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DIRECTORS’ REPORT

The directors present their report, together with the financial statements, for the year ended 31
December 2006

Business review and principal activities

The principal activity of the company 1s the supply and installation of microwave video distribution
systems

The profit for the year before taxation amounted to £ml, (£l for the year to 31 December 2005)
The directors do not recommend the payment of a dividend, (2005 £mil).

Directors
The directors who held office during the year and up to the date of signing the report were

D S Parkes
N R Hubbard
A L Holding

None of the directors had any beneficial interest in the share capital of the company durning the
period, nor 1n the penod from the year end to the date of this report. The Board 1s not aware of any
contract of sigmficance in relation to the company 1in which any director has, or has had, a matenal
interest The beneficial, including family, interests 1n the share capital of the company and of BAE
Systems plc, the ultimate holding company, of the persons who are directors at the end of the period
are shown below

Ordinary shares of 2.5p each of BAE Systems plc

Shares Share options
Directors Atlst At 3l1st At lst At 31*
January December January Exercised Lapsed Granted December
2006 2006 2006 2006

D S Parkes 2,866 4,550 69,250 1,133 10,000 14,173 72,290
A L Holding 148 252 2,000 - 2,000 -
NR Hubbard 18,825 28,407 354,607 13,446 39,394 1,193 302,960
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DIRECTORS’ REPORT (Continued)

Auditors

The auditors, KPMG Audit Plc, have indicated their wallingness to continue 1n office and a resolution
concermng their reappointment will be proposed at the Annual General Meeting

The Directors who held office at the date of approval of this Directors’ Report confirm that, so far as
they are each aware, there 1s no relevant audit information of which the Company's auditors are
unaware, and each director has taken all the steps that he/she ought to have taken to make
himself/herself aware of any relevant audit information and to establish that the Company's auditors
are aware of that information

By order of the Board

N

A L Holding
Drirector | S T\U\Q,— 2007

Registered Office

Warwick House

PO Box 87

Famborough Aerospace Centre
Farnborough

Hampshire GU14 6YU
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STATEMENT_ OF DIRECTORS' RESPONSIBILITIES IN RESPECT OF THE
DIRECTORS’ REPORT AND THE FINANCIAL STATEMENTS

The directors are responsible for preparing the Directors’ report and the financial statements in
accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year Under that
law they have elected to prepare the financial statements in accordance with UK Accounting
Standards

The financial statements are required by law to give a true and fair view of the state of affairs of the
company and of the profit or loss of the company for that period

In preparing those financial statements, the directors are required to:
* select surtable accounting policies and then apply them consistently,
¢ make judgements and estimates that are reasonable and prudent,

e state whether applicable UK Accounting Standards have been followed, subject to any matenal
departures disclosed and explained in the financial statements, and

e prepare the financial statements on the going concern basis unless 1t 1s inappropriate to presume
that the company will continue 1n business

The directors are responsible for maintaining proper accounting records that disclose with reasonable
accuracy at any time the financial position of the Company and to enable them to ensure that the
financial statements comply with the Compamies Act 1985 They have a general responsibility for
taking such steps as are reasonably open to them to safeguard the assets of the company and to
prevent and detect fraud and other irregulanties
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF BAE _SYSTEMS
ELECTRONICS OVERSEAS LIMITED

We have audited the financial statements of BAE SYSTEMS Electronics Overseas Limited for the
year ended 31 December 2006 which comprnise the Profit and loss account, the Balance sheet and the
related notes These financial statements have been prepared under the accounting policies set out
therein

Thus report 1s made solely to the company’s members, as a body, 1n accordance with section 235 of
the Companies Act 1985 Our audit work has been undertaken so that we mught state to the
company’s members those matters we are required to state to them 1n an auditor’s 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

The directors’ responsibilities for preparing the financial statements m accordance with applicable
law and UK Accounting Standards (UK Generally Accepted Accounting Practice) are set out 1n the
Statement of Directors’ Responsibihities on page 4

Our responsibility 1s to audit the financial statements 1n accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ireland)

We report to you our opinion as to whether the financial statements give a true and fair view and are
properly prepared 1n accordance with the Compamies Act 1985 We also report to you whether, 1n our
opimon, the information given in the Directors’ Report 1s consistent with the financial statements In
addition we report to you 1f, in our opiuon the company has not kept proper accounting records, 1f we
have not received all the information and explanations we requre for our audit, or 1if information
specified by law regarding directors’ remuneration and other transactions 1s not disclosed

We read the Directors’ report and consider the implications for our report if we become aware of any
apparent misstatements within it

Basis of audit opinion

We conducted our audit i accordance with International Standards on Auditing (UK and Ireland)
1ssued by the Auditing Practices Board An audit includes examination, on a test basis, of evidence
relevant to the amounts and disclosures 1n the financial statements It also includes an assessment of
the significant estimates and judgments made by the directors n the preparation of the financial
statements, and of whether the accounting policies are appropriate to the company’s circumstances,
consistently apphied and adequately disclosed

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary 1n order to provide us with sufficient evidence to give reasonable assurance that
the financial statements are free from material misstatement, whether caused by fraud or other
wregularity or error In forming our opimion we also evaluated the overall adequacy of the
presentation of information 1n the financial statements




Opinion
In our opinion
s the financial statements give a true and fair view, 1n accordance with UK Generally Accepted
Accounting Practice, of the state of the company’s affairs as at 31 December 2006 and of 1ts

result for the year then ended,

e the financial statements have been properly prepared mn accordance with the Companies Act
1985, and

o the information given m the Directors' Report 1s consistent with the financial statements

LPr7e  dl Ph

KPMG Audit Plc
Chartered Accountants

Registered Auditor
London 15 June 2007
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PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 315" DECEMBER

Yearto Yearto
31 Dec 31 Dec

2006 2005
Note £000 £000
Turnover - 11
Other operating costs - (11
Operating loss - -
Taxation on profit on ordinary activities 3 - -
Retained loss for the financial year - -
Movement on profit and loss account reserve
At 1 January 111 111
Retained loss for the financial year - -
At 31 December 111 111

There were no recogmsed gams or losses other than those reported above The above results relate
entirely to the continuing activities of the company There 1s no difference between the profit on
ordinary act.vities before taxation and the profit for the year state¢ above, and their histoncal cost
equivalents.

The notes on pages 9 to 11 form part of the financial statements
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BALANCE SHEET AS AT 31°" DECEMBER

31 Dec 31 Dec

2006 2005
Note £000 £000
Current assets
Debtors 4 161 161
Creditors : amounts falling due within one year 5 (50) (50)
Net assets 111 111
Capital and reserves
Called up share capital 6 - -
Profit and loss account 111 111
|
Equity shareholders’ funds 8 111 111 |
(S VA o
Approved by the board of directors on !ST\-"(\\" and signed on 1ts behalf by.
P
A L Holding
Director




BAE SYSTEMS Electromces Overseas Limiled Annual Report and Financial Statements 2006

NOTES TO THE FINANCIAL STATEMENTS

1. ACCOUNTING POLICIES

The following accounting policies have been applhied consistently in dealing with items which
are considered material n relation to the company’s financial statements, except as noted
below

a Basis of preparation. The accounts are drawn up in accordance with applicable accounting
standards under the historical cost convention

b Turnover. Turnover, excluding VAT, comprises sales to customers outside the BAE
SYSTEMS group and arms-length inter-BAE SYSTEMS group sales. The company records
transactions as sales when the delivery of products or performance of services takes place in
accordance with the terms of sale

¢ Taxation. The charge for taxation 1s based on the profit for the year and takes account of
taxation deferred because of timing differences between the treatment of certan items for
taxation and accounting purposes. Deferred tax 1s recognised on an undiscounted basis in
respect of all timing differences between the treatment of certain items for taxation and
accounfing purposes which have anisen but not reversed by the balance sheet date where there
1s an obligation to pay more tax, or a right to pay less tax, in the future

d Cash flow statement The company ts exempt from the requirement of Financial Reporting
Standard 1 (revised) to prepare a cash flow statement as 1t 1s a wholly owned subsidiary
undertaking of BAE SYSTEMS plc, and 1ts cash flows are included within the consolidated
cash flow statement of that company

e. Related party transactions. The company 1s exempt from the requirement of Financial
Reporting Standard No. 8 to disclose transactions with entities that are part of the group or
investees of the group qualifying as related parties, as it 15 a wholly owned subsidiary
undertaking of BAE SYSTEMS plc, whose consolidated financial statements are publicly
available.
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NOTES TO THE FINANCIAL STATEMENTS (continued)

2. AUDITOR’S REMUNERATION

The Audit fee has been borme by another group company 1n both years

3. TAXATION ON PROFIT ON ORDINARY ACTIVITIES

No provision for corporation tax or deferred tax 1s required

4. DEBTORS
31 Dec 31 Dec
2006 2005
£000 £000
Amounts falling due within one year:
Trade debtors 161 161

5. CREDITORS

31 Dec 31 Dec

2006 2005
£000 £000

Amounts falling due within one year
Amounts owed to holding and fellow subsidiary compames 50 30

6. CALLED UP SHARE CAPITAL

Authorised Issued

£ £
Share capital
At 1 January 2006 and 31 December 2006
Equiwy. ordinary shares of £1 each fully paid 100 100

7. DIRECTORS AND EMPLOYEES

The directors are full time executives of other group companies They do not receive any
remuneration for their services as directors of the company and 1t 1s not practicable to allocate
their emoluments for other services The company has no other employees

10
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NOTES TO THE FINANCIAL STATEMENTS (continued)

8. RECONCILIATION OF MOVEMENT IN EQUITY SHAREHOLDERS’ FUNDS

Year to Year to
31 Dec 31 Dec

2006 2005
£000 £000
Loss for the year - -
Net decrease 1n equity shareholders” funds - -
Opening equity shareholders’ funds 111 111
Closing equity shareholders’ funds 111 111

9. ULTIMATE PARENT COMPANY

The ultimate parent company 1s BAE SYSTEMS plc (“BAE SYSTEMS”), which 1s
registered in England and Wales. The BAE SYSTEMS group 1s the only group of which the
company 1S a member for which consolidated financial statements are prepared Copies of the
financial statements of BAE SYSTEMS are available from The Secretary, 6 Carlton Gardens,
London, SW1Y 5AD
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