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Results in Brief
1985 19R4
Turnover ~£m 2,648 2,468
Exports. . | £m 1,623 1,564
Tréding profit.. . £m 180 166
Profit before taxation.. .. . ... . ... .. £m 150 120
Profit after taxation.... . ... ... .. £m 127 108
Earnings per share.. ... . .. p 56.4 53.5
Dividends per share... .. . P 15.8 13.65
Net cash inflow... . . . £m 289 66
Orders on hand.. ... &m 5,138 4,820
Numbers employed--year end . 000s 75.8 75.8
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Chairman’s Statement

985 was a significant year for British Aerospace in that it
was a very successful year and also the year in which we
became a fully privatised company.

In 1981 the first step of denationalisation took place and we
were the first Company to <n through this process under the
present Government’s privatisation programme. In 1985 we
completed the process earlier than either we or the
Government had initially planned, and in this
second step we had the combination of &
Government share sale and a Company capital
£ raising issue. Again we were the pioneers and, although
we had the problem of a faliing share price between the
initial payment in May and the {inal payment in September,
the final result was an undoubted success. As a result of the Offer
for Sale £179 million has been added to the Company’s resources,
placing it in a very strong financial position. It was particularly
gratifying to have the clear support of the shareholders in that over
75% fook up their preferential entitlement.

The amount of effort demanded of our top management was
considerable, but by selective use of our resources we both completed
the share sale and increased our product sales and profitability, which
is a credit to our management and demonstrates its capability and
flexibility.

Although not affecting the results in 1985, undoubtedly the
marketing highlight of the year was the signing of the Memorandum
of Understanding between HM Government and the Royal Saudi
Government. for the supply of aircraft and support services to Saudi
Arabia through British Aerospace as the prime contractor. The first
key contracts have been signed and the others are now being
negotiated. This is a significant achievement for the Company and
the responsibility accepted by management to fulfil these contracts
on time and to specification is being met with enthusiasm and total
commitment.

‘The agreement of the four European countries—UK, Germany, Italy
and Spain-~to go ahead with the development of the European

Fighter Aircraft was another important step for taking the Company
into the '90s and beyond.

Our miss'ile sales and the development of new products are
encouraging and form an essential part of our strategy for the future.

Total sales increased by 7% over 1984 to £2,648 million providing

a profit before tax of £150 million, an increase of some 25% over

1984, This is a very creditable performance in the face of continuing
competitive pressures and the overall increase in margins on sales is
confirmation that measures taken in recent years to improve efficioncy
and reduce costs are beginning to show through and will be continued.

Further changes in organisation have taken place, We have reduced
the length of the management chain hy eliminating the two Group
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structures. clarifying the position of the Managing Direcior (now
designated Chief Executive) and moving the corporate executives
into one consolidated headquarters with strengthened functional
roles. We have combined the aircraft divisional activities into just
two divisions—one for military aireraft and one for civil
aircraft—and, with effect from 1st January, 1986, all the Managing

Directors of the divisions now report directly Lo the Chief Executive, =

The results from military aircraft orders and deliveries have been
excellent, It was particularly pleasing {o gain the first export sale of
Tornado to Oman and we are encouraged by the progress of the
Harrier and the Hawk collaborative projects with McDonnell Douglas
in the USA.

Our guided weapons business has also shown a good advance—again
largely based on the Rapier, but with excellent support from Sky
Flash, Sea Eagle, Seawolf and Milan.

As regards space and communications, the corrective action taken
has resulted in a small profit for the second half of 1985, but a loss
of £2 million for the whole year. We believe that we can now look
forward to modest profit improvements from this business.

The civil aircraft loss of £5 million demonstrates the continuing
difficuities of this market. With the dollar/sterling exchange rate
fluctuating during just one year between $1.03 and $1.50 it is very
difficult to get sales contracts exactly right, especially when many
contracts are entered into more than two years before delivery.
Nevertheless, against the general economic background for the
business, we have gained some notable sales over the year and the
work that has been undertaken with prospective customers to date
is encouraging for the future.

Airbus Industrie has had a good year for orders and the market
penetration of the A320 is particularly pleasing. However, we wish
to see further progress in ensuring that new orders will result in
sustainable {uture profits.

Dividends

The Board is proposing a final dividend of 10p per share, making

a total dividend for 1985 of 15.8p. This reflects an increase of 15.8%
over 1984 with the total dividend being covered 3.2 times by net
earnings.

r

Employees

We have had a good vear for industrial relations and I take this
opportunity of thanking all our employees for their cortribution {o
the successful outturn for 1985. It is only with the co-operation

of everyone in the Company thal we can meet and bear the
competition and thus secure the future for both the Company and
those whe work in it, [t is only by getting orders that we can provide
jubs, and that means satisfying the customer.

Ofer 0! prdinary shaes iov sale My, 1985

AT

LT
*

A

R T

o Fw— a2

e T 2 B S DM WA AN A Y S R TR T SRS S s s A bR =



The Iatest actuarial valuztion of our Pension Scheme showed it to We

be in a healthy position. We in British Aerospace have always tha
taken a prudent approach to our funding, but we also recognise rela
the interests of the contributors and this year we have ta{zen the pro
opportunity to improve pension benefits for thoee in service and nes
" those in retirement, still achieving a reduction in the Company’s apy
contributions. ta ¢
str?
A further offer was made to employees in 1985 under the SAYE in-1
Share Option Scheme which was again well supported. The first sin
options were granted under the new Executive Share Option whi
Scheme following the Annual General Meeting in 1985 and the me
details appear in the Directors’ Report.
- Ta
s A number of employees were honoured during 1985 as indicated rest
in the Directors’ Report and I was particularly pleased that C plu
& Mr. B. E. Friend, our Director of Finance, was awarded a CBE, ver
+ together with Mr. R. J. Park:iouse, the Managing Director of j
Army Weapons Division, and Mr. F. E. Roe, Managing Director Sin
of the Military Aircraft Division. " and
. futs
Hawe 200(100) a0d EAP st fighs, sirmmet 1985 During the year three of our Directors retired. Mr. T. G. Kent CBE
on 31st August after 45 years service to the aerospace industry and . 'Th
Mr. J. T. Stamper on 31st December, after 39 vears, Both have © effe
played major parts in the formation of what is today British Y een
Aerospace and, in thanking them for their efforts, we wish them 0k
both a long and happy retirement. As I reported last year, o we
Mr. C. J. Wells retired by rotation at the lagt Annual General B
Meeting. " 1h
. the
Future ©ooane
- As mentioned earlier, there have been some significant {
achievements during 1985 which have secured a very sound base for Th
the Company’s foreseeable future, in particular the Memorandum - we
of Understanding with Saudi Arabia which is now being embodied =~ M
in firm contracts, the agriement to go ahead with the European oM
Fighter Aircraft and the successful combined Offer for Sale of the o
Company's shares. There are other important programmes from thi
which the Company wili beiefit in the vears to come and we have st
good reason to be optimistic for the future. . Te
This in no way lessens our resolve and dedsrmination to improve : fre
our efficiency. We have already made good progress, but we need oo
to encure that, by adapting to change and taking the necessary h
aclion, we shall be competitive as a truly international company. st
The change in organisation from 1st January, 1986 is designed o
produce better communications and quicker decisions and place
greater responsibilily upon nur younger and up and coming .
management. LA
Through the activities of our Management Resourees Commitice i
we can now identify and develop the human resouress of the (i
Company, as has been demonstrated by some of our recent
appomtments.
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We shall continue to combine all the technological and other skills
that we have in depth in the Company to produce products and
related systems that match the customers® highest expectations
providing them with integrated equipment that meets their total
needs, whether it is in the area of defence or commercial
application. If we consider that there are related opportunities
to our mainstream business that are supportive of our future
strategy. we shall take the appropriate decisions, whether it is by
in-house investment or acquisition. We have come a long way
since we were partially privatised in 1981 and, now that we are
wholly in the private sector, we do not intend to give up in any
measure our position in the world markets.

To be successful in this business as in most others, we need
resources and determination. The capital raising activity in 1985
plus our order book, cash flow and profitability has put us in a
very strong financial position.

Since 1980 we have invested heavily in new equipment, research
and development and new products, which will form the basis for
future sales.

The Company is playing a major part in Industry Year 86, the
effort being locally inspired rather than being directed from the
centre and, in particular, we are concentrating on local
relationships with schools, polytechnies and universities to ensure
we can recruit the skills and calibre we need.

1 have 1o doubt, therefore, that we have and will continue to have
the resources and the future will be decided by how determined we
are to use them effectively.

That is the challenge for this Company; it is the challenge for the
warker on the shop floor; it is the challenge for our divisional
management; it is the challenge for the headquarters staff,
including the Board; it is also the challenge for the financial
institutions with whom we work and for Government to create
the environment in which these challenges can be met
successfully.

Too often we read and hear criticisms of British Industry, too
freqrently by those who do not work in it. We in British Aerospace
are confident we can prove those criticisms to be ill-founded and
that successful industry is essential for the prosperity and

stability of this nation,

=

Sir Austin Pearce
(hairman 25th Murch, 1Y86
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Financial Review

Sales i
ales for 1985 were £2,648 million — an increase of 7% over ;
1984. Exports accounted for over 61% of the total, continuing ’1
the pattern of recent years. Although Europe was again the
largest overseas market, it is noteworthy that the USA and Canada i
a larger share of exports, increasing from 23% in 1984 to 29% in 19
The UK Ministry of Defence was the Company’s largest customer
taking 36% of total sales with a wide product spread.
Military aircraft and support service sales at £945 million
in 1985, some 36% of total turnover, were somewhat less (4
than the previous year, with Tornado reaching its
planned production levels.
The value of deliveries of new civil aircraft,
including wing sets for the Airbus programme, and sparés
for over 2,100 civil aircraft now supported around the world#
was £650 million — an increase of 14% over 1984.
Guided weapon sales, with Rapier a continuing prominent o
contributor but with support from other growing business lines, wereiy
£923 million in 1985 — an increase of 17% over 1984.
Space business increased its turnover from the low 1984 level to 1
million in 1985, an increase of 18%.

Profits

£6 million, was 12% ahead of 1984 and, although there were conbiriiin
pressures on prices to customers, margins have increased. 3
Military aircraft profits at £136 million were 19% up on 1984,

benefiting from longer production runs and improved efficiency.
It was again a difficult year for civil aireraft. In addition to StTong .}
competitive conditions in the airline markets, the fluctuation in th

Export Sales by Region Profits

200 - Trading Profit
B Profit bufore

175 » Em tnxationi&
Africa 6.9% o

Middle East 11.6%
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sterling/US dollar exchange rate, with an overajl strengthening of
sterling against the US dollar during 1985, made the achievement of
profits in sterling more difficult on many contracts. This resulted in a
loss for the year of £5 million on civil airc; uft business, which takes
account of anticipated losses on future deliveries already contracted for.
Despite the setback in 1985, there has been increasing market interest
in the Company’s civil aircraft products and, with less volatility in
exchange rates, it is expected that there will be greater stability in
sterling selling prices.

Guidec? weapons again turned m an .excellent perfirmance with trading Assets Employed
profit increasing from £105 million in 1984 to £112 miltion in 1985. All .

product lines are making profit contributions, with Rapier results L2 Fixed
outstanding. E_":} Other

At the half year, space business was showing a loss of £3 million which
has been reduced for the full year to £2 million, reflecting a marginal
profit for the second six months.

Launching costs of £52 million written off in 1985 were virtually the
same as in 1984, Net interest receivable in 1985 of £19 million was
considerably higher than in 1984 as a result of both increased cash ]
balances and differential interest rates between the UK and the USA. ]
The Company has benefited from differential interest rates as the
majority of its liquid assets are held in sterling deposits whereas
borrowings are mainly in US dollars as a hedge against future dollar
denominated trading.

Profit hefore taxation has increased from £120 million in 1984 to £150 3
million in 1985 — a 25% improvement. The charge for taxation is some A
16% of profits, somewhat higher than previous years as a resuit of the ,n;w; } #

cessation of stock relief and changes in capital allowances. Also, with

the Company moving towards a more normal tax charge, it has been
decided prudent to set aside £5 million as a deferred tax provision. Thus,
profit after taxation for 1985 was £127 million as compared with £108
million in 1984. Cash Flow

B - cushisnfow

Assets employed
Assets employed, excluding net liquid assets, ai 31st December, 1985 Lm
were £815 million, compared with £837 million the previous year. The
Jaunching costs carried forward in inventories (excluding Airbus A320

costs which are currently met by Government launch aid) were £183

million, £13 million lower than in 1984.

Cash flow

Cash inflow from operations was £200 million during 1985. To this is
added £179 million from the Offer for Sale making a total inflow of
£379 million. Net licuid assets at 31st December, 1985 totalled £636
million, exceeding loans by £371 million, This places the Company in

a very strong financial position,

The net cash inflow was £289 million after meeting expenditures on
fixed assets of £99 million, including cost saving projects such ss flexible
manufacturing systems, and £55 million on research, development and
new products, in addition to the launch costs for civil nircrafl programrmes. <« =g
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Quick view of the Company’s progress over 5 years
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1./ Our results for 1985. ..

Sales increased by 7% f24346m
ovor 1984 toreach
£3 648 miltion.

Space

_£2300m

systems
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9/ How we stand financially ...

This Is

howit’s

Total assefs—
this is what
the Company
owns.,..

£2480m oMM Cash
[ % £642m

& provisions

Debtays | £1,284m

£450m
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Profits before taxation topped
arecord level of £150 million
in 1985.

“Bofore exceptione] provision of
£100 railifon,
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3/ and for the future.. .

Outstanding orders for our prodiss
total £5,138 million, the highest levelévp
reached, In addition to this amuiti-hillion
pound Memoranduni of Understandmg‘
has been signed for supplying aireraft
and equipsnent to
Saudi Arabia.

£4.%7m

.E-I 286m




-_{ . What we have achieved for ourshareholders., ..
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Operating Review

ur 1985 results demonstrate once again the strength of our
total systems capability in world markets with its wide range
of products st various stages of maturity.

[n a high technology industry such as ours, development {ime scales
tend almost inevitably to be lengthy. typically with a long gap
hetween the inception of new projects and the beginning of real
commercial returns, It is important, therefore, for us to maintain
a broad spread of capabilities and programmes to ride out
periods of depression in some sectors of the market whila taking
advantag, of more buoyant conditiona in sthezs. I is
alse essential to rarke the necessary investiaent in
research and development to keep us poised to take
advantage of relevani opportunities.

Experience continues to demonstrate the value
of collaborative arrangements in achieving large scale
programmes. In addition, they make possible longer production
runs which enable unit costs to be brought down and provide
improved opportunities for markel. penetraiion.

Two significant developments in 1985 provided particularly powerful
illustrations. First was the conclusion in August of the
inter-governmental agreement on proposals for the new European
Fighter Aircraft, on which we are now working with three European
partners. Second was the outstanding success of the Airbus A320 which
gained 39 orders and 118 options and letters of intent in the year.

The European Fighter Aircraft

In terms of the future of our military aircraft activities and of the air
defence of Europe itself, by far the most significant event of recent
years was the conclusion last August of the agreement between the
Governments of the UK, Germany and Italy (the partners in
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Tornado leads an export wh

- ————

breakthrough ffl;
The Tornado programme—the largest and most Suy
advanced collaborative venture yet undertaken T8
by Furopean aercspace manufacturers—began ToWe
over 15 years ago and more than 500 of the total |
initial requirement for 809 airesa® €y the three | Th
partner nations have now been toluersd The 1 0
proven operational success of T-snado, : 1““'
highlighted by the RAF’s spectacular success in % ;;:;
the US international bombing competition twop | Bu:
years running, has now resulted in major export |
achievements. !
i b
The breakthrough into the export market has i 3:;;
" been on a grand scale and vividly illustrates the 1 o
i system approach of our praduct programmes. The ;’ con
R P G R h first success was the contract from Oman, valued 3 .
TTRIOPDORPIRIR: 1. 3 .y VB ot 1 at over £250 million, for eight T'ornado Air { Int
The as faunched antrradar miss«e (ALARAT, camed en Defence Variant aircraft armed with our Sky sor
a2 Tornad 108 Flash air-to-air missiles. This was followed by heil

the signing of a Memorandum of Understanding !
between the Governments of Saudi Arabia and
the UK to supply the Roya! Saudi Air Force with We
a total of 72 Tornados (48 of the Interdictor mil
Strike version and 24 of the Air Defence Variant), .

Tornado) on a common basis for the European
Fighter Aircraft (EFA) planned to enter service
in the mid-1990s. Shortly afterwards, Spain
joined the consortium and the proposed
work-shares are 33 each for the UK and

215 ; 3% in. . . .
Germany, 217 for Jtaly and 137 for Spain Also included in this Memorandum of

The basic organisation between the partners has g:f:::’::g%% g?g&g;%%?;‘;;:ﬁ:f;?g Jot
: - i3 t

been created and perfected in the Tornado trainers. The PC-9s will be supplied to us in basic

programune through our very successful form by the Swiss manufacturer, Pilatus, and

partnership with Mosserschmitt-Bélkow-Blohm Britishy Aerospace will equin th ;n for d i erv 1o

and Aeritalia in Panavia Aircraft GmbH and we he Roval S p;. :. lF C{mp em lor delivery

will thus be able to start way down the learning the Hoyal Saudi Air Force,

curve of en-operation on EFA,
l British Aerospace will supply all the major guided

I P R

This challenging new programme will provide the weapons and electronic warfare systems for all
customer nations with a fighter weapon system these aircraft. :
which will out perform all anticipated adversaries :
in air-to-air combat situations and will bring a There are likely to be 13 different contracts, the
formidable new capability to the air defence of largest of which have already been signed in 1988,
Europe. Many of its advanced concepts will be covering all aspects of the package for which
demonstrated in the Experimental Aireraft British Aerospace will be the prime contractor
Programme (EAP), which has involved the UK on behalf of HM Government, i.e. all equipment,
(overnment, British Aerospace, Aeritalia and spares and support will be provided through
pariner equipment companies in the UK, Italy British Aerospace.

and Germany. Most of the leading companies in

the UK aerospace industry have joined with Apart from the excellence and availability of a

British Aesospace to provide 509 of the UK
iunding. The EAP aircraft, which is being
prepared at Warton, is on schedule for its firat
flight in summer, 1986,

total weapon system package, a major factor i
securing these massive orders from Saudi
Arabia—Britain's biggest ever seropace exporl ;
success——was the long and ¢lose relatimship

14
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which the UK has huilt up with the Saudi
Kingdom over the past two decades. The most
impartant aspect of this is the Saudi Defence
Support Contract, which has been our
responsibility since 1973 and has to date been
worth more than £1.4 billion.

This breakthrough in exports has stimulated
increased interest in Tornado which will
contribute to the success of the new
multi-national military aircraft programme, the
European Fighter Aircraft (EFA).

The Tornado Air Defence Variant entered
squadron service with the RAF in 1985 armed
with Sky Flash missiles. Development also
continued with the new ALARM anti-radar
missile which will be used ovn RAF Tornado
Interdictor Strike aircraft, already in full squadron
service, Airborne trials have included a Tornado
being flown with nine of these missiles.

We regard Tornado as the best value-for-money
military aircraft available today.

E R TIE RLSULEN TR . P R R S P
A gy a

Furopean missile programines

Our commitment to the principle of
multi-national collaboration on hi ** fechnology
programmes vital to the defence o, turope is also
evident in our missile systems activities.

Qur experience of collaboration with European
companies in this field goes back many vears and
we are today involved ‘A numerous important
programmes of design, development and
manufacture. As a member of the Euromissile
Dynamiecs Group we have taken, and are
continuing to take, a leading role in the
development of a third generation family of
anti-tank missile systems. Trigat. There are
three Trigat systems, short/medium range
ground-launched, long range vehicle-launched
and long range air-launched and, while we are
active in all three, we have particular
responsibility fo: the long range vehicle mounted
missile system. In due course, the Trigat missile
will supersede our own second generation, long
range anti-tank weapon, Swingfire, which we
continued {o manufacture throughout 1985,
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British Aerospace has a leading role in the
development of a new NATQ family of air-to-air
missile systems. In partnership with
Bodenseewerk Gerditetechnik of Germany we are
responsible for development of the advanced short
range air-to-air missile (ASRAAM), with the
participation of other nations. The advanced
medium range air-to-air missile (AMRAAM) is
being developed in the USA and we have led a
study into the feasibility of manufacturing this
missile in Europe.

Further European missile commitments include
< share in the joint manufacture of the US
AIM-9L Bicesvinder air-lo-air missile.

British Aerospace has been chosen to lead a seven
nation consortium in a 15 month competitive
feasibility study of a short range anti-radiation
missile (SRARM). We are also participating in
two other such studies: one, as a member of an
international consortium, for a long range
stand-off missile (LRSOM) and the other, as a
member of a wholly British consoi.ium, for an
airborne anti-tank system,

Rapier order intake exceeds
£2.8 billion

Our leadership and credibility as a partner in
major raulti-national programmes has heen
founded on the many successful missile
programmes undertaken by British Aerospace in

Aoy vty arengur ol bovnb

its own right. Unquestionably the most
outstanding 15 the Rapier low level air dafence
systeni, With orders worth over £450 million
received in 1985, bringing their total vailue w
over £2.8 billion, Rapier is one of the most
successful of all the western world's present day
anti-aircraft missile systems.

A major export success in 1985 was the order
from the Republic of Indonesia which followed
an initial contract in December, 1984 and a
further order from Turkey. An order has also
been placed with us by the US Government for
Towed Rapier air-defence systems to protect
US Air Force bases in Turkey. These units will be
operated by Turkish personnel, in the same way
that Towed Rapier units purchased by the 1ISA
for the defence of its air bases in the UK are
manned by the RAF.

Following the US Government’s abandonment of
its Divad low level air-defence weapon programme,
Tracked Rapier has become an active

contender to meet this major US Army
requirement.

Today, Rapier is the most widely deployed
combat-proven, low level, air-defence missile
system in the western world. Developmants
continue t¢ meet the constantly changing threat
in attack. In the short term these include a
combined visual/ thermal-imaging sight 1o engble
Tracked Rapier also to engage attacking nircraft
by night. This sight will be fitzed to Tracked
Rapier units already in service with the British
Army.

Development of the Rapier Laserfire svistem,

a low cost, fully automatic, local area air-defence
weapon, is also continuirg as a company funded
venture. Longer term duvelopments are also being
explored with the UK Ministry of Defence to
ensure that Rapier continues to be 1 viable
challenger in world markets well into the next
century,

The Merlin terminally-guided, anti-armoner
mortar bomb is continuing 1is development with
the first guided test firings scheduled for early
1987.

We are examining potential new antr airceaft
wespon systems and work on the prmect
definitiont of the Thunderboll man-pusriable,
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hich vebroity subsile continued during 1985 and
i due for completion i 86
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The events of recent years have Tociassed
attention worldwide on the importance of missile
systems in sea wartare and we have continued to
develap our range of ship weapons.,

Firings of Vertical Launch Seawolf anti-
arecralt missile nossiles {rom the specially
converted sea-going tnials barge, “Longbow™,
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began in 19485 and will eontinue throughont 1888,
A contract was also regeivea to provide o biw cot,
simple to instadl four barrel launcher tur
lightweight versions of the Seawolf snip-defencs
system to be fitted o Seacat cquipped ships or
as a stand-alone system,

A new stage in the longer term development of
Seawnlfi—the GWS27 svstem—began in 19
This is designed to meet the need tor an
air-defence system to counter the threat posed by
new generations of anti-ship mis<iles from the
year 2000 onwards.
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Despite the undoubted success of Seawnlf, navies
perceive a need for guns to provide ships with a
multiple defence against air attack and so we have
begun work on the design of a course correcting
shell to improve the effectiveness of ship mounted
fmuns against anti-ship missiles.

At the same time, we are vigorously developing
and marketing our ewn anti-ship missiles. The
combat-proven helicopter-launched Sea Skua,
already in service with the Royal Navy, has now
been selected for the naval forces of three other
nations. Sea Eagle, the air-launched, long range,
sea skimming, anti-ship missile, is entering
service with the RAF and Royal Navyv and is also
to be supplied to the Indian Navy and vther
overseas customers, A surface launched version

is under discussion.

Hawk and Harrier progress

We are developing, with McDonnell Douglas, the
T45A version of our successful Hawk trainer.
now officially named “Goshawk” by the US * vy
which requires 300 of these aircraft for its
advanced jet training programme.

Orders and commitments for the Hawk, including
the US Navy requirement, now {otal more than
600 aircraft and overseas interest in this versatile
aircraft has been stimulated by the Saudi Arabian
order mentioned earlier. The Swiss Government
has named Hawk as one of the two aircraft
selected for detailed evaluation for their new jet
trainer requirement, two other rival types having
been eliminated. Intensive testing of Hawk will
be carried out in Switzerland during 1856.

Considerable interest is also being shown in world
markets, particularly by existing Hawk
customers, in Hawk 200, the privately funded
single-seat fighter version. This is on schedule fiw
its maiden flight this summer,

Twelve of the fourteen Sea Harriers ordered by
the Royal Navy in 1982 were delivered during the
vear and work is progressing on the foflow.on
contract for an additional nine aireraft, We alsn
stvafed a contract lor the project defusition phase
of a mid-life update of the existing Roval Nave Sea
Harrjers, Thic will take advantage of new acromies
and weapons technology.

Diuring the vear, the Indias Government
comtracted topurchase g second Latels ot Sea
Harriers.




The mast important of our current Harrier
Aroagrammes, however, is joint production with

M. Donnefl Douglas of the advanced Harrier 1L
This provides fur the supply ot 328 aireraft,
designated the AVSDB, to the US Marine Corps

and £ 1 the RAF under the designation GRS, The
maiden flight of the Harrier GRS took place in
April, 14845,

The Harrier 11 and Hawk T45A are the largest
Anglo-US collaborative aerospace programmes yvet
undertaken.

Of our uther military aircraft programmes, the
Nimrod MR MKk 2 conversion programme for

the RAF was completed on time in 1985 and we are
completing our part of the Nimrod AEW
tairborne early warning) programme to the
satisfaction of the RAF.

The order for 18 Jaguar International aircraft
tor the Nigerian Air Foree, placed in 1984, was
also completed during the vear. Licensed
production of Jaguar is continuing in India.

T454 crgeon of the Hawk Leng doveioped
for the U Navy

Contracts were also received for updateng and
improving RAF Bucecaneer and Phantem
aircraft and for further inspection and test work
on F-111 fighter bombers of the LIS Air Force,
bringing the order intake for the latter activity to
nearly £100 million.




The most smportant of our current Harrier
programmes, however, is joint production with
MeDonnell Douglas of the advanced Harrier 11,
This provides for the supply of 328 aireraft,
designated the AVSB, to the US Marine Corps

and 62 to the RAF under the designation GRS. The
maiden {light of the Harrier GRS took place in
April, 1985,

The Harrier Il and Hawk T45A are the largest
Anglo-US collaborative aerospace programmes vet
undertaken.

Of our other military aircraft programmes, the
Nimrod MR Mk 2 conversion programme for

the RAF was completed on time in 1985 and we are
completing our part of the Nimrod AEW
tairborne early warning) programme to the
satisfaction vf the RAF,

The order for 18 Jaguar International aireraft
fur the Nigerian Air Force, placed 1n 1984, was
also completied during the vear. Licensed
production of Jaguar is continuing in India.

T484 verson of the Hawk bang developed
for the US Ny

Contracts were also received {or updating anc
improving RAF Buceaneer and Phantom
aircraft and for further inspection and test work
on F-111 fighter bombers of the US Air Foree,
bringing the order intake for the latter activity to
nearly £100 million.
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follow, leading to a long term association through
to the turn of the century.

Orders {for BAe 146

During 1985 orders for 27 aircraft were received for
the BAe 146, the world's quietest jetliner, which
achieved for the Company a 1983 Queen’s Award
for Technology. By the end of 1985, total irm
orders for the aircraft ha.d reached 65 plus 24
options.

1* is a ¢leas vote of confidence in a product when
an existing customer comes back to order more. It
was therefore particularly satisfying when the
biggest BAe 146 operator—Pacific Southwest
Airlines (PSA) of California—exercised an option
te buy four more Series 200 aireraft to add to its
original 20 sirong fleet. ‘This followed a successful
year's operation when the low airport noise levels
characteristic of the BAe 146 n:ade it possible for
PSA to operate without the restrictions imposed
on other aircraft, so increasing the frequency of
vperation on important routes, As a direct result,
of this competitive advantage on the crowded
Californian routes, um order for six BAe 146-200s
was received from Air(*al shortly before the close
of the vear,

A new market apened up when, in May, 1985,
("hina placed a contract for ten Series 100 ajreraft
with deliveries commencing during 19586. China is
already sharing in BAe 146 compunent
manufacture and we foresee the continuation of
British Aerospace mvalvement in ¢*hina whicly
started with the "U'rident wirliner.

oy *he jaery of the Ol Avalon Agmwusiration of China ' countey § pRNONX sl W hich has ordered 10 awcran

Progress continues by adding a freighter versionof
the BAe 146-800 1o the family and work is weil
advanced on the first protolype. Study continues
on a BAe 146 .300.

Record vear for Jetstream 31

The Jetstream 31 is a light turboprop, designed
to meet the requirements of commuter and
business travellers seeking a high level of comfor!
in a large pressurised cabin. With orders for 51
aircraft (bringing total orders received to 117 by
the end of 1985, with 10 options) it enjoyed a
record year. The aircraft gained for the Company4
a 1985 Queen’s Award for Export Achievement
and, as a result of growing worldwide interest by } ]
commuter/regional airline operators, production
is being increased to 48 per year.

The most notable successes have been in the
fiercely competitive US market where a total of
45 aireraft configured in the 18/19 seai commutar ¥
layout were ordered in 1985 by three airline
operators, Republic Express, CCAIR and
American Eagle; these included sizeable repeat g‘“
orders, two of them within a year of the original N
contracts. Jetstream 31 operators in the USA have #°
formed feederline relationships with major trunk
carriers and fly passengers, on a high frequency
basis, into the majors’ hubs for direct connection
with bigger jet aircraft for onward destinations.

Important contracts were also received in 1988
from the Netherlands and Australia, raising the
total number of Jetstream 31 uperators to
19 worldwide. Prospects fur further advanies #
the market are excellent,
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Arhst s rmpvassion of the Airbus A320

BAe 125 improves market
position

The smallest of our civil range, the BAe 125,

has improved its market position among the
world's best selling mid-sized business jets and
has now achieved orders of well over £750 million,
82% of which have been for export. The new
Series 800 version, introduced into service in 1984,
has contributed to this success with 27 firm
orders—one more BAe 125 than in the preceding
vear. What was especially creditable about this
performance was Jhat the bulk of orders came
from the US, despite strong competition there.

In June, the 600th order was celebrated and by
the end of 1985 this figure had risen to 624,
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Partners in Airbus success

As mentioned earlier, the Airbus family of
jetliners—on which British Aerospace has
particular responsibility for the high technology
wings—achieved record orders in 1985 for 92
aircralt worth some $4 billion (as against 35 in
1984). This order intake was made up of 24
A300 aircraft (including 10 for the improved
A300-600 version), 29 A310 aircraft and—most
significantly—39 for the new A320, which

is not due to fly until 1987. British Aerospace has. .
a 25% work share in this latest addition to

the Airbus family. With “off the drawing board”
orders standing at 90 by the end of 1985, the
A320 has achieved an outstanding early market
penetration which should ensure its long term
success,

By the end of the vear, firm orders for Airbus
jetliners had reached 482 aircraft from more than
50 operators worldwide, eloguent proof that the
Buropean industry can offer a viable challenge
to US domination of the large airliner market.

Airbus Industrie and its partner companies are
now engaged in discussions of pussible additings
to the family. The aircrafi proposed include the
A330, a 310 seat medium to long range
wide-badied aireraft with twin engines and the
A3, a 260 seat very long range version with jour
engines, Both aireralt will share cotmmonality of
design in the fuselage and wing. 1t s proped
;hi“ the new aireraft will enter service in the
Ui,



Probing ibhe frontiers of spoace
There are no areas of Briticsh Aerospace activity
in which multi-national collaboration is so vital
as in space technology. It is a mark of our
technological and management capability ihat we
have been chosen to lead international consortia

on many of Burope’s most important projects.

During 1985, our space activities achieved
exceptional public prominence as the result of the
great interest in Halley’s Comet and consequently
in the Giotto spacecraft, for which we were the
prime contractor. Launched on 2nd July, 1985,
Giotto successfully intercepted the Comet on

14th March, 1986 and has relayed to earth data
of immense scientific value.

In the course of the year, British Aerospace, as
prime contractor, received orders for four new
communications satellites, The International
Maritime Satellite Organisation signed contracts
for three Inmarsat-2 second generation
satellites to relay telecommunications traffic
between shore stations and ships at sea. In
aditition, the UK Ministry of Defence confirmed
its requirement for a third Skynet 4 military
communications satellite designed and bu:lt by
us.

Another technologically challenging project was
completed with the supply of the photon detector
assembly and roll out solar arrays for the Hubble
Space Telescope, which will open up a new era

of astronomical observation when it is placed in
orbit. Galaxies and stars never before seen by man
will be revealed by this Space Telescope, to which
we have made vitally important contributions.

For the future, we are continuing studies to
determine the most effective designs for two new
projects which we ourselves have proposed: Hotol
and the Space Platform. Hoto! is a reusable
spaceplane, capable of taking off horizontally from,
and returning to, a conventional runway. It will

be able to launch satellites into low-earth orbit,
The Space Platform is one of four major projects
forming the European (Columbus programme, It

is an unmanned, free flying vehicle designed to
operate in conjunction with the US Manned

Space Station which is scheduled to enter service
in the late 1990s.

Today's developments will provide a sound buase
for future profitable business.
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Leaders in precision gyros
Complementing our major aircraft, missile and
space programmes is a wide range of activities in
different fields of advanced electronics and high
technology systems, some directly related to
aerospace products and others applying our
technological capahilities to other markets.

British Aeruspace is a recognised European leader
in the design and manufacture of precision
gyvroscopes and gyro-based instruments. Qur
dominant position in this sector of the UK
industry was confirmed in 1985 by the conclusion
of agreements to develop laser gyvro navigation
systems for high speed, highly manoeuvrable
miltary aireraft und for the Anglo-Halian FH101
helicupter—the first helicopter in the world to
liave such a system as standard equipment,

We are also working with Teldix of Germany to
brd for Luser gyvro inertial navigation systein
business arsing {from major European projects
wisehi as the European Fighter Aireralt and we
wre contmmng research into the related product
field ot tibre optic gvros.

Severdl suecesses were achieved with one
extenaive ratge of mechanical gy roscopes, A
rapied start pyvro was chosen for the TS Nave's
skipper [T msale, nur Microflex gyro wis
wele ted for the MLRS I e Multiple Landch
Recket Syatemr antt tunk weapon ovaloat jos;
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programme and a contract was received for
development of the strapdown inertial measuring
unit for the Vertiecal Launch Seawolf missile,

British Aerospace'’s gyro expertise has also been
further developed in the fields of stabilised
surveillance equipment and sighting systems,

Other high technology products

The extent of our technological capabilities and
experience is evident in the very wide diversity of
other products which we have develeped and are
manufacturing and marketing.

For instance, in 1985 a very successful series of
flight trials was completed with an advanced air
navigation system, Terprom (‘Terrain Profile
Matching). These were carried out with ¥-16s in
the USA and with Tornados in the UK.

Flight trials were also begun tor an advanced
airborne infra-red reconnaissanece system requited
by the RAF for its Tornado aireratt, This system
embodies a sideways looking infra-red sensor and
a miniature high resolution Linescan 4000
surveillance system. We have granted Haghes
Aireraft a Heence for TS manutucture of our
Linescan 2000 and 4000 systems,

In association with Hamilton Standard we are
producing the new fechnology, low nose,
stx-bluded high efliciency pmpvllt pw and conteed
umits for vur own AP dirliner Endorane ]
tewtigg of this propeller wie completed m 125

Ano
* har

mili
Swis
field
prog
Rynt
i

A e
GS.
Roy
digi
the

A
dev
T
whyy
W
<Juar
Mu
t bak

W

1zif-

-y



o~

Six bladed advanced techoligy propeller developed for the ATP
A

Another area of activity is the production of
“hardened” computers dedicated to specific
military tasks. For example, we are supplying the
Swiss Army with BC81 computers for their Fargo
field artillery fire control systems. We are also
producing Air Defence Command Post Processor
systems for the British Army for its Towed Rapier
missile units.

A contract has been obtained te supply
GSAB/GPEOD gunfire control systems for the
Royal Navy's Type 22 and 23 frigates. This new
digital system is being offered to other navies as
the Sea Archer 30 system.

Amongst our other naval systems under
development is a new high performance Active
Towed Array Sonar (ATAS), suitable for small
ships, designed to detect submarines at long range.
We are also confident that overseas orders will
shortly be received for our Versatile Exercise
Mine Systems {VEMS} and air-lzunched depth
charges.

We have secured a contract to produce shipborne
message handling systems for the Royal Navy,

Rescareh, development and
mannfiueturing technology
It srder to ensure the future worldwide success

of British Aerospace products at sea, on land, in
tre air and in space, the Company i3 continuing

a substantial investment in research,
development and manufacturing technology and
the wide range 27 scientific and engineering skills
involved.

During 1985, new advanced engineering, acoustie,
environmental and missile combat sinulation
facilities have been commissioned and many
existing facilities have been updated. Computer
integrated systems continue to be developed,
further enhancing operational links between
engineering, finance and marketing for increased
effectiveness.

Recent manufacturing developments include the
start of work on the Airbus A320 wing assembly
centre and the availabilily of a laser gyro
production unit. Advanced manufacturing
technology continues to be developed and further
automated manufacturing facilities have been
installed.

Parallel arrangements to co-operate with
educational institutions in the study of robotics
for production engineering applications have also
been established.

We are continuing the development of
applications of new materials such as high
strength aluminium-lithium alloys and advanced
composites and have also extended the range of
production applications for superplastic forming
and diffusion bonding,

Whilst a high proportion of the Brifish Aerospace
research and development effort concerns
advanced aircraft, missiles and a variety of
military equipment, there 18 a spin-off into less
spectacular but nevertheless impotiant
technologies. For example, we have developed an
excellent cargo examination system to help
prevent the entry of contraband material and to
assist in the fight against terrorism. We are also
becoring increasingly involved in wind energy
programimes.

British Aerospace continues {0 pursue
collaborative research, development and
manufacturing technology agreements with firms
worldwide,

As we face the challenging prospects for the st
century, we can be confident that our present
programmes and our research for the future will
keep British Aetosjiave in the forefront of the
world's high technology markels and well placed
1o CONtINUE OUT SUCCess.
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Major Products & Programmes

Civil aireraft
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Guided weapons
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Air weapon systems
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Arimny weapon systems
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Rapier
Ground-launched, low level, anti-airerafl weapon
system deployed all over the world. Two versionsin |
service, Towed Rapier and Tracked Rapier, with day and
night, all weathor capability. Some 20,000 missiles ‘
delivered,
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Swingfire

Long range, ground-launched, anti-tank weupon
capable of being fired froz: variety of platfrms,
including tracked Striker vehicle. More thm, 45,000
missiles produced. In service with British, Beigian and
Egyptian Armies, '

P - U NS S ST
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#ilan 3
Man-portable, anti-tank missile being built for British ¥
Army under licence from Euromissile. With commend 7 _;
{o line-ofsight guidance, can penetrate advanced 1
armour plating. il

Advincedshert range, sivipair misefle capibleof
uttasking targets from anydlrestion, Baing developed
Jotntly with Bodonseowstk Gerftetéchnth for NATO.

%g:i?ns mguf’aqﬁurﬂng programme
Parvkdpetion in Buropsnn projoct munafecturin,
AT, Shdrwetnder sheioatr wonpen, ¥

Major development programimes

Trigat
Third generation, anti-tank missile systema, being
developed under EMDG programme. Three systems
short/medium range ground-launched, long range .
vehicle-launched and long range air-launched.

Rapier Laserfire
Low cost, fully automatic, local area, unti-aireraft R
weapon system, w4
iy
Merlin , g
Terminally-guided, fire-andforgel, e §
81mm, anti-armour mortar bomb ’ A4
being developed for infantry. . {
. ;
Thunderbalt ¢ :
Low coat, mais =artabls, close range, nnti-ntroral |
missile. |



Defence, electronic and other technological systems

Mings and mine countermeastres
Naval ground mines, exsrcise mines, acoustic mine vweeping systems,

computer-based mine clearance, tactical pleaning, acoustic ranpes and
associated equipment.

g T *Hk &7} Versatile Exercise Mine System (VEMS)
;._-—...J \i——-.w Provides realistic training and

evaluaiion of mine warfare

Weapon cuatrol systems

Naval interceptor surveillance and weapon contro! systems, Soa
Archer and Sapphire gunfire control systenis and shipborne migsila
launch computers for coastguard and offshore patrol vessels, logistics f :
craft and fast patrol boats, Artillery fire control computers.

Wenpon systems components i
Aerodynamic and thrust vector control actuators, navigation and
power supply systems for missiles and torpedoes.

\{&""’3}. ot Shipborne Containerised Air |
VTN Defence Systems (SCADS) j i
\\L : '\u Concept for rapid conversionof ? ]

- j

merchant ships for defence !
applications. i

Precision products, naval and aircrafi navigation systems .
Gyroscopes, gyro-based systems and high-precision electro-maechanicel j i
instruments. Ships’ Inertial Navigation Systems {SINS). Vertical ‘
references. Aircraft laser-bused inertial navigation systems, gyro

compasses and attitude indicators. Flight data recorders. Stahilised 1
sights, Electro-optical systems.

Communication systems )
Electronic warfare equipment, message switching systems and disc
memories. Vehicle, satellite and sirerafl antennae.

Infra-red equipment
Includes missile infra-red
guidance systems, fuzes
and airborne surveillance

Microwave equipment
Components including airerafl, shup and missile
radomes, antennae and Luneberg lensea Technology

equipment such as coverd conventional and hybrid compomtes, coramicy,
Linescan. infra-red {ransparencies and engineering thermo.
plastics
e Rl . .
T g Alr cont!ifioxuung systams )
&"V Air conditioning systoms and equipment for vehicles and sircrafl
Cargo examination system
Anti-smuggling system to enable containers, - /j? Advanced propellors
vehicles and airfreight to be examuned for Wl Large propelles developed and pmdpced for surcrafy,
contraband by use of X-rays and gas re ST hovercrall and wind energy applications, :mh{dmg the
speetrographic analysis without f Y new six bladed propellar for British Aernspace’s

being unloaded. ¢ Advanced Turbopropt ATP asrhiner



Communications satellites & space technoelogy
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British Aecospace Public Limited Company
Board of Directors

Sir Austin Pearce, CBE.t

Chatman . ) ) ’
A Director since 1977, Chairman since 1980, Formerly Chairman and Chief Exonutive of
Esso Petroleum Company, A Director of Pearl Assurance, Jaguar Cars and a Vige
Chairman of The Royal Bank of Scotland, Pro-Chancellor of the University of Surpey,

Sir Raymond Lygo, K.C.B.

Chief Executive ) »

A Director since 1980. Formerly Viee Chief of Nava! Staff, Joined British Asrospace in
1978, became Chief Exccutive of the Dynamics Group in 1989, Managing Direclor of the
Company in 1983 and Chief Executive in 1985.

K. M. Bevins, C.BE,T.D."

Non-executive Director ) ‘ .
A Director since 1980. HM Government appointed Director since 1981, A Director &
former Chief Genetsl Manager of Royal Insurance Company.,

Sir Kenneth Durham+

Non-executive Director
A Director since 1980. Chairman of Unilever, a Director of Delta Group, Woolwarth
Holdings and Morgan Grenfell Holdings and a Governor of the London Business School,

B. E. Friend, CBE*

Director of Finance

A Dirertor since 1977, Formerly Chairman and Managing Director of Bsso Chomienl DX,
A Director of The Iron T'rades Employers Insurance Association and Iron Trades Mutual
Insurance Company.

D. O. Gladwin, CBEt

Non-executive Director

A Director since 1977. Regional Secretary (Southern? of the General Municipal
Boilermakers & Allied Trades Union and a Board member of the Post Office.

J. L. Glasscock

Commercial Director

A Director since 1982. Joined British Aerospace in 1953, became General Manager of
Hawker Siddeley Aviation. Appoinled Depuly Chiel Executive of the Aircraft Group
in 1982 and Commercial Director of the Campany on 1st January, 1988,

H. A. Hitchcock, DF.c* |
Non-executive Director |

A D'irector since 1980, Formerly a Director and Deputy Chiel Executive (International
Business) of National Westminster Bank. A member of the London Board of the Bank of
New Zesland. Invalved in internationsd shipping business,

H. Metcalfe, 0B.E.
Deguty Chief Executive (Operations)
hthrector since 1982. Joined British Aerospace in 1951, became Divisional Managing
Directar of Bristol and Hatfield Divisians. Appointed Chief Executive of the Dynamica
Group in 1982 and a Deputy Chief Executive of the Compeny on 1st Junoary. 1968,
Sir Jack Wellings, CBE+
IX([;mrxctutiM Director

Jirector since 1980, Chairman of the 600 Group sine 1968 and krasly eloscly
associated with the sircraft industry, b yince e
I. R. Yates, cpx. "
Deputy Chief Executive (Enginerring)
A Director since 1982, Juined British Aetnspnce i 1950, beome ivimionl Moty Tear.
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of the Company o 1o T f Girop 1o 1982 and & iy
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Directors’ Report

he Directors present their report, together
with the accounts, fur the year ended 31st
December, 1985.

Capital structure

In January, 1985 the Government and the
Company announced that they had agreed to
make a combined offering of shares under which
HM Government would sell the whole of its
remaining shareholding in the Company and the
Company would make an issue of new shares.
Accordingly the authorised ordinary share capital
was increased from £115,000,000 to £150,000,000
by a Special Resolution of the Company passed
on 29th April, 1985 and at the same time the
shareholders approved amendments to the
Articles of Association of the Company to create
and issue one special share of £1 to be held by
HM Goverrment in order to protect the
provisions in the Articles of Association of the
Company relating to UK control and the
appointment of a Government Director.

On 1st May, 1985 a total of 146,852,746 ordinary
shares of 50p each were offered for sale on behalf
of HM Government and the Company at a price
of 375p per share. The Offer comprised
96,852,746 nrdinary shares, representing 48.43%
of the Company’s then issued ordinary share
capital, offered for sale by HM Government, and
50,000,000 new ordinary shares issued by the
Company. Existing ordinary shareholders were
given preferential entitiements to acquire the new
ordinary shares on the basis of one new ordinary
share for every four existing ordinary shares held
by them at the date of the Offer, In addition HM
Government made available a limited number of
the ordinary shares it was offering for sale for
preferential allocation to employees of the
Company.

At the year end the authorised share capital of
the Company was £150,000,001 divided into
300,000,000 ordinary shares of 50p each and one
special share of £1 of which 250,019,747 ordinary
shares and the £1 special share were issued and
fully paid; since 31st December, 1985 the exercise
of optiong under the Batish Aerospace SAYE
Share Option Scheme “ias increased the issued
ordinery shares to 250,029,464 shares. At 31st
December, 1985 the Trustees of the British
Aerospace Employee Share Ownership Scheme
held 1.3% of t*.. issued ordinary share capy: 1 and

the balance of 98.7% was held by somg 138,500
public shareholders. Since the year end, the release
of Employee Share Ownership Scheme Shares
from trust has resulted in the issued ordinary
share capital being held by sume 139,500
shareholders at 25th March, 1986, Thy Rumber of
ordinary shares shown in the register of mambers
at 31st December, 1985 as Foreign-held Shares
pursuant to Article 40 of the Company’s Articles
of Association was 31,922,907 (12.77% of the
issued ordinary share capital of the Company)
and at 25th March, 1986 was 27,690,539

(11.08%). At 25th March, 1986 no person had
notified the Company of an interest of 5% or
more in the issued share capital of the Company.

The Directors are seeking the approva) of
shareholders at the Annual General Mgeting to
extend their authority, originally conferred in
1981 and extended in 1985 until this Aptoal
General Meeting, to allot relevant securities (as
defined in Section 80 of the Companies Act 1986)
and, pursuant to that authority, to allot equity
securities (as defined in Section 94 of the Act) as
if the pre-emption rights contained in Section 89
of the Act did not apply.

Principal activities and business review
The principal activities of the Company and its
subsidiaries are the design, development.
production and sale of military and civjl aircraft,
guided weapon and space systems, elecironics and
related technologies and the provision of suppoert
services.

The Chairman’s Statement and the Operating
Review accompanying this report give a more
detailed description of the Company’s products
and business activities during the year, important
events affecting the Company sincs thg end of
the year and likely future developments And give
an indication of its activities in the field of
research and development.

Results and dividend

The profit after taxation atiributable to
shargholders is £127.0 million and, subject to
approval of the proposed finad dividend, s doalt
with as shown in the consotidated profit snd koss
account on page 40 of the nccomts. The Direciars
propose & final dividend of 10p per ordinary s
which, with the intetim dividend of 5.9 pec
ordinery share paid on 1st Neovember, 1985,

k17
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makes a total dividend of 15.8p per ordinary share
for the year. The final dividend, if approved, will
be paid on 3rd June, 1986 to shareholders
registered at the close of business on 18th April,
1986.

Fixed assets

Changes in fixed assets arising in the normal
course of business are detailed in note 14 to the
accounts on page 52. The Company’s freehold
and leasehold land and buildings were revalued at
31st December, 1984; the Directors do not
consider there is any significant difference
between the book value and market value of land
and buildings at 31st December, 1985.

Chsritable donations

During 1985 the Company made donations in the
United Kingdom for charitable purposes
amounting to £139,000 (1984 £111,000}). No
contributions were made for political purposes.

Directors
The names of the present Directors of the
Company are listed on page 34.

On 30th April, 1985 Sir Kenneth Durham ceased
to be a Government Director appointed under
Article 72 of the Company's Articles of
Association and was on the same day appointed
a Director pursuant to Article 22 he was
re-elected & Director at the fifut: Annual General
Meeting. The sole Government Director is now
Mr, K. M. Bevins,

On 14th May, 1985, Mr, C. J. Wells ceased to be
& Director, having retired from office at the fifth
Annual General Meeting. C.1 31st August, 1985,
Mr. T. G. Kent resigned from the Board and on
31st December, 1985, Mr. J. T. Stamper resigned
from the Board, both on their retirement from
service with the Company.

The Directors retirin: by rotation at the sixth
Annue] General Meeting in accordance with
ﬁ}rticle 82 are Mr. D. O. Gladwin, Mr. H. Metcalfe
and Mr. I. R. Yates, who, being eligible, wili offer
themselves for re-election.

The unexpired periods, from tha date of this
report, of service contracts with retiring
executive Diractors are:
Mr H Metcalfe
Mr [ R Yatea

373 omermd b
3 monthe

35

In accordance with their terms, these contracts
will continue bevond these periods unless and

until they are determined by either party giiing
to the other noi less than twelve months® notice  *
in writing but not so as to extend the contract
bevond the Director’s normal retirement date,

The beneficial, including family, interests in the
share capital of the Company of the persons wha
were Directors during the year were as follows:

‘ . Sl . -
At 31st December, 1985" At st January % 4

Ordinary Ordinary
shares of Share sharesof  Shape
50p each options  50p sach m%
Sir Austin Pearce 2341 112,384 1478 1580
Sir Raymond Lygo 4,916 Bh,78% 3088  L88G
K. M. Bavins 875 —_ 600 -
Sir Kenneth Durham 200 — — —
B. E. Friend 3,500 63,782 1473 1580
D. . Gladwin — — — -
J. L. Glasscock 551 45,468 473 19
H. A. Hitcheock 5,000 —_ 5,000 — N
T. G. Kent 473 1,960 478 1980 -
H. Metcalfe 572 AR4TH 488 L AED
J.. T. Stamper 471 1,950 7 LB R
Sir Jack Wellings 1,250 — 800 -
C. J. Wells - 1,950 o LOE
I. R. Yntes 473 51937 478 1980

*or (where applicable) sarlier date of retireinent.

Share options were granted to certain executive
Directors (a) on 1st July, 1985 under the British
Aerospace SAYE Share Option Scheme for
employees, exercisable at a subscription price of
£3.80 per share on completion of the related five
year SAYE contract and (b) on 5th July, 1086
under the British Aerospace Executive Share
Option Scheme, exercisable at a subscription

price of £3.85 per share normally between 1988
and 1995. H

There have been no changes in the interests of
persons presently Direclors of the Company ]
between 31st December, 1985 and 25th Mardh, ?
1986. None of the Directors had any non-

beneficial interest in the share capital of the
Company during the year nor in the period S

the year end to 25th March, 1986. The Boastl i

not aware of any contract of significance (orber

than service contracts or s dineliowd itn note 718
the accounts) in relation 1o the Cospany or s
subsidiaries i which anty Uitector has, o Fas

had, a material interest,

-2

YT .




Employment

Ihsabled persons — It is the policy of the
Company to employ disabled persons whenever
practicabie in jobs suited to their individual
circumstances and. as appropriate, to consider
them for recruitment opportunities, career
development, promotion and training. Special
consideration is given to re-training those who
be.ome disabled whilst in the Company’s
employment. Two of the Company’s sites won
Manpower Services Cominission “Fit for Work™
Awards during 1985: this Award is made in
recognition of “exemplary policies and practical
achievements in the employment of disabled
people™.

Health and safety at work — The Company pays
close attention to the health and safely of its
employees, contractors and other persons on its
premises with particular regard to the
requirements of the Health and Safety at Work
ete. Act 1974 and related legislation. Some 6,500
employees attended a total of 488 safety training
seminars. Six of the Company’s sites are in
receipt of awards for meeting the high standards
of safety performance set by the Engineering
Employers Federation.

Equal opportunity — The Company is an equal
opportunity employer. Its policy is accordingly to
engure that, subject only to considerations of
national security, no job applicant or employee
receives less favourable treatment on the grounds
of sex, marital status, race, colour, nationality or

ethnic or national origin. Seleetion criteria and
procedures are reviewed periodically ta ensure that
individuals are selected, promoted and trested on
the basis of their relevant merits and abihties.

Employee tnvolvement — The Company 15
committed to employee involvement, that w to
say keeping employees as fully informed as
possible with regard to the Company’s
performance and prospects and seeking their
views, wherever practicable, on matters which
particularly affect them as emplovees. Reflecting
its origins and policy of devolving substantial
autonomy to its operating units, the Company
uses a wide variety of employee involvement
systems. It believes strongly in developing these
arrangements by evolution,

The most important systems of employee
involvement in the Company are those operated
acally. These are too varied and numerous to
describe [ully in this report, but typicaily include
divisional councils, factory councils, briefing
groups, video presentations, newspapers and
news sheets, joint working parties, quality circles
and their equivalents.

Corporate channels for consultation and
communication include:

Chairman’s annual communications meetings -
presentations by and discussion with the
Chairman on the Company’s performance and
prospects. In 1985 three presentations were made

S N T S S S
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to employees representing a cross-section of the
Company's workforce; a video recording was
subsequently made available to employees at all
its sites.

Report to Employees — each year on publication
of the accounts the Company newspaper includes
a special “Report to Employees”, incorporating a
message from the Chairman and a review of the
financial results. In 1985 the Company won the
“Kilncraft Award™ for the best report in the
Accountancy Age/Industrial Society Employee
Reports Competition.

Seminars at St. George’s House — residential
discussions at Windsor on the future of the
Company started in 1981 for small representative
groups of employees. Three seminars were held
during 1985.

Share Ownership Schemes — employees holding
shares or share options through participation in
the Company’s Share Ownership Schemes receive
the full report and accounts and other
information distributed to shareholders.

Training

During 1985 over £30 million was expended on
training and education. The Company continued
to provide a variety of technical, management
and ccmmercial training programmes.
Preparatory work was completed with an
international business school (INSEAD) for a new
programme of training for senior managers.
During the year there were 3,100 craft and
technician apprentices, undergraduate and
graduate trainees engaged in full time t.aining.

Honours

The following employees were honoured in
HM The Queen’s 1985 Birthday and 1985

New Year Honours Lists: CBE B. E. Friend,
R. J. Parkhouse, F. E. Roe; MBE H. Abraham,
E. Briggs, G. E. Errington, D. W, Morgan,

D. L. Raoffle, J. F. White; BEM F. Bond,

A. L. Greaves, J. D. Laurence, E. R, Webb,

it. Whitby.

Employee Share Ownership @<hemes

At 31st December, 1985, the Trustees of the
British Aerospace Employee Share Owrership
Scheme held 3,244,000 shares on behalf of 45,079
participants in the Employse Share Ownership
Scheme introduced at the time of the Offer for
Sale in February, 1981. In aeccordance with the

a8

Finance Act 1985, the period for which Free t}
H

5+

Shares appropriated to Scheme participants had
to be held in trust ended five years after the
original allocation and on 19th Fehruary, 1988
these shares were transferred out of trust and
registered in participants’ names. No further
appropriation of shares has been made under this
Scheme,

Since the introduction of the British Aerospace
SAYE Share Option Scheme in June 1983, offers

of participation have been made annually to '
employees. A further offer of participationon
10th April, 1985 resulfed in 1,901 employees bein
granted options over 1,046,905 shares at an opii
price of £3.80 per share, normally exercisable
1990. As a result, at 31st December, 1985 optio
were held by 6,029 participants over 6,921,086 -
shares and at 25th March, 1986 by 5,982
participants over 6,869,147 shares. Further offara}s
of participation can be expected in 1986 and futiire
years. .

Following approval of the British Aerospace P
Executive Share Opiion Scheme by sharchgolders§

ki

iy

at the Annual General Meeting on 14th May, -
1985 and by the Inland Revenue, initial offers of 48§
participation in the Scheme were made on g
12th June, 1985 to selected executives (including s
executive Directors). As a result, options were %
granted to 30 executives over 1,025,820 shares ab %

an option price of £3.85 per share, normally
exercisable between 1988 and 1995, The position
was unchanged at 31st December, 1985 and at
25th March, 1986.

Close company status .
The close company provisions of the Income and

Corporation Taxes Act 1970 do not apply to the
Company.

Auditors

The auditors of the Company, Mesars. Peat,
Marwick, Mitchell & Co., have indicated their
willingness to continue in office and & resolution
proposing their re-appointment will be put to the

Annual Gendril Meeting of the Company.

By order of thé Board

B, Cookson

Secretary 25th March, 1850
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Accounts and Notes

Auditors’ Report

To the shareholders of British Aerospace Publie Limited
Company

We have audited the accounts on pages 40 to 61 in accerdance with
approved auditing standards.

In our opinion the accounts set out on pages 40 to 61, whish have been
prepared on the basis of the accounting policies sat out in note 1 on
pages 43 and 44, give a true and fair view of the state of affaits of the
Company and of the Company and its subsidiaries at 818t Deceiribat,
1985 and of the results and source and application of fumds of the
Company and its subsidigfjes for the year ¥s that date und Gpiaply with
the Companies Act 1985, '

Peat, Marwick, Mitchell & Co. _ Lansdon
Chartered Accountants 86l Muivah, 1986




,onsolidated
Profit and
Loss
Account

for the year ended
315t December, 1985

40

Tumover. . . . . o 2
Cost of sales . ... : 3
2
4

Trading profit... . .. .
‘Launching costs... ... . ...

Profit before Interest. e e e
Share of profits of related companies.. ...
Net interest receivable.—. . oo vt e D

Prefit before taxation. . e o oo e et
TAXAHON s e o e vmm e e O

Profit after taxation ... o v e e s e v 9
Dividends. —ve v o, e e 0

Retained profit....... ... e vt e 29

Earnings per share. ... v e e o
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Balance
Sheets

at 31st December, 1085

A

x

Note
Fixed assets
Tangible assets 14
Investments .. . 15
Current assets
Stocks . . 17
Cebtors.... . .. .18
Investments .. . e e 18
Cash at bank and in hand .,
Current liabilities
Loans and overdrafts....... .. 20
Creditors ... . .21
Net current assets. ...
Total assets less current
liabilities_..... . ... ... .
Liabilities falling due after
one year
Loans. v o .. 20
Creditors...... ... ... . .21
Provisions for liabilities
andcharges. ... . . ... . .24
Capital and reserves ‘
Called up share capital. . 26
Share premium account . = 27
Statutory reserve. 28
Revaluation reserve. 29
Capital reéserve . . 29
Profit and loss account . 29

Company and

subsidanes Company
1985  1o8a 1985 1984
£m im £m Em
538.7 5025 5249 4911
200 114 718 840
1,090.3 10767  1.0504 10272
4503 4556 4260 4590 |
526.0 3466 5211 3430 §
116.3 56 9 115.1 550
21829 19358 21126 18842
62 136 48 110
10434 9441  1,0184 503
1,133.3 9781 1,004  9EA®
16920 14620 16861 15080 N
2651 3083 2418  $04%
43.0 £3.5 35.2 618
197.7 2016 1967 1664
11862 9186  1,2004 G468
1250 1000 1250 1008
2200 656 2200 868
2021 M2t 2021 X@Y
101.8 976  101.8 978
1083 1083 1183 1193
429.0 W50 4412 L9
1,186.2 U186 12094 ks

Approved by the Board on 25th March, 1986
Sir Austin Pearce Chalrman

B. E. Friend Director of Finance M J,

The rbes on prges 43 n 61 fovws port of thesw pet unis //
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onsolidated 1985
Statement Source of funds
Of SOurce Profil before taxation o e 150.5

Adjustments for items not involving the movement

and of funds:

A 1 t Depreciation . ... ... .o e 56.2
pp 1Cation PravISIONS. ... & oo e e e (3.9)
Of Funds Other. . . o e _.._._,S?._E)
for the year ended  Funds from operations..... ... . L 198.6
st December, 1985 Proceeds from share issue..... ... . .. ... 179.4
Total source of fUNAdS. e e e e 379.0
Appliééﬁon of funds ’
Net additions t0 fixed asSetS.c.u. . . oone o+ 58.8
Taxation paid.. ... ..o e e 16.9
DIVIAENndS PRI v w. - o e s e e e 31.3
147.0

Changes in working capital:

S1OOKS—INCIEASE o e e v e o 13.8
Debtors—{decrease)fincrease.... . .. . . .. (8.8 7
Creditors—decrease/(inCrease)... ..o wumne..oon. 6.5
Advances—{(InNCrease). ... .. . o vee oo (78.6)
{57.4)
Total application of funds . o 89.6
Movement in net liquid assets and loans 289.4

{ )
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Notes on the Accounts

Basis of preparation

The accounts are drawn up under the histoncal cost conventian as modiiad by the

Accounting ouianon of land and buiidings

policies
Basis of consolidation

The consolidated accounts of the Company incorporate the acoounts of the Company
and its subsiciary and related companies, all of which were made up o 31st
December.

Trading profit

Trading profit is recognised at the time of sale; in the case of contracis with extenced
delivery programmes, 1l is arrived at by reference to the estimated ovsrall prohtabiity
of the contract, Full provision 1s made lor any losses in the year in which thay aca first
foreseen .

Depreciation

Depreciation is provided on a straight line basis on the cost or valuation of all tangibla
fixed assets, except freehold land and assets In the course of construction.

Butldings are written off over 25 years or, if leasehiold and the lerm of the loase 18
shorter than 25 years, such shorter term. Buiidings erected specifically and exclusively
for a research or production programme are writlen off over the axpeoted life of the
programme. Plant, machinery, fixtures, filtings and equipment are generally writien off
over eight years.

Resezrch and development

Exp. i@ on research and development, other than that on buildings or speciflecily
recoverable under contract, is wrilten off a3 incurred and charged in arsiving at fradling ™ -
profit.

Launching costs

_ The costs of launching a new civil avcrall praject fall into threa principal categodes:
design and development, jigs and tools, and education.

Design and development expendlture arises mainly in the eardly years of a prejost
and, with the exceplion of the A320 programme, 1§ wrillen off as incurted vadar the
heading of launching costs in the profit and loss account. Inttial faunehing cogls en

the A320 programme are covered by HM Government launch aid and, as a resil, the
design and development expenditure is carried forward and will be amoriized, bessd

on an appropriate assessment of sales, when deliveries commencs

Expenditure on jigs and tools is normally mowred only after the decision o
manufacture has been laken

Education costs anae sary i the production oyole of a new airerall whien fitijet
skifts and experiss urs being acquirad and unil codls ara thersiave relalively figh
Thay comprise ihe axcess of such unit produclion cogls over mwmmm
anhcipated at & more advanced slaga of tha produdtion progracne

Exmwmwm,msammmmnmwmmmmmw
inrwmdofmchpm;wtbymfwmmwanmwmmuawmm-mm
"poek), Wtwmmmmmppmtwmwmmmm_wm
prudence The amorhisation of pge. lools and sduceiion 18 Ghoned ©n BMig & ksding
profit '




Rritih Aerapaee i 1

Accounting
policies
{continued)

_Transactions in overseas currencies are converted into sterling at the rates theng

Taxation '
Provision for deferred taxation 1s made whera 2 liabilily s kkoly to armse in the

forasesable fulure

Stocks

Stocks are yalued at the lower of cost including all relevant overhead empmmmm
and nel realisable value, less progress payments and HM Government taunch aii.

Stocks include launching costs carried forward and the Company’s interest in All
Industrie.

Exchange rates

and assets and habiliies at the balance sheet date are translated into slering &{!
rates ruling at that date. The resulting gains and losses are dealt with in the s
and loss ancount axcept where they relate to borrowings made to hedge fulure
overseas currency revenues, in which case they aie credited or charged 1o 6
conlract or project, and carried forward until realised.

Differences on transiation of the opening net assets of overseas subsidiaries ab !n..g“"l
rates ruling at the balance shee\\date are laken direct to resarves. The sales aniig

profits of overseas subsidiaries are lranslated at the rates ruling at the balance.d fT@M
date,

Airbus Industrie

As a member of Airbus Industrie, British Aerospace participates in the Alrbus A
A310 and A320 civil aircraft programmes. The Company is responsible for the &

design of the wings, production of wing boxes and the purchase of cartain ook
from other UK manufacturers.

The Company also shares in the overall resulls of Airbus Indusiric, Profits and P
are shared in proportion io members” inlerests except that, untll the accumuial
losses incurred since the first produclion phase of the A300 programme have b
fully recovered by profits, each member's parlicipation in profils is oalwlated a
proportion 10 the accumulated losses that it has bome.

Since the Company's participation in Airbug Induslirie relates 1o particular Albus
production programmes which are effeclively carried oul on a joint veniure basts
profits or losses on the British Aerospace work are congplidated with the Gompaaghs,
share it the overall resulls of Airbus Industnie in assessing both the trading poilis - -
and the realisable value of work undertaken by the Company for Arbus Indusira,
Ouislanthng amounts relating to the participation are carried forward i1 stocks.




Tunover rapresents tha net value of dekvenas mada, work compleied Ot Servicos
rendered durrg the year and includes adjusimaents ansing from the use of ashmeloecd
Turnoves and  prces n previous years
trading profit  Exponts mnclude sales o oversaas related companies under collaboratve contraots,
some of which relale to work on prooucts deliverad to ths Uniiad Kngdom

1985 TOR4

UK Export  Total = Uk Pt o

£m m £m £ tm 7 tm
Covil aruy it - 47.9 8023 6502 TS SO0 8120

- Military arcrafl and ‘

support services 3296 061585 9452 bt ST 4 TR R
Guided weapon and ] : <
electronic systems 603.7 3192 92248 SMG e Y1413
Space .. . . 43.2 86.2 129.4 RH 0 e 1088

1,024.4 1,623.3 2,647.7 WA TOBER cM5TE

The geographicai distribution of exporis was as follows ,
1888 1004

£m £
Europe . . : ‘ .. 780.4 657 6
Afnca . . . 112.2 - 95
Middle East. - N 187.6 - 28 4
Far East : : l : . 455 9218
Austrslasiz and Pacific . : , , 40.5 241
USA and Canada. o .- . 478.2 Y
Centiat and Scuth Amenca. . | = 4.2 . 28
1,623.3 - 13838
The trading profil was made up as follows'
1985 g
C fm o
Civil alreraft _ : : {4.9) R
Miltary awcraft and support services o abd 15y
Guided weapon and glectronic systems e 1116 g 3
Space . 8 {5 y 1155
Company funded research ant development & (54 5 SR
Reorgamgation costs - m N {5.6) -
Tad ng profit : . 180.1 06




"

Cost of
sales

Launching
costs

1988

nagrs WK

The smeansahon i 403 Topls tnd eBucahon has been charged n ansng af ool #

sciag e

*omd
£m e
Cost of sakes 1s made up as follows
Expenses .
Raw matenals and (onsumables 13838 Ly
Pucchases of bought.aut squpment,
components and other external charges 1,563.0 TG
S'afi costs {note 6) 908.5 B4R 3
Depreciation . 56.2 542
Diher operabing f:harges 707 B 5
27673
Less:
Increase in stocks of firushed goods and work in progress,
after amortisation of jigs, tocls and education.. . 180.7 o956
Own work capitalised ... .. . : 14 e
Other operaiing income. ... 67.0 43 1
e, 3162 235258
Less:
Design and development expend:ture included above, N
charged to launching cosis (nole 4)... ) 1.8 LR
AT
Cost of sales 2,467.6 2MnY
Included within cost of sales are:
Expensos:
Operaliniy isase e::m'rga&
Prant and machinery . SR 1.9
Other, including alvorart e - 24.1 44
Hire 07 piant and machmery, other ihan under operatmg
loages .. . .\ . RN : 8.3 N2
uompany fum;led research awd develop ment . 549 453
Auciitors’ remunsratron . Do ng
fncome: '
- Renial incomea from
Operating leges. 20.0 *e
Finance ioases . 2.5 ns
1986 1984
£m fm
BAe 1B 223 »e
Axrbus BY 40
Blkes 125 00 15 49
AT , 15.9 67
B
518 R
LT S o fpp




Net interest
receivable

Employees

1988 Ond

£m In.
interest recevable i 83.7 Jye
Income from governmant sscurnties , , 185 3

4 My
Interes! payable - o “'
On hank overdralts and loans repayable within 5 vears ' U
On other loans . ’ . {2{3.% 1‘}‘?,' :;}}
e

18.6 39

The average weekly number of employees, including exeoutive Diregtors, dmm
the year was made ug as follows'

i

\‘f

7 , 1988 T 1ome

Civil aircralt, military arcraft and supporl services . - . = 51,819 . 52725
Guided weapon and electronic systems ana space... . ... 22,588 ¥ -
Headquarlers and subsidiaties. ..., ©oow oo .. .. . 1,188 + R
. L

75,645 - TS

Tte c.-',ﬁ'.;ega[\: ;.‘a\f.fOIi tests of these employees and Dieoters were:

1985 C Y
' L Bm O
B A SERTIBS Ll e s b s 7845 Hes
usdar & oo "ha el L e e e 5%}' i
OtMEr VBNSIO GOS8 o s e e 5 70.8 122
2085 L

: i

The emoluments, exciuding pension contribistions, of higher peid smysioyess {ollvar
than Directors—see note 7) fell within the following rangss.

Waenbe of aengkoywss
> £ | 1585 o
30,001 to 35500 v ‘ . 50 %
35,001 fo 43,000 | 1:} :s
40,001 to 45000 ﬂg :
45 001 1o 50,00 o . - :
50,001 to 85000 . . . . T, ‘ .
55001 to 6000 , 2
60,001 to 65.00C . ...;.

65,001 fo 70.000 v




Directors

{a) Enioluments

The aggrepate smoluments wckiding pansion Lostniubions of the | Dums
amounied to £879.000 cof which £35000 .5 v | WAL W ORI
of thew servica as Dweciors of the Compeany

The emoilumeants, exch,dng pension connbutons cﬁ the Chevman, who wes e
twohest pad Director, weve £121.660 :

The emolumenis excludmg pension contnbubons, of the Chaeman and Dweciors of
tha Company fef wilhun: the follvanyg ranges

Numbar ol Dwaclons
¢ £ 1985 1904
5001 o 10,000 5 5
20,001 lo 25,000 1 -
40,001 to 45,000 1 -
50001 to 55.000 ‘ e 2
85001 10 60.000 \ 1 2 .
60,001 to 65,000 1 1
65,001 to 70,000 1 2
70.001 to 75,000 2 -
85,001 to 100,000 — 1
100,001 to 105.000 o {
105.001 1o 110,000 1 -
120,001 to 125,000 1

(b} Transactions

(1) During 1985. Sir Raymond Lygo contintied to occuoy a laasehold houes 1n Landon
purchased by the Company and tem i3 1983 to assist hum to fulld fvs dulies ag Obtll
Exacutive. As noled m previcus accounts, tha houss is haid by the Company ang 8% g

1s entitled 10 occupy the House without paymant of aoy »ant dus 10 the Cotmisdrly
(but subjact {o the payment of the rent due to tha fresholder and other ne
ouigomgs) untif three ronths after he ceases 1o be Chied Exacutive of ihe Compeny
On the tarmnation of Sir Raymond's nght of cccupation, sither the Comprany of Sy
Raymond can requsré the houss lo ba soid end tha prsdeads of sals 10 o shimad
belween them i e proporhons in which they contritated 10 the purchase piace Wﬂé
Company nine-ten‘hs and S Raymond one-tenth)

The Comparues At requiss sccowls 10 stale the "walye of any $uch amwm
and prowide thed, if such value canno! be swpressad 48 a spscdtc sum of mobey, § &
deemed to excoed £50.000 Tha [hractors consler thet S Raymond Lygo's nght 1
occupy the properly 1y accordancs with the prowsons uf the Tuet Dead sanect be
exprassed 85 a speciic sum of money, howavar thay bokeve maammumw
thes nghit 18 much simaker than £50.000




Directors
{eontinued)

Taxation

{21 As was noted n previous acoounts unda 2 Housing Loen Schema opersted by
the Company, Mr H Matcalle and Mr | R Yelas heva bank loens mowrad i be sng
thew respective houses Mr Melcalle ¢ loan 15 sacured by & peoond motighge on e
house Mr Yales's loan 18 securad on ws house and carlmn msurance policies Sanh
loan beers interest at 5% pec annus For tha duration of sach kxen the Compaty
maintains with the bank a deposit equal lo the amount outstendeg sncer the losn
such deposit beers mtarest at 3% per annum and i avadlable 28 addbomt sadusly
for the loan Mr Metcalfe's loan 1s repayabie noi jaior Han 376l Aufust. 7500 wivd om
Yales's not laler than 18th May, 1987 Mr Matcalle and Mr Yetes have sech soroed 1o
indemnify the Compeny against any habddy it may ncur 1o the bank by redaon o S
respecive loans ‘

The amounts of principal and accrued mtarest oulstanding under thess loans W

as follows’

At 31st December, 1985 Al 131 Jonoery, 18965

Poncipel In{erest Priocapal hrtaron

- £ £ £ £
Mr Melcalfe 10,571 24 12530 26
Mr Yates 45,000 99 45,000 a2
The maximuwn amount of principal and accrued nterest cutstandng al any Wvma
during 1985 under each loan was as follows

g
Mr Meicalfe . . 12,500
Mr. Yates.. . . , 45,804

All interest which has become payable under the joans has besn paid

(3) At 31st December, 1985 there was an aggregate balence ol £158.367 outstanicing
on house purchase loans made to or arranged for four officars 1o psmisl mith Wi
relocation at the Company’s request.

1905 Y4
UK corporation tax at 41.25% . 400 -
Advance corporation tax. : (22.5) "y
Deferred taxation ‘ 5.0 e
Related compantes.. J . 1.7 T+ 1.
Overgeag taxahon current 0.3 w
prior years' adiustment {0.4) -
23.5 154
. s
The taxatiors charge for the year hag reflected the folereg
! 1985 TR
£m fm
Stock relet ” }* &
Acceferated capidal afcwances and othar timing Oifsrancas l’g g :1» :
F f [
Advance corporalion Lex utdesad;{written off)
5 454
i ki o, S .




oy

Profit
after taxation

~ 1
I .

¥
1
Dividends

I

"
k1

4 ,
el ke

Earnings
per share

Lease
compiitments

A separate profit and loss accounl deakng wilh the results of the Company only
has not been presented. Of the consolidated pealit alisr taxaton of €127 .0 miion

CARI TR 0 R1253 midhon e 170 0 has been deall with i fhe
accounts of the Company

1885 1564

2m Lm
nterim paid 5.8p ™7 S0 SV 14.5 \DE-
Final proposed 10p "0 % B3 L L o e S 25.0 164

39.5 2ry

The earnings per share is calculated by reference 1o the profit after taxation and
225,181,473 ordhinary shares 143 200 02 104 being the weighted avarags number
of ordinary shares in issue during the year. : N
The earnings per shere for 1984 has been restatad o eflect the shave issue in 1885, 3§

and subsitharies LComperty
1985 L 1986 *
R Em o 8 {m
Commuimants under fiomnos isasns faling
doe’
Iy one yagr or jass 2237 Ve 180 L)
Bretwoan ona and fve ysars 445 : 18 1
Wi fve yoars or mond ‘ 13.8 o 136 5N
Financs charges ) (13.09 . (1265 B -
87.9 §1.8 b




Compaoy

and subadiaries Lompasy
Lease :
commitments 1985 "8t 1985 1984
{continued) £m e &m km
Commitments under operaling leases faling
due;
In one year or less | , 28.2 LR 5.0 9
Between one and two years =~ 25.8 217 27 42
Between two and three years . , 25.0 TOH 2.1 26
Between three and four years & 24.4 e 1.4 20
Between four and five years . . 23.5 . - 08 10
Later years , . , : 186.3 S0 40 - 38
313.2 2G4 166 215
The majority of the operating lease commitments ghown above, together with certain
finance lease commitments, refate to cwil arcraft sold 1o lessors and lossed lmck to
the Company or its subsidiaries These commitments are broadly matched by income
due under sub-leases of the awcraft to customers which range for panods from 5 4o
12 years. The minimum future subdease rentals recslvable after 31st Dacambar,
1985 are as follows: ‘
Cornpany
and subysidisries
1885 1004
£m Em
tn one year or less... . e e e e 26,3 X0
Betweenone and twoyears . ... . . .. .. __ 284 X0
Between two and threeyears .. . . . ... . _ . . __ 284 20
Belween three and fouryears.. . . ... ... . ... . . - 253 ot B4
Between four and fiveyears . . ... . ... .. 248 187
Later yeers . ) e . c e 1974 160 7
3258 2604
~ Comparry \
‘ and subsidianag Comipany
Capital ;
. 1885 1504 1588 1984
commitments i e am -
Caprial expendiivre not providad for m
the accounts ..
Fum: ordars \ : 28.5 0T %}e B
. ar 4.4 - 1 "o
Approved Yat not ordered \ it . e
425 o 408 ™
e nmdiniey . -

41




Fixed assets
tangible assets

=

Land snd budcngs

Company and
subs:daaries

Gost or valuatlon

At 1st Janwary, 1985
Exchange adjusiment .
Reclassihcations
Adjuatment to valuation
surplus

Additions

Disposals

Al 31st December, 1985

Depreciation

At tst January, 1985 . ..
Exchange adjustment .
Charge for the year
Disposails. ..

At 31st Decembar, 1985

Net book value
At 31st December 1985

A st Denember 1984

Company

PRV

Costor valuatlon .
At 1sl Janusry, 1885
Reclassifications .. .., .
Adustment to valuation
surplus

Additions

Disposals

Al Jist Dacember, 1985

Depreciation

At sl January, 1985
Chavga for the yeer
[raposals

At 31t Decamber 1985

Nat buok valye
Al 3ist Dacamioar 16885

\ ¥ . . »
S AR £ R

m

Pl

QTS

14} £m
300.0 87 2358 710
{0 1) — 0N (4.2)
4.8 B8 08
54 —_ — —
90 0.1 394 198
(0.2) — (©.7) 6.8)
3187 8.8 2822 804
— — 100.3 35.4
— — {0.3) (2.3
9.4 0.3 355 108
- - {0.5) (4.7)
9.4 0.3 1350 302
3093 85 147.2 4%
300 0 R7 135 3 S
290.5 87 2335 50.3
4.6 — 86 0.8
5.1 0.1 303 154
{0.2) — (0.8) 3.1)
3144 88 2808 @34
- — 805 241
94 03 354 87
- ~ #5) 28
94 03 134 4 02
3050 85 1464 332
SME BT RN %o

?2

4
J
{
i
J

o

—~iar



Fixed assets
-tangible assets
{continued)

Fixed assets
~investinents

The UK land and buildings of the Company wers valuad a1
1 ,
open market baSlS, other tang:me fix Jpany at3 W D@C@ﬂlb&' 3%4 o0 an

2d assels, mchuding s ;
land and buildings, are included at sost 79 #Csequent addibons to LK

Tne tustoric cost of land and buildings 15 as follows

Company and subsxhanss Compoay
Long Bhort '

Freehold  leazshold  lezsshokd Freahokt Mm Mm

£m {m im £ TLor; B

Costm.: AU 256.8 68 32 2523 BB 28

Depreciation. ... . ... 425 1.3 1.0 425 13 0.7
Net book value

At 31st December, 1985... 2143 55 22 209.8 55 21

At 3tst Deaomiber {084 2060 B4 22 2eh 5 e 21

.

The operating subsidiaries, all of which were owned directly by ine Company, and the
principal related companies are as follows:

Issued share Proportion
capital R

Subsidiary companies ~
British Aerospace (Insurance) Limited £200,000 S 190%
Country of incorporation and operadion England. ;;,

Self insurance for certain risks of the Company

British Aeraspace (Insurance Brokers) Limited £10 100%
Country of incorporation and operation: England, :
Insurance broking service for Company and employees.

British Aerospace Australia Limited AS4,006000 0% Wi

Country of inccrporation and operation: Australia.
Manufacturer of electronic systems.

Brtish Scandinavian Aviation AU o SKr 50.600 100%
Countsy of incorporation and operalion: Sweden. Agency. o ‘

Biitish Aerospace (Holdings) Inc. ‘ US4, 700,000 SO0
Cotintry of incorporatiot and operation: Unlted States of ‘
America. Markeling and suppor! activities.

Related companies. 4 |
Société Européens de Production de 1'Avion ECAT SA FE260.000 5%
Country of mcorperation and oparation Francy

Co-ordinating the Jaguar prograrmmg

Panavia Arcraft CmbH L6263 000,003 | LK
Country of ncorporation and opsiahon Fadarl Repibhe

of Germeny Maregmg the Tornado programene




Botwh Aerospace p b

Fixed assets

—~investments
{continued)

Groupements
d’Intérét
Economique

Compaevy and subsckansd W’ Y —
Rwinted Bulpsiary Do
Invesiments  COMPANES Tolal & DOmMPardl  Ivsinit BTN
£m £m fm £m fint Prn
Cost
Al 1st January, 1985 . 86 08 94 2328 88 07
Exchange adjustment.. . (17N — (1.7} {6.6) (17} —
MNal sddilons. ... . .. 91 03 94 23 a1 B4
At 31st Decombaer, 1985 180 11 171 228.5 "9_2 1
Retained profits \
Share of pos! acqussdion R E
reserves ul g
18t January, 1985... . .. 20 20 g i)
Share of relained profits - f:
{or the Yea e s e e g9 0.9
29 29
Loans to subsidiaries ! !,N %
Al tst Januany, 1985........ B.§ ) | 1
Al 31st December, 1985 Sl st Ry
Loans from
subsidiaries
Al 1st January, 1885 and
31st December, 1985..... (186.9)
Net book value i
At 31st December, 1985 160 . 4.0 20,0 54.7 18,0 4.4
ALttt 19 B6 78 4| 57 g oY

Included in fixed assets — investments is the Company's interest in nom-rading ot
whose assels comprise loans to the Company {otalling £186.9 milion which hava baa '
agains! the cost of the Company's investment ' o

I
RN
\

At 31st December, 1985 the Company had Interests in thrae Groupemsnts dkéidi '
Economique (‘GIEs") as follows: o

Airbus, Industrie .

Euvrormeeile Dynamics Group . . B N .
Satcom indernsdional . .. AR ;. 3

A GIE 18 a1 organimation inoorpornlss woder French law with SOOI R ey

R Pas certam simianiias with a parinecsivp tonmsed undsr Enguess uiw (osa vha ly -

ﬁ on Wg: 58) The accourring pokcy relisking to A M s & o686t %, B 3 1
page



Stocks

Company

and subsidianes Cortspany
1985 TR 1985 | 19&
- £m t a ) I

Raw materials and consumables. . B7.1 SIC 6?? 52'3
W_brk nprogress. .. ... .. ... ... . 58687 tud BB7A 45} &
A_IFI‘}US work in progress and participation ..~ 195.6 £Th 1858 2ME
Finished goods and goads for resale . 718 TR 83.9 02
Payments on account to suppliers.... . . 4.8 5 4.8 58
907.6 BRO A 857.7 8312

Unamortised Saunehing: Losts ” |
fosign and devgspinent. . L. . - 69.8 164 69.8 164
JIgS BN OOIS e e e 105.6 "3 105.6 7%3
Education. ... et e s 116.4 1216 1164 yerd
Less: launch aid receivable....c......... .. (109.1) 1204 {109.1) {20 &)
182.7 95 182,7 wen
10803 10767 18504 10272

o

[

Stocks are shown net of progress payments receiverd amounting 1o £581.1 mition
(198 L85 % web oryg for the Company and its subsidiaries, and £854.8 million (1984
L8887 maulioes for.the Company only.

The balance on Airbus Industrie account is included above in accordance with the
accounting policy set out in note 1 on page 44.

Unamortised iaunching costs, which relate to civil aircratt programmes with long
production cycles, are expected to be realised over & number of yoars. In accodance
with normal practice in the aerospace industry, jios and tools are intiuded willin
stocks, 9 -

HM Government has agreed to provide up to £250 million launr h aid for Beitieh

Aerospace's contribution to the A320 project. As part of these arrangaments, Bdtisk .

Aerospace has agreed 1o make to HM Government payments sggregaling milion
over the three years 1890 to 1992 and to pay levies un A320 sales, which sre designed
to recover HM Govarnmient's launch aid together with a return thereon in acoordence
with the accounting policy set out in note 1 on pages 43 and 44, launchilig costs arg
being carried forward and will be smortised when deliverizs commance, Slocks tave
been reduced by the launch aid carried forward. The payments to Hid Govmmen

of £80 milion referred to above. will be dsducted from the launch aid carried forwied;
the levies will be deducted both from the launch aid carned forward and lrom poolis

as appropriate, when the relevant deliveties are miade

M

]
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ERer T i AT TR B W
’ 1B
Company
and subsidanes Cocwpary  F)
Debtors ' , i
1985 %4 1985 wes B
£m Lm £m L N, i
Amounts falling due within ong ye&«: ) ¥ i
Tade debtus. . .. .. 8089 e 2885 268 Ry
Amaunts owed by aubs»dnanes e —— 16.8 188 i
Amounta owed by relaled compan:ets 0.2 - 0.2 — i¥
Othor debtors. . - 40.3 s 0 378 733 3 i
Prepsymants and accrued tmwﬁe .. A8 ) ’4?9 38.8 -.-. 334
3307 4065 2885 4109 i
Amounts falling due S
after more than one year 4
Tade deblors,.... .. .o cui . e ..o 288 4805 28,8 A8 0
Other debtors ... ... . . R 25.1 11 3.4 ¢
Advance corporauon tax recoverabfe 57 - 57 ~
.f) S .
596 491 379 .1
4503 4555  426.0 . 4860

. Company o g -
and subsidiaries Company ., ~eARE

Currenti assets , — s g
~investments 1985 1984 1985 et gl
S o £m £m Em - w0

Gavernment securitias . ! 'f' i

Fixed interest. . .. .. .. . . . 1201 1033 120,1 1003 Y g*‘
Index irked .. . . 23.2 215 3 282 s , g i f

Local authonty bonds and mortgages L 12.2 M2 122 132

Other deposits . .~ .. 8705 P06 38586 w78 . ‘{g

By L,

5260  M66 5211 Caain of

Fixen mt.’::ast Go:; mment secunlies are stated at cogl — market velue £121.3 mihos ©
. Indax hnked Gavernmm: seowilinG are i,rshatw ot marke

n{hz,,s e

valug — cost z.21 G mhor a1 T el

L
s
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T TEE s W,

Leans and
overdrafts

Creditors

Loans falling due within one vear
Bank loans and overdrafts.
National Loans Fund . .

| Thie bank loans and overdraits include

£1.3 milion {1084 £1 7 mulon; secures by
charges on zcsets,

Loans falling due after one year:
National Loans Fund:
9%% loan, final instalment 1987 . _
153% ioan, final irstalment 1990, . . ...
148% sterling bank loan, final instaiment 1992
US dollar revolving bank loans {at variable
interest rates)...
O!her bank Ioans (secureo by ] flxnd chafge)

Tts above loans and overdratts are
repayelic as follows:

Y I OB OF FRET s s s armas o« v o
Helween one and two years et s s
Between two and five ¥ears.... ..o -
Later YEArs, e o e b s i+ b

Company

and subsidiancs Comysmy
1988 e 1785 1984
£m i gm Em
2.2 e 6.8 70
4.0 & 430 40
62 16 48 1o
)
0.9 X 0.9 27
7.7 ¥8, 77 9%
50.0 50 50,0 . 500
183.2 24tb 1882 Mis
23.3 4 — -
2651 X3 2418 Hez
B2 116 43 17 ]
4.6 44 3.1 3y
31t 2T 265 1B
2294  ped 2182 xRt
271.;3 3y 86 Y

In the case of loans dl’an down 1:nde: revolving credil Taciiles, the dma of repeymedt
shown above is the dale of the expiry of the facilily. ,

.

Creditors falling «*oa within one year
Advances.. . ,
Tade crediors

Amounls owed io subsichanss
Amounts owed {0 relaled COMpamS
Corporation lax

Other taxes and soual sacumy ehels
Dindand

Other Lopcktors

Acciuals and delersd insorme

Company

#d subsithanes Lompetyy
1985 1Ry 1985 1984
£rm tm £mi brm
376.4 Sy SV8% M8
§12.2 & i?ﬁ?.? M¥ "
— : 5.3 4
0.3 L 68 -
289 oo m? 4y
a3 "o 329 5
25.“ te oee ﬁgxﬂ R4
86.2 o [:7 3] o
1623 asﬁ ¥ -

1;1{3#3‘ "l"’- 1]01$‘ kR
%7
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Creditors
{eontinued:

Contingent
liabilities

Civil aireraft
financing

Companty,

ard subsidianes Gompany
1985 "} 1885 12304
Em : N Em } 1
Creditors falling due after cne year
Advances . . . 09 \‘H;. 0.8 to
Tratie sracitors . . . o . 5.0 « N : 35,0 ;i?: L)
Qther greditors ... . . NV 0.5 A 0.5 208
Accruals and deferred income . S 6.6 g1 1.8 21

43.0 it 882 f15

Advances represent deposits receivad and receivable in advance of work carned ot
and are deducted from work in progress as cosis are incurred.

Conlingent habilities of £10 million (1984 £11 million), relating to sales of civil aircrafl,
exist n respect of both guarantees and residual credit risk on supplier credit
agreements entered into under Export Credits Guaranlee Depariment arreangements.

The Company has. with other companies, given joint and several indemniliea, with
liability limited in the aggregate {o some £22 millien {1984 £21 millory, in connection
with cerfain overseas coflaborative coniracts; each parly will indemnify the other
where & liahility arises due {o its default.

As a member of Groupements d'ntérét Economique { GIEs') the Company s jointly
and severally liable with lhe other membeys 1o third pariies for the debis and
obligations of those GiEs, subject to recourse amongst the members in actosdanee
with the terms of the membership agreements, ’

In addition, contingent liabilities exist in respect of claims related to produste, slihough
in the opinion of the Board no roateriat logs is likely o be incured as a result of any

of thase claims

With the exception of progress pei-:ienis received in advance of delvery, the payment
for civil aircraft is normally on delivery of the aircraft to the customer. However, ordarg
for civil aircraft are frequently subjact lo the anangament of finence (including loase
finance) on exlended lerms, provided either by the manutacturer or by third partise
(where the terms may involve recourse to the manufacturer in certain ciroumstarices).

In addition to its own cwvit aircralt projects, British Aerospace has obligations in relslion
{o transactions enlered into by Airbus Industna,

it
At 31st December 1985 the tolal amount of customer debt, lezse comemitments and
third party recourss in respect of cvil awcralt sales, including Brish Aerogpuce’s
share of Awrbus Indusing transaclions, afler deducting provigions made and the
estimatsd reahzable value of the underfying security (genarally tha related arcrafl}.
vas £167 mion - o n 00 Thia figure ncludas iha lease ootnmmanis
*hown M note 12 and the contingent bebities shown in note 22 OF the Yolal 2o
of L1E7 mion throe tirhne cusiomers account for approxitinataly 80%
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Provisions for
lighilities and
charges

Deferred
taxation

Prosiong

s 1 anmilay Other
obligalions provisions ol
Company and subsidiaries
At 1st January, 1985.... v 128 1880 28
Exchange adjuslment - v e+ e s — 0.5 6@.5{}
Expenditure charged agamst prowsmns (1.9 (10.8) (1271 :
Provisions created. I - 93 99 -
At 31st December, 1985....umm s o oo 10.7 187.0 11>9i’? -?
Company ' J ) c
At 1st January, 1985..... ... 126 184.1 1987
Expenditure charged against provisionsS........ ... (1.9 {103 {22
Provisions created — — 22 422
At 31st December, 1985 e 16.7 B8O KQ@T
Other provisions comprise:
Company
and subsidiaries Comphny
- -tkmu Y
1985 1984 1885 ?m
%, £m £ Em oy
“Product and contract provisionS... . we..  176.8 186.4 176,3 upea
187.0 1880 1860 Wi

The components of deferred taxation caloulated at 33% ¢ 3984 359002 48 follows ‘

oo
-

Company tad &rmijb e

Fult potential - Amwik

Tabiity proviciod

1985 ] 1885 Tadd

Em i;t‘,’.’ ﬁtﬁ EM

Accelerated capital aflowances and othe: v .

timing differences ... R 5;; f;; L’ 5:?, .
Unrealised gains on fixed assels ... . . o o b 409

Advan,se corporation tax racoverable. .. .. ’_(345} e -

B2.8 LR X

The excess of agvance corporation lax recoverably Swer the peovision for celmend

taxation, £5 7 mallon, is included wiltin dshlors (note Tt
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On 29th Apd, 1985 the authonsed share capital was increased from £115,000.000 40

£150,000,001 by the creation of 70,000,000 new ordinary shares of 50p each and a ’,
spacial share of £1 The special share may only be held by HM Govermnment -‘ ;I
The issue of new shares coincided with HM Government’s sale of 48 43 per cent of ;3

\
i
3

i
4

the Company’s exisling issued ordinary share capital. '{he nel proceeds will be used
for the loriger lerm development of the Company's business.

AT

1
‘. ‘33
L;ji' '

!

}

1

1

-'l

;

lﬁ‘

!
!

i

=t

Special share  Ordinary shares  Nomwnal valua gi

of £1 of 50p by ?1

g o Ty

Authorised ; uf
Al ist January, 1985, . .. ... —_ 230,000,000 i
Creation of new shares....... ... 1 70,000,000 &

Al 31st December, 1885. . ... 1 300,000,000

Issued and fully paid
At 1st January, 1985...cw oo —_ 200,003,125

lssue of Nnew Shares. .. «. . 1 50,000,000
Exercise of oplions under

the SAYE Scheme....ccven o — 16,622
At 31st December, 1985. ... .. 1 250,019,747

Under the SAYE Share Option Scheme for emplnyees, options to purchase\brdina‘fl;g}
shares of 50p each are exercisable normally on completion of the related five yoar
savings contracts. The number of options exercised (in accordance with the Bi'ss
of the Scheme) and outstanding at 31st December, 1885, together with their exercise
prices, were as follows: .

Granted Exercise price Exercised Quistanding @
1983.. oo ..l £2.00 19.747 5,244,185 )
1984 ... .. . .. .. .. £2.08 —— 840,748
1985 . .. . . ... ... £3.80 -~ 1,086,205 " Y 3
‘ s
19,747 521068 2§
At 318t Decomber, 1985 options 1o purchase shares under the British Asrogpecs m:

Execulive Share Option Scheme were outstanding in respect of 1,025,820 ordinary

shares of 5(ip each al a subscription price of £3 85 per share exarcisabla rsttiadly
belweasn 1573 and 1995

TRl
T T el
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Share premium
account

Statutory
reserve

Other
reserves

Pension
scheme

[ PP—

At 1s: January, 1985 . e
Premium of £3 25 on 50,000,000 shares oy
Expenises of issue ' *ﬁf}
At 315t December, 1985 ‘-_;’3&_5;

N
v

The kalance of the former Government investment, foit Rary, ‘
| | ‘i » oliowing the issue on 2r A
1981 nf fullly‘ paid ordinary shares in the Company o HM vaem.mem r.mdild S:d“ﬂm '
3 of the Bntzs!? Aeros;?ace Act 1980, was designated as ‘the stalistory reserve’ In
accoidance with Section 4 of the Aet, This reserve may only be applied in paying up '

unissised shares of the Company to be zllotted to members of { mpany as i
paid nonus shares. ; TN 0l tha Compary s hd

Revaluzation Captial Proflt and

reserve reserve  loss sepopml -
£m £m fm

Company and subsidiaries ' :
Al 1ek January, 1985...om oo 976 108.3 3450
Profil for YEar .. .« oo+ s - — Bl.S
Exchange adjustment ... .. oo — - -E#.?{)
Depreciation on valuation surpius. ... . (1.2) —_ 1.2
Adjustment to valuation surpius....... .. 5.4 - -
At 31st December, 1985, v i on 101.8 108.3 4@9;@ "
Company
Al 15l January, 1985..... .« v oo e 97.6 1193 8O0
Profit foryear ... ... ot e s - B5ig
Exchange adjustment. .o wore o v . - - {8:8)
Depigciation on valuation surplus...... .. (12 — ‘ 12
Adjtistment to valuation surplus... . .. .. 54 e . e
At 3'st December, 1985 . . .. . . 101.8 1193 . w42

The British Aerospace Pension Scheme (‘the Scheme’) was inlrotuced on Bt Apdl,
1979 An actuarial valuation of the Scheme as al 8th Al 1985 showad that socmmd
fiabilises were fully funded on a discontinuance bdsis and algo on e bads of tha
sacutily target then adopted by the Board and tht- rusiea of the Babesia. Polksving
the vialuation, the Board and the trustee have approved a mgher setuaily et s,
followsng consuliations with member representatives, the Cmnpmy Tiis st &
nurniizer of improvemenls in tha banefits provided by tha Sohede. belh for sdive
members and for pensionars Notwithstanding the imphvor iacn of ihase
improvements the acluary has confirmad tha! the acoousd hebifvas wers sl ally
funchid on @ discontinuance basis and also o tha bams of e now Mghar ssouily
targel A further valuation of the Schame vall ba cavned o & ot Bth Apdl, 1688




#ive Year Summary

Profit & Luoss

Turnover

Trading profit.
Launching costs

Profit before interest. .. . . e e e

Profit before taxation end exceptional item... .

Eaceptional provision in respect of
civi} aircraft programmes. . ..

Taxation.... .. . .

Profit/(Loss) after taxation ..

Capital Employed

Fixed assets. .

Net current assets

Stocks . S e
Cradtors less debtors, .
Liquid assals less overdrafts . . .

Prowisions and Jong term creditors

Assats employad
Loans

Sharehoiders’ funds,

Other Financial Information

Capital expenditure
Depreciation

Orders raceived

1985 1984 1983 1982 oy
£m £m £m £m Pra
26477 24679 23003 20830 16618
1801 166.2 112.0 1128 85.1
618 (511  (426) 482) (503
1285 115 1 69.3 636 448
o [ — Y o]
150.5 120.2 82.3 847 086
— — — 10B0) o~
(235 (122 — {78) BO)
1270 1080 823 (123.1) 626 .
558.7 5139 302.5 79,4 3503
10063  1,076.7 963 3 7919 7087
{593.1)  (4885)  (3720)  (3556) (3098
636.1 3899 275.2 245.1 182.8
1,433.3 978.1 A71.3 8814 5795
(240.7)  (2651)  (2653)  {1848) (1282
14513 12269 998 5 896.2 763 6
{285.1)  (308.3) (2594 (22209 ©58) &
1,1862 2186 739 1 graz 1198 §
98. 763 818 Bb ., &7 §
s , h
56.2 542 485 369 28§
e . " it f
%8799 23814 70909 20889 20844 Y
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Shareholder Information

Financial calendar

o AT

Financial year end .

Sixth Annual General Meeting

1985 final divdend payable

1986 intenm results announcement

1986 ntenm dividend payable. .

1986 {ull year results® preliminary announcement

report and accounts.
1986 final dividend payable

= taok v,

313! December

13th May; 1986
3rd June, 1986

Semiainbe, 1960

Novembar, 1986

. Marcch, 18387
Apnl, 1987
June, 1987

Analvsis of ordinary shnre register a 31t December, 1985

B Drchinary shames of 50p sach
Number % of total Number *e of tolal
8y category ¢f shareholder
Indwidhual holders
Mae... .. 87,104 63.81 16 595,556 564
Female. 31,224 22.87 6,645,820 268
Joint accounts . 11,718 858 3.508.563 140
130,046 95728 26,799,965 072
Banks (including clients’ accounts) ... 2,039 150 37.853.826 16514
Nominee companies.. 2,296 1.68 24,797,558 992
Insurance companies. .. 358 0.26 44,243,355 1770
Pension funds .. . 364 0.27 102,480,224 40 88
Limited companies... 1,167 0.86 4,910,880 196
Other corporate bodles (colleges schoois
councils, ele.) . 233 017 5,689,938 227
136,503 100 00 248,775,747 8870
Trustees of Employee Share Ownership Scheme 2 - 3,244,000 1%
136,505 100.00 250,019,747 100.00
By size of holding
1-99 . 20,206 14,81 8982 562 033
100-409 , 103,193 7560 15,942,449 638
500-999 6.906 508 4,643,628 158
1,000-4.999 4,897 344 7.812218 304
5.000-9,999 366 o27 2350580 094
10,000-49,989 565 041 13,673 488 423
50.000-99,999 207 015 13873.283 550
100,000-999,999 318 023 85416300 24 18
1,000,000 and over 45 003 102,780 674 4111
136 503 300 00 248725 747 5070
Fusiees of Employas Share Ownershep Schema 2 —_ JaMoe 1%
136,505 100.00 250,019,747 100,00
1.}

e, e -
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Notice of Meeting

Tuesday 13th May, 1986 at The Royal Aeronautical Society, 4 Hamilton Place, London W1

NOTICE 1S HEREBY GIVEN that the snih Annuat General
Wsatng ol Bulish Aprospace Publie Limited Company will be
hedd at The Royal Aeronatical Society d Habul. on Flace
London W1 on Tuesday 33th May 1986 at 300 pm for the
purpose of lransaghing the lollowing business

AS routine business

!t recewe and adept the accounts of the Company for the
year ended 31st December 1985 and the reports of e
Direclors and audiors thereon,

2 > denlare a dividend.

3 ¢ re elect the Diectors who relire by rotation at this Annual
General Mecting in accordance with the Company's Articles
of Assotiation

4 1o reappont Messrs Peal. Marwick Mitchell & Co as
auwchlors of the Company

5 to asthonse the Dreclors 1o delermine the remuneration
of the auditors and

As spatial business

& o censwder and «f thought i, to pass 1w followtng
fesofution which well be proposed as a SPECIAL
RESCR.UTION

“THAY

+a) Tha Drrectors be generally authonised pursuant to and in
wrcordance with Section 80 of the Companies Act 1985 to

exercise for the penod ending on the date of the next
Annuat General Meeting or on 3151 May, 1987, whichever
15 the earler, all the powers of the Company 1o allo! and

to make offers or agreements to allol relevani securilies
v lo an aggregate nominal amount of £24,985 268
providded that equily secunities allotted or offered or agreed
lo be aliotied wholly for cash otherwise than in connection

with a nghils 1ssue shalt not exced the aggregate nominal
amount ol £7.500.000

{h1 The Dwectors be empowered o allol and to make cifers
of agreements to allo! equily secunlies purs..ant to and
dunng the penod of the said authonty as if Secton £W 1
of the saxd Act did N0t apply to any such a'lotment,

The saxf autficedy ard the said power shall allow and
enable the Drectors 1o make offers or agreements which
woukd or mught require the malung of alictmenls after the
expey Of the sad penod and

ta: For the parposes of this Resolaton

{1} ‘rhts ssue” means an oller o secunties open for
acreptanie Ix a ponod Lxed by the Diectors to holders
of wdmiey shates on the requster ¢n a hixed record date
o progortnn to the then howdings of Such shares (tut
subjesi 1o such exclusions of other arangements as the
Deecions may doem necassary of exgsedent in refation to
fractnal enitiements of leqat or prachical protitemns under
thr- Jaws of v the requrements of any reconmsed

pecgla oy Boddy (n ang Sleek cxehanage i any terdor,
aruy

Ju; WIS AN PepRPSSIONS GeDtesd i Gr ot the putpiones
gt Bart tw of the Compames At T9R5 boar the samiy
Ao

ici

=

iy cueher of the Board
B, Cookson |3 TRIPOR T VRN BPIR s R TR
Sacrety 2 rsan h 1068,

64

—oia,

Directors for re-election

it may be helptul 1o shareholders to have the oitowing wformenn
apout these members of the Board who retre at the Arnual Goneral
Meeling who. baing elgiie oiicr themeakes for re eleghnn

Mr, D, 0. Gladwin, C.B.E.

Mr Gladwin 1s Regiona: Secretary (Southern; of the Genarel Musstpgl
Bolermakers & Alied Trades Urnon and a Boasd member of 1he Post
Oltice He was appointed a parl-tme Board member of Brush
Acrospace in 1977 and a non-executive Director of the Company m
1631 He s aged 55

Mr. H. Metealfa, O.B.E.

M: Metcalfe joined the Brstol Aersplane Compary in 1951 After &
number of missile design and project responsibilities ha bacame
Dynamics Group Directorn. Naval Weapens in 1978 and, {ollouang 'two
successive appointments as a Divisior af Maraging Direclor, ho vwas
appointed Chief Executne of the Dynamucs Group and a Duscion of
the Company 1 1982 and was appoinled Daputy Chief Exacutive
{Operatons) of the Company on 1st January, 1986 Mr Matcalla & ko
a Direclor of Bntish Aerospace Australia Limited and Vice Chauman -
of Arab Brilish Dynamics Company He 1s aged 57

Mr. I, R. Yates, C.B.E.

Mr Yates jened English Flectnc in 1950 After a numbar of midery
arcraft project raspensibiilies, e became Managing Dinclor of the |
Warlon Division 1n 1978 He was appointed Director of Engneonng .4

of the Awrcraft Group and a Director of the Company in 1882 snd wai
appointed Depu', Chief Execulive (Engineenng) of the Company ea
tst January, 1986 Mr Yales s also a Direclor of Brtish Aarospace
Ing , Charrman of Panawia Arcrall Gmbik and a Brector of Sopeent
SA He s aged 56

Notes

1 Proxies
A member entilled 10 altend and vele at the teehing may appoat
ong or more proxies to ytlend and, on a poll ‘o vote inslead of him
or het A proxy need not be a member of the Zompany A form of
proxy 15 enclosed lodgement of a form of proxy will not prackce &
member from attending and voling in person at the Maelng o
tetzagrennily tha membar is adle fo aftend Subyact 1o the provison
for proxes, only regrstered shareholders bl the Lompany i owsied
1 altend ardd vole at the Mepting
2 Bocuments K, mspeci n
The lollowing wil e avadabile for spechon durnt NoHMBt ix. ek
hours at the Comoetiy § regstercd offices tradm thas date vnid i date
of tha Moot andt a1 the place of 1w Mezting trom 2 45 p iy vod
05 LONCHLSN

sy the ragpstor of Directars sdertsts w i ehare Coomm +F 5

Company
it COA0S of thae Do tors contracts of sotme



e

R e,
L gt s
ey

PLOCGUBONE OFF AT [T { L 3pir B gl 10 by Arting GROBON PTG siYs L poige JY 1 20i oty o Aoy (o0 gouy
POt aphs i e 23 by Chavies Persied FROI0Qraets on pape 2% Ly Bonrinet Fans Arrws oo e
PRI (3. DUlta Dtk Covwpr by Mg i 1ot shey o 55
Proswt by Thw B tips Prishing Grouts Ly Consatters ¥ P I ey




Foniy

Sy

y T b
i b
RN

kIS LB B 003 i ol g £i%

dfbgat 3 AT |
LT i
e

Tenth Birthday congratulations to Convorde

Concorde calabratad 10 ysars of passengor 3ervice in Janwary 1986 The niveralt is sean hive
orusing R Mach 2.




