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Strategic report

The Directors present their Strategic report for the year ended 31 December 2015

Briush Airways Plc (BA’ or ‘the Group') 15 the UK's largest internattonal scheduled aidine and one of the wodd's leading global premiem airfines The
Group's pnncipal place of business 15 London with significant presence at Heathrow, Gatwick and Londan Gty airports Operaung one of the most

extensive internanonal scheduled aifine networks, togather with 11s jomnt business agreements, codeshare and franchise partners, BA flies 1o more than
400 destnatons worldwide BA's wision is ta be the most admired arline

The Strategic report 15 presented in the following three sections
»  Management review;
»  Fin2noal review; and
. Prncipal nsks and uncertaintias.

Management review

BA has made a pre-exceptional operating profit of E1,264 million in 2015 (2014 £975 million), which 15 a significant achievement, building upan the solid
foundauons set in the previous year

During 2015 BA welcomed 15 new and technologically advanced aircraft to the BA figet, including five Boaing 787-9s

We have focused on snvesting in our product where It matters most 1o our customers and, as well as introducing new aircraft, we also began to refresh

the first of 18 Baemg 747s, with new intenors and state of the art in-flight entertainment systems We opened a new lounge 0 Singapores Changi
Asrport offering the Cencorde Bar for our First custamers

{n 2015 we began operating new routes from Heathrow to Kuala Lumpur in Malaysia, Reykjavik in lceland, Krakow in Poland, Bibaa i Spain, Corfu and
Kas in Greece, Olbia in Sardinia, Satzburg 1n Austna and Sphit in Croatia From Gatwick to Seville and Valencia in Spain, Herakhen in Crete, Bodrum and

Dalaman in Turkey, Rhodes i Graece, Caglart 1n Sardinia and Funchal in Madera, From Loadon City Aurport to the Greek 1slands of Mykanos and
Santonm, and from Glasgow to Salzburg in Austna

We announced that in 2016 we woeuld begin to fly from Heathrow to lnvemess San Jose m Califormia, Biarntz in France, Billund i Denmark, Chamia and
Kalamata in Greece, Mahaon in Manorca and Palermo in kaly From Gatwick we will operate new routes 1o JFX {Naw York), San Jose in Costa Rica, Lima
in Peru, and Porto i Portuga! plus we will fly from Londen City Awrport to Bergerac in France

On 28 January 2015, BA entered into a business transfer agreement with Avios Group (AGL) Lirmited ("AGL") which transferred certain parts of the BA
Executive Club business, relating to the frequent flyer programme, to AGL in return for addiuonat shares in AGL Following the resvruciure, BA's
shareholding reduced from 100% of the previous AGL business to 86% of the new larger combined customer koyalty business

To be the most admired arline
In 2016 we won both the Business and Consumer Superbrands awards for the second year running ~ the first company ever to do so The rasult also
saw BA become the first company 1o secure the Consumer Superbrands uitle three years in a row, after first secuning the top spot in 2014 BA beat the

kes of Appls, Virgin Atlantic, Microsoft and Visa to the top business brand slot and Rolex, Dyson, Gillette and Mercedes-Benz to the best consumer
brand accolade

8A also picked up a number of other awards 1n 2015 The Sunday Times and Mauonal Geographic named us best short-haut and long-hau! aifine The
Independent awarded us the utle of best European airline, while Business Traveller magazine namad us best short-haul carner with the best frequent
flyer programme and best airport lounges The US version of the magazine named BA the best airline 1n Western Evrope

Invest 1n our product where 1t matters most
In 2015 our fleet was bolstered by 15 new arcraft, including Boemng 787-9s, Aurbus A380s and A320s In 2016 we will welcome 11 more Boeing 787-G
aircraft and two more Arbus A380s We will take delivery of the first of our 18 Arbus A350s in 2018, and will be the proud owner of 42 Boeing 787s by

2021 Qur A380s now fly to Las Angeles, Hong Kong, Johannesburg, Singapore, Washingtan, San Francisco and Miami, From t May 2016 BA will stars
operaung a daly A380 service 1o Vancouver

Our 787-8s fly to Toronto, Austin, Calgary, Hyderabad, Montreal, Chengdu, Philadelphta, Seaul and Chennai, and 787-9s fly to Delhy, Abu Dhabi/Muscat
and Kuala Lumpur These new aircraft offer our customers a more pleasant flying experience, with larger windows, mare moisture in the air and a cabin
pressunsed to a lower altstude, which helps to reduce jatlag

The 787-5s feature First suttes specifically designed for the areraft 1o put comfiort at the heart of the expenerce and maka the very best use of the

more inumate space Great attention to datai has also been paid to how the customer uses their suite, with each funcuon being coatrolled by simple,
inwitive touch
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In response to feedback we gave customers the chance to pre-pay for gourmet meals in the World Traveller cabin Customers can now choose from
‘Taste of the Far East, 'Gourmet Dining, "Taste of Botarn', 'Great British Breakfast, Healthy Choice and 'Vegetaran Kitchen', all of which can be pre~
booked from 30 days pnor to travel, nght up uaul 24 hours before departere, at 2 cost of between €15 and £18. We also gave customers n First, Club
World and World Traveller Plus the opuan to pre-order their main mea! on all long-haul fights, and then extended it to an addiuona) five routes, from
Heathrow 0 Berrut, Cairo, Baku, Tel Aviv and Amman In 2015 we began serving customers English wine from the Bolney Estate winery in West Sussex.

Delyver for our customers

In 2015 we announced plans ta fly to more than 2 dozen new routes in 2016, including Biarmtz n France, Mahon in Manorca and Pzlermo in Sicily We
also announced additional services from Heathrow and Gatwick to Krakow in Poland, Stackholm in Sweden, Spht tn Croata, Berin in Germany, Olbia in
Sardsima and Gibraliar

We announced our busiest summer schedule ever at London City Arrport for 2016, bolstered by an additonal Embraer E190 awrcraft to increase the
number of seats on flights to Dusseldorf by 50 par cent in 2016 Customers fiying from Loadon City will also be able to take advantage of three
adeinonal flights a week to Nice, two ta Faro, Florence, Ibrza and Angers and one extra flight a week to Quimper, Venice and Palma (Majorca),
increasing the number of seats offered to Europe by 30 per cent. Additional flights are also being added to the Isle of Man for next summer

We listened to customer feedback and providad signficantly more opportunities for our customers to book reward flights in 2015 we guaranteed we
would offer nine mallion redempuon seats across our entire network every year, with at least twa Club World or Club Europe and four World or Euro
Traveller seats available on every BA flight. Also, we announced that for two thirds of the year, customers will be able to book using fewer Avios than
previously, as those fhights are now considered off-peak.

We introduced 2 revised On Business scheme to help small and medwm enterprises In 2014 alone the On Business scheme saved firms £34 million an
ravelling to do busmess face-to-face The re-vamped programme enables travellers to choose batween an immediate discount of at least five per cent
off selected flights, or On Business points that can be used towards future ps and upgrades On Business points can be redeemed on upgrades and
reward flights for any staff member flying acrass the BA, American Arrlines and Ibena networks

We added fims from the renowned Brinsh Fdm instiute, the Tate Gallery and the Victona and Albert Museum to our in-flight entertanment systern,

featunng some of the earliest known film footage from life i the UK and short films offering intimate portrais of the world's leading arusts and cuftural
figures

We also introduced a new luxury sn-flight magazine for customers travellng in First

Growing revenue with our airline partners
In 2015, following their addition 1o IAG, we announced that we are extending our codeshara agreement with Aer Lingus 1o cover 2ll routes, including

thosa across the Atanuc The extension of our partnership with Aer Lingus is great news for aur customers, who now have an even greater choice of
routes, destinations and fares and maore flexibiity betwaen the UK and {ratand

Grow our lead i1 London

2015 saw BA operate 1ts most extensive and ambiious summer schedule, which included five new routes from Gatwick to Mediterranean hotspats

Heraklion in Crete, Bodrum and Dataman in Turkey, Caghan i Sardinia and Rhodes in Greece Greece proved so popular in 2015, that we have
announced new fights to Chania and Kalamata for 2016

Increasing connectivity with Scotland, BA also announced a boost to services from London to laverness, Gateway to the Highlands and Islands A naw
year-round service will start n May 2016, connecung Iaverness directly with Meathrow's T5 and BA's global network, serving more than 130
desunauans around the world BA operates up to 58 return services a day between Scotland and Heathrow, Londan City and Gatwick airports, more
than any other airling, and the most 10 any other country on the arline's global network

In 2015, BA announced 1t1s to restart its long-haul route from Gatwick to New York, with a dally service to |FK The service starts on 1 May 2016, and
will make BA the only arline to offer flights ta New York from all three of Landon's main airports, Gatwick, Heathrow and London City

Set the standard for safe, responsible aviation
Safety and secunty 15 2t the heart of everything we do and we conunue to run aur business with the highest safety standards 1n mind

In 2015 we began to develop our new state-of-the-art global wratmag academy, offering trarung ta BA employees and thasa from other awhines, World-
class safery fachues include full-scale cabin mock-ups, door simulators, a fire-ground and full height evacuauon slides, with traners using examples of
past events from across the industry to create realbsuc evacvation scenarios The academy also houses an arcraft ssimulauon hall where our pilots tram
on 18 different aircraft types This helps us to conunue to set the highest standards in fight safety and training that our custamers expect from BA.
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BA's Flying with Confidence course has now helped more than 50,000 customers beat thair fear of flying The popular course for nervous flyers, which
has been runming for nearly 30 years, 15 run by expenenced BA pilots and cabin crew

The arhne employed 175 apprenuces 1n 2015 on its 14 apprenuceship schemes across the business, in professians ranging from enginganng and
operauons, to IT, finance and customer service  Since 2010, more than 600 students have begun apprentceships, with many graduaong to permanent
roles with the amhina Mare than 50 graduates jomned the business 1 2015, on the following schemes Leaders for Business (general management),
Anzlysts, Engineanng, Cargo, and Operational Research.

BA's Community Learning Centre has welcomed around 100,000 people since opening in 1999 wath students attending awiauon themed educauonal
acuvites that are interacuve and kink with the schocl curnculum. Programmes are offered to students in the boroughs surrounding Heathrow

in 2015 we became part of the Kidzana educavonal entertainment expenence in London QOur involvemen: gives children aged four to 14 the
opportunity to don BA style umiforms and learn about being a pdot by trying therr hand m one of five reahsuc flight simulaters They can also
experiznce what It's ke o be a member of cabin crew, learming the safety demonstrauon and serving food and dnnks to the discerning customers

(their parents) ih an exact rephca of a BA cabin Our staff and customers continued to successfully raise money for Flyiag Start, our chanty parinership
with Cormic Rehef, with the total amount rased now standing at more than £12 milhon

Be outstanding - perform at our best

We know that punctuality 1s important 1o our customers, and 2015 saw 78 per cent of departures within 15 runutes of their scheduled departure ume
(2014 78 per cent of fights departed within 15 nunutes of scheduled departure ume). We alse achieved the best yeary network Ready To Go since
2011 at 56 per cent (2014 55 per cent) and the best Q4 performance in 15 years at 61 per cent {Q4 20i4 54 per cent) To help us achieve these

results, we introduced a number of initatives to help us maintain punciuality, ncluding the way we board our flights and the size of the bags we allow
customars to take (nto the cabin

We also smplified the service we offer to customers at Heathrow by operating from two terminals rather than three Flights to 20 desunations changed
terminals, and now all of the airine’s Heathrow services depant from either our flzgship home of Terminal S or the main oneworld alhance base in
Termunal 3 We successfully renovated and extended our check-in area as well as working with Heathrow Arrport Limited to enhance its baggage
systems Terminal 3 now handles a similar number of BA customers each day as the operanon at Gatwick Arport

Use technology to enhance customer engagement

We know that the way customers connect and travel with us 15 changing and in 2015 we launched our app for the Apple watch. A simple swipe opens
the BA app, which was re-designed 1o fit the Apple Wartch screen It then displays 2 summary of the customer's next flight, the fight number, route,
departure time, flight status, a countdown to the departure ume and the weather at the desunation MHaving seen the use of the app quadruple i just
four months, we introduced 136 new scanners to make them easier and faster 1o use at check 1 desks across Heathrow Terminals 3 and 5 We alsa
ntroduced Apple Pay to make st easier for customers to purchase Flights, holdays and expenences with us, and celebrated five years of mobile
boarding passes More than 28,000 of cur customers now use a digital boarding pass every day

Outlook

BA has set a sclid foundation for the future, generaung a E1,264 million pre-excepuonal operating profit in 2015 (2014 £975 milion} Going farward, BA
will target a return on capital of at least 15 per cent with an operaung margn in the range of 12-15 per-cent

Improving the customer experience will be a key featura of this businass plan with plans to either replace or rafurbish 99 per cent of wide-body aircraft
by 2020 Our customer's will benefit from new inflight entertainment, in-seat power and the rollout of on-board WIFI across both the long and short-
haul fieet In 2016, eleven new generauon Boeing 787-9s and two Airbus A3B0s will be delivered bninging the respecuve fleats 1o 24 and welve by the

end of the year Customer service will be improved through addiwona! cabin crew trarming and investment in digital to provida personahised, seamless
service that sets BA apart from the competinon

The other key focus over the next five years will be the conunued drive towards greater efficiency to ensure BA can withstand compettion from next
generation carners’ in what 15 2 price sensiive market The ntroducuon of IAG Global Business Seraces {"IAG GBS™) to provide group [T, finance and
procurement services will enable BA to reduce its cenval costs IAG GBS will also enable BA to achieve improved terms with suppliers by standardising
certain product specifications across the group such as arcraft, seats and ground handling

BA plans to grow capacity by 2-3 per-cent per annurn on average, with a target of No 1 premitm market share for the Atlantic Joint Business Some af
the key markets have been strengthened with the A380 deployed on routes to Washington, San Francisco, Miami and Vancouver and the strategy of
growing to secondary cities will see San Jose (California) faunched in 2016, Gatwick long-haul will see growth with the faunch of routes 10 New York
JFK}, Costa Ruca and Peru in 20156 The Chma 2020 strategy remains on track with plans to develop arine partnerships, strengthen commerceat
presence and tailor the customer propositon Twe new craw bases will ba set up in China in Apnl 2016 Short-haul profitability conunues te improve
underpinned by plans to conuinue reducing umit costs and the evaluuon of the commerciad model (o provide better value for money
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Financial review

The finanaal review provides a summary of the Group's financral results for the year ended 31 December 2015

Symmary financial performance

£ mulhion 2015 2014 Better/{worse)
CONTINUING OPERATIONS
Total revenue 11,333 1718 (33)%
Toral expenditure on operatons before exceptional items (10,069) (10.744) 653%
Operating profit before excepuonal items 1264 978 296%
Excepuonat tems {25) nm
Operating profit 1,239 975 %
Non-operating items {i44) (116) (24 0)%
Gain on deconsolidavon of AGL 1533 nm
Profit befare tax 2628 859 nm
Tax {120) (157) 236%
Profit after tax 2508 702 nm
2015 2014 Better/{worse}
CONTINUING OPERATIONS
Avalable seat kilometres (ASK) (m) 174274 170,517 20%
Revenue passenger kilomatres (RPK) {m) 142,016 138,431 26%
Passenger load factor (%) 8t5 810 05pis
Passenger revenue per ASK (p) 583 612 (47
Passenger revenue per RPK (p) 716 755 52)%
Non-fuel costs per ASK at constant currency® {p) 404 423 45%

*Stated before exceptional tems
nm = not meamngful

Revenue

£ mitlion 2015 2014 Better/(worse}
Passenger revenue 10,164 10,452 {28)%
Cargo revenue 547 598 (89)%
Total traffic revenue 1071 11050 (3%
Qther revenue a2 669 T0%
Total revenue 11,333 thral] (3.3)%

Revenue for the year was £11,333 milleon, down 3.3 per cent over the previous year This included a decrease in passanger revenue of £288 miion, or

28 per cent, driven by increased competiton on key North Atlantic routes and a drop in corporate customers on key oil routes as a result of the
conunued fall n ol prices

Available capacity (ASKs} increased by 20 per cent as a result of the addition of rew arcraft which resulted In an increase in passengers camed to 43
milhon (2014 42 million) A strong commercial performance has meant that this addiional capacity has mostly been filled as RPKs have increased by
26 per cent along with 2 shghtincrease in load facior by 05 percentage pomts

Passenger revenue per RPK ended the year 52 per cent lower than last year mainly as a result of faling vields on key routes due to increased
competitor capacity, specifically on North Atlantic routes

The Group's cargo revenus declned by BS per cent parually s 2 result of the softeming of key markets impacung both yields and volumes
Additonally, the Group exited the fong-haul fresghter programme in the prior year which impacted 2015 full year revenue This has been offset to an
extent by the product mix with continued emphasis being placed on premmum products Other revenue has decreased by 70 per cent This has
pnmarily been caused by the disposal of the BA Execuuive Club loyalty scheme n the year resulting In a ssignificant reduction in loyalty redemption
revenue There has been further strong performance by BA Holidays dunng 20i5 with angather increase in revenue far this business
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Operating costs

£ millien 2015 2014 Better/({worse)
Employee costs 2,466 2422 {LEB}%
Restructurnng 7 39 308%
Depreciatian, amortisation and impairment 761 a3 B4%
Aurcraft operaung lease costs 13 80 (413)%
Fuel, oif and emission costs 3,031 3,515 138%
Engineertng and other aircraft costs 583 613 49%
Landing fees and en route charges 792 787 (06)%
Handling charges, catenng and other aperatng costs 1,255 1,381 91%
Selling costs 401 449 107%
Currency differences 46 37 (24 3)%
Accommodauon, ground equipment and (T costs 594 590 {07)%
Total Group expenditure an operations* 10,069 10,744 63%
Total Group expenditure exduding fuel® 7,038 1,229 26%

*Stated before exceptional nems

Fuel costs decreased year-on-year by £484 million, or 138 per cent, to £3,031 miflion compared to £3,515 milion m the pnor year The decrease 1s
mainly aitnbuted to 2 reduction n the average fuel prce, net of the mpact of hedging, parually offset by the adverse impact of foreign exchange and
by the increase in volume BA also benefitted from the performance of our next generation fleet which are more fuel efficient.

Group expenditure exciuding fuel has decreased by £191 million to £7,038 mulllon, or a 2.6 per cent decrease Given that ASKs increased by 2.0 per

cent, this represenis a 4 5 per cent decrease in non-fuel costs per ASK driven mainly by cost saving minatives around the business and the disposal of
the BA Executive Club

Daespue the increasing passenger volume, handling, catering and other operaung costs have decreased by 91 per cent This decrease 15 driven by the
dispesal of the BA Execuuve Club in early 2015 offset to an extent by increased BA Holidays costs in hne with their volume growth. Depreciauon,
amorusation and impairment costs have decreasad due 1o arcraft reurements 1n the year and the impact of reduced depreciavion of £48 million per
annum from the extended lives of certain fleet Engineenng and other arcraft costs have decreased by 49 per cent ansing from the reduction in rates
following the restructunng of certam mantenance agreements, which included a credit of £25 mullion, as well as a full year benefit of the cancellation of
the cargo freghter contract.

Selling costs have reduced by 107 per cent i bne with the reduction in revenue on top of the benefits seen fram a cost savtng Itiative Awcraft fease
costs have increased by 41 3 per cent primanly due to addinanal Boeing 777 and Airbus A320 arreraft being financed under operating lease agreements

Exceptional items
An exceptional item leading to a one-off loss of £25 miflian was recognised in the income statement in 2015 (2014 Enil)

The htigation provision represents the continuation of the cvil clasms brought zgamst BA n 2006 This provision represents a settled c¢ase against BA

n the cargo daim, far a total of £25 million The final amount required to pay the remaning clams detaled in note 32 15 subject w significant
unRcenanty

Non-operating items
Non-operating items are an income of £1,389 million in the current year {2014 expense of £116 milhon)

On 28 January 2015 BA entered mto a business transfer agreement with Avios Graup {AGL) Limited {"AGL") which transferred certain parts of the BA
Executive Club business, relating to the frequent flyer programme, to AGL in return for additional shares in AGL. Following the restructure, BA's
shareholding reduced from 100 per tent of the AGL business 1a 86 per cent of the combined customer loyalty business 8A no longer has the power
1o affect the retums of AGL as 1t now falls within the governance structure of 1AG From 28 January 2015 AGL was derecognised 2s 3 subsidiary of BA
and recognised as an assocaie at the far value of the retained interest On tmual recagminon the fair value of the retained nvestment in AGL was
measured at £16 bilhon with a gain recogrised on loss of control of a subsidiary {below operzung profit} of £15 bilien  As consideration was recerved
n the form of shares this gain recogrised 15 not distributable

Offsetting the gain on disposal of the BA Execuuve Club are increased realised losses on fuel denvatve contracts and adverse retranslation
mavemants on currency borrowings An increased share of associates profit has been recognised this year which 1s due to AGL being classed as an
associate rather than a subsidiary
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Operating profit

Dunng the year the Group achieved a pre-excepuonal operaung profit of £1,264 miion (2014 £975 miflion) which 1s another new record for BA,
exceeding the previous record that was set in 2014 The Group will conunue to focus on profitability over the coming years to finance the Group's
investment in new aircraft and ensure we are financially robust for the future

Taxation

The tax charge on conunuing operations for 2015 was £120 milkon (2034 £157 millkon) The Greup profit before tax was £2.628 mulhon but 15 stated
after the E15 billan gain on disposal of AGL, which 1s not taxable, and £149 million post-tax share of asscciate’s profits. After adjustng for these items
and the impact of tax rate changes, the Group's effectve tax rate was 198 per cent, compared 1o the UK corporation tax rate of 20 25 per cent.

Durning the year, the net deferred tax liabikty has mncreased by £60 miflion to €282 mulhon, pnmanty as a result of the significant mark-to-market losses

on hedging instruments driven by the sharp decline in fuel pnce offset by decreased defined banefit pension habilities given significant actuanal gains
recognised in tha year

Capital expenditure

Toral capital expenditure i the year amounted o £1,073 million (2014 €1,494 milhon) This comprised £993 mellion 1n fleet-related spend (arrcraft,
arrcraft progress payments, spares, modifications and refurbishments) and £80 milkon on property, equipment, saftware, and landing nghts

During the year the Group took delivery of savan Arbus A320 aircraft, two Arbus A3B0 aircraft, five Boeing 787-900 aircraf: and ane Embraer E-190
awrcrafc

Liquidity

The Group's biquidity position remains strong with £2.0 billion of cash, cash equivalents and other interest-bearing deposis (2014 2 5 billion) Net debt
stood at £2.5 bifion (2014 £20 bilion) This increase arose from financing for new arcraft Refer to note 20 of the financial statements for further
discussion around net debt

In addrtion, the Graup had uadrawn long-term committed arcralt financing facdities totalling £25 billion (2014 €18 bilbon) and further commutted
general faciknes of £18 bilion (2014 £0 & tilhon}

Pensions

As reported i previous years, the Trustees of APS have purported to grant an addinonal discret:onary increase above CPlinflaton for the 2013/14
pensions In payment BA has challenged the decision as it considers the Trustees have no power to grant such increases and 1t 15 concerned about the
actuanal funding posion of the scheme. BA 1s also conceraed about the residual unhedged nsk In the scheme, which will be increased by the additian
of new unfunded benefits, 1o which BA may ulumately be exposed as the pnncipal employer and sponsor of the scheme BA 15 commutted ta an
exisung recovery plan, which sees deficit payments of £55 million per annum unul March 2023 Legal proceedings, inttated by BA, are underway to

determine the legivmacy of the additional discretonary increase. This discretionary increase has not been reflected in the accountng assumptions
usad




Strategic report continued

Principal risks and uncertainties

The highly regulated and commeraally compeutive envirenment, together with operauonal complexty, leaves the Group exposed 1o 3 number of
prncipal nsks Tha focus remains on mingating these nsks at 2l levels in the business, alihough many remam outside our control such as government
regulation, taxes, terronsm, adverse weather, pandemics and avartability of funding from the financial markets. The nsks and uncertainties descnbed
below are the ones that are expected to have the most significant impact on the Group The iistpresented 15 not intended to be exhausuve The Group
cames out detailed nsk management reviews 1o ensure that the nsks are mingated where possible.

Strategic

Competiticn

The markets in which the Group operates are highly compeouve Direct compeuuon 15 faced from other ailines on routes, as well as from indirect
fhghts, charter services and from other modes of transport Compeutor capacity groweh 1n excess of demand growth could matenally impact our
margins. Some competitors have cost structures that are iower than BA or have other competrtive advantages such as baing supported by government
intervention, Fare discounting by some compeutors has histoncally had a negauve effect on the Group's results because a response 15 generally
required to compentors’ fares to maintan passenger traffic. In additon the low cost medel conunues to be extended into long-haui by our

compeutors The Group's strong globat market posiarung, leadership in strategic markets, afliances and diverse customer base conunues to address
this nsk.

Compettors, or new entrants to the travel market, may use digital technology to disrupt our business The Group's unrelentng focus on the customer,
togather with our own explortaton of digital technology, reduces the impact digital disrupters can have

Consolidation and deregulation

Although the aithne ndustry 15 compeutive, we believe that the customer would benefit from further consalidauon This may nvolve further awhne
failures or consolidation leading to oppartuniues to capture market share and expand the Group Mergers and acquisibons amangst competitors have

the potential to adversely affect our market positon and revenue The Group maintains ngorous ¢ost control and targeted product investment to
remain compeutive

The aidine industry Is increasingly dependent on allkances and BA 15 no exception ta this Maintaining a leading presence in oneworld and ensuring the
alliance itself perfarms as expected by the mambers 15 key i safeguarding the network. Some of the markets in which the Group operates remain

regulated by governments, in some 1nstances controlling capacey and/or restricung market entry Relaxauon of such restnicuans, while creaung graweh
opportuntties for the Group, may have a negative Impact on margns

Joint Businesses

Some of BAs revenue 1s within joint businesses  BA 1s subject to the nisks of these joint businesses and potentally the nsks which may impact our
businass partners Strong governance and financial controls exist for each joint business

Government intervention

Regulation of the arkne industry 1s increasing and covers many of the Group's activiues including safety, secunty, route flying nights, arport slot access
and environmental controls The abidity to both comply with and influence any changes in these regulations is key to maintaming performance

Government taxes such as Arr Passenger Duty, may have an adverse impact upon demand for air wravel and/or reduce the profit margin per tcket
These taxes may also benefit BA's competitors by reducing the relative cost of doing business from their respective hubs

Infrastructure constraints

Heathrow has no spare runway capacity and has operated on the same two mam runways since it opened over 60 years 2go As a result, the Group is
wulnerable to short-term operational disruption and there is Litle that can be done to mitigate this

Aurport, transit and landing fees and secunty charges represent a significant operaung cost 1o BA Whilst certain airport and secunty charges are passed

on to passengers by way of surcharges, others are not BA s therefore particulary sensitive to Heathrow and Gatweck charges and how infrastructure
developments are pnontsed at these airports

Business and operational

Brand reputation

BA's brand has sigmificant commercial value Erasion of the brand, through eher a single even or senes of events, may adversely impact the
Company's leadership posinon with customers and could ulumately affect future revenue and profitabihty The Group regularly monitors customer
sausfacuon through the global customer survey, slongside ongoing research and development of the BA product, in order 10 mitigate this nsk. BA
allocates substanual resources o safaty, operauonal integnty, on-board product and new aircraft to maintan ts leadership positon.

Economic canditions

The Group's revenue 15 highty sensitive to economic conditions in the markets it operates n Detenorauon in either the domesuc and/or glabal
sconomy may have a material i/mpact an the reported financial pasition
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Employee relations

BA has a large unionised workforce Collective bargaining takes place on a regifar basis and a brezkdown i the bargaining process may disrupt
operauons and adversely affect business performance

Fallure of cntical suppliers

84 15 significandy dependant on critieal supplers parucularly as industry supply chang are becoming more complex and outsourong 15 INcreasing.
Falure of a criucal suppber 1o deliver to contract may have a significant impact on operanonal performance and customer delivery BA has robust
conungency plans and maintains regular oversight of suppliers to manage the nsk of suppker failure

Faifure of a entical T system

BA s dependent on IT systems for most of our principal business processes The failure of a key system may cause signuficant disruption o operations
and result in lost revenue Systern controls, disaster recovery and business continuity aWangements exist Lo mitigate the nsk of a cntcal system falure.

In 2015 the BA Travel Programme commenced implementation of s new customer management system that provides passenger check-in and arrcraft
boarding funcuonality As such it 1s a cniucal operational system  In 2016 the system will be implementad in corplex and high volume stations,
including Gatwick and Heathrow The programme has a strong nisk management work stream designed to minimise, but not ehminate, the nsk of

disruption during implementation The roll out plan 15 designed to build up operauonal experience of the system befare it 15 implemented in higher
volume stations

Pandemic

If thare 1s & significant outbreak of an infecuous disease, staff absence will iIncrease which may seniously impact the operation. Key corporate chents may
discourage travel, sigmificantly iImpacung sa2les The Group has comprehensive business contnuity plans

Safety and secunty incaidents

The safety and secunty of customers and employees 15 fundamental for BA. Farlure to prevent or respond effecuvely to a maor safety or secunty
mcident may also adversely impact operations and financral perfarmance The Safety Committee sausfies self that BA has approprate safety
resources and precedures The Cnsis Management Centre responds in 2 structured way in the gvent of an incident.

Evant causing sigmficant network disruption

Sevorzl possibie events may cause a significant network disruption. Example scenarios inciude a3 major falure of the public transport system, failure of
the air traffic control system, the complete or parual Joss of the use of terminals at Heathrow, advesse weather conditions (such as snow, fog or
valeanic ash) widespread ar coordinated ar traffic cantrol mduswinal acuon, war, civit unrest of terronsm, Such a discuption may result 10 last revenue
and additional cost. Management has implemented robust busingss continuty plans to miugace these rnisks to the extent feasible

Financial

Financial nsk management objectives, policies and procedures
The Group 1s exposed to a variety of financial nsks, including market nsk credu risk, capial risk and liquidity nsk. The Group's overall nsk management
programme focuses on the unpredictabrlity of financial markets and seeks to munimise potential adverse effects an financial performance The BA

Board delegates certain responsibibues to |IAG semor management, who diectly control day-to-day treasury operations and operate within clearly
defined parameaters The financal nsks faced by the Group are coverad it note 26 to the financial statements

The Group s exposed to currency devaluation of cash held in currencies other than the arhine’s local currency (sterng) This nsk 15 mnmised by
holding cash tn stering wherever possible but exchange controls in some markets will from ume to tme delay conversion and repatnaton of funds

The Group expenienced delays in the repatnauon of funds from Nigena during the second half of 2015 and at the year-end held balances of £53 milion
equivalent in Migenan Naira

Debt funding

The Group camnes substanual debt that needs to be repaid or refinanced The ability to finance ongong speratons and commutted furure fleat growth
plans 1s vuinerable to varous factors including financial market condittons and finanaial snsututions” appeute for secured arcraft financing. The Group
carrtes substantial cash reserves and committed finanang facilities to mitgate the nsk of short-term interruptions to the arcraft financing market

Fue! price

The Group used approximately 57 million tonnes of jet fue) n 2015 Valauhty n the prce of oil and petroleum products can have a matenal impact on
the Group's aperaung results This prce nsk 15 partially hedged through the purchase of of denvatives in farward markets, which tan generate a profit
or a loss The financial risks faced by the Group are covered in more detal n note 26 to the financial statements

Geopohtical tensions

Instabiity from geopohincat factors in any of our markets may have 2 detnmental mpact on revenue and operatng ¢osts  BA mantans ongoing
aversight of all markets and ¢an adapt operational plans and capacity when prudent
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Pensions

Negative movements in pension asset vzhies and financial rewuens from these assets may increase the size of the pension deficit Management regutarly
review the status of the pension funds and remain committed to taking appropnate action.

Comphance and regulatory

Comphance with Competition, 8rnbery and Sancuons Laws

The Group s exposed to the risk of ndmdual colteague’s or groups of cofleagues’ unethical behaviour resulung in fines or Josses to the Group The
Group has comprehensive policies and training schemes in place to educate colleagues

The Strategic report 1s approved by the Board and signed on its behalf by

o

Keith Williams Nick Swift
Execuuve Chawman Chief Frinancial Officer
26 Fabrvary 2016 26 February 2016




Directors’ report

The Directors present their report and the audited financial statements of the Group for the year ended 31 Decamber 2015

Business review
A review of the Group's business, future developments and pancipal nsks ts detaled further on pages 2 to 10 of the Strategic report.

Results and dividands
The pre-exceptonal operaung profit for the year ended 31 December 2015 amounted to £1,264 million (2014 E975 million}

An intenm dividend of £240 mithon was pard in October 2015 and a further intanm dividend of £20 million was paid in December 2015.

The Board has decided not to recommend the payment of a final dividend in respect of the year ended 31 December 2015 (2014 £nil)

Directors
The Directors who served dunng the year and since the year end are as follows

Keith Willrams

Alison Reed

Mick Swift

Andrew Crawley resigned 7 january 2016

Frank van der Post resigned 31 March 2015
Ken Smart

Gawin Pattersan

Garrett Copeland

Juha Simpson

Lynne Embleton appointed 7 fanuary 2016

It was announced on 6 November 2015 that Keith Wilhams and Nick Swft would be resigning as Directors of the Company dunng Q1 2016 They wall
be replaced by Alex Cruz, Chairman and CEO of Vueling, and Steve Gunning, CEO of |AG Cargo respectvely

Company Secretary
Andrew Flarming

Employment policies

The employment policies 1a place aim to balance nghts of colleagues and the responsibilittes of the Group in order to drive the business forward The

policies are regulary reviewed and updated with mput from colleagues The overall am s to have policies that are farr, legally complant, cost effective
and that empower line managers

BA continues to drive genuine and effective engagement with colleagues, putting the customer at the forefrant of everything it does and maintaining a

high performing orgamsaton BA's objective 15 to have involved colleagues with deep knowledge of their customers, who are empowered 1o serve
therr needs proactively

Thare ts a framework 1n place for consulauon with colieagues, thraugh direct angagement as well as coliective bargaining, enabling everyone to have
an open and henest dialogue with the Group Regular bnefings (including updates on financial and ecenomic factors affecung the performance of the
Group) are run across the arfine and other commumicauion channels include live online forums 2 personalised intrane:, mobde SMS and video
maessages and a range of BA-wide and local nawsletters

BA s commutted 1o delivering competiuve packages that reward colleagues for ther perfarmance and contnbutan to the busness and allow us 1o

attract, retam and grow exisung and futyre talent BA drives the involvement of colleagues in the Group's performance through the emplayee bonus
scheme and the |AG group share schemes for eligible employees

As a responsible ofganisation, disability 15 taken very senously and apphications are welcomed from mdmduals with disabiliues BA aims to employ the
mast talented people and thus has precedures m place to ensure that ndwiduals wich diszbilities are supporned w reachung their full patanuat by making
reasonable adjustments for them in the workplace BA has held the Twe Ticks disability symbol for more than five years as recognition both of our
commitment to encourage job apphicatcns from disabled people and to support disabled colleaguas within BA,

Wellbeing and Inclusion 15 a key part of BA's people strategy Mandatory traiming on inclusion prnciples, and how to avoid disenminauon, continues for

all cofleagues and managers to ensure that BA has a culture of famess and respect 2nd all our colleagues feel supparted and able 10 be they best at
work

Pohucal donations
The Group does not make political donauons or incur political expenditure and has no intention of dang 50




Directors’ report continued

Internal centrol and nsk management

Corporate Governance

As the shares of the Company are nat hsted, it 1s rot required to comply with the UK Corporate Governance Code. Howaever, as the Company
continues to be an issuer of listed debt 1t remains subject to certain provisions of the Compames Act 2006, Listing Rules and the Disclosure and
Transparency Rules |n order to comply with these prowisions, certain nformation sbout the Company's corporate governance 1s detaled in this report

The Group has 1n place internal control and nsk management systems in relauon to the Group's financial reporung process and the process for the
preparauan of consoldated financeal statements During the year, no changes in nsk management and internal control systems over financial reporting
have occurred that have matenally affected, or are reasonably likely to have matenally affected, the Group's financial reporting

Internal control framework

Effecuve Corporate Governance remains key to the business The Group continues to review its internal control framework to ensure It maintains 2

strong and effectuive internal control environment During the reporung penod, the effectiveness of the framewark was regularty reviewed by the
Leadership Team

Business controfs are reviewed on an ongoing basis by the internal audit function through a progamme based on nsk assessment Professionally
qualified personnel manage the depariment with expenence gained from both inside and outside the industry A risk-based audu plan, which prowides
assurance over key business processes and commercial and financial nsks facing the Group, s approved by the 1AG Audit Commitiee half-yaarly

The BA Board consider significant control matterss raised by management and both the internal and external auditors, and report 1ts findings 1o the IAG
Audit Committee Where weaknesses are identfied, the BA Board ensures that management take appropnata action.

Rrsk management

The Group has 2 structure and process to help dantfy, assess and manage nsks This process has been in place throughout the reporting penod to
which these statemants apply and up to the date of their approvat,

Dunng the year, the Risk Group consisted of the Leadership Team, the Head of Corporate Risk and Compliance and key serior executives Meebng
quarterly, it reviews the Group's key risks contamned tn the corporate nisk register and ensures that all new and emerging nsks are appropnately

evaluated and any further acuons idenufied The Risk Group also prowvides policy and guidance to those responsible for managing the indrvidual nsks
and 1o the departmental risk leaders

The management of each major area of corporate nsk is subject to review by an appropnate 'assurance body' This ncludes a review of the conkrols In
place to mitigate the nsks and the further actions being tzken by management The Risk Group reports quartery to the BA Board to assist in the
management of risk in accordance with the UK Corporate Governance Code (2014}

The nsk management precess includes multiple opportunities for ngorous discussion and debate to assess the relauve profile of each nsk The
cutcoma cludes a3 heat map which plots each enucal nsk on an impact and probabifity scale For each cntical nsk, mitigating act:ions exist and are
actively managed and this process is iterative and refreshed on an onagoing basis The Strategic report does not include the mitsgating acuons for the

pnncipal nsks because of the sensitive commercial nature of some of management's plans The panopal nisk and uncertainties are detaidad further on
pages B to 10 of the Strategic report.

Overseas branches

The Group flies to a nember of desunations around the world In addition to the overseas branches established in many of these countnes there are
also branches 1n countnes to which BA does not fly A full list of destinauons can be found on the website wwwbacom

Going concern

The business acuwviues, performance, strategy and nsks of the Group are set outin this repert The financial pesivon of the Group, including cash flows,

lrquidizy posiion and available committed faciivtes are discussed in the financial review on pages 5 to 7 of the Strategic report, and further mformation
15 provided in note 26 of the financial statements

After making enquines the Directors have a reasonable expectation that the Company and the Group have adequate resources to contnug operaung
for the foreseeabla future For this reasca, the going concern basis has been adepted in prepanng the financial staternents
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Events after the balance sheet date

It was announced on & Navember 2015 that Keith Williams and Mick Swift would be resigning as Crrecters of the Company dunng Q1 2015 They will
be replaced by Alex Cruz, Chairman and CEQ of Vueling, 2nd Steve Gunning, CEQ of 1AG Cargo respectively

No other significant events have 1aken place post the balance shest date

Duractors’ and OFficers hability insurance and indemnstias

1AG purchased insurance aganst Directors' and Officers’ liability covenng the |AG Group, s permitied by the Companies Act 2006, for the benefit of
the Directors and Officers

The Company has granted roling indemnities to the Directors and the Secretary, uncapped in amosunt but subject to apphcable faw, 1n relation to
certain losses and habilittes which they may incur i the course of acung as officers of companies within the Group. These indemniues also set out the
terms on which the Company may, 1n s discreton, advance defence costs The indemnises were in force during the whale of the financisl year or from
the date of appointment in respect of Cfficers who joined duning 2015 and remain in force

The Campany has granted qualifying pension scheme indemmities in the form pemuited by the Compames Act 2006 to the Directors of two
compamias, Bnush Airways Pension Trustees Limited and Bnush Airways Paension Trustees (No 2) Lirnted, that act as trustees of the Company's UK

pension schemes These indemnities were in force throughout the last financial year or from the date of appointment wn respect of Officers who joined
dunng 2015 and remain in force

Auditors

In accordance with Secuon 489 of the Companies Act 2006, resolutions concerning the re-appointment of the auditor, Ernst & Young LLP and
authonsing the Directors to set their remuneratton will be proposed at the next Annual Genaral Meeting.

Directors’ statement as to disclosure of mformation to the auditor

The Directars who are members of the Board at the ume of approving the Directors’ report and business review are hsted above Hawing made
enquines of feliow Directors and of the Group's auditor, each of these Directors confirms thar

To the best of each Director's knowledge and belief there 1s no information relevant to the preparauen of the auditor's report of which the
Groug's ayditor 1s unaware, and

Each Director has taken all the steps a Director mught reasonably be expectad to have taken to make him or herself aware of relevant audnit
informaton and to establish that the Group's auditor is aware of that informauon.

This confymanon 5 given and should be interpreted in accord ance with the provisions of Section 418(2) of the Companies Act 2006.

Directors' responsibilities statement in relation to the financial statements

The Directors as hsted are responsible for prepanng the Strategic report, Directors’ report and the financial statements in accordance with applicable
UK law and those Internauonal Financial Reporung Standards {IFRSs? as adopted by the European Union

The Drrectors are required to prepare financial statements for each financial penod, which present fairly the financial pestuon of the Campany and of

the Group and the financial performance and cash flows of the Company and of the Group for that penod In prepanng those financial statements, the
Directors are required to

®  Select suable accounung policias and then apply them consistently;

¢+ Presentinformaton, including accounting policies, in a mannear that provides relevant, reliable, comparable and understandable information,

«  Prowide addmonal disclosures when compliance with the specific requirements in IFRS is insufficiant to enable users to understand the impact of
particular transactions, other events and conditions on the entity’s financia) posiuon and financial performance, and

»  State that the Group has comphed with iFRS, subject 1o any matenaf departures disclosed and explained in the financial statamants

The Directors as histed are responsible for keeping adequate accounung racords, which disclose, with reasonzble accuracy at any ume, the financial
posiuon of the Company and of the Group and enable them to ensure that the financial statements comply with the Companies Act 2006 and Armicle
4 of the IAS Regulauon They are also responsible for safeguarding the assets of the Group and hence for taking reasonable steps for the prevention
and detecuon of fraud and other rregulanues In additon, the Directors are responsible for the maimtenance and integnty of the corporate and financial

informauan included 1n the Company's websua Legislauon in the UK governing the preparauen and disseminzuon of financial statements may differ
from tegistation i other jurisdicuons




Directors’ responsibility statement pursuant to DTR 4

The Drrectors as hsted confirm that, to the best of each person’s knowledge

The Group and Company finanoal statements in this report, which have been prepared in accordance with IFRS as adopted by the European
Unian, IFRIC snterpretation and those parts of the Compames Act 2006 applicable to companies reporung under IFRS, give a true and fair view of
the assets, habthues, financial posivon and profit or loss of the Group as 3 whole and of the Company; ang

The management repart contained i this report includes a far review of the development and performance of the business and the position of
the Group as a whole and of the Company, together wath a descnption of the pnnapal nsks and uncertainues that they face.

Approved by the Board and signad on 1ts behalf by

Andrew Fleming

Company Secretary

26 February 2016

Company registration aumber - 1777777




British Airways Plc
Independent auditor’s report

We have audited the financial statements of Baush Airways Plc for the year ended 31 December 2015 which comprise the Group consolidated incoma
statement, the Group statement of other comprehensive income, the Group and Parent Company balance sheets, tha Group and Paremt Company cash
flow statements, the Group and Parent Company statement of changes in equsty and the related notes 1 to 35 The firancial reportung framework that
has been applied 1n therr preparanon 15 apphcable law and Internauonal Financial Reporung Standards (IFRSs) as adopted by the European Union and, as
regards the Parent Company financ:al statements, as apphied 1n accordance with the prowisions of the Companies Act 2006

This report s made solely to the Company’s members, as 3 body, i accordance with Chapter 3 of Part 16 of the Companies Azt 2006 Our audit work
has been undertaken so that we might state to the Company's members those matters we are required to state to them In an audiors report and for no
other purpose  To the fullest extent permitted by law, we do not 2ccept or assume rasponstbility to anyone other than the company and the company'’s
members as a body, for our audit work, for thes report, or for the opinions we have formed.

Respective responsibilities of Directars and auditor
As explained more fully 1n the directors’ responsibibues statement set out on pages 13 and 14, the Direciors are responsible for the preparation of tha
financial seatements and for bewng sansfied that they give a true and far view Our responsibibty 1s (o audit and express an opimon on the financial

statements m accordance with applicable law and International Standards on Auditing {UK and Ireland} Those standards reguire us to comply with the
Auditing Practices Board's Ethical Standards for Auditors

Scope of the audit of the financial statemencs

An audnt involves obtaning evidence about the amounts and disclosures in the financial statements sufficient to give reascnable assurance that the
financial statements are free from matenal misstatement, whether caused by fraud or error This includes 2n assessment of whether the accounting
policies are appropnate 1@ the Group's and the Parent Company's crcumstances and have been consistently applied and adequately disclosed, the
reasonableness of significant accounting esumatas made by the Directors, and the overall presentation of the financral statements In addrion, we read
all the financial and non-financial nformation in the annual report to denufy matenal mconsistencies with the audited financial statements and to
denufy any informaton that 1s apparently materiaily incorrect based on, or materially inconsistent with, the knowledge acquired by us 1n the course of
performing the audit If we become aware of any apparent matenal misstatements of inconsistencres we consider the imphcations for our report

Opinion on financial statemenss
In our opinion

the financial statements give a true and fair view of the state of the Group's and of the Parent Company's affairs as at 31 December 2015 and of
the Group s profit for the year then ended,

] the Group financial statements have been properly prepared in accordance with [FRSs as adopted by the European Union,

] the Parent Company financial staterents have been properly prepared in accordance with IFRSs as adopted by the European Umion and as
apphed 1n accordance with the prowvisions of the Companies Act 2006, and

the financial statements have been prepared in accordance with the requirements of the Compames Act 2006 and, as regards the Group financial
statements, Arucle 4 of the IAS Regulauon

Opimion on other matters prescribed by the Companies Act 2006

In our opimon the information given in the Strategic report and the Divectors’ repont for the financial year for which the financial statemenis are
prepared 1s consistent with the financial statements

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Compames Act 2006 requires us 1o report to you 1f, in cur opiion

. adequate accounting records have not been kept by the Parent Company, or returns adequate for our audit have not been received from
branches not vistted by us, or

. the Parent Company financial statemants are not in agreement with the accountng records and returns, or

= certamn disclosures of Directors remuneration specified by law are not made, or

»  we have not received all the informauon and explanations we require for our audit

’6/\/\.4‘“7‘ < "I:AU: L(P

Debbie O'Hanlan (Semor statutory auditor)

for and on behalf of Ernst & Young LLP Statutory Audior
London

26 February 2016




Group consolidated income statement

For the year ended 31 December

Group
E milion Note 2015 2014
CONTINUING OFERATIONS
Passenger revenue 10,164 o452
Cargo revenue 547 595
Traffic revenue 10,711 HLoso
Crher revenue 622 669
Total revenua 4 11,333 nze
Employee Costs B 2,466 2422
Restructuring B by 39
Depreaanon, amornisation and mparment -] 761 831
Asrcraft operaung lease costs 13 80
Fuel ol and emissmion costs 3,031 3515
Engineenng and other arcraft costs 583 613
Landing fees and en route charges 792 787
Handlng charges, catenng and other operaung costs 1,258 1381
Selling costs 401 449
Currency differences 46 37
Accommodauon, pround equipment and T casts 594 590
Total axpenditure on oparations bafore exceptional items 10,069 10,744
Operaung profit before exceptional itams 1,264 ori
Excepuonal tems 5 (15)
Operaung profic § 1,235 975
Losses on fue! denvatives not qualfying for hedge accounung {321y 37
Finance costs g {147) {141
Finance income 9 24 7
Net finanaing charge relating to pensions 31 )] (3}
Net currency retranstation charges {t3) ]
Share of post-tax profics 1n associzies accounied for using the equity method 17 149 39
Gain on depasal of property plant and equipment and invesumenss 1,502
Net gain relaung 1o avatlable-for-sale financial assets 4 o
Profit before tax 2,628 859
Tax 10 (120) (157
Prafitafer tax 2,508 702
Attributable to
Equity holders of the parent 2,493 686
Non-controllng tnteresy 15 15

2,508 702

The above results are 3llin respect of canunuing operRtons




Group statement of other comprehensive income

For the year ended 31 Detember

Group
£ mufhion HMote 2015 2014
Profit for the year 2,508 702
Other comprehensive income,
Items that will not be re-classified to the income statement
Remeasurement of post-employment benefit cbligatsons e 152 {467}
Income taxes 10 (In 148
115 {319
ftems that may be re-classified to the ncome statament
Currency trandavon dffergnces 30a (9) )
Fair value movements in equity on cash flow hedges 30 (684) {958}
Faur value of cash flow hedges reclassihed to the income statement 302 892 05
Share of other movements i reserves of associstes 17 m 72
Avallable-for-sale finanaial assets - marked 10 market 302 (8) 45
Available-for-sale financial assets - recycled to income statement 30a 1 %
income taxes 10 {42) 70
149 723)
Total other comprehensive incomea/{oss) 264 {1042}
Total comprehensive income/{loss) for tha year (net of tax) 2,772 {340}
Attributable to
Equity bolders of the parent 2,757 (356)
Non-controffing injerest 30a 15 3
2,772 (3407




Balance sheets

As at 31 December

Group Company
F milion HNote 2015 2014 2015 2014
Noen-current assets
Property, plant and equipment.
Flaat 12 7,066 §930 6,813 6,645,
Pregerty 12 802 808 765 7a9
Equpment 12 252 252 239 231
8,120 7990 7.817 7646
Intangibles
Goodwll i5 4D 40
Landing rights 15 665 667 643 6432
Emissions allowances 15 & 26 6 26
Scltware 15 270 216 270 26
981 749 919 485
Investments in subsidanes 1 1,315 1326
Investmanis in associates i 1775 76 1,563
Avzlabla-far-sate finanaal assets 13 47 &3 40 48
Employee benefit assets 31 657 573 697 673
Denvative financial instruments Y 12 8 12 18
Other non-current assets 19 340 69 441 195
Jotal non-current assats 11572 S338 12,804 10791
Non-current assots held for sala 14 4 5 4 5
Currant assets 2nd recervables
Inventornes 139 133 136 129
Trade recenvables 19 541 53 527 £15
Other current assats 19 614 325 760 420
Denvat ve financ:al Instrumeants 27 59 70 50 72
Other current interest-hearing deposits 20 1,199 1849 1199 1849
Cash and cash equsvzlents 20 848 674 750 &1
2.047 2523 1,989 2468
Total current assets and raceivables 3,400 3583 3,472 3655
Totat assets 15376 13426 16,280 14451
Shareholders equity
Issued share capial 28 290 290 290 290
Share premuum 28 1,512 1512 1,512 1512
Other raserves 30 2,596 98 2,399 (7}
Tatal shareholders equity 4,398 L300 4 201 1795
Nor-coniralling interests 30 200 200
Total equity 4,598 2100 4,201 1795
Non-current babihiues
Interest-beanng [ong-term borrowings 23 3,782 4121 4,020 4354
Employee benefit obligavons El] 618 042 602 1o
Pravisions for deferred tax 10 282 222 193 120
Mon-current provisians 5 an 210 156 133
Dernvative faancial mstruments 27 161 139 101 132
Crher non-current bzbilises 22 62 20 36 &0
Jotal non-current habihities 5078 5824 5,108 5825
Current habiliues
Curran: portion of long=term boriowings 23 728 428 706 421
Trade and other payables il 4,197 4220 5,559 5595
Denvatrve finanoal instrumenits 7 548 &8/ 550 £93
Current tax payable 69 36 29 26
Current provis ons 158 127 127 96
Tatal cumrent habilities 5,700 5502 5971 6831
Tatal equity and labfies 15,376 13426 16,280 4 451
Approved by the Board and signed on its behalf by
Keith Wilkams MNick Swaft
Executive Chairman Chief Financial Officer
26 February 2016

26 February 2016




Cash flow statements

Far the year ended 31 December

Greup Company
£ mufion Note 2015 2014 2015 2014
CONTINLING OPERATIONS
Cash flow from oparating activities
Operating profit 1,264 875 1,201 210
Depregauon amorusanon and impaurnent 6 761 &31 723 795
Cash payments ta pensign schemas {excluding service costs) ELL] (302) (3 (300 {314
Movement in working capitat and ather non-cash movemerts (320) 12 (352 53
Interest paid (113} i3] {1o1) 94}
Taxation {100) (2l {98) (22}
Net cash generated from operating acuvities 1,190 1372 1,072 133/
Cash flow used in investing activibes
Furchase of property, plant and equiprment and intangible assets (1,073) {1434} {1,067 {1470}
Investment in subsidianes 17 (&) {9
Sale of property, plant and equipment and tntangkbie assews 36 e 36 104
Cash disposed aof on disposal of AGE 2
Loan made to refated party {292} {292)
Interest receved 23 2! 23 2/
Doidends receved 12 &
Other invesbing movemants ] 4 72 4
Decrease/(increase) in other current interest-bearnng deposits 650 (629) 650 (629}
Net cash used n iavesting activites (637} (1974} (585) (1974)
Cash flow from financing activitras
Proceeds from lang-term borrowings 459 1391 459 139/
Repayroents af barrowings 122y (17Q) (a6} {147}
Repayment of finance leases (470) (564} (458) {5803}
Dwidends pad {259) {253)
Loan recerved from related pary 29 29
Distribunions made 1o holders of perpetual secuniies {15} {18)
Nat cash flow from financing activities (378) &41 (335) &64
Net change in cash and cash equwvalents from conunuing operations 175 34 152 21
DISCONTINUED OPERATIONS
Net cash flow used 1n discontinued operations (12)
Net change In cash and cash equvalents 175 22 152 21
Nat foreign exchanga differences %)) 22 19 6
Cash and cash equivalents 2t | january 674 630 513 552
Cash and cash equivalents as at 31 December 20 848 674 790 617

At 31 December 2015 cash and cash equivatents includes £53 miffion of restncted cash in Nigena




Statements of changes in equity

For the year ended 31 December 2005

Group
Other Total Non-

Issued Share resarves shareholdars' controling Total
£ mulion capntal premium {note 30) *quIty ngerest aquIty
Balance at {1 January 2015 290 1512 98 1,900 200 2100
Profit for the year 2,493 2493 15 2,508
Other comprehensive income for the year 264 264 264
Total comprehensive income for the year 2757 2,757 1S 2,772
Distributzons made to holders of ardimary shares (260) (260) {260)
Cost of share-based payment {net of tax) 1 t 1
Distribynons made to holders of perpetal secunues {15) {i5)
As at 31 December 2015 290 1,512 2,596 4,398 200 4,598
For the year ended 31 December 2014 Group

Other Total Non-

Issued Share neserves shareholders controling Toral
£ mdbion capital PremenTt {note 30} equiry witeresr equily
Batance ar | January 2014 290 1512 453 2255 200 2458
Prafit for the year 686 686 Is 702
Other comprehensive ncome for the year (1042 {1042} (1042)
Total comprehensive income for the year £356) {356} H (3489
Cast of share-based payment (net of tax) ! ! !
Distnbuuons made to helders of perpetual secunues {76} {16}
As at 31 Decambar 2014 290 1512 98 1900 200 2100
For the year ended 3§ December 2015 Company

Other

Issued Share reserves Total
£ mikion capital premmm {note 30} equity
Batance at | January 2015 250 1,512 ) 4,795
Profit for tha year 2395 2,388
Other comprehensive meoma for the year 210 270
Total comprehensive meome for the year 2665 1,665
Dustribuuons made to holders of ordinary shares {260) (260)
Cost of share-based payment (net of tax) 1 \
As at 31 Decamber 2015 290 1,512 2,385 4,201
For the year ended 31 December 2014 Company

Other

Issued Share raserves Total
£ mulan cagital Premiu (nace 30) equity
Balance at | January 2014 250 1512 463 2265
Profit for the year 483 483
Onher comprehensive income for the year (954} (354)
Total comprehensive income for the year (471 474
Last af share-based payment (net of 1ax) ! ]
As at 31 December 2014 290 1512 (7 1795




1 Authorisation of financial statements and comphance with IFRSs

The Group's and Company's finanoal statements for the year ended 31 December 2015 were authonsed for issue by the Board of Directors on 26
February 2016 and the balance sheets were signed on the Board's behalf by Keith Willams and Nick Swift Bnush Awrways Plc i1s a public hrmited
company incorporated and domiciled in England and Wales.

The Group has prepared its consolidated financial statements in accardance with Internavonal Financial Reporung Standards (1FRSs'} as adopted by
the ELL |FRSs as adopted by the EU differ in certain respects from IFRSs as 1ssued by the Internauonal Accounung Standards Board {IASBEY.

References to 'IFRS hereafter should be conswued as references to IFRSs as adopted by the EU The pnncipal accounung policies adopted by the
Group and by the Company are set outin note 2

The Company has taken advantage of the exempuion provided under Secucn 408 of the Compames Act 2006 not to pubhsh its individua) income
statement and related notes.

2  Summary of significant accounting policies

Basis of preparation

The basis of preparation and accounung pohicies set out in this Report and Accounts have been prepared in accordance with the recognition and
measurement critena of IFRSs, which atso include International Accounting Standards (1ASs), as 1ssued by the IASB and with those of the Standing
Interpretations issued by the Internatronal Financial Reporung Interpretauons Commuteee (IFRICY) of the 1ASR

These finanoa statements have been prepared on a histoncal cost convenuon except for certan financia) assets and hizblities, including denvative
financial instruments and available-for-sale financiak assets, that are measured at fair value

The Group's and Company’s financeal statements are presented in pounds sterfing and all values are rounded to the nearest million pounds (£ million),
except where indicated otherwise

The Directors have considered the Group's business acuvites {(as set out on page 2) pnnopat nsks and uncertainties {as set out on pages 8 and 9), and
the Group's financial posivon mduding cash flows, lquidity pasitton and avarlable commutted fachiues. The Directors consider that the Group has

adequate resources to remain In operation for the foreseeable future and have therefore conunued o adopt the going concern basis in prepanng the
financial statements

Basis of consolidation

The Group financial statements (and throughour) include those of the Company and its subsidianes, each made up 10 31 December together with the
aunbutable share of results and reserves of assoniates, adjusted wheve appropnate 1o conform with the Group's accounung polities.

Subsidianes are all entives (including structured enuties) controlled by the Group Control exusts when the Group 1s exposed 1o, or has nghts to,
vanable returns from 1ts involvement with the enuty and has the ability to affect those returns through its power over the entty Subsidianes are fully
consolidated from the date on which control 1s transferred to the Group. They are deconsolidated From the date that control ceases

Al intragroup account balances, including intra-group profits, have been eliminated in prepanng the consolidated financial statements Non-controlling

Interests represent the portion of prefit orloss and net assets in subsidianes that are not held by the Group and are presented separately within gquity
in the consalidated balance sheet

fnterests in associates
An associate 15 an undertaking 1n which the Group has a long-term equity interest and over which 11 has the power to exercise significant inflvence The
Group's interest in the het assets of associates s mcluded 1n investment in associates in the consolidated balance sheet and 1ts interest in therr resulis 1s

included w the icome statement, batow operaung profic. The attnbutable results of those companies investad in of disposed of dunng the year are
included for the penod of ownership

In the Company balance sheet investments in assocrates are recognised at cost subject to impairment review

Revenue

Passenger and cargo revenue 1s recognised when the trarsportatran service 1s prowded Passenger uckets net of discounts are recorded as current
hiabikitres as deferred revenue on ucket sales unul the customer has flown Unused uckets are recogmised as revenue using estimates regarding the
urming of recogration based on the terms and condibons of the ticket and stausucal analysis of histoncal trends

Othar revenue including mammtenance, handling, hohday and commission revenues s recognised at the tme the senice 15 provided in accordance with
tha invonce or contract

Revenue recognition ~ customar toyalty programmes

The Group operated two pnncipal loyalty programmas for part of the year;, BA Execuuve Club and Avios These were disposed of outside the Group
on 28 January 2015 {see note 17 for further information} These pancipal customer loyalty programmes awarded travellers Avios ponts to redeem for
vanous rewards, pnmanly redemption travel, including feghts, hotels and car hure In accordance with IFRIC 13 'Customer loyalty programmes’, the fair

value atinbuted to the awarded Avios paints was deferred as a habidity and recogmsad as revenue on redempuon of the points and provision of service
10 the parucipants to whom the Avios points were 1ssued

il




2 Summary of sigmficant accounting policies continued

Revenue recognition — customer loyalty programmes continued

In addition, Avios poiats were sold to commercial partners to use in loyalty actviies The fair value of the Avios points sold was deferred and
recognised as revenue on redempuan of the Avios points by the parucipants to whom the Avios points were issued The cost of the redempuan of the
Avios potnts was recognised when the Avios points were redeemed

The Group esumated the fair value of Avios paints by reference 1o the farr value of the awards for which they cotdd be redeemed and was reduced ta
take 1nto account the proporuon of award credits that were not expected to be redeemed based on the results of stausucal modelling The fair value
of the Awvios pomnt reflectad the fair value of the range of available awards.

The Group also operates other smaller loyalty programmes for which the fair value of points are deferred as a habibty and recognised as revenue an
redempuon of the points and provision of services to members.

Segmental reporting

Operating segments are reported 1n a manner consisterk with the mtermal reporung prowided to the chief operating decision-maker The chief
operaung deciston-maker, who 1s responsible for resource allocauon and assessing performance of the operaung segments, has been identfied as the
Leadership Team. The Leadership Team 1s made up of the Execuuve Directors and other key management personnel and is responsible for the day-to-
day ruaning of the Group and discharging managenal responsibility

Intangible assets

Intangible assets are held at cost and are either amorused on a straight-ine basis over their economitc hfe, or they are deemed o have an indefinite
economic life and are not amorused, but tested annually for impairment.

The carrying value of intangibles 15 reviewed for impairment if events or changes m Circumstances indicate the carrying value may not be recoverable

a  Goodwill

Where the cost of a business cambinauon exceeds the fair value attnbutable to the net assets acquired, the resulung goodwill 1s caprtahised and tested
for impairment annually and whenever indicators exist that the carrying value may not be recoverable Any goodwill ansing on the 2cquision of equrty
accounted entities 15 inclieded within the cost of those entties. Where the net fair value of the denufiable assets and habilives of the acquiree is in
excess of the considerauon paid, a gain on bargain purchase s recognised immediately i the income statement

Goodwill 15 alfocated to cash-generating units for the purpose of impairment tesung.

b Landing rights

Landing nghts acquired from other airfines are capialised at cost on acquisiton {or far valug when acquired through a business combinauon)
Subsequently they are accountad for at cost less any accumulated impairment losses Capitalised landing rights based outside the EU are amorused on

a straight-ine basis over 3 penod not exceeding 20 years. Capstalised landing rights based within the ELt are not amerused, as regulations provide that
these landing nghts are perpetual.

¢ Software

The cost of purchase or development of computer software that 15 separable from an item of related hardware 1s capitalised and amorused over a
penod not exceeding five years on a straight-hne basis

d  Emessions allowances

Purchased emissions allowances are mitally recognised at cost and are not revalued or amorused but are tastad for ympairment whenaver indicators
exist that the carrying value may not be recoverable

Property, plant and equipment

Property, plant and equipmant 15 held a: cost The Group has a policy of not revaluing property, plant and equipment. Depreciation 15 calculated to
wiite off the cost less estimated residua! value on a straight-line basis, over the economic Iife of the asset Residual values, where applicable, are
reviewed annually agamnst prevaling market values for equivalently aged assets and deprecianon rates are adjusted accordingly on a prospective basis

The carrying value Is reviewed for Imparment when events or changes in circumstances indicate the cammying value may not be recoversble and the
cumulauve impairment losses are shown as a reducuon in the carrying value of property, plant 2nd equipmant

a  Capnahsation of mterest on progress payments

Interest attnbuted to progress payments, and related exchange movements on foreign cumrancy amounts, made on account of arcraft and other
qualifying assets under construcuon are capitahsed and added to the cost of the asset concerned

All other borrowing costs are recogmsed in the \ncome statementn the year in which they are incurred

b Fleet

All aircraft are stated at the far value of the consideranon given after taking account of manufaciurers' credits Fleet assets owned, or held on finance
lease, are depreciated at rates calculated to wnte down the cost to the esumated residual value over a depreciaion penod of between seven and 29
years. For engines maintained under ‘pay-as-you-go' contracts, the depreciaton lives and residual values are the samse as the arrcraft to which the
engines relate. For all other engines, the engine core 1s depreciated to its restdual value over the average remaining life of the related fleer

Cabin intenor modificavons, including those required for brand changes and relaunches, are depreciatad over the lowar of five years and the remaining
life of the arcraft
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2 Summary of significant accounting policies continued

Property, plant and equipment continued
b Fleetconunued

Aurcraft and engine spares acquired on the introduction or expansion of a fleet, as well as rotable spares purchased separately are camed as property,
plant and equpment and generaly depreciated n line with the fleet to which they retate

Major overhaul expenditure, including replacement spares and labour costs, is capitahised and amorused over the average expected life between maor
overhauls Major overhaul expenditure s depreciated over penods ranging from 26-78 months, accarding o the enpne type All other replacement

spares and other costs relaung to mantenance of fleet assets (iIncluding maintenance provided under ‘pay-as-you-go' contracts) are charged to the
Income statemert on consumpton of as incurred respectively

¢ Property and equipment

Prawision 1s made for the depreciation of all property and equipment, apart from freehold land, based upon expaected useful hives, or in the case of
leasehold properues aver the durabon of the leases If shorter, on a straightine basis Property, with the excepuon of freehold land, is depreciated over
1is expected useful Iife subject to 3 maximum of S0 years Equipment is depretiated over pencds ranging from four to 20 years

d Laased assets

Where assets are financed through finance leases, under which substantally 2ll the nsks and rewards of ownershrp are transferred to the Group, the
assets 2re treated as f they had been purchased outnght The amount included in the cost of property, plant and equipment represents the aggregate

of the capital elemenzs payable dunng the lease or hira purchase term The correspending obhgation, reduced by the appropnate proportion of lease or
hire purchase payments made, 1s included in borrowings

The amount included in the cost of property, plant and equipment 1s depreciated on the basis descnbed n the preceding paragraphs and the interest
element of lease or hire purchase payments made 1s inchuded i interest expense in the Income Statement.

Total mimmum payments, measured atincepuon, under all other lease arrangements, known as operaung leases, are charged to the income statement
i equal annual amounts over the penod of the lease In respact of arcrafi, certan operating lease arrangements allow the Group to terminate the
leases after a hmized smual penod, without further financial obligations In certain cases the Group 1s entitled to extend the iz lease penad on
pradatermined terms, such leases are descnbed as extendable operatng leases

Non-current assets held for sate

Non-current assets 2ra classified as held for sale when their carrying value 15 to be recovered pnnaipally through sile as opposed to continuing use. The
sale must be considered to be highly probable and to be achieved wathin twelve months Held for sale assets are camed at the dower of carrying value
and fair value less costs 1o sell Assets are not depreciated or amortised once classifted as held for sale

fnventories

Inventones, including arcraft expendables, are valued at the lower of cost and net rezhsable value, determined by the weighted average cost method
Inventones include mamnly aircraft spare parts, reparable aircraft engine parts and fual

Cash and cash equivalents

Cash and cash equivalents includes cash in hand and deposis with any qualifying financial institution repayable on demand or maturing within three
manths of the date of acquision and which are subject to an insigmificant nisk of change in value

Other current interest-bearing deposits

Other current interest-beanng deposits principally compnsing funds held with banks and other financial instirunions, are carned at amorused cost using
the effectve interest method

Trade and other recaivablas
Trade and other recervables are stated at cost less allowances made for doubtful recewables, which approximates fair value given the short-dated

nature of these assets A provision for impairment of recevables (allowance for doubtful receivables) 1s established when there 1s objecuve evidence
that the Group will not ba able to collect atl amounts due according to the onginal terms of the receivable.

Employee benefits

Employee benefits, including pensions and other post-reurement benefits {pnncipally post-retirement heafthcare benefits) are presented in these
finangial statements in accordance with LAS 19 ‘Employee Benefits'

a  Pension obhgations
The Group has both defined benefiz and defined contnbuuon plans A defined conenbution plan i1s a pension plan under which the Group pays fixed

contnbuuons into a separate enuty The Group has no lagal or constructve obligations to pay further contnbuuans if the fund does not hold sufficient
assets 1o pay #l empioyees the benefits relaung to employee service in the current and pnor periods

The Group's nat obligation in respect of defined benefit pension plans is calculated separately for each plan by estmaung the 2mount of future benefit
that employees have eamed i retum for their service in the current and pnor penods, that benefit 1s discounted to determine its present value and the
fair value of any plan assets are deducted The discount rate 1s the yield at the balance sheet date on AA-rate corporate bonds of the appropnate
currency that have durations approximating those of the Group's obligations The calculaton s performed by a qualified actuary using the projected
unit credit method When the net obligavon calculauon results 1n an asset to the Group, recogniuon of an asset s imited to the present valua of any
future refunds from the plan or reductions in future contnbuuons o the plan (the asset ceding’) The cost of admunistenng the Group's defined benefit

penzsion plans s prevdad for when the services are received, whilst the cost of managing the plan investments 15 veated as pan of the rewrn on plan
assets
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2 Summary of sigmificant accounting policies continued

Employee benefits conunued
a  Pension obligations continued
The fair value of scheme assets 1s based on market price information and, In the case of quoted secunties, 1s the published bid pnce. The farr value of

mnsurance pohicies which exactly match the amount and timing of some or all benefits payable under the scheme are deemed to be the prasent value of
the related obliganons Longevity swaps are measured at their fair value

Current service costs are recognised within operating expenses in the penod in which they anse Past serice costs are recognised at the earlier of the
plan amendment or curtalment occumng and when the Group recognises the related restructuning costs or termination benefits The net interest 15
calculated by applving the discount rate used to measure the defined benefit obligat:on at the beginning of the penod to the net defined benefit hability
or asset, takiag inko account any changes 1n the net defined benefit habihty or asset dunng the period as a result of contnbuuons and benefit payments
Net interest and other expenses related to the defined benefit plans are recogrised in the income statement Re-measurements, compnsing of
actuanal gans and losses, the effect of the asset celing (excluding interest} and the return on plan assets (excluding wnterest), are recognised
immediately in the statement of other comprehensive income Re-measurements are not reclassified to profit orloss in subsequent penods

b Terminatien benefits
Termmnation benefits are payable when employment i1s terminated by the Group befare the normal reurement date, or whenever an employee accepts
voluntary redundancy 1n exchange for these benefits The Group recognises termination benefits when it 1s demonstrably commutted to ether

terminaung the employment of current employees according to a detailed forma plan without realisuc possibiity of withdrawal, or prowiding
terminauon benefits as a result of an offer made 1o encourage voluntary redundancy

Other employee benefits are recognised when there 1s deemed 1o be a present obligation.

Share-based payments

The Group has a number of equity-settled share-based employee incentive plans in which the Group's employees parucipate Pnor to the merger with
Ibena, the awards were made under schemes operated by the Company and represented nghts aver 115 ordinary shares These awards rolled over Into
awards in respect of shares in IAG at the merger Subsequent to the merger, awards are made under schemes operated by IAG and represent nghts
aver 1ts ordinary shares The cost of these awards 1s recharged from IAG to the Group 2nd recogmsed in intercompany payables to IAG

Taxation

Current tax assets and habibites are measured at the amount expected to be recovered from or paid to the taxauon authonues, based on tax rates and
laws that are enacted or substaatively enacted ai the balance sheet date.

Deferred income tax s recogmsed on all temporary differences ansing between the tax bases of assets and habihties and their carnang amounts in the
financial staterments, with the following excepuons:

»  Where the temporary difference anses from the inital recogniuon of goodwill or of an asset or iiabdity 1n a3 transaction that 1s not 2 business
combination that at the tme of the transacton affects neither accounting nor taxable profit or loss,

+  In respect of taxable temporary differences associated with investments in subsidianes or associates, whare the uming of the reversal of the
tamporary differences can be controlled and st 1s probable that the temporary differences will not reverse in the foreseeabla future and

»  Deferred income tax assets are recognised only to the extent that it 1s probable that taxable profit will be availzable against which the
deductble temporery differences, carned forward tax credits or tax losses can be utihsed

Deferred income tax assets and habilines are measured on an undiscounted basis at the tax rates that are expected to apply when the related asset s
realised or liabity 15 settfed, based on tax rates and laws enacted or substantively enacted at the balance sheet date

Income tax 1s charged or credited directly to equity if it relates to items that are credited or charged to equity Otherwise income tax 15 recognised in
the income statement.

Provisions

Prowistons are made when an obligavon exists for a future %ability in respect of a past event and where the amount of the obligauon can be rehably
esumated Restructunng prowisions are made for direct expenditures of a business rearganisation where the plans are sufficendy detaled and well
advanced and where 2ppropnate communication to those affectad has beea undertaken at the balance sheat date If the effect 1s matenal, expected
future cash flows are discounted using a rate that reflects, where appropnate, the risks specific to the prowsion Where discounting 1s used, the increase
in the provision due to unwinding the discount s recagmised as a finance cost

Foreign currency translaticn

Transactions in foreign currencies are imually recorded 1n the Group's functuiona! currency, sterling by applying the spot exchange rate ruling at the
date of the transaction. Monetary foreign currency balances are translated into sterfing at the rates rshing at the balance sheet date All other profits or
losses ansing on translation are dealt with through the income statement except where hadge accounung s applied
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2  Summary of significant accounting policies continued

Foreign currency translation continued
The net assets of foreign operauons ere translated into sterling at the rate of exchange rubng at the balance sheet date Profits and losses of such
operations are translated into stering at average rates of exchange dunng the year The resulung exchange differences are taken directly to a separate

companent of equity until all or part of the nterest s sold, when the relevant poruon of the cumulatve exchange ts recogmised 1n the Income
statement.

Financial instruments

In accordance with AS 39 'Financial Instruments - Recogrimon and Measurement’, financial instruments are recarded imteally ar far value. Subsequent
remeasurement of those instruments at the balance sheet date reflects the designation of the finanoal instrument The Group determines the

classficauon at iuual recogniuon and re-evaluates this designaton at each penod-end, except for those financal instruments measured at far value
through the income statement.

2 Loans and recervables

Loans and receivables are non-denvatve financial assets with fixed or deterrmnable payments that are not quoted 1n the active markat Such assets are

carned at amorused cost using the effecuve mterest method if the ume value of money ts insignificant This category of financial assets includes trade
and other recevables.

b Avallable-for-sale financial assets

Other equity investments (other than interests 1n associates) classified as avallable-for-sale financial assets are those that are neither classified as held
for trading nor designated at fair value through profit or loss, and are recorded at fair value Any change in the fair value is reported in equity unul the
invesiment 1s sofd, when the cumulauve armount Fecogrsed i equty 15 recognised in the iIncome statement in the ¢ase of equity secunues dlasafied as
avalable-for-sale investmenis, a significant or prolonged decline 1n the fair value of the secunty below 115 cost 1s considered 25 an indicator that the

secunty 1s impared If any such ewidence exists for avalable-for-sale financial assets, the cumulative loss prewviously reporied tn equity is included in the
Income statement

The farr value of quoted 1nvestments 15 determined by reference to published tid prces at the close of business on the balance sheet date Where

there 1s no actuve market, Fair value 15 deterrmined using valuaton techniques Where fair value cannot be reliably estmated assets are carned at cost
(disclosed in note 27b)

¢ Denvatives
Dernivative financial instruments, compnsing foreign exchange denvauves and fuel hedging denvauves {including opuons, swaps and futures), are
measured at fair value on the Group balance sheet. The treatment of gans and losses arising from revaluauon 1s descrbed below 1n the accounting

palicy for cash flow hedges The gains or losses related to denvauves not used as effectve hedging instruments are recognised 1n the income
statement

d  Fiancial habilities measuyred at amartised cost

Long-term borrowings are recorded at amorused cost Certain leases contain interest rate swaps that are closely related to the uaderlying financng
and, as such, are not accounted for as an embedded denvatuve

Cash flow hedges

Changes in the fair value of denvative financial insirumenis are reported through eperaung income or finanaing according to the nature of the
instrument, unless the denvative finanoal instrument has been designated as a hedge of & highly probable expected future cash flow Gains and losses
on denvatve financial instruments designated as cash Aow hedges and assessed as effective for the penod are taken to equity Gains and losses taken
to equsty are reflected in the income statement when esther the hedged cash Row impacts income or the hedged item 15 no longer expected to occur

Certain loan repayment instalments denominated in US dollars, euro, Chinese yuan and Japanese yen are designated as cash flow hedges of highly
probable future foreign currency revenues Exchanga differences ansing from the transtauon of these loan repayment instalments are taken to equity in

accordance with |AS 35 requirements and subsequently reflected in the income statement when esther the future revesue impacts mcome or iLs
occurrence 1s no longer expected to occur

Imparrment of financial assets

The Group assesses at each balance sheet date whether a finanaa! asser or group of finzncial assets 15 impared A financial assat 15 considered impared
if objacuve evidence indicates that one or more events that have cccurred since the imual recognition of the asset have had a negauve impact on the
esumated future cash flows of that asset

An impairment loss tn respect of a financial asset carned at amorused cost 15 calculated as the difference between s carying amount and the presant
value of the esumated future cash lows discounted at the asset’s onginal effecuve interesi rate

Derecognition of financial sssets and labilities

A financial asset or lability s generally deracognised when the centract that gives nse (o 1t has been settled, sold, cancefled or has expied

Where an exisung financial hability 1s replaced by another from the same lender on substanually different terms, or the terms of an existing habihty are
substanually modified such an exchange or modification 1s treated as a derecogmuon of the onginal hability and the recogmiuon of a new labihity, such
that the difference in the respective carrying amaounts are recognised in the income statement.
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2  Summary of significant accounting polices continued

Exceptional items
Excepuonal items (disclased i note 5) are those that in management's view need to be disclosed by wirtue of therr size or intidence

Criucal accounting esumates and judgements

The preparauon of financial statements requires management to make judgements, esumates and assumpuons that affect the application of policies
and reportied amounts of assets and labthues, income and expenses These esumates and associated assumptions are based on histancal expenence
and vanous other factors beheved to be reasonable under the circumstances Acwual results 1n the future may differ from esbmates upon which
financial information has been prepared These underlying assumpuons are reviewed on an ongoing basis, Revisions to accountmg esumates are
recognised in the penod in which the esumate s revised If the revision affects only that penod, or in the penod of the revision and future penods if

these are also affected The esumaies and assumpuons that affect the current year ar have a significant nsk of causing a material adjustment within the
naxt financi year are discussed below

3  Imparrment of non-financial assets

The Group assesses whether there are any indicators of impairment for all non-financial assets at each reporung date Goodwill and intangible assets
with indefinite economic lives are tested for impairment annually and at other tmes when such indicators exist The recoverable amaunt of cash-
generating units have been determimed based on value-in-use calculations These calculations require the use of esumates as disclosed m note 16

Other non-financial assets are tested for impairment when there are indicators that the carrying amounts may not be recoverable

b Pensions and other post-retirement benefits

The cost of defined benefit pension plans and other post-employment medical benefits 15 determined using actuanal valuatons. The actuanal valuation
involves making assumptions about discount rates, expected rates of return on assets, future salary increases, mortality rates and future pension
increases Due to the tong-term nature of these schemes, such esumates are subject to significant uncertainty These assumptions are based on each

schemes specific factors and are reviewed by management at the end of each year Any difference between thase assumptions and the actual outcome
will impact future net assets and net income The assumptans as of 31 December 2015 are set cut in note 31

¢ imparrment of available~for-sale financral assets

The Group classifies certain financal assets as avalable-for-sate and recognises movements in their fair value In aquity When the fair value declines,

management makes assumptions about the decline in value, whether it 1s sigeuficant or prolonged, to determine whether 1t1s an impairment that should
be recogmsed in the income statement The assumpuons as of 31 December 20615 are set outin note 16

d Invastmentn associates

The Group owns 1355 per cent of the equity of 18 OpCo Hotding SL {“Ibena”) and 86 26 per cent of the equity of Avios Group {AGL) Limited ("AGL')
BA uses the equity method of accounung for its investments in these entities because under IFRS it1s considered to have signsficant influence but not
control Sigaificant influence 15 defined as the power to participata in the financial and operating policy decisions of the nvestee buts not control or
Jont control BA has significant influence over (bena due to its representation on the IAG Management Committee, the management committes of

Ibena's ulumate parart company BA has significant influence over AGL due to representation an the AGL board as provided for by the governance
agreement, but not control as BA no longer has the power to direct the acuvines of AGL.

e Passenger revenue recogmition

Passenger ravenue 1s recognised when the transportatcn service s provided  Ticket sales that are not expected to be used for transportation {unused

tickats} are recognised as revenue using estimates regarding the unung of recogninon based on the terms and condmions of the tcket and mstonca!
trends

In respect of customer loyalty programmes, the far value attnbuted to awarded points 15 deferred as a abiity and is racognised as revenue on
redampuon of the points and provision of service to the parucipants to whom the pornts are issued The farr value of the award credits 1s estimated by
referance to the fair value of the awards for which the points could be redeemed and is reduced to take into account the praporbon of award credits
that are not expected to be redeemed by customers The Group exercrses its judgement in determining the assumpuons to be adopted tn respect of

the number of points not expected to be redeemed through the use of stanstical modelling and histonca trends and in determining the mex and Fair
vatue of tha award credits.

f  Income taxes

The Group is subject to income taxes in numerous junsdicuons Significant judgement i1s required 1n determining the worldwide provesion for income
taxes. There are many transactions and calculations far which the ulumate tax determinzuon 15 uncertain The Group recogmses habilities for
anticspated tax audit 1ssues based on estimates of whether addiuonal taxes will be due Where the final 1ax outcome of thase matters 1s different from
the amounts that were iniually recorded, such differences will impacs the current and deferred income tax assets and abiliiies in the penod wm which
such determinauon s made The assumptions as of 31 December 2015 are set outin note 10

g Residual values and usaful hves of assets

The Group exercises Judgement to determine useful hives and residual values of property, plant and equpment. The assets are dapreciated to their
residual values over ther esumated useful lives.




2 Summary of significant accounting policias continued

Cnucal accounting estimates and judgements contnued

h  Lease classification

A lease 1s classified as a finance lease when substantally all the nsk and rewards of ownership are transferred 1o the Group In datermining the
appropnate classificavon, the substance of the transacuon rather than the legal form s considered  Factors considered include byt are not hmited to
the following whether the lease transfers ownership of the asset to the lessee by the end of the lease term, the lessee has the option to purchase the
asset at the price that 15 sufficiently lower than the fair value on exercse date, the lease term 15 for the major part of the economic life of the asset and
the present value of the minimum lease payments amounts to at least substanually 2ll of the far value of the leased asset

1 Engmmeenng and other aircraft costs
The Group has 3 number of maimenance contracts with service providers Lo repair or repiate engine parts These agresments are complex and the

Group exercises judgement in determimuiag the assumprions used o match the consumption of replacement spares and other costs assocated with
fleet maintenance with the appropnate income statement charge

Impact of new International Financial Reporting Standards
The Group has adopted the following interpretation for the first ume in the financial year beginming 1 January 2015

a  IFRIC 21 Levies

IFRIC 21 clanfies that an enuty recogmses a l:ability for a levy when the acuvity that tnggers payment, as identified by the relevant fegislaton occurs
For a levy that 1s tnggered upon reaching & minimum threshold, the interpretavion clanfies that no habicy should be antcipated before the specified
minimum threshold 15 reached This interpratanon has no impact on the Group as 1t has applied the recognition pnnciples under 1AS 37 Prowvisions,
Conungent Lsabihities and Conungent Assets’ consistent with the requirements of [FRIC 2110 pner years

Orher standards, amendments and interpretations which are effecuve for the financial year beginming on 1 Janisary 2015 are not matenal to the Group

3 New standards, amendments and interpretations not yet effective

The 1ASB and IFRIC 1ssued the following standards, amendments and interpretatians with an effective date after the year end of these financial

statements which management believe could impact the Group in future pencds Untess otherwise siated, the Group plans to adopt the following
standards, interpretauons and amendments

IFRS 9 ‘Financial instruments (not yet endorsed by the EU), effective for periods beginming on ar after january ¥, 2018 The standard removes the
multiple dassificaion and measuremant madels for financal assets required by IAS 39 and wuwroduces a madel that has anly twe classficaton
categones. amortised cost and far value Classificanon is dnven by the business modael for managing the financial assets and the contractual cash flow
charactenstics of the financial assets The accounung and presentation for financiat liabilines and for derecognising finanaial instruments is relacated
from [AS 3% without any significant changes IFRS 9 (2010) introduces addiuonal changas relaung 1o financial hizblites IFRS 9 adds new requirements
to address the impairment of financial assets and hedge accounung The Group 1s currently assessing the impact of the new standard

IFRS 15 *Revenue from contracts with customers’ {not yet endorsad by the EU), effecuve for penods beginning on or after January |, 2018 The standard
establishes a new five-step model that will apply to revenue ansing from contracts with custorners Ravenue s recognised at an amount that reflects
the considerauon to which an entity expects to be entiled n exchange for those goods or services The prnciples in IFRS 15 provide a more
structured approach to measunng and recognising revenue This s 3 converged standard on revenue recogmtion which replaces |AS 18 'Revenue’, IAS
11 'Construction contracts’ and related interpretauons The Group 15 currently assessing the umpact of the new standard

IFRS 16 'Leases’ (not yet endorsed by the EU), effecuve for penods beginning on or after January 1 2019 Under IFRS 16, a contract 1s, or contains, a
lease if the contract conveys the right 1o control the use of an denufied asset for 2 penod of ime 1n exchange for cansideraton The new standard
ehminates the classficavon of leases 2s either operaung leases or finance \eases and nstead Inroduces a sngle lessee accounting model. Appiying this
model, lessees are required 1o recognise 3 lease hability reflecting the obligation to make future lease payrments and a ‘nght-of-use’ asset for virrually all

lease contracts. IFRS 16 includes an optional exemption for certain short-term leases and leases of low-value assets. The Group 1s currently assessing
the impact of the new standard

1A5 19 (Amendment) 'Employee benefits, effecuve for penods beginming on or after February 1, 2015 m the European Umon. The amendment apphes
to contnbuuons from employees or third parues to defined benefit plans and clanfies the treatment of such coninbuticns The amendment
distinguishes between contnbutions that are linked to service only In the penod n which they anse and those hinked to service in more than one penad
The objecuve of the amendment ss to stmplify the accounung for contrbutions that are independent of the number of years of employee service, for
example employee cantributians that are calcutated according to 2 fixed percentage of salary Enuues with plans that require conthbutions that vary
wrth service will be required to recognise the benefit of those contribuvons over employee’s working lives. It 15 anpcipated that the apphcation of this
amendment will have no significant impact oa the Group's net profit or net assets

There are no other standards, amendments or interpretations 1 issue but not yet adopted that the Directors anucipate will have a matenal effect on
the reportad income, nat assets or disclosures of the Group

The Group has nat early adopted any standard, amendment ar interpretation that has been (ssued but 15 not yet effecuve

ris




4  Segment information

a Business segments

The Group's netwark passenger and cargo operauons are managed as a single business unit The Leadership Team makes resource allocaton deasions
based on route profitability, which considers aircraft type and route econamucs, based pnmanly by reference to passenger econamics with kmited
reference to cargo demand The objecuve in making resource allocauon decisions is to ¢pumise consolidated financial results While the operatians of
certan subsidianes are considered to be separate operatng segments, ther actvites are considered to be sufficienty simular in nature to aggregate all
segments The pnmary financial information reviewed by the Leadership Team is based on the consolidated results of the Group Based on the way the
Group manages 1ts operating business, and the manner in which resource allocauon decisions are made, the Group has only one reportable segment for
financial reparting purposes, being the consohdated results of the Group's airine operauons,

b Geographical analysts - by area of original sale

Group
£ miien 2015 2014
UK 5,498 5492
usA 2,165 2137
Rest of the world 3,670 4095
Revenue 1,333 Hzg

The total of nos-current assets excluding avadable-for-sale financial assets, employee benefit assets, other non-current assets and denvative financial

instruments located in the LK s £10,718 milikon {2014 EZ,897 melhion) and the total of these non-current assets located 1n other countres ts £162
milhon (2014 £123 millian)

S Exceptional items

Excepuonal items are those that in management s view need to be disclosed by virtue of their size or incidence The following items are deemed ta be
exceptionak

Group
E midlicn 2015 2014
Settlement of hugation proAsons {25}
Exceptional items {25}
The axcepuonal item noted above relate to the following consalidated income statermnent category
Group
£ million 2015 2074
Accommedanan, ground equipment and IT costs {28)
Exceptionsl tems (25}

The htigauon provision represents the conunuauon of the cral claims brought aganst BA s 2006 This provision represents a setded case against the

Company i the carge clam, for a total of £25 mulhon. The final amount required to pay the remaining claims detailed 1n note 32 1s subject to significant
uncertainty
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6  Expenses by nature
Operating profit 15 arrived at afeer charging

Deprecaton amorusaton and imparment of non-curient 2ssews

Group
£ mdton 2015 2014
Owned assets St4 587
Finance leased arcrah 183 152
Other teasehold interests n 46
Impamrment charge on property, plamt and equipment 4
Amaortisation of intangible assets 22 12
Depreciztion, amortisation and Impairment 761 831
Operaung Jease tosts
Group
£ mihon 2015 2014
Mintmurmn lease rentals - zircraft 13 80
- property and equipment 94 100
Propeny and equipment sub-leasa rentals recerved {18) (18}
Operating leasa costs 189 162
Cost of inventories
Group
£ milon 2015 2014
Cost of inventories recogmsed as an expensa, mainiy fusl 2,563 3310
7  Auditor's remuneration
Group
£ 000 2015 2014
Fees payadle to the Group s auditor far the audit of the Group s accounts 1,514 1523
Fees payable 1o the Group s auditor and its associaras for other services
Audit of the Group s subsidianies pursulant to fegislanon - UK 186 23!
Audit of the Group s subsidiares pursulant to legisfation - Worldwide 109 4
Oreher services pusuant w legistauon 269 212
Other services relatng to taxation 46 &0
Orher assurance seraces 53 69
Fees payable 1o the Group s auditor for the audit of the Group £ pension schemes 15 LJ
Other sernvces relaung te pension schemes 97
2,289 2238

The audit fees payable to Ernst & Young LLP are approved by the BA Board having been reviewed in the context of other companies for cast
effectiveness The Board also reviews and approves tha nawre and extent of non-audt services to ensure that independence 1s maintained

Remuneraton receivable by the Company's auditors for the supply of other sarvices to the Company 1s not presented separately as this mformanon s
included in the Group auditors' remuneration
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8 Employee costs and numbers
a Employee costs

The average number of persens employed dunng the year was as follows

Group Company

Nurmber 2015 2014 2015 2004
UKk 38,795 JE085 36,989 35594
Overseas 4,754 5035 3,723 4174
43550 43120 40,712 35,858

E milion 2015 2014 2015 2014
Wages and salanes 1.626 1601 1,544 1439
Secial security costs 173 78 163 165
Costs refated to peasion scheme benefits (note 31) 245 215 242 210
Cther employee costs 422 427 41 409
Total employes costs excludng restruciurng 2,466 2422 2,360 2283
Restructuring 2 39 27 39
Total omployee costs 2,493 2467 2,387 2322

{ncluded in'wages and salanes' s a total expense for share-based paymants of £10 milion (2014 £11 million) that anses from transactions accounted for
as equity-settled share-based payment transactions (see note 29)

Other employee costs include allowances and accommeodation for crew

b Directors’ emoluments

Group
£ milfion 2015 2014
Burectors remunerauon 7 7

During the year, two Drrectors (2014 two) of the Company were employed and remunerated by IAG

The aggregate emoluments for the highest paid Director were borne by IAG  The highest paid Director’s aggregate emoluments for the year
amounted to £4,024,000 (2014 £3,886,000} ang contnbutions to the Company's defined benefit scheme amounted o £ril (2014 Enil) The value of
the zcerued benefits in respect of his pension scheme at 3t December 2015 amounted to £3,773,000 (2014 £3,375,000)

During the year no Directors {2014 none) accrued benefits under a defined benefit pension scheme and wwo Directors {2014 three) accrued benefits
under a defined contribution pension scheme Pension contributions for the year totalled less than £1 million which are tnchuded in the table above

Six Directors (2014 six) parucpated i JAG's Long Term Incentive Schemes and dunng the year ail six Directors exercised thetr awards (2014 six) In
addition, one Director (2014 two) exarcrsed their nghts under the Bnush Asrways Share Opuion Plans

4 Remuneration of key management personnel

Compensation of key management personnel {which includes the Directors and Leadership Team of the Group but excludes the aggregate
emolumants of the highest paid director)

Group and Company

£ mflon 2015 2014
Shorr-tarm employee banefits 8 &
Share-based payments 3

At 31 Decamber )] 2
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9 Finance costs and income

a Finance costs
Group
£ milllon 2015 2014
On bank loans (16} 20}
On finance leases 92) &y
On ather lgans {39y 149}
interest expanse (147} (L]
Unwinding of discounting on pravisions {note 25) {2) 3
Capitalised interest’ 1 2
Change m farr value of cross currency swaps 1 I
Finance costs (147 f141)
! Interest costs on progress payments ase czpitalised at a rate based on the Lendon Interbank Offered Rate {LIBOR) plus the 3.0 specific to the bortawings
b Finance iIncome
Group
E metlion 2015 2014
Bank interest recervable (rotal interast mcome for financial assets not at Fair value through the income statement) 24 7
10 Tax
a Tax on profit on ordinary activities
Tax charge in the iIncome statement
Group
£ mdion 2015 2014
Current income tax
UK corporation tax 191 108
Qverseas tax !
Current rax adjustments in respect of pnor yaars « UK corporation 1ax 4 15
Curtant tax adjustmaents i raspact of prnor years - overseas {ax 1
Total current incame tax charge 195 25
Deferrad tax arging on differences between the accountmng and tax treatment of
Property plant and equpment 2 9
Employee defined banefit plans (3) 2}
Advance corporation tax 80
Tax losses utihsed 19 7
Foregn exchange (13) 2
Fueivolatlity (13)
Employee related provisions ()]
Adjustments i respect af prior years (13) (29)
Effect of tax rate changes (59) !
Other items 4 (&)
Total deferred tax (credit)/charge {76) 32
Total charge :n the Income statement 120 157
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10 Tax continued

a Tax on profit on ordinary activities contneed

Tax charge/(credn) in other comprehensive income or directly in equity Group
Emflicn 2015 2014
Current tax refatad to items credited to statement of other comprehensive incoma

Employee defined benelit plans (55} r54)
Current tax related to items credited {o statement of changes m equity

Share-based payments in 1ssue [3] (<))
Deferred tax relatung to items charged/{credited) to statement of other comprehensive incema

Employee defined benefit plans 92 {90}
Foreign exchange ) 7]
Net change on farr vatue cash flow hedges 45 {176)
Effect of tax rate changes' 9
Deferrad tax relating to items credited to statement of changes in equity

Share-based payments in 1ssue 2

Total tax charge/(credit) relaung to rtems raparted m other comprehensive mcome or directly in equity 76 (323}

'In 2015 the effect of tax rate changes on 1rems that will no1 be re-classified to the income statement was Enl (2014 E6 midlion charge) and the effect on items that may be

re-classfied to the income statement was Eail (2014 £13 mithion charge)

b Reconcahation of the total tax charge

Group

£ nihon 2015 2014
Profit before tax from conunwing operatons 2,628 852
Accounung profit muluphed by standard rate of corporaten tax in the UK of 2025 per cent (2014 215 per cent) 532 125
Effacts of

Tax on assocates profits and dnndends (30) =

Non taxable dwsdends 1))

Euro preferred secunties 2ccounted for as non-controling iIncerests 9N gt

Current year tosses not recognised 1 !

Non-geducuble expenses 3

Gain on disposal of AGL [} 1)]

Pension fund accounung (6} {4}

Disposal and write down of investmen.s 2

Adjustments 1n respact of prior years (8) {13)

tmpact of changes in substanively enacted tax rates {59) !

Other non-deductible expenses 2 2
Tax charge in the tncome statement 120 157
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10 Tax continued

< Deferred tax provision

The deferred tax habihity included in the balance sheet as a resubt of differences batween the accounting and tax treatment is as follows

Group Company
£ mslron 2015 2014 2015 2014
Property plant and equpment §19 855 510 543
Employee defined benefit plans [{lvr)) {195) (o {190}
Exchange differences on fundng babiites {5) 6 2 10
Tax losses carned forward (68) (66} (68) (65)
Fair value losses recognised on cash llow hedges (123} {155) {123) (159)
Share-based payments n L] ™ [
Hedging neffectiveness on open fuel contracts (14} [t (14) f
Other itams {13 {15) {6} 3
As at 31 Dacamber 182 222 193 126
Movement tn provision
Group Company
E mifion 2015 2014 2015 2014
Balance ax 1 Jarwary 22 444 120 327
Deferred tax (credi)/charge relating to sncome staternent o 32 {64) 45
Deferrad tax charge/(credit} taken ta statement of other comprehansva tncame 134 {254} 135 (253)
Deferred tax charge taken to statement of changes in equity 2 2 !
Transfer on de-consoldation of subsidiary 1
As at 31 Decamber 282 222 193 120

d Other taxes

The Group also contnbuted tax revenues through payment of transacuon and payrolt related taxes. A breakdown of these other taxes paid 1s as

follows

Group
E miion 2015 2014
UK Air Passenger Duty 643 645
Other ncket 1axes 385 371
Payroll related taxes 173 178
Total 1.207 hios

The UK Government announced the following changes that impact the amount of UK Asr Passenger Duty paid. As of 1 Aprd 2015, the number of UK
Aur Passenger Duty destiration bands was reduced from four to two Child exemption from Arr Passenger Duty was extended to mciude children
under the age of 12 ravelling i the lowest class of travel from 1 May 2015, and from 1 March 2016 the exempuon will be extended 1o include children

under 16 on the date of the Might, in the lowest class of travel

in line with the rate of inflation, Band B increased by £2 and £4 for reduced and standard rate APD respectively with effect from 1 April 2615
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10 Tax continued

e Factors that may affect future tax charges

Group
E mibon 2015 2004
Unrecognisad deferred tax assets
Overseas corporate ncome tax kosses as therr ruhsavon s not currenty antcspated 12 16
The {oltowing unrecognised losses are unlikely 1o be used n the foresaeable future in the ordinary course of business cperations
Capnat lesses ansing after the change in ownership of the Group in 2011 7 7
Captal losses 2nsing on the disposal of properues that were histoncally eligible for Industnal Buldings Allowances’ 250 255
Net unrecognised deferred tax assat
Capnallosses ansing before the change in ownership of the Group in 2018 74 00

‘Assumes propertres will be realised at thew residual values
TAvailable for offset agamst certam futtre chargeable gams subjact 1o the tax lepisiaton in relation o pre-entry losses
*The future capital gains would be offset against the capial Tosses ansing before the change 1n ownersiip of the Group in 2001

Further reductions in the UK corporation tax rate were substantively enacted in the year The main rate of corporation tax was reduced from 20% to
19% effective from 1 Apn! 2017 and from 19% to 18% effecuve from 1 Apri 2020 The provisien for deferred tax on temporary differences as at 31
December 2015 was calculated at the rate applicable to the year in which the temporary differences are expected to reverse and the tmpact 1s shown

it note 10a.

11 Dwmidends

Company
£ mulion 2015 2014
Fwst menm dwvidend for 2015
Al Ordinary shases £208 92 per share (2014 m) 187
Al Ordmary shares £208 92 per share (2014 nf) ri]
B Ordtnary shares £ per share (2044 nil)! i
C Ordinary shares £208 92 per share (2014 nif} 3
Second interen dvidend for 2015
Al Qrdinary shares £67 48 per share {2014 nd) 16
A2 Crdinary shares E1748 per share (2014 nuf) 2
C Ordmary shares £17 48 per share (2014 nil} 2

260

! Brvidends declared in respect of the B class ardinary shares remained pavable at 31 December 7015




12 Property, plant and equipment

a Group
Group

£ miflicn Fleet Property Equipment Toul
Cost
Balance at 1 January 2014 13570 1515 823 16308
Additons 1304 47 73 1424
Disposals (456} 2 3 (461}
Reclassificauons El 3
Balance as az 31 Decemnber 2014 4821 1560 893 17274
Addihions 920 38 48 1,006
Disposabs {735) U] (29} (765)
Redlassifications (134) (134)
As at 3 Decamber 2015 14,872 1,597 912 17,381
Dapreciation and impairmant
Balance a1 | January 2014 754 699 608 &42i
Charge for the year 730 54 EL) 8i8
Disposals (353) I 2 (356)
Balance as at 31 December 2014 789! 752 &4l 9284
Charge for the year 654 43 33 735
Dispasals (666) (19) (685)
Reclassifications 73) ()]
As at 31 Decembar 2015 7,806 795 650 9,261
Nat bock amounts
31 December 2015 7.066 [-{¢¥] 52 8,120
31 December 2014 6,930 808 252 7,990
Analysis as at 31 December 2015
Owned 3065 768 183 4017
Finance leased 3853 6 3359
Pragrass payments 147 34 63 2144

1.066 802 252 8120
Analysis as at 31 Dacember 2014
Qwned 3148 7432 159 4050
Finance leased 3664 E 3672
Prograss paymaents e 65 85 268

6930 808 252 73390

Group

£ mdlon 2015 2014
Thae net book amount of praparty comprises
Freehold 249 248
Long-leasehold improvements 282 252
Shortdeasehold mprovements’ m 278
As 3t 31 December 802 808

' Short-leasehold smproverments relzte to leasehald mnterests with a duration of less than 50 years

At 31 December 2015, bank and other loans of the Group are secured on fleet assets with a cost of £1,069 mikon (2014 £920 mdhon) and fetters of
cradit of £230 midlion i favour of the Briish Airways Pension Trustees are secured on certain aircraft (2014 £230 mulion)
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12 Property, plant and equipment continued

b Company ’
Company
E midon Fleet Prapeity Equipment Total
Cost
Balance at 1 January 2014 1i4n 1428 770 15509
Addtions 1283 46 &7 1396
Dsposats f454) 2 [ (457)
Recdlassificauons 3 k)
Balance as at 21 December 2014 14243 14722 835 16,55
Adduons 9 I 44 1,001
Dispasals {735) m {6) {742)
Reclassfications {t34) (134)
As at 31 Dacember 2015 14,294 1,508 ar4 16,676
Depreciation and imparrmant
Balance at | January 2014 7248 652 577 8474
Charge for the year 202 52 29 783
Disposals (350} 1] ] (352)
Balance as at 31 Decermnber 2014 7587 703 605 8905
Charge for the year 623 40 36 699
Disposals {666) (3] (672)
Aedassificatons (73) (73}
As at 31 December 2015 7.481 743 635 B,B59
Net baok amounts
31 December 2015 6,813 765 239 1.817
31 December 2014 6546 769 231 7645
Analysis as at 31 December 2015
Owned 2824 73 170 3725
Finance leased 3842 6 348
Progress payments 147 34 63 244
6813 765 239 7,817
Analyus as at 31 December 2014
Owned 2878 704 138 3720
Finance leased 2650 g 3658
Progress payments Hna 65 85 268
6,646 768 231 7,645
Company
E million 2015 2014
Tha net ook amount of property comprises
Fraehold nm 209
Long-easehald impravements 82 252
Sher-leaseheld impravements’ m 278
As at 31 December 165 789

! Short-leasehold impravements relate 1o leasehold interests wath a duration of Jess than 50 years

At 31 December 2015, bank and other loans of the Company are secured on fleet assets with a cost of £769 million (2014 E600 midlion) and letters of
cradit of £230 milkon in favour of tha Britsh Airways Pension Trustees ara secured on certain aircraft (2014 £230 midhon)




13 Capital expenditure commitments

Capit2l expenditure authonised and contracted for but not provided for in the accounts amounts to £6,458 mihon for the Gru;:p (2014 £6,658 millkon)
and £6,454 milion for the Company {2014 £6,651 million) The majonty of capual expenditure comnutments are denormnated in LS doflars, as such
the commmutments are subject to exchange movements

The outstanding commitments mclude £6,420 million for the acquisivon of 18 Airbus A350s (from 2018 to 2021), 29 Boeing 787s (from 2016 to 2021),
26 Awrbus A320s (from 2016 1o 2022), tewo Arrbus A380s (in 2016), ten Arrbus A321s {from 2018 to 2019) and two Embraer E190s (in 2016}

14 Non-current assets held for sale

The non-current assets held for sale of £4 million in the Group and the Company represent three Boeing 737-400 airframes and nine Boeing 737-400
engmes that have been stood down from use and are being marketed for sale These are held at cost less accumuylated depreciapon znd wmpament,
Total impairment charges recognised in the income statement relating to those assets duning the year was £4 million (2014 nif)

At 31 December 2014, the non-current assecs held for sale of £5 million in the Group and the Company ¢onsisted of six Boeing 737-400 engines

15 intangible assets

a Group

Group
£ mullon Goodwit]  Landing nghts a:g:::::: Software Total
Caost
Balance at 1 January 2014 40 728 26 3 1105
Additions ! 8/ 52
Exchange diferences @) 2)
Balance as at 31 December 2014 40 727 25 392 1185
Additions 77 7
Disposals (29) {7 2n
Exchange differences [£)] 3)
As at 31 December 2015 40 724 6 462 1,232
Amortisation
Batance at 1 january 2014 &0 154 224
Charge for the year 12 2
Balance as at 31 December 2014 60 176 235
Charge for the year' 2 22
Dusposals 6) {6)
Exchange differences 1] n
As at 31 Dacambar 2015 59 192 251
Nat book amounts
31 Dacamber 2315 40 665 6 270 981
31 December 2014 40 667 26 215 945

' Amortisation on non-EU based landing nghts was less than £1 muban for the penod
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15 intangible assets continued

b Company

Company
£ mihon Landing rights a:ﬁ:::‘: Software Toral
Cost
Balanee at | january 2014 69/ X 310 1027
Addmions H -1} &2
Balance as at 31 Decernber 2014 692 26 391 L1109
Additions Y 77
Disposaks (20) @ n
As at 31 December 2015 692 [ 451 1159
Amortisation
Balance at §january 3014 49 153 202
Charge far the year 12 12
Balance as 2t 31 Decarnber 2014 49 175 224
Charge for the year 22 22
Duspasals (6) {6)
As 2t 31 Dacember 2015 49 191 240
Nat book amounts
11 Dacember 2015 643 [ 270 819
31 December 2014 543 2% 216 885

16 Impairrment of property, plant, equipment and intangible assets

An annual impairment review 1s conducted on all intangible assets that have an indefinite economic hfe Goodwill and landing rights based within the EL
are considered o have an indefinite economic ife The impawrment review is camed out at the level of a ‘cash-generaung unit (CGU), defined as the
smzllest identfiable group of assets, rabiiues 2nd associated mtangible assets that generate cash inflows that are largely indapendent of the cash flows
from ather assets or groups of assets. On this basis, an impairment review has been conducted on two CGUs. An impairment review was performed on
the network airine operations CGU, including passenger and cargo operauons out of all aperated airparts, as well as ali related ancillary operations as it

contains both goodwill and landing nights within the EU A separate impairment reviaw has been conducted on the operatons of the OpenSkies CGU
as it contams tanding nghts wathin the EU

An impairment review involves the compansan of the carrying value of the CGU o the recoverable amount. An impairment charge 1s recognised to the
extent that the carmying value exceeds the recoverable amount

2 Network arline operations
2015 2014
Emessions Landing Emissions Landing
£ miiion allowances nghis Goadwill Total lowances nghts Goodwif Toral
Network awline operations [ 646 40 692 3 646 40 7i2

The recoverable amount of the network arline operations has been measured based on its value In use, using 2 discounted cash flow model Cash fiow
projections are based on the business plan approved by the Board covenng a five-year penod Cash flows beyond the five-year pencd are projected o
increase in ine with the Yong-term growih rate of the main economies in which BA operates. The pre-tax discount rate applied 1o the cash flow
projections 1s denvad from the Group's posi-tax wetghted average cos: of capital, adjusted for tax and the nisks specific to the assets

MNo impairment charge has ansen as a result of the review performed on the network aifline operauons. No reasenable possible change in the kay

assumpuons for the network airine operauon would cause the carrying amount of goodwill and intangible assets with indefinite economic Iife to
exceed the recoverable amount
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16 Impairment of praperty, plant, equipment and intangible assets continued

2 Metwork airhne operations continued

Key assumptions

2015 2014

Pre-tax discount rate {denved from the long-temm weighted average cost of capical) 2 6% 100%

Long-term growth rate 25% 25%
b OpenSkies

2015 2014

£ mithon Landing nghts Tota) Landing nghts Tocat

Carrying value of OpenSkies’ imangsble assets' 13 19 2t 2!

¥ Included within total intang ble assets aftocatad to the OpenSkies CGL are EI6 million (2014 Ei8 million) of indefinice hife intangible assets

Tha recoverable amount of the OpenSkies CGU has been measured on its value in use, vsing 2 discounted cash flow model Cash flow projecuions are
based on the forecast approved by the Board covenng a three-year penod Cash flows for the next two years have been projected i hne with
expected growth using the latest forecast approved by the Board This includes considerauon of histonic and future growth in the countnes that
OpenSkies operates Cash flows beyond the five-year penod are projected to increase i hine with the long-term growth rate of the main economies in

which OpenSkies cperates The pre-tax discount rate appled to the cash flow projections i1s derved from OpenSkies' post-tax weighted average cost
of capual, adjusted for tax and the risks specific 1o the assews

The impaiment review of OpenSkees resulted in no tmpairment dunng the year {2014 no impairment)

The recoverable amount of the assets within OpenSkies exceeds the carrying value by £S5 million {2014 £3 million} If the discount rate were increased

by 135 basis paunts (2014 70 basis paints) or the operaung margin were to decrease by 30 per cent (2014 8 per cent), the headroom would reduce to
£t

Key assumptions

2018 2014
Pre-tax discount rate (denved from the long-term weighted average cost of capital) 9 4% 100%
Long-term growth rate 17% 20%

The operaung margins of both CGUSs are based on the esumated effects of planned business efficiency and business change programmes, approved

and enacted at the balance sheet date The trading environment ts subject to both regulatery and compettive pressures thai can have a maternial effect
on the operaung perfarmance of the business

c Impairment of fleet

Duning the year ended 31 December 2015 three Bosing 737-400 airframes 2nd mine Boeing 737-400 engmes were wniten down to their net reabsable
value and an impairment charge of £4 milhon was recognised All were classed as held for sale as at 31 December 2015
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17  Investments

a Group
Invesiment In associaies

Group
£ milion 2015 2004
Balance at 1 January 76 s
Additions 1,565
Exchange differences (6) 6}
Share of atnbutable results 149 39
Share of movements on pther resesves m 72
Dradends receved (12)
As at 31 December 1,775 &

Percentage of equity Meszsuremant bases Principal Holding Country of ncorporation and
acmnes principal operations
18 Opca Hoiding SL (Ibera) Equity method Arline Ordinary Spam
operations shares
Avios Group (AGL) Limited (AGL) Equity methad NIQ::E; Orfh":g England
' Held by a subsidary company
The following summansed finznaial informauen of the Group’s investment in associates 1s shown below
Group
£ million 015 2014
Nor-current assets 2,498 2433
Currant assets 2,850 1541
Current kabdities (2,802) (1703}
Non-current habihtes {1,642) (1778}
Net equity 044 499
Group s carnying amount of the iInvestment 1,768 &8
Goodwill attrbutable 1o iInvestments i assocates 1 &
Totalinvestmant in assocate 1,775 76
Revenues 4,028 3228
Operaung cosis £3,735) {3544)
Other mecome and costs {including tax) 256 594
Net profit after tax 54% 278
Other comprehansive icoma &)
TFotal cornprehensive ncoma for the year {net of tax) 540 278

While the Group holds less than 20 per cent of the ssued share capital of ibena, it accounts for us investment in [bena as an associate 2s it has the
ability to exercise significant influence over the investment due to 1ts voung power {both through 1ts equity halding and sts representanion on key
decisran-making committees) and the nature of 1ts commercial relationshups wath [beria

On 28 January 2015, BA entered 1nto 2 business transfer agreement with 1ts whally-owned subsidiary Avios Group (AGL) Limited ("AGL") This
transferred certain parts of the BA Execuove Club business, relaung to the frequent flyer programme, (o AGL mn return for addiuonal shares in the

amount of 16 billion fully pad up Class A Sharesin AGL.,
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17  Investments continued

a Group conunued

Foltowng the restructure, BA's shareholding has reduced from 100% of the exisung AGL business 1o 86% of the larger combined customer loyalty
business, whilst retatning the economic benefit of ownership through dividend distnbuton As 2 result BA no longer has the power to affect the returns

of AGL as 1t now falls within the governance swucture of IAG

From 2B january 2015, AGL was derecogmsed as a subsidiary of BA and recogmised as an associate at the farr value of the retained snterest On itial
recogmuon the investment in AGL was measured at £16 billion with a gain measured on loss of control of 2 subsidiary of £15 billlon The wnvestment
value recognised on 28 January 2015 was determined by an independent third party’s assessment of the value of the new larger AGL loyalty business

The gain 1s not considerad to be distributable as consideration was receved i the farm of shares The effect of the disposal is detaled below

AGL
£ million 2015
Fawr value of shares wsued 1,569
Total consideration on disposal 1,569
Assats/{habilities) at disposat date
Froperty, plant and equipment 12
Intangible assets 1
Other assets 299
Trade and other payables {276}
Net assets 36
Profit on disposal 1,533
b Company
A summary of the Company's investments in subsidiaries is set out below
Company
Tota) Toral
£ milon Cost Prowisions 2015 2014
Balance at 1 Janvary 2278 {952) 1,326 2453
Exchange differences (1} an £l
Additions 7 7 0
Disposals’ 89y 83 1029)
Provision’ {7) [g) {99
As at 31 December 2,185 {370) 1,315 1326

* BA has de-recognised severa investments in subsidianes dunng the year folowing bquidauen The net camying vatue after prowssions on shese investments #t the date of

Iigindation was bass than £1 mikan

1 The pnor year charge of E9S milion related mainly to the £39 milhon impairment in the Company's investment in AGL as the recoverable amouni of the exisung cusiomer
foyalty programme, which excluded the BA Executive Club and the tbera Plus programmes which was expected to be lower than the carrying value of the investment

The Group and Company's principal investments i subsidianes, associates and other investments are hsted on pages 73 and 75

18 Available-for-sale financial assets

Group Company
E milion 2015 2014 2015 0M4
Listed securitins
International Consabdated Ailines Group S.A 4 4
Comar Limited 7 15
Unlisted segunues (see note 27b} 40 44 40 44
Available-for-sale financral assets 47 63 40 48
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19 Trade receivables and other assets

Other non-current assets are set out below

Group Company
£ mill on 2015 20i4 2015 20i¢
Prepayments 2nd accrued income 14 7
Orher debtors 63 52 52 &1
Amounts awed by fellow group undertakmgs 63 B3
Amounts owed by subudiaries 126 134
Qther non-current assers 340 6% 441 185

Trade receivables and other current assets are set out below
Graup Company
£ milllon 201§ 2014 2015 2014
Trode receivables 556 550 542 535
Pravision for doubtful recesvables (15) 19 {i5) 19r
Met trade recevables 54 531 sn 515
Frepayments and accrued income 454 255 333 153
Cther debtors 131 7 132 74
Amounts owed by fellow group undertakings 29 29
Amounts owed by subsiharies 60 243
Trade recavables and other current assets 1,155 857 1,287 985
The ageing analysis of trade recervables s as follows
Group Company
E mllion 2018 2014 2015 2014
Negher past due nor unpared 452 456 478 442
Past due but not wnpaired
< 30 days 25 37 25 32
30 - 60 days 12 12 12 174
> &{ days 12 30 12 30
Nat trade receivables 541 53 527 516

Trade recevables are generally non-interest-beanng and on 30 days terms
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20 Cash, cash equivalents and other current interest-bearing deposits

a Cash and cash equivalents

Graup Company
£ milion 2015 2014 2015 2014
Cash at bank and i hand 843 642 7590 594
Short-term deposts falling due within three months 25 25
Cash and cash equivalents BAB 674 730 519
Other current interest-beanng deposits matuang after three months 1,199 ;184¢ 1,199 1843

Cash at bank 15 prmarly held in AAA money market funds and bank deposits Short-term deposis are made for penods up to three months
depending on the cash requirements of the Group and earn interest based on the floauing deposit rates The fair value of cash and cash equivalents is

€848 mullion for the Group (2014 £674 million) and £790 milhon for the Company (2014 £619 milion)

At 31 December 2015, the Group and Company had no outstanding bank overdrafis {2014 £nf)

Qther current interest-bearing deposws are made for penods 1n excess of three months with matunty typically within twelve months znd eam

ncerest based on the market rates avaiable at the ume the deposit was made

At 31 December 2015 cash and cash equivalents includes £53 miflion of resincted cash in Nigeria

b Reconciliation of net cash flow to movement in net debt

Group
£ milion 2015 2014
Ingrease in cash and cash equwvalents from continusng operauons 175 4
Met cash flow used n dscontinued operations 12
(Decrease)/increase in other current interest-bearing deposits {650} 629
Net cash outflow from decrease in debt and lease financing 592 734
New loans and finance teases taken out and ture purchase arrangements made (438) 11381}
Increase in net debt resulung from cash flow (371) s}
Exchange differences and other non-cash movements {66} {52]
Increase In net debt dunng the year (437) {58)
MNet dabt at ¥ January {2,026) {1958)
Mot dabt 25 at 31 Decambar (2,463) (2026)
Net debt 15 caleulated as totat cash and cash equivalerts and current interest beanng deposits lass total interest beanng borrowmgs
21 Trade and other payables
Group Company
E miflion 2015 2014 2015 2014
Trade creditors a7 o 922 857
Amounts owed to subsidiary companies 1,541 1659
Other credinors 512 514 507 509
Other taxatton and social securngy 33 34 32 32
Bradends payable 1 1

Sales in advance of carmage 2,503 1572 2,390 1475
Aceruals 2nd deferred income’ 177 1188 166 1o13
As at 31 Decamber 4,157 4220 5,559 5595

'Includes deferred income from cusiomer loyalty pregrammes of £76 mitlien (2014 E1015 miflion) for the Group and £69 million (2014 E869 million) for the Company

22 Other non-current liabilities

Groug Company
£ million 2015 2014 015 2014
Accruals and deferred income 62 90 5 50
As 2t 31 Decamber 62 S0 35 &0
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23 Long-term borrowings

Group Company
£ muthian 2015 2014 2015 2014
a2 Current
Bank and other loans' 396 12 327 71
Finance leases? 332 316 353 335
Loans from subsidiares 26 15
As at 31 December 728 428 706 427
b Non-current
Bank and ather loans' 480 570 325 352
Fnance Jzases’ 3,302 551 3,361 3632
Loans from subsidianes 334 370
As at 31 December 3,782 4121 4,020 4354

' Bank and other loans are repayable up to 2027 Bank and other loans of the Group amounting to £592 mdlion (2014 £425 milhon) and bank loans of the Company
amounung to £368 millan (2014 €166 milkon) 2re secured an aircraft Finance leases and hire purchase amangements are all secured on arcraft or other property, plant and
equipment.

fncluded in finance leases for the Company ts £86 mikon (2014 €107 midlion) of finance leases with subsidianes of the Group of which £24 million (2044 €21 million) is
classfied 2s current

c Bank and other loans
Group Company
£ milon 2015 2014 2018 2014
€250 milion fixed rate 8 75 per cent eurobonds 2016 {) 250 243 250 249
Floaung rate sterling mortgage loans secured on awcraft {u) 40 98 17 70
Fioatng rate US dollar mortgage Yoans secered on avcraft (i) 38 53 33 49
Fixed rate sterkng mortgage Joans secured on arcralt [iv) 74 2t
Floatng rate euro Mofigage joan secured on arcraft (v} 239 47 235 47
Fixed rate Chinese yuan morngage loans secured on arcraft {vi) T4 74
Fixed rate US doflar mongage loan secured on arcraft (vir) 127 135
European Investment Bank sterking loans secured on property {vin} 5 .4 ] g
Fixed rate unsecured US dallar mortgage loan (1x) 29 29
876 682 652 423
Less current inssalments due on bank and other loans 396 112 27 71
Norn-current bank and othar Yoans as at 31 Decamber 480 570 325 352

() £250 midlion fixed rate 8 75 per cent unsecured eurobonds 2016 are repayable in one instalment on 23 August 2016

{v) Floating rate sterling mortgage loans are secured on specific arrcraft assets of the Group and bear interest of between 110 per cent and 127 per
cent The loans are repayable between 2016 and 2019

{in} Floating rate US dollar mortgage loans are securad on speciic awcraft assets of the Group and bear nierest between 131 per cent and 299 per
cent. The loans are repayable between 2016 and 2017

(iv) Fixed race sterling mortgage loans are secured an specific arcraft assets of the Group and bear interest of between 514 per cent and 6 30 per
cent The loans are repayable between 2016 and 2018

(v} The floating rate eura mortgage loans are secured on speafic arrcraft assets of the Group and bear interest of between 0 43 per cent and 150 per
cant. The loan ts repayable between 2024 and 2027

{v} Fixed rate Chinese yuan mortgage loans are secured on spectfic arcraft assets of the Group and bear mterest of 520 per cent. The Ioans are
repayabla in 2022

(vii} Fixed rate US dollar martgage loans are secured on specific arcraft assets of the Group These loans bear interest of between 381 per cent and
476 per cent and are repayable between 2021 and 2026

{vi) European Investment Bank sterling loan 1s secured on certain property assets of the Group and bears interest of 07 per cent The loan s
repayabie in 201/

{ix) Fixed rate US dollar fixed term foan 1s unsecured This loan bears interest of 4.22 per cent and 1s repayable in 2017
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23 Long-term borrowings continued

d Total foans, finance leases and hore purchase arrangements
Group Company
£ milson 2015 2014 2015 2014
Loans
Bank,
LIS dobar 5246 5295 557 376
euro €328 650 €328 60
Chinese yuan ¥N6 ¥16
Sterhng E115 £198 E21 £79
626 433 402 174
Fixed rate bonds'
Sterling £250 £249 £250 £249]
250 249 250 249
Loans from subsidiary undenzkings:
LIS doflar 5209 1233
suro €300 €300
360 385
Finance leases
U5 dobar $2,802 $3209 52794 3197
euro €1L170 1071 €1,170 €razr
Japanese yen ¥44,599 ¥37104 ¥44,599 V37104
Sterling £656 E771 £E742 £878
3,634 3857 3714 3967
As at 31 December 4,510 4549 4726 4775

e Obhgations under finance leases and hire purchase contracts

The Group uses finance leases and hire purchase contracts principally o acquire airerafe. These leases have both renewal opuons and purchase opuons
exercisable at the option of the Group Future minmurn lease payments under finance leases and hire purchase contracis are as follows

Group Campany
E miflion 2015 2014 2015 2014
Future mimmum payments due
Within one year 415 408 440 437
Afier more than one year but within five years 1,839 1788 1,803 1878
In five years or more 1,810 23208 1810 2308
4,064 4504 4,153 4617
Less finance charpes 430 637 438 650
Present value of mmmusm lease and hure purchase payments 3,634 3867 3714 3967
The present value of minmum lease and hire purchase payments s analysed as follows
Within one year 332 £l 353 335
After more than one year but wihin five years 1,611 1507 1670 1588
Ins five years or more 1,691 2044 1,691 2044
As at 31 December 3,634 3867 3,714 3957
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24 Operating lease commitmants

The Group has entered tnto commercial leases on certam properues and arcraft  These leases have durations ranging from five years for arrcraft to
130 years for ground leases Cenanteases contain opuons for renewal

The aggregate payments for which there are commitments under operaung leases fali due as follows

a Fleet
Group Company
£ mdtion 2015 2014 2015 2014
Within one year 17 125 88 118
Bewween one and five years 402 415 351 399
Over five years 116 155 116 194
As at 31 Decamber 645 735 575 Zil
b Proparty
Group Company
Emilion 2015 2014 2015 2014
Within ene year 76 83 74 80
Between one and five years 228 230 pri] 223
Olver five years 1,774 L5594 1,764 1594
As at 31 Decamber 2,078 1507 2,059 1897
[4 Sub-leasing

The Group and Company sub-lease surplus rental properues and aircrafy assets held under nan-cancellable operating leases o third parties and

subsidrary companies These leases have remaning terms of one to 22 years Future mimmum rentals recewvable under non-cancellable operaung leases
are as follows

Group Company
£ million 2015 2014 215 2014 i
Withen one year 3 4 3 4 .
Between one and five years i b4 3 4 ,
Over five years 2 2 2 2z
As at 31 December B it 8 g
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25 Provisions for hiabilities

Group
Resioraton and
£ rmiflion handback Restructunng Legal claims Other Total
Balance at | January 2015
Current 19 42 3 &3 127
Non-current 1588 ! 21 2i0
207 é2 4 -2 337
Ansing durmg the year 54 36 103 40 233
Utdised i (43) {25} {59} (144)
Release of unused amounts {1 @ 1)) 23 (44)
Exchange diferences 8 U] 7
Unwinding of discount 1 ¥ 2
As 2t 31 December 2015 242 26 81 42 391
Analyns
Current 23 26 80 29 158
Nen-current 219 1 13 233
242 26 81 42 391
Company
Restoration and
£ mullion handback Restructunng Legal claims Other Total
Balance at | fanuary 2015
Current [ 42 3 15 56
Meon-current 12f ! i 133
27 42 4 58 229
Ansing during the year 30 35 103 38 207
Utiised B (43} (25 {48) {123)
Release of unused amaunts D)) {9 )] {15) 135)
Exchange diiferences 5 {1) 4
Unwinding of discount 1 '
As at 31 December 2015 146 26 Bl kD] 283
Analysis:
Currant 2 26 80 19 127
Naon-current 114 1 11 156
146 25 81 ElY 283

Restorauion and handback costs include provision for the costs to meet the coniractual retum conditions on air¢raft held under operatng leases The
proviston alse mcludes amounts refaung to leased land and butdings where restoraton costs are contracially required at the end of the lease Where
such costs anse as a result of capiial expenditure on the leased asset, the restorauon casts are also capialised

The Group s subject to invesugations INto cargo and/or passenger fuel surcharges and related hugawon in vanious junsdicuons and during the year £25
million was paid in relation to these (2014 E7 million} The Group has also been subject (o mult-party ¢claims from groups of employees on 2 number of
matters relaung Lo us operatons including claims for additenal heliday pay and for age disenmination, The final amount required 1o pay the remaining
ctaims and fines 1s subject to uncertainty and s outhned further i note 32

Following 2n appeal to the General Court of the Eurogean Union, the 2010 European Commission decision on alleged cartel acuvicy was parually
annulled and BA was adwised that the £75 million fine would be refunded in full The refund was received in February 2016 It 1s not yet clear what the
Evropean Commission’'s next steps will be At 31 December 2015, the Group recogmised zn asset included n Other current assets and an equal
lingation provision, s It 15 not possible to predict the outcome of the proceedings.

Restructunng provisions represents the estmated costs of settding employee obligations under the Group's restructunng plans.
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25 Prowvisions for habiities continued

Orher provisions include. compensation due to customers whose flights were significantly delayed, unless the airline can prove that the delay was
caused by arcumstances beyond 1ts contral, a provision for the EU Ermissions Trading Scheme that represants the excess of BA's CO2 emitted on a
fiight wathen the ELL in excess of the EL Emission Allowances granted, and provisions relating to unfavourable contracts.

26 Financial sk management objectives and policies

The Group ts expased to a variety of finanaial nsks' market nisk (including foreign currency nsk mnterest rate ask and Fuel price nsk), credit risk, capial

nsk and kgquidity nsk. The Group's overall nisk management programme focuses on the ungredictabifity of financial markets and seeks to mmnimise
potentral adverse effects on the Group's financial performance.

Group Treasury carnes out financial risk management under governance approved by the Board and the IAG Management Committee Group Treasury
denufies, evaluases and hedges financial nsks. The Board provides wrtten pnnciples for overall nsk management, as well as wntten palicias covenng
specific areas, such as foreign exchange nsk, interest rate nsk, credit nsk, use of denvauve Anancial instruments and investment of excess hquidity

2 Fuel price risk

The Group is exposed to fuel pnce nsk. The Group s fuel prce nisk management strategy aims to provide the arline with protecuon against sudden and
significant increases in ol prices while ensunng that the airfine s not compettively disadvantaged in the event of a substanual falt In the price of fuel
The current Group strategy, as approved by the IAG Management Committes, is to hedge between 60 per cent and 100 per cent of fuel consumpuon
for the next quarter, an average of 45 per cent betwaen quarters two and five fwith an average flexibility of plus 15/minus ten per cent), and between
nil and 30 per cent between quarters six and eight, with the flexibihty to hedge up to 20 per cent in quarters nine 10 twelve

In implementing the strategy, the fuel nsk management programme allows for the use of a number of derivanves avalable on the over-the-counter
(OTC) markets with approved counterparties and within approved limuts

The following table demonstrates the sensitivity of financial instruments to a reasonably possible change 1n fuel prices, with all other variables held
constang, on profit before tax and equity

Group and Campany
2015 2014
Increase/{decrease} in Effect on profit before Increase/fdecreaselin Effect on profit before
Fuel pnce tax Effect on equity fuel prce rax Effect on equity
per cent £ mithon £ midiion per cent £ mihon E mifton
In¢rease/{dacrease) Increase/(decrease) Increase/(decrease) Increase/(decrease)
30 50 306 Jg 6} 436
(30 (36} {358) 30} 8 (508}
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26 Financial risk management objectives and pohaes continued

b Foreign currency nisk

The Group 1s exposed to currency nsk on revenue, purchases and borrowings that are denominated n 3 currency other than steding. The currencies
which these transactions are pnmanly denorminated are US dollar, euro, Japanese yen and Chinese yuan The Group generates a surplus in mast

currencies tn which it does business The US dollar 15 an excepuon as capital expenduure, debt repayments and fuel payments denominated i US
dollars normally create 2 defict

The Group can expenence adverse or beneficial effects ansing from foreign exchange rate movements The Group seeks to reduce foreign exchange
axposures ansing from transacuons in vanous currencies through 2 policy of matching as far as possible, receipts and payments in gach mdidual
currency Surpluses of converuble currencies are sold, either spot or forward, for US dollars or pounds sterling Forward foreign exchange contracts
and currency options are vsed 1o cover near-term future revenues and Operating payments i a variety of currencies

The Group utifises its US dollar, euro, yen and yuan debt repayments as a hedge of futwre S dollar, evro, yen and yuan revenues

The following table demonstrates the sensitvty of finzncial instruments to a reasonably posstble change in the LIS dollar, euro, yen and yuzn exchange
rates, with ail other vantables held constant, on prefit/{loss) before tax and equity These represent both the Group and the Company as the majonty of

the foreign currency nsks are borme by the Company

Strengthering/{wezkening) Effect on Effect an Strengtherung/{weakemng) £ffect on Effect on equity
n U5 dolar rate profit equity In euro rate profit
before tax before tax
per cent E milhon £ miflion per cent € mition £ milion
Group Increase /(decrease)  Increase /(decrease) Increase /{decrease) increase Hdecrease}  Increase Adecrease]  Increase /ldecrease)
015 10 (162} i) 32 (135}
(10} 160 {10} 32 135
o 2 {158} e b {127)
2074 {10) z 154 {10 @2 120
Strengtheming/ Effect on Effecton Strengthening/ Effecton Effeceon
{weakening} profit equiy (weakemng) profit eguity
In yen rate before 1ax tN yuan 7ate before tax
per ceat E mithan E mithon per cent £ mittion £ milian
Group tncrease  /{decrease) increase fdecrease) Increase /{decrease) increase /{decrease}  Increase fldecrease)  increase fidecraase)
2015 10 (23) 10 i)
(10 3 (10) 7
10 @ 9
2014 1o} 2 19
< Interestrate nsk

The Group 15 exposed to changes in interest rates on floaung rate debt and cash deposits Interest rate nsk on borrowings 1s managed through
determining the nght balance of fixed and Aoaung debt within the financing structure Market conditions are considered when determining the desired
balance of fixed and floaung rate debt Had there been a 50 basis point increase in interest rates, there would have been less than £1 mrilion adverse
{2014 £1 million favourable) impact on the Group and Company's shareholders equity and income statement. A 50 basis point decrease in intarast

rates would have resulted in less than £1 milhon favourable (2014 £1 mitlion adverse) unpact on shareholders' equity and the income statement for both
the Group and the Company
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26 Financial nsk management objectives and policies continued

d Counterparty risk

The Greup 1s exposed to countarparty nisk to the extent of non-performance by its counterparties 1n respect of finzncial 2ssets receivable However,
the Group has palicies and procedures m place to ensure credit nsk 15 imited by placing ¢redit bmits on each counterparty The Group contnuously
monitors counterparty creche kmits and defaults of counterparties, incorporating this informauon into credit nsk controls Treasury actmities, which
include placing maney market depasits, fuel hedging and foreign currency transactions could 1ead 1o a concentrauon of different credit nsks on the
same counterparty This nsk 1s managed by the allocauon of an overall exposure fimit for the counterparty that 1s then allocated down to specific
treasury actiiues for that party Exposures at the acuvity leve! are monitored on a daily basis and the overall exposure it for the counterparty 1s
reviewed at least monthly in hght of avalable market information such as credit ratngs and credit default swap levels |t 1s the Group's policy that ali
counterparties who wish to trade on credit terms are subject to crednt venficauon procedures

The maximum exposure to credit risk 1s hmited to the carmyng value of each class of asset as summarised in nate 27
The Group does nat hold any collateral to mitgate this exposure Credit nisks ansing from acting as guarantor are disclased n note 32

e Liqudity risk

The Company’s igudity risk management includes mantarng sufficient cash and interest-beanng deposits, the avalability of funding from an adequate
amoun: of credit facilities and the abiity to close out market positions Due to the dynamic nature of the underlying business, Group Treasury
mantains flexibility in funding by mamtaming availability under committed credit lines

The Company's lang-term corporate debt ratngs as at 31 Decemnber 2015 assigned by Moody's and Standard and Poor's, respectvely, were Ba2 and
BR. The Group has adequate cash reserves to meet operaung requrements for the next 12 months

The stability of the hquidity position 1s maintained through the Group having no financial covenants or material advarse change clauses in its drawn and
undrawn debt faciliies In addicion, fuel and currency hedging is carned out on an open credit basis with no collzeralisauen or margin calk requirements

At 31 December 2015 the Group and Campany had unused averdraft faciliues of £10 mithon (2014 £10 milkon)
The Group and Company held undrawn uncommitted money market lines of £25 million as at 31 December 2015 (2014 £25 milhon}
The Group and Company had the following undrawn general and commutted awcraft finanang facilities

31 Decamber 2015

mihon

Currency £ equivalent
LIS doltar factlity expinng September 2016

$322 216

U5 doflar faciiity expinng October 2016 $505 341
U5 doYfar faclny expinng December 2046 $416 279
U5 doflar Faclity expinng December 2021 $1,164 780
US dollar facility expinng June 2022 $1,750 LY73
31 December 2014

million Curency £ equivalent
US dollar faciity expiang October 2015 5805 515
Eurp faciley expitng November 2005 £252 206
Renmunbs facility expinng November 2015 RMB750 77
US dolar fseiity expinng September 2016 $644 412
75 doliar faciity expinng October 2016 F509 325
U5 dollar faciity expinng December 202/ Jira4 745




26 Financial nsk management objectives and policies continued
e Liquidrty risk continued

The 1able below analyses the Group's financial assets and liabilittes into relevant matusity groupings based on the remaming penod at the balance sheet
date to the contractual maturity date The amounts disclosed 1n the table are the contractual undiscounted cash flows and include interest,

Group
£ milion Withn 6 More than 5
months 6 - I2 months 1-2yearg -5 years years Total 2015
Financial assets
Cash and cash equivalents 848 848
Othear current interest-bearng deposits 1,014 185 1,199
Trade recevables 541 541
Other current assets 232 Ell 263
Other non-current assets 10 24 334
Denvative financial instruments
Forward turrency contracts 34 3 10 2 69
Currency opuion centracts i 1 2
Financial hablities
Interesi-beaning lozns and borrowings
Finance lease and hire purchase obligations (185} (231) {504) (t335) (1,809 (4,064)
Fixed rate borrowings {31 (323 (82) (123) (59) (618)
Floating rate borowings {45} {38) 37 74) (151) (345)
Trade and other payabies (1548) {1,548)
Other long-term hahiiues [E}] 3)
Denvative firancial mstruments
Ferward currency contracts (1 [{H {2)
Fus! denvatrves {378} (168) {85) {16) (647)
As at 31 Decembar 482 (520) {591 (1,323 (2.019) (3,971}
Group
€ malion Within & More than 5§
months 6 - 12 months 1-2years 2-5 years years Total 2014
Finanuia) assets
Cash and cash equivalents 674 574
Other cusrent Intergst-peanng deposits 1213 636 1849
Trade receivables s 531
Other current assets 84 &4
Othar non-current assets 52 52
Dernvative financal instruments
Forward cufrency contracts 38 28 18 84
Currenty option contracss 1 2 4
Finanoal labilives
Interest-bearing loans and borrowings
Finance [ease and hwe purchase obligauons 207} 201} #1) (1377) (2.308) {4,504}
Fixed rate borrowings £28) (38) {320 97 156} {559}
Floating rate borrowings 29 (54} (&2 (34) {33) {212)
Trade and other payables {1505) (1505)
Dervattve finanoial instruments:
Fuet denvatves 447 {244} (139 {830)
As 3t 31 December 325 30 {882) {1.508) {2397 4,332)

-3




26 Finantial nsk management objectives and policies continued

e Liqurdsty risk continued

The table below analyses the Company's Enancial assets and liabilities into relevant matunity groupings based on the remaining penod at the balance
sheet date to the contractual matunty date The emounts disclosed m the table are the contraciwal undiscounted cash flows and include interest

Campany
£ mition Withn & More than S
months 6~ 12 months 1-2years 2-Syears years Total 2015
Financial assets
Cash and cash equivalents 7890 700
Other currant interest-beaning deposits y014 185 1,199
Trade recewvables 527 527
Other currant assats 4383 46 529
Other non-curant assets 135 293 37 465
Denvative finznoial mstruments
Forward currency contracts 34 23 10 2 69
Currency opion contracts 1 1 2
Financial |abthities
Interest-beanng loans and borrawings
Finance lease and hure purchase abligauons {18€) (244) (530} (+373} (F810) {4,153}
Fuoced rate borrowings (42) (290} {82) (153} [550) {1,117
Floaung rate borrowings 34 (37) 3y {65) {151y (319)
Trade and ather payables (3028) {3.028)
Denvatve finanoal instruments
Forward cufrency contracts 4] [{)] [¥3]
Fuel denvatives (378) (168} 85) {16) (647}
A3 at 31 December {330) {484) 1584) 1313 [2.478) {5,685}
Company
€ miliion Within 6 More than 5
months 6 - 12 months 1-2years 2 -5 yaary years Total 2014
Financral assats
Cash and cash equivalents &l9 &9
Qther current interest-bearing deposits 1213 636 1849
Trade recevables 516 516
Other current assels 353 353
Other nan-current assets 195 195
Derivauve Fnancial nstruments’
Forward currency contraces 38 28 8 &4
Currency option contracts ! 3 4
Financial iabilities
Interest-bearing loans and borrowings
Finance lease and hire purchase cbligations (215 213) {436) {1442 (2308) (4517
Fixed rate borrowings (30) 309 317 7 (603) (1097}
Floaung rate borrowings (21 {52) (52} {20} {34} {129}
Trade and pther payables (1133 2132
Denvauve finanoal instruments:
Fuel denvatives (447) (244} {139} (830)
As at 31 December (108 128 {731) 11578} (2,945} {6235

€2




26 Financial risk management objectives and pohcies conunued

f Offsetting financial assets and habilities

The Group enters into denvative transactions under master netung agreements |n general, under such agreements the amounts owed by each
counterpany on a stngle day in respect of afl transacrons outstanding are aggregated {0 a single net amount that s payable by one party io the ather
In certain aircumstances, for example when a credit event such as 2 default occurs, all outstanding transacuions under the agreement are tertinated
The termination value 15 assessed and only 2 stngle amount 1s payable in settlemeant of 2! transzcuons.

Certain transacuons do not meet the crtena for offsetting 1n the balance sheet This 1s because the Group does not have any current legally

enforceable nght to offset recognised amounts, because the nghr to offset 1s enforceable only on the occurrence of future events such as 3 default on
the bank loans or other credit events

The following table sets out the carrying amounts of dervatives recagnised 1n the Group and Company balance sheets that are subject to the above.

Group and Company

Financial Net amounts of

ns(ruments thag financral
Gross value of  are offset under mnstruments in - Relared financial
financia netng thg balance  nstruments that
£ muthon INstruments agreements sheet are not cifset Nst amaunt
31 December 2015
Financral assets
- Forward currency CONLFacts 59 3 69
- Currency aption goatracts 4 (2 2 2
- Fuel denvauvas 12 {12)
85 (14} T T
Financial habiliues
- Farward currency contracts e} e} 2
- Currency spuon contracts (2) 2
- fuel denvatives (659) 12 (647) (547
{663) 4 (649) (649)
{578) (578 {578}

Group and Company

Finanqial Net amounts of

wnstrdments thar Financial
Gross value of  are pff5et under msiruments n Related financial
financial Aetng the balance  nstruments that
£ milhon nsLuments Jgreaments sheet are net offser Ner amount
31 December 2014
Financial assats
- Forward currency coniracis &4 84 8¢
- Currency aplion contracts 4 4 4
- Fuel denvatives 4 (4
8z % &8 88
Financhal habiities
- Fuel denivauves (834} 4 (830) 830)
(834) 4 (830) 8309
(742} (742 {742

g Capital risk management

The Group's objectives when managing capital are 1o safeguard the Groups ability 1o continue as a gaing cencern in order (o provide retumns for
shareholders and benefits for other stakeholders and to maintain an opumat capital structure to reduce the cost of capial

Consistent with others in the industry, the Group monitors capital on the basis of the geanng rauc (adjusted net debt as a percentage of total capstal
adjusted for operating leases} Nat debt is defined as the total borrowings, finance lezses and hire purchase habiliues, net interest-beanng deposits and
cash and cash equivalents less overdrafts. Total capital is defined as the total of share capital and share premium (see note 28), reserves (see note 30a),
non-controlhing interasts {see note 30a) and et debt (see note 20b)
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27 Financial nstruments

a Financial assets and habilives by category

The deta of the Group's financial instruments as at 31 December 2015 and 31 December 2014 by nature and classificauon for measurement purposes

15 a5 follows

At 31 December 2015

Financr) assets Group
£ millron Loans and Dernatives used Avaitable far sate Non-finanaal Total carrying
recenvables for hedgmng 53818 amount
Non-current financial assets
Avalable-for-sake financial assets 47 47
Denvative financial instruments 12 12
Other non-current assets’ 326 14 340
Current Ainancial assets
Trade recervables 541 541
Denvatrve financeal instruments 59 59
Orher current assets’ 259 355 614
Other current interest-bearng deposits 1,199 1,199
Cash and cash equivalents 848 B48

! Within the Company, total other non-current assets are E441 mudion, Yl of whith are classified as loans and recevables Total other current assets in the Company were
£760 mulhon, of which €519 million were considered loans and racesvables and £241 million were nen-financial assets

Finanaal bablmes

Group

£ millon Loansand Dervauves used Non-finanaa! Total carrying
payables for hedging habdives amount

Non-current financial habilives

Interast-beanng long-term borrowings 3782 3,782

Denvative financial instruments 101 10t

Other long-term liabiiues' 3 59 62

Current financial habilities

Current portion of long-term barrowings 728 728

Trade and ather payables' 1,548 2649 4,197

Denvatve financiat Instruments 548 548

*within the Company total other long-term Wabilines were £36 millan, all of which are classified as nan-financial labilities Total rade and other payables in the Company
ware £5,559 malion, of which £3.028 million were loans and payables and £2 531 milllon were non-financral habihives
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27 Financial instruments continued

a Financral assets and habilities by category continued
At 31 December 2014 .
Financel assets Group
€ mlion Loans and  Denvatves used Avaiable for sale Non-financial Yotal carmpng
recenvables for hedging assers amount
Non~current financiat assets
Available-for-sale financial assets 63 63
Denvauve finanaal mstruments 18 8
Other non=current assets’ 52 7 69
Current financia) assets

Trade recevables 531 531
Denvative financal instruments 70 70
Orher curent assets* a4 242 326
Other current interest-beanng deposn 1845 1849
Cash and cash equivalents 674 674

! Within the Company, total other non-current assets are £195 mulhon, 3t of which are classified as lvans and receivabies Total ather current assets in the Company were
£470 milhon, of which £328 muhion were considered lozns and recervables and E142 milhon were non-knancid) assets

Fipancial habriies Group
€ rMion Losnsand  Denvatnes used Nom-fnancel Total camyng
Payables for hedging labikties amourt
Non-current financlal liabiities
interest-bearing long-term borrowings 4121 4 i
Dearrvative finanaal instruments 139 13¢
Other tong-term habihues' 4 86 80
Current financial habilities
Current poruon of long-term borrowmgs 428 425
Trade and other payables’ 1505 2715 4220
Dervatrve finzncial mstruments 91 591

VWithin the Company total other long-term liabilines were £680 million, all of which are classified as non-financial iabilises Total trade and other payables in the Company
were £5,595 milion, of which E3,132 million were loans and payables and £2,463 miflion were non-financial habdiues
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27  Financial instruments continued

b Fair vzlues of financial assets and financial fiabiities

The fawr values of the Group’s financial instruments are disclosed i hiararchy levels depending on the nature of the inputs used in determining the far

values as follows:

Level 1 Quoted pnces {unadjusted) 1n active markets for dentica assets or habrhues,
Level 2. Inputs other than quoted prices included wathun level 1, that are observable for the asset or habdity, either directly or indirectly; and
Level 3 Inputs for the asset or hability that are not based on observable market data

The carrying amounts and fair values of the Group s inancial assets and habilites as at 31 December 2015 are set out below

Group
Fair value Carrying value
£ milion Level 1 Level 2 Levet 3 Tota) Total
Financfal assats
Avarlable-for-sale Firancial assets’ 7 40 47 47
Forward currency contracts? 69 69 69
Currency opuon contracts? 2 2 2
Finaneial habilives
Interest-bearng loans and borrowings '
Finance lease and hire purchase obligauons 3829 3,829 31,634
Fized rate borrowings 251 379 640 545
Floaung rate borowirgs EE 3N 33t
Forward currency contracts’ 2 2 2
Fuel denvaisves? 647 647 647

* Within the Company, available-for-sale financial assets of £40 millon are fair valued a1 E40 million (Lavel 3) finance lease and hire purchase obhigzuons of £3,714 milllon
are far valued at £3 886 milhion (Level 2), fixed rate bomrowings of £494 millian are fair valued at E526 mdlion (Level 1 €261 million and Level 2 £265 milkon} and floating

rate borrowings of E299 million are Fair valued 2t £299 milhon {Level 2}
?  Current porucn of denvative financial assets 15 £59 millon
?  Current poruon of derivativa financial iabikities 15 £548 milbon

The carrying ameunts and fair values of the Group's financiat assets and Liabilives as at 31 December 2014 are sex out below

Group
Far value Carrying value
£ mithon Levelt Lever 2 Ltevel 3 Tatal Toeal
Finanaal assets
Avafabte-for-sale financial assets! 19 44 XS 63
Forward currency contracts? &4 84 &4
Currency option coniracgs’ 4 4 4
Financlal Labilities
Interest-bearmg loans and borrowings *
Finance lease and hire purchase obligations 101 4ior 3867
Foced rate borrowngs 273 247 520 475
Floating rate borrowings 208 205 206
Cross currency swaps* ! H I
Fuel denvatves? 830 830 &30

Within the Company avalable-for-sale financial asseis of £48 milion are far valued at £48 mithon {Level 1 £4 mdlon and Lovel 3 E44 milben) finance lease and hire

purchase obligasons of £3 967 mullion are fair vatued at E4 211 mellron {Level 2), fixed rate borrowings of £634 million are far valued at €674 mition (Leve! | £508 muilion and
Level 2 £166 mullion) and Moaung cate bomowngs of £174 mylon are far valued at E174 million (Level 2)

P Cument paction of denvative financial assetsis 70 mill on

' Cumrent porucn of dervauve finangial Kabihues 15 £691 milton




27 Financal instruments continued
b Fair values of fimancial assets and financial habiities continued

The farr valee of financial assets and hatwhiues 15 inctuded at the amount at which the Group would expect to recesve upon selling an asset or pay to
transfer a hability in an ordery transaction between market parucipants at the measurement date The fair value of cash and cash equivalents, other
current interest beanng deposits, trade receivables, other current assets and trade and other payables approximate their carrying amounts [argely due
te the short-term matunties of these Instruments

The fellowing methods and assumpuons were used by the Group in estimating its Farr value disclosures for financial ingtruments;

Avallable-for-sale financial assets and loan notes

Listed fixed asset investments (Level 1) are stated at market value as at 31 December 2015 For unguoted investments (Level 3} where the fair value
cannot be measured rehably the investment is stated at histone cost less atcumulated impawrment losses.

Forward currency transactions and over-the-counter (OTC) fuel derivatives

These denvatives are entered into with vanous counter-parties, principally financial msttutions with investment grade raungs These are measured at
the market value of instruments with simelar terms and conditions at the balance sheet date (Leve! 2} using farward pncing models Changes in
couriterparty and own credi nisk are deemed to be not significant,

Bank and ather loans, finance leases, hire purchase arrangemants and the non-Japanese yen deneminated portions of hire purchase arrangements
carrying fixed rates of interest

The fair value of the Group's interest-beanng borrowings and loans including leases, are deterrmined by discounung the remaining contractual cash-
flows at the relevant market interest rates as a1 31 December 2015 {Level 2

Euro-sterhing bond 2016
This 15 stated at quoted market value (Level 1)

There have been no transfers between levels of the fair value herarchy dunng the peried Our of the financial instruments histed in the table above,
only the interest-beanng loans and borrowings are not measured at fair value on a recurnng basis

c Level 3 financial assets reconcihation

The following table summanses kay movaments in Level 3 financial agsets.

Group Company
£ mullon 2015 2014 205 2014
Balance at 1 January 44 o 44 10
Repayment of loan notes (classified #s avarlable-for-sale financal assets) (4) )] (0] 5
Interast accrued on loan notes (classified as availlable-for<ale finzncial assets) ! !
Fair value uplfi on avatable-forsale financial a_sgt' 38 38
As 3t 31 Dacamber 40 44 40 44

' During 2014 certain shareholders disposed of ther comined interest in The Aurfine Group Limited, sllowing the Croup to esumate the Fair value of the investment hald
which rasufted i 2 farr value uplift of £38 mdkon i the year ended 31 December 2014 The re-measurement was recognised in the statement of other comprehensive
income as available-for-sale financsal a5sets —marked 1o market




27 Financial instruments continued

d Cash flow hedges

At 31 December 2015 the Group and Company had four pnancipal nsk management acuviues that were designated as hedges of future forecast

transactions. These were

» A hedge of a proporuon of future long-term revenue raceipts by future debt repayments in foreign currency, hedging future foreign exchange nisk,

* A hedge of certam short-term revenue recespts by foreign exchange contracts, hedging future foreign exchange nsk,

« A hedge of certain shon-term fore:gn currency operauonal payments by forward exchange coniracts, hedging future forergn exchange nsk, and

» A hedge of future jet fuel purchases by forward crude, gas ol and jet kerosene denvative contracts, bedging future fuel pnce nsk

To the extent that the hedges were assessed as highly effective, 2 summary of the zmounts included i equity and the penods in which the related cash

flows are expected to occur are summansed below

Group and Campany

Within & B~12 months -2 years 25 years Mare than 5 Tou

£ milion months years 1015

Debr repayments to hedge future revenue [ n 24 19 [eh] 82

Forward cantracis to hedge future payments (32 (23) ) (1) (65)

Hedges of future fuel purchases 3718 126 &7 a 6539

351 174 82 6 )] 525

Related defarred tax {credst) (128)

Teotal amount mcluded within equity 498
Notional value of financral Instruments used as cash flow hedging instruments

Group and

Company

mihon Notonal

amaumnt

To hedge future currency revenues against euro €160

To hedge future operating payments w US dollars $1551

Hedges of future Fuel purchasas $314

Debt repayments to hedge future revenue - S dallars $3.06)

- euiQ €1498

-yen ¥41698

=yuan ¥716

Company

The Company undertakes hedging activities on bebalf of other companies within the Group and performs the treasury activities of the Group centraily

As a result, the disclosures above apply to the Company as for the Group

£8




27 Finanaal instruments continued

d Cash flow hedges continued

Group and Company

Within 6 6-12 months 1-2 years 2-5 years Mare than 5 Total

£ miflson months years 2014

Debt repaymenits to hedge future revenue 7] 5 2 39 (35) 33

Forward contracts to hedge future payments {40) {30) h (87)

Hedges of future fuel purchases 451 276 156 883

423 251 151 39 (35) 329

Related deferred tax (credit) (165}

Total amount included within equity 664
Naotienal value of financial instruments used as cash flow hedging instruments

Group

mifhon Notona

amount

Ta hedge future currency fevenues agamst US doflars $730

To hedge future operaung payments in LIS dollars $1,483

Hedges of foture fued purchases $4,090

Debt repayments to hedge future revenue - LIS doliars $3307

- euro €1,130

-yen ¥34,335

The neffective portion recognised in the income statement that arose from hedges of future fuel purchases amounts to a loss of £54 milhion (2014
£37 mithon) There was no ineffective portion of cash flow hedges other than hedges of future fuel purchases

28 Share capital and share premium

Group and Company

018 2014

Number of Number of
sharas 000s £ mithon shares 000s £ multion

Share capital allotted, called up and fully paid

Al Ordinary shares of £28970 each 897 260 897 260
A2 Ordinary shares of £28970 each 5% 29 a9 29
B Ordinary shares of £1 each 1,000 1 1ooo !

C Ordinary shares of £f each 148 148
As 2t 3t December 2,144 290 L144 290
Croup and Company
£ mition 2015 2014
Share premium 2t at 3t December 1,512 1512

The Al and A2 class ordinary shareholders have full voung and economic rights in accordance with the percentage of shares held The B class ordinary
shareholders have full votng rights in accordance with the percentage of shares held, however have minimal economic nights attached to them The C
ctass ordinary shareholders have full economic nghts in accordance with the percentage of shares held, however are nor-voung

5%



29  Share options

The Group operates share-based payment schemes as part of the total remuneration package provided to employees. These schemes compnse both
share option schemes where employees acquire shares at a grant price and share award plans whereby shares are 1ssued to employees at no cost,
subject ta the achievement of specified performance targets by the BA Group for BA granted options and by the IAG Group for IAG granted shares.

The share-based payments charge has been recorded as part of 'employee costs' (note 8} in the ncome statement as follows.

E mithon 2015 2014
IPSP and IDBP schemes rechargad from 1AG (b) 0 I
Tatal share-based payments charge recorded m employee costs 10 1

a BA granted schemes

The Briush Airways Share Opoon Plan 1999 (SOP) granted opuans to qualifing employees based on performance at an option pnce which was not
less than the market pnce of the share at the date of the grank {or the nominal value if shares are to be subscnbed and this vatue 1s greater than the
market value) The options are subject te a three year vesung period with the excepuon of grants made duning the year to 31 March 2005, when there
was a single re-test after a further year which measureg performance of BA over the four year period from the date of grant. Upon vesung options

may be exercised at any tme until the 10th anniversary of the date of grant. No further grants of opuons under the SOP have been made since 2005
At 31 December 2015 there are no awards outstanding

The British Asrways Deferred Share Plan 2005 {D5P) was granted to qualifying employees based on performance and service tests It will be awarded
when an incenuve award I1s tnggered subject to the employee remaining In employment with the Group for three years after the grant date The

relevant population recerved a percentage of therr incenuve award i cash and the remaiing percentage n shares through the DSP The maximum
deferral 15 50 per cent.

Qutstanding options fraom BA granted schemes are set out below

Options with an exercise pnce?

£ million 2015 2014
As at | january 1 E
Exercised duning cthe year' 4] 2
Expired/cancelled

As at 31 December? !
Of which exercisable 7

' The average share price at the date of exercise for opuons exercised was £5 50 (2014 £4 13}
! The weighted average remarning life of opuonsis zero months (2014 six months)
! Tha shares outstanding at the year-end have 2n exerase pnce of £276 (2014 £276)

B8A settes all opuons exercised with 1AG shares, held on the balance sheet as 'avalable-for-sale financial assets’ The Group montors the number of

listed tAG ordinary shares held against the exposure to exercisable options investing in additional shares at appropnate intervals At 31 December
2015, an insignificant number of shares were held (2014 t midlion)

b IPSP and IDBP schemes recharged from IAG

BA parucipates in two |AG share-based payment schemas, with awards (o BA employees baing made in plans operated by IAG that represent rights
over 1ts ordinary shares The costs of these awards are recharged from |AG based on therr deterrinason of award fair values The amount outstanding
at the year end 15 disclosed in nete 33 (related party transactions) A brief description of the schemes s set out below

] LAG Performance Share Pian

In 2011 the Group introduced the IAG Performance Share Plan, granted to semor executives and managers of the Group who are most directly
invoived in shaping and delivenng business success over the medium to long term For 2011 to 2014, a conditonal award of shares 1s subject ta the
achievement of a vanety of performance conditions, which will vest after three years subject 1o the employee remaining employed by the Group From
2015, the award was made as ml-cost options, and 2|50 had a two-year addiuonal holding penod after the end cf the performance penod, before
vestung takes place. The awards made between 2012 and 2014 will vest based 50 per cent on achievement of IAG's TSR performance targets relatve
10 the M5CI European Transportation Index, and 50 per cent based on achievement cf earnings per share targets The award made in 2015 will vest
based one-third on achievement of 1AG's TSR performance targets relative to the MSCH European Transportation Index, one-third based on
achievement of earmings per share targets, and one-third based on achievement of return on invested capital targets

) IAG Incentve Award Deferral Plan
In 2011 the Group introduced the 1AG Incentive Award Deferral Plan (ADP) granted to quabfying employees based on performance and service tests

It wilt be awarded when an incentsve award 1s tnggered subject o the employee remaming in employment with the Group for thiee years after the

grant date The relevant population will recerve 50 per cent of ther incenuve award up front in cash, and the remaining 50 per cent in shares after
three years through the IADP
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30 Other reserves and non-controlling interests

a Group
Group
Unreabsed [}
£ milion Retained gams and Cumency Total cm"o”ou:
earmungs translauon

losses interests'

Batance at | January 2014 3587 33 33 153 200

Profit for the year 686 685 5
Exchange losses [ S}
Fair value of cash flow hedges transferred to passenger revenue 17 7
Fair value of cash fiow hedges transferred to fuel and o1 costs 58 56
Fair value of cash flow hedges transfemed to cutrency differences 7, 22
Net change o fair value of cash flow hedges’ {958} {958}
Share of movements in reserves of associates 727 72}
Available-for-sale finanaial assets - marked to market 45 L3
Available-for-sale finanaiat assets - recycled to the income statement /] e
Pension remeasurements 467} {467)
Cost of share-based payments 4} 4
Income tax 153 170 323

Distrbutions made to holders of perpetual securities {16}
Total mcome and expense for the year 296 {646) £5) {355}

Balance at 1)anuary 2018 683 (613) 8 98 200

Profit for the year 7493 14593 15
Exchange losses {9 (9)
Fair value of cash flow hedges transferred 1o passenger ravenue 14 14
Farr value of cash flow hedges transfarred to fuel and of costs? 940 940
Farr value of eash flow hadges transferred Lo losses on fuel denvatves? 44 44
Fair value of cash flaw hedges transferred 1o currency differences {106} {106}
Ne1 change m fair value of cash flow hedges® {684) {684)
Share of movement in reserves of associates n [
Avalable-fos-sale financial assets - marked to market (8) (8)
Available-for-sale financial assets - recycled to the mncome statement 1 1
Ponsion rameasurements 152 152
Cgst of share-based payments (2) (2)
Income tax (34) (42 {76}
Dutributions made to holders of ordinary shares (260) {260}

Dumribuvons made to holders of perpetual secuntes {15)
Total income and expense for the year 2348 159 &) 2495

As at 31 December 2015 3,034 (454) 19 2,596 200

' Non-controlting interests compnse €300 milion of € 75 per cent fixed coupon euro perpetudl preferred secunties 1ssued by Briuish Airways Finance {Jersey) LP i which
the peneral partner 15 Bnush Awways Holdings Limited, a whally-owned subsidiary of the Company The hoiders of (hese secunnes have no nghts against Group
undertalings other than the issung entity and, to the extent prescnbed by the subordinated guarantee, the Company i the event of a dwidend paid by the Company the
Coupon payment i guaranieed The effect of the sacuntes on the Group 23 2 whole, taking into account the subordinated guaranies and oWer surrounding arrangements,
15 that the obligations to transfer ecanomig benefits in connecuon with the secunues do not go beyond those that wauld narmally atrach to preference shares 1ssued by a
UK company Refer to note 25g for the disclosure of the Group's Capital risk management

~

Significant fair value losses relate to the impact of the average decling 1n fuel pnce dunng che year on fuel denvauve contracts outstanding as of 31 December 2015
Amounts uransfemrad to the iIncome statement represent the release of far value fosses on fuel dervauve conmacts on sertlement of thosa contracts The amaunts held in
eguity and the penod in which cash flows are expecied 10 otcur are surnmansedin note 27d

Retained earmngs

The resained eamings reserve represents the accumulated retained profits of the Group and includes the undistnbutable gan on the disposal of the BA
Executive Club of £15 bilkon.

Unreahised gains and losses

The unreahsed gains and losses reserve records fair value changes an available-for-sale investments and the portion of the gain or loss on a hedging
instryment In 2 cash flow hedge that 15 determined to be an effecuve hedge

Currency translation reserve

The currency translation reserve 15 used to record exchange differences ansing from the translauon of the financial statements of foreign subsidiaries
and associates.
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30 Other reserves and non-controlling interests continued

b Company

Compary
Unrealised
€ mifion Reained gains and Tota!
camings I[33731

Balarice at | January 2014 443 20 4563
Prafit for the year 483 483
Fair value of cash flow hedges transferred to passenger revenue 17 7
Far value of cash fiow hedges transferred 1o fuel and ot costs 56 56
Far value of cash flow hedges transferred to currency differences 32 32
Mat change i fair value of cash flow hedges {958) (958}
Available-for-sale financral assets - marked 1o market 38 35
Available-for-sale financral assets = recycled 1o the mcome stalement {i /]
Pension remeasuraments (454} 454}
Cast of share-based payments 4) (4
Income Lax 157 170 3217
Total ncome and expense for the year 176 (646} (470)
Balanes at | fanuary 2015 61% {625) m
Profit for the year 2,395 2395
Farr value of cash flow hedges transferred to passenger revenue 14 14
Farr value of cash flow hedges transferred to fuel and od costs' 940 940
Fair value of cash flow hedges transfarred to losses on fue! denvatives’ 44 44
Fair value of cash Rlaw hedges transferred to currency differences {106} (106)
Net change i far value of cash flow hedges’ (G8E) (588)
Available-for-sale financial assets - marked to market [{3] 4}
Availabla-for-sale financial assets - recycled 10 the income statement 1 1
Pension remeasurements 146 146
Cost of share-based payments @) {2)
Distributions made to holders of ordinary shares (260} {2600
Income tax {35} [42) 77
Total income and expense for the year 2244 162 2406
As at 31 Dacember 2015 2,863 (464) 2399

1 Signficant far value losses relate to the impact of the average dechne i fuel price during the year on fuel derivative contracts outstanding as of 31 December 2015

Amounss transfered to the Income statement represent the release of fair value losses on fuel denvauve conrracts on settlement of those contracts The amounts held in
equity and the penod in which cash flows are expected to ccour are summansed n note 27d

See note 30a for a descniption of the reserves

31 Employee benefits

The Company operates two principal funded defined benefit pension schemas, the Airways Pension Schema {APS} and the New Awways Pension
Scheme {(NAPS), both of which are 1 the UK and are closed 1o new members APS has been closed to new members since 1984 and NAPS closed 1o
new members 1n 2003 The Company's prnapal defined contnbution scheme 1s the Bnush Aurways Reurement Plan (BARP), of which all new
permanent employees over the age of 16 employed by the Company and certain subsidiary undertakings 1n the UK may become members

Benefits provided under APS are based on final average pensionable pay and, for the majonty of members, are subject to inflationary Increases in
payment in hne with the Annual Review Orders (ARO) 1ssued by the Government, which are based on the Censumer Price Index (CPI) Benefits
provided under NAPS are based on final average pensionable pay reduced by an amaount (the ‘abatement’) not exceeding one and a half tmes the
Government’s lower earmings imit NAPS pension increasas are also linked to the ARQ and increases are capped at a maximum of five per cent t any
one year In NAPS, annual pensionable pay increases For active members are capped at RPI

The Trustees of APS have purported to grant an addiuonal discreuonary incraase above CPiinflauen for the 2013/14 pensions in payment. This would
be expected io reduce the APS accounung surplus by £12 milhon BA has challenged the decision as it considers the Trustees have no power to grank
such increases and 1t1s concerned about the actuanal funding positon of the scheme BA 1s also concerned about the residuat unhedged nsk n the
scheme, which will be increased by the addiuon of new unfunded benefits, to which BA may ulumately be exposed as the principal employer and
spensor of the scherne BA 15 committed to an existing recovery plan, which sees deficit payments of £55 million per annum unal March 2023 Legal

proceedings, imtiated by BA, are underway to determine the legiumacy of the addiuonal discretionary increase This discretionary increase has not
been reflected in the accounbing assumpuons used




31 Employee benefits continued

APS and NAPS are governed by separate Trustee Boards Although APS and NAPS have separate Trustee Boards, much of the business of the two
Schemes 1s common, Most Main Board and Committee meetings are held in tandem, although each Trustee Board reaches its decisions independently

There are three Committees which are separately responsible for the governance, operation and tnvestments of each Scheme Bnush Airways Pension
Trustees Limited holds the assets of both Schemes on behalf of their respective Trustees

Deficit payment plans are agreed with the Trustees of each scheme every three years based on the actuanal valuaton (the 'tnenial valuation’) rather
than the {AS {9 accounung valuaton The latest deficit recovery plan was agreed at 3i March 2012 (see note 31:)

The actuanat valuations perfermed as at 31 March 2012 are different to the valuation performed under IAS 19 'Employee Benefits' as of 31 Decemnber
2015 due mainly to uming differences of the measurement dates and to the specific scheme assumptions in the actuanal valuation vs IAS guidance
used 1n the accounting valuauon assumptions, notably the discount rate to calculate the present vatue of the habilities

Most employees engaged outside the UK are covered by appropniaze local arrangements The Company pravides certain addisional post-retrement
healthcare benefits to eligible employees in the US through the US Post-Retirement Medical Benefit plan ('US PRMB)

The defined benefit plans expose the Company to risks, such as longevity nsk, interast rate nisk, market (investment) nsk and cumrency risk.

Ensclosures for post-retrement benefits are presented on a consolidated basis and include a net pension lability of £16 mihon {2014 £23 millon)
relating to Bripsh Arrways Holtdays Limited, with the remainder refatng to the Company

a Employee benefit schemes recognised on the balance sheet

A3 at 31 December 2015
£ mullion APS NAPS Other' Total
Scheme asses at far value 7,232 13,126 304 20,662
Present value of scheme hablities (6.130) (13,464) (571 £20,165)
Nat pension asset/{llability) 1,102 {338) {267} 497
Effact of the asset cethng? (409) £409)
Other employee bensfit obhgations {9) (@
533 (338 (276) 79

Represented by
Ernployee benefit assets 697
Employee benefit obligations (518)
79
As at 3! December 2014
£ midhon APS NAPS Other' Total
Scheme assets at far value 7508 12750 334 20593
Present vaiue of scheme liabilitigs {6 445) {13 484) (626} (20556}
Nat pension asset / (fizbiity} L1063 (734} [292) 37
Effect of the asset ceding? {395} 395}
Osher emplovee benefit obligauons (1 1
568 (734 (303} (359}

Represenied by
Employee benefit assets 673
Employer benefit obhigauong {1042)
(369)

' The present valug of scheme Kabilities for the US PAMB was £45 million 2t 31 Decembar 2015 (£65 million as at 31 December 2014)

* APS 15 1n an IAS 19 accounung surplus, which would be available te the Company as 2 refund upon wind wp of the scheme This refund is restncted due to withholding taxes
that would be payable by the Trustees

During 2015 the LASE published an exposure draft of amendments to IFRIC 14 LAS 19 - The Limit or a Defined Benefit Asset, M rumum Fundng requrements and their
Interaction The purpose of this proposed amendment &5 (o provide additional clarity on the role of the trustees’ rights in an assessment af tha recaverability of 3 surplus on

an employee pension fund BA Js considenng the impact of this exposure dralt on the APS surplus recognised but has not recogrised any adjustmants as the amendment
remains in expasure draft form only
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31 Employee benefits continued

b Pensian costs charged/{credited) to the consclidated income statament

Pension costs charged/(credited) to operating profit.

£ mulfion 2015 2014
Defined benefit plans
Past service ¢ost {h
Currens service cost’ 193 (2]
192 154
Defined contribution plans 53 50
Pension costs recorded as employee costs® 245 214
Unctudes £2 muithon 2014 £1 mullion) relaung to the US post-retrement medica benefit plan
Pension ¢osts charged/(credited) as finance casts.
£ milkon 2015 2014
Interest mcome on scheme 2ssels 750 856
Interest expense on scheme Yabities (745) 350)
fntarest expense on asset ceding {14) )
Net financing expense relating to pensions {5} 3
4 Remeasurements recognised in the statement of other comprehensive income
£ miflion 2015 2014
Return on plan assets excluding interest income {336) 1083
Remeasurement of plan liabihues from changes in financid) assumptions 363 (L487)
Remeasurement of expenience gains 134 138
Remeasurement af the APS asset ceiling (188}
Exchange differences t9) (13
Pension remeasurements 152 457)
d Fair value of schemae assets
A recancihauon of the opening and closing balances of the fair value of scheme assets is set out belaw
£ milion 2015 2014
As at 1arwary 20,593 18851
Interest income 750 856
Return on plan assets excluding interest income {336) 1083
Employer contnburians' ! 495 476
Emplo yee contribunions B3 56
Benefits paid {928) 764}
Exchange differences 5 5
10,662 20593

Hncludes employer comtnbutions te APS of £87 mifion (2014 £67 mutlion) and to NAPS of E389 malhon {2044 £396 rralien), of which defict Funding payments reprasented

£B80Q mulion for APS (2014 £61 mulicn) and £283 mullian for NAPS (2014 £185 mithon)

2 Cash payments o penvion schemes (net of serice costs) reflected in the consobdated cash flow siatement were £302 million (2014 E312 mulion), being the empioyer

contributtons of £495 mulhon (2014 £476 million) tess the current servce cost of £193 milion (2014 £164 million) as set out in note 3ib
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31 Employee benefits continued

d Fair value of scheme assets continued
Scheme assets as at 31 December comprise
Emalkan 2015 2014
Return seeking mvestments - equities
UK 1,987 1967
Overseas 5,187 5039
7,174 056
Return seeking mvestments - ather
Prvate equity 643 505
Property 1,562 L426
Alernative nvestments 893 730
3,098 2751
trability matchimg invesiments
UK Fived hands 1,580 2816
Overseas Fixed bonds 78 161
UK Index-Linked bonds 4,850 4889
Overseas Index-Linked bonds 90 108
1,899 7975
Cther
Cash and cash equivalents 856 1051
Denvatsves {83) 200
Insurance contract 1,406 14569
L.ongevity swap (29) (37}
Orther 4 519
20662 20593
All equities and bonds hava quoted pnces tn active markets
For AP5 and MAPS, tha compaosition of the scheme assets s
As at 31 December 2015 As at 31 December 2014
£ muflion APS NAPS APS NAPS
Retumn seeking investments 1,255 8,475 1348 E304
ifs No:AlaV] nis 4451 3,367 4455 437
5,706 12,242 5803 1741
Insurance contract and related longevity swap 1,358 415
Other 168 384 291 {009
Far value of scherme assets 1,231 13,126 7509 12750

For both APS and NAPS, the Trustees have ulumate responstbility for decision making on investment matters, including the assec-hiability matching
strategy The latter s a form of invesung designed to match the movement in pension plan assets with the moverment in projected benefit obligations
over ume The Investment Commitiee adopts an annual business plan which sets out investment objectives and work required to support achievermnent
of these objectves The Investment Committee also deals with the monitonng of performance and actviues, including work on developing the
strategic benchmark to iImprove the nisk return profile of the scheme where possible, as well as having a tngger-based dynamuc governance process to
be able to take advantage of opportunities as they anse The Investment Committee reviews the existng mvestment restrictions, performance
berchmarks and targats, as well as continuing to develop the de-nisking and habihity hedging portfolio

The strategic benchmark for asset allocavions differenuate between ‘return seeking assets’ and liability matchung assets’ Given the respective matunty
of each scheme, the proporuon for APS and NAPS vary At 3i December 2015 the benchmark for APS, expressed as a percentage of the assets
excluding the insurance contract, was 187 per cent (2014 212 per cent) in return seekng assets and 81 3 per cent (2014 78 8 per cent) in habibty
matching investments, and for NAPS the benchmark was 68 per cent (2014 68 per cent) in return seeking assets and 32 per cent {2014 32 per cent)in
iabihity matching investments Bandwidths are set around these strategic benchmarks that allow for tactical asset allocaucn decisions, prowding
parameters for the Investment Committee and its nvestment managers to wark within

In addizion to this, APS has an insurance contract with Rothesay Life which now covers 24 per cent (2014 24 per cent) of the pensioner habiliues for an
agreed hst of members The insurance contract 1s based on future increases to pensions i hne with RPl inflauon and will match future obligations on
that basis for that part of the scheme The insurance contract can only be used to pay or fund employee benefits under the schema APS 3lso has
secured a longevity swap contract with Rothesay Life, which covers an addittonal 20 per cent {2014 20 per cent) of the pensioner habihiues for the
same members covered by the insurance contract above. The value of the contract 15 based on the difference between the value of the payments
expected to be received under this contract and the pensions payable by the scheme under the contract,

Both schemes use denvauve nstruments for both investment purposes and to Manage exposures to financial risks, such as interest rate, foreign
exchange and hquidity nsks anising 1n the normal course of business Exposure to interest-rate nsk 1s managed through the use of Inflanen-Linked Swap
contracts Foreign exchange forward contracts are entered into to mitigate the nsk of currency Auctuanons. For NAPS, a strategy exists to provide
protection aganst the equity market downside nisk by reducing some of the upside parucipation
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31 Employee benefits continued

e Present value of schema hiabihities

A reconcihauon of the opening and closing balances of the present value of the defined benefit obligatons 15 set cut below
£ milhon

2015 2014
As at | January 20,556 18854
Current sernice cost 193 164
Past service cost {)
[nterest expense 745 850
Remeasurements - financial assumptions {363} 1437
Remeasurements = demographic assumpuans {134) {138}
Benefits pard {928} 754}
Employee contnbunons a3 85
Exchange differences 14 7
As at 31 December 20,165 20,556

The dafined benefit obl:igation compnses €55 milton (2014 £75 mill on) ansing from unfunded plans and £20 110 milbhon (2014 £20 481 million) from plans that are wholy or
pardy funded

f Effect of the asset cailing

A reconciliation of the effect of the asset celling represenung the IAS 19 rrecoverable surplus in APS 15 set out below
E mulficn

2015 2014
Asat 1january 385 24
Interest expense 14 g
Remeasuremerts 88
As at 31 December 409 395
[ Actuanal assumptions
The prncipal assumptions used for the purposes of the actuanal valuations were as follows
2015 2014
Per cent per annum APS NAPS  Other schemes AFS NAPS _ Other schemes
Drscount rate 360 3ES 38-44 345 380 Je-1)
Rate of increase in pensionable pay' 185 oo 30-40 285 295 3540
Rate of increase of peasions in payment? 185 100 15=-35 185 195 15-3%5
RPI rate of inflation® 285 300 30~-31 285 295 0-31
CPl rate of inflation? 185 200 21-30 185 195 2i-30

' Rate of increase in safartes 15 assumed 1o be inline witn the AP rate of inflauon,
! The wnflation rate assumpuons for NAPS and APS are based on the difference between the yields on index-hnked and fixed-nterest Jong-term government bends The
inflatron assumphians are used to decerrmune the rate of increase for pensions m payment and the rate of increase in deferred pensions where there 15 such an increase

¥ |t has been assumed that the rase of increase of pensions m payment will be in fine with CP1 for APS However the Trustees have purported to grant an additonal

discrenanary increase of 20 basis points in relaten 1o 2013714 payments 3 decision that BA has challenged which has not been reflected in the IAS 19 assumpuons and has
commenced legal proceedings 1o determine the legiumacy of the addiuonal increase

Rate of increase 1n healthcare costs 1s based on medical trend rates of 70 per cent grading down to 50 per cent aver mine years (2014 7.5 per cant 1o
50 per cent over five years)

tn the UK, mornality rates are calculated using the standard SAPS mortality tables produced by the CMi for APS and NAPS The standard mortalty

tables were selected based on the actual recent mortahty expenence of members and were adjusted to allow for future mortality changes The current
longewvities undertying the values of the schema lrabilives were as follows

UK
Mortality assumptions 2015 2004
Life expectlancy at age 60 for a
- mate currently zged 60 B3 283
- mate currently aged 490 299 298
- female curently aged 60 299 298
- female currently aged 40 314 323

At 31 December 2015, the waighted-average duration of the defined benefit obhigaucn was 12 years for APS {2014 12 years) and 19 years for NAPS
{2014 19 years) In the US, mortality rates were based on the RP-14 mortality tables




31  Employee benefits continued

h Sensitivity analysis
Reasonable possible changes at the reporung date to a sgnificant actuaral assumption, holding other assumpuons constant, would have affected the

present value of scheme babihues by the amounts shown.

Increase i net
£ miflion

pension labiliy
Discount rate {(decrease of 10 basts points) 327
Future salary growth {increase of HJ basis pomts) 61
Future pension growth {(increase of 10 basis pamts) 4
Future mortatity rate - gne year ncrease in ke expectancy 571

Although the analysis does not take o account the full distnbution of cash flows expected under the plan, it does provide an approximation of the
sensitivity of the assumptions shown,

1 Funding

Pension contributions for APS and NAPS were determined by actuanat valuatons made at 31 March 2012 using assumptions and methodologies agreed
beiween the Company and Trustees of each scheme At the date of the actuanal valuation, the actuanal deficiis of APS and NAPS amounied w© £680
rullion and £2,660 rmillion respectively In order to address the deficits m the schemes, BA has also commirted to the following undiscounted deficit
payments

£ milian APS NAPS
within 12 months 55 150
2-5 years 20 756
5-10 years 124 1,411
More than 10 years 78
Total expected deficit payments for APS and NAPS 359 2,435

The Group has determined that the mmum funding requirements set cut abave for APS and NAPS will not be resincied The present value of the
contributions payable 1s expected to be avalable as a refund or 2 reduction in future contributions sfter they are paid into the plan, subject to

withhelding taxes that would be payable by the Trustees This determination has been made independently for each plan. As such, no additional habibity
15 required

Deficit payments 1n respect of local arrangements outside the UK have been determ:nad in accordance with focal pracuce

In total, the Group expects to pay £420 mulhon in employer contnbutions and defict payments to 1ts post-retiremnent benefit plans m 2016 This
includes expected emplayer contnbunions of £61 million 1o APS (of which £55 million relates 1o the funding shortfall) and £340 milhion to NAPS (of
which £150 mdhcn relates to the funding shortfall) This excludes any additional deficit contnbutions that would be required of BA declares dividends in
future years tn excess of payments into the scheme for that year
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32 Contingent habilities and guarantees

2 Contingent Liabilities

The Group and the Company have contingent hizbilines which at 31 December 2015 amounted to ESC mullion (2014 £66 million) These contingent
liabihties include claims and hugation related to operatons and tax affairs.

Regulatory proceedings and fitigation

The Group 1s party to a number of legal proceedings i the English courts relating to a decision by the European Commission 1n 2010 which fined BA
and ten other airline groups for participating n 3 cartel in respect of awr cargo prices The decision was partialiy anriulled as against BA following an

appeal to the general court of the European Umon and BA was advised that the fine would be refunded m full Iz 15 not yet clear what the European
Commussion's next steps will be

The orniginal decision has led to a large number of clasmants seeking, in proceedings brought in the Enghish courts, to recaver damages from BA which
they claim anse from the alleged cartel acuvity It is not possible at this stage to predict the outcome of the proteedings, which BA will vigorously

defend BA has joined the other airhnes alleged to have participated in cartel actvity 1o these proceedings to contribute 10 such damages, If any are
awarded

The Group s also party 10 similar fugaucn n 2 number of other junsdictions, including Germany, the Netheriznds and Canada, together with a number

of other airlines At present, the outcome of the proceedings 1s unknown 1n each case, the precise effect, if any, of the alleged cartalising acuwity on
the ¢laimants will need to be assessed

We are currently unable to determine whether the Group has an exisung abligation as a result of the past event

Taxation

The Group files income and other tax returns in many jursdictions throughout the world Vanious tax authonties are currently exarmiming the Group's
tax returns which contain matters that could be subject to diffenng interpretations of apphicable tax laws and regulations The resolution of tax
positions through negotiations with relevant tax authonues, or through higation, can take several years to complete  While 1t 1s difficult to predict the

ulumate outcome in some cases, the Group does not anucipate that there will be any matenal impact on the Group's financial position or results of
aperauons.

b Guarantees
Hank guarantees

The Group and Company have 1ssuad bank guarantees totalling £35 miflion (2014 £34 muthon) and £35 mullion (2014 £33 million) respectively

Fensions and perpetual preferred securities

The Group and the Company have provided collaterals on certan payments to the Company's pension scheme, APS, triggered in the event of BA's
msalvency, which at 31 December 2015 amounted to £250 million {2014 £250 million) In addiaon, a guarantae amounting to £230 million (2014 £230
mdhion) secured by certain aircraft (see note 12) was issued by a third party in Favour of APS which 1s 2lso triggered in the event of insolvency

The Company has also 1ssued guarantees in respect of the fixed perpetual preferred securities issued by a subsidiary undertaking which amounted to

E219 millien (2014 £236 million) and in relation to statutory audit exemptions that ceftain subsidiary companies are taking  See note 30 for details of
the guarantee provided In respect of the fixed perpetual secunues and note 35 in respect of the audit exempuon guarantes
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33 Related party transactions

The Group and Company had transacuions m the ordmary course of business durmg the year ended 31 December 2015 wath related paries

Group Company
£ million 2015 2014 2015 2014
Parent’
Sales to/purchases on behalf of IAG 55 28 55 38
Purchases from [AG 41 S0 41 50
Amounts owed by IAG 36 7 36 74
Amounts owed 10 JAG 18 13 i8 13
Subsidiary undertakings of the parent
Sales to suhsidiary underizkungs of the parent 37 29 37 29
Purchases an behalf of substdiary undertalungs of the parent 55 29 55 29
Amounts owed by subsidiary undertakings of the parent 303 8 303 8
Amounts owed to subsidary undartalungs of the parent 48 9 48 g
Asyooiates?
Sales to asspCiatass 05 35 305 33
Purchases from asscoates 363 135 363 136
Amounts owed by assocuates 40 i 40 2
Amounts owad 10 3550013185 926 37 926 31
Subsidiaries?
Sales to subsichanies 328 361
Purchasas from subtidianes 163 23
Amounts owed by subsidiaries 388 351
Ameunis owed 10 subsidianas 1,987 2191

* The transactions between the Group and IAG compnse mainly of 3 management fee in respect of services provided by IAG and recharges between the sntes in
respecs of invoices settled on behalf of the cuher party Transacuons with IAG are carned out on 2n arme § length basis

! Sales and purchases with assoctares are Mmade a1 normal market prices and cutstanding balances are unsecured and interest free Cash setdement s expected within
the standard settlement terms

? Outstanding wading balances are placed on inter-company acceunts with no specified cred: penod Laag-term fo3ns awed o and from the Company by subsidiary
undertakings bear market rates of mterest

« Sales to associates and amounts owed by associates in 2014 included £3 million of Avos sales 1o Ibena for BA Group

In addwion, costs borne by the Company on behalf of the Group’s reurement benefit plans ameounted to £5 mithon in relation 1o the Pensian Protection
Fund levy (2014 £5 million)

Neither the Group nor Company have prowided or benefited from any guarantees for any related party receivables or payables Dunng the year ended
3t December 2015 the Group has not made any prowision for doubtful debts relaung to amounts owed by related parties (2014 £nil)

Directors’ and officers’ ioans and transactions

There were no loans or credit transactions with Directors or Officers of the Company at 31 December 2015 or that arose during the year that need to
be disclosed 1n accordance with the requirements of Sections 412 and 413 1o the Compames Act 2006
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34 Post balance sheet event

lt was announced on & Movember 2015 that Ketzh Wilhams and Nick Swift woutd be resigning as Directors of the Company dunng Q1 2016 They will
be replaced by Alex Cruz, Chairman and CEO of Vueling and Steve Gunnirg, CEOQ of IAG Cargo respectively

No other significant events have taken place post the balance sheet date

35 Subsidary zudit exemption

The following companies are exempt from the requirements relatng to the audit of individual accounts for the year ended 31 December 2015 by virtue
of Section 479A of the Compames Act 2006 Briush Airways Leasing Limuzed {04150220), BA and AA Holdings Liruted (03840072}, Bnush Alrways
777 Leasing Limited (04954270), BatAwr Holdings Limited (03537574}, Bntish Airways {BA} Limited (07930613) Bntish Airways Associated Companies
Limited (00590083) BA European Limited {06346489), Briuish Airways Aviomic Engineenng Limited (02775232), Briush Aitways Intenior Engineening
Limited {03105109), British Airways Maintenance Cardiff Limited (02204178), The Plimsoll Line Lamnted (01967358} and Teleflight Limited (03518190}
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Operating and financial statistics

Mot forming part of the audited financiat statements
Year ended 31 December

Total Group continuing operations 2015 2004 2013
Traffic and capacity

Revenue passenger km (RPK) m 142,016 138,431 131333
Available seat km (ASK) m 174,274 170817 161444
Passenger load factor % { K] 8o &3
Cargo tonne km (CTK) m 4,180 4458 4546
Total ravenue tonne km {RTK} m 18,256 18,198 177687
Taotal avadable tanne km (AT m 25477 25,185 24536
Overall faad factor 78 723 724
Passengers carned ‘000 43,323 41515 39950
‘Tonnes of cargo camed 000 664 05 733
Operations

Average manpower equivalent (MPE) 39,304 39710 383592
AS5Ks per MPE 4,434 4304 4183
Aureraft in service at year end 284 279 278
Aurcraft utkisation (average hours per awcraft per day) 10 59 16 44 1081
Punctuality - withun 15 minutes % 78 79 76
Regularty % 991 9§92 956
Financial

Passenger revenue per RPK p 716 755 771
Passenger revenue per ASK p 583 612 527
Cargo revenue per CTK p 1309 1341 1452
Average fuel price {US cents/US galion) 174 44 30150 31484
Operayng margin % 109 83 &2
Operaung margin before exceptional items % ni 83 57
Earmings befare interest tax deprecration, amorasation and rentals {(E2ITDAR) m 2,133 1888 1515
Met debt/tatal capual rauc” % 342 487 445
Total wraffic revenua per ATK p 421 433 447
Toral traffic revenus per ASK <] 61 23 67
Tatal expenditure befare exceptional tems on aperations per ASK p 578 629 667
Total expenditure before exceptional wems on operations exchiding fuet per ASK p 404 423 435
Total expenditure before exceptianal items on operations per ATK p 396 428 433

Operatng stauisuics do notinclude those of associate undertakings and franchisees.
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Fleet table

Number in service with Group compantes at 31 December 2015

On Balance Sheet O Balance Shees Total Total Cranges unce Future Optrons
fixed assets aperaning leases December Dacember Dacamber 2014 delivaries Noia §)
10i5 2014 fHotes 2and 3) (Nate 4)

CONTINUING AIRLINE OPERATIONS
Asrbus A8 2 2

2
Arbus A9 H 13 44 44
Arbus A320 40 26 66 59 7 26 33
Arrbus A3 14 4 18 g W0
Airbus A330
Arbus A350 18 36
Aurbus A3B0 10 10 & 2 2 7
Boeing 737-400 5 {5)
Boemng 747-400 40 40 43 (k)]
Boeing 757-200 1 2 3 3
Boemng 767-300 12 12 14 )]
Boemng 777-200 4i S 46 ¢6
Boemg 777-300 g 3 12 1z
Boeing 787-8 8 8 8 1
Boeing 787-9 5 5 5 6 [
Boeing 787-10 12
Embraer E170 6 6 &
Embraer E190 9 3 12 i 1 2 15
TOTAL CONTINUING OPERATIONS 228 56 284 279 s 87 97
Notes

1 inctudes those operated by British Airways Fic, BA Cityfiyer Limited and OpenSkies SASU

2 Five Boeng 737-400s, three Boeing 747-400s & two Boeing 767-300 aircraft were stood down from service during the perniod

3 Ten Boeng 737-400Cs, three Boeing 747-400s & two Boeing 767-300 arcraft were disposed of during the penod

4 Future deliveries have increased by three Seven Airbus A320s, two Awrbus A380s, five Boeing 787-900s and one Embraer E190 ar¢raft were delivered
durng the pericd Tivee Embraer E-190 arcraft were ordered, 15 A320 farmuly options were converted into firm orders and three orders for Airbus A320
arcraft were converted to Asrbys A325s

S Opuions have decreased by 27 15 Arrbus A320 famly options were converted inio firm orders, ten 787-9 relling apuions expired and we Arbus A320
family opuans were wansferred to anather Group arline




Principal investments
At 31 December 2015

Investments in subsidiaries

The following table includes those pnnapal investments which impact the results or assets of the Group

These subsidianies are wholly-owned except where indicated

Country of
incorporation and
Principal activities registration and
prnapal operabons
BA. and AA Holdings Limited Holding company England
BA Ciyfiyer Limited Aurline operatigns England
BritAur Holdings Limited Holding company England
British Airways 777 Leasing Limited Aurcraft financing England
Bntish Airways Avionic Engineenng Limited Aurcraft maintenance England
British Awrways Eyats Leasiag Limitad! Agreraft financing Bermuda
Britssh Ajrways Holdings Limited Airline finance Jersey
British Asrways Holidays Limited Package holidays England
British Asrways Intenor Engineening Limited Asrcraft maintenance England
British Ayrways Leasing Limited Agrcraft financing England
British Airways Maintenance Cardiff Lirmned Aurcraft mamtenance England
British Midland Asrways Limited® Adine operations England
OpenSkias SASU' Airline operauons France
Speedbud Insurance Company Limied [nsurance Bermuda
The Plimsoll Line Limited Holding company England
Investments In associates
Country of

Percentage of

Prancipal actmties
equity owned P

mcorporation and
principal operations

Avios Group {AGL) Limited 86126 Asrline marketing England

B Opco Holding SL* 1355 Airfine operations Spain

Dunwoody Airhine Services {Holdings) Limited 4000 Holding company England
Available-for-sale investments

Percentage of Country of

equity owned Prncipal acuvines incosporauen and

princtpal operations

Comarr Lrnsted' 11.50 Airline operations South Africa

Internauonal Consolidated Airlines Group S.A ool Aurline operaugns Spain

The Aurhne Group Limited 1668 Aur traffic cantrol England

holding company

! Nat awnad d rectly by Bnosh Airways Plc

73



Glossary

Aurtine operations
Avaitable seat kilometres (ASK)
Available tonne kilometres (ATK)

Cargo tonne klometres (CTK)}

Contnw ng operauons

Discontrnued operatons
EBITDAR
Exceptional 11iems

Gain on bargain purchase
JOLCO

Load factor

Manpower equivalent

Merger

Merger effective date

Net debt

Met debt/total capital ratio
nm

n/a

Operating margin

Overall load factor

Passenger load factor

EETC
Punctuality
Ready-ta-go

Regulanty

Revenue passenger kilomeires {RPK}
Passenger revenue per ASK
Passenger revenue per RPK
Revenue tonne kilometres (RTK)
Total capital

Tota! Group revenue per ASK

Total traffic revenue per ASK

Total wraffic revenue per ATK

This mcludes Bntish Asrways Plc, BA Crtyflyer Limited, Flyline Tele Sales & Services GmbH,
OpenSkies SASU and British Midland Arrways Limited.

The number of seats avalable for sale multiplted by the distance flown.

The number of tonnes of capacity avalable for the carrage of revenue load {passenger and
cargo) muluphed by the distance flown

The number of revenue tonnes of cargo (freight and maif) carried multiphed by the distance flgwn,

The segments af the business that 2re considered to be normal, and expecied to operate in the
foreseeable future.

A discontinued operation 15 3 companent of the entity that has been disposed of or s classified
as held for szle

Earnings before interest, tax, depreciation, amortisation and aircraft rentals

Those items that in management's view need (o be separately disclosed by virtue of their size or
incidence

The excess of fair value of net assets over the consideration paid

|apanese operaung lease with call option.
The percantage relatonship of revenue load carred to capacity available

Number of employees adjusted for part-umne workers, overuma and contractors

The combining of two or more entities through a purchase acquisiion.

21 Janeary 2011, the date British Airways and Ibena signed a merger agreement 10 create
Internanional Airines Group

Loans, finance leases and hire purchase arrangements net of other current inzerest-beanng
depasits and cash and cash equivalents less overdrafts

Net debt as a rauo of total capnal
Not meaningful
Mot appl cable

Operaung profit/ (loss) as a percentage of revenue.
RTK expressed as 2 percentage of ATK

RPK expressed as a percentage of ASK

This 1s the enhanced equipment trust certificate borrowing facility obtained n 2013 and secured
on related aireraft upon drawdown

The industry's standard, measured as the percentage of firights departing wittin 15 minutes of
schedule

The percentage of flights that have the arcraft door being closed three minutas pniar to the
adverused scheduled depanure time

The percentagé of flights completed to fights scheduled, excluding flights cancelled for
commercial reasons.

The number of revenue passengers carned muluplied by the distance flown

Passenger revenue divided by ASK
Passenger revenue divided by RPK.

The revenue load in tonnes muluglied by the distance flawn
Total equuty plus net debr

Total Group revenue divided by ASK.

Revenue from total traffic dnaded by ASIC

Revenue from total traffic dwided by ATIC
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Subsidiary undertakings of British Airways Plc at 31 December 2015

The holdings disclosed concern ordinary shares unless otherwise stated

Name of company

Country of incerporation

BA and AA Holdings Limited England
BA Call Centre India Private Limited {callBA) India

BA, Cityfiyer Limited England
BA European Limited England
BA Healthcare Trust Limited England
BA Number One Limited England
BA Number Two Limited Jersey
Bealine pie England
brubaby Limited England
BntAir Holdings Limited England
British Asrways (BA) Limited England
Briush Airways 777 Leasing Limited England
Briush Airways Associated Companies Limited England
Baush Airways Avionic Engineenng Limited England
Briush Asrways Caputal Limited Jersey
Britesh Airways Ejets Leasing Limited Bermuda
Briush Aurways Employee Benefits Trustees {Jersey) Limited Jersey
8riush Airways Finance (Jersey) Limited Partnership Jersey
Bnush Awways Holdings BV Netherands
Briuish Airways Holdings Limited jersey
Briuish Aurways Holidays Limited England
Brush Airways Interior Engineenng Limited England
Briush Arrways Leasing Limited England
Brush Airways Maintenance Cardiff Limited England
British Airways Pension Trustees (No 2} Limuted England
Brish Awways Plc Employee Share Ownership Trust Jarsey
British Mediterranean Airways Limited England
Briush Midland Asrways Limited England
Bniush Midland Limited England
Deutsche BA Holding GmbH Germany
Drarnond Insurance Company Limited Isle of Man
Flyline Tele Sales & Services GmbH Germany
lihad In¢ usa
Openskigs SASU France
Overseas Air Travel Limited England
Speedbird Insurance Company Limited Bermuda
Teleflight Limited England
The Phmsoll Line Limited England
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