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British Airways Avionic Engineering Limited
Strategic Report

The Directors present their Strategic Report for the year ended 31 Decembar 2021, British Airways Avionic
Engineering Limited (the "Company”™} is a whally awned subsidiary of British Airways Plc ("BA").

Review of the business

The Company's principal activity is the provision of repair, modification and overhaut services to both BA
and other customers for avionic, galley and interior products. This aciivity takes place in 2 dedicated facility
in South Wales,

The Company's ravenua decraasad by 43.3% (2020: 57.8% decrease) in comparison to the prior year whilst
loss after taxation decreased by £829,000 (35.5%) to a loss of £1,509,000. The reduction of loss was driven
by a decrease in casts.

The Company will continue to invest in maintaining its capability to repair and overhaul avionic units and
palley equipment found on British Airways aircraft, while also leveraging apportunities for efficiencies. The
Directors regard these actions as necessary for cantinuing sticcess in the medium to long term future,

The Directors are not aware, 2t the date of this report, of any further changes in the Company's activities in
the next year,

Principal risks and uncertainties

Competitive prassures and global events could impact the airline industry and result in a downturn in the
demand for air trave!l and engineering repair and overhaul services, The Company manages this risk by
providing added value services to its parent company and main customers, by always demonstrating a
flexible attitude to change, and by providing fast response times when meeting any requests for additional
or enhanced services.

The Company's sales are all generated in the UK and therefore its sales are not exposed to the movement
in exchange rates. Where purchases are made in foreign currencies for aircraft spares, British Airways
Group's {the ‘Group’) treasury function takes out contracts to manage this risk at a Group level.

The Company has no third party debt.
Group risks are discussed in the Groug's anntual report which does not form part of this report,

Key performance indicators

BA manages its engineering operations on & departmental basis. For this reason, the Company's Directors
believe that further key performance indicators for the Company are not necessary or appropriate for an
understanding of the devetopment, performance, or position of the business. The performance of the
enginearing dapartment is key to the overall performance of BA which is discussed in the Group's annual
report, which does not form part of this report.

Future developments

The Directors do not expect any changes in the Company's activity in the foreseeable future. However, to
timprove efficiency and reduce overhead costs, the Company intends to refocate its operations from its
current facility to the estate of anather BA subsidiary, British Airways Maintenance Cardiff Limited. This
move is planned to accur within the next 12 menths.

The Strategic Report was approved by the Board and signed on its behaif by:

%Mﬁ

5. Davies
Director

26 September 70072




British Airways Avionic Engineering Limited
Directors’ Report

The Directors presant their report and financial statements for British Airways Avianic Engineering Limited
for the year ended 31 Dacember 2021

Directors
The Directors who held office during the year, and to the date of this report were:

S, Davies
M. Grant-Stevens {resigned 1 October 2021)
). Mahoney

W, Armstrong (resigned 1 May 2022)
L. Street

A, Caine

B. Parcell (appointed 1 May 2022)

Results and dividends

The loss for the year after taxation amounted to £1,509,000 (2020: £2,338,000 loss). The Directors do
not propose to pay a final dividend (2020: £nif).

Going concern

The Company has received confirmation from its parent company, British Airways Plc (‘BA), that it will
provide financial support to the Company should it be required for a period of 12 months from the date of
approval of these financial statements. Having assessed the intention and ability of BA to provide such
support if required, the Directors have a reasonable expectation that the Company has sufficient liquidity
for the foreseeable future and accordingly the Directars have adopted the going concern basis in preparing
the financial statements for the year ended 31 December 2021,

The Company's financial position is significantly affected by the level of operating activity of BA. The
Directors note the publication of BA's condensed consclidated interim financial statements for the six-
month period ended 30 June 2022, which concluded there was a reasonable expectation that BA has
sufficient liquidity to continue in operational existence over the going concern perfod through to 31
December 2023, and hence continue to adopt the going concern basis. The inclusion of a material
uncertainty for BA, in place since the beginning of the COVID-19 pandemic, was removed for BA's
candensed consolidated interim financial statements for the six-month period ended 30 June 2022, as a
result of the reduction in uncertainty over the going concern period, due to both the continued recovery
subsequent to the COVID-19 pandemic and the strength of BA's liquidity at 30 June 2022

As a consequence of the above information and having made appropriate enquiries of the Directors of BA
on its current financial position, the Directors of the Company consider there is also sufficient liquidity to
continue in operational existence over the going concern period and have removed the inclusion of a
material uncertainty.

Post balance sheet events
There have been no significant events post the balance sheet date.
Corporate respansibility

As the Company matures, sustainability and responsibility have never been more important. Puring the year,
the Company continued to deveiop and embed best practice in corporate governance, socially responsitle
management and environmental sustainability. In doing this, stretching corporate responsibility targets have
bean set and are monitored regularly in order to contribute to the achievement of the Group's targets.

Directors” and Officer's liability insurance

The ultimate parent company of the Group, International Consolidated Airlines Group S.A. (I1AG),
purchases insurance against Directors’ and Officers’ liability as permitted by the Companies Act 2006 for
the banefit of the Diractors and Officers of its subsidiary undertakings,

Employee involvement

The maotivation and commitment of its employees are major contributors to the Company's tong-term
prospects. Internal communications systematically provide emplayaas with information on matters of




British Airways Avionic Engineering Limited
Director’s Report (continued)

Employea involvement (continued)

concern to them. The Campany seeks the ongoing involvement of employaes thraugh its employee
consuitative forum. These forums meet regularly, attended by representatives from the management team
and employes representatives, to discuss issues affecting employees on a day-to-day and {onger-term basis
including Company policies, working arrangements and business initiatives,

Disabled amployees

The Company gives full cansideration to applications for employment from disabled persons where the
person can adequately fulfil the requirements of the job.

Where existing employees become disabled it is the Company's policy, wherever practicable, to provide
continuing employment under normal terms and conditions and to provide training and career
development and promotion wherever appropriate,

The Company participates in the Group's palicies and practices to keep employees informed on matters
relevant to them as employees through regufar meetings and updates. Employee representatives are
consuited regularly on a wide range of matters affecting their interests.

Political donations
During the year, the Company made na political contributicons (2020: £nil).
Statement of Directors’ responsibilities

The Directors are responsible for praparing the Strategic Report, Directors’ Report and the financial
statements in accordance with applicable law and regufations.

Company law requires the Directors to prepare financial statements for each financial year. Under that law
the Directars have elected to prepare the financial statements in accordance with United Kingdom
Generally Accepted Accounting Practice (United Kingdom Accounting Standards, comprising FRS 101
"Reduced Disclosure Framework’ and applicable law). Under company law the directors must not approve
the financial stataments unless they are satizfied that they give a true and fair view of the state of affairs of
the Company and of the profit or loss for that period. In preparing these financial statements, the Directors
are required to:

. selact suitable accounting policies and then apply them consistently;
. make judgments and accounting estimates that are reasonable and prudent;
. prepare the financial statements on the going concern basis unless it is inappropriate to presume

that the Company will continue in business,

The Directors are respansible for keeping adequate accounting records that are sufficient to show and
explain the Company's transactions and disclose with reasonable accuracy at any time the financial position
of the Company and enable them to ensure that the financial statements comply with the Companies Act
2006. They are also responsible for safeguarding the assets of the Company and hence for taking reasonable
steps for tha prevention and detection of fraud and other irregularities.

Directors’ statement as to disclosure of information

The Directors who were members of the board at the time of approving the Directors' Report are listed
on page 4. Having made enguiries of fellow Directors, each of these Directors confirm that:

« the members have not reguired the company to abtain an audit of its accounts for the year in
guestion in accordance with section 476 of the Companies Act 2006; and

s the Directors acknowledge their responsibilities for complying with the requirements of the
Companies Act 2006 with respect 1o accounting records and the preparation of the accounts.

oy



British Airways Avionic Engineering Limited
Director's Report (continued)

The Directors' Report was approved by the Board and signed on its behaif by:

%wﬂ

S, Davies
Director
26 September 2022




British Airways Avionic Engineering Limited

income Statement

For the year ended 31 December 2021

£CCO

Turnover
Cost of sales

Gross (loss)/ profit

Administration costs

Qther income

Operating loss before exceptional items
Exceptional iterns

Operating loss after exceptional items

Interest receivable and similar income
Interest payable

Profit on disposal

f.oss before taxation

Taxation credit
Loss after taxation

Note

5

The notes on pages 10 to 19 form part of these financial statements.

The above resuits are all in respect of continuing operations.

202 2020
7,393 13,036
(7,700) (11956)
&) 1,081
(2,234) (3.719)

188 1,441
2353 (197
. 233
(2353  (3528)
8 32

(99) (127)

543 -
(1,903 (B5672)
393 1,284
(1,509} 2.338]

There is no other comprehensive income {2020; Enil) other than the loss amounting to £1,509,000 (2020
£2,338,000) in the year ended 31 December 2021. Therefore, no separate statement of comprehensive

income has been presented.

~]



British Airways Avionic Engineering Limited

Balance Sheet
As at 31 December 2021

EQCO
Fixed assets
Tangible assets

Right-of-use assets

Current assets
Stocks

Debtors

Total current assets

Creditors: amounts falling due within one year
Net current assets

Total assets less current liabilities

Creditors: amounts falling due after more than one year

Provision for liabilities
Net assets

Capital and reserves
Called up share capital
Profit and loss account
Total equity

Note

10
H

12
13

15
16

2021 2020
229 442
567 1,928
796 2370
72 156
16,066 15,790
16,138 15946
(1,885) {2,305)
14,253 13641
15,049 16,011
(757) (1,491)
(1,280) -
13,012 14,520
5,000 5,000

8,012 5,520
13,012 14520

For the financial year in question the Company was entitled to exemption from audit under section 479a
of the Companies Act 2006 relating ta subsidiary companies.

No members hava required the Company to obtain an audit for the year in question in accordance with

section 476 of the Companies Act 2006,

The Directors acknowledge their responsibility for complying with the requirements of the Act with respect
to accounting records and for the preparation of accounts.

by

/AN

S. Davies

Director

26 September 2022
Registered No; 2775232

The financial staternents on pages 7 to 19 were approved by the Board of Directors and signed on its behalf



British Airways Avionic Engineering Limited

Statement of Changes in Equity
For the year ended 31 December 2021

For the year ended 21 December 2021

£000

Balance at 1 January 2021
Laoss for the year

At 31 December 2021

For the year ended 31 December 2020

ECOQ

Batance at | January 2020
Loss far the year
At 3t December 2020

Called up Profit and Total
share capital loss account shareholders'
funds
5,000 9,520 14,520
- (1,509) (1,509
5,000 8,012 13,012
Calfed up Profit and Total
share capital [oss account shareholders’
funds
5,000 11,858 16,858
- (2,338) {2,338)
5,000 9,520 14,520




British Airways Avionic Engineering Limited
Notes to the financial statements
For the year ended 31 December 2021

1 Authorisation of financial statements and statement of compliance with FRS 101

The financial statements of British Airways Avionic Engineering Limited for the year ended 31 December
2021 were authorised for issue by the Board of Directors on the 26 September 2022 and the Balance Sheet
was signed on the Board's behalf by S. Davies. British Airways Avionic Engineering Limited is a private
company limited by shares and is incorporated in the United Kingdom and registered in England and Wales.

The principal accounting policies adopted by the Company are set out in note 2.

2 Accounting policies
21 Basis of preparation

These financial statements have been prepared in accordance with FRS 101 Reduced Disclosure Framework
and the Companies Act 2006, These financial statements have been prepared under the historical cost
convention.

The Company's financial statements are presented in pound sterling, which is the Company's functional
currency, and all values are rounded to the nearest thousand pounds (E0OC), except where indicated
otherwise.

FRS 101 allows companies to take advantage of certain disclosure exemptions. As allowed under the
standard, the disclosure exemptions under paragraph 8 tc 9 of FRS 101 Reduced Disclosure Framework
have been applied as the Company is a whoily owned subsidiary undertaking of BA whose accounts include
an equivalent disclosure of the following standards:

a) the requirements in paragraph 38 in IAS 1 Presentation of Financial Statements to present

comparative information in respect of:
i.  Paragraph 759{a){iv) of IAS 1
il.  Paragraph 73 (g) of IAS 16 Property, Plant and Equipment, and
ii. Paragraph 118(e) of IAS 38 Intangible Assets,

b) the requirements of paragraphs 10{d), 10(f), 16, 38A-38D, 40A-405S, 111 and 134-136 of IAS 1
Presentation of Financial Statements,

¢} the requirements of {AS 7 Statement af Cash Flows,

d) the requirements of 30 and 31 of |AS 8 Accounting Policies, Changes in Accounting Estimates and
Errors,

@) therequirementsin|AS 24 Related Party Disclostiresto disclose related party transactions entered
into between two or more members of a Group provided that any subsidiary which is 3 party to
the transaction is wholly owned by such a member;

f)  the requirements of paragraphs 13Q(f)(ii), 130(f(ii), 134(d)}-134(f) and 135(c)-135(e} of 1AS 36
Impairment of Assets,

g) the requirements of IFRS 7 Financial Instruments: Disclosures,

h) the requirements of paragraphs 91-99 of IFRS 73 Fair Value Measurement, and

il the requirements of the second sentence of paragraph 110 and paragraphs 113(a), 114, 115, 118,
19(a) to {), 120 to 127 and 129 of IFRS 15 Revenue from Contracts with Customers.

Going concern

The Company has received confirmation from its parent company, British Airways Plc ('BA’), that it will
provide financial support to the Company should it be required for a period of 12 months from the date of
approval of these financial statements. Having assessad the intention and ability of BA to provide such
support if required, the Directors have a reasonable expectation that the Company has sufficient liquidity
for the foreseeable future and accordingly the Directors have adopted the going concern basis in preparing
the financial statements for the year ended 31 December 2021.

The Company's financial posttion is significantly affected by the level of operating activity of BA. The
Directors note the publication of BA's condensed consolidated interim financial statements for the six-
month period ended 30 june 2022, which concluded there was a reasonable expectation that BA has
sufficient liquidity to continue in operational existence over the going concern period through to 31
December 2023, and hence continue to adopt the golng concern basis. The inclusion of a3 material
uncertainty for BA, in place since the beginning of the COVID-19 pandemic, was removed for BA's
condensed consolidated interirn financial staterments for the six-month period ended 30 june 2022, as 3




British Airways Avionic Engineering Limited
Notes to the financial statements
For the year ended 31 December 2021

2 Accounting policies (continued)
21 Basis of preparation {continued)
Going concern (continued)

resuft of the reduction in uncertainty over the going coencern period, due to both the continued recovery
subsequent to the COVID-13 pandemic and the strength of BA's liquidity at 30 june 2022

As a consequence of the above information and having made appropriate enquiries of the Directors of BA
on its current financial position, the Directors of the Company consider there is also sufficient liquidity to
continue in operational existence over the going cancera period and have removed the inclusion of a
material uncertainty.

2.2 Summary of significant accounting policies
Turnover

Turnover is measured at the fair value of the consideration receivad or receivable, and represent amounts
receivable for repair, modification and overhaul services to both BA and other customers for avionic, galley
and interior products, stated net of discounts, returns and value added tax. Turnover is racognised upon
completion of each project.

Exceptional items

Exceptional items are those that in management's view need to be separately disclosed by virtue of their
size or nature and where such presentation is relevant to an understanding of the entity's financial
performance, While management have a defined list of items and a quantitative threshold that would merit
categarisation as exceptional that has been established through historical experience, the company retains
the flexibility to add additional items should their size or nature merit such presentation,

Government grants

Government grants are included within accruals and deferred income in the balance sheet and credited to
the profit and loss account on a systernatic basis over the estimated useful economic lives of the assets to
which they relate or over the periods in which the related costs for which the grants are intended to
compensate are recognised as expenses. Amounts recognised in the profit and foss are presented under
the heading ‘Other income”.

Tangible assets

Tangible assets are held at cost. Depreciation is calculated to write off the cost less estimated residual value
on a straight-line basis, over the economic life of the asset as follows:

Praperty - over lease term {leased), over 20 years (owned)

Equipment - over 10 years

Residual values, where applicable, are reviewed annually a2gainst prevailing market values for equivalently
aged assets and depreciation rates are adjusted accordingly on a prospective basis.

The carrying value is reviewed for impairment when events or changes in circumstances indicate the carrying
value may not be recoverable and the cumulative impairment losses are shown as a reduction in the carrying
value of tangible assets. An assessment as to whether impairment exists is performed at each reporting
date,

Right of use (ROU) assets

Atinception of a contract, an assessment is made as to whether a contractis, of contains, alease. A contract
is, or contains, a lease it the contract canveys the right to control the use of an identified asset for a period
of time in exchange for consideration.

Leases aie recognised as a right of use (RO} asset and a corresponding lease liability at the date at which
the l2ased asset is available for use by the Company.

At the lease commencement date a ROU asset is measured at cost comprising the following: the amount
of the initial measurement of the lease liability; any lease payments made at or before the commencement
date less any lease ircentives received: any initial direct Costs; and restoration costs (o return the asset to
irs original condition.

RN



British Airways Avionic Engineering Limited
Notes to the financial statements
For the year ended 31 December 2021

22  Summary of significant accounting policies (continued)

The ROU asset is depreciated over the shorter of the asset's useful life and the lease term on a straight-line
basis. If ownership of the ROU asset transfers to the Company at the end of the lease term or the cost
reflects the exercise of a purchase option, depreciation is calculated using the estimated useful life of the
asset.

Lease liabilities

Lease liabilities are [nitially measured at their present value, which includes the following lease payments:
fixed payments {including in-substance fixed payments}, less any [ease incentives receivable; variable lease
payiments that are based on an index or a rate; amounts expected to be payable by the Company under
residual value guarantees; the exercise price of a purchase option if the Company is reasonably certain to
exercise that option; payments of penalties for terminating the lease, if the lease term reflects the Company
exarcising that option; and payments to be made under reasanably certain extension opticns.

The lease payments are discounted using the interest rate implicit in the lease. If that rate cannot be
determined, the Group's incremental borrowing rate {s used,

Each lease payment is allocated between the principal and finance cost. The finance cost is charged to the
income statement over the lease period so as to produce a constant periodic rate of interest on the
remaining balance of the lease liability for each periad. After the commencement date, the amount of lease
liabilities is increased to reflect the accretion of interest and reduced for the lease payments made.

The Group has elected not to recagnise ROU assets and lease liabilities for short-term leases that have a
lease term of 12 months or less and those leases of low-value assets. Payments associated with short-term
leases and leases of law-value assets are recognised on a straight line basis as an expense in the income
statement. Short-term leases are leases with a lease term of 12 months or less that do not contain a purchase

option.
Stocks

Stocks are valued at the lower of cost and net realisable value. Such cost Is determined by the weighted
average cost method,

Financial instruments

In accordance with |FRS 9 'Financial Instruments’, financial instruments are recorded initially at fair value.
Subsequent measurement of those instruments at the balance sheet date reftects the designation of the
financial instryment. The Company determines the classification at initial recognition.

Financial assets

Financial assets, which include debtors and cash and bank balances, are initially measured at transaction
price including transactions costs and are subsequently carried at amortised cost using the effective interest
method unless the arrangement constitutes a financing transaction, where the transaction is measured at
the present value of the future receipts discounted at a market rate of interest.

lLoans and receivables are stated at amortised cost less allowances made for expected credit lasses which
approximates fair value given the short dated nature of these assets. An altowance for expected credit
Josses is established based on the calcufation and recognition of lifetime expected credit fosses.

Impairment of financial assets

The Group assesses at each balance sheet date whether & financia! asset or group of financial assets is
impaired. A financial asset is considered impaired if objective evidence indicates that one or more events
that have occurred since the initial recognition of the asset have had 2 negative impact on the estimated
future cash flows of that asset.

An impairment ioss in respect of a financial asset carried at amortised cost is calculated as the difference
between its carrying amount and the present vzlue of the estimated future cash flows discounted at the
assct's original effective interest rate.

12




British Airways Avionic Engineering Limited
Notes to the financial statements
For the year ended 31 December 2021

Financial liabilities

Creditors are recognised initially at transaction price unless the arrangement constitutes a financing
transaction, where the debt instrument is measured at the present value of the future payments discounted
at a market rate of interest.

Derecognition of financial assets and liabilities

A financial asset or liability is generally derecognised when the contract that gives rise to it has been settlad,
sald, cancelled ar has expired,

Where an existing financial liability is replaced by another from the same lender on substantially different
tarms, or the terms of an existing lability are substantially modified, such an exchange or medification is
treated as a derecognition of the original liability and the recognition of a new lizbility, such that the difference
in the respective carrying amounts are recognised in the income statement.

Taxation

Current tax assets and liabilities are measured at the amount &xpected tc be recovered from or paid to the
taxation authorities, based on tax rates and laws that are enacted or substantively enacted at the balance
sheet date.

Deferred income tax is recognised on all temporary differences arising between the tax bases of assets
and liabilities and their carrying amounts in the financial statements, with the following exceptions:

» Where the temporary difference arises from the initial recognition of goodwiil or of an asset ar
liability in a transaction that is not a business combination that at the time of the transaction affects
neither accounting nar taxable profit or loss;

» In respect of taxable temporary differences associated with investments in subsidiaries or
assodiates, where the timing of the reversal of the temporary differances can be controited and it
is probable that the temporary differences will not reverse in the foreseeable future; and

« Deferred income tax assets are recognised only to the extent that it is probable that taxable profit
will be available against which the deductible temporary differances, carriad forward tax credits or
tax losses can be utilised.

Deferred Income tax assets and liabiiities are measured on an undiscounted basis at the tax rates that are
expected to apply when the related asset is realised or liability is settled, based on tax rates and laws enacted
or substantively enacted at the balance sheet date.

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

Interest receivable
interest receivable on debtors is recognised as interest accrues using the effective interest method.
Interest payable

Finance costs are charped to the Income Statement over the term of the debt using the effective interest
methad.

Pension benefits

Most of the Company's employees are members of the British Airways Pension Plan Scheme ("BAPPY), which
is a defined contribution scheme. A defined contribution plan is a pension plan under which the Company
pays fixed contributions into a separate entity. The Company has no legal or constructive abligations te pay
further contributions if the fund does not held sufficient assets to pay all employees the benefits refating to
employee service in the current ard prior periods. Contributions are charged to operating profit as incurred.

Some of the Company's employees are members of the British Alrways New Airways Pension Scheme
("NAPS"), which iz a defined benefit schame and is closed ta new members and future accrual This is a
defined benefit scheme under commaon control, with British Alrways plc being the sponsaring entity. There
is no cuntractual agreement or stated palicy for charging the net definad henefit cost, and accardingly this



British Airways Avionic Engineering Limited
Notes to the financial statements
For the year ended 31 Decetnber 2021

2.2 Summary of significant accounting policies (continued)

scheme is accounted for by the Company as a defined contribution scheme. Disclosures regarding NAPS are
set out in the financial statements of British Airways plc.

Other employee benefits are recognised whean there is deemed to be a present obligation.

Profit and loss reserves

Profit and loss reserves represent the cumulative profit and losses and net distributions to shareholdars,
Share capital

Qrdinary shares are classified as equity.

New standards, amendments and IFRIC interpratations

No new accounting standards, or amendments to accounting standards, or IFRIC interpretations that were
effective for the period ended 31 December 2021, that have had a rmaterial impact on the Company.

Critical accounting judgements and key sources of estimation uncertainty

The preparation of financial statements requires management to make judgements, estimates, and
assumptions that affect the application of policies and report amounts of assets, liabilities, income and
expenses. These judgements, estimates and associated assumptions are based on historical experience and
various other factors believed to be reasonable under the circumstances. In the future results may differ from
judgements and estimates upon which financial information has been prepared. These underlying assumptions
are reviewed on an ongoing basis. Revisions to accounting estimates are recognised in the period in which
the estimate is revised if the revision affects only that period, or in the period of the revision and future
periods if these are also affected.

No critical accounting judgements or key sources of estimation uncertainty are applicable in the year.

3. Audit exemption

The Company is not required to have audited financial statements, in accordance with section 479a of the
Companies Act 2006 relating to subsidiary companies, and has decided to take advantage of this exemption
this year. BA has provided parent guarantee over section 479c of the Companies Act 2006, Therefore, no
amounts have been paid for the audit of the financial statements during the year (2020: Enit),

4. Turnover

Turnover for the year has arisen wholly in the United Kingdom and all relates to one continuing activity, the
repait, medification and overhaul services to both BA and other customers for avionic, galley and interior
products.

5. Operating loss after exceptional items
Operating loss is stated after charging/(crediting):

£000 2021 2020
Depreciation of owned assets 212 388
Depreciation of right of use assets 1,362 593
Employee exceptional costs - 2,33
CIRS credits (188) (1,441}
Stocks recognised as an expense 3,776 __62%

The Coronavirus Jab Retention Scheme {'CJRS’) - recognised as Other income

The CJRS was implemented by the government of the United Kingdom from 1 March 2020 to 31 August
2020, where thase employees designated as being 'furloughed workers' were eligible to have 80 per cent
of their wage costs paid up to a maximum of £2,500 per month.

From 1 September 2020 to 30 September 2020, the level of eligibility reduced to 70 per cent of wage costs
up to a maximum of £2,197.50 per month. From 1 Octeber 2020 to 21 October 2020, the fevel of eligibitity
reduced to 60 per cent of wage costs and up to a maximum of £1,875 per month. Following the introduction




British Airways Avionic Engineering Limited
Notes to the financial statements
For the year ended 31 December 2021

5. Operating loss after exceptional items (continued)

of further lockdown restrictions in the United Kingdem in November 2020, the CJRS was extended from i
November 2020 to 30 November 2020 and then further to 31 March 2027 and then further again to 30
September 2021 with the level of eligibility increased to 80 per cent of wage costs and a maximum of
£2,500 per month through to the end of june 2021, after which the eligibility decreased down each month
to 60 per cent of wage costs and a maximum of £1,875 per month by 30 September 2021, at which time
the CJRS ended.

Such costs are paid by the government to the Company in arrears, but the Company was obliged to continue
to pay the associated secial security costs and employer pension contributions.

6. Directors' remuneration

The Directors of the Company in 2021 were employed and remunerated during the year by BAin respect of
their servicas to the Group as a whole. The qualifying services pravided to the Company by the Directors
were incidental compared to their main roles, therefore the Directors did not receive any remuneration for
their services to the Company during the year ended 31 Decemnber 2021 (2020: £nil).

Buring the year, four Directors (2020: seven) participated in a defined contribution pension scheme provided
by BA. Further details of the defined contribution scheme are included in the financial statements of BA,
which can be found on the website www.iagshares.com.

At 31 December 2021, none of the Directors held any direct interest in any shares of the Company (2020:
none). During the year, five Directors {2020: four) participated in !1AG's Long Term incentive Schemes and
four (2020: none} exercised awards during the year.

No ieans or transactions {other than those already disclosed above) were outstanding with the Directors of
the Company at the end of the year, which need to be disclosed in accordance with the requirements of
section 412 and 413 of the Companies Act 2006.

7. Staff costs

£000 2021 2020
Wages and salaries 2,631 4710
Sccial security costs 216 374
Other pension costs 315 580
3,162 5,664
During the year the number of staff employed under contracts of service was:
2021 2020
No. Na.,
Production 58 N9
Administration o 26 43
84 162
8. Interest receivable and simitar income
£000 2021 2020
Tinterest receivable from group undertakings & 32




British Airways Avionic Engineering Limited
Notes to the financial statements
For the year ended 31 December 2021

9, Taxation

a) Tax on loss on ordinary activities
Tax credit/{charge) in the Income Statement:

£000 2021 2020
Current tax
Movement in respect of current year 441 -
Total current tax 441 -

Detearred tax

Movement in respect of current year (63) 1,013
Movement in respect of prior years {11) 6
Rate change 26 265
Total deferred tax (48) 1,284
Total tax credit 393 1,284
b} Deferred tax
The deferred tax included in the Balance Sheet and the movement in the asset relating to is as follows:
Opening Movement in Closing
balance respect of balance
the current
EOQQ year
Property, plant and equipment 131 (72) 59
Tax lesses carried forward 1173 24 1,197
Total deferred tax 1,304 (48) 1,256

c) Reconciliation of the total tax credit/{charge) in the Income Statement

The total tax credit (2020: credit) is calculated at the standard rate of UK corporation tax. The tax credit
(2020: credit} on the loss for the year to 31 December 2021 is higher (2020; higher} than the expected tax
credit at the UK rate. The Company's effective tax rate is 20.7% (2020: 35.5%) and the differences to the
UK rate are explained below:

£000 2021 2020
Accounting loss before tax _ . {1,901) (3.622)
Tax calculated at the standard rate of corporation tax in the UK of

19.0% (2020: 19.0%) 361 683
Effects of:

Transfer pricing adjustments 17 325
Adjustment in respect of prior years (11} 6
Tax rate changes ) L 26 265
Tax credit in the Income Statement 393 1,284

d) Factors that may affect future tax charges

On March 3, 2021 the UK Chancellor anrounced that legislation would be introduced in the Finance Bill
2021 to set the main rate of carporation tax at 25 per cent fram April 2023, Cn May 24, 2021 the Finance
Bill was substantively enacted, which has led to the remeasurement of deferred tax balances and will
increase the Company's future current tax charge accordingly. As a result of the remeasurement of deferced
tax balznces in the UK entities, a credit of £26,000 is recorded in the Income statement.
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Notes to the financial statements
For the year ended 31 December 2021

10. Tangible assets

EDOO Property Equipment Total

Cost:

At 1january 2021 12,428 11,097 23,525

Disposals o - (3.677) (3877

At 31 December 2021 12428 7,420 19,848

Depreciation:

At 1january 2021 10,408 10,747 21,155

Charge for the yeaar 1,453 121 1,574
_Disposals - (3,677 (3.677)

At 31 December 2021 11,861 7191 19,052

Net book value:

At 31 Decembar 2021 567 229 796

At 31 December 2020 2,020 350 2,370

Analysis as at 31 December 2021

Owned - 229 229

Right of use assets 567 - 567

567 229 796

1. Leases

(3] Amounts recognised in the balance sheet

£000 Property Total

Cost:

At 1January 2021 2,967 2,967

At 31 December 2021 2,967 2,967

Depreciation:

At 1)anuary 2021 1,038 1,038

Charge for the year 1,362 1,362

At 31 December 2021 2,400 2,400

Net book value:

At 31 Daecember 2021 567 567

At 31 December 2020 1,929 1929
£000 Total
Lease liabiliies at 31 December 2020 o o 2197
Repayments (804)
f_nlerest expense o - o 99
Lease liabilities at 31 December2021 o o 1,492
Current 735
Non-current - e L 157

(i) Amounts recognised in the income statement

EQOQ 2021 © 2020

Interast on (ease Habilities 99 127

Depreciation_ 1362 593
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Notes to the financial statements
For the year ended 31 PDecember 2021

12. Stocks
£000 2021 2020
Wark in progress 72 156

13. Debtors

Amounts faling due within one year:
£000 2021 2020
Prepayments and accrued income 79 413
Amount due from group undertakings 14,290 14,073
Corporation tax debtor due from Group undertakings 441 -

14,810 14,486

Amounts due from the group undertakings is interest bearing at the rate of 0.06% (2020: 0.03%}) per annum
and is repayable on demand.

Amounts falling due after more than one year:

£000 2021 2020
Deferred tax asset {note 9} 1,256 1,304
Total debtors 16,066 15,790

14, Creditors; amounts falling due within one year

£000 2021 2019
Trade creditors 1,150 1,599
Lease liability (note 11} 735 706

1,885 2,305

15, Craditors: amounts falling due after more than one year

£000 2021 2020
Lease liability (note 11} 757 1,491

16. Provisions

£00D Dilapidations

Balance at 1 January 2021 - -
Reclassifications 1,280
“Balance at 31 December 2027 7 7 1_,52—36 '

Provision for dilapidations: A provision has been made to make good any changed made to the leased
property during the period of the lease, This provision will be utilised in 2024




British Airways Avionic Engineering Limited
Notes to the financial statements
For the year ended 31 Daecember 2021

17. Share capital

2021 2020
£000 No. £ No. £
Aflotted, calledup and fuflypaid == N
Ovrdinary shares of £1 each 5,000,000 5000 5000,000 5000

18, Related party disclosures

As the Company is a wholly owned subsidiary of BA it has taken advantage of the exemption permitted by
FRS 101 and not disciosed details of transactions with other wholly owned group undertakings.

19. Post balance sheet events

There have been no significant events post the balance sheet date

20, Llitimate parent undertaking and controlling party

The Company's immediate parent undertaking as at 31 December 2021 was BA, a company registered in
England and Wales. As at 31 December 2021, the ultimate parent undertaking and controfting party of the
Company was IAG, which is incorporated in Spain. Of the Group of which the Company is a member, IAG
was the largest undertaking preparing group financial statements and BA was the smailest undertaking
preparing group financiai statements,

Copies of the consolidated financial statements of IAG and BA can be found on the website
www.iagshares.com,



