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Directors’ report
Rank Xerox Limited

1 Financial statements

The Directors present the balance sheet of the Company and consolidated balance sheet as at 31
October 1988, together with tha consolidated profil and loss account and consolidated statemant of
source and application of funds for the year anded on that date.

The profit of the Group on ordinary activitiss after taxation and outside shareholders' interests was
247.1m.

An interim dividend of £7.2m on the 'D' Shares of the Company was paid on 31 October 1986.

Further interim, final and special dividends of £63.4m in total are proposed on the 'B', ‘D" and 'E' Shares
{note 10 to the financial statements).

Transfers from reserves ware £23.5m. In addition £18.2m was transferred to non-distributable reserves
(note 19 to the financial statements).

2 Principal activities

The Company and its subsidiaries are in the office equipment business throughout the worid outside
North, Central and South America and certain related tarritories. Within that business, reprographics
consists of the development, manufacture, marketing and maintenance of xerographic copiers and
duplicators. It also includes the related marketing of paper as well as the manufacture and marketing of
retated toner and other supplies. Information systems consists of the devetopment, manufacture,
marketing and maintenance of electronic, impact and electrostatic printers, information processing
products and systems, electronic typewriters, facsimile fransceivers, and rofated supplies.

3 Business review

Net placements of coplers and duplicators rose by 6 per cent during the year. A number of new copiers
and duplicators wers introduced in the highly successful 10 Series, notably the Xerox 1050 and Xerox
1012. The 1050 was the first mid-volume copier to be taunched after the establishment of the Xerox
Mid-Volume Business Unit at Welwyn Garden City which is responsible for developing mid-volume
copiers to meet the requirements of Xerox customers worldwide. The 1012 copier reinforced our
position in the low volume market.

Our leadership in quality was recognised by the grant of the British Quality Award for 1986 to our
manufacturing operation at Welwyn Gardlen City,

Net placements of office systems products - inciuding executive workstations, local area networks,
facsimile transceivers, electronic typewriters, word processors and microcomputers - rose by 50 per
cent. A number of new products were introduced, including a desk-top publishing system called
Documenter which comprises a work station and desk top laser printer. The importance of Decumenter
is that it enables customers o manage documents without a network. it tharefore broadens the market
by lowering the price.



Diractors' report - Rank Xerox Litnited

Etectronic printing, now a separata division, increasod nst placements thresfold over 1‘98@ {gfiacﬁftg
Rank Xerox leadarship in this expanding market. Major resources are bsing put into this division with

five new products introduced in 1886, a 50 pst cent increase in the salesforce, and the appointment of
dealers.

the application made by the Committes of European Copier Manufacturers QQECOM) against dumpiqg
by Japanese exporters. A decision on whether {0 rander these dutiss "definitive", whereupon they will
last for five years, is imminent.

systemns. The second was the announcement of the planned opening of a European systqms resgau:h
laboratory to be called EuroPARC, at Cambridge, England, focusing on human-computer interaction,
4 Directors

The Directars shown on Page 1 are in office at the date of this report.

Since 1 November 1985 the only change in the Board was the retirement of Mr H Orr-Ewing on 31
Mareh 1986,

The remaining Directors served throughout the year under raviaw.,

Mr D T Kearns was appainted Chairman of the Company with effect from 1 April 1986 following the

retirement of Mr H Orr-Ewing on 31 March 1986. MR E G Magnin was appointed Chief Executive
Officer in March 1986.

5 Tangible fixed assets

The additions to tangible fixed assets of the Company and its subsidiaries during the year amountsd to
£177.4m, the principal categories being:

£m
Equipment on or for rantal 94.0
Factories, warehouses, offices and plant in the United
Kingdom 58.7
Factories, warehouses, offices and plant overseas 24.7

Land and buildings arg included in the balance shest at net book
S

tatements). The Directors are of the opinion that at 31 October 1986 the aggregate of the open market
values of land and buildings exceedad net book values by approximately £23.3m for the Group, and net-
book values of lang and buildings excesded open market values by £8.6m for the Company.

6 Research and development

During the year the Com

Pany undertook research and development into New copier products for the
mid-volume secior.

b A




Dirediors' cepaxt

7 Charitable and political contributions

Duting the year the Group mad~ charitable denations of £1.1m, including £0.3m mads within the United
Kingdom. No political contributions were made by the Group during the year.

8 South Africa

The Company produces a report each year summarising progress under the European Code of Conduct
for companies with intorests in South Africa. This is circutated within the Company, to interest groups
and is made publicly available.

9 Employment policies
a Employee involvernent

During 1986, Rank Xerox continued its major emphasis on training of its amployees for, and
development of, a Total Quality Process. One of the thres foundations of this process remains the
compiete involvement of employees in the issues which face them and the Company in their work.

Since there are differences in size, complexity and function between different units - for example
between research groups, manufacturing plants and smal! specialis{ groups of office employees - as
well as differences in national laws and practice, the methods of communication and participation vary
so as to reflect these differences.

Within the units of Rank Xerox Limited based in Great Britain, the three common eloments of employes
involvement - communication of relevant facts to the employes; training each smployes to consider
these facts and solve any problems arising; and ensuring that employees communicate their responses
to management and that these responses are given praper consideration - are carried out as follows:

i Regular and up-to-date provigion of informaticn on Gompany performance to and within sach unit is
achieved by regular (at least quarteriy) briefings by management through a 'cascade’ system
beginning with the Managing Director of Rank Xerox Limited reaching every employes, and
supplemonted by free house magazines distributed to every employee in each specialist group.
Special supplements to these magazines explain topics of particular interest, from announcements of
strategic direction in the Company to relocation of its offices (e.g. to Marlow} and to publications
devoted to pension fund valuations and their effact on each individual, through annual personal
*Bensfacts' statements. All smployees are kept up to date on the woridwide progress of Rank Xerox
ty an annual and comprehensive Employee Report. Every briefing specifically has time set aside for
Directors and Managers o be questioned on the information presented and its implications for
employees, with invitations for written questions to be submiiled beforehand.

ii Training in the process of problem analysis and solution, both as individuals and as teams, was
extended to every omployee level during 1984/5 as part of the Quality Process. During 1986 Rank
Xerox Limited's Welwyn Garden City plant was particularly proud to be awarded the British Quality
Association Award for the most outstanding application of the process in Great Britain, the second
time this prestigious award has been won by Rank Xerox in three years (the last occassion by the

Mitcheldean Plant in 1984).

i Feedback of the results of employes involvement are given, in the Rank Xerox Quality Process,
normally through the Company's managerial structure, but this is supplemented through regular
mestings with racognised trade unions and employee representative bodies; for example, the Rank
Xerox Pension Scheme, covering Great Britain employees, has equivalent numbers of employes
representatives and management nominees on its Board of Trustees.



Dreectors’ report - Rank Xerox ismiied

b Employment of the disabled in the Unitett Kingdom

it is specified in Rank Xarox's personnel policies, and in the procenures to be followed by avery
recruiting manager, that the 2bility of a candidate to perform the job is ths paramount critevion for
salection, and the discrimination on terms of disability is specifically vwbidden excepi in those rara
instances where the nature of the work to be carried out is incapable of adaption 10 maet the specific
disability of tha candidate and stiil be carrisd out in accordance wih the provisions of local health and
safaty legistation.

Mank Xerux continuas to face unusual difficulty in attracting gisabled ¢ant@s1as owing to the lavel of
gualification in advanced systems required for many of the jobs In the faunpany, and the relatively few
vacancies being offared at any one time. The Cornpany continues to take positive action In the field of
the training of the unqualified disabled, through its informalien Technology Centie (ITeC} at Colnbrook,
Siough, a facility for training up to ten disabled peopte at any one time in information teckaology skills.
This action had inctuded establishing & physical rehabilitation centre within the 1TeC, staffing it with a
qualified physical therapist and seconding to the project a senior marketing manager whose efforts on
behalf of those disabled have resulted in gratifying 100% placement rate for those individuals riot
medically debarred from seeking work.

10 Auditors

Peat, Marwick, Mitchell & Co, having signified their willingness to continue in office, will be proposed for
re-appointment as auditors at the Annual General Mesting.

By order of the Board

Ft A Roeve
Secretary

29 January 1987
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Financia! statements - Rank Xeior Limited end subsidianes

Consolidater profit and loss account

For the year ended 31 Octcber 1985

Turnoer (note 3)
Cost of revenue (note 4)

Gross. profit

Distribution costs (noie 5}

Administrative expenses (note ©)

Incoms from shares in associated companies (note 13)
Interest receivable and similar income {note 7)

Interest payable and similar charges (noto 7)

Xerox Corporation charges (note 8)

Profit on ordinary activities betfore taxation
Tax on profit on ordinary activities {note 9)

Profit on ordinary activitios after taxation
Dividends paid 5::d proposed (note 10)
Outside shareholders’ interests

Retalned (loss)/profit for the year (nota 19)

The riotes on pages 14 to 35 form part of the financiat st

10

1985 583
£m £
1968.7 18542
122583 11648
743.4 688.7
419.8 S60.0
235.2 221.8
{57.6) {54.%)
(423) (30.6)
35.0 36.6
43.5 39.2
6337 580.5
109.7 108,8
62.1 73.3
47.6 355
706 189
0.5 1.2
(23.5) 14.4
alements



Baenon ohoels

Balance sheels
At 31 Qctober 1986

31 October 31 Octobar 31 October 31 Gotoler
1956 1585 1596 pt~d
£ £m £ ES ]
Fixed asseis e =
‘Tangible assets (note 11) 4434 4395 393 215
Investments (note 12) 2846 194.9 1207 830
728.0 §34.4 160.0 15
Current assets
Stocks {note 13) 207.8 2555 931 120.8
Debtors {note 14) 774 547.9 T44 63.0
Cash at bank and in hand 204.4 i35.8 768 82
1279.6 939.2 250.3 198.0
Creditors: Amounts falling due within one year (note 15) 644.0 428.2 247.6 186.2
Nat current assets 635.6 511.0 2.7 1.8
Total assets less current liabilities 1363.6 1145.4 162.7 1123
Creditors: Amounts falling due aftor more than one year
{note 16) 283.5 208.3 110.56 62.8
Pravisions for liabilitias and charges {note 17) 75.3 63.0 3.9 2.7
1004.8 8741 48.3 46,8
Capital and reserves
Called up share capital {nate 18} 299 29,9 29.9 29.9
Share premium account (note 18) a0 3.0 3.0 3.0
Other reserves {note 189) 3164 145.1 (3.0) (1.6)
Profit and loss account {note 1§) 646.8 688.5 184 15.5
299.1 866.5 48,3 46.8
Outsfelo shareholders’ Interests 5.7 7.6 - -
1004.8 874.1 48.3 46.8
R _/agr‘il J R Milllgan

Ménaging Director

Approved by the Board of Dirgctors on 29 January 1987

The notes on pages 14 1o 35 form part of the financial statements

Director, Finance & Control
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Financial statemants - Rank Xerox imited 1d Subsidianes

Consolidated statement of source and application of funds
For the year gndeo 51 Ocichar 1988

7886 19835
£m im
SOURCE OF FUNDS o -
Funds frorn operations
Protit on ordinary activilies beiore taxarion 109.7 158.8
less profit bafore faxation retainsd by associated
coimpanies 53.1 508
56.6 580
add depreciation and other itsms not involving the
movament of funds 2207 157.1
Total funds from operations 2773 2157
Other sources
Disposal of fixed assets at net book value 73.0 155.3
Acditional crediters faiiing due after more than one year 75.2 48.9
425.5 419.3
APPLICATION OF FUNDS
Additions to fixad assets 1774 214.7
Taxation paid 43.8 154
Dividends paid 22.0 16.3
243.2 246.4
Increase in waorking capltal 182.3 172.9

Tha notes on pages 14 to 35 lorm part of the financial statements

12



Consolidated staisment of source and gppication of fupdis

ANALYSIS OF CHANGE !N WORKING CAPITAL
Inciease/(Decrease) in stocks

tncrease/{Decrease) in debtors

(Increase)/Decrease in creditors falling due within one year

Increase in net liguid funds:
Cash at bank and in hand
Bank overdrafts and acceptances

Increase in working sapital

1586 1935
£m fra
423 e
2295 501
(169.1) 44.3
1027 7.2
686 79.8
110 85.9
79.6 165.7
182.3 172.9

——_—

The currency impacts arising from the translation 1o current rates of exchange of the opening balances

on fixed assets and current and deferred taxation, and those relating to the Group's associated

companies, have been ofiminated from the movements shown in the above staterent.

The notes on pages 14 1035 form part of the financial statements

13



rements - Fanw Xerox Limred and Subzd

Notes to financial statements

Figures in £milions (except where stherwise indicated);

1 Principles of consolidation and
accounting policies

The Group's major accounung policies are
summarised below.

a Accounting convention

The financial staternents are prepared under the
historical cost accounting rules.

b Basis of consolidation

The financial statements incorporate the financial
statements of Rank Xercx Limited and its
subsidiaries, after elimination of intra-group
transactions and the profits therson.

¢ Translation of foreign currencies

The Group has adopted Statement of Financial
Accounting Standards No 52 issued by the
United States Financial Accounting Standards
Board relating to the translation of foreign
currencies. There is no material difference, so far
as the Group's financial statements are
concerned, between the requirements of this
Staternent and those of Statement of Standard
Accounting Practice No. 20, issued by the United
Kingdom Accounting Standards Committee.

Assets and liabilities of individual Group
companies that are denominated in non-local
currencies are translated into the local currency
of those companies at rates approximating to the
mid-market rates ruling at 31 Oclober 19886,
Gains and losses arising from this translation,
along with gains and losses on trading
transactions during the year involving non-local
currencies, are dealt with in the respactive profit
and loss accounts of the companies concerned.

The Group enters into contracts to purchase and
soll foreign currencies in order tc fix the
exchange rates applicable to fulure payments
and recsipts of amounts denominated in foreign
currencies. Discounts and premiums on these
contracts are amortised on a straight fine basis
over the life of individual contracts. Gains and
losses on forward contracts are offset against
losses and gains arising on revaluation of the
associated foreign currency transactions.

Balance shests of individual Group companies
that are denominated in foreign currencies are

14

transiated nie Sterling 2t ra4a5 APPEREMSIWAG 0
rud-market rates roing at 31 Octobac 1988 for
consolidetion. Proft and loss fems ars transtxed
at rates approximating fa the rates rukng when
the transactions ocowered and wrwaansad profts
on intra-group transfars ars ebminated at .tha_
ralss ruting when such profits arose. Transtsion
ditferances, which pancipally reprasent $he gain
or loss arising on oversoas net 255618 a5 a result
of changes in exchange rates dunng the yaar, arg
dealt with in the currency translation acoouat,

Gains and losses on loans to subsidianas that
represent a long-term investment by tiw Group
are dealt with in the currency translation account,

d Deferred Taxation

Deferred taxation is computed under the lishility
method on differences arising when iterns of
income and expenditure are included in the
financial staternents in periads which difler from
fhose in which they are inciuded in taxation
computations.

Provision for such differences is made o the
extent that it is probable that a liability or asset
will crystaliise. No provision is made where it is
probable that an asset or liability will not
crystallise. This represents a change in
accounting pelicy {note 17).

The Group has a large deferred tax asset
comprising tax on unrealised intra-group profits
referred to in note 1g.

e Tangible fixed assets

These are carried at cost adjusted for
depraciation {on a straight line basis) at rates
inlended to write off the cost over the estimated
useful lives of the respective assets, which for
this purpose are in the main as follows:

Freehold buildings 40-100 years
Leasehold land and buildings Term of lease

Plant and machinery 12-13 years
Fixtures and fittings 10-20 years
Vehicles 3-5 years
Rentat equipment 2-5 years

Freshold land is not depreciated.

The cost of rental equipmant in course of
manufacture consists of direct materials and
labour, together with an appropriate proportion of
overhsads.



Expenditure on tools, figs and machine fixtures is
deferred and recovered as part of the
manufacturing cost of a predetermined volums of
equipment and spare parts. {Equipment for this
purpose includes both proaucts intended for
resale and produsts intanded for c2pitalisation as
rental equipment ‘wihin the Group.)

interest is capitalised un long term consiruction
projects where the amounts involvad are material
(note 11).

f Pension costs

The Group operates various schemes inits
overseas subsidiaries and a contributory scheme
covering the employses of the Company and its
United Kingdom subsidiaries. The latter scheme
is independent of the Group's finances and is
fully funded, ils assets being administered by
trustees.

Contributions to the Group's schemes are
determined on the basis of independent actuarial
advice and any relevant local statutory
requirements, and the amounts charged to the
profit and loss account are designed to reflect the
full actuarial cost attributable to the period.
Provisions for pensions and similar obligations in
certain overseas subsidiaries are veflected in the
consolidated balance shest {note 17).

g Unrealised intra-group profits

Profits arising on the sale of equipment and
supplies between Group companies, and on
similar saies to the associated companies, are
doferred in the consolidated balance sheet along
with the ralated taxation paid or payable on thern.
The unrealised element of profit is deducted from
the carrying value of equipment and supplies,
while the related taxation is carried forward as a
component of the deforred taxation balance {note
17). Deferred profits, and ihe taxation attributable
to them, are recognised in the profit and loss
account when realised, in the case of supplies
and equipment intended for sale, and, in the case
of rantal equipment, evenly over its estimated
useful fife.

h Development expenditure

Expenditure on product development is written off
to profit and loss account as incurred,

i Stocks

These are stated at the lower of cost and net
realisable value on bases consistent with the
previous year. Cost includes, where appropriate,

Notes to Finanrigl staternents

a proportion cf overheads, and, in‘the case of
stock that has bean shipped across aational
boundariss, novmally includes impaort duties,
insurance and fraight costs up to the point of
customs cisarance (note 13). Subsequent jocal
carriage costs are normally expgnsed as
incurted.

| Leasing arrangements

The Group has adopted lesse accounting policies
in compliance with Statement of Financial
Accounting Standards No 13 issued by the
United States Financlal Accounting Standards
Board. There is no material difference, so far as
the Group's financial statements are concernad,
between fhe requiraments of this Statemant and
those of Statement of Standard Aceounting
Practice No 21, issued by the United Kingdnm
Accounting Standards Gommittes.

As lessor: sales are recorded when assets are
lsased sither directly to customers under
agreements classified as sales-type leases, or
under diract finance leases written by external or
Group finance companigs. Both types of
agreement transfer substantial risks of ownership
to the lessee and have the economic substance
of a credit sale agreement.

Sales revenue is computed using the present
value of the minimum lease payments catculated
at a commercial rate of interest, and the cost or
carrying vaiues of the leased assets are charged
to cost of revenue when the sales are racognised.

The difference between the gross value and the
present value of minimum loase payments is
recognised as interest receivable and similas
income (note 7), to provide an approxirnately
constant rate of return on the net investment in
the leases. The net investment in sales-type
leasas, which is reduced over the term of the
leases by gross minimum lease payments less
interast receivable, is included in trade debtors
due within one year or dus in more than one year
as appropriate.

Any charges made under such ieases for
sguipment maintenance and service are
recognised in the profit and loss account as
earned,

All other lease agresments with customers are
classified as operating leases. Assets leased or
intended to be ieased under operating leases are
classified as rental equipment within tangible
fixed assets (note 11) and depreciated over their
estimated useful lives. Rentals receivable from
customers under operating leases are recognised

15



Financial statements - Rank Xercx Limnited and subsidiznes

in the profit and loss account as earned, and
associated costs are charged to cost of revenue
{note 4) as incurrad.

As lessee: assets employad under agreements
classified as capital leases, which have the
econornic substance of a purchase secured by a
specific borrowing, are capitalisec as tangible
fixed assets {note 11). The cost of such assets is
recorded at the lower of (a) the present value of
the minfmum lease payments when tha lease
begins, and (b) market value at that date.
Depreciation is charged on a straight line basis
over tha lease term, or, if litle will ultimately pass
to the Group as lessee, the estimated useful life
of the asset on bases consistent with note 1&
above.

Al other leases are classified as operating leases,
and the renials payable under such agreements
are charged against profits as incurred.

2 Consolidated financial statements

a Thase statements include the results of a
significant volume of transactions, covering
equipment, goods and services, between the
Rank Yerox Limited Group and the Rank Xerox
Holding BV Group. Rank Xerox Holding BV is a
Dutch company directly owned by Xerox
Corporation and The Ranlc Organisation Group,

b Nc orofit and loss account for Rank Xerox
Limited ('The Company') is presented in these
statements.

3 Turnover

a This consists of revenue earnad in the year
from the rental and sals of equipment, from the
sale of paper and supplies and from the provision
of service and maintenance. Turnover includes
sales to the Group's associated companies, after
adjustrents for unrealised profit (note 1g).

16

b Tumover is analysed by grographic markats
as follows:

1888 188
Euiope 17584 16502
Other 2103 204.0
Total 19687

1854.2

The category 'Othat’ includes the Group's
operations in Africa, Australasia and South-East
Asia,

4 Cost of revenue

Tha prescribed format for the profit and loss
account in the Companies Act uses ths term
'Cost of Salgs'. The Group's turnover, as
described in nota 3 above, contains significant
income from equipment rentals and ssrvice
contracts, and, in the opinion of the Dirgctors, is
more meaningfully described by the term 'Cost of
Revenue',

5 Distribution costs

These include staff costs and overheads
attributable to distribution centres in the Group's
manufacturing locations, and salaries,
commissions, support costs and other marketing
expenses related to the Group's salesforce.

6 Administrative expenses

Administrative expenses are stated after taking
into account foreign exchange impacts on
transactions (note 1c) which in 1986 represented
a loss of £0.6m (7985 - £3.2m), and costs of
£8.3m (7985 - £9.2m) in respect of redundancy
programmes.



7 Interest

a Interest raceivable and similar income
comprises:

1986 1985
Short term deposits and
banks 13.6 &7
Sales-type leases and
credit sale agreements 175 13.5
Rank Xerox Holding BV
and subgidiaries 4.2 3.8
Other sources 7.0 4.5
423 30.6

b Interest payable and sirilar charges
comprises:
1966 1985

Loans, other than from
banks, not fully repayable
within five years 9.4 6.2

Bank loans and other
loans repayable within five

years 24,0 30.4
Capital leases 1.6 2.0
350 38.6

8 Xerox Corporation charges

3ince 1 November 1976, the Company has been
charged with a proportion of research and
development and corporate ovarhead expenses
incurred by its ullimate holding company, Xarox
Corporation. These charges reflect the banefits
that the Rank Xerox Limited Group receives from
these activities, and amounted to £43.5m for the
sear ended 31 October 1986 (7885 - £39.2m).

Notes o financial statemants

g Taxation

a Tax on profit on ordinary activities comprises:

1988 1985

Rank Xerox Limited and
subsidiaries {note 9b) 27.1 1.7
Associated comnpanies 350 31.5
ga.1 73.3

b The Group provision for the year is
calculated as follows:

1986 1935
United Kingdom
Corporation tax:
Current tax at 37%
(71985 - 42%) (E44.6m
hefore double taxation
relief; 1985 - £18.4m) (1.9) 1.4
Deferred 20 16.4
0.1 17.8
Overseas:
Current 50.5 34.2
Deferred (18.4) ©.7)
Prior year adjustments;
Current {0.4) 8.1
Deferred (4.7} (1.5)
274 41.7

Losses in cortain overseas subsidiaries, which
cannot be utilised for tax purposes in the current
year, have increased the overall tax rate.

17



10 Dwaadends paid and proposed

1625 1585 i
Y by ‘ lé
Irserm - gacdt 7.2 52 "A Final crndend of £34,065 15535 ~ £32.25 is {
CTIEMITS - proposed 56.6 - proposed on the “E shares. y
Szl - proposed 8.8 8¢e 1
Finzl - proposad - 7.8 '
70.8 79.9 .
11 Fixed assets - tangible assets
Lard and Piant and Foixes, ASERLS 1y Rergsd Tow)
bulitngs  mactwery  fRings, ook corse i’ ecueprment
and equipment  constucica
a Group
Caost,
A4 T November 1985 121.0 59.6 1708 16 6269 9789
Adestions 59 5.6 288 43.1 840 177.4
Trensiers 05 07 6.7 a2 (6.7 .
Disposals ¢ 5.1) (14.6) (02) (234.5) {2622)
Curency tznsiztion 185 40 218 (1.2} 1120 156.1
At 31 Ociober 1485 139.2 64.8 2135 424 591.6 10512
Depreciziion provision:
Al T Movember 1985 325 327 91.8 - 2834 5404
Charge for period 4.9 47 27.6 - 1198 1571
Transiers - - {10.3) - 103 -
Dizposzls 4.7 (34) (6.9) - (174.2) {189.2)
Currency Yarslziion 56 28 11.5 - 79.5 995
At 31 October 1985 333 35.8 113.8 - 4189 507.8
Net Book value:
AL 3% October 1986 160.9 28.0 99.7 42,1 172.7 4434
At 31 October 1835 88,5 26.9 79.0 1.6 2435 439.5 '
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Notes 10 ficancia! stalements

Land and Plant and Fixtwes, Assels in Rontal “Tokal
buildings  machinery fittings, tools course of  equipmant
and equipment  consnaGhion
b Company
Cost:
At 1 November 1985 17.0 7.2 156 05 2.1 424
Additions 0.8 29 14.1 - 07 185
Transfers - 0.3 - (0.3) - -
Disposals (0.6) {0.5) (1.1) (0.2) {1.3) 37
Currency translation - - - - (04) 0.1)
At 31 October 1986 17.2 9.9 256 . 1.4 571
Dapreciation provision:
At 1 November 1985 43 24 - 1.0 149
Charge for peried 0.g 14 23 - 0.5 45
Transiers - - - - - -
Disposals {0.2) (0.3) (0.5) - (0.5) (1.5)
Currency transiation - - - - {0.1) 0.1}
At 31 October 1986 4.7 3.2 9.0 - 0.9 17.8
et book valus:
At 31 October 1986 128 6.7 19.6 - 0.5 39.3
At 37 October.1985 127 4.8 84 0.5 11 27.5

¢ i Rental squipment consists of xerographic and other equipment on or avaiiable for rental to

customers under operating leases. In view of the material amounts involved, it has been disclosed

saparately.

ii Rental equipment of the group includes £6.8m (7985 - £6.8m) represéﬁting equipment in the

course of manufacture.

iii Rental equipment disposals and additions incluc= ¢ quipment trarsiurred to and from remodelling
centres within the Group and in the Rank Xerox Holding BV Group.

iv Assets in course of construction in the group include £4.8m (1985 - £ Nii) in respect of interest

capitalised on long terri consiruction projects.

d Land and buildings includes, at net book value, the following amounts:

Group Group Company Company

1986 1985 1986 1985

Freehold 63.9 52.9 03 0.3
Long leasehold 6.0 5.2 4.2 4.5
Short leasehold 31.0 30.4 8.0 7.9

tong leasehold property is dafined as having leases with more than 50 years unexpired at the balancs

sheet date.
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Einancial statements - Rank Xerox Limited and subsidianias

12 Fixed assets - investments

ise: Group Group Comnany Company

a Thase comprise: Toop es s Py
Shares in Group companies (nots ¢) - - 44.8 44.8

Loans to Group companios - - 63.0 253
Associated companies (note b) 281.5 191.8 98 9.8

Other loans (nots o) 34 a.1 KR 3.7

284.6 194.9 120.7 83.0

b Associated companies

Thers are no related comvanies, within the terms of ths Companles Act, other than those Fiealt with as
sssociates under Statemant of Standard Accounting Praciive No 1 (2syed by the United Kingdom
Accounting Standards Committes.

The Group's share of the net assets of associated companies increased by £88.7m. Of this, €18.1m
represented retained profits, and currency translation effects increased net assets by £71.6m.

The principal associaisd company is Fuji Xerox Co., Ltd., incorporated in Japan, in which the Company
owns 50 per cent of the issued ordinary share capital. Fuiji Xerox Co., Ltd. manufactures and markets
xerographic equipment and related supplies in Japan and the Far East and prepares its accounts to 20
October in each financial year. Transactions betwesn 20 October and 31 October. the Group's bulance
shest date, are not material. There are various minority interest joint ventures with finance companies
and distributors in several countries which are not material.

The Company's balance sheet reflects the Company's investment at cost in associated companiss. The
Group's share of the net assets of associated companies is reflected in the consolidated balance sheet
and translated from overseas currencies in accordancs with the principles stated in nots 1c.

Dividends receivable from the associated companies for the period were £4.5m (7985 - £3.3m). No
provision has been made for any additional taxation which would arise if the investments in those
companies ware disposed of at their balance shest values, or if their retained profits, treated as
non-distributable reserves in note 19, were subject to distribution.

The summarised financiat information set out below is based on the audited consolidated financial
statements of Fuji Xerox Co., Ltd. for the years ended 20 October 1986 and 20 October 1985.

1986 1985 1986 1988
Rental equipment and
Turnover 1401.3 11302 other non-current assets 643.2 468.3
Deprociation and Net current asseis 105.2 23.6
amortisation 142.4 118.7
Profit on ordinary 748.4 491.9
activities before taxation 1154 106.7
Capita! and ressrves 555.5 372.0
Creditors falling due afier
more than one year 1§2.9 119.9
7484 491.9
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¢ Group companies
The principal subsidiaries of Rank Xerox Lirited are as follows:

Notes o fnancial Saameis

Country of Percentage of ordiniry share
incorporation capitat ownedd
Diract Indwrect Towl
Albinsia: Properties Limited England 100 - 100
Ran' ¥erox (Copy Bureaux) Limited England - 100 100
Rank Xerpx Equipment Services Limited England 100 - 100
Rank Xerox Exports Limited England 100 - 100
Rank Xerox Finance Limited England - 100 100
Rank Xerox (reland) Limited" England 100 - 100
Rarik Xeroy, Leasing International Limited Eng'and 100 - 100
Aank Xerox (Management) Limited *  England 100 . 100
Rank Xerax {Overseas) Limited England 100 - 100
Rank Xerox A & S} Limited England - 100 100
Rank Kerox {1541 Limited England 100 - 100
Frank Xerox i&ustralia) Pty Limited Australia - 75 ris
Rank Xerox Austria GmbH Austria - 106 100
Rank Xarox Vortriebs GmbH Austria - 100 100
NV Rank Xerox Credit SA Belgium - 100 100
NV Rank Xerox SA Belgium - 100 100
Rank Xerox A/S Danmark - 100 100
Rank Xerox Finans A/S Benmark - 100 100
Rank Xerox Oy Finland - 100 100
Burofinance SA France - 66 66
Otfice de Transformation Papstisre SA France - 100 100
Rank Xerox SA France 100 - 100
Rank Xerox GmbH Germany - 100 100
Rank Xarox Leasing GmbH Germany - 100 100
Rank Xerox Gresce SA Greece 55.2 44.8 100
Rank Xerox SpA ftaly - 100 100
Rank Xerox Kenya Limited Kenya 100 - 100
Rank Xerox {Nederland) BY The Netherlands - 100 100
Rank Xsrox Finance (Nederland) BV ‘fhe Netherlands 100 - 100
Rank Xerox Leasing International Finance BY  The Netherlands - 100 100
Rank Xerox Rentalease BV The Netherlands - 100 100
Rank Xerox (Hong Kong) Limited Hong Kong - 100 100
Rank Xerox Finance Limited New Zealand - 100 100
Rank ‘5. roy New Zealans Limited New Zealand 100 - 100
Rard 2orox {Nigeria) Limited Nigeria 60 - 60
Rank Xerox A/S Norway - 100 100
Rank Xerox Portugal Equipamentos
de Escritorio Limitada Portugal - 100 100
Rank Xerox (Singapore) Pte Ltd Singapore - 100 100
Rank Xerox (Proprietary) Limited South Africa - 100 100
Rank Xerox Espanoia SA ) Spain 100 - 100
Rank Xerox de Financiacion SA Spain - 100 100
Rank Xerox AB Sweden - 100 100
Rank Xerox Credit AB Sweden - 100 100
fank Xerox AG Switzerland - 100 100
Rank Xerex Uganda Limited Uganda - 100 100

*Oporates in the Republic of Ireland

The Group also has branches operating outside the UK,
principally in Angola, Malaysia and Mozambigque.
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Finaneial statemants - Rank Xevox Limited znd subsidiartes

The 25% minerity shareholding in Rank Xercx (Austriztia) Pty Limited sxas purchased by tha Group on
10 November 1986.

d Other loans consist of advances from the Company to the trustees of the Rank Xeox Siare Puichass
Scheme, and the National Westminster Jersay Trust Company Limited as trusteas of a discretionary
setilement, to enable them to acquirs ‘E’ shares in the Company. The lcans do nat euuatftly bear
interest. The gross amount of loans outstanding at 31 Octobar 1986 was £11.0m for the Group ard the

Company (1985 - £11.0m) against which provision of £7.9m (1985 - £7.9m) has bean made.

e During the yeas there wers no movements inthe Compa_.\ny's holdings of shares in Group companiss,
Movements on foans to Group companies comprised additional loans of £37.7m.

13 Stocks

a The Group's principal activity is the saly and rental of xerographic equipment to customers.
Equipment on, or intended for, rentat (including equipment held by the Company) is accordingly held as
fixed assets in the Group balance sheet, while squipment intended for resale is held as stock. Rental
equipment in the pracess of manufacture is also classified with fixed assets.

The Gompany's principal activity is the manufaclure and sals of xerographic equipment to subsidiary
companiss,

b Stoclks comprise: Group Group Company Company

1986 1985 1986 1885

Raw materials and consumables 13.1 16.5 3.1 58

Work in progress 17.5 21.3 22.1 29.2

Finished goods and goods for resale:

Cnnsumables, spares and paper 135.1 Q8,7 2B.5 27.6

Equipment 13241 718.0 45,4 58.2

297.8 2455 98.1 120.8

¢ Stocks are valued in accordance with the principles stated in note 1/, and include costs of distribution
up to the point of customs clearance for finished goods that have been iransportad across national .
boundaries. The Group follows Statement of Standard Accounting Practice No 9, issued by the United
Kingdom Accounting Standards Comm.ittes, which includes in its definition of cost that expenditure
which has been incurred in the normal course of business in bringing a product or service to its present
location and condition. If the requirements of the Companies Act were followed in excluding distribution
costs, the effect would have been to reduce the balance sheet value of stocks by £15.3m (7985 -
gé-rgar;?) and to increase distribution costs in the profit and loss account by £1.0m (7985 - reduction of
.6m).
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14 Debtors

a These comprise:

Due within one ysar:
Trade debtors
Owed by the Rank Xerox Holding BV Group
Amounis owed by Group companies:
- diividends
- other
Amounts owed hy associated companies
QOther debtors
Prepayments and accrued income

Due in more than one year:
Trade debtors (nois b)
Owed by fellow subsidiaries
Other debtors {note c)

Hoies 1o fnancial salements

Group Group Company Compaey
1986 1585 1985 S
3724 04,4 154 184
- 14 341 -

- - 145 84

- - 142 203
128 3.3 8.2 3.3
a9 8.3 17 1.2
159.5 116.9 124 13.0
553.5 434.9 70.5 65.6
1338 41.8 0.6 0.4
207 20.8 - -
694 50.4 33 3.0
2239 113.0 3.8 34
TrT.4 547.9 74.4 69.0

b Trade debtors due in more than one year represent amounts owed by customers under sales-type

loases and credit sale agreements.

¢ Other debtors include a loan of £10,000 (7985 - £70,000) to an officer of the Company.
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15 Creditors: amounts faling due within ene year

= ; 227 Group M MMQ'
2 These compnse: W1m, 1585 1856 1585

e

Banw loens and overdreits:

Ovesdrafts and accepiances 244 354 103 ~

Long term loans due within one year {note 16} 3890 195 14 035
Bills of exchange payedle (ncle 16} 05 67 - -
Trade credifors 1740 a2.8 323 286
Amouats owed to Xerox Gorporation and subsidianes 384 338 323 283
Amounts cwed to Rank Xerox Hokding BV and subsikaries - - - 08
Amounts owed to Group companies - - ne 98.0
Amouats owed to Associated companies - 0.7 &2 8.3
Other creditors including taxation and social secutity (note b) 1464 785 623 8.6
Accruals and deferred income 2026 169.« 2.7 19.5

5440 428.2 2478 1M6.2

b Oiher creditors including taxation and social security inchades dividends payabie of £63.4n7 (1985~
£14.7m) for both the Group and the Company, and current taxation payable of £45.2m for the Group
(1985 - £38.1m) and recoverable of £2.1m for the Company {1985 - paysble of £3.7m).

16 Creditors: amounts falling due after more than one year

a These compiise: Group Group Company Compoany
1985 1885 1886 1585
tong term loans {note b):
Debentura joans (note ¢) 1670 137.3 3.4 as
Bank loans and overdrafts 23.0 477 103 0.0
Other loans 185 228 55 34
Bills of exchangs payable - 05 - -
Amounts oved to Group companies - - 91.3 459
2835 2033 1105 628

b Loag tsrm loans include £62.4m (71985 - £69.3m) and £3.0m {1985 - £3.5m), foc the Growp and the
GCompany respectively, of loans not fully repayable within 5 years. Of thess lans, amowits tepayaive by
instzlments wers £4.8m (1985 - £5.9m) for the Group and Nil {1985 - Nif) for the Company. Aggregets
instalments due after more than 5 years totalled £2.8m (7985 - £3.4m) for the Group and MR (7985 - Ny
for the Corapany.

¢ Debenture loans comprisa:

i The Company's Tx% Gﬁuaranteed Unssocured Lozn Stock 188619091, guarantsed as o payment of
capitel and interest 0% by Xarox Corporation and $0% by Tha Rank Qrganesation Group, S
1971, £0.1r. nominal of the stock has been required to bs redsemed at par by deawings, wiuch can
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Notes o fantial silemanis

be satisfied by purchase and canceitabion of the stock. Afiar 14 December 19586, the Company may at
threa r_'nonths' notice redesin at par all or part of the stock outstanding. Ary previously uedesmed
stock is redeemabile at par on 15 Deceribar 1991, £0.4m (1985 - £0.5m) was outstanding a2 31
Octebar 1986, at which daie £4.6m nominat stock had been purchased and cancelled,

it The Company's 74% Subordinated Unsecured Loan Notes 1992, of which £3.0m (1985 ~ £5.0m) was

outstanding at 31 October 1986. The Notes are not repayabls without the consent of the Trustees of

ife 7¢% Guaranteed Unsecured Loan Stock 198611991, and until all capital and interest on that stack
has been paid.

Rank Xerox Finance (Nedetland) BV's 8% Bonds 198541990, issued during 1985 for a considsration

of 100m Guilders. The issue was made at par to meet working capital requirements, and is

guaranteed as to payment of capital, interest and premium on rederption, if any, by the Company,

£30.5m was ouistanding at 31 QOctober 1986.

iv Rank Xerox Finance (Nederland) BV's 11% Guarantead Bonds 1985/1992 issued Juting 1985 for a
consideration of £40.0m, The issue was madse at par 1o meet working capital requirements, and is
guarantsed as to payment of capital, interast and prammiuim on rederption, if any, by the Company,
£40.0m was outstanding at 31 Gciober 1986.

¥ Rank Xerox Finance (Nederland) BV's 81% Guarantesd Bonds due 1989, 11 3/8% Guarantesed Bonds
due 1588 and 73% Bonds due 1983/1993, All issues are guarantaed as to payment of capita), interest
and premium on redemption, if any, by the Company. £84.7m and £66.8m respectively were
outstanding at 31 October 1986 and 31 October 1985.

vi Rank Xerox A/S's 13 3/8% Loan Notes due 1983/1988, guarantsed as to payment of capital, inlerest
and premium on redemption, if any, by the Company. £3.0m and £3.5m respectively were
outstanding at 31 October 1986 and 31 Qctober 1985.

viiRank Xerox Leasing International Finance BV's 16.5% Guarantesd Bonds 1988, issued during 1985
for a consideration of NZ$15m. The issue was made at par to meet working capital requirements and
is guaranised as to paymsnt of capital, interest and preraium on redemption, if any, by the Company.
£5.4m "vas outstanding at 31 October 1986.

d The aggregate amount of secured loans was £5.0m (1985 - £5.3m) for the Group. Thare were no
secured loans to the Company. Such loans to Group companies aré generally secured on land and
buildings. The category 'Othar Loans’ also includes certain amounts (note 21a) in respect of obligations
under capltal leases, which are spacifically secured on the leased assets involved.

e Repayments are duse in the following years after the balance sheet date:
Group Group Company Company

1986 1985 1286 1385

First year 38.5 25.6 1.4 0.5
Second year 93.6 24.8 1.1 0.5
Third year 55.4 55.5 10.7 0.4
Fourth year 41.6 327 0.4 10.3
Fifth year 3.8 24.5 92.3 45.9
Sixth to tenth years 85.3 69.7 4.2 57
Thereafter 3.8 1.7 1.8 -
322.0 233.9 1119 63.3
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f Loans are denominated in the following currencies:

Averiga inmterest Group Group L Low
e 1986 1985 A%86 1883
{Group 1986)
Not fully repayable within 5 years:
Sterling 10.7% 43.1 44.3 30 35
German marks 7.5% 258 19.9 - -
French Francs 9% 11.8 .7 - -
Other currencies 11.0% 3.0 3.9 - >
B3.7 9.8 3.0 3.5
Fully repayable within & years, and
capital leases:
Sterling 11.6% 60.2 44.5 1083 58.1
Butch guiiders 8.1% 60.1 54.8 - -
US Dellars 9.6% 1.7 1.7 - 1.7
ECU 114% 359 29,3 - -
French Francs 11.0% 17.8 4.9 - -
Other currencies 14.5% 626 28.9 06 -
322.0 233.9 1119 §3.3
17 Provisions for liabilities and charges
a These comprise: Group Group Company Company
1986 1985 1986 1985
Pensions and similar obligations (note b) 70.5 49.8 - (1.4)
Deferred taxation (notes ¢ and @) {11.4) 0.8 - -
Other provisions {note h) 16.2 12.4 39 4.1
75.3 63.0 3.9 27
b Movernents on the above provisions were as follows:
Pensions & simifar obligations Other provisions
Group Company Group Company
Balance at 1 Novembar 1985 49.8 (1.4) 124 4.1
Additions charged to the profit and loss account 16.4 1.8 13.1 1.0
Utilised during the period {10.0) ©.4) (11.8) 1.2)
Currency translation 143 . 25 .
Balance at 31 Octcher 1988 70.5 . 18.2 39
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¢ Deferred taxation shown above comprisss:

Deferred taxation

less taxation on unrealised intra-Group profits
(note 1g):

Stocks and rental equipment
Other tangible fixed assets

Noles to financial sialemants

Group Group Compaty Tompay
1985 14535 1986 1385
21.2. 31.0 - -
(28.2) (27.0) - -

(4.4) (3.2) - -

(11.4) o8 - -

The deferred tax asset of £4.4m (7985 - £3.2m) has arisen from the sals of fixed assels by Rank Xerox

Limited to a United Kingdom subsidiary. N

The deferred taxation balance at 31 October comprises:

Group
Timing differences:
Fixed assets
Sales-type leases
Other

Company
Timing differences:
Fixed assets
Seles-type leases
Other

1986 1986 1935 1985
Potential Provislon Potentlal Provision
labNity In Habiitty in
accounts accounts

107 16.7 38.0 25.2
291 6.4 16.3 1.2
6.4 {1.9) 4.7) 4.6
46.2 21.2 49.6 31.0
0.7 - 4.1 -

0.1 - 0.3 -

0.1 - (2.3) -

0.8 - 2.1 -
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Financial statements - Rank Xerox Limited and subsidianes

d Movements on the deferred taxation provision were as

follows: Group Qampaw
Balance at 1 November 1985 5.2 {1.8)
Prior year adjustment (4.4) 18
Balance at 1 November 1985 restated 0.8 "
Profit ard loss account (21.1) -
Currency translation 8.9 -
Balance at 31 October 1986 {11.4) -

e The Group has changed its accounting policy with regard to deferred taxation. In previo_us financial
statements the Group had provided deferred taxation on a full provision basis. The continuing move
towards higher sales activity coupled with the growth of stable long-term Isasing arrangements has
resulted in a decline in rental activity. The full provision basis is therefore no longer thought to be the
inost appropriate and the Group has adopted the partial provision method,

The comparative figures for 1985 have been restated accordingly. The effect is to increass retained
profits as at 31 October 1985 by £4.4m, which represents an additional charge for the year ended
31 Qctober 1985 of £16.8m and a release for the year endad 31 Cctober 1984 and prior years of
£21.2m {notes 9 and 19b).

18 Called up share capital and share premium aceouit,

& The Company's share capitat consists of shares of £1 each, divided irto classes as follows:

Authorised Issuad and fully paid

1988 1585

‘A’ shares 7.6 7.4 7.4
'8’ shares 7.6 7.4 7.4
'C* shares 7.8 7.5 7.5
'D' shares 7.6 7.5 7.5
'E’ shares 0.1 0.1 0.?
30.7 29.9 29.9

b The share premium account of £3.0m (7985 - £5.0m) is wholly atiributable to the 'E' shareholders in
the event of a winding up of the Company.
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19 Other reserves and profit and loss acco

a Other reserves in the balance sheet comprise:

Non-distributable reserves:
Group companies
Associatad companies
Currency transiation account (note 1¢)

b Movements in reserves during the yeer were as follows:

i Currency transiation account:

At 1 November 1985
Movement in year

At 31 October 1986

i Otner resarves and profit and loss account

At 1 Novernber 1985

Prior year adjustment
Retained profit for the year
Transfors

At 31 October 1986

unt

Notes to financial statemants

Group Group Company Company
1986 1885 1886 1835
50.5 50.4 - -

146.4 128.3 - -

1225 (33.6) (3.0) (1.6)

3194 145.1 (3.0) (1.6)

Group Group Company Company
1986 1985 1886 985
(33.6} 12.1 (1.6) 1.1
156.1 (45.7) (1.4} 2.7)
122.5 (33.6} {3.0) (1.6}

Profit and Non-distributable  Prefit and

loss account

reserves loss account

Group Group Assoclated Company
companies companies

684.1 50.4 128.3 17.3

4.4 - - (1.8)

{23.5) - - 2.9

(18.2) 0.1 18.1 -

646.8 50.5 146.4 18.4

¢ The profit and loss account and non-distributable reserves have been allocated, in accordance with

the Company's Articles of Association, as foliows:

‘A’ shares reserves
'B' shares reserves
General reserves

17.2 0.5 a7 0.5
17.2 0.5 2.7 0.5
612.4 49.5 141.0 17.4
646.8 50.5 146.4 18.4
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Financial statements - Rank Xerox Limited and subsidiaries

d The Group profit after taxation includes a p-ofit of £73.5m (1985 - foss of £47.5m) atinbutabla 20 the
shareholders of Rank Xerox Limited which has been deatt wilh in the financial statements of e
Company.

In the event of the distribution of the retained profit and loss account balances raflected in the
consolidated financial statements, withholding and otfier taxes would become payable by certain
overseas subsidiaries and associated companies. The sums retained have been invested locally in
frading assets, and the Company has no intention of taking any action to cause ths payment of such
additional taxes.
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20 Directors and employees Other directors 1958 1988

Numpss Nuwber

2 The average number of persons employed by

. s . il 5 4
w:froup {including directors) during the year £5,001~ £10,000 i 1
1936 1985 £10,001- £15,000 1 -
Number  Number £15,001- £20,000 1 3
£20,001- £25,000 2 1
Manufacturing operations 2,601 2,942 £30,001~ £35,000 - 1
Marketing operations 25551 25627 £65,001- £70,000 - 1
£75,001- £80,000 - 1
28,152 28,569 £85,001- £90,000 - 1
£00,001- £05,000 1 -
£100,001- £105,000 1 -
The aggregate payroll costs of these persons £105,001- £110,000 1 -
were as follows:

re as follows aas 1985 £120,001-£125,000 1 .
£430,001- £135,000 - 1
155,001~ £160,00 - 2

Wages and salaries 415.7 376.9 £18 £160,000
. . £180,001- £185,000 1 -
Social security costs 46.6 37.5 £195,001- £200,000 1 -
Other pension costs 22.4 23.5 £200,001- £205,000 - 1
£210,001- £215,000 - 1
484.7 437.9 £230,001- £235,000 2 -

i Remuneration of employaes, excluding
directors, receiving more than £30,000.

1986 1985
Number Number

b Remuneration of directors and sanior
employees {pursuant to Schedule 5. Companies
Act 1985) was as follows!

i Remuneration of directors of Rank Xerox

Limited
1986 1985
£000's <000's

Emoluments for

servicas as executives 1775 1697
Ex gratia payments 106 289
1881 1980

Emnluments of individual directors

1986 1985
£ £
Chairmen
- H. Orr-Ewing 25,282 45,791
- D, T. Kearns 8,823 -

Highest paid director 315,460 288400

£30,001- £35,000 47 35
£35,001- £40,000 26 27
£40,001- £45,000 15 8
£45,001- £50,000 4 4
£50,001- £55,000 3 1
£55,001- £60,000 - 3

£60,001- £65,000 1
£65,001- £70,000 2 -
£75,001- £80,000 1
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€ The C3y imsnests of the directurs of Rank Xerox Limited (including femliy iterasts) i the thiares or
debentires of Merox Cosperabon wers as fallows:

Common Comroon Clasa 'B" &% womnrible

F0CK par stock par stock par  suboshasiad

value $1.00 value $1.00 vaiue §1.00 vabrtures

holding opticns dus 1585

P A Alaire a 1,780 22,713 - =
b 500 33223 b -

W F Glavin a 7.453 458,054 8,500 -
b 5878 68,520 8,530 -

R A Holrmnes a - 11,570 - -
b - 15,075 - -

D P Hornby a - 5,370 - -
b - 14,278 - -

D T Kearns Ed 18,603 101,391 9,250 -
b 10,561 123475 9,250 -

A E G Magnin a - - - -
b - 16,000 - -

C P McColough S 19,339 €3.229 - $3,200
o 18,039 56,650 - $3,200

J B Milligan a 2,578 9815 - -
b 1,930 7,760 - -

R F Reiser a 280 17,820 1,625 -
b - 24,429 1,625 -

E H van der Beugel a 100 - - -
b 100 - - -

# Holding at 31 October 1986
b Holding at 1 Novemnber 1985

The Company had a share purchase scheme for the provision by the Company and certain participating
subsidiaries of financial assistance for the subscription and sale to their employess {including Executive
Directors) of fully paid 'E' Shares in the Company to be held by and eventually sold o the Trustees of
the Scheme. At 31 October 1886 Mr D M Yates, Mr D T Kearns and Mr RE G Mzgnin wers the
Trustees of the Schemne and 57,475 'E" Shares were hald by the Trustees at that date

(7 Ncamber 71985 - 57,475 'E’ Shares).

Apart from the interests set cut above, no other Director in office at 31 October 1986 had any interest in
the shares or debentures uf the Company, Xerox Corporation or other associated companies during the
year under review.
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Noides o £ wacial stotaments

21 leasing arrangements

a As lessee

The Group leases certain tangible assets under capital and operating jsases, which expire gver varying
periods up to 2062. Rentals under operating leases charged against profits amounted to £47.5m (1985 ~
£41.0m) for the Group and £7.8m (7985 - £7.0m) for tha Company. Hire of plant and machinecy
amounted to £0.9m (7985 - £0.6m) for the Group, and Nil for the Gompany (1885 - Nif), Future minimum
lease payrnents required under capital leases, aiwd uperating leasas with mare than ona year to run
before expiry, are summarised below:

Year ending 31 Octaober: Graup Group Combany Company
capital  operating capltal  oparating
leasus lonses lonses loasus

1987 . 83 4041 1.5 85
1988 74 325 1.5 8.2
1989 58 247 1.4 78
1830 27 16.5 1.1 4.1
1891 2.0 14.4 0.6 3.5
Later ysars 215 128.5 14,5 387
Total minimurn lsase payments 47.7 256.7 20.6 70.8
Less: - '
Executory costs 28 28
Interest element 171 11,1
19.9 13.9
Present value of net minimum payments 27.8 6.7

a3




Financial stalomonts - Flonk Xoro4 Ligneteed and puhpad 63

b As/lessor

i 1 Al Frano Gaset Pormas
The Group leases equipment 10 Customers under bo;h ORI mﬁs’am Et B RO PR
payable undst operating loasns normally include malntenance. senvcs andd pf;é— anct sr.a_qda:; o T
the provision of supnliss such 24 tener and paper. Total rentais ref.enabla x 1586 ?nm I3ERE5m
{1985 - £447.0m) of which £125.0m (7985 « £134.2m) represanion Contngie I MO SN
usage in excess of the contractual miniraum.
The net investment in sales-typée leases at 31 October 1986 consisied of manmar jass [EyTmommS thie
i the following years after the balance sheet daia:

Group Group Comgsny Company

1626 1823 et 13385
Firsl yoar 88.5 0.5 - 12
Second yruar 71.0 234 - 01
Third year 50.4 128 - a3
Fourth year 269 an - -
Fifth year 1.2 e - -
Thereaftar 1.3 5a - .
Total minimum lease payments rsceivable 249.3 74.0 - 1.4
Less:
Unguaranteed residual values 63 - - -
Exscutory costs included in rentals 22 - - .
Defarred interest income 50.0 X4 - 0.3
Allowance for doubtiu] dabts 68 2.3 - a2
£59.9 187 - 05
Net investment in sales-type isases 189.4 583 - a9

ST .ﬁu&‘"}‘u:

22 Capital expenditure

No provisiors has been made in the financial statements for the futtowing eapital expaadiors. which
excludes acquisitions of rentat equipment in the ordinary course of businass:

Group Grxp Compeoy Cosmpany

1856 31985 158 1965
Expenditure contrected for 15 24 1.0 05
Exponditure autherised but net committed 140 & 28 0.3

253 83 30 0.8
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Notes 10 Hoancial staloments

23 Contingent liabilities

a The Group

There are contingent liabilities, arising from the ordinary activities of the Group, which amount to
approximataly £20.7m (1985 - £23.4m) in respect of bills discounted, guarantses and athar lizbiiities.

b The Company

Loans and bank overdrafts of Group companies have been guaranteed by the Company upto 8
maximum of £206.1m (1985 - £210.4m), At 31 October 1986, P176.7m (1985 - £177.1m) was
outstanding.

24 Remuneration of audilors

1986 1985

£000's £00n's

Rank Xerox Limited 239 222
Subsidiaries 938 817
M"M7T 1033

|

25 Ultimate holding company

The Company's ulimate holding company is Xerox Corporation, which is incorporated in the United
States of America.
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Repert of the Auditors
To the membaets of Rank X670« Limnited

We have audited the financial staterments on p22s 10 to 35 i accordzncs with appeoved Auieeg
Standards. L

In our opinion the financial statements, whiga have bean prepared on the bauis of f m’«*‘é
polizies set out on pages 14, 15 and 16, give a true and fair view of the stzie of afaurs of tha Company
and the Group 2231 October 1986 and of the profit and source and apphication of funds of T Geoup for
the year endad on that date and comply with the Companies Act 1985,

Chartered Accountants

tondon }ea,t A/"\O.l,-m coh, /‘bii&lu,@{. -~ C“

2¢ January 1986 }7

Peat, Marwick, Mitchell & Co)

-—
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Five year financial summary
Rank Kerox Limited and subsidiaries

Yrre—acr,

Consolidated profit and loss account

e e

1988 1485 1984 1983 1982
Em £m £m £ £m
Turnover 1968.7 1854.2 1789.7 14623 1520.3
income from associated companies 57.6 54,1 54.9 407 317
Xerox Corporation charges 43.5 39.2 28.9 483 50.4
Prafit on ordinary activities before
taxation 109.7 108.8 112.2 775 884
Tax on profit on ordinary activities 62.1 73.3 34.7 33.4 33.9
478 35.5 7.5 449 54.5
Dividends paid and proposed 70.6 19.9 18.4 16.1 6.5
{23.0) 15.6 591 280 38.0
Outside shareholders' interests 0.5 1.2 0.5 (1.0} 24
Amount set aside to reserves (23.5) 14.4 53.6 29.0 35.4
Consolidated balance sheet
Fixed assets 728.0 6344 758.1 648.8 633.1
Nat current aseets 635.6 511.0 3424 347.5 261.2
1363.6 1145.4 1100.5 996.3 885.0
Creditors falling due after more than
one year 283.5 208.3 159.4 159.8 102.2
Provisions for liabilities and charges 75.3 63.0 52.1 54.1 76.7
1004.8 874.1 889.0 782.4 716.1
Share capital and premium 329 329 32.8 329 3298
Other reserves 319.4 145.1 174.8 107.3 55.1
Profit and loss account 646.8 688.5 670.9 631.0 617.1
859.1 866.5 878.6 771.2 725.;
Qutside shareholders' interests 5.7 7.6 10.4 1.2 1.
e ——
1004.8 874.1 889.0 7824 716.1
T —

e P e R P i S T o STt AL

T T T T Ty

L . ly.
Note: Deferred taxes have been restated 0 2 partial provision basis for 1986 and 1985 ony
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