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Results in Brief 
1985 

Turnover £m 2,648 

Exports. £m 1,628 

// ___ 

Trilding profit . 
'" "·· '"-

·;>' 
.. '- .£m 180 

Profit before taxation . ., 
•- ·-··-·--··--····-·-''""'-' "., ... £m 150 

Profit after taxation..... . ....... ....... ... . .. . . .. . .. . £m 127 

Earnings per share... .. .. ., .. . .. 

Dividends per share .......... . 

Net cash inflow .... 

Orders on hand .. ' _,-,_ 

Numbers employed-year end 

,,. ,:,··~~ i .;. ' • 

' ' ~- . " ·, ' : '" ,;. ' 

p 56.4 

15.8 

.. £m 289 

·"-' "· . ~ ·." .£m 5,138 
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Chairrnan's State1nent 

19S5 was a signi!icant year for British Aerospace in that it 
was a very successful year and also the rear in which we 
became a fully privatised company. 

In 1981 the first step of denationalisation took place and we 
were the tirst Company to ::<> 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 li 
Government share sale and a Company capital 

raising issue. Again we were the pionee~.,; and, altho\Jgh 
we had the problem of a falling share pricl! between the 
initial payment in May and the final payment in September, 

the final result was an undoubted success. As a result of the Offer 
for Sale .£179 million has been 11.dded 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% t.ook up their preferential entitlement. 

'rhe 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 wa;; 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 bet1n signed and the others are now being 
negotiated. This is a s·:gnificant achievement for the Company and 
the responsibility accepted by management to fulfil these contracts 
on time :Jnd to specification is being met with enthusiasm and total 
commitment. 

The agreement of the four European count.ries-UK, Germany, Italy 
nnd Spain-to go ahead with the development of the European 
Fighter Aircraft was another important step for taking the Company 
into the '90s and br}ond. 

Our missile sales and the developm!'nt of new products are 
encouraging and form an essential part of our strategy for t.he future. 

Total sales increased by 7% over 1984 to £2,648 million providh1g 
a profit before tax of £150 million, an increase of some 25% over 
1984. This is n very creditable performance in the face of contlnui.ng 
competitive pressures and the overall increa!.le in margins on $11llll$ is 
confirmation that measures taken in recent years to improve eflkhmcy 
and reduce coRI.ll arc beginning to ahow I hrough and will be continued. 

J•'urther changes in organiSlltion have taken place>. We have reduced 
the length of the manag\'ment rhoin hy eliminatitlst the two Group 
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structure!';. clnri(ying the position of the Managing Director (now 
designated Chief Executive) and moving the t:Oil>ornte executives 
int1> one con3olidated lwadquarters with strengthened functional 
role~. We have combined d1e aircraft divisional activities into just 
two divisions-one for military aircraft and one for civil 
aircraft-and, with effect from 1st .Tammry, lfJS6, all the Managing 
Directot-s of the divisions now report directly tn the Chief Executive. 

The results from military aircraft r~rders and deliveries have been 
excr•llent. It was particularly pleasing to gain the first export sale of 
Tornado to Oman and we are encouraged by the progress of the 
Harrier and the Hawk collaborath·c projects with McDonnell Dougla.'l 
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 
difficulties 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 fQr 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 future profits. 

Dividends 
The Board is proposing a final dividend of lOp per share, making 
a total dividend for 1985 of 15.8p. This reflects an inrrease of 15.8% 
over 1984 with the total dividend being covered 3.2 times by net 
earnings. 

Employees 
We have had a good year for industrial relation5 and I take this 
opportunity of thanking all our employNjS for their contribution to 
the l!Ucces5ful outturn fi)r 198S. It is on!~· with the co-operation 
of everyone in the Company that we can meet and beat the 
('llmpetition and thus secure the f11lUrt" for lJt,th the Company and 
thu11e who work in it. tt ill only by gett.ing orders that we can provide 
jubs, and that me11m1 satisfying the cuatom~r. 
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The latest actuarial vah1:11ion of our Pension Scheme showed it to 
bt- in a healthy position. We in British Aerospace have always 
taken a prudent approach to our funding, but we also recognise 
the interests of the contributor!\ and this year we have taken the 
opportunity to improve pension benefits for thol'le in service and 
those in retirement, >~till achie~·ing a reduction in the Company's 
contributions. 

A further offer W1ls made to employees in 1985 under the SA YE 
Share Option Scheme which was again well supported, Th~: first 
options were granted under the new Executive Share Option 
Scheme following the Annua1 General Meeting in 1985 and the 
details appear in the Directors' Report. 
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· ·A number of employees were honoured during 1985 as indicated reso 

in the Directors' Report and I was particularly pleased that plus 
Mr. B. E. Friend, our Director of Finance, was awarded a CBE, velj 
together with Mr. R. J. Parkl!ouse, the Managin~ Director of 
Army Weapons Division, &nd Mr. F. E. Roe, Managing Director Sin1 
of the Military Aircraft Division. nnd 

During the year three of our Directors retired. Mr. T. G. Kent CBE 
on 31st August after 45 years service to t.he aerospace industry and 
Mr. J. T. Stamper on 31st December, after 39 years. Both have 
played major parts in the formation of what is today British 
Aerospace and, in thanking them for their efforts, we wish them 
both a long and happy retirement. As I reported last year, 
Mr. C. J. Wells retired by rotation at the last Annual General 
Meeting. 

Future 
As mentioned earlier, there have been some significant 
achievements during 1985 which have secured a very sound base for ' 
the Company's foreseeable future, in particular the Memorandum 
of Understanding with Saudi Arabia which is now being embodied 
in firm contracts, the agMement to go ahead with the European 
Fighter Aircraft and the f.Uccessful combined Offer for Sale of the 
Company's shares. There are other important programmes from 
which the Company wili benefit in the yea.ry; tn ~orne and we have 
good reason to he optimistic for the future. 

This in no way lessens our resolve and d.-t,~J;mination to improve 
our efficiency. We have already made good progress, but we need 
to en';ure that, by adapting to change and taking the necessary 
action, we shall be competitive as a truly international company. 
The change in orgnnisation from 1st ,January, 19-86 is designed to 
produce better communication.'! and quicker deciaions and place 
greater responsibility upon our younger and up tmd coming 
management. 

'J'hrough the activitieJ> of our Man11gement Hesourcl'S CmnmittM 
we c111n now identify and develop the humnn rest>U!('l:'!l of the 
Gompany, aa hils been demonlltrnted by 1'ome of 11t1r r&'tnt 
appointments. 
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\Ve shall continue to c:ombine 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 
pro,•iding them with integrated equipment that meets their total 
needs. whether it is in the area of defence or commercial 
application. If we consider U1at there are rrlated opportunities 
to our mainstream business that are supportive of our future 
strategy. we shall take the appropriate decisions, whether it i~ 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 iu 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, polytechnics and universities to ensure 
we c<1n recruit the skills and calibre we need. 

I hav& no 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 effectiv~:ly. 

That is the challenge for this Company; it is the challenge for the 
worker 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 ilie financial 
institutions with whom we work and for Government to create 
the environment in which these challenges ~''n be met 
successfully. 

Too ort.en we read and hear criticisms of British Industry, too 
freqPI.!ntly by those who do not work in it. We in British Aerospace 
are confident we can prove those criticism~! to be ill-founded and 
that successful indu11try is essential for the prosperity and 
stability of iliis nation. 

U<-f ..... __. 
~ 

Sir Austin Pearce 

('/wirman. 2ilth Murch, 1~86 

• 
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Financial Review 
Sales 

S
ales for 1985 were £2,648 million- an increase of 7% over . · 

1984. Exports accounted for over 61% of the total, continuinJi: 
the pattern of recent years. Although Europe was again the . 

largest overseas market, it is noteworthy that the USA and v!IJ~a(l:l!' 
a larger share of exports, increasing from 23% in 1984 to 29% in 
'rhe UK MinistrY of Defence was the Company's largest customer 

tnking 36% of total sales with a wide product spread. 
Military aircraft and support service sales at £945 mlllion 
in 1985, some 36% of total turnover, were somewhat less 

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 spa~$ 

for over 2,100 civil aircraft now supported around the WGtilij~i: 
was .£650 million- an increase of 14% over 1984. 

Guided weapon sales, with Rapier a continuing prominent 
contributor but with support from other growing business lin~.s, 
.£923 million in 1985 - an increase of 17% over 1984. 
Space business increased its turnover from the low 1984 level 
million in 1985, an increase of 18%. 

Profits 
Trading profit of £186 million in 1985, before reorganisation 
£6 million, was 12% ahead of 1984 and, although there were 
pressures on prices to customers, margins have increased. 
MilitarY aircraft profits at £136 million were 19% up on 1984, 
benefitinr,: from longer production runs and improved efficiency. 
It was again a difficult year for civil aircra!'i;. In addition to strcmg 
competit.ive conditions in the airline markets, the fluctuation in. 
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sterling/US dollar exchange rate, with an overall strengthening of 
Sterling against the t:S dollar during 1985, made the achie\'Cmenl of 
profit.s in sterling more difficult on mnny cm1tracts. This resulted in a 
loss for the year of £5 million on civil airr; u.ft 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. 
Guided weapons again turned in an excellent perf·~rmance with tradin{{ 
profit increasing from £105 million in 1984 to £112 million in 1985. All 
product lines are making profit contributions, with Rapier resul.ts 
outstanding. 
At the half yenr, space business was showing a loss of £3 million which 
hns been reduced for the full year to .e2 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 before taxation has increased from £120 million in 1984 to £150 
million in 1985 -a 25% improvement. The charge for taxation is some 
16% of profits, somewhat higher than previous years as a result of the 
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. 

Assets employed 
Assets employed, excluding net liquid assets, at 31st December, 1985 
were £815 million, compared with £837 million the previous year. The 
launching costs carried forward in inventories (excluding Airbus A320 
custs which are currently met by Governmsnt launch aid) were £18:3 
million, £13 million lower than in 1984. 

Cash flow 
CIU!h inflow frc1m operations was £200 million during 1985. To this is 
added £179 million from the Offer for Sale making a total inflow of 

mi!Jion, exc~ling loans by £:171 million. This places the Company in 
a very .11trong finan•:ial position. 
The net c!Uih inflow was .C2R9 million after meeting expenditu~ m1 

fixed asaets uf S.:99 million, induding tost saving projects su~h 1111 flexible 
munufacluring system11, and £.'iii milliun on re~earch, develtJl)ment and 
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Quick view of the Company's progress over 5 years 

1/ Our results for 1985 . .. 

Sales increased by 7% 
o\'Qt 1984 to read1 
£2.648 million. tt 

300111 

£2,dlSm 

Space 

Guidod 
\\'OaJ:.l'()n& 
eJcctronir 
FYf!tCniS 

Ci"U 
aircraft 

Military 
nircnlft 

2/ How we stand financially ... 

'Ibtal assets
this is what 
tho Company 
owns ••• 

!2,74lm 

c .. h 
£6-12m 

Debtou~ 
!450m 

S~<>cks 
£i,090m 

Profits b~fore taxation topped 
a record level of £150 million 
in 1985. 

,.. Before cxceptionoJ pro\'ition of 
£!00rniiilon. 

£85rJ' 

t7lm 

'81 '82 

3/ and for the future .. 

Outstanding m·ders for our prcldt~;t:s,jj'ij 
total £5,138 million, the highest. 
reached, In addition to this amuiti.•h 
pound Memorandum ofUndcrsmndil!lt 
has been signed for Sllpplying ni~ 
and equipment to 
Saudi Arabia. 

£4.226m 

!UO!m 
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Operating Review 

0 ur l!JSii results demonstrate once a~nin the strength nf our 
total systl'ms capability in world markets with 1ts wide range 
nf produc~ts at \'arious st3ges of maturity. 

In a high technology industry such as ours, development time srales 
tend almost ine\·itably to be lengthy. typically with a long gap 
between the inception of new projeds and the hE'ginning of real 
commercial retums. h is important, th!!reforc, for us to nulintain 
a broad spread of ~apabilities and programmes l{l ride out 
periods of depression in some sectors of th~ market whil.- takmg 

advanta~;•.; ilf mort> buoyant condition::~ in otlne~s. 1< is 
also essential to ml"!:e thr> necesP.n!) lnv.estroent in 
research and devdopm<:'m t() keep us polsed to take 
advantage of relevant opportunities. 

Experience continues to demonstrate the value 
of collaborative arrangements in achieving large scale 

programmes. In addition, they make possible longer production 
mns which enable unit costs to be brought down and provide 

improved opportunities for market. penetration. 

Two significant developments in 1985 provided pnrtkularly powerful 
illustrations. First was the conclusion in August of the 
inter-govermnen!al agreement on proposals for the new European 
Fighter Aircraft, on whkh 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 partno!'rs in 
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Thet a:t I.Jo.Jn~lted anruadar m1s'S•ie (A.V~RM_. c--amed on 
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Tornado) on a common basis for the European 
Fighter Aircraft (EFA) planned to enter service 
in the mid-1990s. Shortly afterwards, Spain 
joinec!. the consortium and the proposed 
work-shares are 33% each for the UK and 
Germany, 21 <:[, for Italy and 13':0 for Spain. 

The basic organisation between the partners has 
been created and perfected in the Tornado 
programme through our very successful 
partnership with !\'lesserschmitt-Biilkow-Blohm 
and Aeritalia in Panavia Aircraft GmbH and we 
will thus be able to start way down the learning 
curve of en-operation on EFA. 

This challenging new programme will provide the 
cw;tomer nations with a fighter we~>pon system 
which will out perform all anticipated ad\•ersaries 
in air-to-air combat situations and will bring a 
formidable new capability to the air defeHce of 
Europe. Many of its advanced concepts will be 
df'monstrated in the Experimental Airrraft 
Programme (EAP), which ha~ involved th£> CK 
Governml'nt, B.ritish Aerospace, Aeritalia and 
partnl!r equipment companies in the PK. Italy 
1md Germany. Most of the IMding companie~ in 
the EK aerti~Pilte industry have joined witll 
British At.>tc,lipace to provide IHV; nf the { 1K 
funding, The I-;A!' aircraft, whkh i~ being 
pl't'pared llt Warton, is on KchNiule fur its flri<t 
fliy,ht in l\Ummer, I!JH6. 

Tornado lead:-; an export 
hrPakt hrough 

The Tornado programme-the lr.u·~:e>st and mOG:t 
advanced collaL-orlltlve venture :y~t: undertaken 
by R!lropean aerospace manufacturers--began 
m·er 15 years ago and more than iiOO ef 1he total 
initial requirement for S09 uiJ·cmit f.·,l the thrr.e 
partner nations have now DtHl1'';:;·.'.H'"' The 
proven operational success of '1 · •n'-i!OO, 

highlighted by the RAF's spectacui.'U" success in 
the US international bombing competition two 
years running, has now resulted in major export 
achievements. 

The breakthrough into the export market has 
been on a grand scale and vividly illustrates ihe 
system approach of our product programmes. The j 
first success was the cllntruct from Oman, valued j 
at over £250 million, for eight Tornado Air i 
Defence Variant aircraft armed with our Sky I 
Flash air-to-air missiles. This was followed b1 j 
the signing of a Memorandum of Understandmg ' 
between the Governments of Saudi AraLia and I 
the UK to supply the Royal Saudi Air Force with 
a total of 72 Tornados (48 of the Interdictor 
Strike version and 24. of the Air Defence Variant). : 

Also included in this Memorandum of l 
Understanding are 30 of our Hawk advanced jet ~ 
trainers and 30 Pilatus PC-9 turboprop basic 
trainers. The PC-9s will be supplied to us in basic 

1 
form by the Swiss manufacturer, Pilatus, and 
British Aerospace will equip them for delivery to 
the Royal Saudi Air Force. ! 

British Aerospace will supply all the major guided 
weapons and electronic warfare systems for all 
these aircraft. 

There are likely to be 13 different contracts, the 
largest of which have already been signed in 19S4. 
covering all aspect..~ of the package for whirh 
British Aerospace will be the prime cnntractor 
on behalf of HM Goverllmi!nl. i.e. all equipmmt. 
spares a11d support will he pmvided th!'C~Ufth 
British Af.'rospace. 

Apnrt from the excellencf.' and avallnbilitv 1rf a 
total WNlpon sy11tem pa< klll(e, a major fadm il'l 
~~eruring the!!~ massive urdcn< from &udi 
Arnlua-Britain'!l hil{g~t I"Vf.'r 8·1'1'1\'!'.floa>l"e I'XlJHfl 
StK'tl:'s~-wa!l the l!lng and tlc~ tt'JIIhnn!lhil{l 
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whkh the ~ 'K has huilt up with th~ ::::audi 
Kin~td•'m over the pa~t two drcadrs. The most 
important a~prct of this is the Rau<li Defenre 
~upport Contract, whirh has been our 
responsibility since 197:3 and has to date been 
worth nwre than £1.-1 billion. 

This brf.'akthrough in exports has stimulated 
increased intPrest in Tornado which will 
('ontrihute to the success of tht: 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 on RAF Tornado 
Interdictor Strike aircraft, already in full squadron 
service. Airborne trials have included a Tornado 
being flown with nine of these missiles. 

\\'e regard Tornado as th~ best value-for-money 
military aircraft available today. 

..$ ~---'. ;· ) t,or-' ·,- '·,J, ,"~fJ iJ; ' 'J ; "· .;,:·; ,,-. ·t·; it'~ .:t.•.t 
- ll ., .J "''.J· ,.,, ,1 ', :-,]t.~ 

Our commitment to thr- prinl'iple of 
multi-national collaboration on hi'"· ~l'chnolng;,• 
programmes \'ita\ to the defenc!' o: t-:urope is also 
e\'ident in our misHile systems act ivitieR. 

Our experiE-nce of collaboration with EuropPan 
companies in this field goes bark many years and 
we are today involved ';~ numerous important 
programmes of design, development and 
manufacture. As a member of the Euromissile 
Dynamics Group we have taken, and arc 
continuing to take, a lellding role in the 
development of a third generation family of 
anti-tank missile systems. Trigat. Therr 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 fm the long range vehicle mounted 
missile system. In due course, the Trigat missile 
will supersede our own second genHation, long 
range anti-tank weapon, Swirtgfirc, whkh we 
continued to manufacture throughout 1985. 
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British A~rospnce has a lt>ading role in the 
de\·elopment of a new NATO family of air-tu-o.ir 
miss.ile systems. In partnership with 
Bodenseewerk Geriltetechnik 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 (AMRAAMl is 
being developed in the USA and we have led a 
study into the feasibility of manufacturing this 
m'issile in Europe. 

Further Eurovean missile commitments include 
o. -,hare h the joint manufacture of the US 
AIM-9L Siciewinder air-to-air missile. 

British Aerospace has been chosen to lend a seven 
nation consortium in a 15 month competitive 
f.easibility 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 tl>~ other, as a 
member of a wholly British con3ol~ium, for an 
airborne anti-tank system. 

Rapier order intake exceeds 
£2.8 billion 
Our leadership and credibility as a partner in 
major rnult\-national programmes has been 
founded on the many successful missile 
programmes undertaken by British Aerospace in 

its own right. Unqm•stionnhly th<' mo5t 
outstnnding is the Rapier lnw ll'V<•i air dt"fence 
system. With orders worth o\'er £450 million 
received in 1985, bringing their total value to 
over £2.8 billhm, Rapier is one of the most 
successf.i.tl 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 Govemment for 
Towed Rapier air-defence systems to protect 
US Air Force bases in Turkey. These units vtill be 
operated by Turkish personnel, in the same way 
that Towed Rapier units purchased by the USA 
for the defence of its air bases in t.he UK are 
manned by the RAF. 

Following the US Government's abnndonmen• .,f 
its Divad low level air-defen~;:e we.apon pmgramme, 
Tracked RapirJr has become an actlv·e 
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. Developmtents 
continue to meet the constantly changing threat 
in attack. In the short term these incluci\e a 
combined visual/ thermal-imaging sight to enable 
Tracked Rapier also to engage attacking uircrnft 
by night. This sight will be fitted to Trac]md 
Rapier units already in service \'.ith the British 
Army. 

Development of the Rapict• J .. ase.rfir~· 11)'1&U:-m, 
a low cost, fully nutomntk, local area air-defence 
weapon, is also continuir,g as a company funded 
venture. Longer term dw~lopments are r~lso being 
explored with the UK ll·finistr.y of Defence to 
ensure that Rapier co.mtinue~~ to be a v~ble 
challengPr in world markets well into the next 
C!"lllllry. 

'I'he Merlin terminnlly-~ided, anU-armnur 
mortar bomb i~ l"untinuing itll d!'vt·1~>pmt'nt with 
the first JtUi-c~td ttllt firing!\ ~·ht'CIU:l!'d for t>nrly 
1987. 

'We are eumlning putC'ntial rnow antlaittrafl 
we•t'lon !IYMI'tnllllnd wnrk un ti.C' f.•rnJt"('t 
definitiMr uf thl' ThunderboH. mlln·tJil't!AhJ!'. 

l'i 

I 



h11;h wl.vity mb.•;ile t•nntilll:(•tt durin~ 19Kii and 
b tint• h1r emnplt•tiun in !!!Stt 

Tlw t'\Hll" 111 rt'l'l'nl ~ t•ar,. lul\'l' tl~ru,,t•d 
;ltH•ntllln wnrldwH!t• on tlw importatwP of mi~'IIP 
'Y'lt~nb in ,.,.a \\Urian· anti WL' ha\'t' •·•mt inut'tl tn 
dt•wtup our r.HI~l· ol "hip \Wapons. 

Firin~~ ol' Yt'rtical Launch St:>awolf anti· 
lll n n1tt mi,sill• mu.~ilt·~ from t lw "IH't'ially 
tnll'd•rtNl ~ea-going tnals hargP, "Longbow", 

lll'):an in Hli\ii and will <·ontimw throu:~lwut Hlkli. 
A mntrat•t was also n•rl•in·d tn prllvid<• >1 l<iW rn~ot, 
~>implP tn in, tall l<nir barn• I launelwr j; 1r 
lightwei!(ht wminns of tlw Heawolf snitHlefen!'ll' 
'-Y'IPm tn lw fit l!·d to S1•acat l•quippNI 'hips nr 
""a "tand-alom• ~:v~t~m. 

A lll'W ~taJ,:l' in tlw long1•r lt•rm dt•wlnpment of 
SPaw.,lf-tlw GWH27 sv,.tt·m-lw;.:an in 1!1.'1~ •• 
Thi~ is d1•sigm•d tn nw<·t I lw JWl'd lor an 
air·dPft•nt'l' sy,tPm In l'OIIIlH'r tlw thrl'al (HN'd bY 
IH'II' !(l'IH'ratinns nf anti-ship mi,._ilt•s from thl• . 
y1•ar :!Oilllnnw.mk 



llp•;pill• tlw undoubtt•d stll'tt•ss of SNtwnlf. llllVJes 

Jll'rn•iw a m•t•d lltr !(Uns to providt• ships with a 
multiple dell.>m·!• against air nttat·k and so we hnn 
hl'gun work on the dt•sign of a rours!' eorrN·tin~ 
hhell to improve tlw t'ffet·tiv!'ness of sh:p mnuntt•d 
~ms against anti-ship misRiles. 

At the same time, we are vigorously den•lopmg 
and markt>t ing our nwn anti-ship miss ill's. The 
combat-proven helicopter-launched Sen Skun, 
already in ~er\•ire with the Hoyal Nav~·. has now 
been selected for the naval lltrCl'S of threl' othPr 
nations. Sen Engle, the air-launched, long rangl', 
sea skimming, anti-ship missile, is entering 
ser\·ice with the RAF and Roval Navv and is also 
to be supplied to the Indian Navy an;l other 
overseas customers. A surface launched Vt:>rsion 
is under discussion. 

Hawk and Harrier progn:;..;:-; 
We are developing, with McDonnl'll Douglas, the 
T,t5A version of our successful Hawk trainer. 
now officially named "Goshawk" by the l;S ' ~vy 
which requires aoo of these aircraft for its 
advanced jet training programme. 

Orders and commitments for 1 he Hliwk, including 
the US Navy requirement, now total more than 
600 aircraft and overseas intet<'st in this versatile 
aircraft has been stimulatr>d by the Saudi Arabian 
order mentioned earlier. The Swiss Government 
has named Hawk ag one of the two aircraft 
selected for detailed evaluation for their new jet 
trainer requirement, two other rh·al l)1JeS having 
been eliminated. Intensive testing of Hawk will 
be carried out in Switzerland during 1986. 

Considerable interegt is also being shown in wnrld 
markets, particularly by existing Hawk 
customers, in Hnwlt 200, the privately funded 
single-seat fighter version. Th\~ is on sehl'dul<' ihr 
its maiden flight this hummH. 

Twelvr 11: llw fnur!PPn f;p~ H !1 rri r•:.-,: uri!Pr•>d hy 
the Hoyal Navy in 19fl!:! were delivewd during the 
war and work is progn·s~ing on till' folhw·un 
~·on tract for an additiunalnirH' airaalt. WI.' also 
:.tuiit'<l u l'nntra"t lor till' pruJN'l dt•fmit.J .. n phno,p 
of" mid-lifr• updalt• of tlw t•xistlllj! Ht•ynl ~~~~\ St'll 
H<trri<"rs. Thb \\Ill tak<•mh anlage of rww m lilllll'~ 
and \\'eapon~ t!'dmulug\' 

llunng till· \('at, till' lml\;m nnn•rnnlt'll! 
tnntrat·lt•tl t" pun·hast• a ~t·• •·nd La!t h •·l S!'.l 
Harrn·r~ 



The mn~t important ,,four l'Urrt>nt Harrier 
"'r"gr,unml's, hnl\l'l't>r, isJnint production with 
~:.·Domwa llnu!llno nftlw adl'anc-ed Harrier II. 
This pru1·idl'' fm t ht:' supply of :t!R aircraft, 
dt-~i!'natt>d tht• A VSB. tt> the FS :\Iarine Cmps 
and f>:! tu tlw RAF und~r the designation G H5. The 
maidPn flight of the HarriN (; w; took place in 
April. l\11'.i. 

Tlw Harrier ll and Hawk T-li\A are the largPRt 
Anglo·~·:-; ,.,,l!ahnra! iw aerospace programme~ yet 
undertakt•n. 

Of our otlwr military aircraft programmes. the 
:'\'imrod :\IR :\lk 2 conl'ersinn programme for 
thi' RAFwas completed on time in 1985 and we are 
completing our part of the Nimrod AEW 
!airborne eurly warningl programme to the 
sat bfaction of the f{AF. 

The ord<>r for 1R Jaguar International aircraft 
fur the :\'i,::r•rian Air Force. placed in 198·1. was 
also rompleted during the year. Licensed 
production oLJaf.,'llar is continuing in India. 

I .. 

.... :.. ...... , ,· .. 
.... )< •• • ... :·~·-

T4~4 .ns•;;.m of the Hwol• irt:1ng Clf!'i,'f!ft}tyCd 

t;x tty• l 1~~ \J~ ~ 

Contracts were also received for upci.lt;ng and 
improving RAF Buccaneer and Phantom 
aircraft and for further inspection and tt:'st work 
on F-111 fighter bombers of the US Air F<.rl<:, 
bringing the order intake for the lattf',r actil'ity to 
nearly i:100 million. 



rlw mt"\ important of our ,·urrent Harrier 
pro~rammes. huWP\ er. i~ joint production .with 
:\ld lmmell Douglas of tlw advanced Harner II. 
This prnvidt•s for tlw supply of :l2ll nir<·raft. 
designatl'd the A \'SB, to the l'S :\Iarine Corps 
and f>:! to tlw HAF under the designation GR5. The 
maidt•n !light of 1 !H' Harrier (iH5 took place in 
April. Hll'ii. 

Tht' Harrier II nne! Hawk T -15A are the largest 
Anglo· l 'S cnllaborath·e aerospace programmes yet 
undl'rtaken. 

Of our other military aircraft programmes, the 
:\'imrod l\IR l\Ik 2 conversion programme for 
the HAF was t•ompleted on time in 1985 and we are 
complt'ting our part of the Nimrod AEW 
!airborne early warning) programme to the 
sat is fact ion oft he HAF. 

The order for HI Jaguar International aircraft 
for the Nigerian Air Force, placed m1984. was 
also completed during the ~·ear. Licensed 
production of ,Jaguar is continuing in India. 

• ... 

T45A \erston of the Ha:~A hcmg dfl~'ek't-'lf!d 
lor the US N.111 

Contracts were also received for updating nne: 
improving RAF Buccaneer and Phantom 
aircraft and for further inspection and test work 
on F -111 fighter b()mbers oft he llB Air Force, 
bringing the order intake for the latter <ll'th·ity to 
nearly £100 million . 
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follow, lending to a lonf~ term assoriution through 
to the tmn of the century. 

Orders for BAe 146 
During Hl85 orders for 27 aircraft were received for 
the BA£• 14 6, the world's quietest jetliner, which 
lll'hieved for the Company a 1985 Queen's Award 
for Technology. By the end of 1985, total firm 
orders for the aircraft ha.l reat:hed 65 plus 24 
options. 

.l· is a dea• ·:ote of confidem.e in a product when 
nn existing customer comes back to order more. It 
was tht:refore particularly satisfying when the 
biggest 8A1• 146 operator-Pacific Southwest 
Airlines (PSA) of California-exercised an option 
tt• buy iour more Series 200 aircraft to add to its 
original20 10trong fleet. This followed a successful 
year's operation when the low airp~rt noise levels 
characteristic of the BAe 146 n!ade it posFible for 
PSA to operate without the restrictions imposed 
on uthf.>r aircraft. so inrreasing the frequency of 
UJ>ef!ltion on important routes. A~ a direct result 
uf this cmnpelitive advantage on the crowded 
Californian ruutes.:m order for six RAe 146-200s 
was rrceived from AirC'al shortly hl'fore the close 
of the year. 

A new market opf.'ned up wh1•n. in r,1ay, 19ti5, 
('hlnn placed a t•ontrarl for t1•n Heries IOO air('raft 
with deli'ieries •·mnmem•mg during l!lHit Chinn is 
already Hharin~ in BA1• l·Hi r"mpnnent 
manufat·lure and WI' fon•s!'(' thf' t•onlirmntion of 
British Aem~JiiU'I' in<;o(w~ment in ('hina whkh 
,.,ta~tt·d with th•~ Trident airhrwr. 

Pmgress (;Ohtimle!', uy atlding a freighter versiunof 
the BAe I 4\1-ZOU TO the family and work is wei! 
advanced on the first prototype. Study t•ontinu!Ji 
on a BAe 146 .;!QQ. 

Record year for ,Jetstream :n 
The Jetstream 31 is a light turboprop, designe.§ 
to meet the requirements of commuter and 
business travellers seeking a high level of cornf.orli 
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 a 
record year. The aircraft gained for the Comp1aey 
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 or 
45 aircraft configured in the 18/19 seai e<nnmut11r 
layout were ordered in 1985 by three airline' 
operators, Republic Express, CCAIR and 
American Eagle; these included sizeable repeat 
orders, twCJ of them within a yE'ar of thf!' otigiwtl 
contracts. Jetstream :n operators in the t'SA have 
formed feederline relationships with major trunlc 
carriers and fly passengers, on a high frequm~Y 
baRis. into the majors' hubs for dired connecf.Kid 
with bigger jet aircraft for onward dc•stinntiooiJII. 

Important c·ontracts were also rec1•ived in I!IEifi 
from the Netherlands and Australia. rai~i~ J.b(o 
total number uf ,JI.'tstrNtm :11 opNators ((I 
l!l worldwid1•. Pro&IJ!'tls fi1r furl her aJvant 1.'11111 
tlw market are exc·c•llent 





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"c 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 
year. What was especially creditable about this 
performance was .bat 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. 

Partners in Airbus ::;uccess 
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 
aircraft worth some $4 billion (as against 35 in f' 
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 llilS : 
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 ~nd of the year, firm orders for Airbus 
j~>tliners had rearhrd 482 aircraft from mnre t.hu 
50 operatms worldwide, eloquent proof that tbe 
European industry cun offer a vialJle challenge 
to US domination ,nf the large airliner market. 

Airbus Industrie and its partner compaml'!l art' 
now engaged in dillcussions of pn!l!lible additMifiS 
to the family. The airtraft propo9ed indude tbt< 
A!l!lO, a :no seat rnedium to long range 
wide-lJ.Jdied aircraft with twin engin('!l and lbe
A!l4.11, 11 :!fill st•at w•ry long raug!' veHiiun with r.
t•ngmes. Both air1:ralt will shur!' t•otnmnnalil.! Cll 
d<'sign in the• tiJsc·'lngt' and wing. 'It 1~ Jlf'IIP'~ 
that tlw nt·w airemft willl•ntt-r ~1'\J!"!' intb!o-' 
WHos. 
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There are no areas of Briti~h Aerospace activity 
in which multi-national collaboration is so vital 
as in space technology. It is a mark fJf our 
technological and management capability that we 
have been rhosen to lead international consortia 
nn many of Europe'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; receivec orders for four new 
communications satellites. The International 
Maritime Satellite Organisation signed contracts 
for three Inmarsat-2 ;tecond generation 
::.atellites to relay tclecommunicatiuns traffic 
between shore stations and ships at S!'a. In 
addition, the UK Mmistry r,f Defence confirmed 
its requirement lh a third Skynet 4 military 
communications .;atellite designed and bmlt 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 'relescope, 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 hav~ proposed: Hotol 
and the Space Platform. Hotol is a reusable 
spaceplane, capable of taking off horizontally from, 
and returning to. a conventional runway. It will 
be able to launch satellite.~ into low-earth orbit. 
The Space Platform is one of four major projects 
forming the European Columbus progrumme. It 
is an unmanned, free flying ·;ehicle desi~:ned to 
operate in conjunction with the CS Mannl'd 
!:ipac(• Station which is scheduled to enter ;wrvin• 
in the late 1990s. 

Today's developments wiii provid(• a sound ha~!· 
ft1r future profitahle busine~s. 
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Lt>ndN:-; in pret'ision ~yrm:, 
Cmnplementing om major aircraft, missile and 
!'pat!' programmes ig a wide range of activities in 
different fields of advanced electronics and high 
technolot.\Y systems. some directly related to 
aerospace products and others applying our 
technulogical t•apabilities to other markets. 

Briti~h Aerospace is a recognised European leader 
in tlw desi!(n and manufartur«:> of precision 
gyms!·opes and f.,')'ro-hased instruments. Our 
dominant position in this sector of the UK 
indu~try was confirm~d in HHlii by the conclusion 
of agr~ements to dt·velop laser gyro navigation 
~y~tem" for high speed, highly manoeuvrable 
mihtary ain•rnft and for the Anglo-Italian gH 101 
h!•lkoptt•r-the first helicopter in the world to 
han• 'ud1 a ;,y~tt•m a~ standard equipment. 

Wf.' an• al-,u workin~-t with T!'ldix of <:l'rmanv to 
lmlli•r l<N'r gyro inertial navigation ~ystem · 
lm-.nw'" an•in!( from major Eurorwan projet·ts 
~<Ut'h a' tlw EuroJwan Fightt•r Airnaft and we 
an· 1 flll!IJI!Illl1-! n•-.<·ardl into tlw relatNI produ<"L 
fl1•fd ~>1 fi}m• IIJ>lk j!VT!6. 

S!·~t·r,tl 'mu·~.,~·~ \H'TI' <KhiPHil with 11nr 
t·:ttPil,l'.t• r<~ll/.:t' 111 nwrhauwal g\ r<N'OJlt'oi. A 
mpH! ~tar! gH" \\it~ dt"'''n l11r tlw I 'S :-.:a\v\ 
:...kti•P''r !I llih'•IIP, "m :\licroflex gyro w1 a~ 
... ,.j,, !f•tl !nr ! lw .\I l.HS Ill 1.\h:ll iplt• Lautu h 
H•1t kl'! S\ •!t 1111 a..tt till I~. \W,tJIIIIi t·\alna!i1111 

programme and a contrad was received for 
development of the strapdown inertial measutinl( 
unit for the Vertical Launch Seawolf missile. 

British Aerospace's f..')'ro expertise has also been 
further developed in the fields of stabilised 
surveillance equipment and sighting sy&tems. 

Other high technology products 
The extent of our technological capabilities and 
experience is evident in the \'ery wide diversity of 
other products which we have developed and are 
manufacturing and market:ng. 

For instance, in Hl!lii a Vl'r\' successful series of 
flight trials was completed 'with an ad\·anced nir 
navigation system, Terprom ('l'!'rrain Profill• 
Matching). These were carrird out with F·lf-"' in 
the llHA and with Tornados in the 1'1<. 

Flight trials were also hl'f.."l.lll lhr an atham'l'd 
airborne inl'ra-wd n•c·onnaissam·p ;,v;.tem n'<luired 
by the HAF for its Tornado uirnalt. This ~J'ltlll 
embodies a sideways looking infra·red ;,rrN•r and 
a miniatun• high r!'soluti11n Linf.'scart 4000 
~urveillanC'e :,ystem. Wt• haw· ~-:rant('(! Hi.l~;hf•..; 
Airl'raft 11 lit·t•ll£'(' for l '~; manuf'al'tml' ulnur 
Lim•M·an :moo awl ·lflllll ":V~t"m". 

In [IHSol'iation wJth Hamilton ~tantlard '<H' art· 
pnuhH·in!: tlw rww !!'l'hnolo;.:v. low mn~h . 
~•x hlatl!'tllti!(h (•lfid!•rwv Jltopt•lh·r" and um!r•·l 
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Sn t>IJ!t1ed advanced tech 10/o.>gy propeller developed lor the ATP 
a1rlmcr 

Another area of activity is the production of 
"hardened" computers dedicated to specific 
military tasks. For e1cample, we are supplying the 
Swiss Army with BC81 computers for their Fargo 
field artillery fire comtrol 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 to supply 
GSAB/GPEOD gu111fire control systems for the 
Royal Navy's Type :~2 and 23 frigates. This new 
digital system is bei111g offered to other navies as 
the Sea Archer 301 system. 

Amongst our other l'laval systems under 
development is a new high performance Active 
Towed Array Sonar (ATA8), 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-launched depth 
charges. 

We have Recured a contract to produce shipborne 
m!'!lsage handling !.ystems for the Royal Navy. 

H(~~warth. d!'V(•lopnH.>nt and 
tnmmfaduri::lg; tt>dnwlogy 
In urder to en~ure th!• future worldwidt> Htll'CefiH 
nf British Aewspfl.{'e produ<·ts at sea, on land, in 
tae air and in spn,~e. the Company i'l <'tm!inuing 

a substantial investment in resl'arch, 
development and manufat:turing techuulogy and 
the wide range ',,,scientific and engineering skills 
involved. 

During 1985, new advanced enr,ineering, acoustic, 
environmental and missile combat simulation 
facilities have been commissioned nnd many 
existing facilities have been updated. Computer 
integrated systems continue to be develope-d, 
further enhancing operational links between 
engine·ering, finance and marketing for increased 
effectiveness. 

Recent manufacturing developments indude the 
start of work on the Airbus A320 wing assembly 
centre and the availability of a laser gyro 
production unit. Advanced manufacturing 
technology continues to be developed and further 
automated rr,anufacturing 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 P.luminium-lithium alloys and advanced 
composites and have also extended the range of 
production applications for superplastic forming 
and! diffusion bondmg. 

Whilst a high proportion of the British Aemspace 
res(!arch and development effort concerns 
advanced aircraft, missiles and a variety of 
military equipment, there is a spin·off into 1~~ 
spec:tacular but nevt!rtheles..o:; important 
technologies. Por example, we have develnped an 
excellent cargo examination !lystem to help 
pre\'il'nt the entry of contraband materialnnd tu 
assist in the fight againFt tem>riflm. We areal!«> 
becoming mcreasingly hwolved in wind energy 
progmmmes. 

British Aerospace continues to pUI'1\Ue 
rullalx>rative research, develupment and 
mnnufl!cluring te>rhnology agrt'l'ments 'II ith firms 
worldwid!'. 

As we fae!' tlw chall~nging pru~JK•ds filr thl' :.!l'lt 
t('ntury, WI' tan bl' <"t';nf!dent that mJr Jlt~"'!j'llf 
prugra~ml'il and uur ~~·arth ll•r lhl' Iutur!' ¥.111 
keC'p Briti~h Al"rt~jwa• itt thl' ft•rc·frunt uf tilt< 
world'!! high tt'<·hnnlugy llllltk!'t~, nn;J "'~"II plat'l•d 
tu <·ontinuC' uur ~\11'('1"1~, 
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l\1ajor Products & Programm.es 
('iyiJ aircraft 
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llae•748•Seclas 
'rwi~>turj)Qprop trnn•po<t.llUting 44·5()p111Jsong;os;s, . . .· .. · 
Latett.S"per 748 venian ofl'e!'ll.!owernoiu. lcvets!n(14itiitl!i:f'V"'d 
~Mngeco.no!lli~ Orclcl'tl to end 19115 totol386,aitcran: fbt' 
S!loporatcn-5ln S'tcountrloa. .. · · · 

Jctt.Hreem:ll 
'lWf;J:,•barboprop light liraMpOrt awdlablo 1141-Gil.ll m~t 
CO)IIftAtlterl, 1.2 -t -~hubutr4•or S·ll(h~~~t OOt:JlOI'ate 
11Wil:tt. Alilmo•M• llwi!JU'.Io frt imll'l'lllll d'-moto3r p-l'!lled 
Ml.im with I'!Ud·~ hMdnm. 'Ill f.~ tee& 117 ~~:·i'nmdl 
cd.t:rod by 19 open~ toni Ill l.'SI\.,UK, l!iurope awl Auat.ral1a. 

Mej(>1' stt_p'port pro~mnm&& 
OonCQlldlt st~p6t:&On'i4 aiY:Unw 

B~C t1n~!-lmll¥en jet a1rl.hlet" 
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Gmded weapons 

~~------------~-::> ~ ~ . 
"<--u ' ' ~. - ~ .... ~ 
~~Jl!A~f . 
A<iN>lnco~•h~A>tA!t4it, .111:1-tll'(l.ir (j'l l1$ile o.,pa\fl~·of' . 
1/~ldiirg•til:t:gll{sdhn:n tt;lf-dtTOOtioJJ. Biilng:d'evfJIQPed 
}iltn~lywJiiliTJM~U:G:ctf~llil!'kibt•N'lmil. 

Army weapon systems 

Rapier 
Ground-launched,lovr level, anti-aircraft we.a.pon , 
system deployed all over the world. Two.vnn.i_orus in .-
service, Thwed Rapier and Tracked Rap1er, Wlbh dny 1111\\d' • 
night, all weath;;:r capability. Some 20,000 misslles 
delivered. 

Swingfire 
Lor.:g range, ground-launched, anti·tank weapon 
capable of being fired from variety ofplal!"orml!, 
includi11g tracked Striker vehicle. More tll01. 45,000 
missile~ produced. In service with British, lle11g·isnall!i!i 
Egyptian Armies. 

:Milan 
Man-portable, anti-tank missile baingbulltforBritt~h 
Army under licence from Euromissile. With command 
to Jine-of-~ight lfCidancc, cnn penetrate ndvanoad . 
armour plating. 

Major development programmes 

Trig at 
Third generation, anti-tank missile systems, being 
developed under EMDG programme. Three systellUJ 
short/medium range ground-launched, long range \ 
vehicle-launched and long range air-launched. · 

Rapier Lnserfire 
Low cost, fully automatic, Jocalaroa, ..nti·abcraft 
weapon system. 

Merlin 
ThrminnJly.guidcd, Oro-and·fargc!.. 
Slmm, nnLi-nnnour mortar bomb 
being devoloperl for i~fnntey. 

Tbundorboll 
I.ow cott,rnau••.wtabla, close n.ngc, an.U-11irlmli\ 
misi I e. 

• 
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Infra-red equipment 
Includes missile infra-red 
guidance systems, fuze.~ 
and airborne surveillance 
equipment such as 
Linesenn. 

Cargo IIXIlminatlon system 
Anti-smuggling ay.stem to enable containers, 
l<thiG!ea and airfreight to be oxnmtn("<i for 
oontnband by use ofX·1'1\Y11Dnd gaa 
~phieannlyaill without 
iltlagunloaded~ 

Defence, electronic and other tt•rhnologkal l>~·gtt•m>; 

Mines and mine countermeasures 
Naval ground mines, ex~rc1se mines, ncou.stic mme t.W.-E>ping syst~ms, 
computcr·based mine clearance, tactic:ll pbnning.acouatic rang~>Sand 
associated equipment. 

Versatile Exercise Mine System (VEMSl 
Provides realistic training and 
evaluation of mine wnrfue 

Weapon C<-iltrol systems 
Naval int~rceptor $urveillance and weapol\ control systems, Sna 
Archer andSnpJ>Inre gunfire control systen \Sand shipborne micsile 
launch compntcrs for coastguard and offshore patrol vessels, logistics 
craft and fa$t patrol boats. Artillery fire control computers. 

W<>n'pon systems components 
Aerodynamic and thrust ~ector control actuators, navigation and 
power supply systems for missiles and torpedoes. 

Ship borne Containcrised Air 
Defence Systems (SCADS) 
Concept fonapid conversion of 
merchant sltips for defence 
applications. 

Precision products, naval and aile raft. navigation nysooms 
Gyroscopes, gyro-based systems and high-precisiol'l electro-mechanical 
instruments. Ships' Inertial Navigoti:m Systems I SINS). Vertical 
references. Aircraft la5er-bused inertial navigation systelltd, S)'I'O 

compasses and attitude indicators. Flight data re.:ordera. Stabilised 
sights. Ele<;tro-optical systems. 

Communication systems 
Electronic warfare equipment, me,.nge switching systcml! nne! disc 
memories. Vehicle, satellite and aircrnn antennae. 

Microwave equipment 
Components including nircrnn, shtp n:nd m~ll& 
rndom~s, antennae and Luneborg ~~~ 'Ji.ochbology 
covers conventional and\ hYbrid c:<~m)l(•a•tel!. ceramiC>.\ 
infrn·red trnnsparencioll and engineering th&rmt> 
plustiCl'. 

Air conditioning systems 
A1r conditioning ayatems and "qu1pment for velticlM and atrcrlll\ 

{/ 

Ad\-anced p>~opcllol'!l 
!..11rg~ propt'll#l"' de•ml*d and prcdllt'C!<I for atrmol\, 
h<rt~rcmn. 11nd w1nd tnl'I'IO apphc•bont. tndullnlf( IM 
new six bla~t>d prt>pelll"r r ... r l'Jnh&h k~i!·~ 
!ldvanct>d Turh<!pn>p 1 A1'P• t11rluwr 
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B. Cooksot~.• 
Secretary and 
Legal Advi$er 

J.D. Hanson 
Trt!asure_r 

A. Smith 
Company Comptroller 

Briti~h Aemspnce l'ublir: Limite<i ('()mpany 

Board of Directors 
Sir Austin Pearce, C.B.Rt 

Clum :->an • I Cl , d "h, .,.., A Director since 1977, Chairman since 1980, I•ormer Y l&lrman an ,, 'lef Wl'-~e .c 
F..,., l'•troleum Company. A Director of l'Mrl Assurance, JoKU•r Cora 011d a Viet 
Chairman of'fhe !loyal Bank of Scotland. l'ro·Chonccllor of the t'niv~l"iily of Sun:ey. 

Sir Raymond Lygo, K.C.B. 
Chief Executive •. . . . .. 
A Director sinre 1980. Formerly\ 1ce Cmcf of Na,•al Staff. Jmne<l Bnt .. -b Aoraop.~~ .. iA 
1978, became Chief Executive of the Dynamic• Group in 1900, Monagin11 Direclt>r of~~ 
Company in 1983 and Chief Executive in 191!5. 

K. M. Bevins, c.B.E., T.D.• 

Non-executitle Director 
A Director since 1980. HM Government oppoiuted Director since 1981, A Dircctnr alld 
former Chief Genettll Manager of Royal Insurance Company. 

Sir Kenneth Durhamt 
Non-executive Director 
A Direct('lt since 1980. Chairman of Unilever, a Dirct'.tor or Delta Group, \Voolwurth 
Holdings nne Morgan Grenfell Holding• ana a Governor of the London B~•i11 ... Sch<»L 

B. E. Friend, C.B.E.* 
Director of Finance 
A Dircrtor since 1~77. Formerly Chairman and Mnnnging Diroctor of I~ Clu•ml01ILIK. 
A Director of The Iron 'frades Employers Insurance Asoorintion nnd Jron 'l'r,odt~a Mutllll:l 
Insurance Company. 

D. 0. Gladwin, C.B.E.t 
Non-executive Director 
A Pirector since 19'17. Regional Secretary (Southern! <>f the Goncral Municipal 
Boilermakers & AUicd Trades tin ion and a Boar<\ mcmb<r of tho Post Offioc. 

J. L. Glasscock 
Commercial Dirertor 
A Director since 1982 .• Jo~ned British Aerospace .in 195::1, bcCilmc: General Manager of 
Hnwher Siddeley Aviation. Appointed Deputy Chief Executive of th~ Aircran Owut> 
in 1982 and .Commercial Director of the Company on lst January, lOSt!. 

Peat, Marwick, Mitchell & Co. H. A. Hitchcock, D.P.C.• 
Auditor:< Non-executive Director 

Hoare Govett LimiteQ 
Broker~ 

&,ul•r<:<l O{fu:t 
100 Pail Mall. l..,ndon SWI Y 5HR 

Rttlllf<ll' 
~Bank PLC.Ikgi.otrar's Doportment, 
C.orint·by-S., W~rtbing, 
W~ s-,., BNZ ~DA 

!'J.I. 

A Director smce 1980. Fonncrly a Director and Deputy Chief Execu.Uve (lnternllllonal 
Busin ... ) of National w .. tminster Bank. A memb<r of the London .B<ulrd of the U.11k of 
Ne-w Z...lnnd. lnvoh•ed in intcrnation~l •hipping buain .... 

H. Metcalfe, o.B.E. 
Deputy Chief Executive (Optratioru) 
ADirector since 1982. Joined British Aerospace in 1951, became Divlo,l<inol ~ 
Duector of Bri•tol ond Hatfi•ld DivL•ions. Appointed Chief Exerutlv• a( the Ojm<~mw 
Group in 1982 and a Drputy Chi•f Exectltive nf the C.omptlll)' on Itt J~nuoty, l9t!G. 

Sir Jack Wellings, C.B.E.t 
Non·~xerutit•e Director 
A llirector •inro 1~80. Chairn"'" of lhc 600 Gro!dp •ince !!Hill am! pr.-v~ •"'""4' 
a.-..ociated with the ah.,llll't irl<l""try. 

I. R. Yates, C.B.E. 
IJt>put:r C'hir{ E:>:('('UJII>I' (l>ngmPI'rinfi) 
A.llrnt~>r "nee 198'.1. Joiood Btllioh A<'l'Mpa<t m 1DM,b.«mt Tm-..1 ~IIINiflilr· 
\\art""; ,\ppmntt-<1 C'hit-! Exl'tlflive of tbt Altr"'ft (lmup m JUg: 10t>11 111 t:loploic.,. <W~ 
<>( tb. I ""'"'"'l' <>II "•I Ja<I1JO!ty, llll'il. 



Directors' Report 

T 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 ~he 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 bv 
HM Govemment 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 !mH•tary shares issued by the 
Company. Existing ordinary shareholders were 
given preferential entitlements 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 wa'! £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 exerciM! 
of option& under the R.-ttish Aerospace SA YE 
Slv.tre Option Scheme has increased the issued 
1/l~dinary ahares to 250,029.464 shares. At 31st 
Deeember, 1985 the Trustees of the British 
Ae~pece Employee Share Ownernhip &heme 
held 1.3'lf. oft' • .: iS&ucd ordinttry share caplt J and 

the balance of 98.7% wu held by some l3tUOQ 
public shareholders. Since the y&l\1' Md, the releue 
of Employee Share Own&rsh\p Scheme Sllutrea 
from trus~ has ~suited in the issued t~.rdilrutry 
sh11re capital bemg held by sume 139,\)00 
sha~eholders at 25th March, 1986. T'hl) numbor of 
ordmary shares shown in tbt~ register of tnamber$ 
at 31st December, 1985 ns Foreign-held Shal'l)$ 
pursuant to Article 40 of th111 Company'S Arti«::tles 
of Ass(lciation was 31,922,907 (12.77% of tlJe 
issued ordinary share capital of the CQJ11J;lany) 
and at 25th March, 1986 wu 27,690,839 
(11.08%). At 25th March, 1986 no pellOI\ }lad 
notified the Company of an interest or 5% or 
more in the issued share capital of the ('~QmpaNy. 

The Directors are seeking the approval of 
shareholders at the Annual General Meeting te 
extend their authority, originally conferred in 
1981 and extended in 1985 until this A.nllutll 
General Meeting, to allot rele11ant 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 t.}Je Act} as 
if the pre-emption rights contained in S~tlon S9 
of the Act did not apply. 

Principal activities and business reView 
The principal activities of the Company ~and !.t:s 
subsidiaries are the design, developme11:t, 
production and sale of milila~'Y and civJil!l!rcra!ft, 
guided weapon and space systems, electronics A!:ld 
related technologies and the provision of stlp!)Qrt 
services. 

The Chairman's Statem~>nt and the OiJelllting 
Review accompanying this report give 11llnore 
detailed description of the Company'sptodu'w 
and business activities during the year, itl!pt»'ttli!t 
events affecting U1e Company sinr;t~ the end of 
the year and likely future developmen~ tl!l'ld gi>ve 
an indication of its activities ilil the field v{ 
research nnd development. 

Results and dividend 
The profit after taxation attriblxrtsible k;.l 
shareholders lit £121.0 miUlot.i and. s.t kl 
approval of the pro,P<)Scd n~ d~rider.~ --« 
with as ~Shown in the romoltdated prtdtt • -
a·ccount rm pat;e 40 of the IIC'CO'millfia. Tb~ l>l~ 
propoet! a fiool dMde'lad of 1 ()p per MildoA'tt !IJ.ft 
which, with the intmm d~ or fiJI?~ 
ordinary &hare p.tid rm 1!1¢ ~Mmlll»r,J~. 
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makes a total diddend of 15.Sp per ordinary sJmre 
for the yoor. The fiual div"idend, if approved, will 
be paid on 3rd .Tune, 1986 to shareholders 
registered at the close of business on 18th April, 
1986. 

Fixed asset.-; 
Chamges in l'ix!"d 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. 

Charitable donations 
During 198S 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 
AssociaHon and was on the same day appointed 
a Director pursuant to Article ~P;,~ he was 
re-ele1:ted a Director at 1;he fiftt, Annual General 
Meeting. The sole Government Director is now 
Mr. K. M. Bevins. 

On 14th May, 198S, Mr. C. J. Wells ceased to be 
a Director, having retired from office at the fifth 
Annual General Meeting. G.l 31st August, 19S5, 
Mr. T. G. Kent resigned from the Board and on 
31st December, 198.'), Mr. J. T. Stamper resigned 
from the Board, both on their retire;ment from 
service with the Company. 

The Directors retirin;; lly rotation at the :sixth 
Annual General Mettmg in accordnnce with 
Article 82 are Mr. D. 0. Gladwin, Mr. H. Metcalfe 
a"nd .Mr. I. R. Yates, who, being eligiblt·, will offer 
thelll:$elves for· re·electioTl. 

The unexpired perioda, from th~ datff of this 
report, nf service crmtmcts with retiring 
executive Directors are: 

M:r H M~rcaM! 
Mr [ R Y~rte« 

.1:1-.,..tn. 
;p m<mtha 

In acc-ordance with t hl.'ir terms, the.;e \il>A,U'ae1is 
will continue beyond th~e ~riods unl~ atlilt!l 
until they are determiMd by either p!'lrty C'i d:n,g 
to the other not lt>ss than twelve months' 1\etice 
in writing but not so as to extend the cotl,traet 

beyond the Director's normal retirem~nt date. 

The beneficial, including family, interl)st$ l\1>\ th~t 
share capital of the Company of the persons who 
were Directors during the sear Wl're tiS foliO\\'$! 

At 31st December. 19&•. At bt J!"'e-"'·ltil 'II 
Ordinary Ordinary · 
shares of Share &hareK of ~ '' 
50p ench options 59!! Mob Jlll!ila!!l·'' 

2,3·11 112,3/34 1,47ll l,MIJI''' 
4,916 Sfi,787 :1,()68 1M 

Sir Austin .Pearce 
Sir Raymond !.ygo 
K. l\·1. B~vins 875 800 _.. ' 
Sir Kenneth Durham 200 
B. E. Friend 3,500 63,782 1.478 l•lllil 
D. 0. Gladwin 
J. L. Glasscock 591 45,4GS 47!1 t-H. A. Hitchcock 5.000 6,000 
T. G. Kent 473 I,MO 4711 l,jDG\1 . 
H. Metcalfe 572 1111.4711 4£1! ... l.t!Q.· 
J, T. Stamper 473 1,1!1\0 47ll 1..11.0 . 

' Sir Jack Welling.• 1,:250 l!Of!) -C.J. Wells 1,950 t.!lm•,' 
I. R. Yates 473 54,9!)7 47ll 111110 .. 

•or (where applicable) ~arlier date of retirement. 

Share options were granted to certain e.J!ecwti'lle 
Directors (a) on 1st July, 1985 under the Bribl#h 
Aerospace SA YE Share Option Scheme for 
employees, exercisable at a subscription prlee ·lllf 
£3.80 per share on completion of the roJ,nted Jii,\fe 
year SA YE contract and (b) on 5th July, 1:986 
under the British Aerospace Executive Share 
Option Scheme. exercisable at a subscrlptio.tll 
price of £3.85 per share norma11y between liSS 
and 1995. 

There have been no changes in the in•tere:511U! Cl!{ 
persons pre.o;ently Directms of the Cilmpanu 
between 31st Decembet. 1£185 and 2&t;M M .. 
1986. None of th~ Direct()TS hr.td amy JiiQil:l· 

beneficial interest ih the sha;re capUa:l G1l ~e 
Company during the yea.r nllt in tlle ~ ~ 
the YIMtr l'tld to 2/ith Ma.rch. 1986. T&eo ~ill 
n,ot awar-e trf any crmtro(<t ,,f lli~~:nifK'at<tae ,,.,. 
than se-rvicP <xJ•ntra.dll or u d i~ ).,..,.4 iiA ~ ?illt 
the acc1JUntsl in relntitJn w the (~1llilllljllftliii'.Y « * 
Mlmidiar'iell m whir<-11 attv lHtf'<'klil' bat. • he 
had, a l'IM1t'T'Ml int~L ·· 

I 
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Employment 
Dz::aNcd pawns - It is the polk,\· uf the 
t'mnpany to emplny disabled persons whem•\·er 
practicable in jobs suited to their indh·1dual 
cireumstances and. as appropriate, to cnnsidt>r 
thE'm for recruitml•nt opportunities, career 
de\'elopment. promotion and training. Special 
consideration is f(iven to re-training those who 
be.-ome disabled whilst in the Company's 
employment. Two of the Company's sites won 
Manpower Services Commission "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 u·ork - The Company pays 
dose attention to the health and safety of its 
employE'es, contractors and other persons on its 
premis~s with particular regard to the 
requirements of the Health and Safety at Work 
etr. 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 
en!lure that, subject only to considerations of 
Mtional security, no job applicant or employee 
receives less favourable treatment on the grounds 
of sell, marital stahL~. race, colour, nationality or 

' r i' , ,, •. ,, • .. 

;·· '" II'., ,, 

ethnie t>r nationnl ori~in. l"elt>l'llon rriteria and 
prncl'(lur,;s are re\'itowed p{'ri>>dkally tu ensure that 
individuals art> Sl'let·ted. prumatffi and treeted on 
the basis of their relevnnt merits and .ahilitli'S. 

Emplo.we mmlre.mmt- The Company i" 
<·ommitted to employee invnlwmellt, that Ui to 
say keepin~ employet.>s as fully informe-d as 
possible with regard to the Company's 
performance and prospects and seeking their 
views, wherever practkahle, un matten. which 
particularly affect them as employE't's. ReOt>cting 
its origins and policy of devoh•ing sub111tantial 
autonomy to its operating units, the Company 
uses a wide \'ariety of employee invoh·ement 
syst~ms. It bPlieves strongly in developing the~~e 
arrangements by evolution. 

The most important systems of employee 
involvement in the Company are those operated 
locally. These are too varied and numerous to 
describe fully in this report, but typically mclud~ 
divisional councils, factMy councils, bril'fing 
groups, video presentations, newspapers 11nd 
news shet>ts, joint working part it's, quality circles 
and their equivalents. 

Corporate channels for consultation 11nd 
communication include: 

Chairman's annual communication.~ mettirtgs
presentations by and discussion with the 
Chairman on the Company's performance and 
prospects. In 1985 three prrsPntations were made 

I l 
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I 
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 Compan:~ls 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 commercial 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.t~ining. 

Honours 
The following employees were honoured in 
HM The Queen's 1985 Birthday and 1986 
New Year Honours Lists: CBE B. E. Friend, 
R. J. Parkhou.se, F. E. Roe; MBE H. Abraham, 
E. Briggs, G. E. Errington, D. W. Morgan, 
D. L. Raffle, J. F. White; BEM F. Bond, 
A. L. Greaues, J. D. Lawrence, E. R. Webb, 
R, Whitby. 

Employee Share Ownership l!';:hcmes 
At 3ls't December, 1985, the Trustees of the 
British Aerospace Employee Share OWI'·~rship 
Schem~ held 3,244,000 shares on behalf of ·15,079 
participants in the Employee Share Ownr;rship 
Scheme introduced ot the time of the Offl'r for 
&lle in Febi'U1I.ry, 19131. In atcord.!lnce with the 

Finance Act 1985, the period for which Free 
Shares appropriated to Srheme partidj!llln!;$ had 
to be held in trust ended five years at't.e.r the 
original allocation and on 19th February, 1986 
these shares were transferred out of tru&t and 
registered in participants' names. No further 
appropriation of shares has been made under tJhl$ 
Scheme. 
Since the introduction of the Briililh Ael'tll$pllcc 
SA YE Share Option Scheme in June 19Sll, 
of participation have been made annually 1:0 
employees. A further offer of participaticm 011 

lOth April, 1985 resulted in 1,901 employees · 
granted options over 1,046,905 shares at an· 
price of £3.80 per share, normally ex>eroisable 
1990. As a result, at 31st December, 1985· a, DtllC>n 
were held by 6,029 participants over 6,921.086 
shares and at 25th March, 1986 by 5,982 
part.icipants over 6,869,147 shares. Further 
of participation can be expected in 1986 and 
years. 
Following approval of the B1·itish Aerospace 
Executive Share Opf;ion Scheme by rchtrildl~~] 
at the Annual General Meeting on 14th May,, 
1985 and by the Inl11nd Revenue, initial om· ~I:S··O~.,I 
participation in the Scheme were made on 
12th June, 1985 to selected executives (incJluclingl:!,• 
executive Directors). As a result, options were , 
granted to 30 executives over 1,025,820 shares ali ' 
an option price of £3.85 per share, normallv 
exercisable between 1988 and 1995. The position 
was unchanged at 31st December, 1985 and at 
25th March, 1986. 

Close company status 
The close compa11y provisions of the Income and 
Corporation Taxes Act 1970 do not apply ·W~ the 
Company. 

Auditors 
The auditors of the Company, Me!lll'rs. Poa.t, 
Marwick, Mitchell & Co., have i:ndioated thtm
willin:gness to continue in offlre and a ref0111lticM 
proposing th 'r re-appointmen•t will be put ·kf ·!!kt 
Annual Gen r I Meeting of the Compat:/Y· 

By order oft 
B. Cookson 
Srrrrtar;y· 



Accounts and Notes 

Auditors' Report 
To the sbareholdcrc; of Rritish Aerospace Public Limited 
Company 
We have audited the accounts on pages 40 to Gl in acce~danG\1 Wiitih 
approved auditing standards. 
In our opinion the accounts $et out on pages 4Q oo 61, w.hi<Jh IJAve heen 
prepared on the basis of the accounti.ng pot:ioies s~t out. in Mite 1 on 
pages 43 1111d 44, gi"'e a true and fair View Cilf ~he s~ate 0f a£1'a.ft.J ¢( tlhc 
Company and of the Compan¥ a:nd its !lubaidla:rioo at S11st O$~bct. 
19&1 and of the results and SQl:lrce and npp·Jr.ootlon Q( &:nde •liJ( b 
Company an~ its subsidiaes for the year • ~\hat dat:e 11ttd <I'Glm. w.t .. tJh 
the CGmpanJes Act HISS. . _..,~,.._ ... ~ 

"""" oii"Q- . 
Peat, Marwick, 1\litche & Co. ~ 
Churte'"- Accenm·liant. l£fll1 Mllwlt. lti!R 



!onsolida:ted 
Profit and 

Loss 
Thmover. . . 

Cost of sales . 

Account Trading profiL" 
. Launching costs ... 

for the year ended 
31st December, 1985 Profit before Interest ...• -" ......................... . 

Shar<e of profits of related companies ........ . 

2 

3 

2 

.4 

N·et interest receivable._. ,........... ... . . .. ........... 5 

Profit before taxation--··· ......... . 

Taxation.-..................................... .. 

•P,rofit after taxation .•. -~ ................................ 9 

Dividends .. -..... .. . , ...... ................. ........... .. . .. .10 

Retained profiL ............. •· . .,... .. . . . • ............. 29 

1985 
£m 

2,647.7 

(2,467.6} --
180.1 

(51.6) 
------

128.5 

3.4 

18.6 ----
150.5 

(23.5) 

127.0 

(39.5) 

87.5 

Earnings per share.............. ...... ........... . .......... _ ... 11 56.4p 

40 

lll 

• 



Balance 
Sheets 

nt :nst Det-emlwr, 19&i 

Company and 
SU~Iiltnes 

Note 
Fixed assets 

langible assets 

Investments .. 

Current assets 

14 

15 

S!ocks... .. 17 

Debtors .... -.. 18 

Investments .. . . ..... .. . 19 
Cash at bank and in hand 

Current liabilities 

Loans and overdrafts ............. 20 
Creditors ..... ... " ' ... 21 

Net CUffent assets ..................... . 

Total assets less current 
liabilitie-s_ ·- ... ... . . . ... --·-· ... 
Liabilities falling due after 
one year 

-----
1985 

£m 

538.7 

20.0 

1,090.3 

450.3 
526.0 

116.3 

2,182.9 

6.2 
1,043.4 

1,133.3 

1,692.0 

Loans ... __ ....... .. . . . ... ... 20 265.1 

Creditors....... .. .. . .. .. . . . 21 43.0 
Provisions for liabilities 
and.charges ................. 24 197.7 

1,186.2 

Capital and reserves 

Called up share capital. . 26 125.0 
Share premium account . 27 220.0 
Statutory reserve .. 28 202.1 
Revaluation reserve. 29 101.8 
Cap1tal reserve 29 108.3 

ProfH and Joos account . 29 429.0 

1,186.2 

1tll34 
im 

502.5 

11.4 

! 076 7 

4556 
34b6 

!'169 

19358 

13 6 

944 1 
_,,.~~---

978.1 

14920 

3018..3 

63.!5 . 

201.8 

918.6 

1000 
656 

:'02 1 

97 6 

1083 

'\4!>0 

fl11U 

CompeAV -,....-.. -~"'"' 
1985 1984 

£m tm 

524.9 4'11.1 
71.8 "" 

1,050.4 1.027 2 
426.0 46Q.O 

521.1 3of3.0 
115.1 55.0 ----

2,112.6 1.BI42 

4.8 n.o 
1,018.4 921)1 --·-
1,089.4 

1,686.1 1.~.0 

241.8 at '" 
38.2 $'1...$ 

196.7 ~·~;( 

1,209.4 'Mll.il 

125.0 100.0 
220.0 ••• 
202.1 201' 
101.8 176 
119.3 ,, .. 3 

441.2 36J.Q 

1,209.4 ....., 
4 

Approved by the :BoaTd on 2oth March, HUllS t:kJI ........ ~_...-,......, 
S•ir Austi:n Pearce CJ,J1ldrma:t:r It , 1 I _.--
B. :m. Friend Diii'CCtOT or r'inent•e fYL ""'t-.........1-' 

7'1~ ~1m~ 43 #I til,_ fHrl #I( tht.,' II< I''""'/& / 



onsolidated 
Statement 
of Source 

and 
Application 

of Funds 
for the year ended 

31st DeC'ember, 1985 

Source of funds 

ProfH before taxation 

Adjustments for items not involving the movement 
of funds: 

Depreciation 

Ptuvisions .... . 

Other ... , .. . 

Funds from operations .............. . 

Proceeds from share issue ...... . 

Total source of funds .... _ ..... 

Application of funds 

Net additiqns to fixed assets ...................... . 

Taxation paid.. . .. . . . ....... .. . . . ·-- .... . 

Dividends paid ......... . 

Changes in working capital: 

Stoc:ks-increase .......................... , ... , ... . 

Debtors-{decrease)jincrease ... "' . 

Creditors-decrease/(incrsase).- ." .... ····- ........... .. 

Advances-{increase)....... ... .. ... .. ................... . 

Totolll application of funds 

Movement in net liquid assets and loans 

1985 
£m 

150.5 

56.2 

(3.9) 

(3.Z) ---
199.6 

179.4 

379.0 

98.8 

16.9 

31.3 

147.0 

13.6 
(8.9) ;-

16.5 

(78.6) 

1202 

_, .... ~--
1464 

1JMA :·. 
-~ 

78..'~ ·. 

sz 
217 

(127 ~--. 

-..... -.-'I 
(57.4) (.2:5.eJ . 

89.6 

289.4 

I 
t 
' : 



Accounting 
policies 

Notes on the Accounts 
Basis of preparation 

The accounts are drawn up under the hl4toncat coet OO!'lWI'Ibon aa fi"IOdtlll.ld by tno 
revaluatiOn of land ~nd buildmgs 

Basis of consol!dation 

The consolidated accounts of the Company 1ncorporato lhl!t aoooon.ta of the ~ 
and its sub~:~idiary and related compames, all of whiCh were made up lo 31st 
December. 

Trading profit 

Trading profit is recognised at the hme of side; in the case of contracts wtlh ~ 
delivery programmes, 11 is arrived at by reference to the estimated ov«all prmttai>II*I'Y' 
of the contract. Full provision 1s made tor any losses m the year in which they ant h 
foreseen 

Depreciation 

Depreciation is provided on a straight line basis on the .cost or valuation of 811 taRQ!I:lfe 
fixed assets, except freehold land and assets In the course of con&truotloo 

Bwldings are written off over 25 years or, if leasehold and the term of the louo • 
shorter than 25 years, such shorter term. Buildi?lgs erected speofl:ically aAd ~llv 
for a research or production programme are wr!\ten off over the eoopeotod lifo of the 
programme. Plant, machinery, fixtures, fittings and equipmen.t are gtSAellalty wt~t·t$1'1 of.! 
over eight years. 

Res.e.-rch and development 
Ex¢..; • .• rure on research and development, other than ttlat on buildings Gr sp&olllo::ll;y · 
recoverable under contract, IS written off all incurred :and Chafged if1 at~lvl~ at !flll~lr.!!il·' .:~ 
profit. 

Launchin.g costs 
. The costs of launching a new civil a1rcraft project fall into three pri~Aolpal oet~es: 

des1gn and development, tigs and, tools, and education. 

Design and development expenditure anses mainly in the earlyy&a/iS of a~ 
and, with the exception of the A320 programme, Is written off u lr:IOlilrtod tJiiiEfilt fue 
heading of launching costs In the pront and loss acooont. lnltlalla~hirl'\!1 eQfl$ e::~ 
the A320 programme are covered by HM Government leunoh akil and. n a t®IJIIII. 1t.1t 
des1gn and development expenditure Is carried $1)(Wardl and willliltt lmtilfW.('J(;l, bM®I 
on an appropr1ate assessment of satu, whoo detiverltM oo~ 

Expendl·ture on jigs and tools is normally 10011rred Qf1ly afl&r th• ~ 10 
manufacture has boon taksn 

Education coet-s 11!W' fJlJtly 111 the produclki>n ())'Ole of a new ~~ ~ ~ 
skllla 11nd I!IXperll$8 lite being acqwlld and ~~ ~ aro lhflr:lfllllro ~ • 
They oomprille lhfl el«l!NI* of SIUOh 1J!l/fl p~tlt0n scm. ~MU b ·11i¥1111 11!1 11111\1 -
an:llolpe,tlid at a more advar>oed lllt'llgfl of #!It ~ ~~ 

Expoildflure on ,ga. l«!!a a.l'l4f me..~ IS ~ I'Qr\WIIlGIIA ~ ·fcj( ~ 
1n r~Npoc;.t of llfiOh proreot by rdlftf~ 110 an~~ d.,.. PfiM 
'pool'), 1\!bfeef to !il'fll #lffiiW ollht ~' and h ~~ ~ -·~ 
pn.!d'en<:fl The amori'IJIJCIOA er ~· IQQII ai'ld ~liS ~ r. IM'!'MIIIil....,. 
prolll 



Accounting 
policies 
(c-ontinued) 

lbxallon 
Prov1s100 for deferred t.axatron IS made where a ltabihty IS ~k&i)' to anae 111 the 

foreseeable IU!ur& 

Stocks 
Stocks are valued at the lower of cost (tncluding all relevant overhsad ·-~-·'""~"'11/l . .-!' 
and nel reahsable\r,due. tess progress payments and HM Government launch ald. 

Stocks Include launching costs Clirried fonvard and the Company's tnte~e&t fn · 

lndustrie 

Exchange rates 
lhmsactions in over$.,as currencies are converted into sterling at the rales · 
and assets and habihties <~.I the balance .sheet date are translated into ster~ · 
rates ruling l!l that date. The resulting gains and losses are dealt with ifl Ifill! 
and los!. ar.count cr.cept wheriJ they relate to borrow•r!gs made to hed§!l ' 
overseas currency revenues, in which case they ate credtted or ohaFgad to· . 
contract or project, and carried forward until realised. 

Differences on translation of th~\ opening net assets of overs~s subs1dillthH 
rates ruling at the balance shee\~date are taken direct to reserves. The &ales 
profits of overseas subsidiaries are translated at the rates ruling at the b· alai~ 
date. 

Airbus Industria 

As a member of Airbus Industria, British Aerospace parhcipates ln the Alr.bus 
A310 and A320 civil aircraft programmes. The Company is responsfbllii for llilll 
design of the wings, production of wing bo)(es and the purc:.hase of certaln · 
from other UK manufacturers. 

Th& Company also shares in the overall results of Airbu11 lndus.\rii;· Profll!S .,.,.u~:~~ 
are shared in proportion to members' interests except t·hat, unl!llhe S()()uro~IJ!lmt"•~; '"' 
io6ses 1ncurred since the first production phase of the A300 programme hm%'G 
fully recovered by profJts. each member's participation in prof.lts is oal0111a:te€l·IA· 
proportion to the accumulated losses that it has borne. 

Since the Company's participation in Alfbus Industria relates to pmrliotllar AAM 
production programmes wh1ch are· effectively carried out on a JOint ven-lure 
profits ot losses on the British Aerospace work are corwolida:ted wllh the C$iiliiJ!li~ 
share m the overall results of A1rbus lndustrle in assessing bolh lhG !fadk"lQ ~~: · 
and the reafisabf~ value o/ work undertaken by the Company for Alrbue lndu#tilh!; . , • 
Outstandmg amounts relallng lo the participation are carried forward il'l fl!ta<l~. · 



Turnoveoi· and 
trading profit 

Tumc.ver r ~presents the net ·Jak•e of d\th'Je<"l!l$ Imide. work oompleiid « DfVIOOl . 
rendered dur:r.g the year and 1n::ludes lldrustments Mllllflg from 1M- un o1 ~ 
pnces Ill prev•ous years 
ExpOfts rnclude sales to overseas related companl!l$ under collabomW. ~. 
some .of whrch relate to work oo proauct.s dekv$1ed to the Unrtocl KlnQ<:l<lm 

1985 19a4 

UK Export 1btal 
£m £m £m 

CIVil arMr:ft 47.9 602.3 650.2 
·. Mrlitary a.tcraft and 

support servrces 329.6 615.5 945.2 
Gmded weapon and 
electronic systems 603.7 319.2 922.9 
Space . 43.2 86.2 129.4 --

1,024.4 1,623.3 2,647.7 

The geographical d1stnbutron of exports was as follows 

Europe .. 
Afnca . 
Middle East 
Far East 
Austrlilasra and Pacrllc 
USA ·Md Canada. 
CE\1\lml and South Amenca. 

The tradmg profrt was made up as follows 

CIVIl aircraft 
Military alfcraft and support serv.ces 
Guided weapon and electrontc systems 
Space 
Company funded research and developmoot 
Reorganr~a bon costs 

Tracng prof1t 

i( 

··-· • ¥._,, ___ 

VI'- f • [l(."t 
frr. trn 

7'.rj; ... ~.roo 

296 ~ f:i~> ( 

~MC ~ljjJ• '-~-

?96 7Y9 

!N4 l ! .£.\63 8 

1985 
£rn 

730.4 
112.2 
187.6 . 

4S.5 
.. 40.5 
478.!1 
24.2. 

1,6'28 .. 3 

1985 
£m 

(4.9) 
'l36.4 
111.6 

(Z,')) 
t54 9} 

(.5.6) _._ 
18G.1 

~J 

li:.>l.al 
tm 

'1120 

;A5, 

7!;,1 3 
109 5 

:1.4879-

~~ 
(m 

6676 
1it()i . .. 
93.8 
241 

36&& 
221 

1.598 

1'* 
(r!' 

. ]. -· 

I ri t 
;\)4 -~ 
115.:Zl 
1~3! 

lf.16 ~~ 

,""' 
v 



Cost of 
sales 

Launching 
costs 

Col\! of salo$ IS rrWidt liP ill$ lotows 

Expt,nses 
Raw Jnf,~ m (~bles 
Pur~ of boughtrr.st XJUipm&nl, 
componenl!l and other external charges 
S!ali CO$ls (note 6) 
Oepreoatioo . 
Other oper;tllng charges. 

Less: 
Increase in slocks t'f fnlJshed goods and work in progre;JS, 
alter amortisation of Jigs, tools and education. 
Own work cap1taltsed ...... 
Other operating income ........ 

Less: 
Destgn and development expenditure included above, , 
cherged to launching costs (note 4) ...... 

Cost of sales 

fl'lcfuded Wtlhi(l COSt Of saleS are: 
Ex~osos: 

Op«alrng fea!le c:ilarges. 
~nl and machillery .. ,......... . . . .. .. .. 
Other. Jncludtn!J a1roraiL. . . . ...........•. 

Hire o~ plant and machinery. other than under operating 
\ lee&es ... \. . .......... ,.,.... . ..... . 

Company flK\~ed research and develo)..:nent .. 
Auditors' remimeration , . .. . .. .. 
Income: 

/1 

Rllilllal income lro.'T'· 
Operating loot6!1 
F~le.:uses. 

S!\1114!! 
Alrbu$ 
Sfl<ft 1~001) 
ATP 

j . 

191.16 ·~ 
f'm U'~ 

17lll.9 . '·'· ~ 
1,563.0 ' .. ~. 6 ,, 

908.5 k-4'\ 3 
56.2 !>42 
70.7 WJ !> --

2,767.3 2 491 !./-
'' ,) 

18o.7 %6 
0.4 10 

67.0 4l1 

::., ;19.2 2 3!)2 8 

S1.6 ~~ t; 

2,467.fi 2 Y.)1 ,. --
1.9 5.0 

24:1 1<1. ' 

B.S ~12 
54.9 .. 53 

Oo ':'fi 

21).0 
..,, 

2.5 Ot 

1'986 l!MC 
i"m fm 

2713 '2'!'> 'i-
u I <I 0 
u •if 

15;g f>1 --
SL6 ~)· ' 

ooo('"=+b'H. ...~ 

'l'n. ;!1111CthSOI.h;)l'! 1>1 ('(;p. ti')Oia; loci~ l"..ut l»>trl ~ !Jllll'f......., l!t Mlll!llll 
Whit I 11'.)"1" '{I '"'' ., 



Net interest 
receivable 

Employees 

Interest rece1vable . 
Income from gover~nt S<~cunhe$ 

Interest payable· 
On bank overdr~fts and loans repayable Wltllm 5 yeara 
On other loans . . . 

1985 
·fm 

85.7 
1$5 

4U 

{UJ 
(27.7) 

18.6 

... 
1 "·· 

J':.i 91' 
173 

4t;;! 

j2 '.;ij 

131;: ·~ .. 
l.J ____,.,. 

------___,,;._ 
The average weekly number of employees, including e!(eoolive OlrooiOI'$, d~, 
the year was made ur:; as follows· · 

Civil aircraft, militar~ f1rcrafl and support services . 
Guided weapof'l and "lectronic systems ana space ..... 
Headquarters and subsidla'ries. .. •• ,, . . , .• 

1986 
51,919 
22.,588 

1.,138 

75.,645 

lh" ... ~,,:·ega!.: j:·nv.rpil c.v>ts o: :ne:le employees and Otreot·CMS were 
1985 

i- "·;s nnJ 5>~•~'ies .••.... 
-L''->!iar-S;GV'itj.• ~C'-o;lr- .. :.,,,..., 
Other 'l':lf'ISivrr C.JSI!•, .. , .• 

l'im 
784.;& 
a~> 
71!1,8 

908;5 

, .. 
SV'Z 
at.a .., 

...,.......,..,........, ,... 

The emoluments, exciuding pensiOn contributtOnS, Oil htgMer pekil ~-~ 
than Directors-see note 7} fell Within the following l'llngu: 

£ £ 1!986 , .. 
30,001 to 3..'i,COO ··' · 
35.001 to 40,000 
40,001 to 45.000 
45.00f lo 50,000 
50,001 to 55.000 
55.001 to OOXJOO 

$Q • 11 tS 
11tl '1.) 
& • 

\, 
' 

2 
2 

oo.oot to so.ooe 
65.(101 to 70.000 

..... 
1 

"' \\ 



DirectoriS 

(a) Emoluments 
The aggegale .emoluments IOdudtng J»>IOO!l Wltrlbo!IOOI ol tho ~ 
amounted to £879.00C .. of which £35,000 •· .. ~ · ;. • ~ , ~., ~ 
olthett seMCe as Directors ol the Company 

The emoluments, exctc..dlng pens1011 contnhot;ons ol tho Clv:m'llln. who \111M Wht 
~~ peld Director. we~e 1:121.660 
The emoluments exclodmg pEons1011 contnt.IUttOOs., ollhs ChatrmM and Ol'rOJCIOI'I of 
the Company feW w1thrn the fo.'l'l~ r!ll'lfJM 

--
£ f. 19$0 , .. 

5.001 to 10.000 5 5 
20,001 to 25.000 1 
40.001 to 45.000 1 
50.001 to 55.000 2 
55,001 to 60.000 1 2 
60,001 to 65.000 1 ' 65,001 to 70,000 1 2 
70.001 to 75.000 2 
95.001 to 100,000 , 

100.001 to 105.000 
105.001 to 110,000 1 
120.001 to 125.000 1 

(b} 'll'ansactlons 
(1} During 1985. S1r Raymond Lygo contmuoo to occ~1oy a IN•IIhold howo lA ~~ 
purchased by the Company and h1m 10 1003 to asers1 ~m to tlulfd lltll dw,m llf4t OIWAI· 
Execuhve. A!l noted rn prev;ous accounts, the hooH Is hold by !he ~IJI!j' tt<l4131i' 
Raymond on the term.~ of 1.1 trust daoo da·led 3rd Meroh. 1983 whcv~ ... Sit filj~~IIIJA!,.:.;j 
IS entttfed to occupy the llouse Without paymel'l't of any ~eM dut \Oilhe ·OG~ 
(but subJect ~o the payment of the rent due l'o l.hs kMholder al'llil Ciltii'Jjft ·OOA'Mi 
outgomgs) unt1! three months after he C8!tMS to be Cllief ~ of lltl* ~I'IIY 
On the termmat10n of S1r Raymood's nght of oocupJ!;Ii<ln. oilher f.ha ~nrt •lilr $!( 
Raymond can reqw•a the house to be sold and tha P''·~ of nla to 1:1e lii'<I#!PiJ!il 
between them 1n ti'AII proporhons m which lhey oon·lorit.)l.liiltd to ~he pw~ -~ tflh/t 
Company nme· ten.!hs and Sir Raymond one-I~Jn.lh) · 

The Compllllles :i\::1 reqlllre. accounts to stale the ·•..ah,la' of any ~ ~ 
and prOVIde liw.t. 11 such vatu& cannot be •,l"<prunc.'J a:; a ~ ~ ·411 ~~ 11 ~
~d to exr.;Ged £50.000 Too [l>rsetcn COOIItld$r ti\>Btl Sir f!l!a~'ldlJ!gtQ 'S lltfiiU nt 
occupy the pttoper ly t!l ::J(X)()(daocu w,th the ~ or 1ho "hlP.! OIHICI oel'li'IC'I tle 
expcll$Md .ts a speaflc sum of m<.l08'j. hoWw., t'tloy tlt'IW!w Ursl ~ ,_. .....- 01 
t'htls nght 11 rnoch smallar lhlln £:50.000 · 

f 

l; 
!) 



Directors 
I continued I 

{2) As was noted 111 pr~ accounts unciiW & ~ !...OM 5olwrle ~ tltf 
the Compe.oy. Mr H Uttlca/.le Mod M1 I R 'Rills hfwo book klclrlc ~ 10 ~ 
lhe:tr respecbve !louses Mr Metcmfe s loan 11 ltOC\JI'od by a HOOI'Id ~ 1M M 
llou$e Mr 'ttltes' s loan tS secured on Ill$ hoo4l! ana Ci'lltWI1I'ItUIMCII ~ S.Qiil 
loan heels lll!erest at 5'\. Pef annum F()( the dura:IIOn of eeoh lor~~~ 
mamtains Wtth the bank a depo41•t eqUIJI!o the amount ~~ tM 'lil'llft 
such depos1t beets mtarest at 3:1% p;!l( annum aod "a~ u ~ ~ 
for the loon Mr Metcal:fe'r; loan IS repayable llO>i imw nn 3i¥i ~· i= ii'.;it.':; 
~tes· s not later than 18th May, 1997 Mr ~fe and Mr'R!:tN have aci'l•'*' toe 
indemrnfy the C()(Opany agrunst any lmbll!ty rt may N'lOUf to the bflnk by ~ «<I ·liMir 
respectwe- loans 
The amounts of p«llCipel aod accrued rntarm oult:ta.ndtng \J'OdtN' \.tleM 108M.,....,. 
as foHows· 

Mr Metcalfe 
Mr 'tales 

At 31st ~bM. 1965 

Pnne~pffl 

£ 
10.571 
45.000 

P~tnctpai 
£ 

12.53$ 
<15,000 

The max1mum amount of pnOC!paf and accrued tnte.rest outttandll')g &!t any umo 
during 1985 under each loan was as follows 

£ 
Mr Metcalfe 12.500 
Mr. 'tales. 45,004 
AU 1nterest wh1ch has become Pl\'Yable under lhe toane tms OO.n paid 
(3) At 31st December. 1985 there was an aggregnla balilnoe of £100.$7 oultliii'IGI~ 
on house purchase loans made lo or arranged for four off1c»n~ to aB~et Hlth lhfi 
relocation at the Company's request. 

Taxation UK corporation tax at 4125% 
Advance corp()(ahon tax. 
Deferred taxahon . 

191'J5 
~· 

110.0 
(tl2.9) 

5.1!) 
1.7 
0.1 

co ... ~ 

117 

Related oompamas, 
Overseas ta.xallon curren I 

pr10r yt~ars' adJUslm9/lt 

Stock relief 
Acceferated captlal al!Owa'lCI!S and othor ttmng Cd*-'roe 
Advllnce corp()(aboo tax utmtGd/(wnl1«1 ol'fl 

.23.5 

OS 

"' " ~ '. 
.,. 



Profit 
after taxation 

I 1- \', 
Dividends 

·i 
'1 

),_, 
Earnings 
per share 

Le3Se 
commitments 

-------------------------------------·--A sepa.~ate prdit and foes accooot deaMg Wlllh the tesoltls o1 ~" ~Ali ~ 
IYM not been ptesenled Of the ~t<&d pi'Qiilt a:her tmqa,\'lon ol £127.0 1lllllli!m 
· • ""'·' ' • : ;!< \ •• · · . · • £125 3 mill1011 · ..,.. ·, • ·· · has beeln ~ wfiA 11'1 ,._ 

accooots or the Company. 

Interim paid 5.6p • ;.,.. • 
Final proposed 1 Op , ~' 

:.; ;_·: t ' 

~' ·t- .;~ 

1965 -14.5 
25.0 

39.5 

19&1 
till 

li}J 
lo8 

213 

The earnings per share is calculated by referenoe to lha pron.t after ta>atlon 111\ld 
225,181.473 orchnary shares ;1:J.~l ~X;<X:,::l1:·:,, being the weighted~ r.~~:~li'llbl( 
of ordinary shares in issue during the year. 
The earnings per share for 1984 ha6 bt>en restated to r•efleotll:Jfl) lif.l&re ·iftll!e 1101 1100$. 

CorrJTij\lmtO!S t.ll"ldet fiCICilO'J ~~~ falltng 
due 
In OM yeil( Ot 16$11 
~·lwHn 001 ~nd fwt yeti'!'$ 
In R¥t )'Wt\ or tnOI'4I 
~ctw!rgu 

Compcrry 
and S'<ltwdllifiQS 

1980 ' ~ f'\ ~ 

Em l '• 

22.7 
<44..5 
1U 
(13.0) 

,_....,, .. _ .. 
67.$ 

;,__~ ............... 

~ 

19S6 ''liM 
Bm ("' 

1S G '!, ~) 
<41.e 11' 

-.a.e ''·. , 
{12.Gt ' ' •·t, --- ---eu I, 

,.,.,~ ·-~~~-

~~i~~. 
•1,'', 

:\ 
" 

;!" ' 
' .. ~,~ 

., 

·,: 
r,,, 

' 

t 

J • 



Lease 
commitments 

(continued) 

Capital 
commitments 

Company 
lind l'llbeldlllriOII ~ 

1985 • 1St 1'9Bi 198<1 
fm tm em r .... ~ 

Comrrntmeots under operating leases falmg 
due 
In one year or leas 28.2 .::&!:·. 5.G '9 Between one and two years 25.8 21 : 2.7 42 Between two and tmee years 25.0 ~9 t' 2.1 26 Between three and four years 24.4 ~ t.l (' 1A zo Between four and live years . 23.5 '!8;.? a .. a I 0 Later years 186.8 ,,:;. (j 4,9 3t! 

313.2 2£;94 16.0 21 5 

The majority or the operat1ng lease commitments shown abo¥e, 1a;g~tt001' WltQ ~ 
finance lease commitments. relate to CIVil aircraft sold lo lestOrs end louDC.f back 'lllil 
the Company or 1ts subsidl3ries These commitmentlt efe bi'Oadly N·tol:l&d ·av ·~ 
due under sub-leases of the a1rcraft to customers whloh range for pe.rloda .~rom 5 ·tG 
12 years. The m1mmum future sub-lease ren.tals reoelvable a!t&r 31111'0.0.bltr. 
1985 are as follows: 

In one year or less ..... 
Between one and two years 
Between two and three years 
Between three .and four years .... ,. 
Between lour and five years 
Later years 

Capf.atl expen<illt.'«~ oo! provided 1M rn 
the accounts 
Fwm ardors 
Approved j;):JI not ordered 

Compar"Y 
BOd sut1etdistlt141 --
1985 ~~ 

Em r·· 

28.5 ,, . 
' . 

14.1 ~~- b ......._,__ 
4lUI II' ·'· 

1'985 
fm 

26.!3 
26.4 
26.4 
25;3 
24~3 

1'97.1 

-
19'80 

£in 

27.1 
1U 

oiiU --

I Mot 
[m 

2CO 
20.0 
zgo 
.;:-;)0 
tiP 

1flo 7 --

~· 

191\11 
E-

,,...,,r 

.. --
lH' ·~ 

~ ...... ~ 



f.JIOO IIIICI buoldongS 
F.,...._ .-... 

Plenl lot ... .. .. 
Long Sh<.VI awl .00 -· Fixed assets fi'Whe*l JM...ootd loaMh<.lld meoho<tory ~~ 

-tangible assets tm tm (m (m tm llra -tat 
Company and 
subsidiaries .,_,,_,. ___ 
Cor.t or valuation 
At 1st Jenoory. 1985. 300.0 87 2.8 2356 710 2(1).4 

Exchs~)e adjustment . (0 1} (0.1) (0.7) (4.2) 

ReclassihcahoM 4.6 8.6 0;8 
".''/ (1·4lllla 

Adjustment to valuation 
:tll(plus 54 
Addtttons 90 0.1 0.1 39.4 19.6 23.71 
O.sposa!s (0.2) (0.7l (6.8) --
At 31st December, 1985 318.7 8.8 2.8 282.2 80.4 

Depreciation 
At 1st January, 1985 .... 0.3 100.3 35.4 
Exchange adjustment (0.1) (0.3) (2.$1 
Charge for the year 9.4 0.3 02 35.5 10.8 
Dtsposais. (0.5) (4.7) 

At 31st December, 1985 94 0.3 0.4 135.0 39.2 )! -- - --'·-
-1 

Net book value -
At 31st December 1985 3093 85 2.4 147.2 412 --
At J•sr llc,:cmbt:r 19tJ.1 3000 R7 25 135 3 .Jw. - -- --
company 

....... ~ '~-·. 
- ·-·~·-----~ -·--... ·-~· 

Cost or valuation 
At lsi January, 1S85 ., 299.5 8.7 2.3 233.'5 50.3 
Recrassificallons ,. . ' 4.6 8.6 u ,., 
Adjustment to valuatio~J 
surplus 5.4 
Addll!ons 5.1 0.1 01 393 154 fm.1 
D~posats {0.2) (()1.6) (3.1) - ·-· 
At .. Hst December, 1985 314.4 8.8 2.4 280.8 634 

Oepreciatlon 
AI 1st Jalll.l'll!y. 1985 9taS 24.1 
Ctwga for the ytM!r 94 03 OJ $5.4 t!7 
Oltpo$816 (0 !>j ~;&) -·- ---
At 31$1 December 1000 ll4 03 01 134 4 $02 - --
Not buok lraltie ·- ~·· At 31at O.Cmnb61; 198:5 3050 ss 23 1484 3U Sit - - ............... .. ~~ I _," .. l' '• ~ . r, . '!: ·~ ~r:. ~ •, ... l ¥' ' ~ \..l I·. ?f / -·- - .. ri'l" ~ ' 



Fixed assets 
-tangible assets 

(continued) 

Fixed assets 
-investments 

The UK land and bwk! f h mgs o t e Company were valued at 31¥t DecGmb« 1004 open market bas1s. other tang:ble fixt.ed usels mckld , · · 1M 11111 

land and buildmgs, are mcllKled at cost · · 
1
ng UbilllqUOOI•d<:lltlOM to tJK 

The h1stonc cost o! land and bwlctmgs Ill as follows 
GompenyMd~ 

Long Short IM>o ..... Fr&ellOid leaaehc:WJ INMIIOid freeMicl ........ ~ £m tm £m £m t)r; 
Cost. .. 256.8 

tnt 
6.8 3.2 2523 ~.$ 

Depreciation. '"· 42.5 
e..s 

1.3 1.0 425 Ul (i).f 

Net book value 
At 31st December, 1985 ... 214.3 5.5 2.2. 209.8 5.5 2.1 

At :~~s1 DcD.crnh~~ t084 zoo ,) ~,4 2'' ·" 2CS5 5" 21 --

----·~~------------~------·---
T~e ~pe•ati11g subsidiaries, all of which were owned directly by Jne Compmfly, lll'ld thtt 
pnnc1pal related companies are as follows: 

Subsidiary compilnies 
British Aerospace (Insurance) Limlt<ld 
Co1.11ntry of incorporation and operation· England. 
Se'lf insurance for certain risks of the1 Company. 

ls11ued lthllftt 
oapt>tal 

£200,000 

British Aerospace (Insurance Brokers;\ Limited £Hl0 
Country of incorporation and operatir>n: England. 
Insurance broking service for Company and employees. 

Bntish Aerospace Australia Limited A$4,000;000 
Country of incc-rporation and operation: Australia. 
Manufacturl::r of electronic systems. 

Bntish Scandinavian Aviation Jll.J SKr 50 .COO 
Country of incorporation and operation: Swedtm. Agency, 

Butish Aerospace (Holdings) Inc. US$4,700,000 
Country of incorporation and operation: Unil'ed State6 ol 
America. Marketmg and support activities. 

Re~ated companies. 
Societe Europ00n6 de ProdiJCtion de I'Ailon EGIIf SA FF2SO,tl00 
Country of tnCDrpora!Ton and cpMa!Km FranCIJ 
Co·orcboohng the Ja9~r prograr,·ms 

Pat!Avm Alrcnlff GmbH ~ OOO.OIXI 
Coull flY ol lflCorporatfOfl Md OfJI'I'JIII0/1 F«<i'lfl!l t~"{Nbbtc 
of Gtlrnwny Mei'IEI!J1119 lh& lbrnedo proqrernme 
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Fixed assets 
-investments 

(continued) 

Groupements 
d'Interet 

Economique 

Aaltd - ~ 

l:m l:m 

Cost 
AI l st Janoory. 1985 . 86 08 
Exchange BdJUStment., . (1 7) 
N111 addltiOOS. . ... 91 0.3 

At 31st Decembef. 1985 160 11 

Retained profits 
Share of post acqU<S•tion 
reserves at 
1st January. 1985 .•• 2.0 
Share of retained profits 
!Of the year-~-· '"" . • • 0.9 

2.9 

Loans to subsidiaries 
At 1st Januar}; 1985. .••• 

At 31st December, 1985 

Lc>ans from 
subsidiaries 
At 1st January. 1985 and 
31st December, 1985 ...... 

Net book value 
At31st0ecembe~ 1985 160 ·. 4.0 ----
At ~~!r;t 0< ~ •:,r~hr1' :'19.4 Sti 28 

l:m 

94 
(1.7) 
94 

17.1 

2.0 

0.9 

2.9 

20.0 

1H 

--
tm 

<!32-B 
(6.6) 
23 

228.5 

8.1; . 
13:1 

(186.9J 

54.7 

su 

8.6 0.1 
(17) 
tl1 

16.0 t.1 

\\_ __ 
--

Included in fixed assets- investments is the Company's InterS$\ 11'1 Aoll•lrlldlr.tj · 
whose assets comprise loans to the Company totaUing £~8€i,9mlll!on whloi:J ''lit a¥ii:li)liil 
against the cost of the Company's investment 

At 31st December, 1985 the Company had Interes-ts In ih~ee Gr:i!llllf>8A:~Miil d"~li! 
Economique ('G!Es'} as follows: 
Alrbua lndus-trle .. .. _ .. _ -~ 
Euroml$'41!o Dynamics GfOUP .. -..... _ ---~ 
Sa team lrtlatOI.>\IQf)BL . . . • . .• .... . R 
AGe tS n.'l orgGn~taron lllOOYpomt~li•Jnd~J~ French law wtlh ~Jtl'i.t-·lt:T-11<~"-~at'!-
11 hila wtam ~lkl41 wi!h a par!Jimvhp forl'l'le<j ~~ E~• ~~»- &flt,.~J'Il ." 
22 on page 58) The ICOOUil~ing palicy re-flil\~ Ia A·~~ loo~'ilil/ili .. sf4CtM if, fl(!,\' t 
011~44 



Stocks 
Company 

and subetd!Me$ ~ 
-~ 

1985 "rKt 1'985 T9!W 

Raw materials and consumables. . . 
£m ~ , v brr (m 

'll_'ork in progress. ·~ .... ,. . . . . .... ... .-. .. 
67.1 ;,:i 4 67.1 !.SJ 

568.7 ! C,.j. BIU.4 457& 
A!r?us work in progress and parti...tpallon . 195.6 lib~. 195.6 2188 Ftmshed goods and goods for resale . . . 71.6 778 aa.o :J)2 
Payments on account to suppliers. 4.6 ~t' 4.6 :HI 

907.6 800>. 851.7 1313 
·-···--

Unamorti8,.~j Jr?.Unt~!J~··~r.· ~osl:·· •. 
D<>si~n and clt:!·:e'opnenL.~ .. -... . "" ... 69.8 16" 00.8 164 
Jtgs anc! tools ....................................................... 105.6 ?!J.J 105.6 713 
Education.-.................................... "" ...... , ....... 11uA 121 6 11:6.4 

~~ 

lii-~ 
Less: launch aid receivable .......... "' ........... :·. (109.1) 1204> {109.1) 12041 ---·-·-·-- ··--·---~-

182.7 :95 g. 118~7 liiS!) -- __ ., 
--

1,090.3 1 0767 1,f-,;)0.4 1.0Z7 z 

Stocks are shown net of progress payments received amounting to e£161. 1 m!lllol:l 
! 19(M l!kl:; .·1 • ·,''I' 0n 1 for the Company and its subsl.tliaries, aRd £954.6 m!Hion t tCJitM 
:.:lfl8? m:l!:o:•• for.the Company only. 

The balance on Airbus lndustrie accoun'l is inclv,ded above in accordartoo wit,l;i ·lhlo 
accounting policy set out in note 1 on page 44. 

Unamortised launching costs, which relate to civil aircraft programm~M wllh JoAg 
production cycles, are expected to be realised ovar a number of y&afa. ln aoooc.$~ 
with normal practice in the aerospace indiJs~ jigs and tools are inoluded wllhlo 
stocks. "''"~ 

HM Government has agreed to provide. up to £250 ml!Oon launr l, a!d for Bl'ltl$1'1 
Aerospace's contribution to the A320 project. As part of lhe.SllilrNJ.ngomenls, &111$1; '\ 
Aerospace has agreed to make to HM Government paymoots ll~gregalll:lg £$G tnlb' 
over the three years 1990 to 1992 tmd to pay levies -.in A::\20 $1110$, wtllcll are ~lfl"'" 
to recover HM Government's launtch aid together v.i.th a r&turn !Mfeoo .!A .~M¢4 
with the accounting policy set out in note 1 on pages 43 and 44, laui'IOh~i:g casts Sf& 
being carried forward and will be amortised when delivctias ccn;IIMI)Ct, S!~ t1111111t 
been reduced by the launch ald carried forw•ard. The peymeots tG HM ~ 
of £50 mil'ion referred to above. will be dooucted from tla launoh aid GI!IMd f~; 
the levies Will be deducted both from the laUfloh aid carnoo lorwafd lll'ld ~OM·~ 
as appropriate, when the relevant ®liVeries are mede 



Debtors 

Current assets 
--investments 

Amounts falling d11e within on~ yettf' 
Trade debtws . . 
AtllOUIIt:S owed by eubsldraoes ..• " 
Amounts owed by related compames ...•.. 
Otht>r debtors 
Prepayments and accrued rr.co;r~a '· 

A:rnounts falling due 
after more than one year 
Trada debtors .... 
OU1er debtors ........ --•"•' ._,,-
Advance corporation tax recoverable ........... 

;,j 

/i 

' .. 
Govemment securitiP.s 
Fr~ interest 
Index hr~ed . . . 

Local authonty bolids arid mortgages. 
Other deposrts . ,, .. 

Company 
and su!>.!lidtmleG ·-
1985 ,,~ 

£m [.rn 

308.9 2%b 

0.2 
40:3 7b0 
41.3 :U9 

_,,..,_,_ ·'"~'-' 

39Ci.7 <1005 
-·- _,_ .. _ 

-, :. 

2ll.B -480 
2~.1 1 1 
5.7 

--~--..• 
59.6 491 .... _. ____ , 

450.3 4555 -----
Company 

and s·ubsldiaries ---
19as 1~ 

£m l:m 

120.1 1033 
23.2 21,:'!, 

. 12.2 11.2 
370.5 ;>tO B 

526.0 3-466 --

~I'll)' 

HISS 1984 
£m rm 

2S3.5 21158 
16.6 119 

!il,? 
37;8 na 
39.8 324:. -·-·- __ ...,. 

388.1 .tlOI 
-~~· 

28.8 480 
3.4 Cll 
5.7 __ ... l-, 

37.9 .. .• 
--...-;;-

426.0 •o 

•Pom!i)i!I~Y --1985 tiM 
ern r. 

12!il.1 10\J.I•,. 
2!3.2 215 
12.2 . 1U' 

Sf:l$.6 1010 --
521,1 >1~0 

-.~-

F1Xetlll1l.~:est GCI-lf·rrunen·l S9CUI'rhes are s·ta!ed lit oost - rnarkel¥a1JJtt £121 ,a ~ 
: .;.,., ; ., · • r· 1''···' • Index llnklld Gov~rnment $80lll'il~ arC~ !i~·led all fTiallw.l 

value-COlt ~21 Griiiii!Oil .. ''..P.·l :: ,,,. ""'!"'"··· , 





Creditors 
((nntinuedl 

Contingent 
liabilities 

Civil aircraft 
financing 

-
Campen~ 

&TtU SllbiW:lfanes Company _ _,_ 
1985 . '~~'~ 1985 1 :!!14 

£m ~ ~ ' £m \.I' 

Creditors falling due after one year 
Advances 09 ' . I' 0.9 ! (I 

liad~ r:redilors . 25.0 ~ ~, 35.0 :no 
Other creditOr$ .. 0.5 ,• ':: ,fl 0.5 20& 
Accruals and deferred income . 6.6 4 1 1.8 2 1 -

43.0 U:J :, 35.2 nt5 

Advances, represent de!X'~its receivod und receivable in advance of work oarned out 
and are daducted from work in progress as costs are incurred. 

Contingent liabilities of £10 million t 1984 £11 million~ relating to sales of olVfl airoraU .. 
exist 1n respect of both gu::uantees and residual credit risk on supplier credit 
agreements entered into under Export Credits Guarantee Department arrangeAteR.ts. 

The Company has. with other co,:<Jpanies, given joint and severalindemnltle$, wltll 
liability limited in the aggregate to some £22 milliqn 11984 £-=!1 mtlhon). in ooRneotlam 
with certain overseas collaborative oontrac:ts; each party wlfl indemnify the ot!;lar 
where a liability arises due !o its default. 

As a memoer of Groupements d'lnterlll Ec:onomiqua fGIEs} the Company is jolntl;y· 
and severally liable w1th the other membBJrs to third partie:. for t:he debt.& and 
obligations or those GIEs, subjec.t to recourse dmongst the members in a100011danoe 
with the terms of the mernbe.rship agreements. 

In addition, contingent Jiabilitles·.exist in respect of claims related to prodOJQte, ::l\U:;ouijiii 
in the opinion of the Board no rnaterialloss is li~ely to b<. incurred as a result of any 
of these cla1ms 

--------------------------~---With the exception of progress pe-/::amts receivoo in advance of deliVery, the ~m.mt 
for civil aircraft is norrnally on delivery of the aircraft to the customer. However, arS.t8 
for ciVIl aircraft are frequenUy subJect to the arrangement of finance (lnoludiAg leaH 
finance) on extended terms, prov11ied either by the manufacturer or by tl<tlrd ptll1lsa 
(where the terms may Involve recourse to the manufacturer in certain olrcullla'liai'ICGia). 
In addition to tis own CIVil aircraft projects, British Aerospa.:e has obligsiiOils in rela:~ 
to tran$actlorts entered tnto by Airbus lndustrie. 

At 31st December 1985 the total amount of customer dsbt, lease oommllirlellls IUWif 
third part}' moourae in resf)!K:t of OtVtl alrC.';lf! salliJa, inoiLJdlng Brllwh Aei'Qflpaoe's 
&hare of AlrbwlnduatM transaottons, after deductino prOVIS!Ona Imide and thft 
esbrnatad reefttabfe value of the u:'!dCiffy1ng security (gan$'ally Ji'let r!lli!.ted Alrotl!f·l}. 
v~as £167 mtJhon ' ·•· .: • · • ·. · Thta fJgUre lnolud•a 1:111 te~~~~N ~ltKiltl4a 
thown ll't note 12 and the contlno-nt lisbtltltes mown1n note 22 Of the tolal ~ 
o4 Ll67 !'l'l!lkon. thte& 81(flfle CUSIO!TIOI'$ SOOOUI'I! ft;)t ilpPfOXIrila·~ $()% 



Provisions for 
liabilities and 

charges 

Deferred 
taxation 

l>rm~IOOS 
.:.r· i ,,m,lar Other 
obllgahons p~c 

Company and subsidiaries 
At 1st January, 1985 ............... . 
Exchange adjustment.. ................. :::::: · ·· ·· .... · · 
Expenditure charged agairst provi;1;~~....... ..... · · 
Provisions created..... · ....................... · .. 

....... _ ... ,.,.,. ..... ,.*'""''"'"""''''''"'- ........ .,_,_, .... ''"'" 

At 31st December, 198S .................................... .. 

Company 
At 1st J.anuary; 1985 ............................................. _ ............................... . 
~xp~n.dtture cha;ged against provisions.-............................. .. 

rovts1ons created .................................................................................. __ 

At 31st December, 1985 .. - ................................................ _ .... __ _ 

Other provisions comprise: 

£m 

12.6 

(1.9) 

10.7 

12.6 
(1.9~ 

- ... 
10.7 

Company 
and subsidiaries 

1985 1984 
!!m £m 

. Product and contract provisions ...... ___ ........ _.. 176.8 1864 
Other ............................................................ , .......... -.................. 10.2 26 ---

187.0 18Q 0 ---

189.() 
~ 

(1'1'1.$~ 
9..3 

187.0 

1'13'1.1 
(10.;8\} 
12.2 

1'88.0 

--

·~i91fJI. 
~--·' 

ttiS~;.'J' 
.-----·=:-~ 

CGmp;~· 
---·'7~ .. 

Hl!l5 
£1m 

176;8 
9;.,7 

... 
··r.m• 
mu 
'us 

1•ae;,o 11 ''"" .......... ~ 

------~~---~ - ~. 
The components ofdeferred la.Y.ation calco:lated at 3!t1!. n9!1<4 35.,·)1.1111!1 a!\ f~:: 

Accelerated capital allowances and othe: 
timing differences.... .... ... .. . .. ......... . 
Unrealised gains on fixed assets ..... . 
Advat.:;.e corporation tax recoverable ... . 

Fun potMtltct · 
l!abilty 

1985 
£m 

51.1 
56.2 

(24.5) 
........ -

,.,. 9 

5iti 
JJ(.:· --

~111I11 
·~ 

~-·----
1985 

£1m 

5,.9 

(1·0.1) 

,5.1) 

The excess of aovanoe oorpora1ton ISl\ reooverabfllf ''~'~II( Itt$ ~ fot ~ 
taxahon, £57 mrlliOn, is tncluded wtlhin dttbtors ('!Ott 1b. 

• 
,J 

·~ 



Share capital 

110 

On 29th Apnl. 1985 the authonsed share capital was mcroosed from £115.000.000~ 
£150.000.001 by the creat1on of 70.000.000 new ordmary shares of SOp each al'ld a 
special share of £1 The special share may only be held by HM Government 

The 1ssue of new shares co1nc1ded with HM Government's sale of 48 43 per oen;t o1 
the Company's existing issued ordinary share cap1tal. The net proceeds wlH be ueed 
for the longer term development of the Company's business 

Special share 
of £1 

Authorised 
At 1st Januaf)\ 1985 ... 
Creation of new shares ........ . 1 

At 31st December, 1985. 

Issued and fully paid 
AI 1st January, 1985 ..................... . 
Issue of new shares ........................ .. 1 
Exercise of options under 
the SAYE Sche.~e ...................... .. 

At 31st December, 1985.. .. ...... .. 

Ord1nary shares 
of50p 

230,000,000 
70,000,000 

300,000,000 

200,003,125 
50,000,000 

16,622 

250,019,747 

Nom•nal Wllue 
~I'll 

us.0 
&iJ@ 

150lCl 

. ,. '~ r!), 
Under the SA YE Share Opt1on Scheme for empl~:>yees, options !o purchase ordil'lar:r· . 
shares of SOp each are exercisable norm:;~lly on completion of the related five yoor 
savings contracts. The number of options exercised (in accordance wllh t11s ~u'..ss 
of the Scheme) and outstanding <it 31st December, 1985, together with their 9*ei!Gis~. 
prices, were as follows: 

Granted 

1983 ..• 
1984 ....... . 
1985 ..... . 

Exercise price 

£2.00 
£2.08 
£3.80 

Exercised · 

19,747 

19,747 

OutstaOOlfilig. 

5,244,1${1 
640.74.$ 

1,006~'." 

U21.0615 

At 31st Decomber, 1985 opt1011s to purchase shares under the Brrtillll Aeree"pe:;a 
E.xecuhve Share Option Scheme were outstand1ng in respect of 1 ,025,820 Ofdli'WitV 
tnarea or 5(1p each at a subscnpllon pl'toe of £3 85 per share exaroi8nble f'IQI~ 
betwesn 19S9 and 1995. 



Share premium 
account 

Statutory 
reserve 

Other 
reserves 

Pension 
scheme 

----------------~--
At 1S' January. 1985 . 
Premium of £3 25 on 50,000,000 shares 
Expe11ses of issue 

At 31st December, 1985 

t,lm 
~6 

110f/;$ 
g8.1) --

2!l(,H} 

The t•alance of the former Go · 
1981 :of fully paid ordinary sha~!~n~~~~~~~e~tmen\ fo~~w~g the ISSue on 2nd Jttl<\tlely, 

3 of lhe British Aerospace Act 1980, was de~;~~te~ 'th r.v~m,men! undor ~!let:! 
accordance with Section 4 of the Act. This re as .a s a \~'lory ~VII hi1 . 
un~dss!;ed shares of the Company to be allotte~~em:~b:~ 0~::~~m· !~~,!! 
pat l:lonus shares. · ,.-" ..... '"""' 

Company and subsidiaries 
At 1sR January, 1985 ......... ., .......................... ., .. 
Prom for year ................................................ . 
Exctlange adjustment.. ..................... ·- ....... .. 
Depr·eciation on valuation surplus ....... .. 
Adjustment to valuation surplus ........... .. 

At 31:st December, 1985 ...... ., .............. ., ... .. 

Company 
Al1<,,l January, 1985....... . .................. . 
Profi! for year .... . . . . .. . .. . . ..... ... . ...... . 
Exchange adjustment............... .. ... . .... . .. 
Dep1r.eciatlon on valuation surplus ......... .. 
Adju;>;tment to valuation surplus ..... . 

At 3' st December, 1985 . 

Revaluation 
reserve 

£m 

976 

(1.2) 
5.4 

101.8 

97.6 

(1 2) 
5.4 

1-01.8 -

-- -· ~-

Capital Prof!lalad 
reserve '10se a.~ . 

£m Blill 

1·08.3 ~li•0 

108.3 

11'9.3 

11'9.3 

81$ 
{~.i'l 
U:l -

-

The> British Aerospace Pension Scheme ('the Schmrrnt') waaln~ ·en ~tb ·~ 
1979. An actuarial valuation of the Scheme as at 61h AprH, 1985 ~ tlila~ aoc:ttMiiill 
liabiJ..iocs were fully funded on a drscootrnuance be&'l$ and moo oo ·tmt ~Ill$ eif.~ 
sacu;rtty target then adopted by the Board and lh~· lrull~oo of tile ~f. ~
the lillluat10n, the Board and the trustee hmve app1'oveQ a htgfllllt' HOW!Ii'Y ·~.At, 
follo•wmg coneultahons wr!h member raprQ'NntatMN, lh4 Coq.)per!S' hlil'll ~ t 
number of improvements rn tPe benefrts provided by 1111.1 ~. ~~ ·fllilt ~ 
members and for pensiOners Nofwith<&landtf.lg tl\11 J~l1il!M ol ~ 
1mpr11wements the 11ctuaty has confrtmad ~oot elliot a~ 1111~ ~ • JVIy 
fundorld on a dutconttru~~~nca beS~s and aloo on tlla b!l:m altho nt»W ~ ~ 
targelt A further va!U1ltron of the Schftll'le Wll ba clll'nad OU: bll'lllh Alpll. 18 

\ 

t 

I 
i 
I 



Five Year Summary 
' 

1985 1984 1983 1982 1~1 
£m £m £m £m fm 

Profit & Lm;:-
llJrnoYer 2,647.7 2,487.9 2.3003 2.053::1 1;66Ul --
'lhldlng profit. t80.1 1662 112.0 112!} 95.1 

WunchnlQ costs (51.6) (511) (42.6) (49.2) (50.~ 
~- -- --

rJrofit before interest. '" --~, . ". ·' 128.5 115 1 69A 63.B 44.6 
~--~ Eli(-..~ 

Pfoflt before taxation ~tnd exceptional item"' .. 150.5 120.2 82.3 84} 70.6 

f!:..ceptlonat provision in re·spect of 
c•vil aircraft programmes . . . ~100.0) -· 
Taxation .... ,, ,, ,_ . ,,--_-, . (23.5) {12.2) (7 .8) (8.0~ --- --
Profli/(Los!l) after taxation 1:'!7.0 108.0 82.~ (:!3.1) $2,jS --
Capital Employed 

Fixed assets .. 558.'1 513.9 302.5 379.4 3.,";0.3 
--- --

Net current assets 
Stocks . 1.oeo.3 1,076.7 9681 791.9 100.7 
Crecillors less debtors, !593.1) (488.5) (372.0) (355.{\) (309;8~ 
LiqUid as~ls less overdrafts . ,_, .. ·"" -- 636.1 3899 275.2 245.1 1·82.8 --

1,133.3 978.1 671.3 $1.4 579.5 --- ---
ProVISIOO$ and long term cred1tors (240.7) (265.1) {265.3) (184.6) (126.2) --- --
Assets employed '1,451.3 1.226.9 998.5 896.2 7836 
l.oan6 (265.1) (308.3) (259.4) !2220) ('(,U$g ·. 

Share~olders' funds. 1,186.2 918 6 7391 674.2 719.8 --
Other .Financial Inforlnation 

Capital a"pendllut'e 98.8 763 IH a st.., Q7 -- --Depre~;:!atlon 56.2 $42 465 369 95 - -~·-
._..._,.. 

Orden f(JCelved ?.,979.9 23tH :1 291'109 2:laa 9 2Pfti.C ........._ _..,_ 



Shareholder Information 
Financial ralE:'ndar 
Ftnanetal year end 
Sixth Annual General Meehng 
1985 final dtvtdend payable 
1986 mtenm results announcement 
1985tnlerim diVIdend payable .. 
1986 full year results· prelimmary announcement 

report and accounts. 
1986 final dtvtdend payable 

31st December 
13!h May, 1986 
3rd June, 1986 

Sept<tlf•lx:i, 1900 
November. 1986 

March, 1987 
Apnl, 1987 
June. 1987 

Analysis of ordinary !'h:we register at 31st December. 1985 

..... ~.f''X,~1·f.:t 

Number %of total 

a., category of shareholder 
lndtvtdual holders 

Mae ... 87,104 63.81 
Female. .. 31,224 22.87 
Joint accounts . 11,718 8.58 

130,046 9526 
Banks (includtng clients' ac.counts) . 2,039 1.50 
Nominee companies •.. 2,296 1.68 
Insurance companies. .. .. . 358 0.26 
Penston funds 364 0.27 
limited companies ..... 1.167 0.86 
Other corporate bodtes (colleges. schools, 
councils, etc.) ... 233 017 

136,503 10000 
Trustees of Employee Share ownership Scheme 2 

136,505 100.00 

By size of holding 
1-99 20,206 14.81 
100-499 103,193 7560 
500-999 6,906 506 
l,OQ0-4.999 4,697 344 
s.ooo-9.999 366 027 
10,0()0-49.999 565 0-41 
50.000-99.999 207 015 
IOO,OQ0-999.999 318 023 
1.000.000 and over 45 003 

138503 10000 
lii.J$I8es ol Employee Share Ownership Scheme 2 

136,505 100.00 

--
Ordmary sha!!t.l of SOp !Mleh 

Number "4 oltolal 

16595.556 664 
6,695,826 ~00 
3.500.563 140 

26,799.965 1072 
37 .a~-:1.826 15.14 
24,797,559 992 
44,243,355 17 70 

102,480,224 4099 
4.910,880 19(; 

5,689.938 22T 

246.775.747 0070 
3,244,000 130 

250,019,747 100.00 

982S52 030 
15.942,449 636 
4,643.626 18e 
7.612,216 3().( 
2350.500 094 

13.0734•M S23 
13973263 5.59 
85 416 ,2(1{\ ~ HS 

102.780.97-4 Jl1'11 
'---·~·--

246715 7-47 Mro 
3.2<44 000 130 _. 

~,019,747 1'00.00 -
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Notice of Meeting 
-------------------------------------=--~~---·------Tuesday J 3th i.\tny, 1986 nt '!'he Royal At-ronnulicnl Society, 4 Hamilton Pl~ce, LQnrlon WI 

NOTICE IS HEREBY GIVEN that the s"th Annua'l General 
'•~'"':! "' R•:I•SI' Aerospace Put>!1C L1m1!l>d Company w1ll he 
held <~I The Ro~al Aeronautical ~1etr 4 H,.,..,t ,:> f!a~[' 
london WI 01'1 Tuesday 13th Milr 1986 at 3 Wpm for the 
purpose of tran~~~l•"9 the lollow1ng husrness 

A!> routine business 

I to recewc afld aoopt the accounts of the ComfJ<!ny for the 
year endt.'>d 31st December 1985 and the reports of the 
DlrectO<s and aud1tars thereon .. 

2 I:> de<:tare a d1wdend 

3 •o re elect the D1rectors who rchre by rotat1on at this Annual 
GliDer at Meeting m arcordance wilh the Company· s Arllcles 
of Assotoahon 

4 to re appo10t Messrs Peat Marwick M1tchell & Co as 
a.Ki1•ms of tho~ Company 

5 to 8tJ!hor1se the 01rectors t~ determ1ne the remunerct1on 
ol too aud1t015 and 

As ·spaci::! b!l~!nRss 
S to cons1der and 11 thought ht. to p<s•ss til~ follow1ng 

resolutiOf'l v.h1ch woll be proposed as d SPECIAL 
RESOLUTION 

•THI'il 

,at The Directors be gl·~erally authorrsed pursuant to and m 
. ~r.cordance W1th Sechon 80 of the Companies Act 1985 to 
exercise for the penod end1ng on the date of the next 
Annual General Mecllng or on 31st May, 1987. wh1chever 
15 the earlier. all the powers or the Company to allot and 
to mal<e offers or agreements to allot relevant secunties 
up to an aggregate nomir.al amount of £24,985,268 
provided that equ!ly secunties allotted or offered or agreed 
to be aHoUed whollt for cash otherw1se than in connechon 
w1th a r~ghls 1ssue shall not e•cer.::l !he aggregate nominat 
amount or £7 .. 500.000 

lhl The Directors be empowered to allot and to make elfers 
m ag<eements to allot equity secunhes purvant to and 
duriOg the periOd or the sa1d authonty as 1f Sccrwn r::~H 
or the sard Act dtd t10t apply to ant such a1Jotm!ml, 

lc< The said author1ty ard the said power shall <Jllow a,ld 
enable the Dtrectors to make oilers 01 agreements whrch 
worJid 01 m~r)ht reqwre the ma~1ng of allc~menls afler !Me 
E::xpr i' of the !:aid fJC'tod aoo 

l'l·; FcJr me rurposes ol tt"o Rc~olutton 
~~1 ·r~:tls ISSue" me.an:; an offct cf s~unhes open for 
~r.eplailae l'lf a pt'!tlixJ t.xed bi the ();rectors lo holders 
of o<clrn;.r:r· SN<cs on !he rcg1ster en a f"cd record date 
10 !-'~.)1!1?0 !o thc•r !hen ho:drngs of such shares (but 
subjef;l lo such I'<ChJ~•ons 01 other arrangements as the 
f)t!ecfo<s N'f de<~• necessar.r or l'•t'Cd•eot '" relahon to 
f<iKhONl e<•htlements 01 legal t'< ptil{:!Kal problems onder 
thi' lAws ol (# 1'·1' teQUI<e!1l!:n!o of anr re<:ogtnsM 
rr~J·•~I~i I<Jdt lll iltli s!(}ll< ~nh.ln'l<' m an1 rerr.l;',r,·: 
ilr~t 
''f.J "'&u1s ru~d f."•tJ<'cs~)IOrL~' ~K~r,n~-<1 ,n m ~{,f ~t1c puffK)'•t·!; 
o! l'atfl'l <Jl IIY~ C<:.mllll<l!f'5 Ar! 1911'; hf•Jr !t11J r.il!lHI 
~an~~-

fl, ou~,r ol rt.e floa!il 

B. Cookson 

Dlrecto" for re·clectlon 
11 ma7 be helpful to sharcholder3 to have •he 11>1~'""''1 Jr.fO<mei!On 
~tx1ut those momtJCrs of the Board who ret•e at the .&.rOUIII ~ 
Meeting who, be1ng c1191DiC v1wr ~hert~!::"'h:P~ k~ re clochcm 

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

Mr Gladwon IS Rcgl0031 s~rctary iSouthernl ot the General~ 
Borlermakcrs !I Athed Trades Un100 and a Botlfd memiJ<!l ol tt>G l"e$t 
OII1CO He was appo1nled a oart,llme Board member olll<rt.h 
Acrospa"e 1n 1977 and a non·execut1ve Duector of the Company 10 
1931 He IS a9ed 55 

Mr. H. Metcatfa, O.B.E. 

Wr Metcalle JOined the Br.stol Aeroplane Company 10 1951 Allor 11 
number of miSSile des1gn and proJect respon51blhlles h<l bGcamt 
Oynam1cs Group D11eclvr. Naval Weapons in 1978 ~nd. following 'fwo 
successtvC' appomtm~nts as a OIVISIOr nl Mana91ng Duecl04", ho Wll 

appotnled Ch1ef Ex'lCUIIVe ol the Dyn•m1c' Group and a O.or:lt.lr Ill 
the Company rn 1982 and was appointed Deputy Ch>el ExscuiJYO 
(Operations) of the Company on 1st January, 1986 Mr !Mtc&lill 1C 11M · 
a D11ector of 6rrt1sh Aerospace Austraha L1m1led and Voc& C'.lullrmllil · 
of Arab Bn11sh Dynam1cs Company He IS aged 5i 

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

Mr Yates 101ned English F1ectnc 1n 1950 Alter a number of !TIIillary 
Mcralt prOJect rospens1b1ht1eS, he became Manag1ng 01rftelot olllle , 
Warton DIVISIOn 1n 1978 He waa appo1nted D~rector of EngmiiOr"'!! 
and Pro1ect Assessment of I he A~rcr~fl Group 1n 1981, Chcef ExciOII!lil!, 
of the AI!Clait Group and. DlfeCIOr or the Company In 1982 and wa•' . 
appomted Depu•. Choof Execullve (Eng1neonog) or I he Company"" 
lsi January. 1986 Mr Yates ts also 11 Otri!Ctor of 8nt1sh Aaoroepaeo 
Inc , Chauman of Panav1a Alfcralt GmbH and a DHeclor of Sopooat 
SA He IS aged 56 

Notes 
I ProXIes 
A member ent1tled to all end and vc,te at the Meellng lrn!y appoont 
one or more prox1es to ~llend and,. on a poll •o vote 10staad or hom 
or her A proxy need nQI be a member of the :;omP"ny A lorm of 
proxy IS enclosed lodgement ol a form of prexy Will not p<oclllde a 
member from attend1ng and vo1tng 10 peroon at the lvlec!hng 11 . 
::~t:c-:-:• .... ..-.11/ 1~ mfctnhf!r ts lJble lo attt'!nd Sol~l to the PfO'IIMt'l 
for proxres, only leg1stered ~t1areholdors of the Gonltlllr>y .,.,..,,llllfd 
tv aUeod and vote at the Mttehng 

2 lJocuments tv. HJSJ}(!('fh ~ 
The follow•fl!l w•U be av811ablc for rrtspe~hon dot11'1tJ normal !..
hours at ~he Cnmoarw s reg!s!ercd ,u.c~ ,n..rn lth!i deJe l)lt!Jf 1M t" 
..,, tt< ..... , t..-kn!:r-.'~ .erwt o\t tho~ Ill~"::~ of aw-.• 1wk~hng 1~tYn 2 4S p rn ~ 
\.15 (OOt!bS~ 

~~~ It~ rf!g~siN of Ducu,_~~s mte~ttsts m fi"JC -,h,ar(' ~ ~ ~ 
C:omp;,n; 

111~ Cfl{~s of tW.~ ~Jtr~uc-rs ~or~ttw:J~ of M!r .. "'.',e 



Plii"!ltV/IPh:l on 1t1Mf6 ,,w (! 'WPt' ll1d f!1trJtt t:! ~-Arttr.¥· ~ 1'11t)l•~-ti+S 4..11"1 ,..,JII.:.t r, tot,.,.,t 1~ ~~~~,- .(· .• ~~• 

~IIPI'•"'J"'91'i'J /rrC""'JM ,....,.., i>holt>frii/Jf'm-~ l,. 81<••~~<•1i'WI•·" ~"•'"''"I"'" 
Nhlltlf}f.tfJh. 01. ~ NcJr (O'VfW tt1~ 1mi1fJ1 ,p, 1"7\f '!<.!fr 1· ~ 

l'trllr.:! trr Th<l f!Mfi-PII'rtllfMl!l (lrtJup t~•INV' ,.,,,,•dlt>'! o; !' ,• • .., 



Tanth Birthday t:ongratulation'll fKr1 CclliQGJrde 

Concordl!l c.kibn/11!1 10 YIHir6 of P/16Hrlf}Sf ltrVI(:tt fn J'III'H!NJry. 1'9116 The llif'Mift IS IIHtl hn 
0/'IMing PI Mach 2, 
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