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Application has been made to the Council of The Internationad Stock Exchange of the United
Kingdom and the Republic of irciand Limited (“The Stock Exchange™) for the Notes to be admitied 10
the Officisl List. A capy of this document, which comprises the Listing Particulars approved by The
Stock Exchange as required by the Financial Services Act 1986, has been delivered for registration 10
the Registrar of Companies in England and Wales. ST T

The Notes will initially be represented by a temporary global Note which will be deposited with
& common depositery for CEDEL S.A. and Euro-clear on or about 6th May, 1987 and which will be
exchanged for definitive Notes not earlicr than 90 days after compiction of the distribution of the Notes
as detecinined by Union Hank of Switzerland {Sccurities) Limited upon certification of non-11.5,
beneficial ownership.

Union Bank of Switzerland (Securities) Limited
Barcluys de Zoete Wedd Limited Phillips & Drew Limited

Deutsche Bank Capital Markets Limited
Banque Paribas Capital Markets Limited Chemical Bank International Group
Commerzbank Aktiengesellschaft County MNatWest Capital Markets Limited
Credit Sutsse First Boston Limited Daiwa Earope Limited
Dresduer Bank Aktiengeselischalt Goldman Sachs International Corp.
B Samuel & Co. Limited 18) Intermational Limited
Ylefiwort Benson Limited Lloyds Merchant Bank Limited

Banque Bruxelles Lambert S.A.

Sumuet Montagw & Co. Limited Morgan Guaranty Lid
Mogga Stantey Internatioval Nomuta International Limited
Silitiow Beotlers Internationat Limited J. Henry Schroder Wagg & Co, Limited
Gwies Banls Covporation International Livnited Teronto Dominion Iniemitional Limited
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This Offering Ciicsiar constitutes Hsting particulars given in compliance Wit the l{e,g:ulaFEnns of
the Council of The Steck Exchange for the purposes, of giving information .\\'ilh,xegax:.l 10 British Airways
and.the Notes, The Issuer accepts respexsibility for the inforaation contained in tbis docurnent relating
tn the Lsuer and its subsidiaries and the Notes, To the hest of the knowledge and belief of the Issuer
(which. has taken. all reasonable care to ensure that such is the case) the information containgd in this
document fox which it is, responsible is in accordance with the facts and does Rot st anything likely,
i, the context, of the issue of the Notes, to affect the import of such information,

Listing. pacticulars relating to British Airways were published on 27th January, 1987, in
gonnection with the sale by HM Covernment of shares in the Issuer {the “*Jasuary Lnstang Parl'nculars“)
and; copies are available in the Extel Statistical Service, The information in this Offeriug Circular is
given having, regard to the information about the Issuer which is available te investers or their
professionul advisers in the Junuary Listing Particulars,

No: dealer; salesman oz any other person has been authorised to give any information or 10 make
any representation not contained in this Offering Circular, and, if given or made, any such iufarmation
or representation. must not be relied upon ss having been authorised by the Issuer or by any of the
Managers, (as defined under “Purchase and Sale” helow). Neither the delivery of this Offering Circular
no# any sale of any of the Notes shall under any circumstances creaie any implication that there has not
bien any change in the affairs of the Issuer or its subsidiaries since the date hercol.

This Offering Circular does not constitute an invitation to subscribe or purchase any Notes,

Offers and, sales of the Notes are subject to certain restrictions in relatien to the United States of
America details of which are set out under “pyrchase and Sale” below.

DEFINITIONS
BA, British Airways or Issuer British Airways Ple. or, where appropriate,
British Airways Board
Group BA and its subsidiaries
Adrline BA and its subsidiaries British Airtours Limited
and British Airways Engine Overhaul Limited
bn ot billion 1,000 million
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CONDITIONS OF THE NOTES

Subject to amendment in the Trust Deed, the terms and conditions of the Notes, which wili
appear on: each Note in definitive form, will be as follows:

The £100,000,600: 9Y; per cent. Notes duc 1997 (the ~Notes™) of Britisi Airways Ple {ithe
#[ssuer™) form. a series of Noles, constituted by a Trust Decd {the “Trust Deed™) dated 6th May, 1987
and: made between the Issuer of the one part and The Law Debenture Trust Corporation p.le. (the
sTrustee™, which expression shall wherever the context so admits include such company and all other
persons. o companies forthe time being the trustee or trustees of the Trust Deed) of the other part. The
Trustee shall. act as. trustee for the holders of the Notes (the “Noteholdexs™) in accordance with the
provisions of the Trust Deed (copies of which are available for inspection at the principal office for the
time being of the Trustee in, London, being at the date of zhe Trust Deed at Princes House, 95 Gresham
Sirect. London EC2V 7LY, and at the specified office of each of the Principal Paying Agent and 1he other
Paying Agents reterced to in. Condition 7 {together the “Paying Agents™)). The statements in these 1erms
and conditions (the *“Conditions™) inctude summaries of, and are subject 10, the detailed provisions of
the Trust Deed, The Noteholders and the holders of the bearer inlerest coupons appertaining to the
Notes {ihe *Couponholders™ und the “Coupons” respectively) are deemed 10 have notice of, are bound
by, and are entitled to the benefit of, all of the provistons contained in the Trust Deed. Only the Trustee
may pursue the remedies available under the general law or under the Trust Deed to enforce the rights
of theMoteholders and Couponholders and no such holder will be entitled 10 proceed against the Issuer
unless the Trustee, having become bound to do so in accordance with tke terms of the Trust Deed, fails
or neglects to do so within a reasonable period and such, failure or neglect shatl be continuing. The
Trustee shalt not be so bound unless (a) it shall have beea so directed by an Extraordinary Resclution
(as.defined in the Trust Deed) of the Noteholders or so requested in writing by the holders of not less
than, one-fifth ir principal amount of the outstanding INotes and (b) it shall have been indemnified 10
its. satisfaction. Expressions defined in the Trust Deed shall have the same meanings in these
Conditions.

For the purposes of these Conditions:

(a) ‘““Relevant Date” in relation to any Note or Coupon meaus the duc date for payment thereof
but, if the full amount of the moneys payablie on such due date has not been received by the Principal
Paying Agent or the Trustce on or prior to such due date, it me=ns the date on which notice isduly given
1o the Noteholders. in accordance with Condition 14 that such moneys have been so received; and

(b) “Notes™ shall tnclude, other than in Condition 3, any Notes issued so as to form a single
series with the Notes and “ijotcholders™ shall be construed accordingly.

1. Status

The Nates seaatitute direct, saconditional and unsecured obligations of the Tssuer and rank paif
passu.without any prefecence or priotity among themselves and (subject to such exceptions as are from
time to: time applicable under the laws of England) cqually with all other present and future unsecured
obligations of the lssuer (other than subordinated obligations, if any).

2, Form, Denomination and Teansfer

The Nates are secially rumbered and in bearer form in the denominations of £1,000 and £10,000
cach witly Coupons attachied thercto on issue. Title to the Notes and Coupons will pass by deliveryand,
exeupt 1o ordered by a coust of competent jurisdictioi or as required by law, the Issuer, the Trustee and
the Paying Ageuts. shalt be entitled to treat the bearer of any Note or Coupon as the absolute owner
thereaf and shatl not be required to obtain any proof thercof or as to the identity of the bearer.

3. Iuterest

The Notes Lear interest front ¢th tAay, 1987 at the rale of 915 per cent. per annum, payable
annually in artear 61 §th May, beginning in 1988, The Notes wilt cease 10 bear interest from the due
date for redempticn unless pay ment of the principal is improperly withheld or upen due presentation
refiused. [nterest in respect ofa period of Iess than one year shall be computed on the basis of a 360 day
year of 12 months of 30 days eaclt and, in the case of an uncomplsted month, the number of days
ehipsed:

4. Redemption
fa)  Finab Redemptioit

trnliss previousty redeemed of purchased and cancelled as provided under Conditions 4(h), 5
anidi 6 espectively, the Notes will B redeemed at par on 6th May, YenT,
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(h  Redemption. for Taxation Reasons

If the Issuer, satisfies. the Trustee immediately prior to the giving of the novice referred 10 below
that on. the occasion. of the pext payment of intexest in respect of the Notes 1he Jssuer would, for reasons
outside its. control, be unabie 10 make such payment without having 1o pay additional amounts as
described: in; Condition, 8, the fssuer may having given not less (han 30 nor more 1han 45 days' notice
1onthe Noteholders in accordance with Condition 14, redeem all, but notsome only, of the Notes ai par
together with. interest accrued 1o the date of rediemplion.

(c) Notices

Upom: the expiry of any such notice as is referred 10 in Condition 4¢h) the 1ssuer shall be bound
to: redeem, the Notes at par together with interest accrued to the date of redemption.

5, Purchase

{aj The Issuer orany ofits Subsidiaties may at any {ime purchase Notes provided 1hay, sa long
as the Notes are listed on The International Stock Exchange of the United Kingdom and the Republic
of Ireland Limited ¢ The Stock Exchange™), (i) the price (exclusive of expenses and accrued interest)
shail not exceed, in the case of purchases made through The Stock Exchange or by tender, the average
of the middle market quotations taken from The Stock Exchange Daily Oificial List for the 10 business
days. before the purchase is mude or, in the case of 2 purchase made tirough The Stock Exchange, the
market price of the Notes, provided that such market price is not more than 5 per cent. above #.¢h
average or, in the case of a purchase of Notes by private treaty, 120 per cent, of such middle market
quotation on the last business day preceding the dae of purchase and (ii} if purchases 2re made by
tender, tenders are made available to all Notcholders alike.

(b) Nows purchased pursuant 10 this Condition must be purchased with all unmatared
Coupons appertaining thegeio attached or surrendered therewith and may not be resold or reissued and
shall be surcendered for canceliation.

6. Cancelladion

All Notes redecmed pursuant to Condition 4 and alt Notes purchased and surrendered pursuant
to Condition 5 {tegether with alf pnmatored Coupons appertaining thereto attached or surrendered
(heseveii) shall be cancelled forthwith.

7. Payments

(1) Paymentsof principal and interest in respeet of the Notes will be made against surrender of
the Notes ar Coupons, as the case may be, at any specified office of any of the Paying Agents, All such
payments will be made in sterling at the specified office of the Paying Agent in London or, at the option
ofthe holder, at any specified office of any Paying Agent by a sterling cheque drawn on a Towis Clearing
branch of, or by transicy to a sterling account maintained by the payec with, a bank in London subject
irv a1t cases to any fiscal o other laws and regulations applicable thereto n the place of payment, but
without prejudice 1o the provisions of Condition 8.

{by The names of the initial Paying Agents and their respective specified offices appear at the
end of these Conditions.

{c¥ Notes should be presented tor redemption together with aill unmatured Coupons, failing
which theaggeepate amount oFany missing unmatured Coupons (or, in the case of payment ofp}'incipal
not being prade in fall, the proportion of the aggregate amount of such missing unmatured Coupons that
the sum of principal so paid bears to the total principal amount duc) will be deducted from the sumduc
for payraent. Any amount of principal so deduvied will be paid in the manner mentioned above against
guttender of the refative missing Coupons at any time in the period cxpiring 6 years from the datc
mentioned on the face of the Coupon or, if onger, 12 years from the Releva. 1 Date for the payment of
suck principal. I the due date for payment of a Note is not 6th May, the mierest acerued Trom the
pctceding 6th May shall be payable « ‘ly against ptesentation of the relevani Note.

(d) IFthe due date for payment of any amount of principal or interest in respect ol ony Noteis
ot o Business Dy (s dofined i the Trost Desd) in London and in the place where the felevant Note
b Couipus, ts-the case may be, is presented for payrtient, then the hofder thereof shall hot be entitied
to puiyhient by transfet o a sterling account o the sstiount due untif the wext following such Business
Dicy o toany forther intesest of Giftef bayment in respect of such delay. )
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(e} The Issuer reserves the right at any time to terminate the appointment of any Paying Agent
and; with. the approval of the Trustee, to. vary the terms of appointmeny of any Paying Agent or ta
appoint additional or other Paying Agents provided that it will at all times maintain Paying Agents
having specified offices in London ard in 2 major city approved by the Trustee in continental Europe,
Any variation, termination or appeintnent shalt ondy take effect (other than in the case of insolvency,
when i shall be of immedisie eifect) after not more than 45 nor less than 30 days’ prior notice thereol
shallhave been riven by the Issuer to the Noteholdezs in accordance with Condition 14. Motice of any
changes in the specificd offices of the Paying Agenis will be given promptly by the issuer to the
Noiteholders in aceordance with Condition 14.

8. Taxation

All payments of principal and interest by the Issuer will be made without withholding or
decluction for or on account of any present or future taxes or duties of whatever nature imposed or levied
by or on behalf of the United Kingdom or any authority of or in the United Kingdom having power to
tax, unless the withholding or deduction of such 1axes or duties is compelled by law. In that event, the
Issuer wiil pay such additional amounis of principal and interest as will result in the payment to the
WNotcholders or Couponholders of the amounts which would otherwise have been receivable in respect
thercof had no such withholding or deduction been made, except that no such additional amount shall
be payable in respect of any Note or Coupon presented for payment: ‘

(a). by, or on behalf of, a holder who is liable to such taxes or duties on such Note or Coupon
Ly reason of his having some connection with the United Kingdom other than the mere
holding of such Note or Coupon; or

(b) at any specified office of a Paying Agent in the United Kingdom: or

(c} more than 30 days after the Relevant Date except to the extent that the holder would have
been entitled to such additional amount on presenting the same for payment on such
thirtieth day.

References in these Conditions to principal and interest shall be deemed also to refer 10 any
additionad amounts which may be payable under this Condition or any cbligation uaderiaken in
addition thereto or in substitution therefor pursuant to the Trust Deed.

9. Repayment on Event of Default

Upon the happening of any of the events listed in paragraphs (a) to (h) of this Condition, and
upon the Trustee giving wrilten notice to the Issuer, the outstanding Notes shall become immediately
due and repayable at par together with accrued intercst as provided in the Trust Deed.

If the cvent falls within paragraphs (b) to (h) no such notice may be given by the Trustec unless
the Trustee certifies to the Issuer that the happening of such event i in its opinion maierially prejudicial
to: the interests of the Notehelders. Subject thereto, the Trusice may, and if so requested in writing by
the holders of not [ess than one-fifth in principal amount of the outstanding Notes or if so direcied by
an Extraordinary Resolution of the Notcholders shali, give such notice as aforesaid,

The said events are thatz

(#) thereis default for moze than {5 days in the payment of any interest due in respect of the
Noles: or

(by thercis default inthe performance or observance by the Issuer of any obligation or provision
under the Trust Deed or the Notes (other than any obligation for the payment of any
principal or interest i vespect of the Notes) which continues for more than 45 lays aiter
witten notice thereof shall have been given to the Issuer by the Trustee (excepl where the
Trustee thall have certified {o the Issuer that such default is, in its opinion, incapable of
femedy, when no such tiotice of continuation shall be required); or
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{c). asaresuli of a default by the Issuer (other shan 2 defaun arising due te compliance by the
Issuer with any applicable law or directive or (provided that the 1ssuer has satisfied 1he
Trustee that it is reasonable 1o comply therewith) with any requirement, whether having the

force oflaw or not, of any government or regulatory authority 10 which the Issuer is subject,
unless, such default results in the Issuer becoming bound 16 1epay prematurely any of its
indebtadness, for borrowed monsys as described in (i} below (not being shat in respect of
which the dcfault has occurred) and steps are 1aken 1o obtain repayment thereol).~—

{ij the Issuer becomes bound to repay prematurely any of its indebtedness for Lorrowed
moneys having an outstandizg aggregate principal amount ofat least £20,000,000 ot its
eguivalent in any other curiency oF currencies (e »gpecified amount™) and sieps are

taken to obizin repaymant thereof; or

{isy any such indebledness having an outstanding aggregate principal amount ofa least ihe
specified arnoun o any guarantee or indemnity of the 1ssuer of any indebiedness 1
any person for horrowed moneys having&n outstanding ageregatle princip.’ amonat of

at Jeast the specified amiount is not, when due, calied of Jemanded, repaig or paid by
th latest of its due date, the expiry of any applicable grace period and {if paymen? is
prevented by any applicable law) 15 days after the first aie on which paymem s
permitted.

provided that any such acceleration of matugity, defanit of failure to pay, as the cast may
be, shall not. constitute an event upen the happening of which the outstanding Noies may
(subject as mentioned above) become immediately due and repayable so fung as the Jssuer
satisfics the Trustee that it is being contested it good faith by the Issuers or

(b aresolution is passed, ¢r a final orderof'acourt in the United Hingdoem is made, or an order
of a court of competent jurisdiction outside the United F ingdom is mace and, where
possible, nat discharged of stayed within a period of 65 dw 4, that the Tssuer b 2vound up

or dissotved (otherwisc than for the purposes of & recansty jclion, amalgamarorn O MeiEer
the terms of which have previousty been approved in writing by Ui % rusiee); or

(e} an encumbrancer takas posiession or an adminisirative or other receiver is appointed of the

whole ora substantial part of the assets or enderiaking of the Issuer or an administratien
grder ts made in relation ¢ the Issuer and such taking of possessien, appointment or order
is not relcased, discharged or cancelledt within 60 days; or

(6 a distress, execution or seizure belore judgment is levied of enforced upon or sued out
against a substantial part of the assets or undertaking of the {ssuer and is not discharged,
dismissed: or stayed within 64 days thereof: or

(g} the Issucr stops payment generally of (otherwise than for the purposes of a reconstruction,
araalgantation ot merger the terms of which have previously been approved in writing by
the Trustac) ceases or threaleps 1o Loase 10 carry o all of substantially all of its business or

is unable to pay its debts yencraily as and when they fait due; or

(h)y theIssuer makes aa assignment for the benefit of ereditors genemily or admits in writing its
inability W pay its debts gonsrally as they become due of takes corporate aciion in
furtherance ©f any such action.

10, Prescription

Notes und Coupons wilk become void uniess presented for pavmicnt within ¥2 vears:and 6 yeais
espicotively fomy the Refevant Pate theretor.

vi. Modificutions, Waivet, Substitation of Frincipal Debzoc and Meetings of she Nimcholders

() The Trastee may asree, without the conseat of the MNoteholders or the Cou ponhelders, 1o any
modificutiowof tae provisions of the Trust Dreed, the Notes or the Coupons which ir: the opinion wfihe
gruster is-obatormal, pinGe 0 techntork natare, i madic 16 Coive a wranifest ervorior Gtihicdd focertain
exceptionsyis nov materialy prejudicist to the interests of the Notehoidess. The Trusiee may 21so agree
W HOUL ALY S CONSENE oyt Waivar oF anthorisation o¥ uny breach ot proposed breach uf any ol the
provisions o the Feust Exeed. the Notes of the Coupons which s et in itsopinion maenslly przjudicidl
o e tnterests of the Sotehotders,

(53 Ll Teastee trap Wi sgre, withost any Swckh Cohsetr, W fhe substilution of any athiet
cl D as prind pabdibtot wrdier the Teust Deed, the Notvs and the Toapons, gehert do the yeferant
peavisieng of W et Daak, by vel Yeguanevatnty s whia Trstes muy Suredt v the wpiciests of 4he
Noterold ey sttt 0 e Moy eastyss P vornditoni i reavesatile st o the Tsseer O 4
e oo ut By aes o the Renzey (s difiied oo the T Thecdy witfis The subsiitne princpel
Jkorp b el S sy Blob. s, T comeeeist Wit gty irefiosedt cubtsition ds 2ierosaid, the
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T:uss?c:- shall pot have regard to the consequerces of such substitutien for individual Noteholders
rcstflung- f‘mm_thgm ‘bekng for any purpose domiciled or resident in, or otherwise copnected with, or
subject ve the jutisdiction of, any particular territory.

{c} The Trust Deed contains provisions for convening meetings of Notcholders to .pnsider any
matter affecting their interests, inciuding the medification by Extraordinary Resolution of these
Conditions.or the provisiovi:s of the Trust Deed. The quorum at any such meeting is two ar more persons
helding ot representing a clear majority in principal amount of the Notes for the 1ime being outstanding,
Or avany adjourned such, meeting two o¢ more persons being or representing Notcholders whatever the
principal amount of the Notes so held or represented, except that at any meeting the business of which
includes the medification of certain of these Conditions and provisions of the Trust Deed, the necessary
quorum for passing an Ex tracrdinary Reselution is two or more persoite holding or representing not less
than; two-thirds, or at any adjouned such meeting not less than one-third, in principal amount of the
Notes for the time being outstanding. An Extraordinary Resofution passed at any meeting of
Notcholders wifl be binding on all Nateholdlers, whether or not they are present at the meeting, and on
all, Couponholders.

() Any such modification, waiver, authorisation or stitution shali be binding on the
Notcholders and the Couponholders and, unless the Trusice s thenwise, any such modificaiion or
substitution shall be notilied to the Noteholders as soop as pussible thercafier in accordance with
Condition 14.

12. Further $ssues

The lssuer is at liberty from time to time without the consent of the Noteholders to create and
issue firrther bonds or notes either ranking pari passu in all respeets {or in all respects save for the first
#aymientofinterest on such further onds or notes) and so that the same shall be consolidated and form
wsingle serics. with the outstand g bonds or notes of any scries (including the Notes) constituted by the
Trust Deect or any deed supplemental thereto or upon such terms as to interest, conversion, redemption
and otheswise as the Issuer may ot the time of the issus therent determine. Ary father bonds or notes
forming,a single serics with the outstanding bands or nutes of toy senc constituted by the Trust Deed
or any deed supplementat thereto shatli, and any other fuviker bands or notes may {wih the vonsent of
the Trustee), tic constituted by a deed supplemental to the Tast Deed. The Trust Deed containg
provisions for convening a single meeting of the Woteholders and the holders of bonds s noizs of other
scries in certain circumstances where the Trustee 5o decides.

13. Replacenv:nt ol Notes and Coupons

If'a Note or Coupon is mutilated, defaced, lost, stolen or destroyed it may be feplaced a1 1he
specified officeof the Principat Paying Agent on payment of such costsas may be incurred in connection
therewith sind on: such terms as to evidence and indemnity as the Issuer may reguire. Mutilated or
defacedi Notes, or Couports must be survendered before replacements will be issued,

14, Notices

All notine regarding the Notes will be duly gives if sublished once in 2 lcading London daily
newspapet, which: is expectad to be the Firarcial Times, or, if publication in London is not in the
opiniows of the Trustee practicable, in another feading English language daily niewspaper with geners)
circulation i Europe vppyaved by the Trustee. Any such notice shali be deemed 1o have been given on
the date of publication ov, if publisked more than onee, on the date of Yirst such publication.

£S5 lnderanifivative of Frustey

The Trust Deed comfarms provisons for Whe indemmification of the Tywswee in cerain
circumstances dndd far its velief” frow vesponsibility, intleding provisions velieving i1 from vuking
proceedings to enforce abligutions wnless indewinifion  its satisfaction.
F6.  Gaveringy Luaw

The Notes, e Covpors wnd the Trasy Deed st govertad by, wnd shall b consteund in
icconditice with, Bugttade e,

Y OF PROCEEDS

e her proveedb ot e issie, witielr wre euseaal todrhount Yo 2pstormmstely €99 460,000, 4l

e usad oo the Bever fof Sty gl corptiaty Plritan,
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DESCRIPTION OF THE ISSUER

History,

British. Airways can trace its origins back to the pioneering days of civil aviation after tbe First
World War, Tl world's first daily international scheduled air service commenced on 25th August, 1919
andiwas.operated; by Aircraft Transport & Travel Limited, which was combined in 1924 with a number
of other. privately owned air iransport companies to form Imperial Airways Limited, Imperial Airways
and: the ociginal privately owned British Airways Limited were nationalised in 1939 10 form British
Overseas, Airways, Corporation. In 1946, BOAC commenced scheduled services to New York, fullowed
by sepvices 10, Mentreal and other major cities on the east coast of the United States and in Canada.
Services.were introduced 1o-Japan in 1948, Chicago in 1934 and the west coast of the United States in
1957,

fn; August 1946, British European Airways Corporation was cstablished as 2 separaie stalutory
corporation. 1o take over and develop the European secvices of BOAC. BEA also developed a domestic
network 1o various points im the tinited Kingdom, including Belfast, Edinburgh, Glasgow and
Manchester. The businesses of BOAC and BEA were combined in 1974 under the newly formed British
Airways Board,

In. July 1979, HM Government annous od its inteation to sell shares in British Airways. Lord
King was appointed chairman in 1981 and was charged by the Secretary of State for Trade 10 take all
npecessary sieps to xestere the Group 10 profitability and prepare it for privatisation. The present chief
exccutive and chief financial officer were appointed in 1983 and 1982, respectively. On is1 April, 1984,
British Airways Plc sueceeded to the business of the British Airways Board.

In:January L987, HM Government offered for saleup to 720.2 million Qrdinarv shares, the whole
off i izsmed. share capital of the Issuer, 118.6 million of these shares were the sabject of separate
offerings in the United States, Canada, Japen and Switzerland. BA's ordinary sharcs are listed on The
Stock. Exchange and (in the forms of Aracritan Depositary Shares) on the Mew York Stock Exchange and
The “Toronto Stock Exchange, HM Government has disposed of its entire sharchelding in the Issuer,
except for approximately L7.7 million Ordinary Shares which it has retined to meet entitlements under
a Toyalty share bonus arrangement which it made available as part of the offer for salc.

Capitalisation

‘Fhe capitutisation of the Issuer as at 31st December, 1986, without adjustment 10 give cffect 1o
the issue of the Nows, is as follows:—

Im
Wank and other loans repayable:
WHLHID O0G YT cveire - mearncscsssnmasrvannanecs Crerrardaeriviiansuennn 31
Aflcr MHOTC thilk ONE YEACecieesusvesvasrsevrssnsunsmsssrtocasnssr Cerasiaasans . 190
241
Crpital obligations under finance keases payable:
VWLLHEL ONE YEE . « o evtatoresvevumvasimsanusssssvstovssrssutssssstaversssnsane 17
After MOTe LHAR: ORNE YA vut v iursvaussacvvvasssremvasvaiviamaussasysausvusus 70
87
Total borrowings and capital obligations under fnance RaseSi v vvvvvevuanitovevisy 324
nacholders” equity
Ovdinary Shates of 25p eack
Authiorised—960 milliow
" . 4 - g Ny g
fosted and Ralty prid—T202 MO <o vvvvvivrivivure vvii s s e 1%
Rﬂsurw\;&stuxxsmsnuuhc.t.;mu\;\\~»-sﬁ\-n\-~s-n~vv-\.uuwu;uuvg‘»---vuucu--w-vuou-44~4o 43‘)
Nl‘iﬁut’it’g’ilﬁterﬁs‘&kthbs\!L\\b\mt.h.i-.Lh\twusth\-h&\ubnhiuu\...vv\dbuavusv'q‘sda!.Aoa.do ﬂ
Totil SHareHoldREsT BUUELY. . con vt oienvne rostmiiti v s v e 1620
Total CapitalSIION « oo vovvevvn it i s s s e e 48
E——41
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Subsmnlially all borrowings and capital obligations undex finance leases are fenominated in 1.8,
dotlars, In relation my-certain, borrowings, Hat Treasury has given the Group coveragainst losses azising
from changes.in exchange rates under the Treasury exchange cover scheme, an arrangemen operated
M. respect of varioys, nationalised, industry borrowings as pan of HM Government's management of
foreign, currency reserves, The Group aceounts for these borrowings as sterling obligations and they are
franslated: ag the rapes of exchange fixed by HM T reasury when the cover wag effected, At such rates of
exchange such, borrowings amounzed to £92 million ay 315t December, 1986, Al other borrawings and
capitalobligations under finance leases, which are deaominated in foreign currency have been translated
intosterlj ngatthe rates of exchange prevailing at the close ofbusinesson 31st December, 16986 or, where
the Joan, Fepayment instalments, havs been covered forward, a1 she applicable forward {ontract rate,

Enuil Ist April, 1984, BA was able 1o enler into arrangemens for borrowings and firance lease
obligations with, the benefit of. suarantees provided by HM Treasury. At 3t December, 1986 principal
and'interestjn respeet of alf outstanding borrowings and payments amounting to £87 million in respect
of capitgl obligations, under finance leases were guaranteed by HM Treasury and these guaraniees will
remain: in force for the life of these loans and inance feases. If any such guaraniee js called, the
undertaking and all the property and revenues of BA would be charged with the repayment of any
monies. paid thereundor with, priority from the date on which BA commitied 1o or incuryed the liabitity,
At 3Ist December, 1986 there way. no other sccurity in respect of any of the Group's outstanding
indebtedness.

AL3lst Decem ber, 1986 the Grop had contingent liabilities jn respect of obiigations of the Issuzyp
and guarantees, given by or on behalf of subsidiaries and related companies amaounting 10 £26 millioy,

Cash. balances angd short-term deposits amounted 1o approximately £22§ million a1 31g
December, 1986,

BA.is. party to certain opcrating leascs which, at its option, may be converted into finance Jeases,
None of these leases has been so converted and hence obligations thereunder have not been included
in: the above Statement, Further details of these operating lease rrangements are set out below under
“Business-—Fleet™,

Reserves are stated as at 30th September, 1986, the date of the latest audited consalidaled
accounts of the Group,

There has been no material change in the borrowings and finance lease obligations of the Group
since 3tst December, 1986,

Business
ntroduction

British Airways® principal activities are the operation of inlernationai angd domesiic scheduled
and’ charter air services tor the carrizge of passengers and cargo., BA is one of the world’s Jargest
international scheduled aitlines. In 1985, the tatest year for which relevant industry statistics are
aviilable, the Airline ranked first in terms of the number of internationaj scheduled passengers carried
and sccond: {n terms of Tevenue tonne kilometres on intermational scheduled services,

BA's main: business is the provision of scheduled passenger services, In receny ¥ears, this has
accounted: for approximately three-quarters of Group urnover from continuing aciivities, The cargo
Qperation; which carries botky {reight and mail, is integrated with the passenger business as cargo s
generally carried in the: holds of aiveralt ying scheduled DASSENRLL services,

The Group®s charter activiites are principalily operated by British Airtours, Ba'g wholly-owned
subsidiary, ‘Tlic Atrline slso provides other SCTVECES fo oulside partics, such as passenger and cargo
handling and aiccraly ang enging maintenance, Iy addition, the Group'y opevations fnclude ceraiy
Howaithine detivities, the favgest of these being, the sale of packsge holidays,

Kobkie: network:

Biitishe Aitwiys® fter wtional seheduled rouse retwak Ivonme of the wond's s extensive, Iy
iy the Busis of fie Business 3% vperates, on avetage, wivre thay 3700 schieduled Niphity o week
t sorue 145 destinations. in 63 cosnttios wnd i tie yeur endied 315t March, Y985, cartied apgtoximately
L thiliot: passetimers ot ity intertiationny velodatod servicey,
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BA_ 3[30' operates an extensive domestic scheduled network. In thie year ended 31st March, 1986,
over 4 million, passengers. travelled on this network, which provides an important feeder for BA'S
internaucnal services.

The mast sigaificant routes in terms of turnover and contribution 10 profits are certaip lopg
established intercontinental and European routes developed by BA's predecessors. In recent years, these
haye included those to the United States, Australia and New Zealand, Canada. Hong Kang, lapan,
South, Afiica, France, ltaly and West Germany (including internal West German services) which
together accountedt for 58 per cent, of Airline traffic revenue in the year ended 31st March, 1986 and
57 per cent. in the six months ended 30th September, 1986. Ofthese, the routes to 1he United States are
the most significant in terms of both revenue and contribution 10 profit. They contributed 23 per cent.
of Airline traffic revenue in the year ended 31st March, 1986, The most important U.S, destination is
New York with two supersonic and three subsonic flights daily for most of the year.

Fleet
In secent years, British Airways has undertaken a major programme of aircrafl acquisition,

modification and refurbishment. At 315t March, 1987, the Airline operated a fleet of airerafi, details of
which are sct out below:—~

Aireraft Number Afrcraft Number
Longhauf (fntcrcontinental services) Shorthaut {principaliy European services)
Concorde . euvwivaacronsrnrenass 7 TriSIar feeenceecncaceaanass 6
Bocing 747-100. . i covienivsvannis I6 Boeing 757........ Cesenimarias 26
Boeing 747-200. . (cvuvencannnsss 13 Bocing 737 ccvvncanas 44
Boeing 747-200-Combi. v avvenee 3 BAC 1-11-800. . ccieninininnnan 21
TriStar 50 i vovrrrcnrcrianeneann 3 BAC 1-11-400. .. .0cvvvennnnns .e 6
TriSinr 200 cvvavroacssrannanns 8 | A L b S P 8
TrSIAr 500 cvvverrareaiioniares 3

52 112

A turther Bocing 747-Combi which had been defivered at 31st March. 1987 has now gone into service
and an additional Boeing 747-200 has been delivered and is due in service shorily. Of its aircraft, 116
are owned by BA. 7 are held under finance leases, 28 arc held under extendible operating icases (sce
below) and 13 are held under other operating leases.

Retween Lst April, 1980 and 3ist March, 1987, 56 new aircrali were purchased, representing a
total capital investment of approximately U.S.$1.2 billion. A further 28 aircrafl with an initial purchase
price to the [essors of approximately LAS.5900 million have been obtained under an extendible operating
fease facility: In addition, the Airline eperates a pumber of aircraft obtained under short-lerm operating
feases. [t the same period, BA disposed of 117 aircraRt, which were gither less efficient or Jiss silied o
BA's requitements. The rarnaber of basic types of aircrafl operated by BA has been reduced from tenal
Ist April, 1980 to sever at kst March, 1937 and over the samc period the average age of the fleet has
fullen: frome approximately 10.9 to 9.0 years.

EA is onc ofonly two bislines opesating Concorde, which is the fl.gshin of its fleet. BAs Concorde
fleet has carried nearly one million passengers stnce iktroduction in 1976. In addition 10 their regular
supersonic scheduled services to the United States, Concordes undestake specific charter ‘operations
theoughout the workdl

to; order to replace the Boeing T47-100s, the oldest aircrafi in the Jonghaul flect, BA hay
committed! to obtadn £6 new fong range Rolls-Royte powered Bocing 747-400s, ‘as well as ten spare
ergines, These aireraft are scheduled for defivery between spring 1959 and Yatc 1990. In addition, BA
s optiots ory & furttier ¥ aiteraft and Give spare exgines of this iype for subsequnt dadivery, In
Detember F996, BX entered into & U.S82.3 billiow Yaality with 4 woup wi trimational bunks
{syitdiatied foe farge group of banks in Janwiry 1987y tor fivance the {6 aircrafl and fen spare engines,
ditaits ofwiicl oy givew below.

Ol Fivver Bosing TC1200 Combs s to for delivery ih Febreary 1988, one Bocing 757 dsdue
for delivery fwSepromber 1987 and trve further Boweny 157 huve bee ordered for dehvery thithe first
Hall of 1988

Rrestil tocentt, nitonsh Bave beew purclased outglt or acgaited uhder long-term fihancs Yeases.
Elotiee, ¥ Rctn yisars, B Sae obvaived fnordasity wuttibers wf eieorafl on operstivg leases-which are
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atther for short iﬂixed» terns or are for short terms extendible at BA’s option for additional periods and
are also convertible into finance leases, These have principally been shorthaul aircraft obiained under
a 1.5,%950 million extendible operating lease facility.

The new. facility in. respect of the 16 Boeing 747-400s and ten spare engines is intended 10 be
flesible inthat it will enable BA to choose between 2 number of financing options for each aircraft with,
where afplicable, an associated spare engine and includes certain assel value support from banks and
the manufacturers, The options include not only an extendible operating Jease structure but also direct
loan. financing, debt instruments under bank guarantees, stand-by creditand finance lease arrangements,
BA's present intention is to utilise the facility by adopting an extendible operating lease structure for
cach, of the L6 aircrafi anid any associated spare engine.

Operations.

Fhe centre of the Airline’s network is London's Heathrow airport, which is one of 1he
interuational aix transport industry™s principal hubs. Heathrow handles more international passengers
and flights and serves more international scheduled destinations than any other airport, British Airways
is. Fleathrow's largest operator, accounting for about 45 per cent, of passengers passing through the
airport. Since April 1986, BA's intercontinental services at Heathrow have been based at the new
Terminal 4 building, together with iis busiest European services, those 10 Paris and Amsterdam, The
terminal, which is one of the most modern in the world, handles about a third of BA's scheduled
passengers. The remainder of BA’s European and domestic services from Heathrow are based in
Terminal 1. Although Heathrow is the Airline's main base, it also operates from Gatwick airport and
a number of UK. regional airports, including Birmingham, Manchester, Edinburgh and Glasgow.

Ancitlary Alrline activities
Cargo

British Alrways”cargo business is operated as an integral part of its scheduled passenger services,
Cargo is penerally carried in the holds of passenger aircrafi. This allows the Airline 10 make use
of its scheduled route network to provide a worldwide cargo service. The cargo business makes
an important contribution to Airline scheduled service revenue. Major routes are those to 1he
United States, Japan and Australia, which together produced over 60 per cent. of cargo revenue
in the year endedt 3ist March, 1986,

Charter
The chacter business mainly serves ULK. package tour operators, including BA’s own holiday tour

husinesses. by supplying “whole planc” charters. The majority of charter operations are carried
out by British Airtours, which is based at Gatwiek airport.

Foreign cutrrency expostire

The Groug does business in approximately 120 foreign currencics which account for some 60 nor
cent, of Group revenue and some 58 per cent. of operating expenditure. The Group gencrates a surpius
in most of these currencics. The principal exception is the U.S. dollar in which the Group has a
significant shoctfalt largely becawse of expenditure on fucl, which is mainly priced and payable in U.S,
dollars, and because, in addition to ils operating expenditure, a substantial postion of capital
expenditure, debt service and leasing costs are payable in U.S. doliars. BA also has a shorifall in sterling
as the majerity ofstaffcosts and central overheads. as weil asa proportion of its capital and leasing costs,
ave paid tn sterling,

This broad spread of currencics in its business zives the Group o measure of protection against
exchidnee tate movements and reduces the overall sensitivity of the Group's results 10 exchange raie
fluctuations. Nonethketess the Group can experience adverse orbeneficial effects. Forexample, ifisterling
weakened against the (1S, dollar and strengthened against other majot currencies, the overall effect
woulth be TiKely 1o be advarse, while the reverse would be ikely o produce a beneficial offect,

Repubution amd Compehigion:

"Tliv interintonat diriae indusery isubject tou high degree of govertimental regulation, covering
frost dspetts OF uitlines” dpeRRToEs YW patticetar ¥oute !!gi}:g _w;:,g‘;ﬂs: Yare ;g}iﬂg %ﬂﬂ opetaticl
stahdhids (e hostimporiae celating to safety, seunty and aiveraft noist), Brilish audines are affected
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not only by EIM: Govegnment’s, policics, but also those of the countries to which they fly. Rights 10
operate: scheduled. services on. internationak routes are generally derived from agreements beiween
governmenis, known. as air seryices agreements,

Most of the markets in which British Airways operates are highly competitive, It faces
competition. from. othes airlines on the same route, from indirect flights, from charter servicesand from
pther forms of transport. Competition vasies from route Lo route, with those 1o the United Siates and
the Far East being particulacly compeutive. ikegulation can also affect the level of competition. In
Europe, as has been, the case in the United Kingdom, there are noves towards liberalisation,

At the time of the ¢ffer for sale of shares in BA, HA Government stated that the system of
regulation for airlines would continue unchanged. The nature of this regulation is that, in the interests
of the consumer and. the industey as a whole, it may operaic in particular instances 10 1he aGvaniage or
disadvantage of an. individual aitline.

In October 1984, HM Government published 2 White Paper on Aiiline Competition Policy
which.covered both.domestic and international routes. The policy objectives include the encouragement
offasound and comestitive multi-airline industry, the promotion of competition so long as it is fairand
U1.K. interests are not prejudiced and ensuring adequate safeguards agaiast anti-competitive behaviour,
HM Government has stated that it considers the present regulatory framework provides a stable
environment for the industry as a whole.

Tr. 1985, 4 White Paper on Airports Policy was published. 1L considered air transport requirements
in:the United Kingdom for the period 1985 to 1925 and was followed by legislation. In the longer term
the question: of the further expansion of London airports, including Heathrow, remains under review,

Management

The Directors of the Issucr, all of Speedbird House, Heathrow Airport, Hounslow, Middlesex
TW6 284, atre as follows—

Lord King of Wartnaby Chairman ‘
Robert Henderson Non-crecutive deputy chairman
Colin. Marshall Chief cxecntive

Gordon: Duntop Chief financial officer

Busil Collins, CBE Non-exccutive

Michact Davies Non-gxecutive

Captain Jack Jessop, CBE Non-exceutive

Sir Francis Kennedy Non-executive

Heney Lambert Non-cxecutive

Twaddition, Lord King is chairman of Biabcock internatienal plc and deputy chairman of Royal
Owdnance ple and of National Nuclear Corporation Limited; Robert Henderson is chairman of
Kleinwort Benson Lonsdale plc and a director of Cadbury Schweppes Plc and Inchcape PLC; Basil
Collins is chairman. of Nabisco Group Limited and a dircctor of The Royal Mint; Michael Davies is a
ditector of The Littlewoods Ovganisation PLC, T1 Group plc, Newman Industries Plc and TV-am plc;
and! Money Lumbert is chairman of Agricultural Morigage Corporation PLC and the Sun Alliance and
Longots Insueance roup ple and a director of Barclays Bank PLT.



FINANCIAL INFORMATION

Industey hackground

Owe the 1) years 1o 1533, as the following table shows, there has been considerable growth in
the volume of traffic on international scheduled services operated by the airline industry as a whale,

Year ended RTKs* . Year ended RTKs* L
I st December, (billion} Increuse Fist December, (bittion) Increase

1976 421 13 1981 638.5 7

1977 46.7 Lt 1982 69.9 2

L978. 53.4 14 1983 7337 5

1979 60.6. i3 1984 81.6 1

L980: 64.3 6 1985 85.6 5

Source: International Civil Aviation Organisation. * (See “Specialist Terms* belaw}

The rate of growth has fluctuated considerably fram year to vear as. demand for services is
sepsitive (o the level of economic activity and other external factors, such as changing political
conditions. Reductions in the rate of growth have had a major adverse effect on the industry’s financial
performance, both because a significairt proportion of airlines’ costs, such as aircrafl and siaff, cannot
generally be easily adjusted in the short term, and also because the resulting excess capacity can limit
the ability to increase fares. In the late 1970s and eardy 1980s international airlines were adversely
affected by a significant increase i <ost and a sharp reduction in the rate of traffic growth, caused
principally by a combination of sharply higher fuel prices and the ensuing recessions, These effects are
illustrated: by the table below which sct out the aggregate rev enues and operating results for all IATA
members” internatisnal scheduled operations for each of the ten years ended 3lst December, 1985,

Operating Operating
result before result after
Year ended Total traffic b interest interest
Jist December, reveniie U.S.8(bn) Increase U.S.5(bn) U.5.5(bn)
1976 16,6 a/fa 0.5 (0.1)
1977 19.2 16 0.9 0.3
1978 23.5 22 1.0 0.4
fy79. 288 23 0.2 {0.4)
1980 35.6 24 0.9 (1.9)
L98.L 36.1 ! (0.6) (1.9)
1982 36.7 2 (0.2 (.8
1983 379 3 1.3 6.3)
1984 39.5 4 3z 0.8
1985 40.7 3 1.6 0.2

Souzce: [nternational Air Transport Association !

.
British: Airways

During the five years and six months cnded 30th September, 1388 there was a inajor fnarouni
in the Group's financial performance. Actions taken by BA's management have played ah imporiant
part int achieving this recovery, The current management team led by Lord King complited a m:ijor
rationalisation programme and has placed increasing emphasis on marketing and customer service,
Blowever, the Airline’s performiance and results have also been significantly afiected by a number of
extertal fictors, such as the cffects of changing economic and pelilical conditions, the competitive and
regnlatory eavironment, fuct prices and, to a lesser exient, movements in foreign exchange rates,

"This period also witnessed & significant improvement in BA's financial position with a reduction
inGroupindebtedness by £700 mitlion from £8.033 million at 31st Z}larch, 1983 10 £353 million a1 301h
Septenibier, 1986 (£328 million at 3ist December. 1986). Share capuiul and reserves amouniedd 1o £619
miltiow: at 30t September, 1936 coimpared with a deficit of £195 million at 375t March, 1982,

Flie year endedi Jtst Marcly, 1937 will show a downtutn in profit before tax against 1985/85,
largely bevause of e difffcult trading environmetit, particufarly i the first quarter, This principallyarose
from i reductioni traftic volunie, particularly or the Notth Siantie routes, ﬁ‘!-l?ﬁ'i:b’mg the incidents in
Clicrniolytand Eibya in Aptil 1938, Monsgement reactsd] vo the siteation by intiatitig snajor marketing
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cmnpa_i?,ns,_bx‘no; biring the planned number of temporary stafl'in the summerand by making margina’
reductitgs in its planned flying programme. In the six months ended 31st March, 1987 the volume of

seheduled service waffic and operating expe

the preious year.

nditure werg both above that in the comparable period of

Sctout below are the resuits of the Group and selected operating s1atistics for the two years ended
31st March, 1985 and 31st March, 1986, and for the six months ended 30th September, 1985 and 30th

September, 1986,
Trading Record

Turnover
Continuing activitics
Airline
Scheduled services.,.....
Chagter. vvv v evnnyaensns
Oth‘er,;g»-uc LR KR WA

Total Aithine. oveennnen..
NOH-AH'““C-uu--q--un

Discontinued activities........

Total, o icovcrvivnnnneenen

Percentage change . .......
Operating expenditure
Continuing activities

Altling yooviannn. Cheree

Non-AERE. . v v i vianens,

Discontinued activities,vecu. o

ot caneninnennnnenn

Percentage change........
Operating surptus
Continuing activities
Airl‘ine LI N SO N Y I Y
Non-Airling.y vveuvens ceee

Riscontinued actvities, v o v,
TG:&!‘&G\' LR S VI SRV R T L B

Other income e ovevovnevnranay
Interest payable and similar
chal‘gcstﬁ U pbbbvewwh VWG
Frofitf{toss) before taxation
Continuing activitiet. . vvuv.vne
Discontinned activities. v. vovn e

R Tﬂfaﬁ;-.u uswkn:b.,u\;vug\.»uv
Taxation avd minarity terests
Profit before extraordiniry

itt’.‘ﬁi& L e A L

Eittmnl‘diﬁﬂw it&m‘.‘i LI VX R Yy PRy
Probit traastiarred by rederves. . .

Year endad 315t March,

1983 1986
£m £m
2,506 2,644
131 151
160 186
2797 2,981
108 130
2,905 3,111
38 38
2,043 73,149
17% %
2,494 2,776
117 134
2611 2,910
40 1t
2651 2,951
18% 1%
303 205
(9] @)
294 201
(2) 3)
292 198
12 36
(113) (9)
175 197
16 o)
191 195
& 2
135 193
{0y {12y
174 Wy

14

Six months

ended 30th September,

1985 1986
£m Im
1,446 1,367
108 08
86 94
1,640 1.559
82 119
1,722 1,678
2) 18
1.743 1,696
11% (3%)
1,435 1,408
80 118
1,515 1,526
2 19
1,537 1,545
15% 1%
205 151
2 1
207 152
(N {1
206 151
15 7
21 o
202 143
(1) ()
201 ey
) @
300 137
300 BT



Airtme Operating Statistics,

Seheduled, Services
Volume of traffic
carried; (bn).
RPKS seisrrvronrenenn..
REKS..rerenrnvinnnnnn..

Yietd. (pence)
Revenue per RPK. ..., ...
Revenue per RTK. .....,.

Capacity (bn).
ASKS tovreeri i s
TN X

Loadk Factors (%)
Passeriger load factor ..., ..
Break-cven passenger load
T 1o
Overall load factor, ...,
Break-aven. overall load
(514110

Total dirline Operations
ATKS (bn). v iivairvvimens
Aircraft utilisation
(average fiours per
{013 1) AP
Number of passengers
cartied (M) covieennnane

Specialist terms

Capacity measirgments
available sent kilometres (ASKs)

availuble tonne Kitometres (ATKs)

Kolume measurements
revenue- passengen kilometres (RPKsY

fevenue tonne Rifometres (TKs):

Yol nicisurements
tevenue per RPK

revenue per RFK
Luad fucters
passtnpet load factor
overall load! factoe
tircakheven passetiger foad: factor

Hrenboevéti-overall load factor

Year ended 3 1st Aarch

Six months
ended 30th Scptemmber

1985 1986 1985 1986
38.4 41.3 23.1 21.5

48 5.2 2R 27

59 5.8 53 57
52.4 51.3 51.9 50,7
56.0 60.8 323 306

7.3 8.0 2 43
68.5 68.0 717 66.0
593 62.1 0.4 580
66.1 64.8 66.7 62.3
58.2 59.8 §7.2 $5.9

78 8.6 4.6 43
2,653 2,720 1,462 1,558
184" 19.7 | 12 10

the sumber of seats made available for sale multiphed by the distance
flown

the number of wrines of capacity avaifable for the carriage of revenue
load (passengers and cargo) mulliplicd by the distance flown

the number of revenue paseengers carried multiplied by the distance
flown

the revenue foad (passenyzys and cargo) in teancs multiplicd by the
fistance Towt

passénger revenue from sthedulod operations divided by RPKs
tevenue from schadnled operations dividad by BTXKs

RPKs expressed ds d percenepe of ASKs

RTKs cipressed 3 a2 pereentage of ATKs

the passenger load frctor seywired 10 equste Scheduled fssenger
revenue with Airfine opcratng costs asswming that folal Aiflme
operating sutplus i atributable 10 schednled passenger operations

it pversid oad frcvor revoired Yo vgmate schednled Yratficiove nue with
Afrlite OpemTing Cosis wssemitg that total Airfthe wperating surpius i
avmiburabie tof schedaled traffe Gperations
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UNITED KINGDOM TANATION

) ’Eh"c comments below are of a geaeral nature based on the Issuer's understanding of current
Fipitad Kingdom law and practice and relate only to the position of persons (other than dealers) who
are the heneficial owners of theic Notes.

1., “The Noies will constitute "quotea Eurobonds” within the 1erms of Section 35 of the Finance
Act 1924, provided they remain i bearer form and continve to be quoted on & recogmsed stoch
exchange withiy the nteaning of Section. 335 of the Income and Corporation Taxes Act 1970,
Accordingly, intecest max be paid without deduction for United Kiggdom income 1ax where-—

(3) the person by ¢« throzgh whom the payment is made is not in the United Kingdom; or
¢{b) the payment i » made by or through a person who is in the United ingdom andi—

(i) itispraovedons claim made to the Inland Revenue incluging, where applicable, by
an ap gropriate form of declaration of non-residence provided 1o the paying agent that
the serson wha is the beneficial owner of the Mote and entitled 1o the interest {or where

t interest is deemed by law to be income of some oher person that such ather
- crsom) fs ot resident in the United Kingdom; or

<) the Noteand Coupon are held by one and the same person in a “pecognised clearing
system™. CEDEL SA. and Euro-clear have cach been designated as a “recognised
clearing system” for this purpose.

In alt ciher cases intorest will be paid under deduction of United Kingdom income tax subject
to such relief as. may be available under the provisions of any appropriate double 1axation treaty.

2. A colecting agent inshe United Kingdom obtining payment of intercst clsewhere than in
the Pnited Kingdom may be required to deduct United Kingdom income 1ax unless it is proved, on 2
claimy made in advance o the Inland Revenue, that the beneficial ownerof the interest and related Note

is. ot resident in the United Kingdom,

3. The intercst has & United Kingdom sourcc and accordingly will be chargeable to United
Kingdom tax by direct assessaent even i the interest is paid without withholding or deduction.
FHowever, Sy Inland Fevenue extra-statutory concession, the interest will not be assessed 1o Uniled
Kingdom tax in the hands of Notcholders who are not resident in the United Kingdom excepi ¥ fere

sucly personsi—

(a) haveanagentor branch in the United Kingdom which has the managemest and control of
the interest; or

by scek to claim relief in respect of taxed income from United Kingdom sources; or

(@ arcchargeable to corporation taa on the income of a United Kingdom branch or agency 10
whicly the interest is attributatle.

4, Motchalders should note thai the provisions relating 10 additional payments referred 10
under “Taxation™ in «Conditions of the Noles™ above would not apply if the Iniand Revenue sought
tor assess the person entiticd to the elevant interest direw: - United Kingdom tax. Howevet,
cxempiion from o aduction of such United Kingdom tax Hability shight be available under an
appropriate double taxatior: {reaty.

3 Notcholders mzy be subject to United Rirgdom 1zxation under the accrued income scheme
At aedisposal of Notes i7 they are residen! of orditiari y fowsntt in the United Kingdom or if they carry
otx wtrade in the United Kingdom througha B, « —xéncy towhich the Notes arc atiribuiable. The

exempticn from United Kingdam taxation on capital goins for “qualifying corporate bonds™ will apply
tor thee Notese

6 No United Kingdor inferitange tax 43 tzarged on the death of, oroni a gift of Nostes by, 4
Notehotdes who-is neither dornieited or Ceernad to be dommcifed in (e Tmted Kingdomt provided ihat

¥

the tefovant Nates ate hetd putsidh the Uiited seinzdort ul the tirte of death of gifl.
Prospective Notebollers Wiy dre b ey G0t as to their peisonal Lax position should consult
ficit professivgal REVISES.
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PURCHASE AND SALE

Union. Bank of Switzedand (Securities) Limites, Barclays de Zoete Wedd Limited, Phillips &
E'rc’w Lxmlteq-e Deutsche Bapk Capital Markets Limited, Banque Bruxelles Lambert S, A, Banque
f?arlkbas “apital  Markets Limited, Chemicai Bapk Inmternational Limited, Commerzbank
Akgxengescil‘scfm&, County NatWest Capital Markets Limitzd, Credit Suisse First Boston Limited,
Daiwa, Europe Limuted!, Dresdner Bank Aktigngesellschaii, Goldman Sachs Interrational Corp., Hill
Sam}wlé & Co, Limited, IBJ Iniernational Limited, Kicinwort Benson Limited, Lloyds Merchant Bank
Limited, Samuel Montagu & Co. Limited. Morgan Guaranty Lid, Morgan Stanley International,
Nomura International, Limited, Salomon Brothers Internationak Limited, J. Henry Schroder Wags &
Co, Limitect, Swiss Bank Corporation International Limited, Toronto Dominion International Limited,
S. G. Warburg Securities and Wood Gundy loc. (the “Managers™) have entered info a Purchase

Agreement with the [ssuer under which the Managers will agree to purch. .. . « 2 purchase price
of 1004% percent. of the principal amount of the Motes {being the ie- Tt per cent, less a
sclling concession of 114 per cent. ). The Issuer will pay the Manage ~eat. of the principal
amount ot the Notes for their services as nanagers and as und" . « gssue, In addition, the
Issuer has agreed to pay £40,000 in licu of reimbursement of i . * L XPENSeS.

The Notes have not been and will not be registered underts. o Sates Securities Act of 1533
{the “*Securities Act™). Accordingly, the Notes may not, as =3~ < " -+, distribution, be offered, sold
or defivered, directly or indirectly, in the United States o5 ». s Person.

Each Manages has agreed to observe the foregoine ~s on distribution &¥the Notes and
not tw make:ary offers, sales or deliveries, directly or 1 . ihe United Stites or 10 11.S. pevsons

(cxcept to other Managers outside the United States) of 7 . S5, however avguired, prior o 90 days
following the completion of distribution of the Notes as « _termined by Union Bank of Switzerland
(Securitiesy Limited (the “Exchange Date™). Notwitlistanding ihe passing of the Exchange Date, any
reoffer or resale in the United States or to any ULS. person must be made in compliance with the
registration requirements of the Securities Act or pursaant 10 an exemption therefroin: neither the Issuer
nor aay Manager makes any sepresentation in respect of] or has assumed any responsibility for, the
availability of any such exemption, which wouid depend upon the facts and circumstances existing at
the time of such reoffers and reszles, Each Manager has further agreed to send to any person who
purchases from it any of the 1 "ates 2 confirmation stating substantially that (i) the Notes have not been
registered undar the Securities Act, (i) such purchaser represents compliance with and agrees 1o the
selling restrictions set forth above and (jii) iV such purchaser is a dealer, it agrees 0 deliver a similar
wrilten: confirmation to any person purchasing Notes from it.

Herein, the term “United States™ means the United States of America (including the Sirtes and
the District of Columbia), its terrirories, its possessions and other areas subject to its Jurisdiction, and
the tuim “U.S. person™ mieans a citizen or resident of the Usited States, a corporation, partnership or
other entity created or organised in or under the laws of 12 United States, and an estate or trust the
income of which is svbject to United States Faderal incemse taxation regardiess of its source.

17



GENERAL INFORMATION
Listing.

TheBsting of the Protes on The Stock Exchange will be expressed as a percentage of their principal
amount. Transactions. on, The Stock Exchange wilt be effected for settlement in sterling, and under
cusrent practice,, for delivery on the fifih business day in London afier the date of the transaction, It is
expected. that listing of the Notes. will be granted on 1st May, 1987, subject only 10 the issuc of the

temmporacy global Motz Prior to official listing, however, dealings in the Notes will be permitted by the
Council of The Stogk Exchange in accordance with its rules.

Ctearing Systems

The Notes have beenaccepted for clearance through CeDeL S.A. (Ref. No, 1 57079) and Euro-clear
(Ref. Noi 52355).

Axthorisation

The issue of the Notes was authorised by a resolution dated 3rd April, 1987 of the Board of
Drircctors of the Issuer.

Stabilisation

{n connection with (he distribution of the Notes, the Managers may, 10 the extent permitted by
Tnited Kingdom law, ovee-allot or effect transactions in the market andfor establish a long or short
position witha, view to stabilising or maintaining the market price of the Notesat levels other than those
which might otherwise prevail in the open market. Any such transactions, if commenced, may be
discoptinued at any time.

Tlaterial Change

Save as disclosed herein, orin the January Listing Particulars, there has been no material adverse
change in the financial position of the Issuer since 30th September, 1986,

Litigation .

Save for the matters disclosed in the January Listing Particulars, nonc of which are material in
the context of the issue of the Notes, neither the 1ssuer nor any subsidiary of the Issucr is involved in
any litigation or arbitration proceedings which may have or have had, during the 12 months preceding
the date of this Offering Circular, a significant cffect on the financial position of the Group, nor is the
Issuer aware of any such proceedings pending or threatened.

Finaneial Information

‘The financial information in respect of the Group for the two years ended 31st March, 1986
conlatned in this document docs not constitute full accounts in respect of those years within the meaning
of section. 254 of the Companics Act 1985. Full accounts in respect of those years wets delivered 1o the
Registrar of Companics and the auditors of the Group gave unqualificd reports thereon within the
meaning of section 271 of the Companies Act 1985,

Documents

Copics of the following documents may be inspected at the offices of Linklaters & Paincs during
the usual business hours on any weckday (Saturdays and public holidays excepted) for 14 days from the
date of this Offering Circulan—

(iy the Memorandum and Articles of Association of the Issuery

(iiy the #nnual Report and Accounts of the Issuer far the two financial years ended 315t March,
1985 and 31st March, 1986 and the Accounts of the Tssuer for tlic two six month periods
ended 30th September, 1985 and 30ih Scptemiber, 1986;

(iif) the Purchase Agreement and drafis (subjeet to modification) of the Trust Deed constituting
the Notes (inco;porating the form of the Notes and the Coupens) and the Paying Agency
Agrecment; and

(v the fanuary Listing Particulars.
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