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18 Post-retirement benefits (continued)

The future costs of healthcare benefits are based on an assumed healthcare costs trend rate of eight per cent grading down to five per cent over  
six 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.

Assumptions in respect of overseas schemes are also set in accordance with advice from local actuaries.

Amounts recognised in the balance sheet
	 2009	 December 31, 2008	 January 1, 2008
		  UK	 Overseas		  UK	 Overseas		  UK	 Overseas 
		  schemes	 schemes	 Total	 schemes	 schemes	 Total	 schemes	 schemes	 Total 
		  £m	 £m	 £m	 £m	 £m	 £m	 £m	 £m	 £m

Present value of funded obligations		  (6,714)	 (406)	 (7,120)	 (5,719)	 (390)	 (6,109)	 (6,335)	 (293)	 (6,628)
Fair value of scheme assets		  7,048	 354	 7,402	 7,163	 283	 7,446	 6,626	 277	 6,903
		  334	 (52)	 282	 1,444	 (107)	 1,337	 291	 (16)	 275
Present value of unfunded obligations		  –	 (417)	 (417)	 –	 (437)	 (437)	 –	 (284)	 (284)
Unrecognised surplus1		  (329)	 (6)	 (335)	 (1,036)	 (6)	 (1,042)	 (110)	 (4)	 (114)
Minimum funding liability2		  (385)	 –	 (385)	 (425)	 –	 (425)	 (491)	 –	 (491)
Net asset/(liability) recognised in the balance sheet		  (380)	 (475)	 (855)	 (17)	 (550)	 (567)	 (310)	 (304)	 (614)
										           
Analysed as:										        
Post-retirement scheme surpluses		  75	 –	 75	 453	 –	 453	 210	 –	 210
Post-retirement scheme deficits		  (455)	 (475)	 (930)	 (470)	 (550)	 (1,020)	 (520)	 (304)	 (824)
		  (380)	 (475)	 (855)	 (17)	 (550)	 (567)	 (310)	 (304)	 (614)

1	 Where a surplus has arisen on a scheme, in accordance with IAS 19 and IFRIC 14, the surplus is recognised as an asset only if it represents an unconditional economic benefit available to the Group in the 
future. Any surplus in excess of this benefit is not recognised in the balance sheet.

2	 A minimum funding liability arises where the statutory funding requirements are such that future contributions in respect of past service that will result in a future unrecognisable surplus.

Changes in present value of defined benefit obligations
					     2009			   2008 
			   UK	 Overseas		  UK	 Overseas 
			   schemes	 schemes	 Total	 schemes	 schemes	 Total 
			   £m	 £m	 £m	 £m	 £m	 £m

At January 1			   (5,719)	 (827)	 (6,546)	 (6,335)	 (577)	 (6,912)
Exchange adjustments			   –	 67	 67	 –	 (196)	 (196)
Current service cost			   (94)	 (29)	 (123)	 (127)	 (27)	 (154)
Past service cost			   (2)	 (4)	 (6)	 (5)	 (3)	 (8)
Finance cost			   (355)	 (47)	 (402)	 (358)	 (37)	 (395)
Contributions by employees			   (3)	 (3)	 (6)	 (4)	 (2)	 (6)
Net benefits paid out			   324	 33	 357	 331	 25	 356
Actuarial (losses)/gains			   (865)	 (13)	 (878)	 776	 (10)	 766
Transfers			   –	 –	 –	 3	 –	 3
At December 31			   (6,714)	 (823)	 (7,537)	 (5,719)	 (827)	 (6,546)
Funded schemes			   (6,714)	 (406)	 (7,120)	 (5,719)	 (390)	 (6,109)
Unfunded schemes			   –	 (417)	 (417)	 –	 (437)	 (437)
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18 Post-retirement benefits (continued)

Changes in fair value of scheme assets
			   		  2009			   2008 
	 		  UK	 Overseas		  UK	 Overseas 
	 		  schemes	 schemes	 Total	 schemes	 schemes	 Total 
	 		  £m	 £m	 £m	 £m	 £m	 £m

At January 1	 		  7,163	 283	 7,446	 6,626	 277	 6,903
Exchange adjustments	 		  –	 (16)	 (16)	 –	 63	 63
Expected return on assets	 		  285	 20	 305	 352	 21	 373
Contributions by employer	 		  232	 56	 288	 248	 31	 279
Contributions by employees	 		  3	 3	 6	 4	 2	 6
Benefits paid out	 		  (324)	 (33)	 (357)	 (331)	 (25)	 (356)
Actuarial (losses)/gains	 		  (311)	 41	 (270)	 264	 (86)	 178
At December 31	 		  7,048	 354	 7,402	 7,163	 283	 7,446
Actual return on scheme assets			   		  35			   551

The fair value of the scheme assets in the schemes and the expected rates of return at December 31, were as follows:
						      2009		  2008 
					     Expected		  Expected 
					     rate of	 Market	 rate of	 Market 
					     return	 value	 return	 value  
					     %	 £m	 %	 £m

UK schemes:								      
LDI portfolios1					     5.0	 5,736	 3.5	 5,833
Equities					     7.8	 1,107	 7.2	 1,141
Sovereign debt					     4.5	 18	 3.9	 110
Corporate bonds					     5.5	 8	 5.5	 110
Other					     4.6	 179	 1.9	 (31)
					     5.4	 7,048	 4.1	 7,163
Overseas schemes:								      
Equities					     9.3	 194	 9.0	 134
Corporate bonds					     4.7	 136	 4.9	 130
Other					     6.5	 24	 5.9	 19
					     7.4	 354	 6.9	 283

1	 A portfolio of gilt and swap contracts, backed by LIBOR generating assets, that is designed to hedge the majority of the interest rate and inflation risks associated with the schemes’ obligations.

The scheme assets do not include any of the Group’s own financial instruments, 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 other individual categories of scheme assets are determined by reference to gilt yields. In the UK, equities and 
corporate bonds are assumed to generate returns that exceed the return from gilts by 3.25 per cent and 1.0 per cent per annum respectively.

The expected rates of return above are the weighted average of the rates for each scheme.

Future contributions
The Group expects to contribute approximately £270m to its defined benefit schemes in 2010.
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18 Post-retirement benefits (continued)

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 UK defined benefit schemes by approximately £243m. An equivalent movement  
in interest rates would increase the fair value of the assets by approximately £290m. The difference arises largely due to differences in the methods 
used to value the obligations for accounting and economic purposes. On an economic basis the correlation is in excess of 80 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 £137m. If the rate of increase in salaries were 0.5 per cent higher, 
scheme liabilities would increase by £117m.

The defined benefit obligation relating to post-retirement medical benefits would increase by £47m if the healthcare trend rate increases by one per 
cent, and reduce by £38m if it decreases by one per cent. The pension expense relating to post-retirement medical benefits, comprising service cost 
and interest cost, would increase by £5m if the healthcare trend increases by one per cent, and reduce by £4m if it decreases by one per cent.

History of defined benefit schemes
The history of the schemes for the current and prior years is as follows:
		  		  2009	 2008	 2007	 2006	 2005 
		  		  £m	 £m	 £m	 £m	 £m

Balance sheet						    
Present value of defined benefit obligation		  		  (7,537)	 (6,546)	 (6,912)	 (6,899)	 (7,220)
Fair value of scheme assets		  		  7,402	 7,446	 6,903	 5,906	 5,563
Unrecognised surplus		  		  (335)	 (1,042)	 (114)	 (2)	 (2)
Minimum funding liability		  		  (385)	 (425)	 –	 –	 –
Deficit		  		  (855)	 (567)	 (123)	 (995)	 (1,659)
								      
Experience gains/losses								      
Actuarial (losses)/gains on scheme assets		  		  (270)	 178	 161	 132	 588
Experience (losses)/gains on scheme liabilities		  		  (878)	 766	 350	 470	 (868)
Movement in unrecognised surplus		  		  707	 (928)	 (112)	 –	 (2)
Recognition of minimum funding liability on January 1, 2008		  		  –	 (491)	 –	 –	 –
Movement in minimum funding liability		  		  40	 66	 –	 –	 –
Total amount recognised in OCI		  		  (401)	 (409)	 399	 602	 (282)
Cumulative amounts recognised in OCI since January 1, 2004		  		  (98)	 303	 712	 313	 (289)

19 Share capital
						      Non-equity		  Equity 
							       Ordinary	  
				    Special	 Preference	 Nominal	 shares	 Nominal 
				    Share	 shares of	 value	 of 20p each	 value 
				    of £1	 £1 each	 £m	 Millions	 £m

Authorised								      
At January 1, 2008 and December 31, 2009				    1	 50,000	 –	 2,500	 500
Issued and fully paid								      
At January 1, 2008				    1	 –	 –	 1,820	 364
Exercise of share options				    –	 –	 –	 12	 2
B Share conversion into ordinary shares				    –	 –	 –	 12	 3
At January 1, 2009				    1	 –	 –	 1,844	 369
Exercise of share options				    –	 –	 –	 10	 2 
At December 31, 2009				    1	 –	 –	 1,854	 371 

The rights attaching to each class of share are set out in the Directors’ report on page 76.

In accordance with IAS 32 Financial Instruments: Presentation, the Company’s non-cumulative redeemable preference shares (C Shares) are classified as 
financial liabilities. Accordingly, movements in C Shares are included in note 16.
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20 Share-based payments

Share-based payment plans in operation during the year
The Group had the following share-based payment plans 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 (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. In the UK, 
the plan is HM Revenue & Customs approved. Overseas, employees in 33 countries participate in ShareSave plans through arrangements which 
provide broadly comparable benefits to the UK plan. From 2007 onwards, the overseas schemes are cash-settled schemes.

Executive Share Option Plan (ESOP)
This plan involved the grant of market value share options to participants. It expired in 2009 and no further grants may be made. Remaining options 
under the plan are subject to a non-market based performance condition (growth in EPS) and have a maximum contractual life of ten years.

Annual Performance Related Award (APRA) plan deferred shares
Deferred shares are 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 
employed by 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. For deferred share awards made from 2010 onwards, 40 per cent of 
the value of any annual bonus will be delivered in the form of a deferred share award.

Share Incentive Plan (SIP)
This is the ‘Free Share’ element of the UK Share Incentive Plan. Eligible UK employees may receive shares as part of the Company component of any 
bonus paid. There are no conditions attached to the shares.

Further information regarding the operation of the plans can be found on pages 81 to 83 of the Directors’ remuneration report.

During the year the Group recognised a total expense of £31m (2008 £40m), of which £1.0m (2008 £0.4m) related to cash-settled arrangements.  
At December 31, 2009, the Group had a liability of £1.5m (2008 £0.6m) relating to cash-settled arrangements.

The movements in awards under the Group’s various share plans are shown in the tables below.
				    Number of shares
					     		  2009	 2008 
PSP					     		  Millions	 Millions

Outstanding at January 1					     		  13.2	 14.0
Awarded during the year					     		  10.1	 5.1
Forfeited during the year					     		  (0.7)	 (0.7)
Additional entitlements arising from TSR performance					     		  –	 1.3
Vested during the year					     		  (4.2)	 (6.5)
Outstanding at December 31					     		  18.4	 13.2

			   2009	 2008
			   		  Number of	 Weighted	 Number of	 Weighted 
			   		  share	 average	 share	 average 
			   		  options	 exercise price	 options	 exercise price 
ShareSave			   		  Millions	 Pence	 Millions	 Pence

Outstanding at January 1			   		  29.7	 303p	 43.3	 260p
Granted during the year			   		  11.9	 387p	 –	 –
Forfeited during the year			   		  (2.3)	 352p	 (1.7)	 333p
Exercised during the year			   		  (11.9)	 192p	 (11.9)	 144p
Outstanding at December 31			   		  27.4	 384p	 29.7	 303p
Exercisable at December 31			   		  –	 –	 1.6	 141p
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20 Share-based payments (continued)
			   2009	 2008
			   		  Number of	 Weighted	 Number of	 Weighted 
			   		  share	 average	 share	 average 
			   		  options	 exercise price	 options	 exercise price 
ESOP			   		  Millions	 Pence	 Millions	 Pence

Outstanding at January 1			   		  2.1	 177p	 2.3	 175p
Forfeited during the year			   		  (0.2)	 209p	 –	 –
Exercised during the year			   		  (0.7)	 213p	 (0.2)	 156p
Outstanding at December 31			   		  1.2	 154p	 2.1	 177p
Exercisable at December 31			   		  1.2	 154p	 2.1	 177p

				    Number of shares
						      	 2009	 2008 
Deferred shares under APRA						      	 Millions	 Millions

Outstanding at January 1						      	 2.8	 3.4
Awarded during the year						      	 2.3	 1.5
Forfeited during the year						      	 (0.1)	 (0.1)
Additional shares accrued from conversion/reinvestment of B/C Shares					     	 0.1	 0.1
Vested during the year						      	 (1.7)	 (2.1)
Outstanding at December 31						      	 3.4	 2.8

				    Number of shares
						      	 2009	 2008 
Free Shares under SIP						      	 Millions	 Millions

Awarded during the year						      	 1.2	 1.2

Options were exercised on a regular basis during the year. The average share price during the year was 386p (2008 382p).

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:
				    2009	 2008	 2007	 2006	 2005

PSP awards – 25% TSR uplift				    253p	 458p	 557p	 494p	 282p
PSP awards – 50% TSR uplift				    282p	 n/a	 n/a	 n/a	 n/a
ShareSave – 3 year grants				    144p	 –	 230p	 –	 131p
ShareSave – 5 year grants				    167p	 –	 264p	 –	 154p
APRA deferred share awards				    290p	 440p	 502p	 448p	 260p
SIP Free Share awards				    330p	 439p	 499p	 462p	 257p

Details of the assumptions used in the calculation of these fair values are set out below. Expected volatility is based on the historical volatility of the 
Company’s share price over the seven years prior to the grant or award date. Until 2007, expected dividends were based on the Company’s payments 
to shareholders over the five years prior to the grant or award date. From 2008, expected dividends are based on the Company’s payments to 
shareholders in respect of the previous year.

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:

				    2009	 2008	 2007	 2006	 2005

Weighted average share price				    260p	 430p	 501p	 444p	 262p
Expected dividends				    14.70p	 13.00p	 8.30p	 7.92p	 7.81p
Volatility				    32%	 29%	 29%	 32%	 34%
Correlation				    35%	 29%	 26%	 19%	 19%
Expected life				    3 years	 3 years	 3 years	 3 years	 3 years
Risk free interest rate				    1.9%	 4.1%	 5.2%	 4.3%	 4.9%
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20 Share-based payments (continued)

As explained on page 82 of the Directors’ remuneration report, the PSP has a TSR market-based performance condition, such that the Company’s 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 Company’s 
TSR exceeds the median TSR of the FTSE 100, the number of shares that vest will be increased by 25 per cent. For conditional awards made from 2009 
onwards, a further stretch was incorporated for certain senior executives, such that if TSR performance exceeds the upper quartile of the FTSE 100 
index, awards are increased by 50 per cent, with straight-line vesting between median and upper quartile performance. The fair values of the awards 
of shares under the PSP have 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 of the award 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:

					     2009	 2007	 2005	 2003

Weighted average share price					     462p	 553p	 351p	 173p
Exercise price					     387p	 416p	 298p	 142p
Volatility					     36%	 37%	 40%	 43%
Expected dividends					     14.30p	 8.80p	 7.86p	 7.61p
Expected life1 – 3 year ShareSave					    3.3-3.8 years	 3.3-3.8 years	 3.3-3.8 years	 3.2-3.7 years

	 – 5 year ShareSave					    5.3-5.8 years	 5.3-5.8 years	 5.3-5.8 years	 5.2-5.7 years
Risk free interest rate					     2.4%	 5.0%	 4.4%	 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.

Share options outstanding
At December 31, 2009, the following ordinary shares were subject to options:
					     Date of		  Exercise	 Exercisable 
					     grant	 Number	 price	 dates

Executive Share Option Plan					     2000	 61,638	 194p	 2010
					     2001	 500,440	 216p	 2010-2011
					     2001	 8,161	 218p	 2010-2012
					     2002	 157,061	 188p	 2010-2012
					     2003	 513,061	 77p	 2010-2013
ShareSave plans					     2005	 4,576,045	 298p	 2010/2011
					     2007	 10,949,312	 416p	 2011/2013
					     2009	 11,905,178	 387p	 2013/2015

Under the terms of the Rolls-Royce 1999 Executive Share Option Plan, options granted to 42 directors and senior executives were outstanding at 
December 31, 2009.
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21 Operating and finance leases

Operating leases	
Leases as lessee
							       2009	 2008 
		  					     £m	 £m

Rentals paid	 – hire of plant and machinery							       68	 64
	 – hire of other assets							       24	 25
Non-cancellable operating lease rentals are payable as follows:								      
Within one year							       82	 104
Between one and five years							       182	 163
After five years							       123	 205
							       387	 472

Leases as lessor
							       2009	 2008 
		  					     £m	 £m

Rentals received – credited within revenue from aftermarket services						      22	 26
Non-cancellable operating lease rentals are receivable as follows:								      
Within one year							       5	 6
Between one and five years							       11	 13
After five years							       5	 3
							       21	 22

The Group acts as lessee and lessor for both land and buildings and gas turbine engines, and acts as lessee for some plant and equipment.
•	 Sublease payments of £18m (2008 £15m) and sublease receipts of £11m (2008 £11m) were recognised in the income statement in the year.
•	 Purchase options exist on aero engines, land and buildings and plant and equipment with the period to the purchase option date varying between 

one to five years.
•	 Renewal options exist on aero engines, land and buildings and plant and equipment with the period to the renewal option varying between one to 

21 years at terms to be negotiated upon renewal.
•	 Escalation clauses exist on some leases and are linked to LIBOR.
•	 The total future minimum sublease payments expected to be made is £14m (2008 £88m) and sublease receipts expected to be received is £4m 

(2008 £6m).

Finance leases
Finance lease liabilities are payable as follows:
					     2009			   2008 
			   Payments	 Interest	 Principal	 Payments	 Interest	 Principal 
			   £m	 £m	 £m	 £m	 £m	 £m

Within one year			   –	 –	 –	 4	 1	 3
Between one and five years			   1	 –	 1	 –	 –	 –
After five years			   –	 –	 –	 1	 –	 1
			   1	 –	 1	 5	 1	 4

There were no contingent rents recognised as an expense in the year (2008 £nil). The future minimum sublease receipts expected under non-
cancellable subleases is £4m (2008 £6m).
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22 Contingent liabilities

In connection with the sale of its products the Group will, on some occasions, provide financing support for its customers. The Group’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 Group’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 Group 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:
			   2009	 2008
		  			   £m	 $m	 £m	 $m

Gross contingent liabilities		  			   704	 1,137	 775	 1,086
Contingent liabilities net of relevant security1		  			   134	 217	 155	 222
Contingent liabilities net of relevant security reduced by 20 per cent2		  		  233	 376	 246	 354
1 Security includes unrestricted cash collateral		  			   77	 124	 85	 123

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 Group in the ordinary course of business for product delivery, performance and 
reliability. The Group has, in the normal course of business, entered into arrangements in respect of export finance, performance bonds, countertrade 
obligations and minor miscellaneous items. Various Group undertakings are parties to legal actions and claims which arise in the ordinary course of 
business, some of which are for substantial amounts. These include claims, which are yet to be substantiated, received by EPI Europrop International 
GmbH (EPI) in which the Group is a partner, which is developing the TP400 engine for the Airbus A400M aircraft. As a consequence of the insolvency 
of an insurer as previously reported, the Group is no longer fully insured against known and potential claims from employees who worked for certain 
of the Group’s UK-based businesses for a period prior to the acquisition of those businesses by the Group. 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 Group.

There is continuing uncertainty about the A400M programme. Airbus is currently in negotiation with its customers to determine the future of the 
programme. The timing and outcome of these negotiations, and their possible impact on EPI and the Group, is uncertain. In the event that the 
programme were cancelled, at December 31, 2009, the Group’s balance sheet included net assets of £17m in relation to the programme, which would 
require impairment. 



Notes to the consolidated financial statements – continued 141

Annual report 2009Rolls-Royce Group plc

Co
rp

or
at

e 
go

ve
rn

an
ce

Bu
sin

es
s r

ev
ie

w
Fi

na
nc

ia
l s

ta
te

m
en

ts

23 Related party transactions
							       2009	 2008 
		  					     £m	 £m

Sales of goods and services to joint ventures and associates							       2,136	 1,555
Purchases of goods and services from joint ventures and associates							       (1,900)	 (1,482)
Operating lease payments to joint ventures and associates							       (45)	 (36)
Guarantees of joint ventures’ and associates’ borrowings							       15	 13
Dividends received from joint ventures and associates							       77	 59
RRSP receipts from joint ventures and associates							       7	 19
Interest received from joint ventures and associates							       –	 2
Other income received from joint ventures and associates							       52	 102

The aggregated balances with joint ventures are shown in notes 12 and 15. Transactions with Group pension schemes are shown in note 18.

In the course of normal operations, related party transactions entered into by the Group have been contracted on an arms-length basis.

Key management personnel are deemed to be the directors and the members of the Group Executive as set out on pages 66 to 69. Remuneration for 
key management personnel is shown below:
			   				    2009	 2008 
			   				    £m	 £m

Salaries and short-term benefits			   				    11	 9
Post-retirement schemes			   				    2	 2
Share-based payments			   				    4	 6
			   				    17	 17

More detailed information regarding the directors’ remuneration, shareholdings, pension entitlements, share options and other long-term incentive 
plans is shown in the Directors’ remuneration report on pages 80 to 90.
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Notes to the consolidated financial statements – continued

24 Acquisitions and disposals

During the year, the Group acquired 58 per cent of the shares of Tidal Generation Limited (previously a joint venture with a Group interest of  
42 per cent) and 49 per cent of shares in Europea Microfusioni Aerospaziali S.p.A. (previously a subsidiary with a Group interest of 51 per cent) as 
summarised below:
			   					     Total 
								        £m

Trade and other receivables								        2
Cash at bank and in hand								        3
Trade and other payables								        (1)
Net assets acquired								        4
Goodwill arising								        6
Acquisition cost								        10
Less cash in acquired businesses								        (3)
Cash outflow per cash flow statement								        7

There were no significant fair value adjustments in respect of the net assets acquired.

During the year, the Group disposed of its interests in a number of small businesses, as summarised below:
			   					     Total 
								        £m

Trade and other receivables								        2
Assets held for resale								        2
Net assets								        4
Profit on sale or termination of businesses								        (2)
Disposal proceeds								        2
Receipt of proceeds deferred at December 31, 2008								        1
Cash inflow per cash flow statement								        3
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Company financial statements

Annual report 2009

						      	 2009	 2008  
						      Notes	 £m	 £m

Fixed assets
Investments in shares in subsidiary undertakings at cost						      2	 2,261	 2,230 
Current assets
Amounts owed by subsidiary undertakings due within one year							       –	 165
Cash at bank						      	 2	 2
						      	 2	 167 
Creditors – amounts falling due within one year
Financial liabilities						      3	 (13)	 – 
Amounts owed to subsidiary undertakings due within one year						      	 (71)	 – 
						      	 (84)	 –
Net current assets						      	 (82)	 167
				  
Total assets less current liabilities						      	 2,179	 2,397 
Net assets						      	 2,179	 2,397 
				  
Capital and reserves				  
Called-up share capital						      4	 371	 369
Share premium account						      5	 98	 82
Merger reserve						      5	 –	 214
Capital redemption reserves						      5	 968	 767
Other reserve						      5	 108	 77
Own shares reserve						      5	 (27)	 (35)
Profit and loss account						      5	 661	 923
Equity shareholders’ funds						      	 2,179	 2,397

The financial statements on pages 143 to 145 were approved by the Board on February 10, 2010 and signed on its behalf by:

Simon Robertson Chairman			   Andrew Shilston Finance Director

Company balance sheet
At December 31, 2009

Reconciliation of movements in shareholders’ funds
For the year ended December 31, 2009

						      	 2009	 2008  
							       £m	 £m 

At January 1						      	 2,397	 2,607 
Profit/(loss) for the year						      	 –	 (1)
Arising on issue of ordinary shares						      	 18	 17 
Issues of B/C Shares						      	 (263)	 (237)
Conversion of B Shares into ordinary shares						      	 –	 53 
Ordinary shares purchased						      	 (17)	 (71)
Share-based payment adjustments						      	 44	 29 
At December 31						      	 2,179	 2,397
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Notes to the Company financial statements

1 Accounting policies

Basis of accounting
The financial statements have been prepared in accordance with applicable UK Accounting Standards on the historical cost basis.

As permitted by section 408 of the Companies Act 2006, 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. As permitted by FRS 8 Related party transactions, 
no related party disclosures for the Company have been included.

Investments in subsidiary undertakings
Investments in subsidiary undertakings are reported at cost less any amounts written off.

Share-based payments
As described in the Directors’ remuneration report on pages 80 to 90, the Company grants awards of its own shares to employees of its subsidiary 
undertakings, (see note 20 of the consolidated financial statements). The costs of share-based payments in respect of these awards are accounted for, 
by the Company, as an additional investment in its subsidiary undertakings. The costs are determined in accordance with FRS 20 Share-based payment. 
Any payments made by the subsidiary undertakings in respect of these arrangements are treated as a return of this investment.

Own shares for settlement of share-based payment plans
Where the Company acquires its own shares for the purpose of satisfying share-based payment plans, the cost in excess of any exercise price payable 
by the plan participants is written off to the profit and loss reserve.

Current assets
Amounts are recognised at the lower of cost and net realisable value.

Financial instruments
In accordance with FRS 25 Financial instruments: Presentation, the Company’s C Shares are classified as financial liabilities and held at amortised cost 
from the date of issue until redeemed.

Taxation
Provision for taxation is made at the current rate and, in accordance with FRS 19 Deferred tax, for deferred taxation at the projected rate on timing 
differences that have originated, but not reversed at the balance sheet date. 

2 Investments – subsidiary undertakings
					     			   £m 

Cost:				  
At January 1, 2009		  						      2,230 
Cost of share-based payments in respect of employees of subsidiary undertakings less receipts from subsidiaries in respect of those payments		  31 
At December 31, 2009		  						      2,261 

3 Financial liabilities

C Shares
Movements in the C Shares during the year were as follows:
							       C Shares	 Nominal 
							       of 0.1p	 value 
							       Millions	 £m 

Authorised
At January 1, and December 31, 2009			   				    2,000,000	 2,000
Issued and fully paid
At January 1, 2009			   				    –	 – 
Shares issued			   				    263,776	 264 
Shares redeemed			   				    (251,199)	 (251)
At December 31, 2009			   				    12,577	 13 

Rights attaching to C Shares are described in the Directors’ report on page 76.

Notes to the Company financial statements
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4 Share capital
			   Non-equity	 Equity
							       Ordinary 
				    Special	 Preference	 Nominal	 shares of	 Nominal 
				    Share	 shares of	 value	 20p each	 value 
				    of £1	 £1 each	 £m	 Millions	 £m 

Authorised
At January 1, 2008 and December 31, 2009				    1	 50,000	 –	 2,500	 500 
Issued and fully paid								      
At January 1, 2008				    1	 –	 –	 1,820	 364 
Exercise of share options				    –	 –	 –	 12	 2 
B Share conversion into ordinary shares				    –	 –	 –	 12	 3 
At January 1, 2009				    1	 –	 –	 1,844	 369 
Exercise of share options				    –	 –	 –	 10	 2 
At December 31, 2009				    1	 –	 –	 1,854	 371 

The rights attaching to each class of share are set out in the Directors’ report on page 76.

In accordance with FRS 25 Financial instruments: Presentation, the Company’s non-cumulative redeemable preference shares (C Shares) are classified as 
financial liabilities. Accordingly, movements in C Shares are included in note 3.

5 Movements in capital and reserves
	 	 Non-distributable reserves
				    Capital			   Profit 
	 Share	 Share	 Merger	 redemption	 Other	 Own shares	 and loss 
	 capital	 premium	 reserve	 reserves	 reserve1	 reserve2	 account	 Total  
	 £m	 £m	 £m	 £m	 £m	 £m	 £m	 £m 

At January 1, 2009	 369	 82	 214	 767	 77	 (35)	 923	 2,397 
Result for the year	 –	 –	 –	 –	 –	 –	 –	 – 
Arising on issue of ordinary shares	 2	 16	 –	 –	 –	 –	 –	 18 
Issue of C Shares	 –	 –	 (214)	 (50)	 –	 –	 1	 (263)
Redemption of C Shares	 –	 –	 –	 251	 –	 –	 (251)	 – 
Own shares purchased	 –	 –	 –	 –	 –	 (17)	 –	 (17)
Own shares vesting in share-based payment plans	 –	 –	 –	 –	 –	 25	 (25)	 – 
Share-based payment adjustments	 –	 –	 –	 –	 31	 –	 13	 44 
At December 31, 2009	 371	 98	 –	 968	 108	 (27)	 661	 2,179 

1	 The ‘Other reserve’ represents the value of share-based payments in respect of employees of subsidiary undertakings for which payment has not been received.
2	 At December 31, 2009, the Company held 7,156,197 shares (2008 8,017,635) with a net book value of £27m (2008 £35m).

6 Contingent liabilities

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, 2009 these guarantees amounted to £1,876m (2008 £1,273m).

7 Other information

Emoluments of directors
The remuneration of the directors of the Company is shown in the Directors’ remuneration report on pages 80 to 90.

Employees
The Company had no employees in 2009 and 2008.

Share-based payments
Shares in the Company have been granted to employees of the Group as part of share-based payment plans and are charged in the  
employing company.

Notes to the Company financial statements – continued



146

Annual report 2009Rolls-Royce Group plc

Co
rp

or
at

e 
go

ve
rn

an
ce

Bu
sin

es
s r

ev
ie

w
Fi

na
nc

ia
l s

ta
te

m
en

ts
Other matters

Incorporated within the UK – held by Rolls-Royce Group plc

Rolls-Royce plc		  Principal trading company

Incorporated within the UK – indirectly held

Optimized Systems and Solutions Limited		  Equipment health management and advanced data management services
Rolls-Royce Fuel Cell Systems Limited		  Development of fuel cell systems
Rolls-Royce International Limited		  International support and commercial information services
Rolls-Royce Leasing Limited		  Engine leasing
Rolls-Royce Marine Electrical Systems Limited	 Marine electrical systems
Rolls-Royce Marine Power Operations Limited	 Nuclear submarine propulsion systems
Rolls-Royce Power Development Limited		  Generation of electricity from independent power projects
Rolls-Royce Power Engineering plc		  Energy and marine systems
Rolls-Royce Total Care Services Limited		  Aero engine aftermarket support services
Tidal Generation Limited		  Development of tidal generation systems

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 – indirectly held

Brazil	 Rolls-Royce Brasil Limitada	 Aero engine repair and overhaul
Canada	 Rolls-Royce Canada Limited	 Industrial gas turbines and aero engine sales, service and overhaul
China	 Rolls-Royce Marine (Shanghai) Limited	 Manufacture and supply of marine equipment
Finland	 Rolls-Royce OY AB	 Manufacture of marine winches and propeller systems
France	 Rolls-Royce Civil Nuclear SAS	 Instrumentation and control systems and lifecycle management for	
		  nuclear power plants
France	 Rolls-Royce Technical Support SARL	 Aero engine project support
Germany	 Rolls-Royce Deutschland Ltd & Co KG	 Aero engine design, development and manufacture
Guernsey	 Nightingale Insurance Limited	 Insurance services
India	 Rolls-Royce India Private Limited	 Diesel engine project management and customer support
India	 Rolls-Royce Operations (India) Private Limited	 Engineering support services
Italy	 Europea Microfusioni Aerospaziali S.p.A.	 Manufacture of gas turbine engine castings
Norway	 Rolls-Royce Marine AS	 Design and manufacture of ship equipment
Norway	 Scandinavian Electric Holding AS	 Marine electrical systems
Singapore	 Rolls-Royce Singapore Pte Limited	 Energy and marine aftermarket support services
Sweden	 Rolls-Royce AB	 Manufacture of marine propeller systems
US	 Data Systems & Solutions LLC	 Instrumentation and control systems and lifecycle management for	
		  nuclear power plants
US	 Optimized Systems and Solutions Inc.	 Equipment health management and advanced data 
		  management services
US	 Rolls-Royce Commercial Marine Inc.	 Marine aftermarket support services
US	 Rolls-Royce Corporation	 Design, development and manufacture of gas turbine engines
US	 Rolls-Royce Crosspointe LLC	 Manufacturing facility for aero engine parts
US	 Rolls-Royce Energy Systems Inc.	 Energy turbine generator packages
US	 Rolls-Royce Engine Services – Oakland Inc.	 Aero engine repair and overhaul
US	 Rolls-Royce Defense Services Inc.	 Aero engine repair and overhaul
US	 Rolls-Royce Naval Marine Inc.	 Design and manufacture of marine equipment
US	 Seaworthy Systems Inc.	 Marine support services

The above companies operate principally in the country of their incorporation.
The effective Group interest is 100 per cent.

A list of all subsidiary undertakings will be included in the Company’s annual return to Companies House.

Principal subsidiary undertakings
At December 31, 2009
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Joint ventures

Incorporated within the UK – indirectly held

							       % of	 % of total  
						      Class	 class held	 equity held

Airtanker Holdings Limited 
Strategic tanker aircraft PFI project						      Ordinary	 20	 20
Airtanker Services Limited 
Provision of aftermarket services for strategic tanker aircraft						      Ordinary	 22	 22
Alpha Partners Leasing Limited						      A Ordinary	 100 
Aero engine leasing						      B Ordinary	 –	}	 50

Composite Technology & Applications Limited						      A Ordinary	 100 
Development of aero engine fan blades						      B Ordinary	 –	}	 51

Genistics Holdings Limited						      A Ordinary	 100 
Trailer-mounted field mobile generator sets						      B Ordinary	 –	}	 50

Rolls-Royce Goodrich Engine Control Systems Limited 
Development and manufacture of aero engine controls						      Ordinary	 50	 50
Rolls-Royce Snecma Limited (UK & France)						      A Shares	 – 
Aero engine collaboration						      B Shares	 100	}	 50

Rolls-Royce Turbomeca Limited (UK & France)						      A Shares	 – 
Aero engine collaboration						      B Shares	 100	}	 50

Rolls Wood Group (Repair and Overhauls) Limited						      A Ordinary	 100 
Industrial gas turbine repair and overhaul						      B Ordinary	 –	}	 50

TRT Limited						      A Ordinary	 – 
Aero engine turbine blade repair services						      B Ordinary	 100	}	 49.5

Turbine Surface Technologies Limited						      A Ordinary	 – 
Aero engine turbine surface coatings						      B Ordinary	 100	}	 50

Turbo-Union Limited (UK, Germany & Italy)						      Ordinary	 40 
RB199 engine collaboration						      A Shares	 37.5	}	 40

Principal joint ventures and associates
At December 31, 2009

Other matters
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Other matters

Joint ventures

Incorporated overseas – indirectly held
							       % of	 % of total  
						      Class	 class held	 equity held

China	 Xian XR Aero Components Co Limited 
	 Manufacturing facility for aero engine parts	 Ordinary	 49	 49
Germany	 EPI Europrop International GmbH (effective interest 35.5%) 
	 A400M engine collaboration	 Ordinary	 28	 28
Germany	 EUROJET Turbo GmbH (UK, Germany, Italy & Spain) (effective interest 39%) 
	 EJ200 engine collaboration	 Ordinary	 33	 33
Germany	 MTU, Turbomeca, Rolls-Royce GmbH (UK, France & Germany) 
	 MTR390 engine collaboration	 Ordinary	 33.3	 33.3
Germany	 N3 Engine Overhaul Services Verwaltungsgesellschaft mbh 
	 Aero engine repair and overhaul	 Ordinary	 50	 50
Hong Kong	 Hong Kong Aero Engine Services Limited 
	 Aero engine repair and overhaul	 Ordinary	 45	 45
Israel	 Techjet Aerofoils Limited	 A Ordinary	 50		   
	 Manufacture of compressor aerofoils for gas turbines	 B Ordinary	 50	}	 50

Malaysia	 Advanced Gas Turbine Solutions Sdn Bhd 
	 Industrial gas turbine aftermarket services	 Ordinary	 49	 49
Singapore	 International Engine Component Overhaul Pte Limited 
	 Aero engine repair and overhaul	 Ordinary	 50	 50
Singapore	 Singapore Aero Engine Services Private Limited (effective interest 39%) 
	 Aero engine repair and overhaul	 Ordinary	 30	 30
Spain	 Industria de Turbo Propulsores SA 
	 Aero engine component manufacture and maintenance	 Ordinary	 46.9	 46.9
Switzerland	 IAE International Aero Engines AG (UK, Germany, Japan & US)	 A Shares	 100 
	 V2500 engine collaboration	 B Shares	 – 
		  C Shares	 – 
		  D Shares	 –	}	 32.5

US	 Alpha Leasing (US) LLC, Alpha Leasing (US) (No.2) LLC,  
	 Alpha Leasing (US) (No.4) LLC, Alpha Leasing (US) (No.5) LLC,  
	 Rolls-Royce & Partners Finance (US) LLC, Rolls-Royce & Partners Finance (US) (No.2) LLC 
	 Aero engine leasing	 Partnerships	 50	 –
US	 Exostar LLC 
	 Business to business internet exchange	 Partnership	 17.6	 –
US	 GE Rolls-Royce Fighter Engine Team LLC 
	 F136 development engine for the Joint Strike Fighter (JSF) Programme	 Partnership	 40	 –
US	 Texas Aero Engine Services, LLC 
	 Aero engine repair and overhaul	 Partnership	 50	 –
US	 Williams-Rolls Inc. (UK & US) 
	 Small aero engine collaboration	 Common	 15	 15

Unincorporated overseas – held by subsidiary undertaking
US	 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

Associate

Incorporated overseas – held by subsidiary undertaking
Norway	 ODIM ASA 
	 Provider of specialist marine handling systems	 Ordinary	 33	 33

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

Principal joint ventures and associates (continued)
At December 31, 2009
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We have audited the financial statements of Rolls-Royce Group plc for the year ended December 31, 2009 set out on pages 92 to 148. The financial 
reporting framework that has been applied in the preparation of the Group financial statements is applicable law and International Financial Reporting 
Standards (IFRSs) as adopted by the EU. The financial reporting framework that has been applied in the preparation of the parent company financial 
statements is applicable law and UK Accounting Standards (UK Generally Accepted Accounting Practice).

This report is made solely to the Company’s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies Act 2006. Our audit work 
has been undertaken so that we might state to the Company’s members those matters we are required to state to them in an auditors’ report and for 
no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the Company and the 
Company’s members, as a body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of directors and auditors
As explained more fully in the Directors’ responsibilities statement set out on page 78, the directors are responsible for the preparation of the financial 
statements and for being satisfied that they give a true and fair view. Our responsibility is to audit the financial statements in accordance with 
applicable law and International Standards on Auditing (UK and Ireland). Those standards require us to comply with the Auditing Practices Board’s 
(APB’s) Ethical Standards for Auditors.

Scope of the audit of the financial statements
A description of the scope of an audit of financial statements is provided on the APB’s website at www.frc.org.uk/apb/scope/UKP.

Opinion on financial statements
In our opinion:
•	 the financial statements give a true and fair view of the state of the Group’s and of the parent company’s affairs as at December 31, 2009 and of the 

Group’s profit for the year then ended;
•	 the Group financial statements have been properly prepared in accordance with IFRSs as adopted by the EU;
•	 the parent company financial statements have been properly prepared in accordance with UK Generally Accepted Accounting Practice;
•	 the financial statements have been prepared in accordance with the requirements of the Companies Act 2006; and, as regards the Group financial 

statements, Article 4 of the IAS Regulation.

Opinion on other matters prescribed by the Companies Act 2006
In our opinion:
•	 the part of the Directors’ remuneration report to be audited has been properly prepared in accordance with the Companies Act 2006; and
•	 the information given in the Directors’ report for the financial year for which the financial statements are prepared is consistent with the financial 

statements.

Matters on which we are required to report by exception
We have nothing to report in respect of the following:

Under the Companies Act 2006 we are required to report to you if, in our opinion:
•	 adequate accounting records have not been kept by the parent company, or returns adequate for our audit have not been received from branches 

not visited by us; or
•	 the parent company financial statements and the part of the Directors’ remuneration report to be audited are not in agreement with the accounting 

records and returns; or
•	 certain disclosures of directors’ remuneration specified by law are not made; or
•	 we have not received all the information and explanations we require for our audit.

Under the Listing Rules we are required to review:
•	 the directors’ statement, set out on page 79, in relation to going concern; and
•	 the part of the Corporate governance statement on page 66 relating to the Company’s compliance with the nine provisions of the June 2008 

Combined Code specified for our review.

A J Sykes (Senior Statutory Auditor)
for and on behalf of KPMG Audit Plc, Statutory Auditor
Chartered Accountants
8 Salisbury Square
London
EC4Y 8BB
February 10, 2010

Independent auditors’ report
to the members of Rolls-Royce Group plc

Other matters
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Other matters

Group five-year review
For the years ended December 31

			   	 2009	 2008	 2007	 2006	 2005 
Income statement			   	 £m	 £m	 £m	 £m	 £m

Revenue			   	 10,414	 9,082	 7,435	 7,156	 6,603 
Profit before net research and development and share of joint ventures and associates	 	 1,458	 1,191	 827	 1,016	 1,113 
Research and development (net) 1			   	 (379)	 (403)	 (381)	 (370)	 (282)
Share of profit of joint ventures and associates			   	 93	 74	 66	 47	 46 
Profit before financing			   	 1,172	 862	 512	 693	 877 
Net financing			   	 1,785	 (2,754)	 221	 698	 (400)
Profit/(loss) before taxation 2			   	 2,957	 (1,892)	 733	 1,391	 477 
Taxation			   	 (740)	 547	 (133)	 (397)	 (130)
Profit/(loss) for the year			   	 2,217	 (1,345)	 600	 994	 347 
 
Attributable to:
Equity holders of the parent			   	 2,221	 (1,340)	 606	 998	 350 
Minority interests			   	 (4)	 (5)	 (6)	 (4)	 (3)
Profit/(loss) for the year			   	 2,217	 (1,345)	 600	 994	 347 
 
1 Research and development (gross)			   	 (864)	 (885)	 (824)	 (747)	 (663)
2 Underlying profit before taxation			   	 915	 880	 800	 705	 593 
 
Earnings per ordinary share:
Underlying			   	 39.67p	 36.70p	 34.06p	 29.81p	 24.48p 
Basic			   	 120.38p	 (73.63p)	 33.67p	 57.32p	 20.11p 
 
Payments to shareholders per ordinary share			   	 15.00p	 14.30p	 13.00p	 9.59p	 8.72p 

			   	 2009	 2008	 2007	 2006	 2005 
Balance Sheet			   	 £m	 £m	 £m	 £m	 £m 

Assets			   	 15,422	 15,348	 11,459	 10,798	 9,627 
Liabilities			   	 (11,640)	 (13,123)	 (7,910)	 (8,073)	 (8,122)
			   	 3,782	 2,225	 3,549	 2,725	 1,505 
 
Called-up share capital			   	 371	 369	 364	 356	 352 
Reserves			   	 3,411	 1,847	 2,815	 2,362	 1,147 
Equity attributable to equity holders of the parent			   	 3,782	 2,216	 3,179	 2,718	 1,499 
Minority interests			   	 –	 9	 12	 7	 6 
			   	 3,782	 2,225	 3,191	 2,725	 1,505 

			   	 2009	 2008	 2007	 2006	 2005 
Cash flow			   	 £m	 £m	 £m	 £m	 £m

Cash inflow from operating activities			   	 859	 1,015	 705	 1,072	 1,060 
Cash outflow from investing activities			   	 (606)	 (645)	 (572)	 (469)	 (289)
Cash inflow/(outflow) from financing activities			   	 384	 (221)	 (473)	 (122)	 (443)
Increase/(decrease) in cash and cash equivalents			   	 637	 149 	 (340)	 481	 328 
 
Net funds			   	 1,275	 1,458	 888	 826	 335 
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Financial calendar 2010-2011
Ex entitlement to C Shares	 April 21, 2010
Record date for entitlement to C Shares	 April 23, 2010
Annual General Meeting, Queen Elizabeth II Conference Centre, London	 11.00am April 28, 2010
Deadline for receipt of C Share elections	 5.00pm June 4, 2010
Record date for dividend payable on C Shares	 June 4, 2010
Allotment of C Shares	 July 1, 2010
Payment of C Share redemption monies	 July 2, 2010
Purchase of ordinary shares for CRIP participants	 By July 13, 2010
Announcement of interim results	 July 29, 2010
Ex entitlement to C Shares	 October 27, 2010
Record date for entitlement to C Shares	 October 29, 2010
Deadline for receipt of C Share elections	 5.00pm December 3, 2010
2010 Financial year end	 December 31, 2010
Allotment of C Shares	 January 4, 2011
Payment of C Share redemption monies	 January 5, 2011
Purchase of ordinary shares for CRIP participants	 By January 13, 2011
Preliminary announcement – 2010 full year results	 February, 2011
2010 Annual report published	 March, 2011

Shareholder information
to the members of Rolls-Royce Group plc

Registrar
Our Registrar is Computershare Investor Services PLC. When making 
contact with the Registrar please quote your Shareholder Reference 
Number (SRN). This is a 10-digit number, which usually starts with the 
letter ‘C’ and which can be found on the right hand side of your share 
certificate. You can speak to a member of the Registrar’s Rolls-Royce 
team by calling +44 (0)870 703 0162 between 8.30am and 5.30pm 
Monday to Friday or you can write to them at Computershare Investor 
Services PLC, The Pavilions, Bridgwater Road, Bristol, BS13 8AE. 

Information available on the internet
You can access copies of the Annual report, Company announcements 
and much more at www.rolls-royce.com.

You can also visit our Registrar’s website at www.investorcentre.co.uk to:
•	 view your account balance, values and history;
•	 view your payment history; 
•	 update a record of your bank details;
•	 register to receive electronic shareholder communications;
•	 download forms; 
•	 deal in Rolls-Royce shares online;
•	 vote online for forthcoming general meetings;
•	 view your holdings in all companies registered with Computershare 

and create a portfolio; and 
•	 track the market value of your portfolio.

Share dealing service
Our Registrar offers both internet and telephone dealing services. You 
can deal over the telephone or on the internet from 8.00am to 4.30pm 
Monday to Friday excluding Bank holidays. Real-time trading is available 
on the internet during market hours and there is no need to open a 
trading account in order to deal. The fee for the service is 0.5 per cent of 
the value of each sale or purchase of shares subject to a minimum fee of 
£15. The maximum value of shares you can trade using the internet is 
£25,000 for purchases and £50,000 for sales. Please note that the internet 
dealing service is only available to existing shareholders at
www-uk.computershare.com/investor/sharedealing.asp.

The fee for the Telephone Share Dealing Service is one per cent of the 
value of the transaction subject to a minimum fee of £25. If you would 
like to use this service please call +44 (0)870 703 0084. Stamp duty of  
0.5 per cent is also payable on all purchases.

Share price
You can obtain the current market price of the Company’s shares on our 
website at www.rolls-royce.com or from Teletext, Ceefax or similar 
services or on the London Stock Exchange website at
www.londonstockexchange.com.

American Depositary Receipts Programme (ADR)
Rolls-Royce ordinary shares are traded in the US in the form of a 
sponsored ADR facility with The Bank of New York Mellon as the 
depositary. Each ADR represents five ordinary shares.

For further information about the US ADR programme, please contact 
your broker or write to:

BNY Mellon
Shareholder Services
PO Box 358516
Pittsburgh PA 15252-8516
Phone: +1 888 269 2377 or +1 888 BNY ADRS (toll free within the US)
Phone outside the US: +1 201 680 6825
Email: shrrelations@bnymellon.com
Website: www.adrbnymellon.com 

Unsolicited mail
The Company is legally obliged to supply the names and addresses of its 
members to certain organisations on request. Because of this, you may 
receive mail you have not asked for. If you want to limit the amount of 
personally addressed unsolicited mail you receive, and you have a UK 
registered address, please write to the Mailing Preference Service (MPS), 
DMA House, 70 Margaret Street, London, W1W 8SS or register by 
telephoning +44 (0)845 703 4599 or online at www.mpsonline.org.uk.

Other matters
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Other matters

ShareGift
The Orr Mackintosh Foundation operates a charity donation scheme for shareholders with small numbers of shares which may be uneconomic to sell. 
Details of the scheme are available from ShareGift at www.sharegift.org or you can write to Orr Mackintosh Foundation, 17 Carlton House Terrace, 
London SW1Y 5AH (telephone +44 (0)20 7930 3737).

Warning to shareholders
We are aware that some shareholders have received unsolicited phone calls or correspondence concerning investment matters. These are typically 
from overseas based ‘brokers’ who target UK shareholders, offering to sell them what often turn out to be worthless or high risk shares in US or UK 
investments. Such operations are commonly known as ‘boiler rooms’. These ‘brokers’ can be very persistent and extremely persuasive and a 2006 
survey by the Financial Services Authority (FSA) has reported that the average amount lost by each investor is around £20,000.
 
Shareholders are advised to be very wary of any unsolicited advice, offers to buy shares at a discount or offers of free company reports. If you receive 
any unsolicited investment advice:
•	 Make sure you get the correct name of the person and organisation.
•	 Check that they are properly authorised by the FSA before getting involved by visiting www.fsa.gov.uk/pages/register. 
•	 Report the matter to the FSA. For UK callers telephone 0300 500 5000 and for overseas callers telephone +44 20 7066 1000 or visit 

www.moneymadeclear.fsa.gov.uk. 
•	 If the calls persist, hang up.

If you deal with an unauthorised firm, you will not be eligible to receive payment under the Financial Services Compensation Scheme.

Dividends paid on C Shares held
		  Record date for 
C Share calculation period	 Dividend rate (%)	 C Share dividend	 Payment date

July 1, 2009 – December 31, 2009	 1.055	 November 20, 2009	 January 4, 2010
January 1, 2009 – June 30, 2009	 1.110	 June 5, 2009	 July 1, 2009

Previous C Share Issues
	  Apportionment values	 CGT apportionment
				    Price of	 Value of 
				    ordinary	 C Share 
	 No of C Shares	 Record date for	 Latest date for	 shares on	 issues per	 Ordinary		  Date of 
	 issued per	 entitlement	 receipt of election	 first day	 ordinary	 shares	 C Shares	 redemption	 CRIP purchase	 CRIP purchase 
Issue date	 ordinary share	 to C Shares	 forms by Registrar	 of trading (p)*	 share (p)**	 (%)	 (%)	 of C Shares	 date	 price (p)

January 4, 2010	 60.0	 October 30, 2009	 December 4, 2009	 486.250	 6.00	 98.78	 1.22	 January 5, 2010	 January 8, 2010	 491.970
July 2, 2009	 85.8	 April 24, 2009	 June 5, 2009	 366.500	 8.58	 97.71	 2.29	 July 2, 2009	 July 3, 2009	 367.628
January 2, 2009	 57.2	 October 31, 2008	 December 5, 2008	 343.125	 5.72	 98.36	 1.64	 January 5, 2009	 January 6, 2009	 362.240

Details of previous B Share issues can be found in the investors section on the Group’s website at www.rolls-royce.com.

Analysis of ordinary shareholders at December 31, 2009
				    Number of	 % of total	 Number of	 % of total 
Type of holder:				    shareholders	 shareholders	 shares	 shares

Individuals				    226,717	 97.52	 130,632,130	 7.05
Institutional and other investors				    5,776	 2.48	 1,723,454,910	 92.95
Total				    232,493	 100.00	 1,854,087,040	 100.00
Size of holding:							     
1 – 150				    69,016	 29.69	 7,043,918	 0.38
151 – 500				    121,350	 52.20	 31,407,665	 1.69
501 – 10,000				    40,068	 17.23	 67,226,364	 3.63
10,001 – 100,000				    1,430	 0.61	 37,527,196	 2.02
100,001 – 1,000,000				    438	 0.19	 155,217,055	 8.37
1,000,001 and over				    191	 0.08	 1,555,664,842	 83.91
Total				    232,493	 100.00	 1,854,087,040	 100.00

Shareholder information (continued)
to the members of Rolls-Royce Group plc



Directors’ report
The Directors present the Annual report for the year 
ended December 31, 2009 which includes the business 
review, corporate governance and audited financial 
statements for the year. References to ’Rolls-Royce’, the 
‘Group’, the ’Company’, ‘we’, or ‘our’ are to Rolls-Royce 
Group plc and/or its subsidiaries, or any of them as the 
context may require. Pages 01 to 90, inclusive, of this 
Annual report comprise a Directors’ report that has been 
drawn up and presented in accordance with English 
company law and the liabilities of the Directors in 
connection with that report shall be subject to the 
limitations and restrictions provided by such law. 
Rolls-Royce Group plc is incorporated as a public limited 
company and is registered in England under the UK 
Companies Act 1985 with the registered number 
4706930. Rolls-Royce Group plc’s registered office is  
65 Buckingham Gate, London, SW1E 6AT. 
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Cautionary statement regarding forward-looking statements 
This Annual report has been prepared for the members of the Company only. The Company, its directors, employees or agents do not accept  
or assume responsibility to any other person in connection with this document and any such responsibility or liability is expressly disclaimed.  
This Annual report contains certain forward-looking statements. These forward-looking statements can be identified by the fact that they do  
not relate only to historical or current facts. In particular, all statements that express forecasts, expectations and projections with respect to future 
matters, including trends in results of operations, margins, growth rates, overall market trends, the impact of interest or exchange rates, the  
availability of financing to the Group, anticipated cost savings or synergies and the completion of the Group’s strategic transactions, are  
forward-looking statements. By their nature, these statements and forecasts involve risk and uncertainty because they relate to events and  
depend on circumstances that may or may not occur in the future. There are a number of factors that could cause actual results or developments  
to differ materially from those expressed or implied by these forward-looking statements and forecasts. The forward-looking statements reflect  
the knowledge and information available at the date of preparation of this Annual report, and will not be updated during the year. Nothing in  
this Annual report should be construed as a profit forecast.

Note: The reconciliation of underlying revenues and results is provided in notes 2 and 5 on pages 104 and 111 of the consolidated financial statements.
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