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Docusign Envelope ID: 96A84D7D-E8F5-4A83-9A88-82D0745B4BD1

Rolls-Royce Power Engineering Limited

Strategic Report
for the year ended 31 December 2023

The Directors present their Strategic Report on Rolls-Royce Power Engineering Limited (the Company)
together with the audited Financial Statements for the year ended 31 December 2023.

Principal activities
The principal activities of the Company are that of the provision of power and propulsion systems and nuclear
technology solutions across the Defence and Nuclear sectors.

The Company continues to invest in technologies, products, people and capabilities with the objective of
broadening and strengthening the Company's product portfolio, improving efficiency and enhancing the
environmental performance of products.

On 4 January 2023, the Company was re-registered from a public company, formerly Rolls-Royce Power
Engineering plc, to a private limited company, Rolls-Royce Power Engineering Limited.

Business review
The financial position of the Company at 31 December 2023 is shown in the Balance Sheet on page 13, with the
results shown in the Income Statement on page 11 and Statement of Comprehensive Income on page 12.

In 2023 the Company's overall revenue increased by £30,950,000 to £136,197,000 (2022: £105,247,000). The
increase is largely as a result of more engines being delivered in 2023 compared to 2022 alongside engine
overhaul activity and a margin uplift. Profit before tax of £21,145,000 (2022: profit before tax of £4,701,000) is
as a result of better cost efficiency as well as an increase in finance income of £637,000 due to upside in foreign
exchange revaluations.

Net assets decreased to £318,948,000 (2022: £577,194,000). During the year, the Company waived an
outstanding loan balance of £280,589,000 which was due from their parent company (Rolls-Royce plc). This
has been presented as a dividend, however there was no physical transfer of cash as part of this transaction.

On the 30 June 2023 the Company sold the entire legal and beneficial ownership, including all assets, of the
Electrical and Automation Naval Marine business to Rolls-Royce Solutions UK Limited, within the Rolls-Royce
Group. The disposal was for a consideration of £11,600,000 which was equal to the carrying value of the assets
sold, therefore no profit/loss on disposal was recognised in respect of this disposal.

Key performance indicators

Given the nature of the Company's activities, the Company's Directors believe that there are no key
performance indicators which are necessary or appropriate for an understanding of the Company's specific
development, performance or the position of its business.

Principal risks and uncertainties

The Group has an established and structured approach to risk management which is detailed in the Rolls-
Royce Holdings plc Annual Report which is publicly available from the address in note 24. The Company acts
in accordance with this policy to manage and mitigate the risks identified below.

Climate Change

The Directors have considered the potential impact of climate change when preparing the Financial Statements
and whether climate change should be considered to be a principal risk to the Company. The Company operates
as part of the Group, which recognises the urgency of the climate challenge and has committed to net zero
carbon by 2050. The principal risk to meeting these commitments is the need to transition products and services
to a lower carbon economy.
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Docusign Envelope ID: 96A84D7D-E8F5-4A83-9A88-82D0745B4BD1

Rolls-Royce Power Engineering Limited

Strategic Report
for the year ended 31 December 2023 (continued)

Section 172(1) statement

Section 172(1) of the Companies Act 2006 requires a Director of a company to act in the way he or she considers,
in good faith, would most likely promote the success of the company for the benefit of its members as a whole.
In doing this, Section 172(1) requires a Director to have regard, amongst other matters, to the:

* likely consequences of any decisions in the long-term;

* theinterests of the company's employees;

* need to foster the company’s business relationships with suppliers, customers and others;

* impact of the company’s operations on the community and environment;

* desirability of the company maintaining a reputation for high standards of business conduct; and
* need to act fairly between members of the company.

To discharge their Section 172(1) duties the Directors had regard to the factors set out above in making the
principal decisions taken by the Company.

The Company’s key stakeholders are its employees, external suppliers, customers, the UK Government and its
shareholder, Rolls-Royce plc. Company management engage with suppliers and customers through formal
meetings, management level review boards and regular performance and compliance meetings. Following these
supplier meetings, an output of the various tiered reviews within the organisation and with its stakeholders is
shared with the Directors at the board meetings with all actions or recommendations documented in board
meeting minutes.

There is regular engagement within the Group on employee-related matters, which is taken into account in the
Company’s decision making. Where the Directors do not engage directly with the Company’s stakeholders, they
are kept up to date to enable them to maintain an effective understanding of what matters to those stakeholders
and can draw on these perspectives in Board decision-making. For further information on how the Company
engages with employees please see section ‘Employees’ in the Directors Report on page 6.

The Company invests in technologies, products, people and capabilities with the objective of broadening and
strengthening the Company's product portfolio, improving efficiency and enhancing the environmental
performance of products.

Business relationships with the Company’s wider stakeholders and the impact of Company operations on the
environment and communities in which it operates is embedded in all Company decision-making and risk
assessment throughout the year. As a Group company, the Company complies and acts in accordance with the
Group policies in relation to the safeguarding of human rights and community relationships as outlined in the
Rolls-Royce Holdings plc Annual Report.

The Directors believe that, individually and together, they have acted in the way they consider, in good faith,
would be most likely to promote the success of the Company for the benefit of its members as a whole, having
regard to the stakeholders and matters set out in s172(1)(a-f) of the Companies Act 2006 in the decisions taken
during the year ended 31 December 2023.

Climate-related corporate reporting

The Company adopts the policies and frameworks set by the Group which include the sustainability measures
set out in the Rolls-Royce Holdings plc Annual Report on pages 32 to 43 and the Climate Review. The Company
is aligned to the objectives of the Group. The Directors fully recognise their responsibility to have regard to
the impact of the Company’s operations on the community and environment.
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Docusign Envelope ID: 96A84D7D-E8F5-4A83-9A88-82D0745B4BD1

Rolls-Royce Power Engineering Limited
Strategic Report
for the year ended 31 December 2023 (continued)

Streamlined Energy & Carbon Reporting (SECR)

The Company is a subsidiary of the Group and therefore the SECR disclosures required in relation to both Rolls-
Royce Holdings plc and the Company have been included in the Rolls-Royce Holdings plc Annual Report on
page 210. The Rolls-Royce Holdings plc Annual Report has been prepared for the same financial year as the
Company.

Approved by the Board and signed on its behalf on 12 August 2024 by:

Signed by:

Saral Dwun

Sarah Dunn
Director
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Docusign Envelope ID: 96A84D7D-E8F5-4A83-9A88-82D0745B4BD1

Rolls-Royce Power Engineering Limited
Directors’ Report
for the year ended 31 December 2023

The Directors present their Directors’ Report on the Company together with the Strategic Report and audited
Financial Statements for the year ended 31 December 2023.

Directors
The Directors who held office during the year and up to the date of signing the Annual Report and Financial
Statements were as follows:

Sarah Dunn (appointed 27 July 2023)
Fiona Dolan (resigned 27 July 2023)
Richard Palmer (appointed 27 October 2022)

Qualifying third-party indemnity provisions
There were qualifying third-party indemnity provisions for the benefit of the Directors in place during the year
and they remain in force at the date of the approval of the Annual Report and Financial Statements.

Results and dividends
The Company made £16,985,000 profit after taxation for the year (2022: loss after taxation £712,000). The net
assets of the Company are £318,948,000 (2022: £577,194,000).

During the year the Directors declared an interim dividend of £3,000,000 (£1.98 per share), this was paid during
2024 (2022: £nil).

During the year, the Company waived an outstanding loan balance of £280,589,000 which was due from their
parent company (Rolls-Royce plc). As a result this has been presented as a dividend, however there was no
physical transfer of cash as part of this transaction.

Future developments
The Company will continue to provide power and propulsion systems and nuclear reactor support systems
across the Nuclear and Defence sectors.

Research and development
During the year the Company had expenditure of £4,260,000 on research and development
(2022: £4,140,000).

Financial risk management
The following financial risks are considered key by the Directors:

Foreign currency exchange rate risk

The Company has cash flows (most significantly US dollars, followed by the euro) denominated in currencies
other than the functional currency. To manage its exposures to changes in values of future foreign currency
cash flows, so as to maintain relatively stable long-term foreign exchange rates on settled transactions, the
Company uses the Group Treasury function to enter into foreign currency transactions. For accounting
purposes, these instruments are held at a Group level and are not pushed down to the Company.

Credit risk

The Company is exposed to credit risk to the extent of non-payment by either its customers or the
counterparties of its financial instruments. The effective monitoring and controlling of credit risk are key
components of the Group’s risk management activities. The Group has credit policies covering both trading
and financial exposures. Credit risks arising from treasury activities are managed by a central treasury function
in accordance with the Group credit policy. The objective of the policy is to diversify and minimise the Group’s
exposure to credit risk from its treasury activities by ensuring the Group transacts strictly with ‘BBB+" or higher
rated financial institutions based on pre-established limits per financial institution. At the Balance Sheet date,
there were no significant concentrations of credit risk to individual customers or counterparties. The maximum
exposure to credit risk at the balance sheet date is represented by the carrying value of each financial asset,
including derivative financial instruments.
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Docusign Envelope ID: 96A84D7D-E8F5-4A83-9A88-82D0745B4BD1

Rolls-Royce Power Engineering Limited
Directors' Report
for the year ended 31 December 2023 (continued)

Going concern

The Financial Statements have been prepared on a going concern basis. The Directors consider that the
Company will have sufficient financial resources to meet its obligations for the foreseeable future that is for at
least 12 months from the date of approval of these Financial Statements.

Rolls-Royce plc, a parent undertaking, has provided written confirmation of its intention to continue to provide
financial support to the Company such that the Company is able to operate as a going concern and to settle
their liabilities as they fall due for a period of at least 12 months from the date of signing these Financial
Statements. After considering the above, the Directors are satisfied that it remains appropriate to prepare the
Company Financial Statements on a going concern basis.

Subsidiary distributions

As part of a Group-wide corporate simplification exercise, intercompany loan waivers were undertaken by
dormant subsidiaries of the Company prior to their strike off in 2018 and in preceding years. The Company
received dividends in specie resulting from the waiver of amounts owed by the Company to these dormant
subsidiaries in respect of £83,000,000. Subsequently, it has been determined that the distributions made to
the Company were not strictly permissible by law as there were insufficient distributable reserves available in
the dormant subsidiaries at the point the transactions occurred. In this situation, the Company is liable to repay
the distributions not strictly permissible by law due to there being insufficient distributable reserves in the
dormant subsidiaries of £76,000,000.

The relevant subsidiary undertakings (the Subsidiaries) were restored to the Register of Companies in 2021.
During 2022, the Subsidiaries completed capital reductions to create additional distributable reserves and
relied on those reserves to approve the distributions. Having received external legal advice, the Directors of
the Company consider that, having taken these necessary steps, the risk of any liability materialising was remote,
and as the position has now been regularised, no liability exists at 31 December 2022 or 31 December 2023.

Employees

Employee engagement is a priority for the Group, of which the Company is a part. The Group approach is a
mix of locally driven and Group-wide global engagement. The Group provides a variety of channels to
communicate and engage employees and their representatives including employee newsletters, magazines,
team briefings, and our digital communication channels, such as Yammer. The Group also works closely with
elected representative through well-established frameworks, including the European Works Council. Group
incentive schemes and share programmes are available to the Company’s employees.

Learning and technology sit at the core of the Group’s culture. The Group focusses on enabling learning in
different ways and via different means; employees engage with on-demand informal learning content through
Leatro, far more than formal (face-to-face) learning.

The Group maintained focus on creating an inclusive and more representative employee population. The Group
has matured the diversity and inclusion strategy through four key pillars: leadership and governance; attracting
and recruiting; retention; and development.

The Company gives full and fair consideration to all employment applications from people with disabilities. If an
employee becomes disabled whilst working for the Company we take steps to support their continued working
including, wherever possible, making adjustments to ways of working. All employees can take advantage of our
learning programmes, often available online, and promotion opportunities are open to all employees regardless
of any disabilities.

Engagement with suppliers, customers, and others
The Company aims to foster enduring relationships with its stakeholders as identified in the Section 172(1)
Statement in the Strategic Report (see page 3).

The Company’s activities affect a wide range of stakeholders and the Company engages with these stakeholders
and listens to their differing inputs and priorities as an everyday part of its business and uses the input and
feedback to form its decision-making process. The Company utilises various engagement methods with its
customers which include regular customer engagement meetings at both Director and management level.
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Docusign Envelope ID: 96A84D7D-E8F5-4A83-9A88-82D0745B4BD1

Rolls-Royce Power Engineering Limited
Directors' Report
for the year ended 31 December 2023 (continued)

Independent auditors
The auditors, PricewaterhouseCoopers LLP, have indicated their willingness to continue in office and are
deemed to be reappointed under section 487(2) of the Companies Act 2006.

Statement of Directors’ Responsibilities in respect to the Financial Statements
The Directors are responsible for preparing the Annual Report and the Financial Statements in accordance with
applicable law and regulation.

Company law requires the Directors to prepare Financial Statements for each financial year. Under that law the
Directors have prepared the Financial Statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards, comprising FRS 101 “Reduced Disclosure
Framework”, and applicable law).

Under company law, Directors must not approve the Financial Statements unless they are satisfied that they
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 the Financial Statements, the Directors are required to:

select suitable accounting policies and then apply them consistently;
state whether applicable United Kingdom Accounting Standards, comprising FRS 101 have been followed,
subject to any material departures disclosed and explained in the Financial Statements;
make judgements and accounting estimates that are reasonable and prudent; and

e prepare the Financial Statements on the going concern basis unless it is inappropriate to presume that
the company will continue in business.

The Directors are also responsible for safeguarding the assets of the company and hence for taking reasonable
steps for the prevention and detection of fraud and other irregularities.

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the company’s transactions and disclose with reasonable accuracy at any time the financial position of the
company and enable them to ensure that the Financial Statements comply with the Companies Act 2006.

Directors’ confirmations
In the case of each Director in office at the date the Directors’ Report is approved:

. so far as the Director is aware, there is no relevant audit information of which the Company’s auditors are
unaware; and

. they have taken all the steps that they ought to have taken as a Director in order to make themselves
aware of any relevant audit information and to establish that the Company’s auditors are aware of that
information.

Approved by the Board and signed on its behalf on 12 August 2024 by:

Signed by:

Saral, Dwun

........ 3CTCB6L8224D4D2. .

Sarah Dunn
Director
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Docusign Envelope ID: 96A84D7D-E8F5-4A83-9A88-82D0745B4BD1

Rolls-Royce Power Engineering Limited

Independent Auditors’ Report to the members of Rolls-Royce Power Engineering
Limited

Report on the audit of the Financial Statements

Opinion
In our opinion, Rolls-Royce Power Engineering Limited’s financial statements:

e give a true and fair view of the state of the company’s affairs as at 31 December 2023 and of its profit for
the year then ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice (United Kingdom Accounting Standards, including FRS 101 “Reduced Disclosure Framework”, and
applicable law); and

e have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements, included within the Annual Report and Financial Statements (the
“Annual Report”), which comprise: the Balance Sheet as at 31 December 2023; the Income Statement, the
Statement of Comprehensive Income and the Statement of Changes in Equity for the year then ended; and the
notes to the financial statements, comprising material accounting policy information and other explanatory
information.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and
applicable law. Our responsibilities under I1SAs (UK) are further described in the Auditors’ responsibilities for
the audit of the financial statements section of our report. We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our opinion.

Independence

We remained independent of the company in accordance with the ethical requirements that are relevant to our
audit of the financial statements in the UK, which includes the FRC’s Ethical Standard, and we have fulfilled our
other ethical responsibilities in accordance with these requirements.

Conclusions relating to going concern

Based on the work we have performed, we have not identified any material uncertainties relating to events or
conditions that, individually or collectively, may cast significant doubt on the company’s ability to continue as
a going concern for a period of at least twelve months from when the financial statements are authorised for
issue.

In auditing the financial statements, we have concluded that the directors’ use of the going concern basis of
accounting in the preparation of the financial statements is appropriate.

However, because not all future events or conditions can be predicted, this conclusion is not a guarantee as to
the company's ability to continue as a going concern.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the
relevant sections of this report.

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements
and our auditors’ report thereon. The directors are responsible for the other information. Our opinion on the
financial statements does not cover the other information and, accordingly, we do not express an audit opinion
or, except to the extent otherwise explicitly stated in this report, any form of assurance thereon.

Page 8



Docusign Envelope ID: 96A84D7D-E8F5-4A83-9A88-82D0745B4BD1

Rolls-Royce Power Engineering Limited

Independent Auditors’ Report to the members of Rolls-Royce Power Engineering
Limited (continued)

In connection with our audit of the financial statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially inconsistent with the financial statements or
our knowledge obtained in the audit, or otherwise appears to be materially misstated. If we identify an apparent
material inconsistency or material misstatement, we are required to perform procedures to conclude whether
there is a material misstatement of the financial statements or a material misstatement of the other information.
If, based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report based on these responsibilities.

With respect to the Strategic report and Directors’ report, we also considered whether the disclosures required
by the UK Companies Act 2006 have been included.

Based on our work undertaken in the course of the audit, the Companies Act 2006 requires us also to report
certain opinions and matters as described below.

Strategic Report and Directors’ Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic
report and Directors' report for the year ended 31 December 2023 is consistent with the financial statements
and has been prepared in accordance with applicable legal requirements.

In light of the knowledge and understanding of the company and its environment obtained in the course of the
audit, we did not identify any material misstatements in the Strategic report and Directors' report.

Responsibilities for the Financial Statements and the audit

Responsibilities of the Directors for the Financial Statements

As explained more fully in the Statement of Directors' Responsibilities in respect of the Financial Statements,
the directors are responsible for the preparation of the financial statements in accordance with the applicable
framework and for being satisfied that they give a true and fair view. The directors are also responsible for such
internal control as they determine is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to liquidate the company or to cease operations,
or have no realistic alternative but to do so.

Auditors’ responsibilities for the audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design
procedures in line with our responsibilities, outlined above, to detect material misstatements in respect of
irregularities, including fraud. The extent to which our procedures are capable of detecting irregularities,
including fraud, is detailed below.

Page 9






Docusign Envelope ID: 96A84D7D-E8F5-4A83-9A88-82D0745B4BD1

Rolls-Royce Power Engineering Limited
Income Statement
for the year ended 31 December 2023

2023 2022

Note £ 000 £ 000
Revenue 3 136,197 105,247
Cost of sales (118,766) (104,080)
Gross profit 17,431 1,167
Administrative income 5,163 6,268
Other income'’ - 84
Research and development (4,260) (4,140)
Total administrative income 903 2,212
Operating profit 4 18,334 3,379
Profit on disposal of business 20 938 -
Profit before interest and taxation 19,272 3,379
Finance income 7 1,959 1,322
Finance costs 8 (86) -
Profit before taxation 21,145 4,701
Tax on profit 9 (4,160) (5,413)
Profit/(loss) for the financial year 16,985 (712)

The above results were derived from continuing operations.

'Other income relates to funding from a Government body of £nil (2022: £84,000).

The notes on pages 15 to 34 form an integral part of these Financial Statements.
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Docusign Envelope ID: 96A84D7D-E8F5-4A83-9A88-82D0745B4BD1

Rolls-Royce Power Engineering Limited
Statement of Comprehensive Income
for the year ended 31 December 2023

2023 2022

£ 000 £ 000
Profit/(loss) for the financial year 16,985 (712)
Total comprehensive income/(expense) for the year 16,985 (712)

The notes on pages 15 to 34 form an integral part of these Financial Statements.

Page 12



Docusign Envelope ID: 96A84D7D-E8F5-4A83-9A88-82D0745B4BD1

Rolls-Royce Power Engineering Limited

Balance Sheet
as at 31 December 2023

(Registration number: 01305027)

2023 2022
Note £ 000 £ 000
Non-current assets
Intangible assets 10 1,193 5,193
Property, plant and equipment 1 5,158 5,980
Investments 12 15,605 15,344
Deferred tax asset 9 1,984 3,130
23,940 29,647

Current assets
Inventories 13 43,070 46,096
Trade and other receivables 14 500,582 747,280
Contract assets 15 9,663 9,496
Other financial assets 64 -
Cash and cash equivalents 20 3,871

553,399 806,743
Current liabilities
Trade and other payables 16 (62,777) (74,732)
Contract liabilities 15 (152,627) (94,102)
Provisions for liabilities 19 (7,308) (8,670)
Net current assets 330,687 629,239
Total assets less current liabilities 354,627 658,886
Non-current liabilities
Provisions for liabilities 19 (28,382) (26,945)
Contract liabilities 15 (7,297) (54,747)
Net assets 318,948 577,194
Equity
Called up share capital ' 22 - 379,100
Share premium account - 24,055
Capital redemption reserve - 4,015
Retained earnings 318,948 170,024
Total equity 318,948 577,194

'During the year the Directors approved a capital reduction (see note 21 for further information). As a result the called up
share capital balance now has a total value of £1.52.

The Financial Statements were approved and authorised for issue by the Board
and were signed on its behalf on by:
9 12 August 2024 y

Signed by:

Sarale D
3C7CB678224D4D2...
Sarah Dunn
Director

The notes on pages 15 to 34 form an integral part of these Financial Statements.
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Docusign Envelope ID: 96A84D7D-E8F5-4A83-9A88-82D0745B4BD1

Rolls-Royce Power Engineering Limited

Statement of Changes in Equity
for the year ended 31 December 2023

Called up Share premium Capital redemption  Retained Total

share capital account reserve earnings Equity

£ 000 £ 000 £ 000 £ 000 £ 000
At 1 January 2023 379,100 24,055 4,015 170,024 577,194
Profit for the financial year - - - 16,985 16,985
Total comprehensive income - - - 16,985 16,985
Capital reduction'! (379,100) (24,055) (4,015) 407,170 -
Intercompany loan waiver 2 - - - (280,589) (280,589)
Other movements - - - 5,358 5,358
At 31 December 2023 - - - 318,948 318,948

'During the year the Directors approved a capital reduction (see note 22 for further information. As a result the

called up share capital balance now has a total value of £1.52.

2During the year, the Company waived an outstanding loan balance of £280,589,000 which was due from their

parent company (Rolls-Royce plc).

Called up Share premium  Capital redemption  Retained Total

share capital account reserve earnings Equity

£ 000 £000 £000 £000 £ 000
At 1 January 2022 379,100 24,055 4,015 170,505 577,675
Loss for the financial year - - - (712) (712)
Total comprehensive expense - - - (712) (712)
Share based payment - - - 231 231

transactions (Note 18)

At 31 December 2022 379,100 24,055 4,015 170,024 577,194

The notes on pages 15 to 34 form an integral part of these Financial Statements.
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Docusign Envelope ID: 96A84D7D-E8F5-4A83-9A88-82D0745B4BD1

Rolls-Royce Power Engineering Limited
Notes to the Financial Statements
for the year ended 31 December 2023

1 General information

The Company is a private Company limited by shares and incorporated, registered and domiciled in the East
Midlands, United Kingdom.

The principal activity of the Company is that of the provision of power and propulsion systems and nuclear
reactor technology solutions across the Defence and Nuclear sectors.

The address of its registered office is Moor Lane, Derby, Derbyshire, DE24 8BJ.
2 Significant accounting policies

The significant accounting policies set out below have, unless otherwise stated, been applied consistently
to all years presented in these Financial Statements.

Basis of preparation

The Financial Statements of the Company have been prepared in accordance with Financial Reporting
Standard 101, ‘Reduced Disclosure Framework’ (FRS 101). The Financial Statements have been prepared
under the historical cost convention, in accordance with the Companies Act 2006.

In these Financial Statements the Company has applied the exemptions available under FRS 101 in respect
of the following disclosures:

- The following paragraphs of IAS 1 Presentation of financial statements:

-10(d) (statement of cash flows);

- 16 (statement of compliance with all IFRS;

- 40A-40D (detail in respect of third balance sheet presented on a retrospective restatement);

- 111 (statement of cash flows information); and

- 134-136 (capital management disclosures);
- 1AS 7 Statement of cash flows;
- Paragraphs 45(b) and 46 to 52 of IFRS 2 Share-based payment (details of the number and weighted average

exercise prices of share options, and how the fair value of goods or services received was determined);

- Paragraph 38 of IAS 1 Presentation of financial statements — comparative information requirements in
respect of:

- paragraph 73(e) of IAS 16 Property, plant and equipment; and

- paragraph 118(e) of IAS 38 Intangible assets (reconciliations between the carrying amount at the

beginning and end of the period);

- The requirements of IAS 24 Related Party Transactions and has, therefore, not disclosed transactions
between the Company and other entities part of a wholly owned group;
- Paragraph 17 of IAS 24 Related party disclosures (key management compensation);
- IFRS 7, Financial Instruments: Disclosures;
- Paragraphs 30 and 31 of IAS 8 Accounting policies, changes in accounting estimates and errors
(requirement for the disclosure of information when an entity has not applied a new IFRS that has been
issued but is not yet effective).
- The requirements of the second sentence of paragraph 110 and paragraphs 113(a), 114, 115, 118, 119(a) to (c),
120 to 127 and 129 of IFRS 15 Revenue from Contracts with Customers.

New standards, amendments and IFRIC interpretations

There are no amendments to accounting standards, no new standards or IFRIC interpretations that are
effective for the year ended 31 December 2023 that have a material impact on the Company’s Financial
Statements.

Going concern

The Financial Statements have been prepared on a going concern basis. The Directors consider that the
Company will have sufficient financial resources to meet its obligations for the foreseeable future that is for
at least 12 months from the date of approval of these Financial Statements.

Rolls-Royce plc, a parent undertaking, has provided written confirmation of its intention to continue to
provide financial support to the Company such that the Company is able to operate as a going concern and
to settle their liabilities as they fall due for a period of at least 12 months from the date of signing these
Financial Statements. After considering the above, the Directors are satisfied that it remains appropriate to
prepare the Company financial statements on a going concern basis.
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Rolls-Royce Power Engineering Limited
Notes to the Financial Statements
for the year ended 31 December 2023 (continued)

2 Significant accounting policies (continued)

Subsidiary distributions

As part of a Group-wide corporate simplification exercise, intercompany loan waivers were undertaken by
dormant subsidiaries of the Company prior to their strike off in 2018 and in preceding years. The Company
received dividends in specie resulting from the waiver of amounts owed by the Company to these dormant
subsidiaries in respect of £83,000,000. Subsequently, it has been determined that the distributions made
to the Company were not strictly permissible by law as there were insufficient distributable reserves
available in the dormant subsidiaries at the point the transactions occurred. In this situation, the Company
is liable to repay the distributions not strictly permissible by law due to there being insufficient distributable
reserves in the dormant subsidiaries of £76,000,000.

The relevant subsidiary undertakings (the Subsidiaries) were restored to the Register of Companies in 2021.
During 2022, the Subsidiaries completed capital reductions to create additional distributable reserves and
relied on those reserves to approve the distributions. Having received external legal advice, the Directors
of the Comp
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