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TELEFLIGHT LIMITED
Company Number 3518190
DIRECTORS' REPORT

Drrectors Carlos Carbonell-Bamford {resigned 16 December 2010)
Alyson Carswell {resigned 24 Apnl 2010}
Sara Dunham (appointed 6th Apnl 2011)
Neil Evans (resigned 27 Apnl 2010)
Klaus Gosster
Clare Hatchwell (appotnted 27 Apnl 2010 and resigned 31 March 2011)
Lowell Massey (appointed 27 April 2010 and resigned 30 November 2010}
Daniel Norman {appomnted 27 Apnl 2010 and resigned 16th February 2011)
Stephen Priest
Trevor Skerntt (appointed 6th Apnl 2011)
Amanda Amos (appointed 6th Apni 2011)
Donna Czyzewskl (appointed 6th Apnl 2011)

Secretary Kulbinder Dosansh

Registered office Waterside, PO Box 365
Harmondsworth UB7 0GB

The Directors present their report and the audited accounts of Teleflight Limited (the *Company”) for the nine months to 31 December 2010
DIRECTORS

The Directors of the Company as at 31 December 2010 were Klaus Gossler, Clare Hatchwell, Darnel Norman and Stephen Priest.
RESULTS AND DIVIDENDS

The profit after tax amounted to $290,917 (March 2010 Profit $1,734 571) The Directors do not recommend the payment of a final dividend (March
2010 $Nily

PRINCIPAL ACTIVITIES :

The Company, which 1s a wholly owned subsidiary undertaking of British Airways Pic ("Briush Arways"), acts as the only British Awrways call centre in the
the Americas, responding to all selling, information and serwicing customer inguines onginating from the USA, Canada, Latin Amenca and the

Canbbean Durtng the reporting period, 287 individuals were employed on sverage to support the business activities for an operation that runs from
seven days a week, 365 days a year

All revenue 15 earned through a contract with Brtish Airways Plc and calculated based on an agreed rate per call minute  During the nine months
to December 2010, the Company handled 14 million calls at an average handling time of 9 64 minutes per call, which resulted un a total of

13 4 milion ¢all minutes and $16 1 millton total wrnover (March 2010 $210 million 10 12 months) In addition, the Company alse handled the
overspill of calls from UK call centres untl November 2010 for which Bnitish Airways Pl was recharged $253,000

In 2010 Bntish Airways and [bena Lineas Aereas de Espana S.A (“Ibena”) signed a merger zgreement to create a new leading airline group The
merger was completed on 21 January 2011 and International Consolidated Aifines Group SA. (JAG") started trading on the London Stock
Exchange, with a sacondary hisung in Spain, on 24 January 2011, on the same date IAG became the ultimate parent of the Company As a
consequence, Briush Atrways and its subsidianes (“Bntish Airways Group”™) including the Company has changed its reporting penod to a December
year end This set of financial statements has been prepared for the nine months ended 31 December 200 The comparative results are the
Company's published financial statements for the year ended 31 March 2010

The Directors do not expect any changes in the Company's activity in the foreseeable future
STRATEGIC DEVELOPMENTS

In April 2010 the Company Joined the other British Airways global call centres under the Customer Directorate  Since that time the Global Call
Centre (GCC) management teams from both the UK and Jacksonwille have been engaged in activities focused an integrating the Teleflight
business with the other large centers, both operationally and strategically

A major pnonty for the Company this year and moving forward will be to support the call centre needs for the Jomnt Business Agreement (JBA)
with Amencan Aurlines and Ibena, as well as the merger activiues with lberia

Concems about operauonal productivity have escalated in the past two years in particular with regard to Average Handling Time (AHT) as the
Jacksonwille perfarmance i1s now being viewed In companson to the other global call centres System i1ssues and response times have been
highlighted as major contnbuung factor Since jouning GCC, performance comparison tests, reflecting basic system transaction times indicate a

response time difference of up to two minutes when exactly the same activities were performed in Jacksonville and Newcastle Further tests are
currently being performed

It has also been confirmed that the reporting tool used to track Jacksonville call staustics for several years includes data that has not been
reported i AHT numbers for other call centres in the Bntish Airways Group  This has resulted in a reported handiing tme discrepancy of up to 45

seconds for jJacksonville agents For future reporting an agreement has been reached that moving forward Jacksonwille AHT wili be tracked
using the same critena as the other sites

The Company will be launching a comprehensive new agent performance managerment program and tracking too! and a new Management
Performance-Related-Pay Scheme (PRP)that has been tnalled in the first quarter of 201} Undercollecuons (Goodwill Wnte-offs) have also been an
area of focus over the last quarter of 2010 and into 2011 The Company has since seen some improvement in january and February 2011 and it 15
envisaged that the PRP scheme will deliver better AHT times and lower Undercollections

GOING CONCERN

The Directors have a reasonable expectation that the Company has adequate resources to continue i operational existence for the foreseeable future
Thus, the Directors conunue to adopt the going concern basis of accounting in prepanng the annual financial statements

No matenal uncertainties that cast significant doubt about the ability of the Company to continue as a going concerm have been indentfied by the
Dwrectors

POLITICAL AND CHARITABLE CONTRIBUTIONS
Duning the penod, the Company made no poliical of chantable contnbutions (March 2010 $rf)
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EVENTS SINCE THE BALANCE SHEET DATE
Other than the formation of a new ultimate parent company as previously stated, there were no matenal post balance sheet events

LIABILITY INSURANCE
The immediate parent undertaking, Briish Airways Plc, held a Directors’ and Officers' habifity insurance policy covenng the Directors and Officers of its
subsidiary undertakings dunng the reporting penod Since 21 January 2011, IAG holds this policy

AUDITORS

The Company's auditors Ernst and Young LLP, will automaucally continue in office in accordance with the terms of ther appointment, as per
section 487 of the Compames 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 hsted above Hawving made enquines of fellow
Directors and of the Company's auditors, each of these Drrectors confirms that

- to the best of each Dhrector's knowledge and behef, there 1S no relevant audit information of which the Company's auditors are unaware, and

_ each Director has taken all steps a Director might be reasonably expected to have taken in order to make himself aware of any relevant audit
information and to establish that the Company's auditors are aware of that information

By order of the Board

Ao

Secretary
K Doesanjh 26 September 2011
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TELEFLIGHT LIMITED
STATEMENT OF DIRECTORS RESPONSIBILITIES IN RELATION TO FINANCIAL STATEMENTS

The Directors are responsible for preparing the 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 in accordance with United Kingdom Generally Accepted Accounting Practice {United Kingdom Acceunting Standards and
applicable law) Under company law the Directors must not approve the financial statements unless they are sausfied that they give a true and far
view of the state of affairs of the Company and the profit or loss of the Company for that penod

In preparing these financial statements, the Directors are required o
- select suitable accounung policies and then apply them consistently,

- make judgements and estimates that are reasonable and prudent,

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

- prepare the financial statements on the going concern basis unless 1t 15 inappropriate to presume that the Company will continue in 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 Companies 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 other wregulanties
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INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF TELEFLIGHT LIMITED

We have audited the financial statements of Teleflight Limited for the nine month penod ended 31 December 2010 which compnse Profit and Loss
Account, the Balance Sheet, the Statement of Total Recognised Gains and Losses, the Reconeshation of Movements in Shareholders’ Funds and the
related notes 1to 17 The financial reporting framework that has been applhed in their preparation is applicable law and United Kingdom Accounting
Standards (United Kingdom Generally Accepted Accounting Practice)

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

Respective responsibilittes of Directors and Auditors

As explained more fully in the Directors’ Responsibihties Statement (set out on page 3), the Directors are responsible for the preparation of the
financial statements and for being satisfied that they give a true and fair vew Qur responsibility 15 1o audit and express an opinion on the finanoial
statements n accordance with applicable law and International Standards on Audining {UK and Ireland) Those standards require us to comply with
the Auditing Practices Board's {APB s} Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit mivolves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give reasonable assurance that the
financial statements are free from matental misstatement, whether caused by fraud or error This includes an assessment of whether the accounting
policies are appropnate to the Company's circumstances and have been consistently apphed and adequately disclosed the reasonableness of
significant accounting esumates made by the directors, and the overall presentation of the financial statements

Opimon on financial statements

In our opimion the financial statements

* give a true and fair view of the state of the Company's affairs as at 31 December 2010 and of its profit for the penod then ended,
* have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice, and

« have been prepared in accordance with the requirements of the Compantes Act 2006

Opinion on other matters prescribed by the Companies Act 2006

In our opimion the information given in the Directors’ Report for the financial penod for which the financial statements 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 Companies Act 2006 requires us to report to you if, in our opinion

* adequate accounting recerds have not been kept, or returns adequate for our audit have not been received from branches not visited by us, or
* the financial statements are not in agreement with the accounting records and returns, or

» certan disclosures of directors’ remuneration specified by law are not made, or

* we have not received all the information and explanations we require for our audit

ensty Young LLF

Kathryn Barrow (Semor statutory auditor)
for and on behalf of Ernst & Young LLP, Statutory Auditor
London

BO&Q‘IWQQH
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TELEFLIGHT LIMITED

PROFIT AND LOSS ACCOUNT
31 DECEMBER 2010

Note
Turnover
Cost of sales
Operating profit 2
Gamn/{Joss) on foreign exchange
Interest recevable 6
Profit on ordinary activities before tax
Tax on profit on ordinary activities 7

Profit for the financial year

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES

Nine Months to
31 December 2010

12 Months to
31 March 2010

3 $

16,314,953 21,050,246
(16,040,000) {19,194,381)
274,953 1,855,865
28,961 {116,539)
48,466 58,106
352,380 1,797,432
(61,463) (62.861)
290,917 1,734,571

There were no gans or losses other than the profit amounting 1o $290,917 in the mine months to 31 December 2010 (March 2010 $1,734,571)
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TELEFLIGHT LIMITED
BALANCE SHEET
AS AT 31 DECEMBER 2010

31 December 2010 31 March 2010
Note $ 3
FIXED ASSETS
Tangible assets 8 625,925 780,755
625,925 780,755
CURRENT ASSETS
Deferred tax asset 7 273,808 3352N
Debtors 9 12,126,291 1,003,572
Cash and cash equivalents 1,565 4,561
12,401,664 11,343,504
CREDITORS Amounts falling due within one year 10 (1,240,465) (601,555)
NET CURRENT ASSETS 11,161,199 10,741,949
TOTAL ASSETS LESS CURRENT LIABILITIES 11,787,124 11,522,704
CREDITORS Amounts falling due after one year 1 (36,904) (63,401)
NET ASSETS 11,750,220 11,459,303
CAPITAL AND RESERVES
Called up share capital 12 6,000,000 6,000,000
Profit and loss account 13 5,750,220 5,459,303
TOTAL EQUITY 1,750,220 11,459,303

The accounts were approved by the Board of Directors and signed on behalf of the Board

Director  Trevor Skerntt

Date 26 September 2011

Page 6




TELEFLIGHT LIMITED
NOTES TO THE ACCOUNTS
31 DECEMBER 2010

ACCOUNTING POLICIES

Accounting canveniion
The accounts are prepared under the histoncal cost convention and in accordance with all applicable United Kingdom accounting standards

Foreign currencies
The financial statements are denominated in LIS Dollars ($), which 15 the functional currency of the Company The sterling to dollar exchange rate
as at 31 December 2010 was 15527 and the average rate for the nine months ended 31 December 2010 was 15498 (2009 15566)
Normal trading activities denominated in foreign currencies are recorded in sterling at actual rates of exchange as at the date of the
transachion There 1s no retranslation of fixed asset investments

Monetary assets and habiities denominated in currencies other than sterking are translated to sterling rates of exchange ruling at the end of the
financial year All currency gains and losses ansing are included n the profit and loss account.

Turnover -
Turnover represents the invaiced value, net of Value Added Tax, of goods sold and services provided 1o customers
Turnover 1s attnbutable to one continwing acuvity, the handhing of Bntish Airways customer reservation and senacaing calls
and relates solely to the North Amencan and Canbbean geographical market.

Cash flow statement.
Under the provisions of FRS 1 (revised) the Company 15 exempt from the requirement to prepare a cash flow statement,
as 90% or more of the voting nghts are controlled within the Group

Deferred tax
Deferred tax 1s recognised in respect of timing differences that have onginated but not reversed at the balance sheet date where transacuons or
events that result in an obligation to pay more, or a nght to pay less, tax i the future have occurred at the balance sheet date
Deferred tax assets are recogrused where the directors consider it more kikely than not that there will be suitable taxable profits from which the
future reversal of underlying urmung differences can be deducted

Deferred tax i1s measured on a non-discounted basis at the tax rates that are expected to apply in the peniods in which uming differences reverse,
based on tax rates and laws enacted or substantively enacted at the balance sheet date

Tangble Fixed Assets
Tangible fixed assets are stated at cost Depreciation s calculated to wnte off the cost, less esumated residual value, on the straight-line basis

Property i1s depreciated over 1ts expected useful ife subject to a maximum of 50 years
Equipment 15 depreciated over penods ranging from three to 20 years, according to the type of equipment.

Operatng Leases
The rental under an operating lease 1s charged to the profit 2nd loss account on a straight ine basis over the lease term

Interest income
Interest Income 1s recognised as interest accrues using the effective method

Medical hablities

The Company recognises an accrual for habilities incurred but not yet claimed under the Company s medical benefits
arrangements This accrual 1s based on the histancal experence of claims rates

OPERATING PROFIT
Operating profit 15 stated after charging

Nine Months to 12 Months to

31 December 2010 31 March 2010

S $

Depreciation of owned assets 5,319 10,488
Deprectatton of leased assets 149,512 16226
Operating lease costs - Land and bulldings 820,278 1050228

AUDITORS' REMUNERATION
The auditor s remuneratton of $28,000 (March 2010 $28 000) for the audit of the Company accounts has been bome by Brtish Airways Plc

DIRECTORS REMUNERATION

The Directors of the Company were employed and remunerated dunng the pened by Bnush Airways Plc in respect of their services to the Group as
awhole Therefore, the Directors did not receive any remuneration for their services as a Director of the Company dunng the penod ended 31
December 2010 {31 March 2010 $nul)

Five Directors qualified for a defined benefit scheme provided by the Company s parent undertaking dunng the reporung pencd Full disclosure of
this 15 made i the financial statements of Bntsh Airways Plc, which can be found on the website wwwaagshares com One director did not
parucipate In any of the Group's penston schemes and one Director parucipated in a defined benefit scheme established in Germany by the
Company's parent undertaking. One Director paucpated in a2 401K scheme established in the LUUSA by the Company s parent undertaking.

None of the Directors hold any direct interestin any shares of the Company However, in accordance with Schedule 5 of the Large and Medium
Sized Companies and Groups (Accounts and Reparts) Regulations 2008 six directors participated in the Long Term incentive Schemes of Brtish
Aurways Plc, the parent undertaking, including the Long Term incentive Plan 1996 (LTIPs) and/ or the Bnush Airways Performance Share Plan 2005
(PSP)

None of the Dwectors exeraised his/her nghts under the PSP or LTIPs duning the reporting penod

No other transactions (other than the ones already disclosed above) or loans 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 secuon 412 and 413 of the Compames Act 2006
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EMPLOYEE COSTS AND NUMBERS

Wages and salanes
Social secunty costs
Other pension costs

The monthly average number of employees

INTEREST RECEIVABLE

Interest receivable from parent undertaking

TAX

Profit & Loss Account
{a) Analysis of charge/{credit) for the year

Current Tax

Deferred Tax.

Accelerated capital allowances
Previous year adjustment
Rate change effect on closing balances through P&L

TOTAL

TELEFLIGHT LIMITED
NOTES TO THE ACCOUNTS
31 DECEMBER 2010
(Continued}

Nine Months to
31 December 2010

12 Months to
31 March 2010

] $
8,454,077 10,747,852
4,250,459 4,231,688

389,262 286,881
13,093,798 5,266,421
No. No

287 296

Nine months to
31 December 2010

12 Months to
31 March 2010

S $

48,466 58,106

Nine Months to 12 Months to
31 December 2010 3t March 2010
5 $

46,542 65,672

4,780 (2,811)

10,141 -

61,463 62,861

61,463 62,861

(b} Factors affecting tax charge/(credit) for the year

The current tax charge/(credit) for the penod s less than the profit/(loss) at the standard rate of corporation tax in the UK 28% (315t Mar 28%).

The differences are explained below

Nine Months to
31 December 2010

12 Months to
31 March 2010

$ $
Profit an ordinary activities before tax 352,380 1,797,432
Profit/(Loss)on ordinary actnaues muluphed by the standard rate of corparaton tax in the UK of
Effects of
Non taxable income and expenses not deductible for tax purposes 28,048 69,029
Timing differences
Free Group relief to/{from} group members (80,173) (506,638)
Depreciation in excess of /(less than) capital allowances (46,542) (65,672)
Current tax charge/(credst) for the year as above - -
Provision for Deferred Taxation
Nine Months to 12 Months to
31 December 2010 31 March 2010
$ $
Accelerated Capital Allowances (273,808) (330,491)
(273,808) (330,491)
Prowision at start of penod (335,271) (398,137}
P&L charge/(credit) for the penod - current 46,542 65,672
P&L charge/{credit) for the penod - prior 4,780 (2,811)
Rate change effect on closing balances through P&L 10,141 .
Provision at end of penod (273,808) (335,271)
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TELEFUGHT LIMITED
NOTES TO THE ACCOUNTS
31 DECEMBER 2010

TAX (Continued)

{Continued)

The Chancellor announced at the 2011 Budget that starting from 1 Apnl 2011, the rate of Corporation Tax will be reduced to 26% and then by
one per cent for each of the next three years reaching 23% from 2014 In addition the rate of Capital Allowances will be reduced from Apnl
2012 For Plant & Machinery in the general pool, rates will fall to 18% (from 20%) and for long term assets 1o 8% (from 10%) These measures
have not been substantively enacted at the balance sheet date and hence the figures within these financial statements are calculated in
accordance tax rate that was substantively enacted at 31 December 2010 of 27% The effect on the company of the reducton in tax rate to

23% would be to reduce the deferred tax asset by £40,564

TANGIBLE FIXED ASSETS

Cost
Balance at 1 Apnl 2009

Balance at 31 March 2010
Balance at 31 Cecember 2010

Depreciation
Balance at 1 Apni 2009

Charge for the year
Balance at 31 March 2010

Charge for the penod
Balance at 31 December 2010

Net Book Value at 31 December 2010

Net Book Value at 31 March 2010

DEBTORS

Amounts owed by parent undertaking
Amount owed by group undertakings
Prepayments and accrued income

CREDITORS AMOUNTS FALLING DUE WITHIN ONE YEAR

Other creditors
Accruals

CREDITORS AMOUNTS FALLING DUE AFTER ONE YEAR

Qther creditors

Land and buldings

{Leased Assets) Equipment Total
$ $ $
5,248,506 6,688,276 11,536,782
5248506 6,688,276 11,936,782
5,248,506 6,688,276 11,936,782
4,162,623 6,666,690 10,829,313
316,226 10,488 326,14
4478849 6,677,178 11156,027
149,512 5319 154,831
4,628,361 6,682,497 11,310,858
620,145 5,780 625,925
769,657 11,098 780,755

31 December 2010

31 March 2010

$ $
12,035,138 10,768,483
- 59,749

91,153 175,340
12,126,291 11,003,572

31 December 2010

31 March 2010

$ $
645,985 533,469
594,480 68.086
1,240,465 601,555

31 December 2010
)

36,904

31 March 2010
$

63,401

36,904

63,401
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' TELEFLIGHT LIMITED

NOTES TO THE ACCOLINTS
31 DECEMBER 2010
{Conunued}
12 SHARE CAPITAL

31 December 2010 31 March 2010
Number Number
Allotted, called up and fully paid up Ordinary shares of $100 each. 5,000,000 6,000,000
S $
Balance at penod end 6,000,000 6,000,000

RECONCILIATION OF SHAREHOLDERS' FUNDS

AND MOVEMENTS ON RESERVES
EIaIied up Profit &

share capital loss account Total
(3 $ $
At 31 March 2009 6,000,000 3724732 9,724,732
Profit after tax - 1,7345N 1,734,571
At 3t March 2010 6,000,000 5,459,303 11,459,303
Profit after tax - 290917 290,917
At 31 December 2010 6,000,000 5,750,220 11,750,220

15

16

17

PENSION COMMITMENTS

Employees are members of the Teleflight Lmited Defined Contnbunion Savings Plan, the assets and lrabilities of which are
eld outside of the Company Employer's contnbutions charged in the accounts were $214,262 (2010 $286 881)

QOPERATING LEASE COMMITMENTS

At 31 December 2010 the Company had annual commitments under non-cancellable operating leases as set out below

Land and buildings Land and bulldings

31 December 2010 31 March 2010
5 $

Amounts payable within one year relate to commutments expinng as follows.
Within One Year - -
Between 1-5 Years 698,095 -
Greater than § Years - 686,169

RELATED PARTIES

The Company has taken advantage of the exemption in FRS 8 not to disclose related party transactions as the Company 1s wholly owned
by, and controlled wittun the Group

PARENT LUNDERTAKING AND CONTROLLING PARTY

The Company s immediate parent undertaking 15 Bntish Airways Pic

The largest and smallest group in which the results of the Company are consolidated is that headed by Bntish Airways Plc a Company incorporated in
England & Wales Copies of the Group accounts of Briush Airways Plc, which include the Company, can be obtained by wnting to the Secretary, British

Airways Plc, Waterside, PO Box 365, Harmondsworth LB7 0GB or they can be found an the website www 1agshares com

SUBSEQUENT EVENTS

On 21 January 2011, Bntish Airways and Ibena signed a merger agreement to create a new, leading European airline group As a result of the merger,
Internauional Conschdated Airlines Group S.A known as IAG was formed to held the interests of both the existng arine groups 1AG 1s a Spanish

registered company incorporated on 17 December 2009
The regstered address of International Consolidated Airtines Group SA. 15 130 Calle Velazquez, Madnd, 28006, Spain

Page 10




