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British Airways Intenor Engineering Limited

Registered No 03109109

Directors’ report

The directors present their report and the audited financial statements for the year ended 31 December
2011

Results and dividends

The profit for the period after taxation amounted to £1,252,000 (9 month pertod ended 31 December
2010 profit of £419,000)

The directors do not propose to pay a final dividend (31 December 2010 £nil)

Principal activity and business review

The Company 1s a2 wholly owned subsicdhary of British Airways Plc (“Britush Airways™) and operates as
part of Intemational Consolidated Airlines Group § A (“IAG”) or (The Group)

The Company's principal activity 1s the refurbishment of British Awrways interior products such as
passenger seats, crew chairs, and other aircraft cabin products such as safety shdes, hfe vests, and survival
packs, as well as cutting carpets to fit all British Airways aircraft  This activity takes place in a dedicated
facihity in South Wales

The Company will continue to invest in developing its product range of nterior product items found cn
British Awrways aircraft  The directors regard this investment as necessary for continuing success 1n the
medwum to long-term future

The directors are not aware, at the date of this report, of any further changes in the Company’s activities in
the next year

As shown 1n the Company’s profit and loss account on page 8, the Company’s sales increased by 52%
over the prior nine month reporting period  Profit after tax has also increased resulting from higher
volumes of other airlines work

The balance sheet on page 9 of the financial statements shows that the Company’s financial position at the
end of the year was consistent, 1n terms of net assets, with the prior year Details of amounts due fiom the
parent company are shown 1n note 10 on page 14

There have been no political or charitable donattons made over £2,000 There have been no significant
events post the balance sheet date

British Airways manages Its engineering operations on a 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 development, performance, or position of the business The
performance of the engineering department of British Airways Plc, which includes this Company, 1s
discussed 1n the Group’s annual report, which does not form part of this report

Change in the financial year

A merger between Bnitish Airways and Iberia Lineas Aereas de Espana (“Tberia”) completed on 21
January 2011 As aresult of this merger, International Conschdated Airhines Group S A (“1AG”) was
formed to hold the interests of both existing arline groups IAG started trading on the London Stock
Exchange, with a secondary histing m Spain, on 24 January 2011 As a consequence, the Company
changed 1ts reporting period to a 31 December year end 1n 2010 The comparative results are the
Company’s financial statements for the nine months ended 31 December 2010




Bntish Airways Interior Engineering Limited

Registered No 03108109

Directors’ report (continued)

Principal rnsks and uncertainties

Competitive pressure in the airline industry could result 1n a downturn 1n the demand for air travel and
anctllary maintenance services The Company manages this risk by providing added value services to all
1ts customers, by always demonstrating a flexible attitude to change and fast response times when meeting
any request for additional or enhanced services

The Company’s sales are generated in the UK and therefore are not exposed to the movement 1n exchange
rates Where purchases are made n foreign currencies for aircraft spares or subcontracting, the Group’s
treasury function manages this risk at a Group level The Company uses British Airways Purchase Ledger
Payment System (POPL) to pay 1ts suppliers

The Company 15 a wholly owned subsidiary of British Airways Ple The Company has no third party
debt

Group risks are discussed in the Group’s annual report which does not form part of this report

Environment

British Airways recognises the importance of its environmental responsibilities, monitors its impact on the
environment, and designs and implements policies to reduce any damage that might be caused by the
Group’s activities  The Company operates n accordance with Group policies, which are described 1n the
Group’s annual report which does not form part of this report  Iniatives designed to mimimise

the Company’s impact on the environment nclude safe disposal of waste, recycling and reducing energy
consumptton

Employees

Details of the number of employees and related costs can be found in note 5 to the financial statements on
page 12

Applications for employment by disabled persons are always fully considered, bearing 1n mind the
aptitudes of the applicant concerned  In the event of members of staff becoming disabled every effort 15
made to ensure that their employment with the Company continues and that appropriate training 1s
arranged It 15 the policy of the Company that the training, career development and promotion of
disabled persons should, as far as possible, be 1dentical with that of other employees

The Company participates tn the Group's pelicies and practices to keep employees informed on mattets
relevant to them as employees through regular meetings and newsletters Employee representatives are
consulted regularly on a wide range of matters affecting theiwr interests

Future developments

It 1s the Company’s intention to continue to provide an aircraft refurbishment service to British Airways
Plc and other airling operators

Directors
The directors who held office during the year, and to the date of this repont were

G Copeland

[ Jago

R Crew

B Currie

J James (appointed 1% Apnl 2011)

J Murray Smith {appointed 1st January 2012)
A Kerswill (resigned 1st January 2012)




British Airways Interior Engineering Limited

Registered No 03109109

Directors’ report (continued)

Liability insurance

Prior to the merger, British Airways Ple purchased insurance against Directors’ and Officers” Liability as
pertnutted by the Companies Act 2006 for the benefit of the directors and officers of its subsidiary
underiakings Since 21 Januvary 2011, the ulnmate parent of the group, 1AG, has held an equivalent policy
covering the [AG Group

Creditor payment policy and practice

It 15 the Company’s policy that payments to all suppliers are made n accordance with those terms and
conditions agreed between the Company and 1ts suppliers, provided that all trading terms and conditions
have been complied wiath  Creditor payment policy 1s net monthly The Company had 23 days of
purchases outstanding at 31 December 2011 (31 December 2010 — 25 days) based on the average daily
amount mvoiced by suppliers, during the year

Directors’ going concern assessment

The Company's turnover 1s principally derived from intercompany transactions with its immediate parent,
British Airways Ple  On the basis of the Directors' assessment of the Company's financial position and of
the enquiries made of the management of British Airways Plc and International Consolidated Airlines
Group S A , the company's immediate and ultimate parent undertaking respectively, the Company's
Directors have a reasonable expectation that the Company will continue n operational existence for the
foreseeable future Thus they contmue to adopt the going concern basis of accounting 1n preparing the
annual financial statements

Auditors

The Company’s auditors, Ernst and Young LLP, will automatically continue n office in accordance with
the terms of appomtment, as per section 487 of the Companies Act 2006

Directors’ statement as to disclosure of information to auditors

The directors who were members of the board at the time of approving the directors’ report are listed on
page | Having made enquiries of fellow directors and of the Company’s audrtors, each of these directors
confirm that

. to the best of each director’s knowledge and belief, there 1s no relevant audit information of which
the Company’s auditors are unaware, and

. each director has taken all the steps a director might reasonably be expected to have taken to be
aware of relevant audit information and to establish that the Company’s auditors are aware of that
information

By order of the board

C Hibbs
Secretary

Date Sk SQ‘PW A0 s
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Statement of directors’ responsibilities in respect of the
financial statements

The directors are responsible for preparing the Directors” Report and the financial statements in
accordance with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law
the directors have elected to prepare the financial statements 1n accordance with United Kingdom
Generally Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law)
Under company law the directors must not approve the financial statements unless they are satisfied that
they give a true and fair view of the state of affairs of the company and the profit or loss of the company
for that period

In preparing these financial statements, the directors are required to

e select suitable accounting policies and then apply them consistently,
¢ make judgments and accounting estimates that are reasonable and prudent,

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

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

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the company’s transactions and disclose with reasonable accuracy at any time the financial
position of the company and enable them to ensure that the financial statements comply with the
Compantes Act 2006 They are also responsible for safeguarding the assets of the company and hence for
taking reasonable steps for the prevention and detection of fraud and nrregularities




Independent auditors’ report
to the members of British Airways Interior Engineering Limited

We have audited the financial statements of British Awrways Interior Engineering Ltd for the year ended
31 December 2011 which comprnise the Profit and Loss Account, the Statement of Total Recognised Gains
and L.osses, the Balance Sheet and the related notes 1 to 18 The financial reporting framework that has
been applied in their preparation 1s applicable law and United Kingdom Accounting Standards (United
Kingdom Generally Accepted Accounting Practice)

This report 1s made solely to the Company's members, as a body, m accordance with Chapter 3 of Part 16
of the Compamies Act 2006 Our audit work has been undertaken so that we mught state to the Cotmnpany's
members those matters we are required to state to them 1n an auditors’ report and for no other purpose To
the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the
Company and the Company's members as a body, for our audit work, for this report, or for the opinions
we have formed

Respective responsibilities of directors and auditor

As explamed more fully n the Directors’ Responsibihities Statement set out on page 5, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and
fair view Our responsibility 1s to audit and express an opinion on the financial statements 1n accordance
with applicable law and International Standards on Auditing (UK and Ireland) Those standards require
us to comply with the Auditing Practices Board’s Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures n the financial statements
sufficient to give reasonable assurance that the financial statements are free from material misstatement,
whether caused by fraud or error  This includes an assessment of whether the accounting policies are
appropriate to the Company’s circumstances and have been consistently applied and adequately disclosed,
the reasonableness of significant accounting estimates made by the directors, and the overall presentation
of the financial statements In addition, we read all the financial and non-financial information n the
directors’ report to 1dentify material inconsistencies with the audited financial staternents [f we become
aware of any apparent material musstatements or inconsistencies we consider the implications for our
report

Opinion on financial statements

In our opinmion the financial statements

¢ give a true and fair view of the state of the Company’s affairs as at 31 December 2011 and of 1ts
profit for the year then ended,

* have been properly prepared n accerdance with Umted Kingdom Generally Accepted
Accounting Practice, and

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

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given in the Directors’ Report for the financial year for which the financial
statements are prepared 1s consistent with the financial statements




Independent auditors’ report
to the shareholders of British Airways intenor Engineering Limited (continued)

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us
to report to you if, in our opinion

s adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches not visited by us, or

e the financial statements are not i agreement with the accounting records and returns, or
s certain disclosures of directors’ remuneration specified by law are not made, or

s we have not recerved all the information and explanations we require for our audit

Crare -0 “nq /

Jane Barwell (Senior Statutory Auditor)
for and on behalf of Ernst & Young LLP, Statutory Auditor
Bristol

Date €4 \5\%069”‘66’ <ol




Registered No 03109109

Profit and loss account
for the year ended 31 December 2011

Turnover
Cost of sales

Gross profit
Administration costs

Profit on ordinary activities before interest and fax
Interest receivable

Profit on ordinary activities before taxation
Taxation

Profit on ordinary activities after taxation

Bntish Airways Interior Engtneering Limited

Year 9 month

ended period

ended

31-Dec 31-Dec

2011 2010

Notes £000 £000
2 24,572 16,211
(20,595) {14,086)

3,977 2,125
(2,741) (1,7117)

3 1,236 408
6 15 6
1,251 414

7 5
14 1,252 419

Statement of total recognised gains and losses

for the year ended 31 December 2011

There have been no recogmised gains or losses in the year other than the profit after taxation of

£1,252,000 (9 month period ended 31 December 2010 Profit of £419,000) All profits above are

attributable to continuing operations
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Registered No 03109109

Balance sheet
at 31 December 2011

Fixed assets
Tangible assets

Current asseis

Stocks

Debtors

Cash at bank and in hand

Creditors amounts falling due within one year

Net current assels

Total assets less current liabilities

Net assets

Capital and reserves
Called up share capital
Profit and loss account

Equity shareholders’ funds

Appraved by the Board

e Oy

24/4//1

G Copeland

Director

Date

British Airways Interior Engineening Limited

Notes

12

2011 2010
£000 £060
223 196
459 903
3,469 1,755
- 1
3,928 2,659
(309) (265)
3,619 2,394
3,842 2,590
3,842 2,590
3,842 2,590
3,842 2,590




British Airways Interior Engineering Limited
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Notes to the financial statements
at 31 December 2011

Accounting policies

Accounting corvention

The financial statements are prepared under the historical cost convention and in accordance with
applicable accountimg standards

Depreciation

Depreciation 15 provided on all tangible fixed assets, at rates calculated 10 write off the cost less estimated
residual value based on prices prevailing at the date of acquisition of each asset evenly over 1ts expected
life, as foliows -

Flant and machirery and computer equipment - Over 4 - 10 vears
Leasehold buildings - Over 10 years
Stocks .

Stocks are stated at the lower of cost and net realisable value, cost beng direct materials and labour plus
attnbutabte overheads hased on a normal level of activiry

Deferred tax

Full provision 1z made for deferred taxation oz al! timing differences that have originated but not reversed
at the batance shect date where transactions or evenis that result 1n an obligation to pay more o a nght to
pay less tax i the future have occurred at the ba'ance sheet date

Deferred taxation: 15 measured on a non discounted bas:s at the tax rates that are e ¢pacted to apply in the
periods 1 which hming differences reverse vased on the tax rates and laws enacted or substantially
enacted at the balance sheet date

Foreign curreficies

Transactions denoted n foreign currencies occurring during the course of the year are translated nto
sterhmg at the rates of exchange prevatling at the dates of these transactions  All exchange differences are
included 1n the profit and loss account  Monetary assets and Labihties denominated 1z foreign currencies
are transtated into sterling at the rate of exchange prevailing at the balance sheei date

Pension benefits

Retirement benefits are payable through New Awrways Pension Schemg, a separatelv funaed pension
scheme operated by British Airways Plc  Contributions to the pension scheme are made on the basis of
independent actuanial advice and charged to the profit and loss account »o as to spread the cost over the
rematirg service lives of the employees

Furthier details of the pension scheme ate given n the financial statements of British Airways Plc

Cash flow statement
The Company has taken advantage of FRS1 (Revised) and not prepared 1ts own cash flow statement

Leasing commitments

Rentals pay able under operating leases are charged in the profit and loss account on a straight hine basis
over the lease term

10




Notes to the financial statements
at 31 December 2011

Turnover and segmental analysis

Turnover, which 1s stated net of value added tax, represents amounts invoiced to third partics  Turnover
for the year has ansen wholly 1n the United Kingdom, and all relates to one continuing actrvity, the repawr
and overhaul of aeroplane interiors

Profit on ordinary activities before interest and taxation
Thus 1s stated atter charging

Year 9 month

ended  period ended

31-Dec 3i-Dec

2011 2010

£000 £000

Depreciation 16 44

Auditors’ teiuneration - audit services 13 12
Directors’ remuneration

Year 9 montn

ended period

ended

31-Dec 3i-Dec

2011 2010

£0040 £000

Directors’ emoluments 104 23

No No
Members of defined benefits scheme 7 7
Directors who are entiticd to shares under Long Term Incentive Plans 7 7

The emoluments for one director were borne by the Company and his emoluments during the period are
shewn sbove Compensation for loss of office 1s paid 1n accordance with the executive director’s service
contract, the contract is terminable on s1x months’ notice  The remaining directors were employed by and
remunerated bv British Airways Fle wn respect of their services to the Group as a whole Therefere these
directors do not receive any remuneration for their services as a director of the Company during the vear
ended 31 Deceraber 2011 (9 month period ended 31 December 2010 £ml}

€

Sever directors qualified for a defined benefit scheme provided by the Company’s parent undertaking
during the reperting period  Full disclosure of this 1s made 1n the financial statements of Brifish Awrways
Plc, which can be found on the website www ragshares com

11




Bntish Airways Inferior Engineenng Limited

Notes to the financial statements
at 31 Decamber 2011

4, Directors’ remuneration (continued)

A T e U 030 SO AP ™ T g, VI k3 R A1 IR R 5 O e ORI Tl N M T 1 e B4 Wyl bt - e e S 2 e L

Mone cf the directors had any :nterest in any shares of British Arrways Interior Engineening Ltd, in
accordance with Schedule 5 of the Large and Medium Sized Companies and Groups (Accounts and
Reports) Regulations 2008 Seven directors participated n the Long term Incentive Schemes of British
Awrways Flc the parent undertaking, including The Long Term Incentive Plan 1996 (LTIPs) and The

Bntish Airways Performnance Share Plan 2005 {PSP)

None of the directors exercised therwr nights under PSP or LTIPs

No other transactions (other than the ones already disclosed) or leans were outstanding with the directors
of the Company at the end of the year, which need to be ¢chsclosed i accordance with section 412 and 413

ot the Companies Act 20056

Staff costs

Year 2 month
ended period
ended
3i-Dec 31-Dec
2011 2016
£000 £000
Wages and salaries 3,643 2,332
Sccial security costs 279 185
Other peasion costs 350 263
4272 2,980

During the year the averags number of staff employed under contracts of service was
Yegr S month
i ended period
ended
3i-Dec vi-Dec
2011 2010

No No

Praduction 151 148
Adminigtration 0 9
160 157

-

5




nitish Airways Interior Engineering Limited
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Notes to the financial statements
at 31 December 2011

Interest
Year G month
ended period
ended
31-Dec 3i1-Dec
2011 2010
1000 £000
Interest receivable from parent undertaking 15 6
Taxation
Analysis of tax credit for the year .
. Year 9 month
endeid period
ended
3i-Dec 31-Dec
2011 2019
£00n £000
Current tax
Tax charge for the year - -
Deferred tax
Accelerated capital allowances H (4)
Prior year adjustment - (1
ey (5)

Factors affecting tax charge for the penod

The current tax charge for the year 18 less than the profit at the standard rate of corporation tax in the UK
of 26 3% (31 December 2010 28%) The differences are explamed below

Year 9 month

ended period

ended

3i-Dec 31-Dec

2011 2010

£000 £000

Profit on ordmary activities before tax 1,251 414
Profit on ordinary activities multiphed by the standard rate of

corporation tax i the UK of 26 5% (21 December 2010 28%) 352 116

Effects of

Depreciation in excess of capital allowances 1 4

Other differences 1 1

Free Group relief from Group members (334) (1213

Current tax charge for the period as above - -
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Notes to the financial statements
at 31 December 2011

Tangibie fixed assets

Cast
At | January 2011
Additions

At 31 December 2011

Depreciunon
At 1 January 2C11
Charge fon the vear -

At 2] Dezcember 2011

Net book vaiue
At 31 December 2013

At ] Tznuary 2011

Stocks

Work 1n progress

Short leasehold  Plani and  Computer

buildings  machinery  equipment Total
£000 £600 £000 £000

1,374 366 87 1,827

- 73 - 13

1,374 43¢ 87 1,909

1,279 282 70 1,631

- 19- ~ 17 i0 46
1,298 299 80 1,677

76 140 7 223

95 84 17 196

2017 2010

£060 £000

459 903

The difference between the purchase price or production cost of stocks and their replacement cosy 1s not

matertal

Debtors .

Amounts due from parent undertaking
Other dehtors
Deferred Taxatwon {note 11)

2007 2010
£000 £000
3,340 1,635
127 99
2 |
1469 1,755

14
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Notes to the financial statements
at 31 December 2011

'

Deferred taxation
The mevements n the deferred tax account n the current and previous years are as follows

2011 2010
£000 £000
{Assets)/provision at the start of the year/period (nH 4
Credat for the year/period (note 7)
- profit and loss {cred:t) for the current year/period () (4)
- profit and loss (credit) for the prior year/period - (1)
Asset at end of year at 25% (31 December 2010 27%) (2) O

»

Deferred taxation at 25% (31 December 2C10 27%) has been fully recognised in the financial statements
as follows

4

20117 2010
£000 £000
Accelerated capital allowances (2} (1)

Further reductions 1n the UK corperation tax rate were substantively enacted in the year The main rate of
corporation tax was reduced from 28% to 26% effective from 1 April 2011 The prevision for deferred
tax on timing differences as at 31 December 2011 was calculated at 25%, the corporation tax rate effectve
from 1 April 2012 as substantively enacted at 31* December 2011 The difference from the application of
25% nstead of 26% for the three month perrod to 31 March 2012 1s not expected to be material The
effect of further planned reductions to the main rate of corporation tax by a further one per cent from |
April 2012 to 24%, and one percent per annum to 22 per cent by 1 Apnil 2014

Creditors: amounts falling due within one year

2011 2010
£000 £000
Accruals 309 265

15
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British Airways interior Engineenng Limited
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Notes to the financial statements
at 31 December 2011

13. Allotted and Issued Share Capital
Allotied, called up

and fully pard
2011 2010
Ordmary shares of £1 each £2 £2
No of ordinary <hares oi" £1 each 2 2
14. Reconcihation of shareholders’ funds and movements en reserves

) Share  Projit and Totu!
carcital Less £900

£060 acconnt

L0006
At 1 Apnii 2010 - 2171 2,17
Profit for the penod - 419 419

At 31 December 2010 - 2,590 Z59

Profit for the year - 1,252 1,252
At 31 December 2011 - 3,845 3,842

15. Other financial commitments

Annual commitments under non-cancellable operating icases are as follows

Butdings Buildings

2011 2010
£000 £000
Greater than five years 432 430

15
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Bntish Airways Interior Engineering Limited
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Notes to the financial statements
at 31 December 2011

Ultimate parent undertaking

The Company’s immediate parent undertaking as at 31 December 2011 was Briush Awrways Ple, a
company registered in England and Wales As at 3i December, the ultimate parent undertaking of the
Company was International Consolidated Airlines Group S A (¥1AG™) which 1s incorporated i Spain
Of the group of which the Company was a member, [AG was the largest undertaking preparing group
financial statements and British Awrways Plc was the smallest undertaking preparing group financial
statements

Copies of the consolidated financial statements of IAG and British Airways Plc can be found on the
website www iagshares com

Pension henefits

The Company's employees are members of the British Airways New Awrways Pension Scheme ("NAPS™)
which 1s closed to new members, and the British Airways Retirement Plan (BARP), which 1s a defined
contribution scheme The assets of these schemes are held 11 a separate trust admmstered fund Benefits
under NATS are based upon final average pensionable pay reduced by an amounr (the "abatement”) not
exceeding one and a half times the Government's lower earnings limit and are sabject to retail price mdex
increases up to a maximum of five per cent in anv one year

Pension contributions in the accounts were set during the March 2009 valnation of NAPS, at this date
assets were £6,096 million, which represented 69 4% of the value of the benefits that had accrued to
members after allowing for assumed mcreases wn earnings

The Company is not able to 1dentify 1ts share of the assets and lhabilities within the NAPS and BARP
scheres on a consistent and reasonable basis Dhisclosures concerning the assets and hiabilities of the
scheme can be found i the financial statements of British Airways Plc, the immediate parent company

Related party disclosures

As the Company 15 a subsidiary undertaking 1t has taken advantage of the exemption permitted by FRS 8
on Relared Party Disclosures and not disclosed details of transactions with other Group undertakings

17



