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GROUP RESULTS

1984-85 1983-84
Turnover m 2,943 2,514
Operating surplus £m 292* 268
Profit before taxation fm 168 185
Profit transferred to rescrves £m 176 214
Sharcholders’ equity £m 286 126
Earnings per share p 91.9 100.7
*1984-85 belore exceptional item

STAFF AND PRODUCTIVITY

MRLINEONLY 198485 1983-84
Average number of stafl - 36, 861 36, 096
Available tm;ﬁzkilometres T ) n: ) Ui 7,837 7,19 l
Revenue tonne kilometres o m WS,_ZG—'I—; 4 ,6756
Available tonne kilometres per cmploycc " F—t;oo? 213?: 7_19_9
E;:;:l:t;bnnc kllornclrce;;Lf‘cmpl;:;;c_ (00 143 129
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CHAIRMAN’S STATEMENT

THE RTIION
THELORDKING OF WARTNABY
REPORTS

1984-85 was another successtul year for British Airways. Before charging
theexceptional item for the out of court litigation settlements an operating
surplus of £292m was recorded. This is the highest operating surplus ever
achieved by the Group. After all otheritems set out in the Accounts £176m
was transferred to reserves.

During 1984-85 our borrowings were veduced from €901 m to £647m and
our net worth {share capital and reservesiat 31 March 1985 was €286m,
compared with €126ma vear ago.

We have recorded substantial operating surpluses {o1 three consecutive
years and we ave now among the world’s most profitable aiulines.
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We continue to invest in the most suitable aircraft and equipment. The
airline’s new livery was successfully introduced and a comprehensive
programmie to co-ordinate our new corporate identity is well under way.
We have safeguarded, and continue to build, our extensive international
route network, which is the largesti-i the world, Perhaps the most
significant achjevement of all has been the creation, at every level, of a new
spirit of cowus ation and determination within the company to excelin
terms i Jiv service we provide to our customers and in every aspect of the
company’s performance.

British Airways is above all a service company whose reputation with
customers is the very life blood of its exisience, That reputation has been
endorsed by our winning over 20 awards this year covering every aspectof
our business including Evecntive Travel magazine's ‘Airline of the Year’ for
thesecond year running.

Following the publication of the CA A, proposals in the summer of 1934
and the Government's response in theautumn, we wereable to preserve the
bulk of our route network, The degree of support from ourstallatevery
level was both heart-warming and effective during this period.

During the year Mr Alex Dibbs, Deputy Chairman, retired [rom the
Boacd, and Twould like to vecord my sincere thanks for his considerable
contribution. We note wirt much sadness his death on 28 November 1985,
Me Robert Henderson has been appointed Deputy Chairmanand 1
welcgme Mr Henry Lambert to the Board.

TUEFUTURL

Operating conditions have not beenasauspicious as they were. Fherate
of tealic growth has declined, aviation fuel priceshave tsen steeply,
particularly in the United Kingdontund Europe, and cursency movements
have had an adverseelfoct on theoperating profits. Nevertheless, the
results for the halfyear to 30 September 1983 will besatisfactory.

Inconclusion, I would Jike to thank my Board colleagues, and the
managementand staff el theairline, for their owtstanding efforisand
cuntinuing support. | haveno hesitation insaying that [ viewthefuture
with confidence,

- P “ kp‘xle Ffﬂ"l'{;fr "k
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DIRECTORS’ REPORT

The Directors have pleasure in submitting their first report and accounts of
British Airways Pl (BA) for the year to 31 March 1985, the property,
rights, liabilities and obligations of British Airways Board (BAB) having
been vested in BA on 1 April 1984, From that date BA commenced trading.
All the issucd share capital of BA is held by The Secretary of State for

Transport.
MEMORANDY*M OF UNDERSTANDING

Whilst the Directors of the Company are now bound by the Companies
Acts, a Memorandum of Understanding between the Directors and The
Secretary of State for Transport dated 27 March 1984 established separate
controls. The Memorandum specifies that while The Secreiary of State
remains the sole sharcholder and guarantees creditors against default, he
will continue to exercise controls over investment, borrowing and financial
planning, similar to those previously exercised over the BAB, to enable him
todischarge his responsibilities to Parliament,

SIGNIFIGANT EVENTS OF ITIE YEAR

Inaddition toanother year's satisfactory results, 1984-85 was dominated by
three important issues two of which have continued into the current year.
They were the review by the Civil Aviation Authority (CAA) on sirline
competition policy, which was seutled in a White Paper issucd in Qctober
1984; theout of Court settlements alter the year-end of wo legal
proceedings in the United States against certain airlines, including BA,
whom it wasalleged had acted in violntion of US anti-trust laws; and the
Inspector’s Report on the tutisee of London’s Airports by Mr Graham Eyre
QCand the White "aperissuedvn § June 1985, Statements on theseappear
respectively on pages 10, 13and 14 ofthis Report,

ACTIVITIES
BA's mainactivity istheoperatton of international and domestic scheduled
and charter air services for the carriage of passengers, cargo and mail, For
this purpose it holdsair transport licences issued by the CAA and as far as
international routes areconcerned, BA i designated to exereise traffic
rights held by the British Government under Air Services Agreements
made with other countries,

Inthe course o providing services, such as engineering, including
airframe and engine overhaul, catering, telecommunications and data
processing for its own airline operations, BA also sells these services o
third parties. BA's principal place of business is at Fleathrow Airport,
London.

BA’s wholly owned subsidiary, British Airtours Limited, based at
Gatwick Airport, carries out substantial charter operations, BA’s wholly
owned subsidiary, British Airways Helicopters Limited , operates a fleet of
helicopters, most ol which serve the oil and gas industry in the North Sea.
BA’s inclusive tour businesses, which are carried out under several brand
names, ie Sovereign, Enterprise, Flair and Martin Rooks, are managed by
British Airways Tour Operations Limited. Poundstretcher continues asa
separate company. Travel Automation Services Ltd ( ravicom promotes
and provides automated multiple access travel booking services for the
travel industry.

——
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ORGANISATION

The present organisation of the airline came into being in July 1983 and was
described fully in last year’s Report. One significant change has occurred
since then namely the amalgamation of the managements of the BA
Southern Europe Market Centre and of British Airtours Limited. Thisis
because both serve mainly the holiday market, with many common
destinations in the Mediterranean area, Other changes have been madein
the light of experience gained, primarily to strengthen the organisation and
management structure, so as to provide the highest standard of service o
customers,

Details of the Group’s results for 1984-85 are set outin the Accounts on
pages 26 and 27, Further details by activity and by geographical area are set
out in Note 1 tothe accounts on pages 29 and 30, Commentaries on the
performance of the individual market and business centresarc covered in
more detail in the Review which is enclosed with the Report and Accounts.

“I'he growth experienced since the end of 1983 continued throughout the
year ended 31 March 1983, with the volume of scheduled airline traffic
increasing over the previous year by 12,3% in pussengers carried and

12.2% in revenue passenger kilometres, These increases arose throughout
the network, but gainsto many points in the United States, Canada,
Europeand the Far Enst were more marked than those elsewhere, Freight,
mail and charters were also buoyant,

“I'he passenger load (zetor on scheduled nirlines servicesat 68.3% was 4.4
points above the level in the previous year. Yields per passenger kilometre
were slightly higher, butwhen the benefit of changesin exchange ratesare
eliminnted, they are little different from the previous year. Volume
increases and 1o  lesser extent the effects of excliange rate changes led w
growth in airkine waffic revenue from £2,225m 0 £2,637m.

"I'he cost of fuel in sterting inereased substantially because of the weaker
sterling/US $ exchange rate, but thiswas oflset partially by lower fuel
prices which are denominated in US dollars,

StafCcosts were higher due o higher pay and o 2% increase in staff
numbers, the first for some years, Productivity measured by Availuble
Tonne Kilonmetres per employee increased by 6.7% in 198485 compared
witha gain0f9.7%in 1983-84.

Costs rose dute to greater volume of flying — Available ‘Tonne Kilometres
were up 8.9%—and there were increases in commission, promotion,
aircraft Jeasing, depreciation and maintenance,

“The effect of all of these was un increasein airlinc operating surplus,
including British Airtours, from £274min 1983-84 to £303m in 1984-85 -
an increase of 10.5% compared to the 61% gain achieved a year ago. This is
a satisfactory result in terms of the amount of profit earned and in relation to
1he volume of revenue generated by the traffic carried.

The British Airtours result was satisfactory and Travicom again showed
improved results. The results of the other subsidiaries were genc rally
unsatistactory. The Tour operations again showed a loss due to heavy and
severe competition, and the results of the Helicopter business suffered
similarly.

After taking account of other income, and the exceptional item under
Litigation, the profit before interest was £281m.
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With the major reduction in borrowings, interest payabie has fallen.
However the increased liability on US$ general purpose loans (as distinct
from loans to finance the purchase of aircral] t) due to the weaker exchange
rate was significanity higher, with the result that the cost of borrowings is
little changed. The cost of borrowings is expecied to be lower in the current
financial year,

As the voluntary severance scheme, introduced some yearsagato
facilitate the significant reduction in staff numbers, has virtually come toan
end, the unused balance of the provision set up for that scheme, amounting
toL11m, has been released and credited 1o the profitand loss account asan
extraordinary item. Future severance costs will be charged to the operating
account as they arise,

After taking account of these and all other minor items the balance of
profit of £176m has been transferred 1o Reserves,

ACCONNTING POLICIES
Becausc ouraireraft are generally acquired from US suppliers and financed
by USS borrowings, itis our policy to adjust the cost of these assets for
changesin the sterling/US$ exchange rate on the outsta nding balance of
borrowings. At31 March 1985, USS loans utilised to linance the
acquisition ofaircraft have been increased by £5Im 1o reflect the fall in the
value of sterling from $1.442 n year agoto$1.237, Thesterling cost of the
aireralt concerned has been increased by a corresponding amount,

A yearago the Report stated that the Board in conjunction with Richard
Ellis, a leading firm of chartered surveyors, wak consiclering whether it was
possible to establish an seceptable economic valuation in respectofthe
large porifolio of specialised use propertics=situated principally at
Heathrow=on long leases from the British Airports Authority. The Board
has decided thatitis not possible 1o establish an acceptable cconomic
valuation of these properties and accordingly these properties continue 1o
beincorporated in the accounts on their historic cost basis,

Theaggregate value of non-spucialised properties, valued on gn existing
use basis, is not materially different from the beokamounts reflected in the
balance sheets nt 31 March 1945,

CURRENTCOMEACCOEN TS
Inaceordance with the wishes of FIM Government Current Cost Accounts
aresetoutin pages 4 w47, The principal feature of these Accounts is that
theadditional depreciation that arfses from the revatuation ofassetsona
current cost basis, which amounts to £85m, is more than covered by the
amount of £176m transferred 16 reserves in the historic costiccounts.

RAMANCL SHERT

Borrowings have been reduced from £991m to £647m iin both cases
including amounts payable within the next = * months), Share Capital and
Reserves nowaggregate £286m. Consequentiy BA’s debrequity ratioat
31 March 1985 was 69.31 compared with 87122 yearago.
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FLEET - GENERAL
In December 1984, we introduced the new British Airways’ livery which
will be adopted throughout the airline on all aircraft, ground equipment,
transport, airport facilities, sales shops, executive lounges and stationery.
T'his incorporates a combination of tradition — the airline’s crest and partof
the Union Jack—witha modern image represented by the striking red
speedwing.

By spring 1987 almost all the fleet will be in the new external liveryand
will have common fabrics and matching colours in the cabins.

Together with the extensive programmes of refurbishment on the Boeing
747, Lockhecd TriStar and BACI-11 fleets, these changes wilt give our
customers much higher standards of comfortand an environment in which
“The World’s Favourite Airline’ will be immediately recognisable. Inthe
case of Concorde the external colour is principally white because of the
need to reflect heat atits operating speed and aliitude.

Most of this expenditure will be written offasincurred in 1985-86 and
1986-87. However, the cost of new internal fitments such as galleys will be
capitalised and written offover the remaining lives of the aircrafl.

MRCRAFT
During the year BA ok delivery of 14 new Boeing 737-200 aircraft,
increasing its Neetof thistype from 281042, A further two Boeing 757
aircraft were dehvered in the closing months of 1984-85 and this(leetat 31
March 1985 numbered 15 aircraft, Inaddition three Bocing 737sandone
Bocing 757 were leased from Air Lurope, Anothertwo Bocing 757s came
into service in spring 1985,

{1was intended that the delivery of the above airerall woultd enablethe
airdine to retire/dispose ofall ofits Trident aircraft before the beginning of
the 1985 summer timetable, On account of passenger growthonthe
domesticand Buropean routesand despite improved aircraft utilisation, in
terms of hours flown per annum, a number of ‘I"tidents have been retained
until theautumnof 1985, whena further three Bocing 757 aircraft will have
been delivered, Another four Bocing 757s will be detivered in spring 1986.

On the intercontinenial or longhaul routes, inspitcof therelease of
aircrafton the seevices to Saudi Arabia and improved aircraft utilisation, it
has been necessary 1o obtain additional ¢a pacity, comprising two
secondhand TriStar 5005 and one secondhand Boeing 747-100 Combi
aircraft. The Combiisastandard Bocing 747, the rear section of which has
either a conventional passenger layoutor all cargo. Itis intended tooperate
this aircraftinits {ull passenger condiguration in the summer monthsand in
(he maximum cargo combination during thewinter. Negotiations o
acquire another sceotidhand Bocing 747 Combi aircraft have been
completed in the current year,

“I'he vear's average utilisation, or revenue hours flown per aircraft,
increas'cd by 8% from 2,463 to 2,653 hours. A further increase is planned
for 1985-86. 'T'he Directors and Management believe, however, with
continuing traffic growth, joad factors between 65%0and 70% and the
airline’s route network, aircraft wiilisation is reaching the maximum that
can be achieved with the existing lleet.

Details of the fixed wing fleet. al 31 March 1985, together with the average
ageanda comparison of the position five yearsagoare setout on page 22.
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EXPENDITURE ON CAPITAL EQUIPMENT
Inthe autumn of 1983, BA obtained from a banking consortium, a facility
that would cnable the airline to lcase on an annual basis up 10 31 Boeing 737
aircraft on terms which would leave BA the option in three to six years time
toacquire, without penalty, another type should traffic growth and/or
airframe or engine development make this desirable. This arrangement js
known as an ‘operating lease’ which imposes upon the lessec a short term
commitment, as opposed to a finance lease which usually commits the
lessee to & full payout of the entire capital cost of the equipment over a
longer period.

The 14 Boeing 737-200 aircrafi delivered during 1984-85 and a further
twodelivered in April 1985, have been acquired on this operating lease
basis.

Inthelight of the traffic growth that has occurred since the end of 1983, 1t
became increasingly clear that the airline would be better to exercise its
option to acquire more Bocing 757 aircraft with 189 seats rather than
Boeing 737 aircraft with 114 seats.

Agreement was sought and obtained from the banking consortium to
substitute ninc Boeing 757 nircraft for the remaining 15 Boeing 737 aircraft
in theoperating lease facility provided by the consortium. Consequently
the: airline cancelled its option for the 15 additional Bocing 737s and
substituted three of the Boeing 757 nircraft which were delivered in 1984-
85, together with the three delivered in the Iate autumn of 1985 and
threeof the four which the airline wishes to obtain delivery of in spring 1986
~previously referred to in the paragraph headed ‘Aireraft’. Contractual
arrangements for these have been concluded during the current year,

Theeffectofhaving three of the Boeing 757 aireraft defivered in 1984-85
under theoperating lease facility reduced BA's capital expenditure in
1984-85 (and consequently improved BA’s actual external financing
requirement which affeets the Government’s Public Sector Borrowing
Requirement) toa low level of £119m, covering payments on two Bocing
757sand other non-aireraft equipment,

Capitalexpenditure in 1985-86 has been limited by the Government ata
level of £250m. Beyond that furiher increases in annual eapital expenditure
areinevitable if'the airline is to accommodate tratfic growth and compete
with other airlines with modern equipment,

BORROWINGS
For the fiest time for many years the airline did not draw upon any new
borrowings. Cash generated from operations and the sale of miscellaneous
assets, and after charging £89m for interest payable, was sufficient to
finance capital expenditure and aiso to repay £330m of borrowings —
compared with the External Financing Limit requiring a repayment of
£162m. This is shown in more detail on the source and application of funds
statement on page 28,

FINANCIAL SUMMARY
The Group has comea long way since March 1982, when its liabilities
exceeded its assets.

Summariesof the trading results, profits, cash sources and dispositions
and the balance sheets for the past five years appear on pages 18 and 19,
Further details by activity and by geographical area are given on pages 20
and2].
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STAFF — CUSTOMERS ANI) OBJECFIVES
During the last 18 months substantial effort has gone into a series of
programmes entitled ‘Putting People First’. These seminars combine the
objectives of enabling different groups of employees 1o appreciate and
understand their interdependence upon one another for a congenial ‘people
orientated’ environment which in turn forms the basis for focusing the
airline’s attention on the customer and meeting his or her needs. Over
20,000 employees who have direct contact with customers have each
attended a course devoted to these purposes.

Since October 1984 similar programmes have taken place for those other
stafl — numbering some 17,500 - who are not normally directly in contact
with customers. Here the purposes are to promote the same ‘people
orientated’ environment, together with the need to provide the necessary
support to those staff who are in contact with the public.

Both programmes emphasise the need for icomwork and co-operation
withinand between depariments. Itisintended to initiate further
programmes to maintain these objectives in the future,

Similar programmes, but more specialised, started in April 1985 forall
senior, middleand junior managers. These seminars are designed to
concentrate the minds upon attaining the corporate objective of being the
best and most successul airline in the world and retaining that position.

PROFITSHARE
"The Board has continued the stafl Profit Sharing Scheme based uponactual
results, For 1984-85 every eligible siaffmember received an extrathree and
one third weeks basic pay.

OFFLR FORSALE OF SHARKS TOSTAFE
Arrangementswere made in thesummer of 198 o enableemployeesin
receipt of the 1983-84 profit share to put their entitlement withoutany
deduction for Income Tax under Schedule E(PAYE), intoaTrustto be
held until theshares of BA are offered for sale.

Asaresult of the delay in the Offer for Sale of the shares of BA, the Inland
Revenue hasagreed toa limited extension of the Trustarrangements, The
employees were given the option towithdraw ih cash less income tax their
1983-84 profitshare from theLrust, or transfer itinto the 198485 Trust,
with a view to buying shares ifan Offer for Sale should take place before 31
March 1986, 1£110 Offer for Sate huswaken place by then, the profit shave
will have to be disteibuted incash, less income tax, unless the Inland
Revenueis prepared toagree toa further extension.

"he same opportunities and arrangementsapplied to employeesin
receipt of the 1984-85 profitshase.

Currently some 9,000 employecs, whose prolfit share aggregates to nearly
£7m, have clected to put their profit share for both years, or one or other of
the years, into the Trust.

PENSION SCHEMI:
The Board decided 10 close the Airways Pension Scheme{APS) 10 new
entrants {rom 1 April 198, This Scheme provided, inter alia, for full
indexation for inflation of pensions and for noaccount to be takeninthe
calculation of benefits under APS of the State Pension.
Simultaneously, the Board started the New Airways Pension Scheme
(NAPS) for new entrants which provides a similar level of Lenefits tothose
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of many leading UK employers, Like these other companies in the private
sector, the new Scheme does not provide for full indexation for inflation,
but limits this annuaily to the lower of 5% or the actual rate of inflation. In
addition, under NAPS, a full deduction is made for the State Pension in
calculating pension benefits,

Employees who were members of APS were offered the opportunity of
either staying in APS without any change in benefitsand contributions, or
transferring to NAPS, Every member of APS was advised that on electing
to transfer to NAPS his or her accrued benefits 1o date under NAPS would
be less than they were under APS.

Upon transfer to NAPS the ensuing difference was applied in one of two
ways at the option of the member or employce. Under one option the full
amount of the difference could be used to purchase additional years of
pensionable service, The other option was to take cash, The Inland
Revenue, however, had ruled that for those who elected to take cash the
relevant monies had to be paid from APS 10 BA and that these monics
would be treated for Corporation 1ax assessment purposes asa trading, and
therefore txable, receipt of BA; but that the payment of these monies by
BA to those who had elected to tnke the cash option would not betreated for
Corporation tax assessment purposes as a deductible expense of BA.

In view of these circumstances, BA made it a condition of the offer to
those members of APS who elected to transfer to NAPS and who elected 1o
take the cash option that the company could withhold 15% of the cash
amount payable to meet, in part, the future Corporation ax liability on the
ransaction,

Ofthe membership of APS at 30 June 1984, 17,007 employces or 53%
elected to transfer to NAPS. "The vast majority decided 1o take the cash
option. Full particulars of the financisl consequencesare setout in Notes 7
and 23 to the Accounts on respectively pages 33 and 42,

EMPLOYLES
‘Througiout BA consultative proceduresexist which enable management
and employees to meetand discuss the airtine’s performance, ohjectivesand
other manters of mutual interest. The British Airways Trade Union Council
isa particularly effective forum in this consuliative process.

Iuis BA's policy to give full and fair consideration 1o the employment,
promotion and training of disabled persons having regard to their
particularaptitudesand abilities,

ARLINE COMPLIITION POLIEY €MND 365,

"THE CAA REPORT: GAISE0: AND THE GOVERNMENT'S RESPONSE IN A WHITE PAPER

In December 1983 The Secretary of State for ‘Transport asked the CAA
1o conduct a review of airline competition policy. The CAA Report
{CAP500)was published in July 1984, ks principal conclusions were that
tiereshould be some reduction in the size of BA relative 1o that of other
British airlines; that BA's routes to Saudi Arabia and Harare should be
transferred to British Caledonian Airways (BCAL )< that BA’s scheduled
service routes from Gatwick and the Evropean routes from regional
airports should e taken over by other British airlines: that other sirlines
cperating domestic trunk services should be given access to Heathrow if
necessary by reducing BA's frequencies; that there should be much greater
freedom of entryand of pricing on UK domesuc routes. The CAA also

8
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recommended that its own powers should be enhanced in order to promote
the sound development of a competitive British airline industry and deal
with anti-competitive behaviour.

BA strongly contested the proposals that some of its routes should be
taken from it and that itshould be precluded from operating scheduled
services [rom Gatwick. BA also objected 1o the proposal that the CAA
should be given added powers to enable it to substitute, for reasons of
‘structural balance’, other airlines for BA on routes on which BA was
offering a satisfactory service.

The Government published its response in a White Paper Airline

Gompetition Policy (Cmnd 9366) in October 1984, The Government
decided:

7 that there would be no forced reduction in BA’s size relative to the rest of
the British airline industry

O that the best prospeets for introducing exira competition lay in the
shorthaul routes to continental Europe and that competition would develop
mainly (but not exclusively) between Baat Heathrow and BCALat
Gawwick

[1 that the development of Gatwick would be helped it BA continued to
operateand develop its Gatwick services

03 that BA’s reglonal routes to Europe should not becompulsorily
rransferred (o other airlines, In order toassist smatlerairiines inoperating
on these rotites, however, it had accepted BA’s proposal o make available
to any airline, other than BCAL, up to £450,000 per route spread over three
years and to hielp them with supporting gervices, ‘e offer would extend to
a praximum of 15 routes from the sis regional airports atwhich BA
currently operates

E1 that there should benocompulsory ransfer of routes from BAteBCAL.
However, the Government welcomed anarrangenant madetostrengthen
BCAL financialty under which each airtine would withdraw from certain
routes which the other would then take up. In implementation of this BA
withdrew from Jeddah and Dhahran in Saudi Arabiaon 31 March 1985 and
BCAL commeneed operations in fts place, At thesone time BCAL
withdrew from its South American routesand strrendered its unused
licences to Denverand Morocco, BAwas licensed o serve these pointsin
placcol BCALand has, in addition, been licensed to serve Tampa and
Orlando in Florida

17 that in relation to intereontinental services the Government would,
wherever it considered it to be sensible to do so, secktonegotiate dual
designation and opportunities for less ditect competition (such as
designating two British carriers on routes to different puints in thesame
couniry). Itwas recognised, however, that progress on terms acceptable 10
the UK is likely to beslow.

The Governmeni endorsed the CAA’s proposals tor reducing regulation
in relation to domestic services and agreed with the CAA’s view that BA
should not be precluded {rom whole plane charters or be required to
dispose of British Airtours Ltd. In relation to safeguards against anti- .
competitive behaviour, the Government confirmed that the CAA chamed
the main regulator of the civil air transport industry and the principal

S
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bulwark against airlines acting in a predatory fashion towards their
competitors. Nevertheless the Government intended to expand the role of
the Director General of Fair Trading and 1o bring civil aviation moreinto
the mainstream of the competition rules as they apply 10 industry
generally.

As regards the proposed enhancement of the CAA’s powers the
Government considered that the existing statutory framework had proved
sufficiently flexible and adaptable to allow the competitive development of
airline services and would be sufficient to implement the policies expressed
in the White Paper.

The Board much regretted the loss of its routes 1o Saudi Arabia o
which it had been providing scheduled services since 1965 and 1akes
the opportunity of thanking the authorities, officials, stafl, agentsand
customersin Saudi Arabia for their help, support and custom during
this period,

The Board welcomes the opportunity to return to South America.
Twice weekly servicesdirect to Rio de Janeiro and then (o Sao Paulo
and also to Caracas and Bogata via Trinidad commenced on
1 April 1985: itis hoped that these can be extended in due course, The
outcome also enhianced the airline's ability toincrease its flights to
additional cities in the US over the nest few years.

While on balance thearrangements represent a fuir decision, the loss
of the routes to Saudi Arabin and the addition of those to South America
willinitially reduceairline operating profits by an estimated £18m per
annum,

CAARVISED STATEMENTOF POLICIES
The CAA published a new Statement of Policies in Janvary 1985 and this
ockedlecton | March 1988,

Inaddition 1o the CAA'S proposals relating 1o greater freedom of entry
and of pricing oz domestic routes the principal changes from the previous
Statementof Policiesare:

&1 in considering applications for new Keences the CAA will now haveless
regard lor the effect on existing services operated by other airlinesand will
be ready to license competing services, even at the risk of some impairment
ofan existing service, Lossof profittoan incumbent carrier isnot in ftsella
barto the licensing ofa competing service

O initsactitude tocompetition the CAA will now place inereased etphasis
on the interests of users, which it considers are best served by the existence
ofa rumber ofellicient and profitable British airlines strong enough to
compete with cach other where the opportunity offers or can usefully be
created, aswellaswith forcign airlines

O there should beat least oneairline fitand able 1o replace the incumbent
operator whenever the need for substituion may arise, although the CAA
will not substitute oneairline foranother in order to achieve structural
changes within the industry

Ci when considering applications for competing or substitute services the
CAA will now have regard to whether the incumbent operator is
demonstrating in practice its whole-hearted commitment and it will not
protectindefinitely a service that. for whatever reason, is proving difficult
to bring into profit

3
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i inexercising its regulatory powers generally the Authority will intervene
to prevent or remedy anti-competitive behaviour.

LITIGATION
In October 1984 a US grand jury investigation into possible breaches of US
anti-trustlaws in relation 1o air transport across the North Atlantic was
brought to an end by the United States Government with no indictments
being preferred by the grand jury,

Atthe beginning of October 1985 thers was filed with the US District
Courtin Washington a dismissal ‘with prejudice’ and without admission of
liability, of the action which Mr Christopher Morris, the liquidator of
Luker Airways had instituted againsta number of airlines (including
British Airways) and others claiming that these airlines and others had
conspirad to put Laker Airways out of business and that in so doing they
had acted in violation of US anti-trust laws.

This followed an agreement between the defendantsand the liquidator
which included undertakings from him, thesharcholder of the former
Laker Airways Company and other partics not to re-institute fresh
procecdings against these former defendants - the airlines and others—at
any later date, The agreement also provided for the payment of monies
from the airlines and others to aseparate company which will distribute
these monices to the creditors of Laker Alrways and other interested parties
inaccordance with the termsagreed by all concerned, Releases have been
given by Sir Freddie Laker and Lonrho PLC in respect of claims asserted
by them in respect of events afier the collapse of Laker Airways,

BA, Pan Amerdcanand TWA arealso defendants in a consolidated
antb-trust class action fled on 21 November 1984 In the sume United States
Disteict Court, which elaimed unguantified domages and penalties on
behailof iansatlantic afr passengers following Laker's cessation of
business in February 1932, The complaintalleged that the defendants
conspired 1o fix prices for certain categories of fares for US/UR air travel,
causing members of the cluss to pay higher prices for such air travel during
the perfod from | March 1982 toat least 3 December 1983,

Although the defenciant airtines betieve thatsuch action shoutd not
sticceed, proposals toseuteit, without admission of ability, by theissue of
coupons which could be used in respeet of future travel, kave been
provisionally approved by the US Distrist Court for Washington, The
Board expects that thesction ean be finally settled on that basis early in
1986, ‘[ e settlentent agreement invelves a fund of coupons, witha
potential vatue of US$30m, which will beissued among those passengers
who travelled in that period und svho asa result of the advertisement of this
agreement can substantiates claim, The coupons will be valid for five years
and will beavailable for part payment for travel across the Atlantic on these
carriers’ scheduled services.

Itis impractical todetermine how many of the coupons will be borne by
BA, and therefore the actual costs which are not expected 1o be material to
BA’sannual turnover will be borne as couponsare utilised for travel on BA.
Accordingly, no provision for this is considered to be necessary,

Provision has, however, been made for the cash to be disbursed which,
under these swo agreements, is estimated toaggregate £33m(US338mjand

which is charged as an exceptional item in thevear to 31 March 1983,

13
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AIRPORTS POLICY

Following the public inquiries on the future policy towards Stansted and
Terminal Five at Heathrow, the Inspectors Report was published in
December 1984, The Inspector recommended approval of the planning
application todevelop Stansted to handle 15 million passengers rer annum
and that its ultimate capacity should not exceed 25 million passengers per
annum ot a single runway. For Heathrow the strategic aim should be 10
provids further terminal accommodation, additional to Terminal Four, for
approximately 15 million passengers per annum, leading to a total capacity
of 53 million passengers per annum by the mid 1990s or before, thereby
fully utilising the capacity of Heathrow’s existing runways.

On 5 June 1985 the Government published a White Paper on Airports
Policy. The main conclusions were:

Heathrow
O All reasonable steps will be taken to maintain Heathrow’s leading
position in world aviation

0 The proposal to limit annual air transport movements to 275,000 will not
be pursied

2 Removal of the Perry Oaks sludge works was highly desirable. The BAA
and the Thames Water Authority would be invited (o study urgently the
options and costs with & view to releasing the site to the airport as soon as
possible

O Improvementsare needed to surface nceess links, whether or not further
development takes place. A study of the options for improvemer s to the
A4/M4 corridor and a possible rail link would be commissioned urgently.
Consultations will take place on improvements to local roads

O The possibility of a fifth terminal would be kept under review, but the
Government could not make any commitment at this stage. Any proposal
would require planning permission

0 The BAA will be invited to consider any possible improvements which
could help to raise the passenger throughput of the airport’s four terminals
above 38 million passengers per annum, at acceptable standards

Stansted

O Planning permission has been given for the provision of a terminal with a
capacity ofabout 15 million passengers per annum and associated facilities,
subject to certain conditions, which includes phased development, the first
phase being limited to handling some 7-8 million passengers perannum

O subject to enactment of the proposed legislation, an annual ajr transport
movement limit will be set in line with the size of the first phase of
development. Inereases in the movements limit will be subjectto
Parliamentary approval

O The Government does not intend that a second main runway should be
constructed

Luton

0 Luton Borough Council will be invited to bring forward proposalsto
increase the airport’s capacity to about 5 million passengers per anniim,
subject to normal planning procedures

“g*
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Regional

O Manchester International

The Government will encourage the development of Manchesteras a
regional hub airport. The steps already taken by BA and other airlines for

new international services from Manchester will greatly aid the airport’s
development.

British Airways welcomed the Inspector’s findings, which after an
exhaustive inquiry recognised the importance of Heathrow and the need to
provide both a fifth terminal and to modernise the airport. Italso welcomed
this realistic change in policy but was disappointed that the Government
did not commit itself specifically ro a fi{th terminal. The timescale for its
approval and development is long and the procedures potentially difficult.
British Airways will continue to advocate the earliest provision of Terminal
Five including acceleration of the approval procedures to achieve this.

STOLPORT

On 23 May 1985 the Government granted planning approval for the
development ofa Stolport, in the Royal group of docks in East London,
with a capacity of one million passengers per annum. It has been designed
to accommodate short take off and landing aircraft, primarily the 50 scat
«de Havilland Canada Dash 7, and services are expected to be provided toa
number of Domestic and European destinations.

OTHER STATUTORY INFORMATION

CHARITABLE DONATIONS

Charitable donations made by the Group, during the year, amounted to
£79,000 (1984 £71,000). No payments were made to political parties or in
any connection which in the opinion of the Directors might fall within the
definition of money given for political purposes,

DIRECTORS

Inaccordance with the requirements of the Company’s Ariicles of
Association, all the Directors listed on page 17, apart from Henry Lambert,
retired at the Annual General Mceting held on 8 February 1985 and were
re-elected. Alex Dibbs, who was re-elected at the meeting, subsequently
retired on 3 May 1985 asa Director and Deputy Chairman.

Lord King of Wartnaby, Captain J W Jessop and Sir Leo Pliatzky will
retire by rotation at the next Annual General Meeting. Lord Kingand
Captain Jessop, being eligible, will offer themselves for re-election and
resolutions for their re-clection will be proposed. Sir Leo Pliatzky has
indicated that he does not wish to offer himself for re-clection.

Henry Lambert was appointed a Director on 1 October 1985.

None of the Directors had any interests in the share capital of the
Company nor in the share capital of any subsidiary other than as nominees
for the holding company.

None of the Directors had any interest in any contractwith the
Company. _ o

Two Directors currently have service agreements which remain in force
until or unless terminated by either side giving three years notice.
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AUDITORS

The auditors, Ernst & Whinney, were appointed at the first meeting of the
Directorsand have indicated their willingness to continue in office.
Resolutions proposing their re-appeintment and authorising the Directors
to fix their remuneration will be proposed at the Annual General Meeting,

PRIVATISATION

The Board looks forward to concluding with HM Governmentall the
outstanding matters on privatisation so that the Company’s shares can be
offered for sale during 1986.

EVENTS SUBSEQUENT TO 31 MARCH 1985

The Directors have to record, with deep regret, the loss of Boeing 737
G-BGJL operated by British Airtours in a tragic accident on the runway at
Manchester on 22 August 1985 which led to the loss of 55 lives out of the
137 passengers and crew on board. Most of the survivors suffered from
shock but some were injured. The Board has sent its deepest sympathy to
the bereaved.

The Accident Investigation Branch preliminary report has identified the
cause of the accident as an explosive rupture of the combustion chamber
outer casing in the Number 1 engine, resulting from the loss of integrity of
the Number 9 combustion can, part of*hich punctured the fuel access
panel immediately outboard of the Number 1 engine. Fuel was released in
targe quantities from the puncture and immediately ignited.

The 1985 summer season was also marred by the damage sustained by a
TriStar operated by British Airtours, which overshot the runway at Leeds,
fortunately without harm to any of the passengers and crew.,

Investigation work on both accidents will take some time to be completed
and until then the matters are sub-judice.

§
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BOARD MEMBERS

Lord King of Wartnaby
Chairman

Robert Henderson
Deputy Chairman

Colin Marshall
Chief Executive

Basil Collins cBE
Michael Davies
Gordon Dunlop
Jack Jessop CBE
Henry Lambert
Sir Leo Pliatzky xcs

Bernard Wood
Secretary

Board of British Airways
asat
1 December 1985

British Airways Head Office
Speedbird House
Heathrow Airport
London TW62]A

Telephone 01-759 5511

EXECUTIVE MANAGEMENT

C M Marshall
Chief Executive
R Ayling
Legal Director
Captain C A Barnes
Chief Pilot
D W B Burnside
Head of Public Affairs
A Cumming
Engineering Director
G Dunlop
Chief Financial Qfficer
R AGamble
Deputy Chief Financial Officer
DrN Georgiades
Divector of Human Resources

J Goasdoué
Senior General Manager Market Gentres

J R Harris
Directorof Marketing
DHvde
Depuey Divector of Marketing
Captain ] W Jessop
Director of Safety Services
DV Jones
Senior General Manager Marketing Planning
C Mason
Director of Purchasing and Supply
P E Owen
Deputy Director of Operations
HT H MPhelps
Director of Operations
Dr F S Preston
Director of Medical Services

D Tunnicliffe
Director of Markeiplace Performance

JO Watson
Directorof Information Management

H XK Wilkins
Planning Dirvector

B CWood
Company Secretary
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BRITISH AIRWAYS P1c 1984 8 5
SUMMARY FINANCIAL STATEMENTS
FOR THE FIVE YEARS ENDED 31 MARCH 1985
1980-81 1981-82 1982-83 1983-84 1984-85
£m fm £m £m m

Profitand loss account
Turnover 2,060.6 2,241.3 2,496.5 2,513,7 2,942.5
Operating expenditure (2,153.4) (2,229.5) (2,311.4) (2,246.0) {2,650.4)
Operating result (92.8) 11.8 185.1 267.7 292.1
Other income/(charges) 23.8 (2.3 18.5 26.0 (11.0)*
Interest payable and similar charges (67.8) (120.1) (130.2) (108.7) (113.0)
Profit(Joss) on ordinary activities before tax~+ion (136.8) (110.6) 73.4 185.0 168.1
‘Taxation .7 (5.4) (9.5 (3.2) 2.2
Profiv/{loss) on ordinary activities after taxation (140.5) (116.0) 63.9 181.8 165.9
Minority interests )] 7 (1.3 (.5 (.5)
Profit/(loss) for the period before extraordinary items (141.2) (115.3) 62.6 181.3 165.4
Extraordinary items (428.9) 26,0 33.2 10.7
Profit{loss) for the period transferred to reserves (141.2) (544.2) 88.6 214.5 176.1
Source and application of funds
Funds generated:
Profit/(loss) on ordinary activities before taxation (136.8) (110.6) 73.4 185.0 168.1
Profi/loss on tangible asset and investment disposals (13.9) 7.0 {34.1) (5.5} 5.1
Extracrdinary item (428.9) 26.0 332 10.7

(150.7) (546.5) 65.3 2127 183.9
Adjustments not involving movement of funds
Amortisation and depreciation of tangible asscts 106.9 3379 116.0 117.8 146.2
Miscellancous 9.6) 228.8 8.1 (33.3) 21.1
Cash generated from operations (53.4) 20.2 189.4 297.2 351.2
Dividend paid 7.0)
Net cash generated from operations {60.4) 20.2 189.4 297.2 351.2
Net proceeds from tangible usset and investment disposals 37.4 17.5 110.3 114 48.2
Total cash generated (23.0) 37.7 299.7 308.6 399.4
Movements in working capital (9.6) (52.4) (92.3) 105.4 49.4
Loansand lease finance raised 325.8 196.9 64.1 47.5
Public dividend capital issued 10.0 10.0
Cash available 303.2 192.2 2715 461.5 448.8
Application of furds:
Capital expenditure 271.0 153.0 172.7 250.2 119.2
Repayments of loans and lease finance 32.2 39.2 98.8 211.3 329.6
Total cash applied 303.2 192.2 271.5 461,35 443.8

*1984-85 includes exceptional charge of £33m
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SUMMARY FINANCIAL STATEMENTS

FOR THE FIVE YEARS ENDED 31 MARCH 1985

A CCOUTUNTS

1980-81 1981-82 1982-83 1983-84 19843;
fm £m £m £m £m
Balance sheet
Fixed assets
Tangible assets 1,193.5 1,033.5 1,079.2 1,262.6 1,246.9
Investments 19.0 22.2 204 20.1 4.2
Current assets 470.0 576.6 573.3 S1L.0 709.9
Creditors falling due within one year (593.6) (750.8) (716.8) (768.1) (1,048.2)
Net current liabilities {123.6) (174.2) (143.5) (257.1) {338.3)
Total assets less current liabiliries 1,088.9 881.5 956.1 1,025.6 912.8
Creditors falling due after more than one year, including
provisions for liabilities and charges (739.2) (1,073.6) (1,073.5) (899.1) (625.9)
349.7 (192.1) (117.4) 126.5 286.9
Capital and Reserves
Public Dividend Capital 170.0 180.0 180.0 180.0
Called up share capital 180.0
Reserves 177.0 (374.7) (297.7) (54.3) 105.6
Minority Interests 2.7 2.6 .3 8 1.3
349.7 (192.1) (117.4) 126.5 286.9
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ANALYSIS OF GROUP TURNOVER, OPERATING SURPLUS

AND PROFIT BEFORE TAXATION BY CLASS OF BUSINESS

FOR THEFIVE YEARSENDED 31 MARCH 1985

1980-81 1981-82 1982.83 1983.34 198485
fm fm fm fm f£m
Turnover
Airline Operations 1,873.0 2,010.0 2,172.0 2,382.1 2,796.7
Helicopter Operations 32.8 38.3 40.8 43.0 36
Inclusive Tour Holidays 80.3 87.1 100.6 79.0 99.0
Other 5.2 8.1 8.6 9.6 9.2
Discontinued activities 69.3 97.8 174.5
2,060.6 2,241.3 2,496.5 2,513.7 2,942.5
Operating surplus/(deficit)
Airline Operations (102.0) 4.6 169.8 273.5 303.0*
Helicopter Operations 4.8 3.3 )] s 2.2)
Inclusive Tour Holidays ()] 2.2) (2.2) (7.6) (10.3)
Other 6 (1.1 1.5 1.8 1.6
Discontinued activities 4,5 7.2 16.4
(92.8) 11.8 185.1 267.7 292.1%
Profit/(loss) before taxation
Airline Operations (162.1) (114.5) 43.1 185.3 158.7
Helicopter Operations 1.8 4 — 2.1 6.5
Inclusive Tour Holidays 5.7 (4.4) 4.4 (3.5) (6.9)
Other 6.1 (1.3) 6.9 (1.2) .8
Discontinued activities 11.7 10.0 19.0 2.3%% 9.0%*
(126.8) (110.6) 73.4 185.0 163.1

* 1984-85 before exceptional item

** Represents share of attributable reserves and profit on disposal of certain related companies
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ANALYSIS OF TURNOVER AND OPERATING SURPLUS

BY GEOGRAPHICAL AREA

FORTHEFIVE YEARS ENDED 31 MARCH 1985

1980-81 1981-82 1982-83 1983-84 1984-85
£m £m £m fm £m
Turnover
Europe 902.3 985.5 1,030.0 1,134.9 1,256.1
The Amearicas 491.0 556.0 620.0 669.9 862.0
Africa 137.0 143.0 154.0 153.8 177.8
Middle East, Far East and Australasia 461.0 459.0 518.0 555.1 646.6
1,991.3 2,143.5 2,322.0 2,513.7 -2,942.5
Discontinued activities 69.3 97 174.5
2,060.6 2,241,3 2,496.5 2,513.7 2,942.5
Operating surplus/{deficit)
Europe 7.7 4.2 61.5 103.9 83.4
The Americas {17.5) 6.1 52.1 85.3 129.6
Africa 17.9 20.2 22,0 2.3 26,2
Middle East, Far East and Australasia (50.0) (13.7) 33.1 56.2 52:2
(97.3) 4.6 168.7 267.7 292.1
Discontinued activities 4.5 7.2 16.4
(92.8) 11.8 185.1 267.7 292.1
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AIRCRAFT FLEET - FIXED WING
CHANGES BETWEEN 31 MARCH 1980 AND 31 MARCH 1985

Average agr
31 March 31 March of fleetat
1980 1985 31 March 1985
(note 1) Additions Disposals (note 2) Years  Method of disposal
Shorthaul including Airtowrs
Boeing 757 16 16 1
. Boeing 737 6 39 45 3
L TriSwar! 9 9 10
; Trident3 25 i2 13 13 4sold, 8scrapped
s Trident2 16 15 1 17 3sold, 11 scrapped,
A 1 given to museum
b Trident 1 15 . 15 8sold, 6 scrapped,
o 1 given to museum
P BACI1-11/500 19 2 21 14
Lo BAC1-11/400 7 2 5 12 2returnedtwolessor
L HS748 2 4 6 4
T Viscount 20 20 18 sold, 2 scrapped
‘ Ny 119 61 64 116
P Longhaul
: Concorde 5 1 6 3
- Boeing 747-236 9 3 12 6
E Bocing 747-136 18 2 16 12 2sold
I" : Boeing 747 Freighier I ] Sold
e TriStar 500 4 2 6 6sold
. TriStar 200 1 7 8 4
i ° Boeing 707-436 7 7 7 traded in against
0 zoods and services
gg Lo supplied by Boeing
E,S' s Boeing 707-336 11 11 10seld, 1 scrapped
rr“"" ; Super VCI0 15 15 15 sold
(I 70 14 42 4,
iy
"
i Totalflcet 189 75 106 158

TS

Nore ! Includes four BAC §-11/4005 on short term operating leases,

Note 2 Excludes one Concotde pending completion of extensive modifications.

Includes one Bocing 757, three Boeing 737s, two HS748s and two BAC 1-11/4005 on short term operating leases.
Includes fourteen Boeing 737s and two Boeing 7575 on extended operating leascs,

d
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REPORT OF THE AUDITORS
TO THE MEMBERS

We have examined the accounts of British Airways Plc set out on pages 24 1043
and 48. These have been prepared under the historical cost convention modified
as explained in the accounting policies on page 24, Our audit has been carried out
inaccordance withapproved auditing standards,

Inouropinion the accounts give a true and fair view of the state of affairs of the
Company and of the Group, so far as concerns members of the Company, at
31 March 1985 and of the profit and source and application of funds of the Group
for the period then ended and comply with the Companies Act 1985,

In our opinion the Group current cost statements set out on pages 44 to47 have
been properly prepared, in accordance with the policies and methods described
therein, to give the information required by Statement of Standard Accounting
Practice No 16, modified for the reason given in Note 7 to include gearing
adjustment.

Ernst & Whinney
Chariered Accountants
London

11 December 1985

COMPANY STRUCTURE

British Airways Ple (BA) was incorporated on 13 December 1983, Pursuant to
the Civil Aviation Act 1980, BA was nominated us the successor company to
British Airways Board (BAB) and an order made under the Act provided that
with effect from 1 April 1984 all the property, rights, liabilitics and obligations
of BAB vested in BA, BA did not trade priorto 1 April 1984, but the profitand
loss account covers the period from incorporation. The comparative figures
shown relate to BADB and are for the year ended 31 March 1984,

e
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ACCOUNTING POLICIES

ACCOUNTING CONVENTION

‘Theaccounts have been prepared under the historical cost convention modified
in respect of certain tand and buildings which are included at valuation
Theaccounting policies are consistent with those adopied in 1983-84,

BASI& OF CONSOLIDATION

The Groupaccounts include those of the Company and its subsidiaries mac'e up
1031 March together with theattributable shaty of profits and reserves of related
companies on the basis of their latest accounts,

Goodwill arising on consolidation o subsidiaries is written off to reserves on
acquisition.

Inaccordance with Section 228 (7) Companies Act 1985 aseparate profitand loss
account dealing with the results of the Company only has not been presented.

TANGIBLE FIXED ASSETS
a) Basis

Tangible fixed assets are stated at cost except for certain properties which are
included at valuation. Amortisation snd depreciation charges are calenlated 10
write off the cost or valuation, less any residual value, on a straight line basis.

b Fleet
i) Foreign currency adjustments
The cost of certain aircraft, which have been financed in part by loans and lease
finance in foreign currencics (excluding those covered by the HM Treasury
Exchange cover scheme), is adjusted at each year end (o take account of the
sterling cost of related repayments during the year, and the year end translation of
ocutstanding liabilities on such forcign currency borrowings,

i) Capitalisation of interest on progress payments
Interestattributed to progress payments made on account of airernft under
construction is capitalised and added to the cost of the aieeralt concerned,

iff) Amortisation and deprecintion

Owned aircraft end technical spares, together with siveraft held on finance leases
where the option exercise price is nominal, are amortised at tates which are
calculated towrite down their cost 1o their estimated residuai velues on planned
withdrawal from service or at expected date of disposal,

Leased aivcraft, where the option exercise pri¢ 2 is other than nominal, are
amortised over the shorter of the primary lease period and the operational lives
ascribed to owned aircraft ofa similar type,

Operationat lives and residual valucs are teviewed annually in the light of
experience and changing circumstances,
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¢} Property and equipment

Allproperties, other than those of a specialised use nature, were professionally
valued at open market value ar 31 March 1984 and have been included in these
accounts on the basis of that valuation, with subsequent expenditure at cost, less
depreciation,

Specialised use propertiesare included at cost less depreciation.

Provision is made for the depreciation of all property and equipment, apart
from frechold land, based upon expected useful life and, in the case of leasehold
properties, over the duration of the Jeases if shorter.,

d) Leased assets

The aggregate of the capital elements of payments under finance leases for aircralt
and other major items of equipment is capitalised and subsequently amortised on
the basis described in the preceding paragraphs,

STORES AND WORK IN PROGRESS

Stores and work in progress are valued at the lower of cost and net realisable
value,

DEFERRED TAXATION
Provisions are made for deferred taxetion, using the liability method, on short
term timing differences and all other material timing differences not expected to

continue for the foreseeable future, offset where applicable by accumulated 1ax
losscs.

RETIREMENT BENEEFITS
Pravision for retirement benefits is made by way of annual coniributions charged

againstoperationsand payable to the Airways Pension Scheme, the New Airways
Pension Scheme and to other schemes.

FORIIGN CURRENCY BALANCES

Foreign currency balances have been translated intosterling at the rates ruling at
the respective balance sheet datgs except for those borrowings arranged as part of
HM Government’s management of the UK foreign currency reserves through the
Treasury's exchange cover scheme where the amount outstanding is translated at
rates of exchange fixed by HM Treasury.

Increases and decreases in the sterling value of outstanding non-exchonge

covered foreign currency borrowings used for the acquisition ol aircrafi are reflecied

in the cost of those nircraft, Al other profits or losses arising on translation are dealt
with through the profitand loss account.

The sterling/US dollar exchange rate at 31 March 1985 was£1 = US $1.237
(31 March 1984 —US $1,442).
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Group Group
1985 1984
Note £m fm
Turnover 1 2,942.5 2,513.7
Costof sales (2,580.5) (2,175.7)
Gross profit 362.0 338.0
Administrative expenses (69.9) (70.3)
Operating surplus before exceptional item 1&2¢ 2921 267.7
Exceptional item 3 (33.0) ,
Operating surplus after exceptional item 259.1 267.%
Other income/(charges) 4 19.0 23.6
Income from shates in related companics 2.6 24
Income from other fixed nssel investments 2 1
Provisions released/(written ¢ ‘) ngainst investments 2 89
Profit before interest payable and taxation 281.1 203.7
Interest payabicand similar charges 5 (113.0) (108.7)
Profit on ordinary activities before taxation i 168.1 185.0
Taxation 6 (2.2) (3.2)
Profit on ordinary activities atter taxation 165.9 181.8
Minority interests (.5) (3
Profit for the period before extraordinaey itein 165.4 181.3
Extraordinaty item 10.7 33.2
Profit for the petiod transferred to reserves 8 176.1 214.5
Profit for the period retained by:
British Airways Plc 1995 2357
Subsidiary companics (18.7) (21.8)
Related companics “4.7) .0
176.1 2145
Earnings per share ~before extraordinary item 19 91.9p 100.7p

British Airways Ple for the period ended 31 Mareh 1985

L]
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Group Group  Company Board
1983 1984 1985 1984
Note fm fm fm fm
Fixed assets
Tangible assets
Fleat 995.8 1,008.6 942.0 953.7
Property 158.2 168.8 142.5 154.5
Equipment 92.9 85.2 86.8 78.4
Investments 9 1,246.9 N 1,262.6 1,171.3 1,186.6
Group companies v 7;’; 71.3
Related companies 1] .6 16.9 .1
Trade investments 1 3.6 3.2 .5 5
Currentasscts 4.2 20.1 76.2 71.9
Stocks 12 17.2 15.0 11.8 11,0
Debtors 13 607.4 462,3 561.1 433.3
Investments —short term lonnsand deposits 64.3 18.0 62.3 16.3
Cashatbankand in hand 210 15.7 19.8 13.2
709.9 511.0 655.0 473.8
Creditors
Amounts falling due within one year 4 (1,048.2) (768.1)} | (1,008.7) (751.4)
Net current liabilitics (338.3) (257.1) (353.7) (277.6)
‘Total assets [ess current liabilities 912.8 1,025.6 $93.8 980.9
Creditors A
Amounis falting due after more than one year 15 (577.2) (852.7) (577.5) (853.1)
Provisions for liabilities and charges 17 (48.7) W6.4) (47.4) (44.5)
286.9 126.5 268.9 83.3
Capital and reserves
Called up share capital 18 180.0 180.0 180.0 180.0
Reserves
Distributable
Profitand loss accowont 8 80.9 (99.5) 67.5 {126.1)
Nondistributable
Revaluation 8 23.1 0.4 21.3 29.4
Other 8 1.6 14.8
Minority interests 1.3 8 a
286.9 126.5 268.9 83.3

Lord King of Wartnaby Chairman

Colin Marshall Chief Executive
Gordon Dunlop Chief Financial Officef

11 December 1985

British Airways Ple at 31 March 1985
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GROUP SOURCE AND APPLICATION OF FUNDS

1985 1984
£m £m
Funds generated
Profiten ordinary activities before tax 168.1 185.0
(Profit)loss on tangible asset and investment disposals 5.1 (5.5)
Extraordinaryitem 10.7 33.2
183.9 212.7
Adjustments not involving movement of funds
Amoriisation and depreciation of tangible assets 146.2 117.8
Miscellaneous 21.1 (33.3)
167.3 84.5
Cash generated from operations 351.2 297.2
Net proceeds from tangible asset and investment disposals 48.2 11.4
Total cash generated 399.4 308.6
Movementsin working capital
Liguid resources (56.6) 2.7
Other 100.0 102.7
49.4 105.4
Loans and lease finance raised 47.5
Cash available 448.8 461.5
Application of funds
Capital expenditure
Fleet 76.6 209.0
Properey and equipment 42.6 41.2
119.2 250.2
Repayment of loans and lease finance 329.6 211.3
Total cash applied 448.8 461.5

British Airways Plc for the period ended 31 March 1985
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NOTES ON THE ACCOUNTS

U N T 8§

‘ Operating Profit/ioss)
Turnover surplus/{deficit) before 1ax
1985 1984 1635 1984 1985 1984
£m fm £m £m £m £m
1 Analysis of Group turnover, operating surplus and profit before taxation
a Turnover, operating surpius (before
exceptional item)and profit before tax,
attributable to the different classes of the
Group’s businessis:
Atrline operations 2,796.7 2,382.1 303.0 273.5 158.7 185.3
Helicopter operations 37.6 43.0 2.2) 6.5 2.1
Inclusive tour holidays 9%.0 79.0 (10.3) (7.6) (6.9) (3.5)
Other 9.2 9.6 1.6 1.8 8 (1.2}
Discontinued activities 9.0 2.3

2,942.5  2,513.7 292.1

267.7 168.1 185.0

Airline comprises British Airways Plc, British Airtours Lid and British Airways Engine Overhaul

Ltd.

Turnover for airline operations comprises:

Traffic revenue
Scheduled services
Passenger and excess baggage  2,253.6  1,905.6
Freight and mail 252.5 207.8

2,506.1  2,113.4

Non-scheduled services 130.7 111.8

2,636.8 2,225.2
Alireraft maintenance and other
airline services 159.9 156.9

2,796.7 2,382.1

The segmented analysis ol turnover, operating surplusf{deficit) and profitv(loss) before tax is stated

after adjusting for intra-group trading transactions.

Discontinued activities refers to certain reluted companies which, because of their status, are not

includedin turnover or operating result.

Group 7 Airlinc
1985 1984 1985 1984
fm £m £ fm

b Turnoverattributable to the Group’s and the

Airline’s geographical markets is:

UK 388.5 381.6 349.6 332.0
Contincnial Europe 867.6 _ ,.75_3_ %__ __7?815 - 6843
Total Europe 1,256.1 11,1349 1,148.2 1,016.3
The Americas 862.0 669.9 839.0 663.4
Alrica 177.8 153.8 172.8 151.2
Middle East, Far East and Australasia 7 646.6_ o _55,5.' lum f367 ’7551 2
2,942.5  2,513.7  2,596.7 23821

Turnover attributable to geographical markets comprises all wraffic originating or terminating
within each of ihe geographical areas. UK turnover relaies solely to domestic operaions. Non
traffic revenue is included in the territory in which the services are rendered.
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Note ] Analysisof Group turnover, operating surplus and profit before taxation
Group Airline
1985 1984 1985 1984
£m £m fm fm
¢ (perating surplus (before exceptional item)
attriburable to the Group’s and the Airline’s
geographical marketsis:
Europe 83.4 103.9 92.7 110.9
The Americas 129.6 85.3 131.6 84.7
Africa 26.2 22.3 26.5 22.2
Middle Ea«t, Far Eastand Austratasia 52.9 36.2 52.2 55.7
292.1 267.7 303.0 273.5

Operating surplus attributable to geographical markets is determined after allocation of fixed costs
to routes generally on a time basis, and variable costs on the basis of resources and facilities used.

Central costs are allocated in line with fixed costs.

UK and Continental Europe services are operated largely by a specialised shorthaul fleet, the day
to day operations of which are fully integrated. The Directors therefore consider that it is more
appropriate, because of the high level of judgemental cost allocation, for the operating result for

these services to be combined under the heading ‘Europe’,

Group Group
1963 1984
fm £m
Operating surplus
a Theresults are arrived at after charging
Amortisation and depreciation of 1angible fixed assets:
Ouwned assets 123.0 98.5
Finance leased aircraft 14.2 12.8
Other leasehold interests 9.0 6.5
Operating lease rental payments: '
Hireof equipment and charter of aiveraft and crezws 21.6 12.2
Other aperating leases 24.4 22.9
Auditors’ remuneration 6 7
Directors’ emoluments 4 3
Company Board
1985 1984
£ £
b Directors’ emoluments
Chairman 51,419 30,820
The highest paid Director was in receipt of remuneration,
excluding pension contributions, smounting o 96,852 78,720
The cther Directors’ remuneration was within these ranges: Number  Number
Nil- £5,000 4 4
£5,001 - £10,000 1
£20,001-£25,000 1
£25,001 -£30,000 1
£40,001 - £45,000 1
£50,001 -£55,000 1
£60,001 - £65,000 1
£80,001 - £85,000 1




R EPORT

AND ACCOUNTS
¢ Employees
Employees of the Groupin the United Kingdom who earned
over£30,000in the year:
Pilots and Officers Other employees Group number
1985 1984 1985 1984 1985 1984
£30,001 -£35,000 221 276 38 14 259 290
£35,001 - £40,000 285 166 22 6 307 172
£40,001 - £45,000 157 35 8 5 165 40
£45,001 - £50,000 37 1 5 2 42 3
£50,001 - £55,000 3 5 ] 8 1
£55,001 - £60,000 3 3
£60,001-£65,000 1l 1
d Staffnumbers and costs
The average number of persons employed in the Group
worldwide during the year was as follows:
Airline operations 36,861 36,096
Helicopter operations 665 711
Inclusive tour holidays 398 312
Others 213 128
38,137 37,247
The aggregate payroll costs of these persons were as follows: £m £m
Wagesand salaries including staff bonus 494.7 440.2
Social security costs 40.6 36.7
Contributions to pension schemes 61.7 59.9
597.0 536.8
Group Group
1985 1984
m fm
Exceptionalitem
Cash costs relating to the settlements of
Laker Anti Trust and associated Class Actions 33.0

Since 31 March 1985 an cut-of-court scttlement has been reached in the action brought against the
Company and other parties by the liquidaior of Laker Airways Limited and proposals to settle,
without admission of liability, the assecinted Class Action suit have been provisionally approved by

the 3§ court.

Provision has been made for the cash to be disbursed which, under these iwo agreements, is
estimated to aggregate £33m (US$38m) and which is charged asan exceptional itemn in the year to

31 March 1985,

The proposals for settlement of the Class Action suit against BA, Pan Amand TWA invelvea
fund of coupons, with a maximum aggregate value of US$30m, which will beissued among those
passengers who travelled between the US und the UK in the relevant period and whoas a result of
the advertisement of these proposals can substantiate a claim, The coupons will be valid for five

years and will be available for part payment for travel across the Atlanticon these carriers’

scheduled services.

Itis impractical to determine how many of the coupons will be borne by BA, and thercfore the
actual costs which are not expected to be material to BA's anniial turnover or resulis will be borne as
coupons are utilised for travel on BA. Accordingly, no provision for this has been made.
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Group Group

1985 1984
fm fm
Otherincome/(charges)
Interest receivable 18.7 15.1
Realised gains, less provision for losses on disposals .3 8.5
19.0 23.6
Group and Company
1985 1984
£m fm
Interest payable and similar charges
Interest payable
Onbankloans
Repayable whollywithin five years 20.2 9.3
Repayable inwhole or in part after five years 36.2 63.2
Other loans and lease finance
Repayable wholly within five years 4.7 4.5
Repayable inwhole or in part after five years 28.6 29.0
Interest capitalised (.6) 1.9
On loans from the National Loans Fund (repaid in 1983-84) 1.9
89.1 106.0
Currency losses on general purpose loans
Onrevaluation of loans at 31 Mareh 20,9 2.7
Onrepayments during the period 3.0
23.9 2.7

113.0 108.7

The average rate of interest borne on loans (excluding lease finance) was 11.77%(1984— 12, 14%).
These loansare repayable up to 1994/95,

Inrespectofall loans, including lease finance » repayable in whole or in part after five years, the
final repayment dateis March 1997 and the interest rates rangefrom 6.44%to 13.81% (1984 —
6.44% 10 11.69%).

Changes in the sterling value of foreign currency loans and lease finance used specifically for the
acquisition of aircraft and amounting 1o £51.4m (1984 - £9, Imj}have been added to the cost of those
aircraft,




e M e e i

e P e

REPORT AND ACCOUNTS

Group Group

1985 1984
£m £m
6 'Taxation (secalsonore20)
United Kingdom Corporation tax at 45% (1984 - 50%)
Ctirrent 7 3
Prioryears (1.2)
Deferred 2
Advance Corporation tax
Current (.2) (.2)
Prioryears ()]
Development Land tax
Prioryears (.5
a.2) 2
Overseas 2.2 1.8
Related companies 1.2 1.2
2.2 3.2

The credit for prior years® UK Corporation tax represents amounts received in respect of the
surrender of past losses to aformer subsidiary.

If full provision [or deferred taxation had been made at 35% there would have been a charge in the
period of £72.8m (1984~ £1,6m),

Group Group

1985 1984
£m £m

Extraordinary item
Release of severance and associated provisions 10.7 33.2

Inaddition, £14.7m was retained by the Company from the amount of £97.8m received from the
New Airways Pension Scheme (NAPS) in respeet of those members of the now clesed Airways
Pension Scheme (APS) whoelected to transfer from APS 1o NAPS on 30 June 1984 and who opted
totakea cash payment upon transfer to NAPS rather than added years of pensionable service in
NAPS.

This £14,7m has been retained as a provision to meet the fuu\re UK Corporation tax liability on
this trangaction as sct out in notes 17 and 23,

Distributable Non-distributable
Profit and loss Revaluation Other  Toul Total
accolnt reserve  reserves 1983 1984
£m £m m £m £m
Reserves
a Movementsin the period
Balance 1 April (99.5) 30.4 14.8 (54.3) (?97.7)
Profitfor the period 180.8 “.7) 176.1 214.5
Exchange adjustments to opening balances
of flcet assets (12.7} .2 {12.5) (1.3
Transfersrelating to revalued property 7.3 (7.3)
Other movements 5.0 8.7) 3.7 (.2)
Surplus on revaluation of property 30.4)
Balance 31 March 80.9 23.1 1.6 1‘9:5;55&“__&5;4.%)
b Analysis of clesing balance
British Airways Ple 67.6 21.3 88.9 (96.7)
Subsidiary companies 13.3 1.8 1.3 16.4 29.0
Related companies i 3 3 1A
809 23.1 16 1056 (54 3:
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Total Total
Fleet  Property Equipment 1985 1984
fm £m Lm £m im
Tangible assets
a Group
Costorvaluation
Balance ] April 1,967.6 258.0 185.7  2,411.3  2,171.5
Exchange adjustments to opening balance 47.6 47.6 56.0
Additions 77.6 11.3 31.3 120.2 252.8
Reclassifications G4 2 (2 5.4) 8.8
Disposals 54.7) (17.3) 8.7 (80.7) (77.8)
Balance 31 March 2,032.7 252.2 208.1 2,493.6 2,411.3
Depreciation
Balance 1 April 959.0 89.2 100.5  1,148.7 1,092.3
Exchange adjustments to opening balance 9.7 D 9.6 11.1
Charge for period 113.2 10, 22,7 146.2 117.8
Reclassifications 2 (.2)
Disposals @5.0) (5.6} (7.8) (58.4) (72.5)
Balance 31 March 1,036.9 94.0 115.2  1,246.31  1,148.7
Netbook amounts
31 Merch 1985 995.8 158.2 92.9 1,246.9
31 March 1984 1,008.6 168.8 B85.2 1,262.6
Utilisation
Assets in current use 983.4 150.4 782  1,212,0 1,194.2
Payments on account and assets in course
of construction 12.4 5.9 14,7 33.0 50.7
Asscts notin current use 1.9 19 17,7
995.8 158.2 92.9  1,246.9 1,262.6
Tangible assets include the following
amounts relating to leased nircraf:
Cost 216.4 191.8
Accumulated depreciation (97.9) (75.2)
Net bookamount 119.0 116.6
The net book amount of property includes
the following clements of cost and
valuation:
Freehold property
atvaluation less depreciation 20.7 249
atcost less depreciation 10.3 9.0
Long leaschold property
atvaluation less depreciation 12.6 20.4
atcost less depreciation 8.5 8.4
Shortieaschold property
atvaluation less depreciation 16.8 9.3
at cost less depreciation 89.3 86.8
158.2 168.8
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Tual Total
Fleet  Property Equipment 1985 1984
£m fm fm £m £m
b Company
Costorvaluation
Balance 1 April 1,861.5 236.5 171.1  2,269.1  2,029.3
Exchange adjustments to opening balance 49,7 (1.2 48.5 55.0
Additions 72.9 10.2 30.3 113.4 241.4
Reclassifications (15.9) 2 (.2) (15.9) 4.8
Disposals (38.3) (17.3) (8.4) (64.0) (65.4)
Balance 31 March 1,929.9 2284 1928 2,351.1  2,269.1
Depreciation
Balance 1 April 207.8 82.0 92,7 1,082,5 1,023.8
Exchange adjustments to opening balance 1.7 D 11.6 10,9
Charge for period 104.5 9.5 209 134.9 110.0
Reclassifications 2 (.2)
Disposals (36.1) (5.7 7.4 {49.2) (62.2)
Balance 31 March 987.9 83.9 106.0 1,179.8 1,082.5
Netbook amounts
31 March 1985 942.0 142.5 86.8 1,171.3
31 March 1984 953.7 154.5 78.4 1,186.6
Utilisation
Assets in current use 929.6 135.6 723  1,137.5 1,118.3
Payments on account and assets in course
of construction 12,4 5.0 14.5 31.9 50.6
Assets notin current use 1.9 1.9 17.7
42,0 142,5 86.8 1,171.3 1,186.6
‘Tangible assets include the following
amounts relating to leased nircraft:
Cost 216.4 191.8
Accumulated depreciation (97.4) ﬂi?
Net book amount 119.0 1 [()f
The net book amount of praperty includes
the following clements of cost and
valuation;
Frechold property
atvaluation less depreciation 18.3 22,9
at cost less depreciation 8.0 7.7
Long leasehold property )
atvaluation less depreciation 12.5 204
atcost less depreciation 8.5 8.4
Shortieasehold property
atvaluation less depreciation 2.7 12,4
atcost less depreciation 85.5 8.7

125 1545
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Nore9 Tangible assets {continued)

¢ Depreciation

1

@ 8 4

Depreciation of fleet is provided over periods ranging from 1010 16 years after making a}lowance

for residual values of bewween nil and 10% of cost.

Depreciation of equipment is provided ever periods ranging from 3 1o 16 vears, according to the

typeofequipment,

d Market value of property

All properties of the Company and its subsidiaries, other than those properties ofa specialised use
nature, were valued at open market value at 31 March 1984 by Richard Ellis, Chartered Surveyors,

and this value was included in the accounts for the year then ended.

Group Group Company Board
1985 1984 1985 19584
£m fm fm im
e Capital expenditure commitments (secnote 22)
Capital expenditure authorised but not provided
forinthe accounts amounts to:
Authorised and contracted 126.9 i81.3 126.2 180.7
Authorised but not contracted 69.5 57.6 63.4 3.5
196.4 238.9 189.6 232.2
f Leasing commitments
Future payments, for which there are
commitmentsasat 31 March 1985 under
operating leases, falf due as follows:
Fleet
Within one year 44.4 2.2 41.8 1.6
Between one and tevo years 51.9 1.8 51.9 1.5
Between two and three yoars 47.2 1.5 47.2 1.5
Between three and fouryears 11.6 14 11.6 14
Between four and five years 9 9
155.1 7.8 152.5 6.9
Propertyand equipment
Withinoneyear 20.7 15.0 20.6 14.9
Beteween one and twoyears 15.5 9.0 15.4 8.9
Berween two and three years 13.0 7.5 12,9 7.4
Betwween three and fouryears 10.5 5.5 104 54
Between four and five years 7.2 3.9 7.1 3.8
Ouerfiveyears, ranging up toyear 2055 - 1113 93.4 i11.2 93.3
. 1782 134.3 177.6 133.7
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Investment at cost less

__ mounts \\'riieigl‘(‘
Tots] Total
1985 1984
Lm £m
10 Interestsingroup companies
Movements in the period
Balance 1 April 71.3 77.7
Exchange adjustment to opening balance 2
Provisions released/(charged) 1 (2.3)
Net additions/(repayment) of advances 4.1 (CH )]
Balance 31 March 75.7 71.3
Group Group
1985 1984
£m fm
Investments
a The Group's investments comprise:
Balance 1 April 20.1 20.4
Exchange adjustment lo opening balance 3
Disposals (10.6) (.6)
Increase/(decrease) in artributable reserves in the period 4.n 5
Other movements 9 .3
Balance 31 March fealuation —see note 115) 4.2 20.1
Analysis of clesing balance:
Related Companics
Equity and advances 3 35
Attributable rescrves J3 13.4
.6 16.9
Trade Investments 36 32
4.2 20 1

12

The Group has no investruents in releisd companies or tradei investments cacucdmbmm.

e = =z rmmrmme =

b Unlisted investments

The aggregate value anributed by the Directors to the equity in these unlisted investments is not
materiatly different from the book umounis.

Gmﬁﬁ B _'G;url;r (.c;ml; nR 7 Bunr&
1985 1984 1985 1984
fm ) £m ) ;.‘m £m
Stocks
Raw materials and consumables 12.1 1.8 112 11.0
Work in progress 4.2 2.5 6
Finished goods 9 7

B RSt i 1 WAL il TR Rt n i e

17.2 15 0 11 8 11.0

The replacement cost of raw matemls, consumablesand finished goods is not t.omldercd wohe
materially different from the balance sheet v aluc
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Group Group Company Board
1985 1984 1985 1984
£m £m £m fm
Debtors: due within one year
Trade debtors 514.1 396.3 483.2 372.8
Amounts owed by group companies 4.3 f2
Other debtors 30.0 13.3 28.6 12.0
Prepayments and accrued income 63.3 52.7 45.0 43 _3
607.4 4623 561.1 433.3
Creditors: amounts falling due within one year
Loans and lease finance: (see note 16;
Bank and other loans 62.8 46.4 62.8 46.4
Lease finance 18.4 15.1 184 15.1
81.2 61.5 81.2 61.5
Unsecured overdrafis 1.1 .1
Trade creditors 341.0 290.7 320.0 265.7
Amounts owed to group cempanies 30.0 44,8
Amounts owed to related companies 2 2
Other creditors including iaxation and
social security:
Other creditors 65,8 42.4 63.0 40.1
Corpurate taxation 3.6 29 2.8 2.7
Taxntion and social security 14.8 10.7 13.2 10.4
84.2 56,0 79.0 53.2
Accruals and deforred income:
Sales in advence of corringe and other
deferred income 054 | [20037] (2660 | [268.3
Accruals 1353 | [ 603 | |25 || s7.7
540.7 359.6 498.5 326.0
1,048,2 768.1 1,008,7 751.4
Creditors: amounts falling due after more than one year
Loansand lease finance: ¢sce note 16)
Bankand other loans 450.9 7254 450.9 725.4
Lease finance 114.7 1142 114.7 114,2
565.6 839.6 565.6 839.6
Other creditors:
Aceruals ‘ a L i 116 Ry 11,9 13.5
e 52?.2 8527 577.5 853.1
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Group Group Company Board

| 1985 1984 1985 19gd o
. £m fm m £m

1 . S

i 13 Debtors: due within one year

) Trade debtors 514.1 396.3 483.2 372.8 )
1;} Amounts owed by group companies 4.3 5.2 3
3 Other debtors 30.0 13.3 28.6 i2.0 =
§ Prepaymentsand accrued income 63.3 52.7 45.0 43,3 o

607.4 462.3 561.1 433.3

AL e

14  Creditors: amounts falling due within onc year
Loans and lease finance; {see note 16)

Bankand other loans 628 | | 464 | 28] [ 464 !
1 Lease finance 18.4 i5.1 18.4 15.1
. 8L2 615 812 6.5 i
33} ‘ Unsecured overdrnfts 1.1 1 ‘ \;
4 Trade creditors 3410 2907 3200  265.7 o
;I, ! Amountsowed to group companies 30.0 44,8 '
I i t Amounts ewed to related companies 2 2 |
o ! Other creditors including taxation and k
et soclal security:
:;?{; | Other creditors 65.8 42.4 63.0 40,1
el | Corporate taxation 3.6 2.9 2.8 2.7 o
L r Taxation and sociat security 14.8 10.7 13.2 10.4 o
1 8.2 560 790 332
>[""i" ' Accruals and deferred income:
?;}5 i Salesin advance of carriage and other — ~ K s
i, deferred income 4054 | 12993 | | 366.0 | | 268.3 P
o | Accruals 135.3 60.3 | | 132.5 57.7 ' ’
|3
| 540.7  359.6 4985  326.0 !
gk L0482 7631 1,0087 7514 «,
i L
‘ ! j 15  Creditors: amounts falling due after more than one year \‘;’
[ L Loans and lease finance; (see note 16) .
%} Bankund other loans 450.9 725.4 450.9 7254 o
_ Lease finance 4.7 [ 12| | 147 | | 1142 j
565.6 839.6 565.6 839.6 . )
Other creditors:
Accruals 11.6 13.1 11.9 13.5

T — —— AT AT I M A S v YR et Mk L e AL
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Group and Company
1985 1984
£m f{m
16 Loansandlease finance
Totalloans and lease fnance
Loans

Ban’e US§529.6m (1984~ US$1,128.1m) 370.8 608.5
Othor US$276.9m (1984 - US$330.2m) 142.9 163.3
Leasc finance US§164.6m (1984 - US5186.4m) 133.1 129.3
646.8 901.1

All theseloans including lease finance are guaranteed by M Treasury. Of the bank loans
US35413.9m (1984 - US$986.5m) are covered by HM Treasury against exchange risk, which havea
sterling obligation 0f£196.3m (1984 - £444.6m).

Comprising:
Bankloans _
Repayablewholly within five years 36.8 23.8
Repayable inwhole orin part after five years 3340 584,7
Other loans and lease finance 3708 608.5
Repayablewhollywithin five years 44.6 30.8
Repayableinwhole or in part after fiveyears 2314 261.8
276.0 292.6
646.8 901.1
Group and Company
Uss Other Leage Total Total
Bunkloans US$loans  finance 1985 1984
fm fm fm Lm fm
Incidence of repayments—instalments failing due: ‘
Within one year (see note 14) 46.5 16.3 18.4 81.2 61.5
After more than one year {seenote 15)
Between one and two years 50.6 17.9 19.2 87.7 82.8
Bereween two and three years 62.4 19.5 20,1 102.0 117.5
Betaveen three and fowr years 61.8 19.5 19.2 100.5 133.2
Between four and five years 57.8 19.5 14.4 91.7 131,9
Infiveyearsor more 91.7 50.2 41.8 183.7 374.2
324.3 126.6 114,7 565.6 839.6
Total 1985 370.8 142.9 133.1 646.3
Total 1984 608.5 163.3 129,3 901.1

3y
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Pensions
and similavr  Deferred Total Total
obligations 1ax  Severance Other 1985 1984
£m fm £m £m £m £m

Provisions for liabilities and charges
a Movementsin the period

Balance } April 11.4 7.9 20.0 7.1 46.4 0l1.1
Transfers (to)/from profirand
loss account 1.7 (10.7) 6.2 2.8 (32.6)
Contribution to future tax
liability (seenotes 7 and 23} 14.7 14.7
Provisions applied (9.3 &) (9.6)  (19.8)
Transfer from revaluation
reserves 7.7
Balance 31 March 13.1 7.9 27.7 48.7 46.4
b Analysis of closing balance
British Airways Plc 13.1 7.7 26.6 47.4 44.5
Subsidiary companies 2 1.1 1.3 1.9
13.1 7.9 27.7 48.7 46.4
Wo. of shares £m
Called up share capital
Authorised: Ordinary sharesof £1 each 180,050,000 180.0

Allotted, called up and fully paid Ordinary shares of £1 each
Sharesissuedon I April 180,000,000 180.0
Shares issteed for cash prior to vesting 50,000

Balance 31 March 180,050,000 180.0

On 1 April 1984 the property, rights, liabilities and obligations of the British Airways Board were
vested in British Airways Ple, The public dividend capital amounting to £180m formerly held by
the Board was replaced by share capital of £180m in British Airways Ple, divided into 180 million
Ordinary shares of £1 ench,

Group Group
1985 1984
Earnings per share
Earnings pershareisc,  lated as follows:
Profit before extraordinary item attributable to shareholders £165.4m £181.3m
Ordinary shares (1984 — public dividend capitai} in issue 180,050,000 180,000,000
Earnings pet share 91.9p 100.7p
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REPORT AND ACCOUNTS
Group Group Company -_Iia‘gxrd
1985 1984 1985 1984
£m £m fm fm
Deferred taxation (see alsonotes 6 and 17,
Deferred taxation comprises:
Accelerated capital allowances 2 2
Timing differences in respect of property valuations 7.7 7.7 7.7 7.7
- 7.9 7.9 7.7 7.7
If full provision for deferred axation at 35% had
been made the following amounts would have
been required asat 31 March:
Accelerated capital allowances 125.7 6.6 113.9
Advance Corporation tax written off (25.0) (25.0)
Other timing differences (21.8) 5 (23.1)
Timing differences in respect of property valuations 7.7 7.7 7.7 7.7
86.6 13.8 73.5 7.7

The Company’s unrelieved tax losses carried forward are estinated ar £439m (1984 £79%4m).

Forward transactions in foreign currency

A substantial porticn of capital expenditure and leasing commitments (see note 9) are payable in US
dollars, In addition fuel purchases are based on US dollar prices. As US dollar expenditure on both
capital and operating accounts, together with US dollar-related expenditure, is only partly covered
by US dollar receipts, forward purchase contracts amounting in aggregate to US$54.9m
ousstanding at 31 March 1985 and masiring over the next year, have been mads to cover partafthe
exposure risk, All of these have been purchased against certain currencies in which surpluses of
receipts over expenditure will arise in the future, Forward purchase contracts to the valueof
£27,3mmaturing in 1985-86 have been arranged on behalf of group companies o meet operating
requirements.

Directors’ and Officers’ loans and transactions

No loans or credit transactions were outstanding with Directors or Officers of the Company at the
end of the period which necd to be disclosed in accordance with the requirements of Schedule 6 of
the Companies Act 1985, Furthermore, o other transactions or arrangements were entered into

with parties in which the Directors or persons connected with Directors had any material interest.

_1]
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Pension costs

On 1 April 1984 the Company introduced a New Airways Pension Scheme (NAPS))and from that
dateall new full time permanent staff, over the age of 18, employed by the Company and certain
subsidiaries, other than those engaged locally at overseas stations, are required to join NAPS, Prior
to 1 April 1984 staffwere required to join the Airways Pension Scheme (APS),

Benefits provided under APS are based on final average pay and, for the majority of members,
are subject to increases in line with inflation, Those provided under NAPS are based on
pensionable pav reduced by an amount equivalent to one and 2 half times the Government’s lower
earnings limit and are subject to inflation increases up 1o a maximum of 5%in any one year.

Allmembers of APS in employmenton 1 April 1984 were offered the opportunity to transfer to
NAPS on terms under which their existing pensionable service in APS would be preserved in
NAPS. Inaddition ail eligible members were offered the option of added years of pensionable
service in NAPS or a cash payment [rom the Company based on the actuarial valuation of the
difference between benefitsaccrued to date under APS and NAPS. The offer closed on
30 June 1984 by which time 17,007 members of APS, representing 53% of the otal membership,
had elected to transfer to NAPS, which became effectiveon 1 July 1984,

Most locaily engaged staffoverseas are covered by appropriate local arrangements.

Rates of contribution during the peviod to APS and NAPS by most employees asa percentage of

pensionable pay were:

APS NAPS
General Stafl: maele7.25%  female5.75% male5.25%  feraale 3.75%
Air Cabin Crew: male8.5% female7.0%  male6.5% female 5.0%
Pilots and Officers: 8.5% 6.5%
(based on [ull pay) (based on full pay less lower earnings limit)

Contributions by British Airways and cestain group companies during the period as recommended
by the Schemes’ Actuaries were at the following multiples of the employees’ contributions:

APS NAPS
General Suaff: 2.01times 3.4 times
Air Cabin Crew: 2.6times 3.9times
Pilotsand Officers: 3.4 times 4.4 times
{based on full pay) {bused on full pay less lower earnings limir)
Group Group
1985 1984
fm om
British Airways’ contributions charged it its acconnts were:
Airways Pension Scheme 41.2 546
New Airways Pension Scheme 14.6
Other pension sehemes and provident funds 5.9 5.3
L . ) 61,7 59.9
UK staff ' 560 546
Overscas siall 5.7 5.3
6L.7 59.9

Anactuarialvaluntion of the funds of the Schemes is made at intervals not exceeding three vears.
The liabilities are covered by a combination of existing assetsand present valur of future employer/
employee contributions,

For those stafTwho opted for a cash payment, wuich represented the difference between the
accrued benefits under APS and those under NAPS, the Intand Revenue ruled that the cash had o
be paid, in the first instance 1o the Company, which would be treated asa trading receipt assessable
for Corporation tax. The Inland Revenue also ruled that the payment of cash to the staffwho had
opted for the cash payment would not be allowed as deduction for Corporation tax.

The difference in the acerued benefits amoumed 10 £97.8m of which £83.1m has been pad out 10
stallwho opted for the cash payment. The balance of £14.7m, representing 15% 00l the total amount
P'di;illg the Company, has been retained 10 meet the futaure UK Corporation wx liability tsce notes 7
and I7:,

8
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REPORT AND ACCOTGENT S

Contingencies

a Financial

Contingent liabilities exist for which ne provision has been made in the accounts covering
obligations of the Coapany and guarantees given by uron behalf of group companiesand related

companies. For th {3reup they amount to £16. 1m (1984 — £18.0m) and for the Company £36.2m
(Board 1984 ™ 3.

b Litigation

Save for the action brought by the liquidator of Laker Airways Limited and the associated Class
Action suit, 1o other claims alleging breach of US anti-trust laws have been brought and no other
claims, which in the opinion of the Board may havea significant effect on the Group’s financial
position, have been brought or are threatened, but the possibility of further claims being asserted in
relation to BA’s past services to and {rorn North America cannot be excluded and, il asseried, such
claims could, as is common in anti-trust actions in the United States, seek substantial amounts.
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GROUP CURRENT COST STATEMENTS

1985 1984
Current cost profit and loss account Note £ra £m
Turncver 2,943 2,514
Historiz cost operating surplus before exceptional item 292 268
Exceptional item 3 (33
Historic cost operating surplus after exceptional irem 259 268
Current cost adjustment
Additional amortisation and depreciation ¢ (85) (75)
Current cest operating profit 174 193
Other income/(charges) 5 19 24
Ne income from investments 3 2
Current cost adjustment
Adjustment to historic cost surplus on disposal of
tangible assets and investments 6 (13} 2
9 24
Current cost profit before interest payable and similar charges 183 217
Interest payable and similar charges
Gearing adjustment 7 50 43
Interest payable (89) (106}
Currency losses (24) (3)
63) (61)
Current cost profit before taxation 120 156
Taxation and minority interests 3 h
Current cost profit before extraordinary item 117 152
Extraordinary item 8 11 33
Current cost profit for the period transferred to other reserves 12 ) 128 185

British Airways Plc for the period ended 31 March 1985
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REPORT AN D ACCOUNTS
1985 1984
Current cost balance sheet Nine Im fm
Fixed assets
Tangible assets Zand 9 2,145 1,972
Investments 2 8 23
2,153 1,995
Net current liabilities (338) (258)
Creditors: amounis falling due after more than cne year 577 (853)
Provisions for liabilities and charges (49) @47
1,189 837
Financed by
Called up share capital 180 180
Current cost reserve 11 1,229 995
Other reserves 12 (223) (341)
1,186 834
Minority interests 3 3
1,189 837

British Airways Ple at 31 March 1985
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NOTESON THE GROUP CURRENT C COSTSTATEMENTS

These statements have been prepared inaccordance with Statement of Standard Accounting
Practice No 16 on Current Cost Accounting issued by the Accounting Standards Committee

modified in the manner referred to in Note 7 below.
The accounting policies adopted in the current cost accounts are the same as those used in the

historic cost accounts except as siated below,

Tangible assetsare stated at the Jower of cusrent replacement cost less amortisation and
depreciation and thie amounts estimated to be recoverable from operations over their remaining

lives. These amounts have been derived as follows:

a where new aircraft of the same or similar type are still being purchased, at current cost based on
latest delivery prices;

b where aircealt will be replaced by different types, at the current cost of the replacement aircraft
adjusted to reflect the differences in capacity and technology;

¢ non-specialised use propertics, by reference to current market value onan existing use basis;

d equipmentand specialised use properties by applying appropriate factors taken from relevant
indices 1o the historic cost;

¢ investmentsin related companies and trade investments, at Directors’ valuation aking account
of the applicable proportion of the historic cost netassets of each company, thedifferences from
their current cost amounis being considered immaterial,

1985 1984
fm £m
Exceptional item
Cush costs relming to the settlements of
Laker Anti Trust and associated Class Actions 33

The current cost charge for amortisation and depreciation is based on the gross replacement cost of
the tangible assetsaveraged over the period using the same operational lives as those in the historic
cost sccounts.

Ttogs 1984
. — OO .. ...

Other income/(charges)
Imerest receiveable 19 15
Renllspd it ims. less prorwrsmn l'or losscs, on dlspo:,nls 9
19 24

S  ammata i g T THA DL T T i ami s sccacower— o=

The historic cost surplus on d13posnl of tangible assets and investments has been adjusted to reflect
the difference between the historic costund current cost book amounts of the assets concerned.
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Statement of Standard Accounting Practice No 16 states that no gearing adjustment should be made
in the accounts of Nationalised Industries. Flowever HM Government has stated that these
industries which it has decided to return to the private secior should adopt the gearing sdjusiment,

1983 1984
fm Im
Extraordinary item

Release ol severanee and associated provisions 11 33
Current Depre-  Current Dcr;r(;-
cost ciation cOsL ciation
1985 1985 1984 1984
fm m £m £m

Tangible assets at31 March consisted of
Fleet 2,970 1,281 2,487 930
Property 606 256 474 161
Equipment 352 246 331 229

3,028 1,783 3202 1,320

Asstocks are not generally held for resnle noadjustment has been made for cost of sales. No
moneiary working capital adjustment has been made as the relevant liabilities exceed the relevant
assets; the excess is reflected in the gearing adjustment.

WD T EEET R e e s e T

o £m {m
Current costreserve
Balance 1 April 995
Transfer o other reserves <
Surplus on revaluntion
Fleet 228
Property 56
Tnwestments 3

287

Gearing adjusiment o o L (5_'3)
Balance 31 March 7 - S ) 1 ?22?
Otherrescrves
Balance 1 April (341)
Exchange adjustments to opening balances of lect nssets (13)
Transfer from current cost reserve 3
Current cost profit for the period 128
Batance 31 March o (223)
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PRINCIPAL OPERATING GROUP COMPANIES

Principal operating group companies at 31 March 1985 all of which
were incorporated in Great Britain »nd are wholily owned except where indicated
AIRLINE OPERATIONS
British Airtours Lid
British Airways Enginc Overhaul Lid
HELICOPTER QPERATIONS
British Airways Helicopters Lid
INCLUSIVE TOUR HOLIDAYS

Alta Holidays Ltd (51% owned)
British Airways Tour Operations Lid
Marun Rooks & Co Lid
Qverseas Air Travel Lid

CYTHERS
British Airways Associated Companies Ltd
British Airways Pension Administration Lid

The Airways Housing Trust Lid
Travel Automation Services Ltd (55% owned)
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BRITISH AIRWAYS

P” 4

PO Box 10

Heathrow AirporttLontlon)
Hounslow

TW6 2JA

Telepkone: (1-562 5394
Cables: Britishair
Telex: 8813983 Bawysc G

16 December 1985 Bernard Wood

Company Secretary

Registrar of Companies,
Department of Trade and Industry,
Coupanies House,

Cruwn Way,

Maindy,

Cardiff CF4 3UZ

Dear Sir,

BRITISH AIRWAYS Plc =~ Number 1777777

In accordance with section 241 of the Companies Ac:,
1985, I attach a copy of the Accounts of this company for the
year ended 31 March 1985.

Yours faithfully,
ﬁ \MMM

BERNARD WOOD

Britsaks Aurke s Fle,

Re pustoreduotin g,
Sprvdbaritiluvse,
Huatbivens Anpoit Londen
Huminulows 13n 204



