
































----RANI<XEROX----

Notes to Combined Financial Statements 

i Unrealised Intra-Group Profits 
These arise on sales of equipment and supplies by certain companies 
to other Group companies. Such profits, and taxation attributable 
there.to, are dealt with in the profit and loss account as regards 
supplies when realised and as regards equipment evenly over the 
estimated useful life of such equipment. Accordingly, the unrealised 
element of profit has been deducted in arriving at the value at 
which such equipment and supplies are carried in the combined 
balance sheet and taxation paid or payable on such profit has been 
carried forward. 

j Stocks and Stores 
These are stated at the lower of cost and net realisable value on 
bases consistent with the previous yeaL Cost includes, where 
appropriate, a proportion of overheads. 

k Capital Leases 
The Group has adopted capital lease accounting procedures in 
compliance with the Statement of Financial Accounting Standards 
No 13 issued by the United States Financial Accounting Standards 
Board. 

Under these procedures assets held under capital leases are 
capitalised in the accounts at the lower of (a) the present value of 
the rental payments at the beginning of the lease term and 
(b) market value at that date, adjusted for depreciation (on a straight 
line basis) at rates intended to write off the capitalised amount over 
the term of the lease. The corresponding liabilities are included in 
long term loans or current liabilities as appropriate. 

IGoodwill 
This represents the excess of the cost of acquiring subsidiary 
companies over their net asset value at the date of joining the 
Group. This excess is being amortised over a twenty year period. 

2Turnover 
Turnover consists of equipment rentals, sales of machines, supplies 
and services, and includes royalties amounting to £13.5m 
(1978-£13.4m}.A1so included are sales to the associated company 
in respect of which appropriate unrealised profit adjustments 
(see note 1 i) have been made. 

3 Xerox Corporation charges 
With effect from 1 November 1976, the Group is charged with a 
proportion of Xerox Corporation's research and development and 
corporate overhead costs in order to reflect the benefits that the 
Group receives from these activities. These charges for the year to 
31 October 1979 were £48.1 m (1978-£ 40.5m) and have been 
deducted wholly from the profits allocated to Xerox Corporation 
and subsidiary (see note 9). 

4 Rental equipment 
Rental equipment of £346·2m (1978-£306· 8m} includes 
£52·0m (1978-£59·2m) in respect of equipment in course of 
manufacture. 

5 Current Assets and Liabilities 
a 
Current Assets: 
Stocks and stores 
Due from fellow subsidiaries 
Debtors and prepayments 
Marketable securities-market value £2.0m 
(1978-£6.5m) 
Short term deposits, bank balances and cash 

less Current Liabilities: 
Due to Xerox Corporation 
Creditors, provisions and accrued expenses 
Long term loans repayable within one year 
-see 5b 
Bank overdrafts and acceptances 
Taxation 
Dividends 

Net current assets 

1979 1978 

120.6 108.1 
--:u -----o.s 

303.0 279.1 

2.0 6.5 
69.7 69.7 

499.6 4642 

34.5 34.5 
172.9 150.8 

24.1 22.8 
29.6 28.4 

107.8 96.0 

26.1 37.8 

395.0 370.3 

104.6 93.9 

b Long term loans repayable within one year include the current 
portion of advances from Xerox Corporation amounting to 
l14.3m (1978-£9.9m). 

6 Associated Company 
The associated company is Fuji Xerox Co., Ltd., incorporated in 
Japan, in which Rank Xerox Limited owns 50 per cent of the issued 
ordinary share capital. The combined balance sheet reflects the 
investment at an amount equivalent to Rank Xerox Limited's share 
of the net assets disclosed by the consolidated balance sheet of the 
associated company at October 1979 translated at rates of exchange 
consistent with the principles stated in note lb. 

The non-distributable earnings relating to the associated company 
comprise Rank Xerox Limited's share of the profits retained by the 
associated company including amounts capitalised £02m; 
no provision has been made for any additional taxation which 
would arise on the distribution of the retained profits or on the 
disposal of the investment at the amount at which it is included in 
the combined balance sheet. The dividend receivable from the 
associated company for the year to. October 1979 was £2.1m 
(1978-£2.7m). 

The low effective tax rate applying to the profits of the 
associated company in 1979 arose as a result of those exchange 
gains on translation which are not taxable. 
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Notes to Combined Financial Statements 

7 Other Assets 
a These comprise: 1979 1978 
Tools,jigs and machine fixtures - see 7 b 2.4 6.6 
Deferred pre-production expenditure 7.6 10.5 
Loans for the purchase of 'E' shares-see 7 c -----r:s 2.2 
Long term receivables ----u.s 8.5 

Goodwill-see 11 4.2 

28.2 27.8 

8 Share Capital and Premiums 
a These comprise: 

Xerox 
Rank Xerox Limited: 
Share capital 14.9 
Share premium 

Rank Xerox Holding BV and SUbsidlaries: 
Share capital 1.2 
Share premium 0.1 

Rank Xerox Investments Limited: 
Share capital-see 85 1.3 
Snare prenuum O.I 

Rank Xerox Business Equipment Inc: 
Share capital-see 8c 
Share premium 5.4 

23.0 

b The issued share capital of Rank Xerox Investments Limited at 
31 October 1978 was less than £O.1m. 
c The issued share capital of Rank Xerox Business Equipment 

9 Reserves 

b Tools,jigs and machine fIxtures are stated at cost less amounts 
charged to date against the manufacture of equipment. Expenditur 
on such assets during the ye-ar amounted to £6' 7m (1978-£6.5m). 

c Loans for the purchase of'E' shares: 
Rank Xerox Limited and certain of its subsidiaries have made loan! 
to the Trustees of the Rank Xerox Share Purchase Scheme and to 
the National Westminster Jersey Trust Company Limited as 
Trustee of a discretionary settlement, to enable them to acquire 
'E' shares. These loans do not currently bear interest. The gross 
amount of the loans outstanding at 31st October 1979 was £6.2m 
(1978-£5.5m) againt which provision has been made amounring 
to £ 4.7m (1978-£3.3m). 

Rank 1979 1978 

Organisation 'E'Shares Total Total 

14.9 0.1 29.9 29.9 
3.0 3.0 3.0 

0.7 1.9 1.9 
0.1 0.1 

0.7 2.0 
0.1 0.2 

2.7 8.1 

19.1 3.1 45.2 34.9 

Inc. comprises 1,000 shares ofUSSl each, of which Xerox 
Corporation and The Rank Organisation Group hold 667 shares 
and 333 shares respectively. 

N on-distributable Reserves 
Unappropriated Group Associated 

a Movements in Reserves Earnings Companies Company Total --------- -------
At 1 November 1978 355.6 44.8 28.4 428.8 

------~P~r-o~fI~t-re-t~ai~n-e~d----------------------------- -------8~6=7 ------~= -------. 86J 
Transfer to non-distributable reserves (27.3) -------8-.-5 18.8 

----------------------------------------------- ----~~~ ----------------
At 31 October 1979 

b The profits of the Group for the year ended 31 October 1979 
have been allocated among the shareholders in accordance with 

Profit before taxation 

415.0 53.3 47.2 515·5 

the Articles of Association of the Group Companies and a Master 
Agreement dated 21 October 1977 as follows: 

255.1 
Deduct: Outside Shareholders' share of subsidiary profits before taxation (0.2) 

profit participation adjustments -see ge (1.0) ---
------~.,.:. 

48.1 Add: Xerox Corporation charges 

Profit participation 302.0 
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Notes to Combined Financial Statements 

c In order to obtain accelerated overseas taxation relief, additional 
sums have been provided in the accounts of certain overseas 
subsidiaries in respect of depreciation of rental equipment and 
other fixed assets, and in respect of stock and debtor provisions. 

The additional sums provided for this special purpose have been 
eliminated from the combined financial statements. The profit 
after taxation for the year ended 31 October 1979 and retained 
earnings at that date are accordingly £ l·lm and £ 69·1m 
respectively in excess of the aggregate of the relative amounts 
shown in the accounts of the subsidiaries concerned, calculated 
at current rates of exchange. 

d No provision has been made for withholding and other taxes 
that would become payable in the event of distribution of retained 
profits as reflected in the Rank Xerox Limited group accounts by 
certain overseas subsidiaries and the associated company. Such 
taxes calculated at current rates amount to approximately £57· 7m 
and £ 4.3m respectively. These retained profits have been 
re-invested locally in trading assets and it is not the intention of 
Rank Xerox Limited to initiate any action which would precipitate 
the payment of these additional taxes. 

e Profitlarticipation adjustments are profits/losses and income 
receive by Xerox Corporation during the year but which are 
attributable jointly to the shareholders of the Group companies. 
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Notes to Combined Financial Statements 

Average 
Interest 

Rate (1979) 1979 1978 
--------------~=-------~--~--~~~~--~------~----- ---- ----- ----------------d Loans are denominated in the following currencies: 
--------------~~~~-----,~~~~--------~------------ -------- ---- ----- ---------------Not fully repayable within 5 years: 

Sterling 8.9% ~ 39.2 
--------------~--~~-~~-------------------------------- -------- ---- ----- ---------------

Dutch guilders 10.0% 24.1 25.5 
Other currencies -----:-1-:-1.-:-4:-:-% ----r:2 ~ ---------------

--------------------------------------------------------- -------- ---- ----- ---------------
69·4 72.0 

--------------~~.-----.. --~~~-----.--~~----------- -------- ----- ----- ---------------Fully repayable within 5 years, and capital leases: 
Sterling 

--------------~--~~----------------------------------- -----~..,.. ---- ----- ---------------U.S. dollars 12·5% 34· 3 46.1 
--------------~~~--~--------------------------------- -----~~ ---- ----- ---------------Dutch guilders 8.9% 17.5 21.8 
--------------~--~~----------------------------------- -----~~ ---- ----- ---------------French francs 9.7% 11.7 10.6 

Other currencies -----9::::-.-=7""'% ~ ~ ---------------
--------------------------------------------------------- -------- ----- ----- ---------------

166.2 187.6 --------------------------------------------------------- -------- ----- ----- ---------------

11 Taxation 
a Provision for the Year 
The amount shown in the combined profit and loss account comprises: 
United Kingdom: 
Corporation Tax at 52% (1978-52%): 
Current (£77.4m before double taxation relief: 1978-£76.0m) ~ 25.4 

------------~D=e~f,~er-re~d~------------------------=---~----- (12·~ (O.~ -------------

29·0 24.5 
--------------~~------------------------------------------------ ---- ----- ---------------Overseas: 

Current 81-6 93.7 
Deferred (4·0) (9.5)-----

5·0 2.9 ----- ----- ---------------
Prior Year Adjustments (including rate changes) 

111·6 111.6 ----- ----- ---------------
The provision for the year reflects the release of £11.8m of deferred taxation on 
UK stock relief no longer subject to clawback, offset by additional provisions against 
tax contingencies mainly arising overseas. 

b Deferred Taxation ---- ----- ---------------
The amount shown in the combined balance sheet comprises: 

---- ----- ---------------
Deferred taxation 116·1 115.6 
less Advance corporation tax (8·9) (20.5) _____ _ 

Taxation on unrealised intra-group profits-see note 1 i (115·1) (112.0) _____ _ 

(7·9) (16.9) ----- ----- ---------------
Advance corporation tax is recoverable in the future against deferred taxation liabilities 
which have been provided for either by Rank Xerox Limited or its UK subsidiaries. 
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Notes to Combined Financial Statements 

12 Other Non-Current Liabilities 

These comprise: 
Provision for trade-in allowances on machines sold 
Long-term pension liabilities 

13 Contingent Liabilities 
There are contingent liabilities, arising in the normal course of 
business, in respect of bills discounted, &uarantees and others 
amounting to approximately £26·8m t1978-£17·4m}. 

14 Capital Expenditure 
No provision has been made in the accounts for the following capital expenditure, 
which excludes rental equipment: 

Expenditure contracted for 

1979 1978 

10·6 5.8 ---
20·8 16.7 

31.4 22.5 

1979 1978 
8·4 7.7 

-----
-----

-----

Expenditure authorised but not committed 17.0 --"'1-:-1-=.8 -----

25·4 19.5 

15 Subsidiaries 
Details of the principal subsidiaries are as follows: 

Percentage of 
Ordinary Share Capital 

Country of Owned 

Incorporation Direct Indirect Total 

Subsidiaries of Rank Xerox Limited: 
Rank Xerox {Copy Bureaux} Limited England 100 100 
Rank Xerox de Espana Limited England 100 100 
Rank Xerox (Ireland) Limited England 100 100 
Rank Xerox (Management) Limited England 100 100 
Rank Xerox {Overseas} Limited England 100 100 
Rank Xerox {R & S} Limited England 100 100 
Rank Xerox (UK) Limited England 100 100 
Rank Xerox {Australia} Pty Limited Australia 75 75 
Rank Xerox Austria GmbH Austria 100 100 
NV Rank Xerox SA Belgium 100 100 
Rank Xerox AlS Denmark 100 100 
Rank Xerox Oy Finland 100 100 
Office de Transformation Papetiere SA France 67 67 
Rank Xerox SA France 100 100 
Rank Xerox GmbH Germany 100 100 
Rank Xerox Greece SA Greece 100 100 
Rank Xerox (Nederland) BV Holland 100 100 
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Notes to Combined Financial Statements 

Percentage of 
Ordinary Share Capital 

Country of Owned 

Incorporation Direct Indirect Total 
Subsidiaries of Rank Xerox Limited 
Rank Xerox Iran Private Co. Limited Iran 100 100 
Rank Xerox SpA Italy 100 100 
Rank Xerox Kenya Limited Kenya 100 100 
Rank Xerox (NZ) Limited New Zealand 75 75 
Rank Xerox (Nigeria) Limited Nigeria 60 60 
Rank Xerox NS Norway 100 100 
Rank Xerox (Proprietary) Limited South Africa 100 100 
Rank Xerox Espanola SA Spain 25 75 100 
Rank Xerox AB Sweden 100 100 
Rank Xerox AG Switzerland 100 100 
Rank Xerox Uganda Limited Uganda 100 100 

-----
-----

There are also branches in Angola, Eire, Hong Kong, Lesotho, Malaysia, Mozambique, N arnibia, Portugal and Singa..Lp_or_e_. __ _ 

Subsidiaries ofRank Xerox Holding BV: 
Rank Xerox Manufacturing (Nederland) BV Holland 100 100 
Societe Industrielle Rank Xerox SA France 51 --- 51 
Rank Xerox Fabrikations GmbH Germany 40 ---40-

Rank Xerox Holding BV has voting control of Rank Xerox Fabrikations GmbH. 

The remaining share capital of Societe Industrielle Rank Xerox SA and Rank Xerox Fabrikations GmbH 
is held by Xerox Corporation and The Rank Organisation Group and accordingly forms part of 
'Share Capital and Premiums' referred to in note 8. 

Subsidiary ofRank Xerox Investments Limited: 
Xerox Egypt SAE 

Subsidiaries of Rank Xerox Business Equipment Inc: 
Bowker Publishing Company Limited 
Cheshire Business Equipment Limited 
Diablo Systems Limited 
Versatec Electronics Limited 
Xerox Learning Systems International Limited 
Xerox Publishing Group Limited 
Diablo Systems SA 
Diablo Systems SA 
Cheshire Buromaschinen GmbH 
Diablo Systems GmbH 

16 Holding Company 

Egypt 

England 
England 
England 
England 
England 
England 
Belgium 

France 
Germany 
Germany 

75 

100 
100 
100 
100 
100 
100 
100 
100 
100 
100 

75 

100 
100 
100 
100 
100 
100 
100 
100 
100 
100 

-----

-----

-----

The ultimate holding company is Xerox Corporation, which is incorporated in the United States of America. 
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Report of the Auditors to the 
Directors of Xerox CO!}loration 

and The Rank Organisation Limited 

We have examined the combined financial statements of Rank 
Xerox (as defmed in Note 1 to the combined financial 
statements) set out on pages 10 to 21, which have been prepared 
under the historical cost convention, pursuant to Clause 5 of the 
Master Agreement dated 21 October 1977 to which Xerox 
Corporation and subsidiaries of The Rank Organisation Limited 
are parties. 

In our opinion the combined balance sheet, combined profit and 
loss account and combined statement of source and 
application of funds together with the notes thereon have been 
properly prepared in accordance with the said Master Agreement 
and, under the historical cost convention, give a true and fair view 
of the state of affairs of the Group at 31 October 1979 and of the 
profit and of the source and application of funds for the year to 
that date. 

PEAT, MARWICK, MITCHELL & CO 
Chartered Accountants 
London 22January 1980 

• 
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Six year Financial Summary 
Figures in £ millions 

Combined Profit and Loss Account 
1979 1978 1977 1976 1975 1974 

Turnover 1,165.0 1,086.9 960.6 753.6 612.4 477.5 

Trading profit before charging depreciation 399.9 398.1 407.7 284.7 241.3 231.7 
Depreciation 114.4 108.0 90.2 83.5 72.9 59.8 

285.5 290.1 317.5 201.2 168.4 171.9 
Interest receivable 11.3 7.4 9.2 5.2 2.5 1.5 

296.8 297.5 326.7 206.4 170.9 173.4 
Interest payable 25.9 27.0 30.3 31.9 30.8 22.3 
Group profit before Xerox Corporation charges 270.9 270.5 296.4 174.5 140.1 151.1 
Share of profit before taxation of associated company 32.3 22.3 19.6 1.3 4.9 10.1 

3032 292.8 316.0 175.8 145.0 1612 
Xerox Corporation charges 48.1 40.5 39.3 
Profit before taxation 255.1 252.3 276.7 175.8 145.0 1612 

, Taxation 123.0 122.2 106.3 86.2 71.5 74.9 
Profit after taxation before extraordinary items. 132.1 130.1 170.4 89.6 73.5 86.3 
Extraordil1ary items 5.0 
Profit after extraordinary items 132.1 130.1 170.4 89.6 68.5 86.3 
Outside shareholders' interests in subsidiaries' profits 02 1.7 1.6 1.1 0.7 0.9 
profit attributable to Group shareholders 131.9 128.4 168.8 88.5 67.8 85.4 
Dividends 452 49.3 69.1 46.6 44.6 14.0 

86.7 79.1 99.7 41.9 232 71.4 
Amounts capitalised 3.7 
Prior year adjustment: capital leases 2.9 

Retained earnings for the year 86.7 79.1 93.1 41.9 23.2 71.4 

Combined Balance Sheet 
Assets employed 
Fixed Assets 541.9 479.6 455.7 406.4 398.4 351.5 
Net current assetsl(liabilities) 104.6 93.9 56.4 63.0 37.1 (16.9) 
Associated company 53.4 34.6 25.6 17.6 25.1 25.7 
Other assets 282 27.8 27.1 27.9 26.7 22.6 

728.1 635.9 564.8 514.9 487.3 382.9 

Financed by 
Share capital and premiums 452 34.9 34.9 30.3 302 29.4 
Reserves 515.5 428.8 349.7 256.5 214.6 191.4 
Total shareholders' equity 560.7 463.7 384.6 286.8 244.8 220.8 
Outside shareholders' interests in subsidiaries 9.3 9.3 8.0 6.0 4.6 3.8 
Deferred taxation (7.9) (16.9) (16.4) 0.1 16.8 31.1 
Long term loans 134.6 157.3 177.9 213.4 216.9 125.0 
Other non-current liabilities 31.4 22.5 10.7 8.6 4.2 2.2 

728.1 635.9 564.8 514.9 487.3 382.9 

Notes 2 The figures for the periods from 1974-1977 have been 
1 The figures for 1977 have been restated for capital restated to reflect a change in the defmition of net 
leases in accordance with the provisions of the current assets which now excludes items receivable or 
US accounting standard FAS-13. payable beyond one year from the balance sheet date. 
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Rank Xerox Investments Limited 
Directors 

President 
DTKeams 

JCampbell 
JEllison 

Russell WEvans MC 
WFSouders 

Rank Xerox Business Equipment Inc. 
Directors 

Chairman 
WFSouders 

President 
Russell W Evans,MC 

PH Courtney 
DTKeams 

J V Titsworth 
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