent but exciude any dovelopment profit,

Long torm conlracts - Work In prograss relating fo long lerm contracls
is staled at cost plus attributable prolit earned to date less provisions
fof anticipalod Yoss0s,

Ahbus indusirle

Amounts relaling to the Group's patiicipation in Alrbus Industie are
ncluded in deblors of credilors as appropriale. Previously such
amounts were nckided & stocks, Comparative figures have been
restaled W reflacd this chanige in presentation,
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1 Acseunting pollcles confinued

Cash recelved on customers' account and customer siage peymsnls
Amounts raceived from cuslomers In accordance with tha leims of
conlracts which specify paymants in advance of dolvery are credited,
as progress payments, against any expendilure ncurrad upon slocks
of work in progress for the parlicular contract with any unaspended
balance held in creditors as cusiomer stage payments of, if the
amounls are sibject lo advance payment guarantees, as cash
received on customers' account.

Research and developmont

Expendilure on research and devalopment is wiillen off as incurred
and charged in ariving at operaling profil, excepl for that elemenl
expended en tuildings or supposiad under conlract,

Launeh eosls
The costs of ‘auaching & . ot §.0,0%0 falf nio thieo principal
categories, design end denlopment; education; and jigs end lcols.

Design and development and education -1 the casevhers the project
is fully funded by the Comparny, design and development and
education expendilure §s charged 10 proft as incwired. This epsroach
is mere appropriale lo the recrganised reglonal alicrall pelivitles and
will be epplied 1o any new projacts, Freviously aducalion expendilure
was carried forward and amodised by reference lo an appreprisle
assessmenlof sai2s,

I the caea whese the project has extemal funding, design and
development and educalion expendiue Is catried forward and
amorised by reference (0 an assessment of sules where the terms of
the funding &rangemenis mave this approfxiste,

Jigs and fools - Expenditure o0 jigs end lools s car: alised inlo foed
asseis and depracialed over k3 uselul file, Thisrepresenia a chango of
accouniing clasiicaion; in prior yous such cosls were carried
forwrard in slocks and amorised by refecence to an appropriale
assessmaont of Iotal salas, Acoordingly, tho comparative figuies for
fived asgots and stocks have been restaled, The impact on profit of this
change is not material,

cavernment lunded faonch eld

In secordance with the provisions of the Civil Aviation Acl 1982, Hh
Qovernment has provided 1o the Company funch sidf lolalling £703
million for various Azbus projects, Tha Company tepiys the launch akd
lo HM Government ag favies on aircrall sales, which ee charged in
arriving at opesaling profit, The remaining launch ald, which was
previously daducled agawnst slocks, k8 incldad in croditors,
Accordingly, the comparative figures have boen restated o reflact this
changa n presenlalion.

Tax

Piovision lor deferred lax is made using the fability method (o the
extent thal the net defered tax assal of Rability s lkely lo crystalfiso i
the loreseeable fulure,
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Ponslont

The pension fund schemos are assessod In accordance with advice
from qualified actuaries and the costs charged in arriving at operaling
profit 8o as lo spread the cost over tha remaling expected sarvice
Iives of the employees within the relevant schemes,

1992 1901 192 1991
m & £m fm

Defence 4,003 4,266 a2 a7

Commerclal alrcraft 1,485 1667 {a37) {37)
Molix vehicies aess 3,744 (48) {52)
Property dovelopment B3 N {2) (24)
Constructicn 2 781 14 2

Othor businesees and

headaquarniors ax 363 (53) (74)

10,384 11,112 (75) 212
Less: inlra-group {407 (550) - -
9,577 10582 75) 212

Salas lnchuds rental income from oparaling kases of £83 million (1991
£85 million).

The inlra-group sales farguly arise in the Delonce and Zonstruction
businass sagments; £181 million (1931 £361 silllion) ociginale from the
Untiad Klngdem and the remalnder from the rest of Eutops.

Inclded within kas baelore inlorest of Other businesses and
headauariers n 1992 iz a charge of £36 milion i respect of full
provision againgt the cairrying vakio of o Group's investment in DAF
v,

in prior yeais pxofit belore knterest includad interest altributable 1o
werponded cash recolved on cuslomors’ account and cusiomer
slage payments, Such amount i now Included within interest and,
accordingly, the comparativo peofit bofore interast figure above has
baen restaled from last yoar's published figure to reflect the change in
prasentation,

(Losa¥nofit beforo tax
#ref oxsoptional Homs Aszols omployod
R 1991 12 1991
m m £m o
Defance 533 553 1,418 1,380
“ommercial axeral {410) {59 {133) 1,016
J.olox vehitios (115) (83) 1,444 1563
Property development {28) {24) 130 160
Constrrction 2 28 181 160
Dther businasses and
heaquariors (55) (80) 428 167
(s0) 338 3488 4426
Unafiocated interast
and borrovings {151} (184) (1,448)  (1,462)
(201} 154 2018 2964




2 Ssgmental Analfysit continued

The distribution of sales by geographical market comprised:

1602 1001

&m m

Unitad Kingdom 3,309 3,800
Rast of Europs 273 2,620
Middle Easl 2415 2,680
U8A and Canada 641 56
Far Easl 2 423
Australasia 114 I1£9
Central and South America & 118
Africa 1o g5
8077 10682

AN AN  Pep——

Sales of £9,411 millian (1931 £9,970 milion), loss bofore Introst of
£89 milfion (1991 profit £184 million) end assols employed of £4,840
million (1891 £2,804 mitlion) eriginale from hs United Kingdom. The
remaining sales, profit before Interest and assels employod originale
from the test of Evrope.

1552 1093
£m tn

Raw malerizis 1,206 1M
Changa in stocks of finishod goods and work
In progress (240) 474
Stall cosls (Note 5) 2200 2403
Peprectaton 433 306
Net provisionss crealed
(exchuding pensiong and daforred b

In provisions for Fabilitlas and chargjes 1,12 213

in investments, againat the carying vakse of

DEENV %0 -

in investmenls, other diminulions in vakuo 6 -

In slocks and alsmvhere 142 a2
Other exiernal charges g3e8 5765
Other aperaling lncome (209) (178)

11,058 10,658

Less net costs deak with as:

Excoplional flems (1,000) {266)

Extraordinary Herns - (45}

10058 10347

Lo o

In prior years, the cost of sales nolo inchuded the Group's share of
results of associated undetlakings; such resuils ara now/ shown
separaiely on the faca of the profit and loss account. fn additicn, cost
of salas has boen prasemed in a revised fom this year, Accordingly,
the comparaiive cost of salas figure above has been festalad hiom last
year's published figure fo reflact these changes in presenfaticn,

inciuded within the above analyels aro tho following expensos:

1992 1091
£m £m
Opeialing lease chargos;

Plant end machinery 78 114
Othar, Including akreref 162 157

Resaarch, dasign and development:
Cornpany funded 151 104
Other 400 447
Traking 74 20

The remunerelion of the Audilors for the year ended 315t Dacomber,
1692 for audited viork was £2,968,000 (1891 £2,676,000), In addition,
£5,685 000 vias poid in the United Kingdom 1o the Auditors in respect
of non-audi work,

[P R L S RPN AN
14»"“ g‘ I: CLIMY: ]
qilitereste o

102 1991
m em
Intorest recalvable and similar incomeo 130 173
Intoeesi payeble and similar chargos:
On bank kans and overdralls and other
loans mpayebio within five years {111) {104)
Onother ans {143) {125)
On finance loases (15) (23)
(13%) {79)
Add back: Interest capitalised Inlo
developmont pioporty 13 21
Het intores! payable (126) (58}

in prior yoars, prafit boforo interest included interest aftributeble 1o
unazpondad cash received on customars’ account and customer slage
payments, Such inlorest 18 now includad wilhin Ihe inferest fine and,
accordingly, the comparative interost figure abowa has been restaled
fromlast year's published figure to refiect this change In presentation,
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5 Employees- -,

The average weekly nurabear of employees wag as lollow:

1892 1991

Humbee Number

o0 ‘000

Delence 40.2 48,7
Cornmeraial aircralt 224 255
Molor vahicles 38 38.3
Property development 03 0.4
Conslructicn 54 &5
Olhot businessas and headguarlers 48 £8
103,56 132

i

The numbsr of employess af the end of the yesr was 102,500 (1951
115,700).

The aggregate payroll cosis of e employess wara

1992 1991

m ¢m

Wages and salaries 2,028 2,167
Soclal secwrity costs 183 184
Olher pansion cesls (Nole 26) {n 52
2209 2403

Emoluments
The omoluments, nckiding pansion contributions, of tha Dikecius wore
as follows:

1992 199

<000 oo

Fees 180 192
Other emioluments 2,59 2310
2,848 2,502

Kr J C Cahill and Me B L Rtk have waived the righls (o 1ecelie
Dreclors’ lces; the wakiors refzle lo (vl enliliement o Dioclors’
foes as well a3 lo these payabisa in 1992 Tolal lees waked during 1392
amotinled [0 £25,000.
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The smoluments of the Chalrman and highast pald Director, excluding
penclon conlributions, were:

1092 1699

£ £

Chalrmen (tee note (a) balow) 439318 207,700
Highast pald Blractor (see note (b) below) 465191 338,110

{a} The emokments of the Chairman from 1sl January, 1892 10 30th
April, 1932 wore £78,673, The total emoluments of the Chakman
paid by all subsidiaries in the Group for ihe wotldvide services of
tha Chaiiman from 18! May, 1392 lo 313! Decembar, 1992 wero
£360,645,

(b} The emcluments of the highest paid Director In 1992 Inchude a
cash sum pald on appointment,

Two Dlraclets recolved paymenia totalling £652,843 (1991 £194,469)
i connaetion wih the terminalion of their conracls, An amaunt of
£452,400 {1531 £nil) was pald lo a past Dlraclor relating to penslons,

Tha emoluments, excluding pension eontributions, of the Chalmen
end Direxfors fe¥ within tha loliowing ranges:
1002 1991
o0 Nunbor  Mumber
Ok &
5 10
10 15
15l 20
20 25
2510 30
55 &0
B0 B85
1001 105
1£0 fo 165
15850 160
160 o 165
1851 170
180 %0 105
205% 210
23510 240
24010 245
245 250
255 lo 200
260 lo 265
2010 205
30510 310
33510 M0
34510 350
380 o 368
40510 410

The number of Diraclors shown above Includes Direclors who heid office
for only part of the year,
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8 Direglors continued

Transactions

Rover Group Holdings plc, a subsldiary of the Company, owns a half interest in a flal in London In which Sk Graham Day, a non-Exacutiva Director of
the Company, owns the remaining interest. The flat is occupied by Sir Graham withiout payment lo Rover, but he has full responsibility for tho
malntenance and all outgoings. Sir Graham has an optien to puichase Rover's interast in the property al full market vafue with vacant possession at
the time the option is exercisad. Sir Graham entered into this transactien prior [o the acquisition of Rover i 1888, The Companies Acl 1985 requies
accounts lo state lhe valug' of any such asrangement and provides that, if such value cannot be expressed as a specific sumn of money, it Is deemed
1o exceed £100,000. The Directors consldar thal Sir Graham's rights over tha proparty cannol be expressad as a spacliic sum of monay: however,
they balieve the real value of this right during 1992 was less than £100,000,

On 14th Augusl, 1992 the Company acquired the equily share capital of Cashhold Limited held by certain exacutives of Arlinglon Securitles Pic,
inchuding Mr H R Mould (a Director of the Company from 1st January, 1981 until his resignalion on 14th August, 1992), salisfied by the issua of
£7,760,000 of Variable Rate Unsecured Guaranteed Loan Noles 1938, Mr Motdd previously hald 27.5% of the equity sheve capital of Cashhold
Limited, Cashhold Limited owns 49,9% of the eqully share capital of Alinglon Estalns Limited; the remaining equity share capital Is owned directly
by the Company. Arlington Estales Limited and the Company enlered into a Properly Development and Managoment Agrecment on 18th July, 1989
{paricutars of which were set out in the circular refating lo the recommended offer by the Company for Atlinglon Securilios Pic in July 1988), under
which Arfinglon Estates Limiled agroed, infer alia, 1o develop, manage and roalise tha proparty portfolio of Arlinglon Securias Plc and cerlan other
development properties of the Group in return for an annwal retainer and fees relalad o future profils realised on the properly managed. The Proporty
Davelopment and Management Agrecment has been teriminatad with effect from 15t Augusl, 1532 and no payments In respect of feas relating to
peolits realised on the pxopetly managed have bean of will be rade,

AL 315t December, 1992 there was an aggregale balance of £415,508 oulstanding on houss purchase loans made (o of arranged for 10 officers 1o
assist with thelr relocation at the Company’s reqgussst

Shareholdings
Tho iaterests of e Directors in the ordinary shares of the Company and the options granted 1o Direclors to acqguire ordinary shares in the Company
were as lollovws:

Ordinary Shares of 109 each
thaon Share Cplions
A A M At Gronisd
1slJaruery, 3184 Docomber, 1 Januay, 31l Dacomber, dudng
1092 e 1992 1802 1992
J C Cahill §0,000* 100,000 . . -
£ir Jarmes Blyth 741 741 . . .
K CBrowm 2,000 2,000 - - -
Sie Graham Day 1,62¢ 1627 - . -
RHEvans 10,032 32,492 305,696 305,693 .
S Gilftbrand 3,000 0,000 189,326 200,310 084
A C Hampel 700 700 - - -
Lord Hollick v . - . -
A L Kisk - 25,000 - 48,543 48,543
A D Lapthoine -* 28500 . 553,388 553,308
G Simpson 3,558 11,058 176,682 177,666 984
*Al date of appoiniment

Snare options were granted 1o cerlain Diraciors on:
(a) 31st March, 1392 under the British Aerospace SAYE Share Option Scheme, exercisable at a subscription piee of £2.97, normally In 1997; and

{b) 6th November, 1992 under the British Anrospaca Executive Share Oplion Scheme, exercisable ata subscriplion prica of £2.08, normally batween
1995 and 2002,

There have been no changes in the inferests of persons presently Direclors of the Comparty betwoen 31¢t Dacermber, 1992 and 231d February, 1893,




7 Exceptional aiid Extraordinary lems -0

1992 1091
m £m
Exceptlonal ltema
Reorganisatlon of Regional Aircrafl activities {1,000)
Loss on 5ak of invesiments - (16)
Provision for reorganisation and rationalisation
cosls - (250)
{1.000)  (266)

——————

The reorganisation of Regional Afrcral? activitios includes the provision
fer estimaled cosis agsociated with the financing arrangements of the
exisling BAg 146 regional aircralt fleet, cosir relaled 1o operations with
Avro International Acrospace Limited. <d5!s of chosure at Halfield as
eneof 1he regional aircraft manulz. turk g siles and the costs of transfer
of assembly of the Advarced Turboprop alreroll o Prestwick, site of the
Jet-t cam arcref operations, 10 form a combined turbopion acte/ily. In
virsr of £ long teren nature of these liabllities, the provision has been
caculated o0 a net present value basis. A doferred tax as561 of £250
millior: has been eslablished in respect of Ihese cosls,

Tne £1,000 million provision has been deal] wih in the Accounis us
foliovrs:

In provisions for liabilities and charges 820
In stocks 170
1,000

The bss on sake of ivestmonis n 1231 arose from disposal of tho
Company’s 24% stake in SD-Scicon pic. In accordanco with then
azcepted accounting praclice, no account was taken in the 1999
Acceunts of goodwill written olf against reserves on scquisition, Such
goodwill is now required & be included in the calcufation of prolits on
dispasals, and accordingly £31 mitlion of gooduili has baen tanslerred
from capital resorvas and chargad 10 e crofit and kss account,
reducing the profi of £15 mittion published in the 1991 Accounts o a
loas of £16 miliion. Thera was no lax caage or cradit arisiag lrom this
disposal,

Extracrdinary lem

The exiraoedinary item i 1991 was in rospec! of the clostio cosls of
Stesting Molor Carg Inc folkowing the annolncad vithdraval of Rovor
from the US mator car marked.
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In accordance with 1he provisions of the Companies Act 1985, a
geparate profg and loss account dealing with the results of the
Company only has not been presented Of the consclidaled kiss alfor
1ax of £328 mifion (1891 loss of £163 mitfion), a Joss of £782 milion
{1991 profit £32 million) has been deall with n the Accounts of the

Company.
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1092 1991
€m tm
UK corporation tax at 33% (1991 33.25%)

Current yaar -

Prior year (50) -
Deforred tax (235) 15
Advance corporalion tax 4 -
Overceas tax 9 10
Avgocialed undertakings - 1

(272) %

Inclsdad abova Is a doferred tay credit of 2250 million {1991 delarred
Lax eradif of £17 milion) arlsing In respect of exceplional tems (see
Nota 7). Thera Is no UK corperalion tax charge due to the evallabllity of
curioni yoar lax bossos,

0. Diviggnads i

Inturim 3p por ord:nary share daclared
{1691 8.9p pald) T pis

Final 4p per ordinary shars proposad
(1991 16,1p)

Prelerenca dividends

'h

or/Share; 4%

Eamings por share figures have boen calculaled on the basis of a
wolghtod average number of sharas in Issie during the yoer of 377.4
milion (16812833 million) and the fullowing earnings;

i
ufy i

992 191
m o

{Loss)/profit bofore tax and exceplional ilams (201} 14

Tax tharoon 22 (43)

Minority inferesis 41 51
* Preference dividands ___fa (21)

(Los:)l;rom bafore oxoepﬂonal Hems atirbutable

{o ofdinary sharcholde {158) 141

Exceptional floms

{1,000} (266)
Tax on excaptional items 250 17

Loss on ordinasy aclivities atlribulablo to

crdnary shareholders (909) (108)
Cn the abovo hasls the (loss)earnings per share figures ase;
Bolore Algr
excoptional Xoms oxcopliony! doms
R 1901 1992 1891
Onnetdisiibution basts  (421)p  49.8p (2408)p  (38.1)p

The comparative figres for eamings per shara have been restated from
last year's published figures lollowing the revised troatment of goodval
on disposal of the Company's 24% slake in SO-Scicon ple in 1991
(sco Note 7).




12:Fixed Assels ;ﬂam o Asspls

£m fm £m tm £m

Group
Cost or valuation
Al 1st January, 1992 1474 150 2,846 1,146 5,716
Exchange adjustments 17 - 38 10 83
Reclassifications 14 (12} 8 {8) -
Translets to slocks {55) - (32) 3 {90)
Additions 79 414 210 167 487
Disposals (28} {37) {126) {40) (31
Revalualions (N {n - - (8)
Asising rom acquisitions ] - ] i 8
Al 3151 December, 1932 1,495 141 3,048 1,263 5045
Caprecialion
Al st Janvary, 1692 104 g 1,664 707 2,473
Exchange adjusiments - 1 16 ] 23
Reclassifications 2 2 4 {4) -
Translers 1o slocks (3) - (29) - {32)
Charge for the year ke ¥ 3 168 10 331
Disposals {2) {1} {79} (23) {111)
Arising from acquisitions ~- - 3 f 4
At 315t December, 1992 131 2 1,757 1 2,638
Mel book valug
At 31st Decembey, 1692 1,084 132 1,288 472 3,257
At 31st Decerber, 1091 1,970 142 1,202 9 3,243
The amotnls 4t 31st Decamber, 1992 ciudo;
Cspitalized linance loases:

Cost - - 310 3% 636

Accumufaled depeeciation - - 172 268 438

Oepreciation charge for the year - - 20 19 35
Short leaseholds - 3B - - 5
Assels let under operating *ases;

Cosl 41 15 11 - 67

Accumulated dacreciation ! - 2 - 3
Non-deprecialed assels:

Investment propeitios &0 a5 - - 85

Asszels In coursa of constiticlion 21 - 114 75 210

Other assels, including land 219 6 1 - 2%

A



12 Flxad Assale - Tangible Axsols coritinued

Land and bulkdings Piant and Flvures, Tote
Froehold Loasnhold machinory Iitings ard
oquipmerd
em £m e g¢m m
Company
Cost or valuation
Al 1st January, 1532 822 38 1,153 290 210
Raclassilications 21 {20) 3 4 -
Transfers to slocks (3) - (4} (3) (10)
Additions 42 20 a2 25 169
Disposals (26) - {38) (24) {88}
Inlra-groun lransfers (1) - (16 (18}
At 31st Dacember, 1992 653 38 1,181 284 2,158
Dapreciation
AL ot January, 1992 3 3 548 188 768
Reclassiicalions 1 {1 5 (5 .
Transfers lo slochs - - (4) {1} (5)
Charge for the yeas 13 - 75 33 121
Disposals (2) - (8) {18) (28)
Intra-group translers - - {2) - {2)
At 3131 Docember, 1592 43 2 814 185 854
Hel book value
Al Z1st Decermber, 1992 610 46 667 83 1,302
Al 315t Deceriner, 1931 583 a5 605 104 1,333
The ammunts 3t 31sl Decomber, 1692 kckde:
Capitafised fingnce keasas;
Cost - - 59 107 166
Accumutaled daprecialion ~ - 10 8o 1]
Deprecintion charge for tho yoar - - 4 10 14
Short irasahelds - e - - 2
Nan-degtecialed ascels:
Astois in coufen of consliseticn B - 20 - 3
Other assels, ncluding bind 76 1 - - w




12 Finad Assatt =~ Tanglble Assots continuad

in prior years expenditwre on Jigs and toc!s arising on Company fundad alrcralt projacts was carried forward b stocks and amorlised by refersnea to
an appropriate assessment of tolal sales, such expenditure 13 now capltallsed into lixed as.21s and dopreclated over its uselul fila,

Accordingly, plant and machinary for the Group and Company el 18! January, 1892 includos £484 milllo in cost or veluation and £231 mitlicn in
daprecalion which was previously hald In slocks,

Capital expenditure not provided fof in the Accounts comised:

Gitup Compony
1992 1991 1992 1991
em £m &m £m
Fitm exders 1% 105 - 20
items approved but not orderad 217 8 33 20
e 413 61 40

Land aid buildings comprised:

Assats of tha Company included at Directors’ valuations of 3 1s! Dacetnbor, 1084 or at 315t Dacember, 1088, {aking account of independert
Professional advice, on [he basis of open meatkel valus for existing uso or dopreciated replacement cost, as appropxlate; or, In the case of
subsequent additions, at cos);

Assels ownid by subsidiary underlakings acquired sinco 1984 which are nchuded at fair vaise at the data of acqulsition; and
Investrant properies includad at Direclors' open markal vakuation, foliowsing review by the Group's profossionally qualified staff, at
3151 Decembey, 1902,
Analysis of zosl or valtalion of land and bulldings
Group Company

om £m

Land and buidings at 315t Daceraber, 1992
Alvaluation - 1984 2 2
At valuation - 1088 453 444
investment preportios 85 -
Al costflak valya at acauisilion 1,098 245
1,636 691

Buildings are doprcuialed over 40 years, o the lease torm ¥ shorler, Othes fied nceols are deprechalod ove: 4 to 15 years, :
I and and buildings had nat been rovaluad, the foitawing srmounts would have beon incleded in tho balarnce sheol:
Grotm Company

tm £m
Historic cost 1,447 503
Depreciation (154) (82)
Hel book vakie
Al 31t Decernber, 1932 1,283 421
Al 315t Decomber, 1991 1310 48

Tre dapreciation charge for the year, based on i historle cost, would have beon £28 million for the Group {1931 £21 mition),




13- Fixeb Assels

Group

Cos! of carrying value

At 15t January, 1992

Exchange adjustments

Goodwill adjusiment

Provisions against diminution in valua
Additions

Disposals

Translers

Al 31st December 1992

Retained profils

At 15t January, 1992

Exchange adjusimenls

Shara of retained bosses for the year
Translers

At 31st December, 1952

Nel book value
Al 3188 Decembzer, 1992

At 31s! Decembxes, 1991

Company

Costor carrying va'ug

Al 15l January, 1992

Exchange adusimenis

Provisions aganst dimiaution in valus
Additions

Disposals

Transiers

At 315l December, 1992

Loans from subsiciarnios
Al {8t January, 1992

At 315l Decamber, 1592

Nel book value
At 31s! December, 1992

Al 31st December, 1991

cAnVesHnBnts 44

6 g e
o el g

d3Els

lnyostmonts Assoclated Tolal
undortakdngs

&m £m £m

252 171 423

4 4 8

- (10} (10}

(41) - (41)

1 48 49

- (1 m

{21} 16 (6)

195 227 422

7 7

{4) 4)

6 6

9 )

185 236 43

262 178 430

Sinkdiary mvosimonts Associalod Totel

wundarlakings urclorokings

m m £m m
1,131 51 1,185
5 - - 5
{137) 4] (3) (142)
174 4 179
® - (1 (i0)

- 13 (13} -
1,164 15 48 1.217
(187) {187}
(187) (187)
urr 15 38 1,020
944 3 59 995

Included in investments for the Group in 1921 ara thoso fisted cn the UK Slock T “hnga al canrying vaiue £36 milfion (narkot valua £31 million}. In
1992 all such listed investments hava been lully providad for in the Group ars trerw!=.a hava u nil carrying va'ue, Tha market value of these lisled

investments Is also nil for 1992,
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13 Flv2d Assals ~ Investmants conlinuad

feludaed in subs-diary undedakings Is the Company's inferast In non-trading subsidlaries whose ascels compriso loons io the Company tolalling €187
miifien which have been offsel cgainet the cosl of tha Company's iwveslment,

Inciuded within Investments Is an investment in 20% of the ordinary share capital of Honda of the UK Hanufacturing Limiled, a company regiatered
in €ngland and Walos, This Is held wilhin Investments in view of the conlractual restriclion on tho Group's ablity to infiuence the management of that
company, The latest published accounts avallebla for Honda of the UK Manufacturing Limited are for the year ended 31st March, 1992 and show
aggregate cagital and resarves ol £250 million and a ratained Joss for the year of £84,000,

Included In the diminution In vakus of invastmenis of the Group Is £36 million which represents full provision against the carrying valun of the Group's
investmenl in DAF RV

T principal subsidiary and associated undertakings conlrbuling lo the Groun's resulls al 318! Docember, 1992, all of which are diratily ownad by
the Company, excapt vhare Indicaled, wors as follows:

Coyrtry of isgund sharn capilad Properion hald
inconpotatlon by Orditieey Frofarrod Orchury Frodmaed
principed opocalion
Principal subsidiary undartakings
Arlington Property Devebpments Limited
Business park deyeloper England E55m 100%
Arlinglon Securitips Plo
Properly irvestenent and slevelopment England £11m £25m 100% 1009
Ballast Nodam 8Y
Infernational consiruction Holland DFI 126m 100%
British Aerosprace Ir ¢
Marketing, product supnost and financing acti/ities USA US$52m 100%
Corporate Jafs Limited
Manufacturer of corporala aleralt Eagland £1,000 100%
Rovgr Group Limitod
Manufaclurer of moter wohicles Englana £520m 80%
{#ied by Flerver Group Jcidiegw plef
Foyal Ordnance pie
*fanulacture o amminitic's and vieapon syslamns England £60m 100%
British Aerospaca Spaco Systema Limilsd
Manufactuser of space syslems England £20m 100%
(Hakd boy Be Hars A soace Spaow and Commanications Limtod)
Puncipa! sseoclaled underlakings
Buiwpad House Broup PLC
Relail propany lvesiment and devalopmant England £1501n £51m 0% 50%
(Ovesinary sharms totd by Addegren Sk P

A luller fist of Invesiments appears on pagye 48,

e -



14 Slocks:
Qroup Company
1902 191 16952 1991
£m £m &n £m

Raw materials and
consumables 180 158 128 104
Woerk In progress 4,105 3877 3,564 3,214
Finished goods and
goods lor resale 754 140 168 130
Development propertias 562 341 it 202
Progress payments {2173)  (1.968)  (2078)  (1,508)

3448 3,191 2,665 2,144

Included within work in progress for the Group and Company are
unamorlised launch costs relaling 1o programmes supporied by launch
aid of £500 million (1931 £548 miflicn) and net costs lass forasooable
losces on fong term contracts of £549 million for the Group (1991 £717
mithor} and €250 million for te Company (1931 £275 million). The
payments on account applicable lo these contracts and included
within progress paymanis are £488 million for the Group (1991 £654
milion) and £220 million for the Comparny {1991 £208 mitlicn),

vevelopment preperties for the Gtoup include capitalised interast of
£33 milken (1931 £30 million) and rationzlisation costs of £303 miflion
for the Group (1591 £178 millon) and £280 million for ihe Company
(1891 £188 million). Thasa ralionalisation cosis are aller doducting
pievisions of £350 mitiien (1834 £350 miflon) Jor the Greup and £174
miliian £1391 £474 millico) lor the Company,

Due within ene year

Trade dabioms 1,115 1,186 524 435
mounts owed by

subsidiary unidoriakings - - 608 513
Arnciails owed by

as:ocialed underatings i) 47 2 3
Othet deblors £04 245 2535 42
Prepaymenis and accrued

income 82 11 2 52

1,708 1,668 1,409 1,205

Group Company

1992 1901 1992 1991
m £m £m )
[ue eflor ono yoar
Trada deblors 74 28 54 24
Amounts owed by
eubsidiary undertaking - - 140 -
Arourits owed by
assoclated undertakings 23 18 ] -
Deforrod tax {Note 21) 250 - 250 -
Othar deblors 49 35 - 2
401 82 449 2%

2308 1671 1,858 1,231

Inchided within trade deblors dua within one year are amounis
reccverablo on fang lerm contracts of £60 million for the Group (1991
£71 millon) and £60 million for the Company (1691 £70 million),
Included within olher debtors faliing due afler more than one year for
the Group Is £26 million (1291 £18 milion) In respect of prepaid
pension conlributions,

Fixed Intorest Government

soruritios - 16 - 18

Comrnercial papar and

fepurchase agreemants 174 288 20 205

Tarm deysits with banks

and building societies 1,043 1,045 985 8%

Other socuritios 38 174 - 157
1,255 1492 895 1,206

192 1991 1982 1099
m £m £m on
Due within one e
Bank loans and ovordralls 293 256 113 73
Eutopean lnvastment
Bank foan (sacured) 5 5 - -
USS 9.038% bank joan 4 - - -
Obdigations undar
fnance lsases 40 53 it 15
342 14 124 8

The bank kans and overdeatis for Group and Company include
£24 miflion (1991 £22 million) sacured by ¢iarges on assals,
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17 Loans and Qvardralts coniinued

In the case of loane drawn under cemmitted reveiving cradit facliitios,
the data of repayment shown ebove s the date of the explry of the

Growp Company
1992 101 1092 1091 lacliity. In the case of commercial paper, the dale of repayment I the
£m m £m £ dalo of explry of tha committed revolving crodit facliity which supperts

Due after one year
Commarcial paper 48 83 48 83

European Invesimen
Bank loan, final nstalment

tha pregramme,

2008 (secured) 3O 345 - -
Medium term notes 249 a2 - -
US$ 8% Eurcbond,
repayable 1997 235 - - -
Eurod-Slerllng 1|1c:"2%008 5 50 150 60
fotemng 06 Dus v o you
bond, repayable 2014 100 100 100 100 Trade creditors 1,835 1,993 930 1,295
Privata Placemart 10,15% Cuslomer stage paymonls 334 335 255 221
loan, repayable 2000 64 57 - - Cash rocelvad on
Schuldschein 9.2% bovd, cusiomers’ account 166 360 131 a39
tepayabla 2000 34 34 - - Launch ald a2 41 2 41
US$9.038% bank kan, Amaounts ovwed 1o
repayable 1393 to 1996 12 16 " - subsidiary undarlakings - - 1,169 i227
Other loans 2 68 § £8 fumounts owed by
Obligations under assoclated undertakings %3 106 - 1
finance leases 148 151 69 65 Cotporation tax 21 98 18 62
05

1386 1,008 37 458 3&23:‘#’ c%st.;n A sock 170 173 63 42
I 1991, other fsans to the Greup included £24 mitlion secured by ibad %lgogiz"m ;g 2;; ;;g 1;;
charges. Accruals and deferred
Commescial paper with a maximum poriod fo maturity of 265 days s incorre 1,45 770 549 184
ncludad in loans falling due afier cne yoar as it Is tho ntention to fssue 4050 4208 3311 3813
further paper on malrity of lo ro-finance the borrovings hrough
undravm commiltad madium lerm bank facifitios, Duo after ono voar
Euro-Doltar and Stesfing commercial papar ase at varlablo markel fates Trado cradilors Wie 379 8 ar7
of Interest and at 3181 Dacomber, 1992 averaged 3,5% and 10,2% Customer slago paymonts =~ 65 - -
respectivaly. The Europoan fnvesiment Bank Joan is a! fixed ratas of Launch akd 624 527 624 527
intesest, with 2 walghted avarago of 109% and Js seeured against nol Other craditors 2 L 15 7
amounis payable by Alrbus industia to the Group, Tho medium term Accruals and deferied
noles are af rales of inferesl botweon 7.1% and 9.3% end are incormo 35 49 " 2
repayable between 1897 and 2001, Ciher bans, which includa 1,703 1,033 1,655 913

boriowings denominaled in foreign orencies, ara al variablo rales of
intetesl, belveen 2.0% and 12.0%.

Tha above loans and overdralls are repayable as foliows:

Ineluded within trado croditors falling due within one year are payments
on account received In respoct of kg term conlracts of £48 million for

Growp Cempary tho Group {1891 €12 million) and £48 milllon for the Company (1991 £3
o7z 191 1092 1991 million),

(] tm fm on

In one year or lesg 342 314 124 88
Betwean one and two

years 93 107 52 62
Between two and five

years $28 233 28 95

In later years 7 698 205 292

1,78 1,350 454 544
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Group

Al 1st January, 1992

Provisions created

Provisions released

Expenditure chargod against provisions
Other provision movaments

Al 315t December, 1992

Company

Al 1st January, 1992

Provisions created

Provisions released

Expendilwe charged against provisions
Gther provision movements

Al 31st December, 1992

Dolesrad Porsions Conlact Wartontias Closro Rocoureo Totad
(L conlingencios ared aflos- and and othor
and iases  salos sorvico  recsganiselion
conls
&m m m tm £m em 0]
Neto 21 Medo 26
22 163 46 164 49 169 613
7 - 18 84 684 37 1,152
{4 (25) {11) {5) - " (48)
- - (12} {98) {134} (87} (341)
- 10 @ 4 1 {9) 4
25 148 40 149 680 440 1,382
16 128 20 85 10 128 364
5 - 11 4 660 370 1,050
- () () 4 - (12) (27)
- - n {20) (125} (105) {251)
- 5 2} - - 4 7
20 125 23 45 545 385 1,143
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20" Operating Ledse CDmmitments anu

t

ConlingentLiabilities, =, '~ -

Commerclal aircraf} salas aro fraquently subjact 1o the arrangament of
linance {including fease finance} on extended terms provided efther by
the manufaciurer or by lhitd parties, where the terms may kvolve
recourse to the manulacluter, In circumslances where the Company
has itself arranged the finance, gonerally by salling tha alrerall to athird
patly lessor and leasing it back undar an operaling lsasa prior 1o
enlering into & sub-lease with an oparator, an obligation lo pay head
lease rent is crealad, Where the lerm of the F.ead lsase s fonger than
that ol the sub-leage, or where the sub-lease renlals are less than the
head lease rentals, the tolal head leasa paymants will exceed those
due under lhe sub-lease, thus crealing a nol operating lease
commilment.

Operaling lease commiiments lalling due alter 31st Dacembear, 1932
are as folovs:

Croup Cemparny
1992 1931 1992 1025
on £m &m n
Tolal commitmenis under
Commercial aircraft and
other head leases expiring.
Inone year or less 197 173 55 45
Between one
and five years 701 552 191 152
in laler years 1,287 1,114 414 331

2,195 1,839 B850 528

Property lease rentals, which are not included abova, payable by the
Group and Company during 1993 on lease commdments expiting afler
more: than 5yeass are €14 millon.

Tha Group and Compary also have liabilities in relalon o cetla’ similar
operaling leases w tospact of yhich Abus Industria i the obligor,

The uture rentals recef/able in respact of eommitfad sub-leases, all of
which refale lo Commercial gircrall, ara a5 lolkwe:

Cioup Cempony
1992 1991 1992 1991
£m £m tm £m
Tolal ranlals 1ecetvable
in respect of sub-leases
expiring:
Inone year ot less 17 95 B 32
In latar years say 542 219 206

704 637 254 238

The nel exposute of the Group and Company, aller deducting the
estimaled realisable value ol the rolevanl aircralt and provisions, (o the
above cbligations which would have arisan upon the lerminalion of alf
head and sub-leases al 31st Decembor, 1992 was £180 milfion (1691
£34¢ million),

v ——

In circumslances whoere Commerclal alrcraft finance has been
provided by a third party, with recourss to the Company in the event of
a customer default, a contingent labllity is created, These labilities
amounied to £242 million {1991 £98 :.ilfon) afler deducling the
eslimaloed realisable value of the relovant aircrall and provisions,

The Group's Involvemenl In the property develapment and construction
business gives riso to a conlingenl liability In respect of obligations
relating to parinerships and joint venltures of £83 million (1831 £118
million}.

The Group's lvestment in the Orionsal project gives rise 1o gross
contingent liabifities of £115 millian (1891 £100 milion). The Directors
ara of the opinicn thal the current market value of such sateflita
capacity is In 0xcees ol tha value of the guaranteos, if called,

The Company hag provided bank guarantees of £60 million {1991 £25
million) aslsing from the Company's Investment in Hulchison
Telecommunicalions (UK) Limiled,

IJnder new and used vohicles sales agreements concluded during he
year, Rover Group Limiled has provided guarantees amounting to a
inaximum of €70 million {1831 £nll).

Accaleraled capilal

sllowances and olhey

ming diflerences 85 70 80 63
Advanca corporation

lax recovotable {60) (48) {60) {48)

Provislon for Fabilitios
and charges (Mole 19) 25 2 20 15

Reorganisation cosls
dolerred tax assot
{Nota 15) (250) - (250} -

Dolerred tax
(recoverabie¥payablo {225) 22 {230} 15

The roorganisation cosls deferred lax assel of £250 million has been
astablished in respoct of cosls arlging In raspact of 1he reorganisation
of the Company's Regional Aikcraft aclivities,

Dalerrad lax is provided I rospect of the expacted surpius on sile
dispesals and other liming ditferences 1o the extent that a liability is
oxpactad lo cryslallise, In respact of the othar components of dalerod
lax, the polential liability does not exceed the amount provided,
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22 :Share Capital 7|,

Spactal Oidinary  Proloronco Nominal
share of sharos sharos of valuo
51 %p oach
m m £m

Authorised
Al 1st January, 1992 1 545 278 3
Reduction of capital - - = (218)
At 3151 Dacember, 1992 1 545 275 128
Issued and fully paid
At 1st January, 1992 1 arr 270 256
Reduction of capital - - - (151)
At 3151 Desomber, 1992 1 77 270 105

Following shareholder approval on 19th Oclober, 1892 al separate
class meetings of the prelerence and ordinary shareholders and af an
Extraordinary General Meeting of the same date and subscquent
approval by the Court on 12th November, 1992, the Company reduced
its capital by cancelling pald up capital lo Ihe axlent of 40p on each of
the issued ordinary shares of 50p and reducing the nominat value of
each of the ordinary shares both issued and unlssued to 10p, The
purpose of thig sreduction in capial is sel out more fully In Note 23
belovs,

The 7.75p (net) cumulalive receemable prelerence shares ol 26p each
are comverlib’e into ordinary shares of 10p each al the option of the
hotder en 31st May in any of Iha years 1992 io 2007 Inclisive, an the
basis of 0.11976 ordinary shases for overy proference shase, The first
opporiunity for preference shareholders (o elact lo coavert thelr shores
occurred on 31st May, 1692 when 24,738 prelorence shares werg
converted ler 2,962 ordinary sharos,

The Company may sedeem all of the remaining peefarance shares any
lime affer 15t July, 2007 and, In any caso, vill redeem eny remalning
shares cn 18l January, 2010, In each case at 100p per shara logethar
with any arrears and accruals of dividend.

Undar the Brilish Astospace SAYE Sharo Option Scheme for
employees, oplions lo purchase ordinary shares of 10p each arg
exercisable normally on completion of the related fivo yoar savings
conlracla, No ogiions under Ihis scheme vare exercised during the
year,
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The number of options oulstanding at 31st Dacermber, 1992, logethor
wilh thelr oxorcise pricas, was as lollows:

Exorciso Lapead Quistanding

prico dudng

tha yoor
000 000

Granted

1987 £6.56 2,569 -
1088 £5,81 1.286 2,519
1992 £297 267 5,697
4,142 8,218

Under the Brilish Asrospace Exaculive Share Opiion Schame, options
to purchase ordinary shares of 10p each are exercisable not later than
ten yeare and normally not carlier than thres years from the date of the
grant, No options under lhis scheme wore exercised during the year,

The numbeor of options outstanding al 316t Decamber, 1992, together
wilh thel exerclse prices, was as follows:

Exorcbe  Lopsod Oulslanding

price during

tho yoar
000 w0

Granied

1885 £3,79 - 58
1986 ©5.78 45 85
1987 (Apeil) £6.23 103 118
1987 (Oclober) £4,63 1 37
1888 £399 160 224
1088 (April) £5,55 [ 267
1988 (Qclober) £645 53 584
1930 (April) £4.94 45 814
1930 (April) £5.11 - 140
1890 (Oclober} £5.57 27 26
191 £6.05 &1 412
19892 (March) £3.07 31 2,233
1992 (November) £2.06 - 880
554 5,878
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promium 1osarvo
£ m

Group
At 15l January, 1992 616 230 &40 -
Loss for the year - - - - {935}
Exchange adjustment - ~ - - 34
Goodwill writlen off - - (12} - -
Translers - - (6) 4 2
Reduclicn of capital (509) - - - 750
Other - (5) ] - 3
At 31st Dacember, 1992 17 225 820 4 407
Company
At 1s! January, 1992 616 220 105 - 118
Loss for the year - - - - (609}
Transfers - - (6) 4 2
Reduction of capital {538) - - - 750
Other - {5) {7 - (4)
Al 315t December, 1992 17 2% 92 4 a7

Following shareholder approval on 19ih Oclober, 1692 at separale class meetings of tho proference and ordinary sharehofders and al an
Extraordinary Genetal Meeting of the same dale and subsequent approval by the Cowt on 12th Novembor, 1692, the Company reducad lis capilal
by £750 million. This was achieved by cancelfing £151 million of the pald up ordinary share caplial, as noted abovo In Note 22, and cancelling £599
million of the share premium account.

Tha raduction vias made fo oliminate the daficit on the profit and loss account following provision for conls arlsing from the rocrganisation of the
Company’s Regional Alrcraft activities, as set out n Mote 7 alxove, If this defich had not been eliminatad no dividends could have been declared on
eiher ordinary of prelerenca sharos unli tho Company had generated dislribulable resorves in excess of such doflcit,

In order lo oblain Lha sanclion of the Cowl, the Company underlook lo provide protection to s crediars by establishing a Special Reserve. The
Special Reserve will be avaflable lor (he purposes of capitalisation issuas and, to the extent that share caphal is Issued for new considaration, willbe
relaased to dislribulable reservas. Olhaivise, it will nat ba avallabla for distribution unilt tho creditors of the Company al the offeciive date, 12ih
November, 1992, have been pald or agrecd otheswisa.

The Company has agread lo credit the Speclal Reserve with tho £4 million cradit balance on the profit and Yss account at 30th June, 1892 and any
amount by which the Reglonal Alreraff reorganigalion revision proves 10 axcaed the actual costs incurrad in that reofganisation,

Furthermote, the Company vill credit io the Spacial Reserve any profit realised on any asset of the Company fo the oxtent of th differsnce balween
the book value and the actual value of such ax azset al 30th Juna, 1982 and any dividand patd fo the Company out of the retalned profits as at 30th
June, 1992 of any subsidiary or associaled company unkss if is applied In vaiting down the book value of such company.

The cumulalive capital reserves arising on acquisition ks £866 mition (1891 £866 million); the cumulative amount of premiums arising on acquisition
is £111 million (1591 £33 million),

Geadwill written off comprises £10 miltion in respact of the Group’s 50% lnvesiment in BAGSEMA Limited and €2 million in tespact of othars,
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24 Staldlory Resdiye’ i+

Following the Issue on 2nd January, 1981 of fully paid ordinary sharas
in the Company lo HM Government under Section 3 of the British
Agrospace Act 1980, the balance of the former investment held by HM
Government In British Asrospace was designated as 'the statutory
reserve’ in accordance with Saclion 4 of the Act, This reserve may only
be appliad in paying up unissued shares of the Company lo be allpltod
to members of the Company as fully paid bonus shares,

‘25" Minpritginlerests

1992 1901
tm £m
150 shares of Auction Prelerred Stock ol
US$1 million each in British Aastospaco Capital
Corporation Ine (redeemabla at the option of he
Company between 15 and 45 days afler notice) " 80
104 miilion £1 ordinary shares In Rover Group Lid 128 173
21 million £1'B" ordinary shares in Liverpool
Airport plc B 8
Other 2 6
238 267

42
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Tho Group operataes sevaral penslon schemes In tho UK and overseas,
The principal schemes listed below cover 80% of tha relevent
omployees and are funded defined benefits schemes managed by
trusteas and valued by independent acluarles,

Latoot Assol Extimalod
valuation funding sarvica Mo
deis lovol ramalning
In yoars
British Aerotpace
Panision Schema April 1991 115% 10
Rover Group
Penslon Scheme Aprll 1291 125% 9.5
Royal Qrdnancs
Pension Schema Docember 1969 164% 13

The Britlsh Aarospace scheme uses the defined accrued benefit
valuation method whilst the Royal Ordnance and Rover schemes use
the projected unit method. The aggregate market valuations show net
assets of £4,100 milllon represaniing a surplus of assels over accrued
pansion liabilities of some £600 millicn,

The principal actuarial assumption usad for the valuations: was tha,
over lhe long term, the annual rala of return on Investments would be
2% higher than the annual Increase In pensionable remuneration for the
Brillsh Asrospace and Pover schemas, bath valued in Aprit 1681, and
2.5% higher for the Royal Ordnancs scheme, valued in December
1089, The assumptions used for the rate of relum on Investmenls in
excoss of the annual increaso in RP) ware 8,5% higher for the Brilish
Asrospacs schema, 4% higher for the Royal Ordnoncs scheme and
4.5% highet for the Bever scheme,

Part of the surplus is belng used lo impeove pension banalits with the
batanca in each schamn baing amortised over the eslimated remaining
servico lives of the scheme mombers lo reduce the fulre pansion
charges lo the profit and loss account, The basis of amortisation for the
maln penslon schamas has been slandaidisod in 1952, The effect of
the slandardisation has boar (o reduce pension costs by £58 rr.lion
compated wih that calculalad an the 1891 basls. Accordingly, Whe
pension crodil for tho yuar was £7 million (1991 charge £52 mitfion),
The diffetence botwoan the accumulated charge and payments made
tothe schames Is deall vith in provislons for liabliitles and charges and
dontors as approptiale,



27 Consglidated Gash Flpw -5 -

The consolidated cash flow stalement has been prepared In accordance with FRS1 and tho following definitions:

Cash

Cash aquivalents

Cash in hand and depcsis repayable on demand.

Short term investmants, which are readily convertible into known amounts of cash without notice and which
wefe wilhin theea months of maturity when acqulred, lots koans and overdrafls repayatile within three

months from the dals of advance,

In addition to showing tha net movement in cash and casn equivalents, tha cash llow has beon extended lo show the movement in nist fiquid funds

and net debt,

These terms have baen defined by the Company as follows:

Net liquid fends
Hot eashy/(dehi)

Cash on customers’ account

Current assel ivesimants plus cash al bank and In hand Jess sharl and long lerm Joans and overdrafts.

Not liouid lunds axcluding cash on customers’ eccount.

Urexpended cash recelyed from customers in advance of dalivery which is subjec! lo advance payment

guasantess,

On the above basis, the Group’s nel fiquld funds at 3131 December, 1992 comyprisa;

Curienl asgels
Invesiments

Cash at bank and In hand
Currenl liabifitlos

Loans and overdralls
Credilors

Liabilities falling due alter one year
Loans

At 315t Decembay, 1942
At 315t Decembar, 1981

Increasaf{decrease)

Ctah and Not Cash on
cosh Non-cash liquid custornors’
oqiivalonls ogufvalons funds oot
m £m m om
1,196 59 1,255 -
agz - 382 -
(190) (152) (342) -

- ~ - 166

- (1 1386) (10388) =

1,388 (1,479) 91 166
1,382 (1,059) 323 360
3] {420} (414) {194}




1992 1999
£m €m
(Lossyprofit before interest {75) 212
Dapreciation 3 306
Mevement in provisions for labilities and
charges (excluding delferred tax) 769 (54)
Lussi{profit) on disposal and provisions
agzinst fixed assels u {24)
Other {10) 21
(ircrease)fdecraase in working capilal:
Stlock (256) 164
Deblors {z18)  {375)
Creditors 625 {45)
1,200 204
Excaptional items {sca Note 7) {1,000) {266)
Extraordinary closure costs {qs Nole 7) - (45)
200 {107}
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The aggregale fak value balance sheel <! subsidiary undertakings
acquiad during the year Is as loliows’

2 1691
tm tm
Fair value of nel assels acquied
Fixed assels 4 a3
Mon-cash equivalent woking capial {4 19
Cash and cash egnivalont cunent
liabilities - {31)
Provislons for Tishiities and charges - (11)
- ()
Goodwill 1 34
1 14

Consldetalion satisfied by
Cash 1 14

44

The nel outflow of cash and cash equivalents in respect of the
puichase of subsidlary undartakings is as follows:

1002 1591

on m

Cash congidlaration pafd (1} (14}
Cash and cash aquivalent curront

llabilities acquire - 31

(1) (45)

The aggregale balance shoe! of subsidiary undertakings disposed of
during tho year Ia as follows;

1962 1901
£m £
Net aseots disposed of
Fixed assels 8 2
Nen-cash equivalent vorking capilal 12 N
Cash and cach equivalent currant
Habilithos - {1
Provislons for abilitios and charges (3) -
18 -
Loss on disposal 1 -
17 -
Consideralion recefved
Cash 12 -
Other 5 -

.

The nel inflows of cash and cash eqalvalonts In respect of the disposal
of subsidiary ungertakings is ag lollows:

1992 1991

£m o

Cash considoration rocaived 12 -
Cash and cash equivalent cutrent

liabilities disposad of - 1

12 1
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Salo of
nen-cash
oquivadon|
cumront
1992 1991 antols
£m m £m
Nen-cash equivalent current asset
investments
Fixed intarest Government securitias - 18 18
Commerclal papar and repurchase
agreerrents - 18 18
Term deposils with banks a2nd
building sochaties 21 105 84
Other securities 38 34 {4)
5¢ 175 116
31 AndlysisdliGhanges i Fiiarice Duriig the - Year
Share Noregash
capilsl nadivaloct
and  Minosky  fomns snd Toldd
pramivm  inlorosts  ovordradia linorce
tm £m £m £m
Al 1sl January, 1992 872 267 1,234 23713
Net cash Inflow
from linancing - 16 304 3
Shara of loss for the year - (41) - {41)
Purchase of minority
interesls - (4) - )]
Capilalreduction {750) ~ - {750)
At 31st December, 1852 122 238 1,538 1,808

inctoncof
932 1931 (dectoeto)
£m tm n
Cash at bank and inhand 202 181 201
Cash equivalent curreat assols/
{liabilities) included vithin;
Comm (;
agreergteialtas! papar aqkltopuichate i) 270 {88}
Term depogits with banks and
building socielies 1,00 8910 i
Other sacuriies 1 137 {136)
Bank Joans and overdraits dua
within one year (199) (118} {74}
1,388 1,382 i

A4 Neklncrease in Net-Debl-

1992 1001
tm tm
Oporaling cash flows
Operaling (foss)fprolit (81) 215
Exceptional itoms (1,000) (266)
Exiraordinary flem - (45)
Maovemant in provisions for liabilllies and
charges {excluding defarred lax) 762 (54}
Nat capital expenditure {#10) (568)
Depreciation 3 306
Cuglomar slage payments (66} (856)
Cther working capltal flers 441 436
{16} (872)
Other sources and applicalions
Nat intorusl pald {100) {16)
et tax and dividends pald {124) {132)
Cther itoms {1981 Includes proceeds
from rights fsuue) 20 435
Net increase in nol debt (220} {585)

Auditors’ Report

Report of the Auditors to the members of
Brilish Aerospace Public Limited Compary.

We have audited the Accounts on pages 22 to 45 in
accordance with Auditing Standards,

In our opinion the Acceunts glve a frue and lair view of the
slate of affairs of the Campany and the Group at 3ist
December, 1992 and oi the loss and cash flows of the Group
for the year then ended &nd have been propery prepared in
accordance with the Com;)anies Act 1985,

V(‘ﬂnﬁ] L,M_ wa'
KPMG Peat Marwick
Chartered Accountants
Registered Auditors
London
23rd February. 1993
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Subsidiaries and Investments

Country of Country of

Incceporalion Incoeporation

Airbus Industrla GIE (20%) France Britlsh Aarospace Space Systems Lid UK
Arab British Dynamlcs Co (30%) Egypt Natlona! Remole Senging Cantre Lid (56%) UK
Arlinglon Property Davelopmants Lid UK Brilish Asrospace (Systems and Equipment) Lid UK
Arlington Sacurlties Plc UK Corporale Jats Ltd UK
Asia Pacifle Training and Simulztion Lid (63%) Singapore Eurolighter Jagdiiugzeug GmbH (33%) Germany
Avro Internallonal Aerospace Lid (50%) UK Hulchison Telocommunications (UK) Lid (30%) UK
BAe Finance BY Hofland Jotsiream Holdings Ltd UK
BAGSEMA Lid {50%) UK Jelstream Alreralt Lid UK
Ballas| Nedam 8Y Holland Kelsoy Instrumonts Lid (49%) UK
Ballasl Medam Civil Engincoring Lid UK Manogquost Defence Products Lid UK
Ballast Nedam Construction Ltd UK Panevia Alreralt GmbH (42.5%) Getmany
British Aerospace Australls (Hofdings) Lid Australia Royal Ordnancs ple UK
Britizh Aerospace Augiralla Lid Auslralia Royal Ordnance Speclality Mstals (ROSM) Ltd UK
British Aerospacs Alrbus Lid UK Heckler & Koch GmbH Germany
British Aerospace (Canada) Lid Cannda Muiden Chemis Internalions 8Y Holtand
British Aerospace {Consultancy Services) Ltd UK Rover Group Holdings plc UK
British Asrospace Defenca Lid UK Rover Group Lid (80%) UK
British Aarospace Flying College Lid UK Honda of the UK Manufacturing Lid {20%) UK
British Aerospace Ine 1JsA Rover Finance Haldings Lid (19.9%) UK
Asia Pacilis Space and Communications Lid {44%) USA UGC Lid (20%) UK
Land Rover Horth America Inc USA RWT Ltd UK
Raflectone Inc (53%) USA Satcom 'nlernalionat GIE (50%) France
Brtich Aerospace Infeipaticoal Lid UK SEPECAT SA (50%) Franca
fritish Aerospace {Liverpool Akpost) Lid UK Singaparo Sellizh Engincaring Plo Lid (40%) Singapare
Liverpool Alipor ple (Te%)+ UK Spitliro Inswance Lid Isk2 of Many
British Asrospace Reglonal Alrcralt Lid UK Stelnhall Optronik GmbsH Garmany
British Aeraspace Simulationld UK The Burvrood Houso Group Plc {50%)+ UK

+Perceniage holding Indicates perceniage of voling shares and no! the percenlage of Issued share capital,

The above fis! does not represent a full lisl of subsidiaries and kvestments. All haldings represent 100% of ordinary share capital, excopt whets
olherwise staled. Holdings held via subsidiarics arg Indicaled by indenfation,

o




Five Year Summary

Profil and Loss Account

Sales

Delence

Commercial alreraft

Motor vehictes

Praperty development

Constiuclion

Other businesses and headquariers
Intra-group

“Irciudoa pro-acquisilion sales of £2,046m al Rover,

{Loss)/profit bafors interest

Defence

Commarcial aircraft

Hotor vehicles

Property development

Conslruclion

Other businesses and headquariers

tinchudos pro-aquision profits of £21m K Favor, Theza pichits 800 excluded from the analyols bokw,

Operaling (loss}/profit

Associaled undartakings

{LozsYprofil helore inlerest

Interest

(Loss}forolit belore dax on ordlnary activiiles
Excepticnal ilems

Tax

Eatraordinary item

(Lossi/profit ofier Isx

Balanes Bheel

Fixed assels

Slocks

Credilcrs loss deblors

Nat (debtYcash exciudos cash on customers’ account
Pravisions for liabilities and chargos

Capilal and reservas

Minority inleresis
Sharetofdors’ funds

Cash an customars’ account

Othar Infarmation

{Loss)earnings per shalo:

bafore excaplional jloms

aflet exceptional ltems
Dividend per otdmary share
Employes numbars at year end
Deprociation charge for the year
Capital expendilure inckding feased assels
Sales par year end employee

The abova has been restaled to raflect the presentational changes set out @ the Introduction fo the Accounts on page 21.

12 199] 1990 1903 1968
tm em £m m £m
4,003 4,266 4835 3,844 3,160
1,485 1,667 1579 1,385 528
3,084 3,744 3,785 3,430 3,224
es 201 46 141 67
702 781 674 406 90
a2 353 302 240 167
(407} {550) {481 (@r1) (254)
9,977 10,562 10,540 8,085 7,752"
352 371 247 234 178
(357} {ar 14 (12) (04)
(49} (52 65 73 71
(2 {24} {6 28 P
14 28 19 2 19
(53) {74) {50) {15) 75
{75) 212 287 432 270t
(61) 215 204 ax 237
6 (3) 3 12 12
(75) 212 287 212 249
{126) {58} 113 (29) 10
(201) 154 400 2 259
{1,000} (266) (24} 40 —~
272 (26) (3) {35) (88)
- {45} —_ — —
{(929) {183) 278 248 171
4,609 30713 53425 3083 2,604
3,443 3,151 3,274 2,305 2,347
(3,479) 3,210} (3,746) {3,572) (2,188)
f257) 37) 548 1,003 185
(1,582) (613) {645) (799) {741)
2018 2084 2,858 2,500 2.227
{238} {267) ) B 1 -) N ()
1,74 2,607 25 2,380 2,196
168 380 183 139 3
(421)p 49.8p 95.7p 62.4p 61,1
(240.9% (38.1)p 91.4p 81.8p 61.1p
7.0p 25.0p 250p 227p 204p
102,500 115,700 126,1C0 125,600 131,600
331 306 at1 265 221
as7 700 617 843 447
£97,200  £91,300 £81,600 £72,300 £58.000

47
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Analysie of Shors Reglster at 315t Degember, 1992 Ordlnary shavos of 10p Prafarenca sharos of 25p
Accounta Sharee Ascounis Sharos
Humbot % Numbor % Numbaor % Numbor %
000 milllon 000 miicn

By category of eharebolder

Individuals 86.0 87.1 281 74 50 63.9 46.5 17.2

Banks 05 05 05 0.2 —_ 0.2 0.3 0.1

Mominee companies 4.4 4.4 2828 749 22 234 1768 €63

Insurance and pansion funds 0.1 a.1 215 7.3 0. 0.6 8.0 29

Other 7.9 7.8 385  10.2 21 219 364 135
989 1000 arts 1000 9.4 1000 270.1 1000

By glze of holding

1-99% 876 866 16,7 4.2 0.1 18 0.1 -

1,000-0,993 100 101 20.4 54 74 719 315 17

$0,000-29,999 09 09 26.7 7.1 1.7 180 304 13

100,000-999,999 03 0.3 1004 280 0.2 1.8 537 199

1,000,000 and over 0.1 0.1 2142 587 0.1 0.6 1544 571
980 1000 a4 1000 8.4 1000 27101 1000

Registered Office

Warwick Housa,

PO Box 87,

Farnborough Asiospace Cenlre,

Famnborough, Hampshra GU 14 8YU (Telephone 0252 373232)

Reglstration Number 1470151 {Regislored In England & Wales)

L] »

Financial Calendar

Financial year end 315! Decomber

1992 final ordinary disidand payable 181 Juna, 1993

1693 half yearly preference dividend payablo tstJuly, 1693

1933 infarim resulls anncuncement Seplambar 1993

1992 inlerim ordinary dividend paysble Hovembar 1993

1903 hall yeask preference dividend payablo Sd Janvary, 1994

1933 {ull year rosults: prefiminary announcement Fobruary 1994

repof and eccounts March 1894
1993 final ordinary dividend payable Jurer 1294

Annual Genaral Meeling

The thitleenth Annual Genaral Meating of British Astospace Public
Limited Company will be held at the Foyal Lancaster Hotel, London on
Tuesday 27th Apsit, 1993 al 2.30pm, The Notica of Meeting, logether with
explanatory notes, is being circulated to shateholders with this Roport.

inthe 1941 Annual Repoit the term Delta Alrlinos subsidiany was usedin
a caplion 1o a Business Express astisl's imprassion, Business Express Is
not a subsidiary ol Dofta Altlines, bul does oparate subsidiary services,
acling as a connaclor of [noder aiffine,



