cial statements

Finan:

Rolls-Royce plc | Annual report 2008

Company financial statements
December 31, 2008

84



Company balance sheet
At December 31, 2008

85

2008 2007
Notes £m £m
Fixed assets
Intangible assets 3 546 410
Tangible assets 4 1,029 1041
Investments — subsidiary undertakings 5 1,647 1807
Investments — joint ventures 5 71 78
Investments — other 5 46 79
3,339 3415
Current assets
Stocks 6 1,328 1302
Debtors —amounts falling due within one year 7 2,476 1997
Debtors —amounts falling due after one year 7 1,433 353
Other financial assets 10 693 531
Post-retirement scheme surpluses 13 664 149
Short-term deposits 1,456 316
Cash at bank and in hand 554 941
Assets held for resale 9 —
8,613 5589
Creditors —amounts falling due within one year
Borrowings 8 (637) (352)
Other financial liabilities 10 (2,535) (172)
Other creditors 9 (5,896) (5,061)
Net current assets (455) 4
Total assets less current liabilities 2,884 3419
Creditors —amounts falling due after one year
Borrowings 8 (1,319) (2,003
Other financial liabilities 10 (310) (301)
Other creditors 9 (792) (422)
Provisions for liabilities and charges 11 (100) (60)
Post-retirement scheme deficits 13 (32) (21)
331 1612
Capital and reserves
Called-up share capital 14 326 326
Share premium account 15 631 631
Revaluation reserve 15 51 71
Transition hedging reserve 15 20 76
Other reserves 15 167 167
Profit and loss account 15 (864) 341
331 1612

The financial statements on pages 85 to 103 were approved by the Board on February 11, 2009 and signed on its behalf by:

Simon Robertson Andrew Shilston
Chairman Finance Director
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2008 2007
£m £m
Profit attributable to the shareholders of Rolls-Royce plc (1,656) 293
Net actuarial gains 1,040 466
Movement in unrecognised post-retirement surplus (453) (113)
Movement in fair value of available for sale assets (8) (28)
Related tax movements (163) (104)
Total recognised gains relating to the year (1,240) 514
age 4= . y
Reconciliation of movements in shareholders’funds
For the year ended December 31, 2008
2008 2007
£m £m
AtJanuary 1 1,612 1184
Total recognised gains for the year (1,240) 514
Transfer from transition hedging reserve (78) (149)
Share-based payment adjustments 15 16
Related tax movements 22 47
At December 31 331 1612




Notes to the Company financial statements

1 Significant accounting policies

Basis of accounting

The financial statements have been prepared in accordance with applicable UK
Accounting Standards on the historical cost basis, modified to include the
revaluation of land and buildings.

As permitted by section 230 of the Companies Act 1985, a separate profit
and loss account for the Company has not been included in these financial
statements.

As permitted by the audit fee disclosure regulations, disclosure of non-audit
fee information is not included in respect of the Company. As permitted by FRS 1
Cash flow statements, no cash flow statement for the Company has been
included.

Revenue recognition
Revenues comprise sales to external customers after discounts, and excluding
value added tax.

Sales of products are recognised when the significant risks and rewards of
ownership of the goods are transferred to the customer, the sales price agreed
and the receipt of payment can be assured.

Sales of services and long-term contracts are recognised when the outcome of
the transaction can be reliably estimated. Revenue is recognised by reference to
the stage of completion based on services performed to date as a percentage of
the total contractual obligation. The assessment of the stage of completion is
dependent on the nature of the contract, but will generally be based on: costs
incurred to the extent these relate to services performed up to the reporting date;
achievement of contractual milestones where appropriate; or flying hours or
equivalent for long-term aftermarket arrangements.

Linked sales of product and services are treated as a single long-term contract
where these components have been negotiated as a single commercial package
and are so closely interrelated that they do not operate independently of each
other and are considered to form a single project with an overall profit margin.
Revenue is recognised on the same basis as for other sales of products and
services as described above.

Full provision is made for any estimated losses to completion of contracts
having regard to the overall substance of the arrangements.

Progress payments received on long-term contracts, when greater than
recorded turnover, are deducted from the value of work in progress except to the
extent that payments on account exceed the value of work in progress on any
contract where the excess is included in creditors. The amount by which recorded
turnover of long-term contracts is in excess of payments on account is classified as
‘amounts recoverable on contracts'and is separately disclosed within debtors.

Government investment

Where a government or similar body invests in a development programme, the
Company treats such receipts as the sale of an interest in the programme.
Subsequent payments are royalty payments and are matched to related sales.

Government grants

Government grants are recognised in the income statement so as to match them
with the related expenses that they are intended to compensate. Where grants are
received in advance of the related expenses, they are included in the balance
sheet as deferred income. Non-monetary grants are recognised at fair value.
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Risk and revenue sharing partnerships (RRSPs)
From time-to-time, the Company enters into arrangements with partners who, in
return for a share in future programme revenues or profits, make cash payments
that are not refundable (except under certain remote circumstances). Cash sums
received, which reimburse the Company for past expenditure, are credited to
other operating income. The arrangements also require partners to undertake
development work and/or supply components for use in the programme at their
own expense. No accounting entries are recorded where partners undertake such
development work or where programme components are supplied by partners
because no obligation arises unless and until programme sales are made; instead,
payments to partners for their share in the programme are charged to cost of sales
as programme revenues arise

The Company has arrangements with partners who do not undertake
development work or supply parts. Such arrangements are considered to be
financial instruments as defined by FRS 25 Financial Instruments: Disclosure and
Presentation and are accounted for using the amortised cost method.

Research and development

The charge to the profit and loss account consists of research and development
expenditure incurred in the year, excluding known recoverable costs on contracts,
contributions to shared engineering programmes and application engineering.
No research and development expenditure is capitalised.

Interest
Interest receivable/payable is credited/charged to the profit and loss account
using the effective interest method.

Taxation
Provision for taxation is made at the current rate and for deferred taxation at the
projected rate on all timing differences that have originated, but not reversed at
the balance sheet date.

Deferred tax is calculated using the enacted or substantively enacted rates
that are expected to apply when the asset or liability is settled.

Deferred tax assets are recognised only to the extent that it is probable that
future taxable profits will be available against which the assets can be utilised.

Foreign currency translation

Transactions in overseas currencies are translated into local currency at the
exchange rate ruling on the date of the transaction. Monetary assets and liabilities
denominated in foreign currencies are translated into sterling at the rate ruling

at the year-end. Exchange differences arising on foreign exchange transactions
and the retranslation of assets and liabilities into sterling at the rate ruling at the
year-end are taken into account in determining profit on ordinary activities before
taxation.
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Financial instruments

FRS 26 Financial instruments: Recognition and measurement requires the

classification of financial instruments into separate categories for which the

accounting requirement is different. Rolls-Royce has classified its financial
instruments as follows:

—  Fixed deposits, principally comprising funds held with banks and other
financial institutions, are classified as loans and receivables.

—  Investments (other than interests in joint ventures and fixed deposits) and
short-term deposits (other than fixed deposits) are normally classified as
available for sale.

—  Borrowings, trade creditors and financial RRSPs are generally classified as
other liabilities.

—  Derivatives, comprising foreign exchange contracts, interest rate swaps and
commodity swaps are classified as held for trading.

Financial instruments are recognised at the contract date and initially measured at

fair value. Their subsequent measurement depends on their classification:

—  Loans and receivables and other liabilities are generally held at amortised
cost and not revalued (except for changes in exchange rates which are
included in the income statement) unless they are included in a fair value
hedge accounting relationship. Where such a relationship exists, the
instruments are revalued in respect of the risk being hedged. If instruments
held at amortised cost are hedged, generally by interest rate swaps, and the
hedges are effective, the carrying values are adjusted for changes in fair
value, which are included in the profit and loss account.

— Available for sale assets are held at fair value. Changes in fair value arising
from changes in exchange rates are included in the profit and loss account.
All other changes in fair value are taken to reserves. On disposal of the related
asset, the accumulated changes in value recorded in reserves are included in
the gain or loss recorded in the profit and loss account.

—  Held for trading instruments are held at fair value. Changes in fair value are
included in the profit and loss account unless the instrument is included in a
cash flow hedge. If the instruments are included in a cash flow hedging
relationship, which is effective, changes in value are taken to reserves, When
the hedged forecast transaction occurs, amounts previously recorded in
reserves are recognised in the profit and loss account.

Financial instruments are derecognised on expiry or when all contractual rights
and obligations are transferred.

Hedge accounting

The Company does not apply hedge accounting in respect of forward foreign
exchange contracts held to manage the cash flow exposures of forecast future
transactions denominated in foreign currencies.

The Company does not apply hedge accounting in respect of commodity
swaps held to manage the cash flow exposures of forecast future transactions in
those commodities.

The Company applies hedge accounting in respect of transactions entered
into to manage the fair value and cash flow exposures of its borrowings. Forward
foreign exchange contracts are held to manage the fair value exposures of
borrowings denominated in foreign currencies and are designated as fair value
hedges. Interest rate swaps are held to manage the interest rate exposures and are
designated as fair value or cash flow hedges of fixed and floating rate borrowings
respectively.

Changes in the fair values of derivatives designated as fair value hedges and
changes in fair value of the related hedged item are recognised directly in the
profit and loss account.
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Changes in the fair values of derivatives that are designated as cash flow hedges
and are effective are recognised directly in reserves. Any ineffectiveness in the
hedging relationships is included in the profit and loss account. The amounts
deferred in reserves are recognised in the profit and loss account to match the
recognition of the hedged item.

Hedge accounting is discontinued when the hedging instrument expires or
is sold, terminated, or exercised, or no longer qualifies for hedge accounting. At
that time, for cash flow hedges and if the forecast transaction remains probable,
any cumulative gain or loss on the hedging instrument recognised in equity, is
retained in equity until the forecast transaction occurs. If a hedged transaction is
no longer expected to occur, the net cumulative gain or loss recognised in equity
is transferred to the income statement.

The portion of a gain or loss on an instrument used to hedge a net
investment in a foreign operation that is determined to be an effective hedge is
recognised directly in reserves. The ineffective portion is recognised immediately
in the profit and loss account.

Until December 31, 2004 the Company applied hedge accounting for
forecast foreign exchange transactions and commodity exposures in accordance
with UK Accounting Standards. On January 1, 2005, the fair values of derivatives
used for hedging these exposures were included in the transition hedging reserve.
This reserve is released to the profit and loss account based on the designation of
the hedges on January 1, 2005.

Certification costs and participation fees

Costs incurred in respect of meeting regulatory certification requirements for new
civil engine/aircraft combinations and payments made to airframe manufacturers
for this, and participation fees, are carried forward in intangible assets to the extent
that they can be recovered out of future sales and are charged to the profit and
loss account over the programme life, up to a maximum of 15 years.

Software

The cost of acquiring software that is not specific to an item of tangible fixed
assets is classified as an intangible asset and amortised over its useful economic
life, up to a maximum of five years.

Tangible fixed assets and depreciation
Tangible fixed assets are stated at cost or valuation less accumulated depreciation
and any provision for impairments in value.

Depreciation is provided on a straight-line basis to write-off the cost or
valuation, less the estimated residual value, over the estimated useful life.
Estimated useful lives are as follows:

i) Land and buildings, as advised by the Company’s professional valuers:

a)  Freehold buildings — five to 45 years (average 24 years).

b)  Leasehold land and buildings — lower of valuers'estimates or period

of lease.

c)  Nodepreciation is provided in respect of freehold land.

i) Plant and equipment —five to 25 years (average 15 years).
i) Aircraft and engines — five to 20 years (average 17 years).
iv)  No depreciation is provided on assets in the course of construction.



Impairment of fixed assets

Impairment of fixed assets is considered in accordance with FRS 11 impairment of
fixed assets and goodwill. Where the asset does not generate cash flows that are
independent of other assets, impairment is considered for the income-generating
unit to which the asset belongs.

Intangible assets not yet available for use are tested for impairment annually.
Other fixed assets are assessed for any indications of impairment annually. If any
indication of impairment is identified, an impairment test is performed to estimate
the recoverable amount.

Recoverable amount is the higher of value in use or fair value less costs to
sell —if this is readily available. The value in use is the present value of future cash
flows using a pre-tax discount rate that reflects the time value of money and the
risk specific to the asset.

If the recoverable amount of an asset (or income-generating unit) is
estimated to be below the carrying value, the carrying value is reduced to the
recoverable amount and the impairment loss recognised as an expense.

Accounting for leases

i) Aslessee
Assets financed by leasing agreements that give rights approximating to
ownership (finance leases) have been capitalised at amounts equal to the
original cost of the assets to the lessors and depreciation provided on the
basis of the Company depreciation policy. The capital elements of future
obligations under finance leases are included as liabilities in the balance
sheet and the current year’s interest element, having been allocated to
accounting periods to give a constant periodic rate of charge on the
outstanding balance, is charged to the profit and loss account.

The annual payments under all other lease arrangements, known as
operating leases, are charged to the profit and loss account on a straight-line
basis.

i) AsLessor
Amounts receivable under finance leases are included under debtors and
represent the total amount outstanding under lease agreements less
unearned income. Finance lease income, having been allocated to
accounting periods to give a constant periodic rate of return on the net cash
investment, is included in turnover.

Rentals receivable under operating leases are included in turnover on a
straight-line basis.

Stock
Stock and work in progress are valued at the lower of cost and net realisable value.

Provisions

Provisions are recognised when the Company has a present obligation as a result
of a past event, and it is probable that the Company will be required to settle that
obligation. Provisions are measured at the directors'best estimate of the
expenditure required to settle the obligation at the balance sheet date, and are
discounted to present value where the effect is material.

Post-retirement benefits
Pensions and similar benefits are accounted for under FRS 17 Post-retirement
benefits. For defined benefit plans, obligations are measured at discounted present
value whilst plan assets are recorded at fair value. The service and financing costs
of such plans are recognised separately in the profit and loss account; service costs
are spread systematically over the lives of employees and financing costs are
recognised in the periods in which they arise. Actuarial gains and losses are
recognised immediately in the statement of total recognised gains and losses.
Surpluses are recognised only if they represent future economic benefits available
to the Company.

Payments to defined contribution schemes are charged as an expense as
they fall due.
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Share-based payments

The Company, on behalf of its parent company, provides share-based payment

arrangements to certain employees. These are equity-settled arrangements and

are measured at fair value (excluding the effect of non-market based vesting
conditions) at the date of grant. The fair value is expensed on a straight-line basis
over the vesting period, based on the Company's estimate of shares or options

that will eventually vest. The costs of these share-based payments are treated as a

capital contribution from the parent company. Any payments made by the

Company to its parent company, in respect of these arrangements, are treated as a

return of this capital contribution.

The fair values of the share-based payment arrangements are measured as
follows:

i) ShareSave — using the binomial pricing method;

i)  Performance Share Plan — using a pricing model adjusted to reflect non-
entitlement to dividends (or equivalent) and the Total Shareholder Return
market based condition;

i) Annual performance Related Award plan and free shares under the Share
Incentive plan — share price on the date of the award.

See note 17 for further description of the share-based payment plans.
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2 Emoluments of directors
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2008 2007
Highest paid Other  Highest paid Other
director ! directors director directors
£000 £000 £000 £000
Aggregate emoluments excluding deferred share plans 1,125 3,526 1,109 3412
Aggregate amounts relating to deferred share plans? 1,492 1,841 1,865 2425
Aggregate value of Company contributions to Company defined contribution pensions schemes — 558 — 433
Accrued pension of highest paid director 449 555
Gains realised on exercise of share options? — 9 3339 7,025
2008 2007
Number Number
Number of directors with accruing retirement benefits:
Defined contribution schemes 2 2
Defined benefit schemes* 2 3
Numver of directors registered for enhanced protection within defined benefit schemes® 2 3
Number of directors exercising share options 1 5
Number of directors receiving shares as part of long-term incentive schemes 5 5
1 Member of defined benefit scheme started to receive pension on February 1, 2008.
2 2007 restated from £153k and £314k to include shares vesting under the Rolls-Royce Group plc Performance Share Plan — see note 17.
3 Includes gains under the ShareSave plan.
4 Two directors were contributing members of both defined contribution and defined benefit schemes (2007 two directors).
5 In 2007, this was included within the number of directors accruing retirement benefits in defined benefit schemes.
3 Intangible assets
Certification
costs and
participation Software
fees and other Total
£m £m £m
Cost:
At January 1, 2008 483 92 575
Additions 43 119 162
At December 31, 2008 526 211 737
Accumulated amortisation:
At January 1, 2008 140 25 165
Provided during the year 12 14 26
At December 31, 2008 152 39 191
Net book value at December 31, 2008 374 172 546
Net book value at January 1, 2008 343 67 410




91

4 Tangible assets

Land and Plantand Aircraftand  In course of

buildings  equipment engines construction Total
£m £m £m £m £m
Cost or valuation:
At January 1, 2008 422 1,264 24 121 1,831
Additions 5 41 55 64 165
Reclassifications 13 45 — (58) —
Transferred to ‘Assets held for sale’ (31) — — — (31)
Disposals/write-offs (2 (68) (38) — (108)
At December 31, 2008 407 1,282 41 127 1,857
Accumulated depreciation:
At January 1, 2008 109 680 1 — 790
Provided during the year 31 88 5 — 124
Transferred to ‘Assets held for sale’ (22) — — — (22)
Disposals/write-offs 2 (60) 2 — (64)
At December 31, 2008 116 708 4 — 828
Net book value at December 31, 2008 291 574 37 127 1,029
Net book value at January 1, 2008 313 584 23 121 1,041
L . 2008 2007
Tangible fixed assets include: £m £m
Net book value of finance leased assets 17 22
Non-depreciable land 57 57
Land and buildings at cost or valuation comprise:
Cost 248 232
Valuation at December 31, 1996 159 190
407 422
Land and buildings at net book value comprise:
Freehold 284 305
Long leasehold 5 6
Short leasehold 2 2
291 313
On an historical cost basis the net book value of land and buildings would have been as follows:
Cost 390 400
Depreciation (139) (159)
251 241
Capital expenditure commitments — contracted but not provided for 86 67

The Company has followed the transitional provisions of FRS 15 Tangible fixed assets, to retain the book value of land and buildings, certain of which were revalued in
1996 as set out below.

Group properties were revalued at December 31, 1996 as follows:

i) Specialised properties, including certain of the Company’s major manufacturing sites, were revalued on a depreciated replacement cost basis.
i) Non-specialised properties were revalued by reference to their existing use value.

iii)  Properties surplus to the Company’s requirements were revalued on an open market value basis.

In the United Kingdom the revaluation was carried out by Gerald Eve, Chartered Surveyors, Fuller Peiser, Chartered Surveyors and Storey Sons & Parker, Chartered
Surveyors, in accordance with the appraisal and valuation manual of the Royal Institution of Chartered Surveyors.
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5 Investments

Subsidiary undertakings * Joint ventures 2 Other

Parent

Unlisted company

Shares Shares investments  shares held
at cost at cost Loans Total atcost  under trust Total
£m £m £m £m £m £m?3 £m
AtJanuary 1, 2008 1,807 65 13 78 47 32 79
Additions — 21 — 21 — 41 41
Fair value adjustments — — — — — (5) 5)
Disposals/write-offs (160) (20) 8) (28) (1) (68) (69)
At December 31, 2008 1,6474 66 5 71 46 — 46

1 The principal subsidiary undertakings are listed on page 104.

2 The principal joint ventures are listed on pages 105 and 106.

3 Shares in the parent company were held at fair value in a trust. During 2008, all the shares were transferred to an equivalent trust of which Rolls-Royce Group plc is the sponsor. At December 31, 2007
5,838,501 shares with a fair value of £32m were held.

4 The Company has guaranteed the uncalled share capital of Nightingale Insurance Limited, one of its subsidiaries. At December 31, 2008, this guarantee was £25m (2007 £25m).

6 Stocks

2008 2007
£m £m
Raw materials 44 52
Work in progress 368 349
Long-term contracts work in progress 22 13
Finished goods 881 880
Payments on account 13 8
1,328 1,302

7 Debtors
Falling due withinone year  Falling due after one year
2008 2007 2008 2007
£m £m £m £m
Trade debtors 408 241 3 16
Amounts recoverable on contracts — 99 578 189
Amounts owed by — subsidiary undertakings 1,392 1112 — —
Amounts owed by — joint ventures 394 251 5 13
Deferred tax assets (note 12) — — 794 102
Other debtors 202 217 15 6
Prepayments and accrued income 80 7 38 27
2,476 1997 1,433 353
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8 Borrowings

Falling due within one year  Falling due after one year

2008 2007 2008 2007
£m £m £m £m
Unsecured
Overdrafts 634 347 — —
7 %% Notes 2016 £200m — — 200 200
5.84% Notes 2010 US$187m* — — 136 97
6.38% Notes 2013 US$230m* — — 178 123
6.55% Notes 2015 US$83m* — — 67 46
4% Notes 2011 €750m? — — 738 534
Secured
Obligations under finance leases:®
Less than one year 3 5 — —
Between one and two years — — — 3
Between two and five years — — — —
637 352 1,319 1,003
Repayable
Between one and two years— by instalments — 3
— otherwise 136 —
Between two and five years — otherwise 916 631
After five years — otherwise 267 369
1,319 1,003

1 These notes are subject of interest rate swap agreements under which the Company has undertaken to pay floating rates of interest, and currency swaps which form a fair value hedge.

2 These notes are the subject of swap agreements under which counterparties have undertaken to pay amounts at fixed rates of interest and exchange in consideration for amounts payable at variable
rates of interest and at fixed exchange rates.

3 Obligations under finance leases are secured by related leased assets.

9 Other creditors

Falling due within one year  Falling due after one year

2008 2007 2008 2007

£m £m £m £m

Payments received on account?* 383 394 547 331
Trade creditors 431 385 — —
Amounts owed to subsidiary undertakings 2,995 2,245 — —
Amounts owed to joint ventures 321 265 4 4
Amounts owed to parent and its subsidiaries 168 407 — —
Corporate taxation 101 106 — —
Other taxation and social security 18 20 — —
Other creditors 905 616 190 87
Accruals and deferred income 574 623 51 —
5,896 5061 792 422

*Includes payments received from joint ventures 209 195 107 25
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10 Other financial assets and liabilities

Details of the Company’s policies on the use of financial instruments are given in the accounting policies on page 88.
The Company adopted FRS 25 and FRS 26 financial Instruments prospectively from January 1, 2005.

The fair values of derivative financial instruments held by the Company are as follows:
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Foreign
exchange Commodity Interest rate Financial
contracts contracts contracts RRSPs Total
£m £m £m £m £m
At December 31, 2008
Assets 415 — 278 — 693
Liabilities (2,367) (89) 4) (385) (2,845)
(1,952) (89) 274 (385) (2,152)
At December 31, 2007
Assets 450 39 42 — 531
Liabilities (153) — (3) (317) (473)
297 39 39 (317) 58
Other financial liabilities are analysed as follows:
2008 2007
£m £m
Current liabilities (2,535) (172)
Non-current liabilities (310) (301)
(2,845) (473)

Foreign exchange and commodity financial instruments

The Company uses various financial instruments to manage its exposure to movements in foreign exchange rates. The Company uses commodity swaps to manage its
exposure to movements in the price of commaodities (jet fuel and base metals). From January 1, 2005, the Company has not included foreign exchange or commodity
financial instruments in any cash flow hedging relationships for accounting purposes. To hedge the currency risk associated with a borrowing denominated in US dollars,

the Company has currency derivatives designated as part of a fair value hedge.

Movements in the fair values of foreign exchange and commodity financial instruments were as follows:

Foreign exchange instruments

Commodity instruments

Includedin  Included in Included in Included
transition profit transition in profit
hedging and loss hedging and loss
Total reserve account Total reserve account
£m £m £m £m £m £m
At January 1, 2007 508 252 39 —
Fair value changes to derivative contracts not in accounting hedging relationships 55 — 55 36 — 36
Fair value changes to fair value hedges* (6) — 6) — — —
Fair value of contracts settled (260) — — (36) — —
Transferred to turnover — (149 149 — — —
At January 1, 2008 297 103 39
Fair value changes to derivative contracts not in accounting hedging relationships (2,044) — (2,044) (96) — (96)
Fair value changes to fair value hedges* 83 — 83 — — —
Fair value of derivative contracts assumed on formation of joint venture (24) — — — — —
Fair value of contracts settled (264) — — (32) — —
Transferred to turnover — (78) 78 — — —
At December 31, 2008 (1,952) 25 (89) —

1 Loss on related hedged items £83m (2007 £6m gain)
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10 Other financial assets and liabilities continued

Interest rate financial instruments

The Company uses interest rate swaps, forward rate agreements and interest rate caps to manage its exposure to movements in interest rates. Where the effectiveness
of the hedge relationship in a cash flow hedge is demonstrated, changes in the fair value that are deemed effective are included in the hedging reserve and released
to match actual payments on the hedged item.

Movements in the fair values of interest rate financial instruments were as follows;

Included in Other Included

fair value interestrate in profit

hedging financial and loss

Total relationships instruments account

£m £m £m £m
At January 1, 2007 16 18 (3)

Changes during the year 23 24 — 24
At January 1, 2008 39 42 3)

Changes during the year 235 236 (@) 235
At December 31, 2008 274 278 )

Where applicable, market values have been used to determine fair values. Where market values are not available, fair values have been calculated by discounting
expected future cash flows at prevailing interest rates and translating at prevailing exchange rates.

Financial risk and revenue sharing partnerships (RRSPs)

The Company has financial liabilities arising from financial RRSPs. These financial liabilities are valued at each reporting date using the amortised cost method. This
involves calculating the present value of the forecast cash flows of the arrangements using the internal rate of return at the inception of the arrangements as the
discount rate.

Movements in the amortised cost values of financial RRSPs are as follows:

2008 2007

£m £m

At January 1 317 354
Cash paid to partners (74) (62)
Financing charge 26 28
Exchange adjustments 116 ()]
At December 31 385 317
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11 Provisions for liabilities and charges
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At Chargedto At
December 31, profitand December 31,
2007 rloss account Utilised 2008
£m £m £m £m
Warranties and guarantees 31 3 (7) 27
Customer financing 29 30 1) 58
Restructuring — 15 — 15
60 48 (8) 100
Provisions for warranties and guarantees primarily relate to products sold and generally cover a period of up to three years.
Customer financing provisions cover guarantees provided for asset values and/or financing as described in note 18. Timing of utilisation is uncertain.
Provisions for restructuring are generally expected to be used within two years.
12 Deferred taxation
£m
At January 1, 2008 52
Amount charged to profit and loss account 637
Amount charged to statement of total recognised gains and losses (163)
Amount credited to equity 22
At December 31, 2008 548
There are other deferred tax assets totalling £102m (2007 £102m) that have not been recognised on the basis that their future economic benefit is uncertain.
The undistributed profits of overseas subsidiary undertakings and joint ventures may be liable to overseas taxes and/or United Kingdom tax (after allowing for
double tax relief) if remitted as dividends to the UK. No deferred tax has been provided as there are currently no commitments to pay such dividends.
The analysis of the deferred tax position is as follows:
2008 2007
£m £m
Fixed asset timing differences (119) (217)
Other timing differences 17 156
Pensions and other post-retirement scheme benefits (246) (50)
Foreign exchange and commaodity financial assets and liabilities 655 (121)
Losses 180 123
Advance corporation tax 61 61
548 52
Included within:
Debtors —amounts falling due after one year 794 102
Post-retirement scheme surpluses (259) (58)
Post-retirement scheme deficits 13 8
548 52

The above figures exclude taxation payable on capital gains which might arise from the sale of fixed assets at the values at which they are stated in the Company’s

balance sheet.
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13 Post-retirement benefits

Defined benefit schemes
For the defined benefit schemes the assets are held in separate trustee administered funds and employees are entitled to retirement benefits based on either their
final or career averages salaries and length of service.

The valuations of the defined benefit schemes are based on the most recent funding valuations, updated by the scheme actuaries to December 31, 2008. The
most recent funding valuations of the main schemes were:

Scheme Valuation date
Rolls-Royce Pension Fund March 31, 2006
Rolls-Royce Group Pension Scheme April 5, 2007
Vickers Group Pension Scheme March 31, 2007

The principal actuarial assumptions used at the balance sheet date were as follows:

2008 2007

% %

Rate of increase in salaries 45 50
Rate of increase of pensions in payment* 29 35
Discount rate 6.4 58
Expected rate of return on scheme assets 4.1 54
Inflation assumption 3.0 35

1 Benefits accruing after April 5, 2005 are assumed to increase in payment at a rate of 2.1 per cent.

The discount rates are determined by reference to the market yields on AA rated corporate bonds. For the main schemes, the rate is determined by using the profile of

forecast benefit payments to derive a weighted average discount rate from the yield curve. For less significant schemes the rate is determined as the market yield at
the average duration of the forecast benefit payments. The discount rates above are the weighted average of those for each scheme, based on the value of their
respective liabilities.

The overall expected rate of return is calculated by weighting the individual returns expected from each asset class (see below) in accordance with the actual
asset balance in the schemes'investment portfolios.

The mortality assumptions adopted for the pension schemes are derived from the PA92 actuarial tables, with medium cohort, published by the Institute of
Actuaries, projected forward and, where appropriate, adjusted to take account of the relevant scheme’s actual experience. The resulting range of life expectancies in
the principal schemes are as follows:

Life expectancy from age 65

Current pensioner 175 years to 22.2 years
Future pensioner 195 years to 23.9 years

Other demographic assumptions have been set on advice from the relevant actuary, having regard to the latest trends in scheme experience and other relevant data.

The assumptions are reviewed and updated as necessary as part of the periodic actuarial valuation of the schemes.
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Amounts recognised in the balance sheet

98

2008 2007
£m £m
Present value of funded obligations (5,719) (6,335)
Fair value of scheme assets 7,163 6,626
Unrecognised surplus® (566) (113)
Surplus/(deficit) 878 178
Related deferred tax (liability)/asset (246) (50)
Net asset/(liability) recognised in the balance sheet 632 128
Analysed as:
Post-retirement scheme surpluses 664 149
Post-retirement scheme deficits (32) (21)
632 128

1 Where a surplus has arisen on a scheme, in accordance with FRS 17 Retirement benefits, the surplus is recognised as an asset only if it represents a future economic benefit available to the Company.

Any surplus in excess of this benefit is not recognised in the balance sheet. Surpluses have arisen largely as a result of differences between the actuarial and FRS 17 valuation assumptions.

Changes in present value of defined benefit obligations

2008 2007
£m £m
At January 1 (6,335) (5,785)
Transfer from subsidiary company — (553)
Current service cost* (127) (200)
Past service cost 5) (131)
Finance cost (358) (323)
Contributions by employees 4) (38)
Net benefits paid out 331 286
Actuarial gains 776 309
Transfers 3 —
At December 31 (5,719) (6,335)
1 The Company also made ex-gratia payments directly to scheme members of £8m (2007 nil)
Changes in fair value of scheme assets
2008 2007
£m £m
AtJanuary 1 6,626 5101
Transfer from subsidiary company — 572
Expected return on assets 352 367
Contributions by employer 248 677
Contributions by employees 4 38
Benefits paid out (331) (286)
Actuarial gains 264 157
At December 31 7,163 6,626
Actual return on plan assets 616 524
The fair value of the scheme assets and the expected rates of return at December 31 were as follows;
2008 2007
Expected Market Expected Market
rate of return value rate of return value
% £m % £m
LDl portfolio* 35 5,833 47 4595
Equities 72 1,141 78 1651
Sovereign debt 39 110 46 48
Corporate bonds 55 110 51 88
Other 19 (31) 49 244
4.1 7,163 54 6,626

1 A portfolio of swap contracts, backed by short-term money market deposits, that is designed to hedge, on an economic basis, the majority of the interest rate and inflation risks associated with the

schemes' obligations.
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13 Post-retirement benefits continued

The scheme assets do not include any financial instruments of the Rolls-Royce Group plc group, nor any property occupied by, or other assets used by, the group.
The expected rate of return for LDI portfolios is determined by the implicit yield on the portfolio at the balance sheet date.
The expected rates of return on individual categories of scheme assets are determined by reference to gilt yields. Equities and corporate bonds are assumed to
generate returns that exceed the return from gilts by 3.25 per cent and 1.75 per cent per annum respectively.
The expected rates of return above are the weighted average of the rates for each scheme.

Future contributions
The Company expects to contribute approximately £237m to its defined benefit schemes in 2009.

Sensitivities

The revised investment strategies are designed to hedge the risks from interest rates and inflation on an economic basis. A reduction of 0.25 per cent in the discount
rate would increase the obligations of the principal defined benefit schemes by approximately £220m. An equivalent movement in interest rates would increase the
fair value of the assets by approximately £320m. The di erence arises largely due to di erences in the methods used to value the obligations for accounting and
economic purposes. On an economic basis the correlation is in excess of 85 per cent. The principal remaining risks relate to the assumptions for mortality and
increases in salaries. If the age ratings in respect of the principal UK defined benefit schemes were increased by one year, the scheme liabilities would increase by
£118m. If the rate of increase in salaries were 0.5 per cent higher, scheme liabilities would increase by £100m.

History of defined benefit schemes
The history of the schemes for the current and prior years is as follows:

2008 2007 2006 2005 2004
£m £m £m £m £m

Balance sheet
Present value of defined benefit obligations (5,719) (6,335) (5,785) (6,102) (4,321)
Fair value of scheme assets 7,163 6,626 5101 4,809 3,283
Unrecognised surplus (566) (113) — — —
Asset/(deficit) 878 178 (684) (1,293) (1,038)
Actuarial gains on scheme assets 264 157 114 503 92
Experience gains/(losses) on scheme liabilities 776 309 477 (745) (113)
Movement in unrecognised surplus (453) (113) — — —
Total amount recognised in the statement of total recognised gains and losses 587 353 591 (242) (21)
Cumulative amount recognised in the statement of total recognised gains and losses* 192 (395) (748) (1,339) (1,097)

1 Since January 1, 2002
Defined contribution schemes

The Company operates a number of defined contribution schemes. The total expense recognised in the profit and loss account was £6m (2007 £3m).

14 Share capital

Equity
ordinary shares Nominal
of 20p each value
Millions £m
Authorised
At January 1, and December 31, 2008 2,000 400

Issued and fully paid
At January 1, and December 31, 2008 1,631 326
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15 Movements in capital and reserves

Non-distributable reserves

Transition Profit
Share Share  Revaluation hedging Other and loss Total
capital premium reserve reserve reserves account equity
£m £m £m £m £m £m £m
At January 1, 2008 326 631 71 76 167 341 1,612
Total recognised gains relating to the year — — — — — (1,240) (1,240)
Transfers between reserves — — (20) — — 20 —
Transfer from transition hedging reserve — — — (78) — — (78)
Share-based payments adjustment — — — — — 15 15
Related tax movements — — — 22 — — 22
At December 31, 2008 326 631 51 20 167 (864) 331
1 See accounting policies note 1 — hedge accounting.
16 Operating lease annual commitments
2008 2007
£m £m
Leases of land and buildings which expire:
Between one and five years 3 4
After five years 4 4
Other leases which expire:
Within one year — 1
Between one and five years 3 1

17 Share-based payments

Share-based payment plans in operation during the year
The Company participated in the following share-based payment plans of Rolls-Royce Group plc in operation during the year:

Performance Share Plan (PSP)
This plan involves the award of shares to participants subject to performance conditions. Vesting of the performance shares is based on the achievement of both non-
market based conditions (EPS and Cash Flow Per Share) and a market based performance condition (Total Shareholder Return — TSR).

ShareSave share option plan
Based on a three or five year monthly savings contract, eligible employees are granted share options with an exercise price of up to 20 per cent below the share price
when the contract is entered into. Vesting of the options is not subject to the achievement of a performance target. The plan is HM Revenue & Customs approved.

Executive Share Option Plan (ESOP)

This plan involves the grant of market value share options to participants. The options are subject to a non-market based performance condition (growth in EPS).
The options have a maximum contractual life of ten years. Following the introduction of the PSP, it is not intended to grant any further executive share options.
The plan terminates in 2009.

Annual Performance Related Award (APRA) plan deferred shares

Deferred shares awarded as part of the APRA plan. One third of the value of any annual bonus is delivered in the form of a deferred share award. The release of
deferred share awards is not dependent on the achievement of any further performance conditions other than that participants remain an employee of the Group for
two years from the date of the award in order to retain the full number of shares. During the two year deferral period, participants are entitled to receive dividends, or
equivalent, on the deferred shares.

Share Incentive Plan (SIP)
This is a‘Free Share’ element of the Share Incentive Plan. Eligible employees may receive shares with a value of up to one and a half weeks salary as part of any bonus
paid. There are no conditions attached to the shares.

In accordance with the transitional provisions of FRS 20 Share-based payment, the Company has recognised an expense in respect of all grants under these plans made
after November 7, 2002 and unvested at January 1, 2005.
The Company recognised a total expense of £24m (2007 £22m).



17 Share-based payments continued

The movements in awards under the various share plans are shown in the tables below:
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Number of shares awarded

2008 2007

PSP Millions Millions
Outstanding at January 1 8.7 98
Awarded during the year 2.8 27
Forfeited during the year 0.5) (04)
Additional entitlements arising from TSR performance 0.9 09
Vested during the year 4.2) 4.3)
Outstanding at December 31 7.8 87
2008 2007

Number Weighted Number Weighted

of share average of share average

options exercise price options  exercise price

ShareSave Millions Pence Millions Pence
Outstanding at January 1 295 241p 421 153p
Granted during the year — — 74 416p
Forfeited during the year (0.8) 334p 0.9 219p
Exercised during the year 9.8) 143p (19.0) 116p
Outstanding at December 31 189 288p 295 241p
Exercisable at December 31 11 141p — —
2008 2007

Number Weighted Number Weighted

of share average of share average

options exercise price options  exercise price

ESOP Millions Pence Millions Pence
Outstanding at January 1 1.0 177p 121 191p
Exercised during the year 0.2) 194p (11.2) 193p
Outstanding at December 31 0.9 176p 10 177p
Exercisable at December 31 0.9 176p 10 177p

Number of shares awarded

2008 2007
Deferred shares under APRA Millions Millions
Outstanding at January 1 18 27
Awarded during the year 0.8 10
Additional shares accrued from conversion of B Shares — 01
Vested during the year 1.2) (20)
Outstanding at December 31 14 18

Number of shares awarded

2008 2007
Free Shares under SIP Millions Millions
Awarded during the year 1.0 06

Options were exercised on a regular basis during the year. The average share price during the year was 382p (2007 510p).

Fair values

The weighted average fair values per share for PSP awards, ShareSave grants, APRA deferred share awards, and SIP Free Share awards included in the expense for the

year were as follows:

2008 2007 2006 2005 2004

Pence Pence Pence Pence Pence

PSP awards 458p 557p 494p 282p 249p
ShareSave — 3 year grants — 230p — 131p —
ShareSave -5 year grants — 264p — 154p —
APRA deferred share awards 440p 502p 448p 260p 220p
SIP Free Share awards 439p 499p 462p 257p 231p
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Details of the assumptions used in the calculation of these fair values are set out below. Expected volatility was based on the historical volatility of the Rolls-Royce
Group plc share price over the seven years prior to the grant or award date. Until 2007, expected dividends were based on payments to shareholders over the five
years prior to the grant or award date. From 2008, expected dividends were based on payments to shareholders in respect of 2007.

PSP awards

The fair value of shares awarded under the PSP are calculated using the market value of shares at the time of the award, adjusted to take into account
non-entitlement to dividends (or equivalent) during the vesting period and the TSR performance condition. The PSP fair values were calculated using the following

assumptions:

2008 2007 2006 2005 2004
Weighted average share price 430p 501p 444p 262p 233p
Expected dividends 13.00p 8.30p 792p 781p 761p
Volatility 29% 29% 32% 34% 35%
Correlation 29% 26% 19% 19% 22%
Expected life 3years 3years 3years 3years 3years
Risk free interest rate 4.1% 52% 43% 4.9% 52%

The PSP has a TSR market-based performance condition, such that the Rolls-Royce Group plc TSR over the performance period will be compared with the TSR of the
companies constituting the FTSE 100 index on the date of grant. If the Rolls-Royce Group plc TSR exceeds the median TSR of the FTSE 100, the number of shares that
vest will be increased by 25 per cent. The fair value of an award of shares under the PSP has been adjusted to take into account this market-based performance
condition using a pricing model based on expectations about volatility and the correlation of share price returns in the group of FTSE 100 companies and which
incorporates into the valuation the interdependency between share price performance and TSR vesting. This adjustment increases the fair value relative to the share

price at the date of grant.

ShareSave awards

The fair value of options granted under the ShareSave plan are calculated using a binomial pricing model with the following assumptions:

2007 2005 2003
Weighted average share price 553p 351p 173p
Exercise price 416p 298p 142p
Volatility 3% 40% 43%
Expected dividends 880p 7.86p 761p
Expected life! — 3 year ShareSave 33-38 years 3.3-38 years 32-3.7 years
-5 year ShareSave 5.3-5.8 years 5.3-58 years 5.2-5.7 years

Close periods:
From January 1 6 weeks 6 weeks 6 weeks
From July 1 1 month 1 month 1 month
Risk free interest rate 50% 44% 4.6%

1 The binomial pricing model assumes that participants will exercise their options at the beginning of the six month window if the share price is greater than the exercise price. Otherwise it assumes that
options are held until the expiration of their contractual term. This results in an expected life that falls somewhere between the start and end of the exercise window.

Deferred shares under APRA and Free Shares under SIP
The fair value of shares awarded under these plans is calculated as the share price on the date of the award.
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18 Contingent liabilities

In connection with the sale of its products the Company will, on some occasions, provide financing support for its, or its subsidiaries, customers. The Company’s
contingent liabilities relating to financing arrangements are spread over many years and relate to a number of customers and a broad product portfolio.

Contingent liabilities are disclosed on a discounted basis. As the directors consider the likelihood of these contingent liabilities crystallising to be remote, this
amount does not represent a value that is expected to crystallise. However, the amounts are discounted at the Company’s borrowing rate to reflect better the time span
over which these exposures could arise. The contingent liabilities are denominated in US dollars. As the Company does not adopt cash flow hedge accounting for
forecast foreign exchange transactions, this amount is reported, together with the sterling equivalent at the reporting date spot rate.

The discounted values of contingent liabilities relating to delivered aircraft and other arrangements where financing is in place, less insurance arrangements and
relevant provisions, were:

2008 2007

£m $m £m sm

Gross contingent liabilities 755 1,086 616 1,227
Contingent liabilities net of relevant security* 155 222 140 279
Contingent liabilities net of relevant security reduced by 20%?2 246 354 218 434
* Security unrestricted cash collateral of: 85 123 60 120

2 Although sensitivity calculations are complex, the reduction of relevant security by 20 per cent illustrates the sensitivity of the contingent liability to changes in this
assumption.

There are also net contingent liabilities in respect of undelivered aircraft, but it is not considered practicable to estimate these as deliveries can be many years in the
future, and the relevant financing will only be put in place at the appropriate time.

Contingent liabilities exist in respect of guarantees provided by the Company in the ordinary course of business for product delivery, performance and reliability.
The Company has, in the normal course of business, entered into arrangements in respect of export finance, performance bonds, countertrade obligations and minor
miscellaneous items. The Company is party to legal actions and claims which arise in the ordinary course of business, some of which are for substantial amounts. As a
consequence of the insolvency of an insurer as previously reported, the Company is no longer fully insured against known and potential claims from employees who
worked for certain of the Company’s UK based businesses for a period prior to the acquisition of those businesses by the Company. While the outcome of some of these
matters cannot precisely be foreseen, the directors do not expect any of these arrangements, legal actions or claims, after allowing for provisions already made, to result
in significant loss to the Company.

Where the Company enters into financial guarantee contracts to guarantee the indebtedness of other companies within its group, the Company considers these to
be insurance arrangements, and accounts for them as such. In this respect, the Company treats the guarantee contract as a contingent liability until such time as it
becomes probable that the Company will be required to make a payment under the guarantee. At December 31, 2008, there were Company guarantees in respect of
joint ventures amounting to £13m (2007 £11m).

The Company participates in a Cash Pooling Arrangement. Under the Pooling Arrangement the Company benefits from more favourable interest rates than would
be available outside of the Pooling Arrangement as well as more streamlined treasury functions. As part of the Pooling Arrangement, the Company cross-guarantees the
borrowings of other pooling participants. At December 31, 2008 these guarantees amounted to £24m (2007 £19m)

19 Related party transactions
The Company is a wholly owned subsidiary of Rolls-Royce Group plc and therefore has taken advantage of the exemption in FRS 8 Related party disclosures, not to

disclose related party transactions with its parent company and other group companies.
The aggregated balances with joint ventures are shown in notes 7 and 9.

20 Ultimate holding company

The ultimate holding company is Rolls-Royce Group plc, incorporated in Great Britain. The financial statements for Rolls-Royce Group plc may be obtained from the
Company Secretary, Rolls-Royce Group plc, 65 Buckingham Gate, London SW1E 6AT.
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Optimized Systems and Solutions Limited*
Rolls-Royce Fuel Cell Systems Limited
Rolls-Royce International Limited

Rolls-Royce Leasing Limited

Rolls-Royce Marine Electrical Systems Limited*
Rolls-Royce Marine Power Operations Limited
Rolls-Royce Power Development Limited
Rolls-Royce Power Engineering plc
Rolls-Royce Total Care Services Limited

Advanced controls and predictive data management
Development of fuel cell systems

International support and commercial information services
Engine leasing

Marine electrical systems

Nuclear submarine propulsion systems

Generation of electricity from independent power projects
Energy and marine systems

Aero engine aftermarket support services

The above companies operate principally in the UK and the effective Group interest is 100 per cent, other than Rolls-Royce Fuel Cell Systems Limited in which it is

80 per cent.

Incorporated overseas — directly held unless marked *

Brazil Rolls-Royce Brasil Limitada

Canada Rolls-Royce Canada Limited*

China Rolls-Royce Marine (Shanghai) Limited*
Finland Rolls-Royce OY AB*

France Data Systems & Solutions SAS*

France Rolls-Royce Technical Support SARL*
Germany Rolls-Royce Deutschland Ltd & Co KG*

Guernsey Nightingale Insurance Limited*

India Rolls-Royce Energy Systems India Private Limited*
India Rolls-Royce Operations (India) Private Limited*
[taly Europea Microfusioni Aerospaziali Sp.A.
Norway Rolls-Royce Marine AS*

Norway Scandinavian Electric Holding AS*

Singapore Rolls-Royce Singapore Pte Limited*

Sweden Rolls-Royce AB*

us Data Systems & Solutions LLC*

us Rolls-Royce Commercial Marine Inc*

us Rolls-Royce Corporation*

us Rolls-Royce Crosspointe LLC*

us Rolls-Royce Energy Systems Inc.*

us Rolls-Royce Engine Services — Oakland Inc.*
us Rolls-Royce Defense Services Inc*

us Rolls-Royce Naval Marine Inc.*

UsS Seaworthy Systems Inc.*

Aero engine repair and overhaul

Industrial gas turbines and aero-engine sales, service and overhaul

Manufacture and supply of marine equipment
Manufacture of marine winches and propeller systems
Instrumentation and control systems and life cycle management
for nuclear power plants

Aero engine project support

Aero engine design, development and manufacture
Insurance services

Diesel engine project management and customer support
Engineering support services

Manufacture of gas turbine engine castings

Design and manufacture of ship equipment

Marine electrical systems

Energy and marine aftermarket support services
Manufacture of marine propeller systems

Advanced controls and predictive data management
Marine aftermarket support services

Design, development and manufacture of gas turbine engines
Manufacture of aero-engine parts

Energy turbine generator packages

Aero engine repair and overhaul

Aero engine repair and overhaul

Design and manufacture of marine equipment

Marine support services

The above companies operate principally in the country of their incorporation.

The effective Group interest is 100 per cent, other than Europea Microfusioni Aerospaziali Sp.A. in which it is 51 per cent.

Alist of all subsidiary undertakings will be included in the Company’s annual return to Companies House.
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% of class % of total
Class held  equity held
Airtanker Holdings Limited Ordinary 20 20
Strategic tanker aircraft PFl project
Airtanker Services Limited Ordinary 22 22
Provision of aftermarket services for strategic tanker aircraft
Alpha Partners Leasing Limited A Ordinary 100 50
Aero engine leasing B Ordinary —
Composite Technology & Applications Limited A Ordinary 100 51
Development of aero-engine fan blades B Ordinary —
Genistics Holdings Limited A Ordinary 100 } 50
Trailer-mounted field mobile generator sets B Ordinary —
Rolls-Royce Goodrich Engine Control Systems Limited* Ordinary 50 50
Development and manufacture of aero-engine controls
Rolls-Royce Snecma Limited (UK & France) A Shares — 50
Aero engine collaboration B Shares 100 }
Rolls-Royce Turbomeca Limited (UK & France) A Shares — 50
Aero engine collaboration B Shares 100 }
Rolls Wood Group (Repair and Overhauls) Limited A Ordinary 100 50
Industrial gas turbine repair and overhaul B Ordinary — }
Tidal Generation Limited A Ordinary —
Development of tidal generation systems B Ordinary 100 ] 42
C Ordinary —
TRT Limited A Ordinary — } 495
Aero-engine turbine blade repair services B Ordinary 100 '
Turbine Surface Technologies Limited A Ordinary — 50
Aero-engine turbine surface coatings B Ordinary 100 }
Turbo-Union Limited (UK, Germany & Italy) Ordinary 40 0
RB199 engine collaboration A Shares 375 }
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% of class

% of total

Class held  equity held
China Xian XR Aero Components Co Limited Ordinary 49 49
Manufacturing facility for aero-engine parts
Germany EPI Europrop International GmbH (effective interest 35.5%) Ordinary 28 28
A400M engine collaboration
Germany EUROJET Turbo GmbH (UK, Germany, Italy & Spain) (effective interest 39%) Ordinary 33 33
EJ200 engine collaboration
Germany MTU, Turbomeca, Rolls-Royce GmbH (UK, France & Germany) Ordinary 333 333
MTR390 engine collaboration
Germany N3 Engine Overhaul Services Verwaltungsgesellschaft mbh* Ordinary 50 50
Aero engine repair and overhaul
Hong Kong Hong Kong Aero Engine Services Limited* Ordinary 45 45
Aero engine repair and overhaul
Israel TechJet Aerofoils Limited* A Ordinary 50 } 50
Manufacture of compressor aerofoils for gas turbines B Ordinary 50
Malaysia Advanced Gas Turbine Solutions Sdn Bhd* Ordinary 49 49
Industrial gas turbine aftermarket services
Singapore International Engine Component Overhaul Pte Limited* Ordinary 50 50
Aero engine repair and overhaul
Singapore Singapore Aero Engine Services Private Limited* (effective interest 39%) Ordinary 30 30
Aero engine repair and overhaul
Spain Industria de Turbo Propulsores SA Ordinary 469 469
Aero engine component manufacture and maintenance
Switzerland IAE International Aero Engines AG (UK, Germany, Japan & US) A Shares 100
V2500 engine collaboration B Shares —
325
C Shares —
D Shares —
usS Alpha Leasing (US) LLC, Alpha Leasing (US) (No. 2) LLC, Alpha Leasing (US) (No. 4) LLC, Partnerships 50 —
Alpha Leasing (US) (No. 5) LLC, Rolls-Royce & Partners Finance (US) LLC*
Aero engine leasing
usS Exostar LLC* Partnership 176 —
Business to business internet exchange
us GE Rolls-Royce Fighter Engine Team LLC* Partnership 40 —
F136 development engine for the Joint Strike Fighter (JSF) Programme
us Texas Aero Engine Services, LLC* Partnership 50 —
Aero engine repair and overhaul
usS Williams-Rolls Inc. (UK & US)* Common 15 15

Small aero engine collaboration

Unincorporated overseas — held by subsidiary undertakings

usS

Light Helicopter Turbine Engine Company (LHTEC)

Rolls-Royce Corporation has a 50 per cent interest in this unincorporated partnership which was formed to develop and market jointly the T800 engine

The countries of principal operations are stated in brackets after the name of the company, if not the country of incorporation.
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