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Front wover: British Awnweays lnoihed a
stetstyle Fint Class servive on [ March
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Earned pre-tax profits of £268 million.

Completed the integration of British Caledonian
Airways.

Carried almost 25 million passengers and 460,000 tonnes
of cargo.

Introduced a new First Class service, and a new Skyflyers
brand for children.

Ordered 43 new aircraft, worth £1,400 million.

Launched Air Miles, the consumer incentive scheme.

Established the Four Corness chain of leisurc travel
stores.

Acquired an interest in the Covia Partnership.
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BRITISH AIRWAYS
HIGHLIGHTS
OF THE YEAR
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GROUP RESULTS

Turnover

Operating surplus
Profit before taxation
Profic after taxation
Shareholders’ equity

Earnings per share

Dividends per share

£ Milhon PROFIT BEFORF TAXATION £ Mithon
4 500 275
H2% - B 254
1 o ”
1,750 [ 225
1,500 B
= 200
3,259 D
3000 175
1988 1989
Penie DIVIDENDS PER SHARE Pence
A0 775
u
240 qr‘;: 750
23.0 D 725
229 D 700
210 4 D 673
200 D 450
1988 1989
Group Toul Growth
1988-89 195788 L2
Lm 4,257 3,756 13.3
Lm 336 236 42.4
Lm 268 228 17.5
Lm 175 151 15.9
Lm 749 633 18.3
p 24.3 21.0 15.7
P 7.75 6.90 12.3
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Repent £
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1958-89




PASSENGERS CARRIED Milltony CARGO CARRIED Tonne, st

250 ——— Sy

|
|

) I "

R s

A i 20 i .
225

:j 2.0 A B 100

TRAFFIC Group Tuotal Growth

1988-89 198788 2

Available tonne kilometres m 11,868 10,083 17.7
Revenue tonne kilometres m 8,002 6,895 16.1
Passengers carried 000 24,603 23,230 5.9

tonnes 000 459 ) :;; 27.1

Cargo carried

Overal} load factor

{scheduled servicss) 67.0 67.3 ~0.3pts

-
ford

STAFF AND PRODUCTIVITY IAIRLINE ONLY)

Average number of staff 48,760 42,709 142

Available tonne kilometres
per employee

000 2434 236.1 3.1

 _ __  Revenue tonne kilometres
2 ! per employee 000

U

164.1 161.4 1.7




CHAIRMAN'S
STATEMENT

For British Ainways, 1988-1989 was a
Jist class year, Onmee again we achieved
record profits. At £268 million pre-tax,
these are 17,5 per cent better than one
year ago,

Revenues for the year rose to £4,257
million, an increase of 13.3 per cent,
Both passenger and cargo loads were
at record 'zvels, We flew almost 25
million people on our scheduled and
charter serviees during the year, an
increase of nearly 1.5 million on the
year before. The growth of our
cargo business was even faster, We
flew 459,000 ronnes of air freight
and mail, 2n inccease of 27 per cent.

QOur earnings per share rose from
21.0p to 24.3p and your Board is re-
commending a final dividend of
5.25p a share, making a total for the
year of 7.75p a share.

These results speak for thamselves,
They confirm our positon in the
forefront of the world’s airlines in
terms of profitability and grumbers of
international passengers carried, Our
success as a Company has been
reflected also in a number of awards
which we have teceived during the
year for the high levels of customer
service provided for our passengers.

Twelve months age your Company
had recently acquired Brinsh Cale-
dopian, We were seill absorbing the
financial losses of that ailing airline. [
am pieased to say that that process
has been completed, BCal has now
been fully integrated into British
Airways and we have already began
to benefit from che expansion,

The merger has been no casy task.
Unifying the two companies, with
all tire human and operational conse-
quences, and consolidating the com-

bined airline services in Garwick’s
new North Terminal, required an
outstanding effort by management
and staff in many areas. To them, and
to all of our staff throughour the
Company, I extend my thanks and
that of the Board for what have been
myjor contributions to this year’s
results, In recognition of their per-
formance the Board has decided ro
pay an additional weck’s basic pay to
all staff on top of the profic share of
two and a half weeks' basic pay.

In March of chis year we launched a
new style of service for our premier
passengers. We had one clear objec-
tive in mind: that alongside eur Con-
corde service our First Class should
be the best in the world.

We expect our new First Class to do
for as in this most demanding seg-
ment of the market what Club
World and Club Europe have done
for us in the business class market. In
the year since they were launched,
traffic in these classes increased by 31
per cent and 12 per cent respectively,
We believe chat the reaction of the
market to our new First Class will be
equally favourable.

We shall not rest on our laurels, The
search for excellence in quality of
product and improved levels of ser-
vice will be pursued with continuing
vigour, We plan to announce further
enhancements to a number of our
services within the United Kingdom
later this year,

Photo: Snowdon

We aim to provide not only guality
of service but value for money, and
we never forger the iterests of our
sharcholders, We are aware of the
need for constanr attention to costs,
and we shall keep these under close
control,

The year saw a number of changes ac
Board and Senjor Executive level
within  the Company, Gordon
Dunlop took eaxly rerirement after
six years as Chief Financial Officer,
Basil Collins stepped down as a non-
executive Director, also after six
years, and Jim Harris, Director of
Marketing, retired after an outstand-
ing carcer spanning 43 years. I pay
tribute here to all three for the major
role they played in helping to rurn
around a loss-making and ailing busi-
ness into the profitable, well-man-
aged, proud company it is today.

It is a pleasure to welcome 10 the
Board Derck Stevens, as Chief
Financial Officer, and Michael
Angue and the Hon, Charles Price 11
ss non-cxecurive Directors. [ also
welcome Liam Strong, who joined
our Executive Management as Direc-
tor of Marketing,

Our first class results have been
achieved in a difficule period for our
industry as a whole, with airline
safety and security rarely our of the
headlines. Although there is no evi-
dence that our passenger traffic has
suffered as a result, it is natural that
there should be public concern over
these issues,

If there are organisations that ever
take safety and security for granted, 1
can assure you that British Airways is
not one of them, Safety and profit-
ability arc not alternatives. We spare
neither money nor effort to ensure
thar the trust our passengers place in
us is well founded and thar will con-
tinue to be our policy.

With this good recard beftind us, we now
approach the future ~ with confidence
and with entlusiasm,

King of Wartnaby
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REVIEW
OF THE
YEAR

British Awways is the largest carrier of
international scheduled passenger air iraf-

fie in the world. Despite the increasing

constraints imposed by air and ground
congestion at Heatfnow and Ganwick, we
again expanded onr activities o march
the grotwing demand for our services.

SALETY AND SECVIROLY
Bricish  Airways places paramount
importance on safery and security
and supports all initiatives to
improve the industry’s performance
in these areas,

Accidents and  terrorist  sabotage
affecting other aitlines, together
with reports of air traffic congestion
in Europe, heightencd public con-
cern during the year,

Reviews of procedures throughout
the industry have foliowed. The
resule is a safer and more secure civil
aviation environment.

Bricish Airways accepts no compro-
mise where safety and security are
concerned. lts techuical procedures
match and in many cases are more
stringent than those stipulated by the
authorities. Frequently the airline
acts well in advance of official advice
where improvements to procedures
are identified. British Airways’ engi-
neering team and flight crew are
widely regarded in safety circles as
world leaders,

The airline was able to provide assis-
tance to Pan Am after the Lockerbie
tragedy and to DBritish Midland Air-
ways following its accident on the
M1 motorway. In both cases, British
Airways' Emergency  Procedures
Information Centre at Heathrow was
fully activated within  minutes,

Str Colen Marhall, Chie) Execnine

manned by volunteer staff, to handle
telephione calls concerning che pas-
sengers and crew.

In March, the Government’s Air
Accident Investigation Branch pub-
lished its official report into the acci-
dent involving a Bocing 737 of
British Airtours, then the Group's
charter airline, at Manchester in
August 1985,

Every single recommendation relat-
ing to airline operators had already
been addressed by British Airways,
Many had already been implemented
by the airline, Most of those remain-
ing required further research or
development, notably in the area of
smokchoods and water spray sys-
tems. Dritish Airways has been lead-
tng or supporting this research, and
will continue to do so.

British Airways welcomes steps tak-
cn by European Governments to
improve procedures and facilities for
air traffic control, action the airline
had long been advocating,

In April 1989 Mr David Hyde, one
of the Company's most experienced
cxecutives, who has held senior posts
in the Marketing, Operations and
Engincering  Deparements,  was
appointed o the new position of
Director of Safety, Security and the
Environment. Cne of his first tasks
was to carry out a complete review of
the airline’s security operations and
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procedures, vang independent sequr-
ity cansultas,

The appointment of a director with
specific responsibilny  for “greer
issues’” reflects the importance che
Company places on protecting the
environment,  Ground  vehaeles,
wherever possible, have been con-
verted to run on lead-free petrol. In
the air, the new aircraft we arc intro-
ducing are quicter and more fuel
cfficient,

RIST IS FaaR THE YEAR
Group: Profie before tax was [268
miltion compared with £228 million
the year before. After making a tax
provision of £93 million (last year
£77 million) the profit after tax was
£175 million compared with £151
million last year. Earnings per share
was 24.3p compared with 21.0p for
the prior year.

After providing £56 million for the
interim dividend and the recom-
mended Anal dividend outlined in
the Direcrors’ Report (see Page 12)
the remined profit for the year
amounted to £119 million.

Funds generat.d  from  trading
increased from £474 million to
£590 million, an increase of 24.5 per
cent,  Share capital and  reserves
arpounted to (749 million ar 31
March 1989 compared with £633
million a year carlicr. Borrowings
increased from £848 million at 31
March 1988 to £1,108 millien. The
net deberequity ratio is 57:43.

Aidine: Revenue tonne kilometres
increased by 16.1 per cent. Almost
25 million passengers were carried,
an inerease of 5.9 per cont. Capacity
offered in terms of available tonne
kilometres, increased by 17.7 per
cent. The average passenger load fa,-
tor on scheduled services fell margin-
ally from 70,2 per cent lase year to
696 per cent, Overall load factor on
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scheduled servives was 67.0 per vent,
0.3 pomts down on the prior year.

Revenue trom che carriage of passen-
gers and cargo on scheduled services
and  charter  operations  increased
from £3,310 million in the previous
year to £3,899 million. Passenger
yields improved, largely as a result of
our tew Club World and Club
Burope business classes,

Traftic growth overall has been satis-
factory, However the airline resules
for Europe have been disappointing.
Better results a¢ Heathrow have been
more¢ than offser by increased compe-
tition on the routes we fly within
Germany and by che Gatwick ser-
vices we inhericed from BCal, The
results for Europe also reflece the
increased investmene in our regicual
hubs, principally at Manchester and
Birmingham,

Airline expenditure increased by
15.5 per cent. The main increases
were in staff costs, duc to more
employees, handling and catering
costs, because of improved standards,
and commission and other selling
costs. The depreciation charge shows
a significant increase which is mainly
due to the acquisition of the BCal
fleet, but also includes an additional
£24 million which arises from the
flect revaluation that took place at 31
March 1988. Fuel and oil costs,
expressed in sterling, show a small
increese of 5.8 per cent despite an
increase of 17,7 per cent in the
capacity ~fered.

Air traffic control problems exper-
ienced during the year, and particu-
larly last summ=i, had an adverse
impact on our results, Puncruality,
measured in terms of percentage of
fights departing within 15 minutes
of the scheduled time, deteriorated
from 80 per cent last year to 72 per
cene this year. These delays have cost
the airline at least £15 million.

The airlie operating profit amount-
ed to £340 million compared with
£,241 million in 1987-88,

BCal yk
anid oppeirte.
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Nineteen cities joined the neework as
routes previously flown by BCal
transferred to British Airways,

spE e D

New intercontinental  destinations
served during the year were Madeas,
San Diego and Scoul, while services
were  reintroduced  to Baghdad.
Within Europe and the Mediteirane-
an basin, we opencd or teopened ser-
vices from London to Ankara,
Bergen and Malmo.

This expansion, together with an
increase in frequencies on other
routes, placed constraints on airport
capacity and on aircraft availability,
For economic reasons we have with-
drawn services to Malt, Gibralear,
Tunis, Casablanca, Kinshasa and
Dotala,

We hold licences for services to

in Spain, and have plans for intro-
ducing services to both cities.

Frankfurt rejoined the network of
cities served from Berlin by DBritish
Airways® internal German Services.

U RLGIONS
There is a rising demand for sched-
uled air wrvices from regional cirics
in the UK,

We have continue: e expand our
hubs ar Mand ster, Birmingham
and Glasgow, I'o strengthen our

M
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position further, we created Strategic
Business Unies at these three cities,
with a fourth in Berlin, the hub of
our Internal German Services net-
work, Each is headed by a general
manager, and has its own aircraft and
Fesources.

From Manchester, we now operate
scheduled services to Barbados, Bom-
bay, Hong Kong, Islamabad, New
York and Orlando, to 18 destinations
in Continental Europe and ten UK
pomts,

From Birmingham, we now operate
services to Barcelona, Cologne and
Zurich, bringing the number of
scheduled  service  destinations  in
Europe to 13.

In Scotland, the airline’s Highlands
Division introduced che new British
Acrospace  Advanced  Turboprop
(AT aircraft, increasing capacity on
the toutes it scrves. Wick rejoined
the network, and rights have recent-
ly been won to operate between
Edinburgh and Belfast,

Be AL ENTEGIRATION
The early momhs of 1988-89 were
Jargely devoted to the integration of
the operations of BCal, which we
acquired at the beginning of 1988,
into those of British Airways.

This was a major undertaking since
we had to complete not only the
abvious tasks such as changing the
livery and uniforms of aircraft and
staff, but the harmonisation of opera-
tional procedures, training methods
and technical standards involving

Repan & 7
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The prsi of 19
Boung 747-40
on order
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in July 1989




The new
ayle First
Class cabin
fmmm

the world's
Sirst in=flight
persoriatized
video playess
and Royal
Doulton china
and glassware
antong it
wide-ranging
improvements
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thouwsamds of peaple. There were
wevitbly dithculnies at a ume when
ouw resources were alreagy  fully
commteed, bue  thanks to  che
unstnnng effores of seaff at all levels
from both airlines, the sk was
largely completed by the fate sum-
mer of 1988,
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Some 90 per cent of the permanent
UK-based staff of BCal applied to
join British Ajrways. Voluntary sev-
erance and carly retirement enabled
us to achieve our rarger of shedding
2,500 staff from the combined
workforce with no disruption to our
operations,

The Civil Aviation Authority has
1eported to the Secretary of Seare for
Transport *hat we have honoured all
the commirments we made to the
Monopolies and Mergers Commis-
sion in connection with the acquisi-
tion of BCal,

In July 1988, we announced a major
expansion of our activitles at
Gatwick, including a significamt
increase in the passenger and cargo
capacity to be offered in che summer
of 1489, That in turn led o a redis-
reibution of -perations between our
bases at Gatwick and Heathrow. All
Gatwick operations were moved into
the new North Terminal, which
opened in March 1988,

These transfers were accompanied by
p )

2 reallovanon ot arcradr, Al
Gatwick-based BAC One-Elevens
wege eransterred to our Mandhester
atd Birmingham fleers, and cheir
place was taken by a fleet of 14 Boe-
ing 737s, while our Airbus A320s
were transterred from Garwick 1o
Heathrow.
T

b g,

British Airtours, the former British
Airways charter aitline subsidiary,
was renamed Caledonian Airways,

The company carried some one and 2
half million passengers in 1988-89,
and now operates fleets of 1ackheed
TriStar, Boeing 757 and 737 aircraft,

Qur concentration on the .worth
Terminal meant thac it was no long-
er viable to provide Gatwick han-
dling services to other airlines in the
South Terminal. Instead we acquired
a minority shareholding in a new
handling company established chere,
Allied Ogden {Gatwick) Led.

WTARKE 1IN
Early in 1988, we announced a poli-
cy of branding our individual classes
of customer service to ensure 2 dis-
tinctive place in the matket for each,
The first application of this policy,
which had been widely used in con-
sumer goods but which was new to
service industries in Britain, was the

R
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introduction of vur Club World and
Club  Europe clsses of business
travel,

These proved an immediate and sus-
tained success in ¢ highly competi-
tive market, Volume of traffic during
the year increased by 31 per cent in
Club World atad 12 per cent in Club
Europe.

Farly in 1989, we extended our
range of branded services with the
launch of a new First Class service
which we believe to be che best in
the world. Early indications suggest
that we are winning a substantial
additional share of this valuable mar-
ket from our competitors.

Youug passengers, particulatly those
travelling alone, are not only an
important market in their own right,
but they also represent an important
potential source of furure business.
We therefore launched a new range
of facilities for under-18s, called
Skyflyers,

In February, Brinsh Rirways inteos
duced the world's firsu witerpational
passenger in-flighe satellice telephione
service. A number of trials have also
ket place using various person-
st ed video equipment, sffering pas-
g.ogers a choto oF individual
viewing,

The year saw the launch of two
other significant new marketing
ventures.

The first was the inauguration of a
chain of recil leisure stores, under
the name of Four Corners. These
centres, which will replace most of
the traditional British Airways travel
shops in the UK, arc designed to
appeal tw the discriminating individ-
ual purchaser secking a quality holi-
day, They also sell a range of high-
value travel items. By the end of the
financial year we had opened eight
Four Corners shops, and we expeet
to have 60 within two years,

A sccond new venrure, aimed at a
quite Jifferent segment of the leisure
marker, is Air Miles. This schems:
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enables purchasers of a wide range of
goods anl services to collect vouch-
ers, cach of which endittes the pue-
chaser to a mile of travel on our
scheduled air ¢ sevices, To date, some
13,000 retail ontlets in over twa doz-
en product areas have joined the
scheme, and several million people
ate collecting the vouchers. British
Alrways holds a 51 per cent interest
in Air Miles Promotions Led, which
manages the venture,

Elsewhere in the High Strect, the
first of a nationwide chain of British
Airways Travel Clinics was opencd
in Janmary 1989, These franchised
clinics, offering a comprehensive
immunisation service and informa-
tion on some 230 countries and trav-
el-related products, are the fiese all-
inclusive facilivy of their type in the
UK. More than 40 ate planned dur-
ing the next two years.

Qur passengers expect the highest
standards on the ground as well as in
the air. Qur Gatwick London Termi-
nal at Victocia Station, which opened
in the spring of 1988, provides
check-in, bagpage rcception and
lounge facilities for our passengers
travelling to Garwick. The terminal
{s situated directly above the plat-
form used by the Gatwick Express
rai] service,

We also upgraded many of our air-
port facilities worldwide, At John F
Kennedy International Afrport, New
York, where British Airways has its
own terminal, major recorstruction
is under way to prepare for the arri-
val next year of Unitel Airlines,
with whom we ate developing a
highly successful sarenership, British
Airways has alrecady moved into
United’s terminals at Chicago and
Seattle.

These switches permic our transat-
lantic passengers to transfer directly
to a wide range of United domestic
flights. Later this year, new “chrough
cheek-in" facilities will enable pas-
sengers on  cither airline 1o be
checked-in automatically for onward
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comnections by the other achne
when they repert for chie first flight
segment, This arrangement will cov-
er more than 350 destinauons world-
wide across the combined nerworks.

A number of agreements were forged
with other airlines, An “air bridge”
has been established ar Dallas-Fore
Worth, whereby British Airways’
flights from Gatwick connecr daily
with 23 Delea services.

Closer links were established with
Birmingham European Airways {for-
merly Birmingham Executive Air-
ways), which was acquired during
the year by The Plimsoll Line Ltd, in
which British Afrways has a 40 per
cent sharcholding. The Plimsoll Line
Led also wwns Brymon Airways, the
Plymouth-based  regional  carrier
which now serves the new London
City Airporr,

Smoking: In-flight ¢rials and consum-
er research established that on flights
of up to one hour, a substantial
majority of our passengers, including
smokers, preferred  non-smoking
flights, In October 1988, in response
to customer demand, we banned
smoking on domestic services, There
has been no adverse effect on our
business,

Since our policy is based encirely on
the wishes of cur customers, and
since there is mo evidence of strong
support for a ban on longer flights,
we have no present plans for
extending che policy,

Customer relations: In March, British
Airways staged a Customer Forum,
the firse of its kind, at which 150 of
the airline's leading customers in the
UK were invited to a conference
near Heatlirow at whigh they heard
about the airline’s plans and policics
from its top managers and had an
opportunity to put their own ques-
tions and comments,

Sponsorship: A complete review of
British Airways’ policy on sponsor-
ship was carried out during the year.
As a resulg, the airline is concentrar-

oy
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ing s oftorts in thes field on twa
projects. We have become 2 corp-
orate sponsor of the Save the Clul-
dren Fund and are commuteed to rais-
ing at least L1 million for the
charity, This is on top of an dona-
tions the airline may make 1 other
charities. (See Directors' Report,
Page 13).

The airline has also entered a three-

year agreement to sponsor a series of
International  Contemporary  Art
Fairs in London, Los Angeles and
Tokyo.

Regtilation: British Alrways believes
that the consumer will be better
served by the airline industry if liber-
alisation is extended right around the
world, The Company is pressing for
fewer regulations which restrict our
ability to offer our customers the ser-
vice they desire. Liberalisation must,
however, be on an equal basis for all
parties,

C ARG
During te  year, we carried 459,000
tonnes of cargo on our scheduled ser-

vices, carning revenue of more than
£340 million.

In conjunction with Singapore Air-
lines, we introduced a weekly Boe-
ing 747 freighter service to the Far
East, though the bulk of our cargo
continues to move in the holds of
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our passenger areralt and in the car-
go vompartments of our flect of
Hoeing 747 “Combi™  passen-
ger fireigher aeralt,

We agan expanded oor network of
European road haulage “hubs by
opening A new cargo  base ac
Lyon, France, We now have thret
such hubs, feeding cargo from :ll
over Europe on to our Heathrow

New seat-back
video siteens
affering ¢ ihorce
of vewing

have been
uccenfrully
arialled in
fonghand Ecouomy
Clasy abing

e
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and Gaewick-based intercontinental
services.

We inaugurated a new £3 million
cargo  handling  system  at  our
Garwick cargocentre and the former
BCal cargo rerminal was also sub-
stantially modernised in the course of
integrating the two systems.

Al RATT BT D
We took important steps to ensure
that our future aircraft fleet will
remain one of the most modern and
efficient in che world.

The first of ten Airbus A320s, origi-
nally ordered by BCal, was delivered
in April 1988, It entered service on
the Garwick~-Geneva route in May, It
and three others are now flying on
charthaul services from Heathrow.
Three more are scheduled for deliv-
ery shortly.

The first of 19 new Boeing 747-400s
was originally due for delivery in

March 1989, However, the manglics
turer cestheduled dts peaduction pro-
gramme for chis aireraft type at the
beginning of 1989, and chis has
delayed the introduction of our Boe-
ing 747-400 services until July 1989,
This has meant extensive reworking
of our pragramme for summer 1989,

The 400 is a significancly impraved,
new version of the 747 which for
many years has formed che backbone
of vur inrercontinental fleer. Among
many other hew featurcs. it incorpo-
rares advanced aviomics and flight
l'l'lﬂllﬂgcmt'llt Systcmﬂ.

The version of the 400 ordered by
British Airways is powcred by four
Rolls-Royce RB211-824H enpines,
and can carry up to 386 passcugers
on journeys of over 7,000 miles.

In September, we leased tour new
Boeing 737-300s from the Danish
Macrsk group for two years to pro-
vide additional capacity on our
domestic and European services.

We aleo took delivery of six more
Bocing 757s in fulfilment of carlier
orders,

The first of cight Bricish Acrospaca
ATP rurboprop aireraft entered Ler-
vice in January 1989, The ATP, a
twii-engined 64-seater, is based in
Scotland and is used principally on
regional and domestic services and
on our Internal German Services.

In Ocrober, we anneunced plans to
acquire at least 31 new Bocing air-
craft, with a capital value of over £1
billion. (See Directors’ Report, Page
12).

These aircrafe will give us not only a
very cfficient fleet but a very flexible
one. This flexibility, which will
emable us to match our future flect to
the demands of the market in both
aircraft pumbers and seating capacity,
was one of the principal advantages
that led us to choose Bocing aircraft
in preference o those from other
manufacturers,

Skyphane,
the uwr s first
imternatiyial
passouger
inflighe
satcifiie

teleplone ¥

e Y
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The siwady expansion of our fleet
calls for fiighe crews of the highest
cahibre and for the maost up-to-date
traming procedures.

The imtroduction of the Boving 747-
400 has called for an excrmsirally
large pilat wraining - and
for an expansion of ow. train-
ing facilities, already among the most
maodern in the world. A Bocing 747-
400 flighe simulate~ installed at our
Cranebank  training centre, near
Heathrow, is engaged in training
more than 300 pilots for the new
fleet,

We are also spensoring the flying
training of young men and women
who will form the Brivsh Airways
pilat force of the fucure.

Some 160 a year will be trained ac
Prestwick, Scotland. The first group
of these British Airways caders
received their wings in March 1989,
They will join the airline as fully
trained co-pilots later in the year.

A furcher 255 cadets will be trained
at Kidlington, Oxfordshire, over a
three-year period. These training
programmes, together with a limnited
sumber of direct-entry pilots, will
meet our flight crew needs for the
foresceable furure,

T NGINEERING
We continued to expand our engi-
neering  facilities to  march  the
demands of our growing flect.

In June 1988, we announced plans
for a new test bed at our engine over-
haul plane ar Nanegarw, South
Wales. This will bring to meore than
£40 million the sum that we shall
have spent over a vwo-year period to
expand the facility. The plant, which
15 one of the world’s leading jet
engine overhaul centres, maintains a

k -
. L5
R X



wide range ot engines, not anly for
Brrssh Awrwass bue tor many of the
world's ocher atrlines and air forces,

tn November, a new aircraft parating
phint was commissioned a¢ Fleath-
row, This will substantrally reduce
both the tune and cost involved in
paiutitg our feer,

A uew cagineering  hangar  wa
acquited  at Aberdeen to provide
mauntenance  ficilities for  locally-
based HIS 748 aireraft of our High-
lands Division. in Bumingham, we
completed a £300,000 modernisa-
tion of our engincering base to
accommne-lare an enlirged feer of
locally-based BAC One-Elevens.

NS S L
A site at Ruislip - once the headquar-
ters of British European Airways - is
being redeveloped by the Group as 4
business park, at a cost of £20 mil-
tion. The premizes will be ocenpied
by our own staff,

The furmer BCal headquarters at
Garwick has been vacated and is now
for sale,

Since the end of the financial year,
British  Alrvays fild for outline
planning  permission to build 2
new  corporate  headquarters  near
Heathrow. This development would
benefit the Company substantially,
by bringing together head office
management and staff currently scat-
tered in several buildings in a num-
ber of locations.

A TR PRV BN B BRI AL 1 N |
Managemens Jevel ;pment and oo,
all staff aining remains an im-
portant objective. The Developmene
for Excellence programme enables
senjor managets to attend the world’s
leading business schools, besides fea-
turing opportunities for saff to seudy
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um-howse towards Master of Business
Admimaration degrees and Dipio-
mas tn Supervhory Management,

Two  of airlime’s  oraining
programnes  received  naional
awards. The Catalyst programme,
aimed at increasing  managemen:
awareness of information technolo-
gy, received a Silver Award in the
Computer Weekly Training Awards,
and a series of video films, People of
the World, designed to promote cul-
tural awareness among cabin crew.,
won a National Training Award,

the

LRIV EE

British Airways is one of rhe princi-
pal parters in The Galileo Company
Led, an international comsortium
which is developing one of the
world’s most advanced airline com-
puter  reservations  and  business
systems.

During the year, Galileo established
its headquarters ac Swindon, Wile-
shire. The company's main product
is now on trial with some 30 travel
agents in che UK alone, with further
trials also well advanced in 2 number
of other countries. Further develop-
ment of the system is continuing
rapidly.

SPUE DA THIGHI TS, Fo it e s

AT A AR
Special flights: A Brivish  Airways
Concorde was chartered to carry Her
Majesty The Queen, accompanied by
HRH The Duke of Edinburgh, from
Heathrow to Barbados and back for
celebrations marking the anniversary
of wme founding of the Bajan
Parliament,

In December 1988, a British Airways
Boeing 757 made a special flighe o
Armenia, carrying 15 vonnes of med-
ical supplies for the ictims of the
Armenian carthquake disaster,

Homgars Jn sle Queen’s Barchday
Honoursan pine 1988, Capran Bn1-
an Walpole, at that aime General
Mamager of the Boish Airways Cons
sarde fleer, recewed the OBE Mps
Betty Cameron, Prindpal Nursing
Officer ot Brirish Airways Health:
Services, received the MBE,

In the 1989 New ¥ear Fonours, Mr
Gordon Benlep, formerly Chief
Financial Officer anid a Member o
the British Airways Board, recejved
the CBE, Mr Victor Bawab, formerly
Manager  Lebanon, received  the
MBE.

Awards: Onee again, British Airways
received 3 number of awards for
excellence from leading travel trade
organisations and publications.

In September 1988, readers of Busi-
ness ‘Traveller magazine voted Brir-
ish Airways the Worlds  Best
Airhme, while readers of Executjve
Travel magazine voted us Airfine of
the Year and named our Club World
best airline business class worldwide.

For the fourth year running, the
leading trade  publicadon  Travel
News awirded British Airways its
Silver Globe for the bese airline. For
the ffth year in succession, the Scot-
tish Passenger Agents’ Association
named o Jrline Principal of the
Year,

The leading aviation nwgazine in the
USA, Air Transport W seld, selected
British Airways for ws 1988 Passen-
ger Serrice Award,

It has been a year of consolidation and
great progress, Our aiwe remains to be the
best and wast successfid airline in the
warld,

Sir Colin Marshall
Chief Exeantive
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DIRECTQRS'
REPORT

The Directors have pleasutre in presenting
their Report and Acconnts for the pear
ended 3¢ March 1989, Tle acconnts are
set out on Dages 18 to 37,

PRITG TRAY A TIVIELE

The main activities of Dritish Air-
ways Plc and its subsidiaries are the
operation of international  and
domestic scheduled and chareer air
services for the cardage of passen-
gers, freight and mail, the provision
of ancilliary aitline services, and the
operation of package  holiday
businesses.

The management of British Airways’
retail travel business in the United
Kingdom has been transferred to
British Airways Enterprises Led, a
wholly owned subsidiary. This com-
pany is establishing an independent
chain of lefsure cravel stores crading
under the name Four Corners.

RESUH E= OO THE YTAR
Profir after raxation, attributable to
members of British Airways Ple,
amounked to £175 million, againse
£151 million in 1988. The Board
reccommends 2 final dividend of
5.25p per share, payable on 28 July
1989, giving a total dividend for the
year of 7.75p per share (1988: 6.90p
per share). After providing £56 mil-
lion for dividends, the retained profit
for the year amounted to [119
million,

A AT ORDERS
Eight twin-engined British Acro-
space Advanced Turboprop aircrafe
were ordered during the year, with

options lor 2 fusther cight aircralt.
Three more Bocing 747-400s were
also ordered, making the towl com-
mitment for this cype of aircrate 19,
A further order was placed for one
Boemg 757 during the year,

In addition, a Memorandum  of
Understanding was signed with Boe-
ing for che supply of 24 Bocing 7375,
six Boeing 767s and one Boeing 757.
Options have also been placed on a
further 11 Boeing 737s, six Bocing
767s and one Boeing 757. A mini-
mum of nine of these oprions will he
taken up.

The combined value of aircmfi
ordered in the year amounted to
some £1,400 million. It is intended
to acquire a number of these aircraft
on  extended  operating  lease
arrangements.

British Airways has been released
from a commitment to purchase the
McDonnell Douglas MD-11 aircraft
inherited from BCal and a setdement
lhas been made,

AIRCRATT FEEREE CHANGLY
During the year, four Airbus A320,
six Boeing 757 and four BAc ATD
aireraft were delivered to the airline.
All of the Airbus A320s and Bocing
7575 were purchased. The BAe ATPs
were acquired on extendible operac-
ing lease arrangements. A number of
aircraft have been acquired on short
term lease arrangements,

The flect of five BAC One-Eleven
200 aircraft were withdrawn from
service at the end of the summer and
are currently awaiting disposal.

Details of the aircraft flects av 3t
March 1989, showing those in ser-
vice and those on order together
with options, are set out on page 45,

b ESTMIRTS
The US Department of Transporta-
approved

tion British  Airways’

invesement of $113 milhon {repre-
senting an effective holdmg of 11 per
cent) in the Covia DParmership,
which operates the Apollo advanced
camputerised reservations system in
the USA,

British Airways also subscribed to 51
per cent of the shares in Air Miles
Travel Promotions Ltd. (See Page 6),

Early in the year the 50 per cent
holding in Cal-Air International Ltd
was sold to the Rank Organisation

for £10 million.

LR Iy
During the year £100 million was
raised by way of a 20-year Euro-
sterling bond issue, with a coupon of
107/, per cent repayable in 2008 and
£#43 million by way ofa 10-year Yen
loan swapped inte fixed rate sterling
at 10,18 per cent ry svable in 1998,
The proceeds ot chese issues were
used for general corporate purposes.

A five-year £400 million Multiple
Oprion Facility (including a commit-
ted portion of £300 million) was
arranged during the year to meet
working capital needs from time to
time. At 31 March 1989 drawings
totalling £181 million were out-
standing under the facility.

B2t X A8 AN

Two Members of the Board retired
during the year. Mr Basil Collins
CBE rctired in 1988. Mr Gordon
Dunlop CBE, Chief Financial
Officer, retived from his executive
post in December 1988 and from the
Board in March 1989,

Mr Michael Angus, Chairman of
Unilever Ple, joined the Board as a
non-executive Member in September
1988, Mr Derek Stevens, formerly
Finance Director of TSB Group Ple,.
joined the Board in February 1989
on his appointment as Chief Finan-
cial Officer in suceession to Mr




Dnlop, The Hon, Charles Price 11,
former US Ambassador to the Unit-
ed Kingdom, joined the Board in
April 1989,

The names and details of the Diree-
tors are set out on Page 14, The
Direcrors retiring by rotation are Sir
Francis Kennedy and Captain Jack
Jessop, Both being cligible offer
themselves for re-election at che
Aunual General Meeting,

Details of the Dircctors' interests,
including options granted o Execu-
tive Directors, are given on Page 47,

RIS 3 I R I RV L |
During the year the Company con-
tinued to encourage teamwork and
communication berween all of its
employees in the running of the bus-
iness. The To Be The Best pro-
gramime, in which sli staff were
invited to participate, has been virtu-
ally completed. This programme, the
latest in the Customer First series,
concentrated on secking trom seaff
ways of improving the effectiveness
of their functions and alse determin-
ing how to tackle competitive pres-
sures in a positive manner,

Consultation continues to take place
through management and  trade
union committees at varying levels
within the Company where a wide
range of business and employment
issues are discussed,

The Company operates a staff sug-
gestion scheme, Braimwvaves, which
acknowledges original workable sug-
gestions with rewards ranging [rom
£10 to £10,000 per suggestion.
Awards totalling more than £92,000
were shared by 476 staff during the
year. The benefie of their suggestions
to the Company was around
£850,000, of which two-thirds will
be on-going.

Dritish Airnwvays News, which provides
up to date information to staff on
what is happening in the Group, is
issued free cach week.

[he Profic Shanng Share Scheme
which was first introduced in respect
of the 1983-84 year condnued in
respect of 1988-89 although the
Board decided to amend certain of its
basic  parameters,  Every  eligible
employee will be entitded to partici-
pate in the Scheme in respect of prof-
it share of just over 2% weeks® basic
pay which can be used by the Trust-
ces of the Scheme to acquire shares
to be appropriated to the pardcipants
and held in trust in accordance with
the Scheme. The Board intends ro
make an equivalent cash payment to
those ¢ligible employees not wishing
or able to participate in the Scheme,

The Savings Related Share Option
Scheme has now been  operated
twice. Staff are able to save amounts
of between £10 and £100 3 month
and after five years will have the
option of purchasing shares, with the
moeney saved, ac the prescribed price
of 161p for the first operation and
135p for the second operation, or
have the money refunded with inter-
est. We are secking to amend the
Scheme to allow savings of up to
£150 2 montl, in line with she
Finance Bill 1989,

IYSARLED PRIR-SES

British Airways’ policy is to promote
equal opportunity in employment,
regardless of physical or menal disa-
bility, subject only to capability and
suitability for the task in question
and the requirements of law, We
seck to encourage disabled people to
join the Company, remain in its
employment and retire on the same
terms as other employees. Wherever
possible, staff who become disabled
during employment are  provided
with an alternative job that makes
full use of their capabilities.

PSRN RBEDL AT el L e Al
okl JRITYE L e,
Charitable donations made by che

Group dunny the year amounted 1o
,{:3?_3.5()0 (1988; LZUI,UUU), of
which the fargest domations were to
Cancer Relief and o the Skin Treat-
ment and Research Trust,

A contnibution of £40,000 was made
to the Conservauve Party (1988:
£50,000).

WP BRI DG E #IE ST -

A special resolution to renew the
existing auchority of the Direcrors
to allot shares under Article 11(B)
of the Company's Articles of Asso-
clation is contained in the Notice of
Annval General Meeting on Page 48
and explained in detail on Page 49,

The Stock Exchange no longer
requires as hitherto the consent of
sharcholders of the Company to each
specific issue of shares for cash made
otherwise than ro existing sharchold-
ers in proportion to their existing
sharcholding, provided such share-
holders have given the necessary
general authority.

CTONE CMPANY STATEY
The Company is not a close com-
pany within the meaning of the
Income and Corporation Taxes Act
1970 and this position has not
changed since the end of the finan-
cial year.

AU LRy

The auditors, Emst & Whinney,
have indicated their willingness to
continue in office and a resolution
proposing their reappointment and
authorising the Directors to deter-
mine their remuneration will be pro-
posed at the Annual  General
Meeting,
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GENERAL
INFORMATION

FUNADNG TAL ¢ AbpM) Al
Financial year end 31 March 1989

Sixth Aunval General
Meeting 17 July 1989

1988-89 final dividend
payable 28 fuly 1989

AMNODNCEMENT oo f98y au
RESUIF IS AND DIVIDENDS

First quarter results
to 30 June 1989 August 1989

Sccond uarter results
to 30 Seprember 1989 November 1988

Interim dividend November 1989
{payable Jamary 1990}

Third quarrer resnlts
to 31 December 1989 Febriwary 1990

Preliminary

announcerient wiid May 1990
Report and Accounts June 1990
Final dividend June 1990

{poyable fuly 1990}
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Revenne Pavenger RKilomerres (REK] The
product of passengers carsied and ahe dis-
tance over which they are carried,

Revenpe Tonne Kifometses (RTR) The
product of revenue load in tonnes and the
distance over which it is carried,

Avaifable Sear Kifometres (ASK) The prod-
uct of seats offered for sale and the dis-
tance over whicli chey are carried,

Available Tonne Kilomewes (ATK} The
measure of tramsport production. The
available toune kilometres produced by a
flight are the capacity for payload of the
aireraft measured in tonnes (2,204 [b),
mudtiplied by die distance flown,

Load Factor The percentage refationship of
reventie load enrried 1o capocity provided.
The overall load factor relates RTK to
ATK. The passenger load factor relates
RPK 10 ASK.

Break-even Load Factor The load factor
required to equate scheduled craffie reve-
nue with operating cosis, asswming that
the operating surplus of  companics
licensed to openate scheduled services is

ateributed entirely 1o those services.

Punernality The percentage of flights
departing within 13 minuces of schedule,

Regalarity ‘The percentage of flights com-
pleted to flights scheduled ~ excluding
flights cancelled for commercial reasous,
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Aircraft flect 45
Five year operating statistics 46

REBPORT QF THE AU TORS
TO) THE MFMBERS OF
BRIIISH ATRWAYS Ph

We have audited the accounts set out
on Pages 18 to 37 in accordance with
approved auditing standards, The
accounts have been prepared under
the historical cost convention as
explained in the accounting policies.

In our opinion the accounts give a
true and fair view of the stawe of
affairs of the Company and of the
Group ar 31 March 1989 and of the
profit and source and application of
funds of the Group for the year then
ended and comply with the Compa-
nies Act 1985,

Ernsc & Whinney
Chartered Accotntants
London

22 May 1989

ﬂrii‘:s}':
Ac’ruaafys Py
| Repen 2
Aigpurnits
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Turnover
Cost of sales

Gross profit
Administrative expenses

OPERATING SURPLUS
Other income and charges

PROFIT DEFORE INTEREST PAYABLE AND TAXATION
Interest payable and similar charges

PROFIT ON ORDINARY ACTIVITIES BEFORE TAXATION
Taxation

PROFIT ON ORDINARY ACTIVITIES AFTER TAXATION
Dividends paid and proposed

RETAINED PROFIT FOR THE YEAR
Earnings per share

Dividends per share

Movements in Reserves are shown in note 19 on Page 34,

Nute

4a

4a

3&4b

19

Group
1989 1988
L malhon £ mithien
4,257 3,756
(3,816) (3,413)
441 343
(105) {107}
336 236
18 12
354 248
{86) {20)
268 228
(93) {77)
175 151
(56) (50)
119 101
24.3p 21.0p
7.75p 6.90p

As a consequence of the acquisition of British Caledonian Group ple (BCal) on 31 December 1987, the 1988 compara-

tives include the results of BCal for the three months ended 31 March 1988,
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1989 1958 1989 gy P
Note £, mallion £ mlten L mthon £ mihon Airwayt Ple
FIXED ASSETS Repori &
Tangible assets ':;:’::;
Flet 2,012 1,763 1,986 1,429 )
Property 2N 236 236 196
Equipment 184 166 174 148
10 2,467 2,165 2,396 1,773
Investments 11 111 40 200 82
CURRENT AMETS
Stocks 12 a2 28 25 18
Debtors 13 796 706 752 623
Short term loans and deposits 64 117 47 111
Cash at bank 24 50 21 21

916 9201 845 773
CREDITORS: amounts falling due within
one year 14 (1,748} (1,471) {1,741) {1,260}
NET CURRENT LIABILITIES {832) {570) (896) (487)
TOTAL ASSETS LESS CURRENT LIABILITIES 1,746 1,635 1,700 1,368
CREDITORS: amounts falling due after more
than one year 15 {896) {851} (886) (570}
PROVISIONS FOR LIABILITIES AND CHARGES 17 (100) (150} (98) (148)
750 634 716 650

CAPITAL AND RESERVES

Called up share capital 18 180 180 180 180
Reserves 19

Profit and loss account 411 248 369 258
Revaluation 167 212 167 212
Other ) {7)

SHAREHOLDERS' EQUITY 749 633 716 650
MINORITY INTERESTS 1 1

Lord King of Wartnaby  Chairman
Sir Colin Marshall  Chigf Executive
Derck Stevens  Chief Finaucial Officer

22 May 1989
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Group

1989 1988

Note £ million £ midlian

Group profit on ordinary activities before taxation 268 228
Items not involving the moveiment of funds

Depreciation 2b & 10a 307 216

Other {7} 22

Disposals of fixed assets 102 & 11 22 8

FUNDS GENERATED 590

Tax paid 78 16

Dividends paid 52 46
Net capital expenditure

Tangible fixed assets 10a 619 469
Invesiments 11 79 30
Purchase of shares in subsidiaries

BCal 253
Orther 1 6
Inerease/(decrease) in working capital

Movement in debrors and stocks 94 {1)
Movement in creditors and provisions 6 (98)

FUNDS APPLIED

Loans and fnance leases - net amount raised
Decrease in bank and cash balances

FUNDS PROVIDED
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NOTES ON THE
ACCOUNTS

For the year onfed 31 March 1989

COMPARATIVE FIGURES

As a consequence of the acquisition
of British Caledonian Group ple
(BCal) on 31 December 1987, the
1988 comparatives include the
tesults of BCal for the three months
ended 31 March 1988. The airline
business formerly operated by British
Catedonian Airways Ltd was teans-
ferred to Brivish Afrways Pl on 14
April 1988,

ACCOUNTING POLICIES

ACCOUNTING CONVENTION
The accounts are prepared under the
histerical cost convention modified
by the inclusion of certain assets at
valuation as stated below.

BASIS OF CONSOLIDATION
The Group accounts include the
accounts of the Company and its
subsidiaries, each made up two 31
March, together with the ateributa-
ble share of results and reserves of
related companies on the basis of
their latest accounts. The results of
those companies acquired or disposed
of during the year are included for
the periods of ownership,

Goodwill arising on consolidation
of subsidiaries and in respect of relat-
cd companies is written off to
reserves on acquisition.

In accordance with Section 228(7)
Companies Act 1985 a separate profic
and loss account dealing with the
results of the Company only has not
been presented.

TANGIBLE FIXED ASSETS
Tangible fixed assets are stated at cost
except for cereain aircraft flects and
propetties which are included ar val-
uation. Depreciation is caleulated to

write off the cost or valuation, less
residual value, on che straight line
basis,

by FLEET

i) Cost/Valuation Apart from the Con-
corde fleet, which remains ar it
book value, the majority of the
owned aircraft fleets were profession-
ally valued on a marker value basis at
31 March 1988 and arc incloded 10
the accounts on the basis of thut val-
uation, with subsequent expenditure
at cost, less depreciation, The book
amounts of the remaining aircvaft
fleets were not adjusted at 31 March
1988, as marker values were not sig-
nificantly  different  from  book
amounts at that date.

The cost of airerafe which have
been finaticed in part by loans and
firance leases in foreign currency is
adjusted at each year end 1o take
account of the sterling cost of related
repayments during the year and the
wranslation of outstanding liabilities
on such foreign currency borrowings
at the year end rate of exchange or
the appropriate forward rate where
liabilities have been covered forward.

if) Capiwalisation of inierest on progress pay-
ments Interest arceibuted to progress
pryments made on account of aircraft
under constuction is capiealised and
added to the cost of the aireraft
concerned.

Interest capitalised in respect of
those aircraft which become subject
to extended operating lease arrange-
ments is carried forward in tangible
fixed assets and written off over the
initial lease period.

ifi} Depreciation Fleet assets owned, or
held on finance leases where the
option exercise price is nominal, are
depreciated at rates caleulated to
write down the cost or valuation to
the estimated residual value at the
end of the planned operational lives,
Fleet assets held on fAnance leases
where the option excrcise price is
ather than nominal are depreciated
over the primary lease period if chis
is shorter,

Briih
Alnways Pk
ot &
Accounts
12R8-3%
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Operational lives and residual vals
ues are reviewed annually,

¢) PROPERTY AND EQUIPMENT

All properties, other than those of a
specialised use nature such as hangars
and aireraft maintenance buildings,
were professionally valued at open
market value for existing use or apen
market value at 31 March 1984 and
arc included in these accounts on the
basis of that valuation, with subse-
quent  expenditure  at cose,  less
depreciation,

Specialised  wse  properties  are
included at cost, less depreciation.

Provision is made for the deprecia-
tion of all property and equipment,
apart from freehold land, based upon
expected useful lives and, in the case
of leasehold properties, over the
duration of the leascs if shorter,

d) LEASED ASSETS

Where assets are financed by lease
arrangements {(finance leases) under
which substantially all the risks and
rewards of ownership are transferred
to the lessee, the assets are treated as
if they had been purchased outrighe.
The amount included in rangible
fixed assers represents the aggregate
of the capital elements of payments
during the lease term and the corre-
sponding obligation, reduced by the
appropriate proportion of lease pay-
ments made, is included in creditors.
The amount included in tangible
fixed assets is depreciaced on the basis
deseribed in che preceding para-
grapls; and the interest element of
lease payments made is included in
interest and similar charges in the
profit and Joss account. Annual pay-
ments under all other lease arrange-
ments, known as operating leases, are
charged to the profit and loss account
as they arise.

RELATED COMPANIES
Companies in which the Group has
an equity interest in excess of 20 per
cent and not more than 50 per cent
are classified as related companies.

The Group's share of the profits less
losses of related companies i< includ-
cd in the consolidated profit and loss
account andd its share of the post-
acyuisition results of these companies
is included in interests in relared
companies in the Group balance
sheet.

STOQCKS ANDN WORK IN
PROGRESS
Stocks and work in progress are val-
ued ac the lower of cost and net real-
isable value.

AIRCRAFT AND ENGINE
OVERMAUL EXPENDITURE
Aircraft and engine spares acquired
on the introduction or expansion of a
fleet ate carried as rangible fixed
assers and generally depreciated in
fine with the fleets to which they
relate. Replacement spares and all
other costs, relating to the mainte-
nauce and overhaul of aireraft and
engines, are charged to the profit and
loss account on consumption and as

incurred respectively.

RETIREMENT BENEFITS
Retirement benefits are payable for
substantially all employees from the
following arrangements:

af funded pension schemes for UK

employees  which  have  been
approved by the Iniand Revenue;

b) funded retirement and pension bene-

fic schemes for employees engaged in
many overseas territories; or

¢) terminal payments to employees in

certain countries for which provision
is made in the Group accounts,
Annual  contributions te funded
schemes are made on the basis of
rates recommended by actuaries and
charged as incurred.

DEFERRED TAXATION
Provisions are made for deferred tax-
ation, using the liability method, on
short-term timing differences and all
other material timing differences to
the extent that it is probable chat the
liabilities will crystallise.

FORBIGN CURREMCY BALANCES
Foreign currency halances are trans-
Jatedd into sterling at the rates ruling
at the balance sheet date, except for
certain Joan repayment instalments
which are translated at the forward
conreace rates where instalments have
been covered forward at the balance
sheet date.

Clanges in the sterling value of
outstanding foreign eurrency loans
and finance leases used for the acqui-
sition of aireraft and investments are
reflected in the cost of those assets.
Exchange differences arising from
the re-translation of other invest-
ments in  overseas  companies are
recorded as movements on reserves,
All other profits or losses arising on
trapsiation are deale with chrough
the profic and loss acconnt.

The sterling/US dollar exchange

rate ar 31 March 1989  was
L£1=US51.69 (31 March 1988:
£1=U551.88).




& ANALYSIS OF GROUP TURNOVER, OPERATING SURPLUS AND PROFIT BEFORE TAXATION

a2 Tutnover, operating surplus and profic before taxation astributable to the different classes of the Group® business is: Anwl "
Operaiug Profit/(los) Airips B
Turmover surplus/(dehiant) befare taxanon Riport &
Aicoants |
1989 1938 195y 1988 1959 1988 :
Lm L Lm fm Lm Lm 1988.%9
Airline operations 4,132 3,523 340 241 282 235
Package holidays 102 217 (3) {d) (10) (9)
Other 23 16 (1) ! “ 2
4,257 3,756 336 236 268 228

Turnover for Aichine operations comprises:
Trafie revenue
Scheduled secvices

Passenger and excess baggage 3,445 2,858
Freight and mail 343 287
3,788 3,145
Non-scheduled services 111 165
3,899 3,310
Aireraft maintenance and other airline services 233 213

4,132 3,523

Airline operations comprise British Airways Ple and those subsidiary and related companies listed ot Page 37 as being
involved in airline aceivities.

T'he analysis of rnover, operating surplus/(deficit) and profit/{loss) before taxation is stated after adjusting for incra-
group trading transactions. The intra-group flight element of package holidays in wrathc revenue was £70 million
{1988: £97 million}).

Group Adrline

b Turnover attriburtable to the Group’s and Airline's geographical 1949 1988 1989 1988
market js: Lm Lm Lm Lm
UK 453 378 431 358
Continental Burope 1,169 1,231 1,147 1,102
Europe 1,622 1,609 1,578 1,460
The America. 1,374 1,175 1,320 1,116
Africa 323 237 ais 225
Middle East, Far East and Auseralasia 938 735 919 722

4,257 3,756 4,132 3,523

Tusrnover of the United Kingdom marker comnprises airline traffic revenue from domestic flights within the United
Kingdom and revenue from other airline services provided ro United Kingdom customers. Turnover of overseas mar-
kets comprises: (i) airline eraffic revenue from inbound and outbound flights between the United Kingdom and overseas
points, attributed to the arca in which the relevant overseas point lies; (i) revenue from sales of package holidays,
witributed to the area in which the holiday is taken; and (iii) revenue from other airline services, attributed to the area in
which the cuscomer resides,

.23
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Operating surplus auributable to the Group's and Airline’s
geographical markets is;

Enrope

The Americas

Africa

Middle Basty Far East and Australasia

Group Awhae

1986 198§ 1989 19838
fm im Lo Lm
16 36 22 42
181 131 182 131
49 37 49 37
90 32 87 3t
336 236 340 241

"The United Kingdom: and Continental Ev ropean services are operated by a specialised shorthayl fleet, the day o day
operations of whicl aco Rully integrated, It remaing impracticable to allocate certain overhead costs on a meaningful
basis becween the United Kingdom and Europe for the purpose of computing separate operating results, The operating
zoswtes of these sarvices are therefore combined under the heading “Europe’, Operating surplus attributable to geo-
graphicai markers is determined after allocation of fixed costs to rouees, generally on a time basis, and of variable costs
on the hasis of resources and facilities used. Central overheads are allocated in line with fixed costs.

OPERATING SURPLUS

ANALYSIS OF OPERATING EXPENDITURL
Cosrt of sales
Administrative expenses

Total operating expenditure

Airline
Staff costs
Depreciation
Aircraft operating lease costs
Fuel and oil costs
Engineering and other aircraft costs
Landing fees and en route charges
Handling charges, catering and other operating costs
Selling casts
Accommodarion, ground equipment and other costs

Total aicline
Non-aitline

Total operating expenditure

A%
D e Ry
e
SR

Group

1989 1948
Lm Lm
3,816 3,413
105 107
3,921 3,520
976 831
305 214
i24 113
417 3%
244 217
294 264
427 338
498 412
507 478
3,792 3,282
129 238
3,921 3,520




Nate 4 Operaping inepliss (contmued}

Group
b THE RESULTS ARF ARRIVED AT AFTER CHARGING: 1989 ag D
Depreciation of Group tangible fixed assets Lo Lm . iy e
Orwned assats 246 182+ PReon®
Finance leased aircraft 16 23 Ateourts
Other leasehold {mterests 15 11 reesg9
307 .. 216
Operating lease costs
Lease rentals < aireraft 124 113
= property and equipment 44 38
Hire of cquipment and charter of aircraft and erews 18 20
186 171
1989 [ 1988 £
Auditors’ remuneration 855,000 892,000
Directors” emoluments - fees 120,000 268,987
- other 1,716,470 802,925
1,836,470 1,071,912
Orther Directors’ emoluments include performance related botwses payable for the first time and additional pension
contributions,
. ) Group and Company
¢ DIRECTORS’ EMOLUMENTS (excluding Company’s pension contributions) 1989 £ 1958 £
Chairman and 1989 highest paid Director 385,791 178,050
Highest paid Dircctor - 1988 only 252,568
The other Directors' remuncration was within these ranges: Number Number
£5.001 - £10,000 1
£,10,001 - £15000 5 3
£20,001 - £235,000 1 !
[35,001 - 40,000 )
L140,001 « £145,000 1
£155,001 - £160,000 )
£370,001 - £375,000 1
Mr N G E Dunlop, a Dircctor of the Company until 31 March 1989, was paid by way of compensation for loss of office
£511,000 in respect of employment rights and £384,000 in respect of pension rights,
d EMPLOYEES Group number
Employees of the Group in the Unired Kingdom, other than
Dircctors, who earned over £30,000 in che year: 1989 1948
£30,001 - £35.000 an 873
235,001 - 740,000 563 398
£40,001 - 745,000 450 282
£45,001 - £50,000 350 379
£50,001 - £55,000 313 223
£55,001 - £60,000 289 145
£60,001 - £65,000 190 62
£65.001 - £70,000 147 12
£70,001 - £75,000 109 7
£75,001 - £80,000 45 3
80,001 - £85,000 T ¥
85,008 - £90,000 " p
£90,001 - 795,000 1
£95,001 - £100.000 2
£100,001 - £105,000 2
£105,001 - £110,000 1oL
£110,001 - £115,000 los v B

£115,001 - £120,000
£120,001 - £ 125,000
£155,001 - £160,000

— b~ D

2,878 2,393
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¢ STAFF NUMBERS AND CQSTS
The average number of persons employed in thy Group
worldwide during the year was as tollows:
Airline operations
Package holidays
Other

The aggregate payrall costs of these persons were as foflows:
Wages and salaries, including staff bonus

Social securicy costs

Countributions to pension schemes

OTHER INCOME AND CHARGES

Interest receivable

Surplus/(deficit) on disposal of fixed asiets

Share of results of and provision for losses in related companies
Income from trade investments

Amounts written off investments

Other

INTEREST PAYABLE AND SIMILAR CHARGES
Interest payable:

On bank loans

Repayable wholly within five years
Repayable in whole or in part aftr five years
On finance leases

Repayable wholly within five ypears
Repayable in whole or in part after five years
On other loans

Repayable whally within five years
Repayable in whole or iy part after five years
Interest capitalised

Currency losses/{profits) on revaluation of general
purpose loans at year end

Nil) irs the cost of investments {sce note 11},

Group

1989 1288

UK Ovencas Toral Total
42,242 6,518 48,760 42,709
447 28 475 697
028 41 969 563
43,617 6,587 50,204 43,969

million miiflion
U £ nifl

876 727
76 62
83 79

1,035 868
16 23
11 {4)
(13) (%)
2

1 (2)
1 (1)
18 12

12 2
3 2
2 [

18 3
1 5

61 i6

(26 (10

i 31

15 (11)
86 20

The average rate of interest on loans, excluding finance leases, was 10.3% (1988: 10.2%). In respest of all loans,
including lease finance, repayable in whole or in parr after five years, the final repayment date is June 2008 and the
interest raves range from 9.5% to 14.4% (1988: 8.6% to 10.6%).

Changes in the sterling value of forcign currency loans and fimance leases used specifically for the acquisition of
aircraft and investments have been included in the cost of those assets. This gives rise to an increase of £2 million
(1988: areduction of £13 million) in the cost of aireraft (see notes 10(a) and 10(b)} and an increase of L1 million (1988:
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7 TAXATION f(see also note 20) 1989 fm 988 fm B'-i'b,' o
United Kingdom , Ameys P
Corporation tax at 35% B9 82 . Repu®
Deferred rxation 6 ! Ar:ar\.:u
Prior year adjusement (3) {6) | 198839

92 76
Overseas ) 1
w 77

If full provision for deferred taxation had been made at 35% there would have been an additional charge in the year
of £26 million (1988: £17 million).

. Group and Company

8 DIVIDENDS 1989 £ 1988 £
' Interim dividend of 2.5p per share (1988: 2.25p per sharc) 18,011,348 16,204,500
Final dividend of 5.25p per share (1988: 4.65p per share) 37,824,225 33,501,041

| 55,835,573 49,705,541

Group

9 EARNINGS PER SHARE 1989 1988
Earnings per share is calculated as follows:

Profit after taxation, atributable to sharcholders £175m L151m

Weighted average number of ordinary shares in issue 720,454,006 720,452,499

Basic carnings per share 24.3p 21.0p

The dilution in earnings per share arising from the exercise of share options in issue is not significant.

B
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Total
Fleet  Propesty  Equipment 489 1988
10 TANGIBLE ASSETS Lim Lm Lm Lm Lm
a2 GROUP
COST OR VALUATION (mote 10c)
Balance 1 April 2,992 352 335 3,679 2,749
Adjustments to opening balance
- exchange (note 6) 2 2 {13)
~ other 6 1 7
Additions 543 49 70 662 480
Assets of subsidiaries acquired 351
‘ Increase in valuvation (nore 10¢c) 199
| Disposals {88) (1) (5) (94) {(76)
Reclassifications ! (1
Refund of progress payments (43) (43) {11)
BALANCE 31 MARCH 3,413 401 399 4,213 3,679
DEPRECIATION
Balance 1 April 1,229 116 169 1,514 1,449
Adjustments to opening balance
- exchange {note 19) 1 1 {6)
- other 4 2 (1) 5 1
Charge for the year 242 13 52 307 216
Release on valuation (note 10c) (78)
Disposals (76) (1) 4 (81) (68)
Reclassifications 1 (1
BALANCE 31 MARCH 1,401 130 215 1,746 1,514
NET BOOK AMOUNTS
31 March 1989 2,012 271 184 2,467
31 March 1988 1,763 236 166 2,165
UTILISATION AT 31 MARCH
Assets in current use
Orerred 1,374 255 129 1,758 1,650
Finanee leased 195 7 202 240
Progress payments 443 16 48 307 275
2,012 271 184 2,467 2,165
THE NET BOOK AMOUNT OF PROPERTY COMPRISES;
Freehold 64 46
Long leaschold 14 14
Short leaschold 193 176
271 236
Net book amount
Revalued flect and properties are included in che Valwtion/cost Depreciation 1989 1988
accounts at the following amounts Lm fim Lim L
Valued in 1984 — property 57 30 27 32
Valued in 1988 = fleet 1,219 691 528 618
Total = 31 March 1989 1,276 721 555
Total = 31 March 1988 1,268 618 650
If these assets had not been revalued they would
have been included ac the following amounts
. 31 March 1989 1,052 734 318
28 . 31 March 1988 1,045 687 358




Nute 10 Tangidls assets (conunued)

Total
/! 949 1988 iteh
Fleet Property Equpmens 1 :

b COMPANY Lm Lm ¢ [‘L m Lo Lm Airays Ple
COST OR VALUATION {note 10c) Repert &
Balance 1 April 2,592 307 04 3,203 2,649 Acconnts
Adjusements to opening balance 158889

=~ exclange (mote 6) 2 2 (13}
~ other 6 1 7
Additions 538 27 64 629 452
Increase in valuation {note 10c) 199
Disposals (84) (1 {4) {89) {72)
Transfers {to)/from Group companies  {note 10d) 336 24 14 374 (1)
Rechassifications i (1)
Refund of progress payments {43) (43) (11)
BALANCE 31 MARCH 3,348 358 377 4,083 3,203
DEIRECIATION
Balance 1 April 1,163 m 156 1,430 1,386
Adjusements to opening balance
~ exchange (note 19) 1 1 (6)
— other 5 2 (1) 6 (1)
Charge for the year 236 12 49 207 194
Release on valuation (note 10¢) {78)
Dispusals (72) {3) (75) {64)
Transfers (to)/from Group companies  (note 10d) 28 (3) 3 28 {1}
Reclassificarions 1 (1)
BALANCE 31 MARCH 1,362 122 203 1,687 1,430
NET BOOK AMQUNTS
31 March 1989 1,986 236 174 2,396
31 March 1988 1,429 19¢ 148 1,773
UTILISATION AT 31 MARCH
Assets in current use
Onwnred 1,348 223 124 1,695 1,488
Finance leased 195 7 202 38
Progress payments 443 13 43 499 247
1,986 236 174 2,396 1,773 !
THE NET BOOK AMOUNT OF PROPERTY COMPRISES:
Frechold 43 37
Long leasehold 14 14
Short leasehold 179 145
236 196
Net book amount
. Valomionfeest  Wrepreciacion 1989 1988
Revalued fleet and properties are included in Lm Lm Lm Lm
the accounts at the following amounts
Valued in 1984 — property 52 28 24 29
Valued in 1988 - fleet 1,219 691 528 618
Total ~ 31 March 1989 1,271 719 552
Total - 31 March 1988 1,263 616 047
If these assees had not been revalued they would
have been included ac the following amoums
31 March 1989 1,047 732 315
31 March 1988 1,040 685 355

29
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Nore 10 Tanaible asaers (eononupd)
COST/VALUATION

Owned fleets of British AirWﬂ{S Bocing 737s, Boeing 747-136s, Bocing 747-2365 (other than the newest aircraft),
TriSear 1/50s, TriStar 200s and BAC 1-11s were restated 2t 31 March 1988 having regard to a market valuation by
Avmark Interpational Led. The resultant increase in value was eredited to reserves, ]

All British Airways® properties, sther than speciafised use pmrcnics, were valued ar open marker value for existing
use or open niarket value at 31 March 1984 by Richard Ellis, Chartered Surveyors, and this value was included in the
acgounts for the year then ended.

All other British Airways aireraft fleets, specialised use propertics, and equipment are stated ar cost less depreciation.
TRANSFERS T/FROM GROUP COMPANIES
Transfers of cost and accumulated depreciation to British Airways Pl from Group companies relate mainly to fixed
assets trausferred from BCal following the transfer of business to British Airways Plc on 14 April 1988 and reflect the
faie values of such assets.

DEPRECIATION

Fleets are depreciated over periods ranging from 12 to 20 years after making allowance for residual values; property,
apart from frechold land, is depreciaced over expected useful life subject to 2 maxinmunm of 50 years: equipment s
depeeciated over periods ranging from 3 to 16 years, according to the type of equipment.

Group Company
CAPITAL EXPENDITURE COMMITMENTS 1982 £ m 19288 £'m 1989 Lm 1988 [
Capirtal expendicure authorised but not provided for in the
accounts amounts to:
Aunthorised and contracted 2,392 1,813 2,373 1,508
Autherised but not contraceed 416 137 409 118
2,808 1,950 2,782 1,626

£1,977 million of the outstanding commitments relases to the acquisition of the fleets of Boeing 747-400 and Boeing
767-300 aircraft. British Airways has arrangemenes through facilities provided by two syndicates of banks for it to
acquire these aircraft on a number of alternative bases, inctuding under operating leases, The balance of commitments
relates mainly to the acquisition of Bocing 737, Bocing 757 and Airbus A320 aircraft which are scheduled for delivery
during the four year period to 31 March 1993,

Graup Company

LEASING COMMITMENTS 198% L m 1988 £'m 1989 £ m 1988 f'm
The aggregate payments, for which there are commitments
under operating leases as at the end of the year, fall due as
follows:
i} FLEET
Within one year 153 107 153 101
Betroeen one and five pears 156 53 156 52
Over five years, ranging up to the year 1996 3 37

346 160 346 153
Amounts payable within one year relate to commitments
expiring as tollows:
Within one year 71 3 71 31
Betrween one and five pears 54 73 54 70
Ouer five years 28 28

153 107 153 161
(i} PROPERTY AND EQUIPMENT
Within one year 23 42 19 34
Busween one and five years 67 79 56 58
Cuer five years, ranging up to the pear 2075 164 237 148 168

254 358 223 260
Amounts payable within one year relate to commitments
expiring as follows:
Within one year 5 4 4 2
Between one and five years 13 27 11 26
Ower five years 5 1t 4 6

23 42 19 34




Note 115y Leasimg commements (vontinued)

The flees leasing commitments include; (i) the balance of che minimum three year ren al abligasions assumed under the

operating leases for three Bocing 747 and one Bocing 757 aircraft, and (ii) an annual rental obligation for 16 Bocing Eririzk
737s and nine Boeing 757s, chese aircrafr having completed the inidal three year rental period. On completion of the Ainvays Ple
three years the Company has a yearly option ro renew the operating leases up to the sixth year or it has the option, at Repors &
any time afeer three years, to convere she operating leases into finance leases for the period to 15 years from delivery of Acepunts
the aircraft. If these options are not exercised, the Company may be required to 1ncet a small share of any loss on re-sale, 1988-89
Group Company
11 INVESTMENTS 1989 £ 1988 f'm 1989 L m 1988 [ m

1 GROUP COMPANIES
Investments at cost, less amounts writeen off

Balance 1 April - uet of provision of £253m 55 40
(1 April 1987: Nil)

Additions 87 270
Exchange differences 3

Transfers from Group companies 5

Disposals (1) (1)
Provision movements 14 (253)
Other movements on advances (1)

Balance ac 31 March - net of provision of £194m
{1988: £253m) 163 55

b RELATED COMPANIES AND TRADE INVESTMENTS
Balance 1 April — net of provision of £3m

{1 April 1987; £1m) 40 5 27 2
Acquisitions {investments of BCal) 12
Additions 79 30 13 27
Exchange differences  (note 6) 1
Share of attributable profits/{losses) (5)
Transfers from Group comnpanies 4
Disposals W)
Provisions (2) (M (2)
Balance at 31 March ~ nex of provision of £3m
(1988: £3m) 11 40 37 27
Analysis of balance at 31 March
Equity at cost less amounts written off 119 46 36 26
Advances ar cost less amounts written off 2 2 1 1
Attributable reserves {10) {8)
i1 40 37 27
¢ TOTAL INVESTMENTS
Unlisted
Group companies 163 55
Related companies 16 16 1 5
Trade investments 74 3 5 1
Listed - UK
Trade investntents 21 21 2 21
111 40 200 82
d  VALUATION
Aggregate value attributed by the Directors to
unlisted related companies and trade investments 96 27

Marker value of listed investments 9 15
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Group Company
STOCKS 1989 [ 1988 fm 1989 Lm 1988 fn
Raw marterials, consumables and work in progress 32 28 a5 18

The replacement cose of stocks is not cansidered to be materially different from their balance sheet values,

DEBTORS

Trade debtors 660 576 633 474

Amounts owed by Group companies 14 68

Amotnts owed by Related companies 12 9 10 2

Other debtors 30 44 25 29

Prepayments and acerued income 94 77 70 30
796 706 752 623

CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

Loans and finance leases (note 16)

Bank and other loans 210 3 210

Fimance leases 28 26 28 7
238 29 238 7

Qverdrafts — secured

- unsecured 2 1

Trade credivors 601 566 555 447

Amounts owed to Group companies 89 56

Amounts owed to Related companies 3 2 2

Other creditors including taxation and social security

Ouher creditors 56 86 48 70

Corporate taxation 88 93 80 92

Other taxation and social security 22 21 21 15
166 200 149 177

Proposed dividend 38 34 38 34

Accruals and deferred income

Sales in advauce of carriage 557 478 529 392

Accruals and deferred income 143 154 141 147
700 632 670 539

1,748 1,471 1,741 1,260

CREDITORS: AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR
Loans and finance leases (nore 16)

Bank and other loans 649 593 492 389

Finance feases 221 226 221 19

Loan from Grosip company 148 133
870 819 861 541

Amounts owed to Related companies 1 1

Accruals and deferred income 25 31 25 29
896 851 886 3570




16

Group Company

LOANS AND FINANCE LEASES 1989 Lm 1988 L'm 1989 L'm 1988 £ m
TOTAL LOANS AND FINANCE LEASES
Loans
Bank 235 127 226 124
Euro-sterling notes 300 200 300 200
Other - US dollar $265m $265m 515m $15m
— Sterling A167m L128m A167m FAYL
324 269 176 65
Loan from Group company L $250| ' .3250,
148 133
Finance leases — US doflar $15m $50m $15m $50m
- Sterling £240m A£226m £240m
249 252 249 26
1,108 848 1,099 548

Other loans and finance leases to the amount of £25 million (1988: £25 million) are guaranteed as to principal and
interest by HIM Treasury. These guarantees will remain in force for the life of these loans o leases. In the event thar any
such guarantee is called, the undertaking and all property and revenues of British Airways would be charged with the
repayment of any monies paid thereunder with priority from the date on which Bricish Airways committed to or
incurred the liabalicy.

Included in the other sterling loans are loan notes amounting to £36 million (1988: ,£36 million) issued in connce-
tion with the acquisition of BCal, These loan notes will be repaid at par on 29 March 1998, unless previously repaid or
redeemed under the terms of the issuc.

Comprising:
Bank loans
Repayable wholly within five years 208 3 206
Repayable in whole or in” part after five years 27 124 20 124
235 127 226 i24
Ocher loans and finance leases
Repayable wholly within five years 28 43 28 35
Repayable in whole or in part after five years 845 678 845 389
873 721 873 424
1,108 848 1,099 548
Bank and other loans are repayable up to the year 2008,
Bank Onher Finance Group total
loans loans leases
INCIDENCE OF REPAYMENTS - Lm Lm Lm 1989 [ m 1988 L'm
INSTALMENTS FALLING DUE:
Within ane year {note 14) 206 4 28 238 29
After more than one year {note 15)
Between onc and two years 2 4 30 36 42
Between two and five years 1 25 79 105 175
In five years or more 26 591 112 729 602
29 620 221 870 819
Total 1989 235 624 249 1,108
Total 1988 127 469 252 848
Analysis of total 1989
British Airways Plc 226 476 249 951 415

Subsidiary companies 9 148 157 433
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17 PROVISIONS FOR LIABILITIES AND 1 Apnl account movements applied 31 March
CHARGES C m ,C m Lm Lm Lm
GROUP
Pensions and similar obligations 23 3 4) 22
Deferred taxation (wore 20) ) 6 10 7
Orther provisions
Litigation provision {note 24) 25 25
Re-arganisation expenses (BCal acquisition — sce below) 90 (60} 30
1 Sundry 29 (3) 2 %) 16
136 (3 2 (o4) 71
Total 1989 150 6 12 (68) 100
Total 1988 66 3 84 (3) 150
Analysis of total 1989
British Airways Ple 148 6 12 {68) 08
"\ Subsidiary companies 2 2
150 6 12 (68) 100
% The provision applied relating to re-organisation sxpenses includes costs associated with re-organising BCal's aitline
operations np to and following the transfer of che business on 14 April 1988 and the merging of the operation on 29
3 May 1988, The costs include expenditure associated with surplus resources, staff severances, staff training, contract
; cancellations and the cost of bringing aircraft, property and equipment ro British Airw1ys' standards, The balance
- carried forward mainky relates to costs still to be incurred in respect of contrace termination payments and bringing
A aireraft and property to Bridish Airways® standards,
3 Company
2 18 SHARE CAPITAL 1989 1988
] Authorised
i 1,068,000,000 ordinary shares of 25p cach £,267m £267m
Aliotted, called up and fully paid
Issued share capital £180m L180m
Ordinary shares of 25p cach 720,461,442 720,452,499
Share options
Number of ordinary shares of 25p cach under option 56,161,574 36,592,090
Dates exercisable 1990 - 1998 1990 — 1997
Price per share 135p - 225p  161p — 225p

the special case provisions of the Employee Share schemes.

Options over 8,779 shares at 161p per share and 164 shares at 202p per share were exercised during the period, under

Distributable Non-disteihueable Toral
Profit and Revaluation Other
loss account Teserve reserve 1989 1988
19 RESERVES Lm Lm Lm Lm Lm
a3  GROuUP

Balance 1 April 248 212 %)) 453 425
Retained profit for the year 119 119 101
Valuation of aircrafe flects 277

‘Transfers relating to valued assets 45 (45}
Exchange adjusements — Fleet assets (note 10a) (1) {1 6
v« Purchased Goodwill writren off (357)
34 QOther movements 2 (2 1

Balance 31 March
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Note 19 Reserves {contmued)

Distributable Nomn-distriburable Toual .
Profis amd Hevalmation Other B,.mjh
loss .acczum rcsz:rve u-:zn'c 2’8‘) 12{83 Airweys Ple
m m m m m
b COMPANY Feport &
Balance 1 April 258 212 470 q15  Aaowns
Retained profic for the year: 1988-89
Trading reswlts 101 101 26
Absorption of BCal liabilities on transfer of the business
to British Afrnvays Ple (36) (36) (253)
Valuation of airerafe flects 277
Transters relating to valued assers 45 (45)
Exchange adjustments < Fleet assets (wote {0a) M (1) 6
Other movements 2 2 (1)
Balanee 31 March 369 167 536 470
Group Company
20 DEFERRED TAXATION fsee alse notes 7 and 17) 1989 £ m 1988 £ m 1989 £ m 1988 fm
Deferred raxation comprises:
Timiug differences in respect of property
valuations 2 2 2 2
Accelerated capital allowances and other timing
differences 17 17
Advance Corporation Tax on proposed dividend
available for offset (12) (11) (12) (11)
7 {9 7 (%)
If fufl provision for deferred taxation at 35% had been made, the
following amounts would have been rc(‘uircd at 31 March:
Accelerated capital allowances, less unrelieved losses 355 316 356 325
Advance Corporation Tax payable (12} (11) (12) (11)
Orther timing differences (67) (84) (69) (86)
Timing differences in respeer of properey valuation 2 2 2 2
278 223 277 230
Grouwp
21 FORWARD TRANSACTIONS IN FOREIGN CURRENCY 1989 1938
The Group had che (ollowing forward purchase contracts outstanding:
Maturing within one year
- to cover payments in US dollars $724m 3170m
- to cover payments in other currencies L3m L£32m
Maturing after one year
- to cover payments in US dollars §165m $4G8m
These forward purchase contraces have been entered into for future instalments on fleet additions and loan repayments,
22 DIRECTORS' AND OFFICERS' LOANS AND TRANSACTIONS
No loans or credit eransactions were outstanding with Directors or Officers of the Company at the end of the year
which nced to be disclosed in accordance with the requirements of Schedule 6 of the Campanies Act 1985. Further, no
contract of significance subsisted during or at the end of the financial year in which any Director or a person connected
with any Director was materially interested, other than a consultancy agreement with Brinseall Associates under which
£:42,500 las been paid for the services of Sir Francis Kennedy as Special Adviser to che Chaivman and Board.
v ~ ¥
35




23 PENSION COSTS
Bricish Airways operates two defined pension schemes in the UK, the Airways Pension Scheme {ARS) which is closed to
new pembers and the New Airways Pension Scheme {NAPS) to which all new fuff time permatent staff over the age of
18 employed by the Company and certain subsidiaries in the UK may become members,

Benefits provided under APS are based on final average pensionable pay and, for the majority of members, are subject
to inczeases in line with inflation, Those provided under NAPS are based on final average pensionable pay reduced by an
amount equivalent 1o one and o half times the Government's lower ¢arnings limit and are subject to inflation increases
up to a maximum of 5% in any one year.

Maost staff engaged outside the United Kingdom are covered by appropriate local arrangements,

Employees’ contrirutions, as a percentage of pensionable pay, range between 5.75% and 8.5% based on {ull pension-
able pay to APS, and between 3,75% and 6.5% based on full pensionable pay less one and a half times the lower carnings
limit to NAPS.

Gontributions by the emiployer during the year were an average of 2,1 times (1987: 2.5 times} the employees’
contribution to APS and an average of 2.9 times (1988: 3.3 times) the eniployees’ contribution to NAPS,

Group

Employers contriburions charged in the accounts were: 1989 £ 'm 1988 £ o
Airways Pension Scheme 37 41
New Airways Pension Scheme 41 31
Other pension schemes and provident funds - mainly outside the United Kingdom 5 7
83 79

UK staff 78 73
L verseas staff 5 6
83 78

An actuarial valnation of the funds of the Schemes is made ar intervals not exceeding three years. The latest valuation at
30 June 1986 disclosed current, deferred and prospective liabilities which are fully covered by a combination of existing
assets and the present value of future employer/employee contributions. On 1 April 1988, the vast majority of BCal
employees transferred 1o British Airways Dle.

The reduction in the employer’s contributions this year, expressed as an average multiple of the employess’ contribu-
tions, was made on a recommmendation of the acrvarics. A ful) actuarial valuation of the schemes at March 1989 will be
available Jater in 1989,

24 CONTINGENCIES
Contingent labilitics exist for which no provision has been made in the accounts covering obligations of the Company
and guarantees given by or ou behalf of Group companies and related companics.
For the Group they amount to £110 million (1988: £81 million) and for the Company £281 million (1988: £243
million}; the figurc for the Company includes /148 milfiou in respect of borrowing by a subsidiary at 31 March 1989.
There are 2 number of identified legal and other claims which emanate from international airline operacions and other
aceivities of the Company and Greup companies for which the Board has mude what it belicves is appropriate provision.
In addition, experience with lirigation and regulation in the USA and elsewhere bas led the Board to conclude that it is
prudent to carry forward the provision of /£25 million made in prior years (see note 17},
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GROUP COMPANIES

Principal subsidiary companies are all wholly owned direer subsidiaries whose principal country of operations is the

United Kingdom except where indicated,

Airline operations

Dritish Caledonlan Group ple

Caledonian Airways Ltd

(a anbsidiary of British Caledonian Group ple)
Dritish Airways Engine Overhaul Ltd
British Atrways Australia (Holdings) Pry Ltd
Air Miles Travel Promations Led

(5% of ordinary shares awned}

Toritish Airways Finance BV

Speedbird Insueance Co Lid

BritAjr Acquisition Corp In¢

Package holidays

Alta Holidays Led

(51% of ordinary and preference shares owned)
British Airways Tour Operations L

British Airways Holidays Ltd

(a subsidiary of British Airways Tour Operations Lid)
Oveyseas Alr Travel Lud

Other aclivities

Travel Automation Seevices Led

Bedford Associates Inc

{100% of “A" Shares and 16% of “B" Shares ouned,
equivalent to 91.6% of voting rights; a subsidiary of
BritAir Acquisition Corp Inc)

British Airways Associated Companies Lid

British Adrways Enterprises Ltd

Britich Airways Pension Administration Led
Chartridge Centre Ltd

RELATED COMPANIES % of cqu'uaf
L L

Concorde International Travel Pry Lud 50
World Aviation Systems (Australia) Pry Ld 50
British Caledonian Flight Training Ltd 50
Ogden Allied {Gatwick) Ltd 40
The AirPlus Company Led 25
Redwing Holidays Ltd 50
The Galileo Company Led 2u
TRADE INVESTMENMTS

Covia Partnership 11
Hogg Robinson ple 9.7

{subsequenly in¢reased 10 12,4%)

The Plimsoll Line Lid

40

(cquivaleat w 149 of voting sights)

Principal acvivities
Holding company
Airline operations

Aircraft engine overhaul
Holding company
Airdine marketing

Airline finance
Airline insurance
Holding company

Package holidays

Holding company
Package holidays

Package bolidays

Computer reservations systems
Specialist computer software

Management services

Retailing

Pensions scheme management
Conference and training services

Yrivcipal activicdes

airline markering

Airline markering

Atrline training

Airline handling services
Charge card services

Package holidays

Computer reservations systems

Computer reservations systems
Retailing

Airline holding company

_ Country of
incorporation

Scotland
England

England
Australia
Englond

Netherlands
Bermuda
USA

England

England
England

England

England
USA

England
England
England
England

Country of
incorporation
and peineipal

operations

Awustralia

Auistralia

Entgland
England
England
England
England

usA
England

England

Byitish
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UNITED STATES |
GENERALLY ACCEPTED .
ACCOUNTING PRINCIPLES
(USGAAL) o .
INFORMATION . ...
The financial statements are prepared in
accordance with accounting principles gen-
erally accepred in the United Kingdom
which differ ian certain respects from those
gewerally accepied in the United Siates.
The significant differences are deseribed
below,

i) Deferred taxation British Airways
provides for deferred raxation on the
liability mcthod on all material timing
differences to the excent chat ic is
probable that the liabilities will crys-
tallise, Under US GAAP, as set out in
Statement of Financial Accounting
Standards No. 96 (FAS 96}, deferred
taxation is generally provided on a full
liability basis.

if} Geodwill British Airways writes off
goodwill arising on consolidation
dircctly against retained earnings,
Under US GAAP, poodwill arising on
consolidation is amortised over its use-
ful life. For the purposes of determin-
ing che differences  berween UK
GAAP and US GAAP, the expected
useful fife of goodwill has been taken
to be forry years.

it} Property and fleet valuation Under
US GAAP tangible assets must be stat-
ed at cost less accutnulaced deprecia-
tion in the financial statements. The
valuation of properties and fleet incor-
porated by DBritish Airways in its
financial starements ac 31 March 1984
and at 31 March 1988 respectively,
would not therefore have been includ-
ed in Anancial statements prepared in
accordance with US GAAL and subse-
quent charges for depreciation would
have been  correspondingly  lower.
When such assets are sold, however,
any revaluation surplus thus realised
would be reflected in income.

i} Purchase  acconnting Under US
GAAY, as st out in FAS 96, a deferred
tax liability is recognised for the tax

cffects of differences between the
assigned faic values and tax bases of
assets aceuired, whereas under UK
GAAY no such liability is recognised.
As a resubt of recognising such a
deferred tax liability the amounte of
goodwill arising on consolidation
increases correspondingly. Under US
GAAP the deferred tax liabilicy would
be amortised over the same period as
the assets to which it relaces.

v) Forward exchange contracts Under US
GAAPD the notional gain or loss arising
on the translation of certain outstand-
ing foreign  currency  forward
exchange contracts, at year end rares
of exchange, are included in the deter-
mination of uer income. When such
coneracts  mature,  the  original
exchange gain or loss is reversed for
US GAAP reconciliation purposes.

pi) Dividends Under US GAAP divi-
dends are only incorporated in finan-
cial statemenes when declared. The
proposed final dividend, and related
Advance Corporation Tax, would not
therefore have been included in the 31
March 1989 financial statements pre-
pared in accordance with US GAAP.

vit} Forclgn curroncy translation British
Airways adjusts the cost of certain air-
craft and “wvestments which have been
financed wholly or in pare by loans
and fnance leases in foreign currency
to take account of the sterling cost of
related repayments during the year
and the cranslation of outstanding lia-
bilities on such foreign currency bor-
rowings at the year end rate of
exchange or the appropriate forward
rate where liabiliies have been cov-
ered forward. In the case of aireraft,
the depreciation charge is computed
on such translated amounts and the
adjustments to aceumnlated deprecia-
tion at the beginning of the year are
taken rto retained carnings. This
accounting treatment is adopted in
order to reflect the sterling cost 1o
British Airways of its investment in
such assets and as a resule to mateh the
aireralt  depreciation  charge  more
accurately with revenue.



Under US GAAP, the exchange
adjustments made o the cost of air-
cratt and investments are required to
be treated a5 exchange gains or losses
and included in the derermination of
net income. The cost of these assets
would be fixed in pounds sterling at
the rave of exchange ruling at the date
of the oripinal acquisition or lease.

ACCOUNTING FOR PENSIONS

Britsh Airways has not applied the
provisions of FAS 87 “Employers’
Accounting fur Pensions”, which is
effective for pension plans ourside che
US for fiscal years beginning afier 13
December 1988. The effect thae che

implementation  of this  statement
would have on British Airways’ US
GAAP information has not yet been
yuantified,

The estimated effect of the significant
adjustments to net income and to share
bolders® equity which would be requived if
US GAAP were to be applied instead of
accounting principles generally accepred in
the UK are sunvmarised on Pages 40 and
41,

The pounds sterling amounts on Pages
40 and 41 have been translated jnto US
dollars at the 31 March 1989 exchange
rate of £1=§1.69 (1988: £1=81.88),
merely for the convenience of the reader.
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Group
1989 1588 1989 1988
£m L $m Sm
Incomic afrer taxation as reported in the
consolidated statements of income i75 151 296 284
Estimated adjustments;
Depreciation
Gaoadwill 9 (2 (15) (1)
Fleet 59 5 99 2
Property 2 4
Orlrer incomef(charges)
Exchange gains/{losses)
Arising on trauslation of cost of airceaft {2) 13 {3) 24
Relating to forward exchange tontratis 32 {21) 54 39}
Arising on translation of investments (D) {2
Surplus on dispasal of tangible fixed assets and invesements 1 2
Deferred maxation {58) 37 {98) 70
21 35 35 66
Estimated net income as adjusted to accord with US GAAP 196 186 331 350
Per Ordinary Share as so adjusted Fetiee Peae Conts Cns
Net tneome 27.2 258 45.9 48.6
Per Ame:izan Dieposicary Share as so adjusted
Net tucome 272 258 459 486

Comvession eate [1=51.69 LI=51.88




SHARFHOIEDIRY LOQUIIY UNDFR US 44
Ar 33 Afseh 1987

Gravp
1949 1988 L9 1988
Lm £m 5 Em
Sharcholders® equity as reported jn the
consolidated balance sheets 749 £33 1,266 1,190
Estimated adjustments:
Intangible assets
Goodwill 352 361 595 679
Tangible asscts
Fleer (248) (306) {419) {575)
Peaperty (15) {15} {25) {28)
Investments {1 {2)
Current liabilities
Proposed dividend 38 34 64 64
Dcferred losses on forward exchange contracts (13) (25)
Long-term liabilivies
Deferred losses on forward exchange contracts {19) (38)
Provisions for liabilities and charges
Deferred taxation (182) (124) {308) {233)
(56) (82} {95) (154)
Estimated sharcholders® equity as adjusted
to accord with US GAAP 693 551 1,171 1,036
Conversion rate [1=51.69 L1=51.88
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GROUP PROFIT AND

LOSS ACCOUNT
195485 1985-56 1986-87 194748 1588 49 1987 8§ HIRR B
im Lm Lm P Lm $m nm
Turnover 4943 3,149 3,263 3,756 4,257 7,061 7.194
Opecating expenditure (2,651) (2,951) {3,090 {3,520) (3.921) {6.617) {6,626)
Operating surplus 292 198 173 236 336 444 568
Other income and charges 12 36 1% iz 18 23 30
Interest payable and
simila: charges (113) (39) {30) {20) (86) (38) {145)
Profit on ordinaty activities
before taxation 191 195 162 228 268 429 453
Taxation and
minority interests (5) {2) (14) (77) (93) (145) (157)
Profit for the year before
extraordinary items 186 193 148 151 175 284 296
Extraordinary items {12) {12) 4
Profit for the year after
extraordinary items 174 181 152 151 175 284 296
Dividends (30) (50) (56) (94) (95)
Retained profit for the year 174 181 122 101 119 190 201

Note:
US § figures quoted in the last two columns are a convension of the £ sterling figures using convenion rares 1987-88 £1r81,88 and 1988-89 £1=51.69,
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GROUD BALANCE SHEET

Fixed assets
Tangible assets
Investments

Cutrent assets
Creditors: amounts falling due within one year

Net current liabilities

Total assets less cutren. Uabilities

Creditors: amounts falling due after
more than one year

Provisions for liabilities and charges

Capital and reserves
Called wp share capital
Reserves

Sharcholders’ equity
Minority interasts

GROUP SOURCE AND

APPLICATION OF FUNDS

Group profit before tax

Items not involving the mavement of funds
Depreciation

Othrer

Disposals of fixed assers

FUNDS GENERATED
Tax paid

Dividends paid

Ner capital expenditure

Purchase of shares in subsidiaries
Increase/(decrease) in working capital

FUNDS APPLIED
Loans and lease finance - net amount

raised/{repaid)
Decrease/{increase) in bank and cash balances

NET EXTERNAL FUNDING

1985 1986 1987 1988 19€%
L Lm Lm Lm Lm
1,247 1,315 1,300 2,165 2,467
4 5 5 40 111
710 593 777 901 916
{998) {988) {1,140) (1,431) (1,748)
(288) (395, (363) (570) (832)
963 925 912 1,635 1,746
(591) {340) {270) (851) {898)
(85) {103) {(66) (150) {100}
287 482 606 634 750
180 180 180 180 180
106 300 425 453 569
286 480 605 633 749
: 2 1 1 i
287 482 606 634 750
198445 1985.84 1786-87 1987.88 1988-89
Lm £m im Lm £m
191 195 162 228 268
146 162 188 216 307
(18) 55 (14) 22 ()
30 14 23 8 22
349 426 359 474 590
16 78

46 52

120 282 245 499 698
259 1

(76) (96) (86) (99) 100
44 186 159 721 929
(254) (268) {82) 179 260
(51) 28 (118) 68 79
{305) {240) {200) 247 339
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SURM s ANL PROYIT BEFORE TAXATH A
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{284 85 198586 198687 1987-88 1988-8%
ALm m Lm im Lm
TURNOVER £
Airline operations 2,797 2,981 3,054 3,523 4,132
Package holidays 99 120 178 217 162
Other 9 10 13 16 23
Discontinned activiries 38 38 18
2,943 3,149 3,263 3,756 4,257
OPERATING SURPLUS/(DEFICIT)
Airline operations 303 205 183 241 340
Package holidays (10) (6) {9) {6) 3
Other 1 2 1 (1)
Discontinued acriviries {2) {(3) (1)
292 198 173 236 336
PROFIT/(LOSS) BEFORE TAXATION
Airline operations 180 199 170 235 282
Package holidays (7) (4) {5) {9) (10)
Other 2 2 (1) 2 @)
Discontinued activities 16 {(2) {2)
191 195 162 228 268
ANALYSIS OF GROUP TURNOVER AND QOPERATING
SURPLUS BY GEOGRAPHICAL AREA
For the five pears ended 31 Marcl: 1989
1984-85 1985.86 1986-87 108788 1988-80
L Lm Lom Lm Lm
TURNOVER
Europe 1,152 1,264 1,416 1,609 1,622
The Americas 876 1,008 982 1,175 1,374
Africa 190 179 185 237 323
Middle East, Far East and Auseralasia 687 660 662 735 938
2,905 3,111 3,245 3,756 4,257
Discontinued activitics 38 38 18
2,943 3,149 3,263 3,756 4,257
OPERATING SURPLUS/(DEFICIT)
Europe 81 54 56 36 16
The Americas 131 85 65 13 181
Africa 27 14 20 37 49
Middle East, Far East and Australasia 55 46 33 32 90
204 201 174 236 336
Discontinued activities (2) {3} (1)
232 198 173 236 336
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Number i Number on
SCIvIe i} onder (oions)
3 March 1989 31 March 1949

19RA-BY
tevehuc
fours flown

AN RART BLEL Y

Average
hours per
amnlt pa.

Avenaye
ape (years)

Concorde 7 7.994 1,142 12,3
Boeing 747-100 16 74,080 4,630 16,9
Bocing 747-200 24 110,708 4613 9.9
Bocing 747-400 19 (12)

Lockheed TriSear 1/50 9 25,627 2,847 13,7
Lockheed TeiSear 200 8 32,812 4,102 8.3
McDonnell Douglas DC10-30 8 36,329 4,541 10.3
Boeing 767-300 17 (21)

Boeing 757-200 (ii) 35 3 (6) 81,354 2,553 3.6
Airbus A320 4 6 6,371 2,300 1.1
Boeing 737-200 45 118,691 2,628 7.2
Doeing 737-300, -400 and -500 4 24 (11) 2,990 1,670 0.9
BAC 1-11-500 34 57,860 1,702 18.8
BAC 1-11-400 7,063 2,402

BAc AT 4 4 (8) 849 1,267 0.3
HS 748 11 22,614 1,941 9.6
rlired aircraft 2 3,271

TOTAL

including Caledonian Airways Lid 211 73 (58) 588,613 2,886 9.8

{i} Aircraft in service includes those owned, and those subject to finance, extended operating and other operating
leases of ac least one month duration.
(i} Excluding one aircraft delivered in March 1989 but not in service uncil April 1989,
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SCHEDULED SERVICES

Voltme of traffic carried

Revenue passenger km {m)

Cargo tonne kin {m})

Total revenue tonne km (m)
Number of passengers carried (000)
Tonnes of cargo carried (000)

Cuapaciry
Available seat km (m)
Available tonne km (m)

Load factors

Passenget load facror (%)
Break-even passenger load factor (%)
Overall load factor (%)

Break-even overall load factor (%)

Operations

Punctuality (% within 15 minutes)
Regularity (%)

Unduplicated route km (000)
Revenue aireraft km flown (m)

Yield
Revenue per passenger km (p)
Revenue per revenue tonne km (p)

TOTAL AIRLINE OPERATIONS
including Caledonian Airtways Ltd

Available tonne km (m)

Revenue tonne km (m)

Average fleet size

Aireraft utilisation {average hours per
aireraft p.a.)

Number of passengets carried {000)

Revenue flights {000)

Net operating expenditure per ATK (p)

Average aitline seaff employed
ATKs per employee (000)

1985 1986
38,386 41,334
1,292 1,356
4,810 5,155
15,951 17,016
259 274
56,031 60,759
7,275 7,956
68.5 68.0
59.3 62.2
66.1 64.8
58.2 59,8
85 82
99.5 98.8
521 555
229 248
5.87 5.80
52.1 51.7
7,837 8,601
5,267 5,673
153 159
2,653 2,720
18,397 19,681
197 210
29.8 304
36,861 38,939
2126 220.9

1987 1948 199
41,356 49,123 57,795
1,444 1,793 2,249
5,207 6,345 7,636
17,276 20,169 22,578
291 361 459
61,722 69,970 82,984
8,141 9,427 11,404
67.0 70.2 69.6
62.1 64.4 62.9
64.7 67.3 67.0
60.4 62.2 61.1
81 30 72
99,2 99.2 99,0
555 692 677
257 284 343
6.00 5.82 5.96
52.1 49.6 49.6
8,751 10,083 11,868
5,784 6,895 8,002
161 171 203
2,801 2,891 2,886
20,041 23,230 24,603
217 234 269
30.9 304 30,0
39,498 42,709 48,760
221.6 236.1 2434
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SHAREHOLDERS

As 2t 15 May 1989 there were 338,350 sharcholders, An analysis by size of holding is given below,
Size of sharcholding % of sharcholders th of shares
1 - 1,000 97.82 10.26
1,001 ~ 5,000 1.68 1.61
5,001 - 10,000 0.15 0,50
10,001 - 50,000 0.15 1.72
50,001 - 100,000 0.05 1.87
100,001 - 250,000 0.06 4,58
250,001 - 500,000 0.03 5,75
500,001 - 750,000 0.02 4,95
750,001 ~ 1,000,000 0.01 4,46
Over 1,000,000 0.03 63.90
100,00 100,00

'
| Meorgan Guaranty Trust Company of New York, the Company's ADR Depositary, has a non-beneficial interest {n 60,602,980 shares (approximarcly

8.49%) in the name of Guaranty Nominees Limiced, Liritish Airways is not aware of any otb, = intcrest in its shares of 5% or more
DIRECTORS' SHARE INTERESTS Ordinary Shaves Ordimary Shares Options
At 3¢ March 1989 subject 10 subject to Executive and SAYE
no restricrions restrictions Share Schemes
31.3.89 1.4.88 31.3.89 1.4.88 31.3.89 1.4.88
g Lotd King 29,684 29,564 316 436 561,117 294,451
; R A Henderson 700 700
Sir Colin Marshall 25,120 25,000 316 436 515,029 515,029
i *D M Stevens 500 ’
*M R Angus 3,000
A M Davies 5,000 5,000
J W Jessop 3,500 3,500
Sir Francis Kennedy 3,200 2,200
H U A Lambert 1,000 1,000
68,204 63,464 4,132 4,372 1,076,146 809,420

es respectively on the dates of their appointment to the Board.
1d on 7 April 1989, hulds no shaes in the Company,
achs case beneficial. The options under the Executive Share Option and

rying between 150p and 210p per share. No Director has any bencficial
hanges in the interests set out above

* 13 M Stevens and M R Angus held 500 and 3,000 shar

The Hon, G H Price 11, who was appoinsed 1o the Boa
The Dircctors’ interests set out above are in e
Savings Related Share Schemes are at ptices va
intcgest in any shares in any subsidiary of the Company, There have been no ¢
berween the end of the financial year and 17 May 1989.

QUTSIDE ADVISERS
Company Registrars: Lioyds Bank ple,
ADR Depositary: Morgan Guaranty Trust Company of New York

UNSOLICITED MAIL
British Airways is obliged by law to sake its share register available on request to other organisations who may then use

it 25 a owiling list. This may result in your receiving unsolicited mail. If you wish to limit the receipt of unsolicited mail
you may do so by writing to the Mailing Preference Service, an independent organisation whose services are free to you,
Once your name and address have been added to its records, it will advise the companies and other bodies which support

the secvice that you no longer wish to receive unsolicited mail.
If you would fike more deils please write to: The Maiting Preference Serviee, FREEPOST 22, London WIE 7EZ.

British Airways asks organisations which obtain its register to support this service.




NOTICE OF
ANNUAL
GENERAL
MEETING

Notice is hereby givn that the sixth Annual
General Meeting of British Airuays Ple wnll
be held at the Barbican Cenire, Silk Strewt,
London EC2, on Mowday, 17 July 1989, ai
12 ugon for the following purposes:

ORDINARY BUSINESS
1 To receive and adope the accounts for
the year ended 31 March 1989 together
with the report of the Directors,
2 To declare 3 final dividend.

The followirg Direetors retive by rota-
tion in accordance with Article 89 of the
Company’s Articles of Association wheo,
being eligible, offer themselves for re-
clection:

3 To re-elect Sir Francis Kennedy.

4 To re-clect Captain J. W, Jessop.

The following Dirceenrs retire in accor-
dance with Article 94 of the Company's
Articles i’ Asaciation, who being eligi-
ble, ofor themselves for election:

5 To eleet Mr M. R, Angus.

6 Ta clect Mr 12, M, Stevens.

7 Tao clece the Hon, C. H. Price 11,

& To re-appoint the auditors, Emnst &
Whinney, and to authorise the Directors
to determine their remuneration,

SEECIAL BUSINESS
#T'o consider and if tho.ught fic to pass
the resclution set out below as a Special
Resolution:
"That the authority and power con-
fereed on the Duectors by Article 11 (BB)
of the Company’s Articles of Association
tie 1eaewed for the period ending on the
date of the Annual General M-cting in
1990 or on 17 Octaber 1570, whichever
is the catlicr, and for such period:i—
a the  presciibed  amount  shall  be
£60,000,000; and
0 the section 89 amount
£9,000,000."
10 To consider and, it thought ft, pass
as an Ordirany Resulutiom
“that subject to the approval of the
Board of Inland Revenue, the amend-
ments to the Rules of che British Air-

shafl  be

ways Executive Share Oprions Scheme,
Savings Nelated Shate Opuon Selieme,
Profic Sharing Share Scheme, the US
Bxecutive Share Option M and the
US Employee Share Purchase Plan (the
“Sehemes™) containied in the vespective
revised ules of che Schemes produced
to this Meeting and for the purposs of
identification initialled by dhe Chairinan
be approved, subject to such modifica-
tions of those amendments or the Rules
of the Schemes as the, Direcrors may
consider necessary (or as may be conse-
quential) to obtain the approval of the
loard of Inland Revenue,”

By Order of the Board,
R J Ayling Seerctary

Registered Qffice

Speedbird Hoase

Heathrow Airport (London)
Hounslow TW6 2JA

London, 30 May 1989

a Every person entitled to awend and
vore at the Annual General Meeting of
the Company is entitled r» appoint a
proxy or proxies to attend and, on a poll,
vote instead of thar person, A proxy need
not be 2 member of the Company.

b No Lsitectors other than Lord King,
Sir Colin Marshall and Mr Derek Sce-
vens have service contracts with the
Company cr any of its subsidiaries. Cop-
ies of their service contracts and the reg-
iseer of intezests of Direcrors in the share
capital of the Company are available for
inspection during normal business hours
at the Registered Office of the Company
from the date of this notice until the
vime of the fortheoming Annual General
Mecting and copies will also be available
for 15 minutes prior to and at the
meeting,

¢ Copies of the Rules of the Schemes
inzurporatitzg the amendments proposed
in Resolution 10 are available for inspec-
von at the Registered Office of the
Company and at Linklarers & Paines, 59
Gresham Street, London EC2, during
usual business hours on any weekday
(Saturdays and Public B: k Holidays
excluded) from the date of this Notice
until the date of the Annual Genewl
Meeting and also at the place of the
Meeting for at Ieast 15 minutes prior to
and during the Meeting.




EXPLANATORY
NOTES TO THE
NOTICE OF _
AGM

The Answal General Meeting is the means
by which the Company meets the logal
reuirement i hold a meeting ol sharehaldors
every year. There are ten resolitions defore the
Aunsial General Meative, The first eight
resolations comstig. what s known as
“ordinary businss™, being those maiters
which have to be dealt with every year, and
the other twe resolutions are “special busi-
ness" wohich also require  shareholders'
approval,

GRDENARY HUSINESS
Resolution 1: Report and Accounts The
Directors of the Company are required
to present (9 the meeting the Report of
the Directors and aceounts of the Com-
pany for the preceding financial year.
Copies of the report and accounts for the
financial year ended 31 March 1989
together wich the repore of the Com-
pany's auditors on the accounts, are
contained in this document,

Resolution 2; Decluranon of a dividend 1t is
reconended chat a final dividend of
5.25p per ordinary share be declared in
respect of che year to 31 March 1989,
Approval of the mecting will permir this
to be paid on 28 July 1989,

Resolutions 3 and 4: Re-clection of Directors
Under the Comprmy’s Articles of Asso-
ciation, 2 proportion of the non-execu-
tive Dircetors of the Company retire by
rotation cach year and require to be re-
elected, In accardance with those provi-
sions, Sir Francis Kennedy and Captain
J WL Jessop arc ehe Directors who retire
by rotacion chis year.

Sir Francis Kennedy, aged 63, joined
the Board in 1987, Previously he served
in b coloniat and diplomatic service
fron. 1953 to 1986, retiring as Consul-
General in New York where he was also
Dircctor-General of Brivish Trade and
Investment for the United States. Sir
Franeis is also a Speeial Adviser to the
Chairman and Bosrd,

Captam Jessop, aged 68, has been a
Jirector of the Company since its incor-
e1don in 1983, Before that he was a
aember of the British Airways Board
from 1977. He hebi a sumber of

appoinoments in the didine including
Flighy Operations Director trom 1977 1o
1983 and Director of Safety Services
(rom 1983 until his reticement from the
Company's service in 1985, Captain
Jessop is  Charman  of the  Air
Satety Review Commireee,

Resolutions 5, 6 amd 7: Election of Direwors
The Company's Articles of Association
also require any Director appointed to
the Board to seek elecrion at the first
annual general ineeting nexe following
his appaiutment.

Mr Michael Angus, aged 59, joined the
Board in September 1988. He is the
Chaieman of Unilever PLC and his
other directorships include Whitbread
amd Company PLC and Thorn EMI ple.
Mr Derek Stevens, aged 50, joined the
Board in February 1989 and is the Com-
pany's Chiel Financial Officer following
the reticement of Mr Gordon Dunlop.
Mr Stevens was proviously che Finance
Director o TSB Group ple.

The Hon Charles Price II, aged 58,
joined che Baard in April 1989, He was
formerly U.S. Ambassador to the United
Kingdom. Mr Price’s ather directorships
include Hauson Trust Ple, The New
York Times Company and Texaco lne.
Resolution 8. Re-appointazent of Auditors
The Auditors may nor contivue in that
office unless re<appointed at the meeting
at which the accounts are presented,
This resolution proposes the re-appoint-
ment of Emst &  Whinney and
authorises the Directors to decermine the
remuneration to be paid chem,

SPECTIAL BUSIHNESS
Resolution 9: Allotment of shares By law,
shareholders* approval is required for the
allotmane of shares. Approval may either
be given for particular allotments or by a
general authority, The Dircctors were
given a general authority ar the Annual
General Meeting in 1988 but, unless this
is renewed, it will expire at the conclu-
sion of this Annual Genetal Meeting.
Resolution 9 renews the Directors™ gen-
eral authority for a period expiring at the
1990 Amnual General Mecting or 17
Oceaber 1990 if earlice, i rospect of
L60 willion of share capital (being just
less than a third of the present issed
share capital),

Sharcholders'  approval 4 also
tequired for the ssue of shares wholly
for cash otherwise than in acccidance
with certain stanztory pre-cmption pro-

Dengned by NAN - Topeser by Williaigs Led Cenvan - Priad in Bngland iy Royle Cooper Clrpg  BA 5309

visions comaned in the Companies At
1985, Approval & being sought m
respect of the allooment pursnane o a
rphts issue of alt the £60 million of
share  capital  whose  allotment s
auchorised and of ap to £9 million of
share capiral (being just less than 5 per
cent of the issued share rapital of the
Company as shown by the Company's
accounts) otherwise than on a nghts
wssue, This is the same as last yaar in
aecordance with che latest recommenda-
tions of the jeint working party of The
Stock Exchange and the investment
committecs of the National Association
of Pension Funds and the Association of
Brirish Iisurers, with whidh the Diree-
tors intend ta comply, bue requires cer-
tain miinor amendments to the Articles
of Association as ser our in the
Resolution.

In proposing this Resolution, the
Directors consider that it is in the inrer-
ests of the Company and its sharcholders
that Directors should retain the ability to
ke advantage of business opportunitivs
as they arise, withour the nred to incur
the cost and delay of an Extraordinary
General Meeting of the Company seck-
ing specific authority for the allotment,
The Directors propose that these author-
ities should be renewed annually.

Resolution 10; The Directors propose to
make tire following amendments to
employee share schemes ro bring the
schemes in line with current law and
practices-—

{i) The Savings Related Share Oprion
Sche.ae is to be amended to take advan-
tage of an amendment proposed in the
Finance Bill 1989 so as to allow the
option price of an option granted undes
the Savings Relawed Share  Option
Scheme to be fixed at a discount of up to
20 per cent of the marker value at the
date of grant, whereas at present the
option priee can be fixed at a discounr of
up o 10 per cent of the market value.
(17} The British Airways Exceative Shue
Option Scheme, Savings Related Share
Option Scheme, Profic Sharing Share
Scheme, US Exceutive Share Option
Plan and US Employee hare Purchase
Plan are to be amended to provide chac
the limitations on the shares available
under all the Dritish Airways employee
share schemes relate to the issue of new
shares subscribed  pursuant to  those
schemes, rather than existing  shares
purchased in the market.
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