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The proposed merger between
British Airways and Iberia
is great news for customers
and shareholders
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Welcome to the latest issue of Overview, the magazine for
British Airways shareholders. On the following pages you’ll ﬁnd
details of the latest ﬁnancial results, plus comments from the
chairman, CEO and CFO.
In addition, we take a close look at BA’s new leisure strategy,
take a ride on the maiden ﬂight of the new service from London
City Airport to New York and check out the thinking behind
the current Opportunities advertising campaign.
We’d love to hear your views: you can send us an email at
overview@cedarcom.co.uk. We’ll be publishing a selection of
let
letters in the next edition of Overview,
an
and the writer of the best one will win
a four-night holiday in Las Vegas.
S
See the back page for details.
Tim Hulse, Editor

With your shareholder reference number
you can check your shareholding online at:
www-uk.computershare.com/investor

Kirsty Gallacher helped British Airways celebrate
its 90th anniversary in August. Another reason for
celebration recently was BA’s award for Best Business
Airline at the Condé Nast Traveller Readers’ Awards.

British Airways Shareholder Services
can be contacted at:
company.secretary@ba.com
Shareholder Reservations
Book online at
www.bashareholders.com
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The Summary Financial Statement in this magazine on
pages 10 to 11 does not contain sufficient information
to allow as full an understanding of the results of the
group and state of affairs of the company or the group
and of their policies as would be provided by the full
interim management report. Shareholders who would
like more detailed information may obtain this online
at www.bashares.com.
Certain statements included in this edition of
Overview may be forward-looking and may involve
risks and uncertainties that could cause actual results
to differ materially from those expressed or implied
by the forward-looking statements.
Forward-looking statements include, without
limitation, projections relating to results of operations
and ﬁnancial conditions and the Company’s plans and
objectives for future operations, including, without
limitation, discussions of the Company’s business
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and ﬁnancing plans, expected future revenues and
expenditures and divestments. All forward-looking
statements in this report are based upon information
known to the company on the date of this report.
The Company undertakes no obligation to publicly
update or revise any forward-looking statement,
whether as a result of new information, future events
or otherwise. It is not reasonably possible to itemise all
of the many factors and speciﬁc events that could
cause the company’s forward-looking statements to
be incorrect or that could otherwise have a material
adverse effect on the future operations or results of
an airline operating in the global economy.
Fuller information on some of the factors that
could result in a material difference is available in
the Company’s Annual Report and Accounts for the
year ended March 31, 2009, which is available on
www.bashares.com.
www.bashareholders.com
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MARTIN
BROUGHTON
CHAIRMAN ’S NOTEBOOK

MEETING NEW CHALLENGES
Views from the chair on the Iberia merger, Copenhagen and the Backing British Business campaign

I

’m very excited about our merger with Iberia and delighted that
Willie is going to lead the group. We are at last participating in
consolidation and this is the ﬁrst step in building an airline group
that could include several brands. It is a giant leap forwards
for British Airways.
It has involved months of shuttle diplomacy but the arrival of new
management at Iberia earlier this year re-energised the deal. The
talks had ground to a halt but the arrival of Antonio Vazquez changed
all that and it has been a pleasure to work with him. This is a merger
of equals that will be good for both British Airways and Iberia.
We know our institutional shareholders support the merger and
we know the city supports it. We need to ensure all our shareholders
have a voice. So while the AGM will be held in Madrid there will be a
separate meeting for shareholders in the UK linked by satellite.
The two airlines’ brands will remain very separate.
There is no thought whatsoever of creating a single
brand approach.
It was obviously disappointing to report our
ﬁrst ever loss at the half year stage, which is
the more proﬁtable half, but there were some
signs of encouragement in the results which
clearly showed our ability to reduce cost and
increase customer satisfaction and operational
performance at the same time. Our big challenge
is to continue to achieve this.

My name was linked to the top job at ITV. From talking to people I
get the impression that my name was probably on a shortlist that
was being circulated internally. But they never approached me and
I’ve made it clear to a number of headhunters who have approached
me that I am chairman of a FTSE 100 company and have no
wish to be chairman of a second.
I will continue to be chairman of British Airways
and deputy chairman of the new merged BA
Iberia group.

“Consolidation
is a giant
leap forwards
for British
Airways”

I think we could get a deal done at Copenhagen.
But the politicians are really going to struggle to get
something that everyone can sign up to; so you can see
Copenhagen turning in to a staging post for another Copenhagen
12 or 18 months down the line.
There’s a cynical view that a global agreement on including airlines
and shipping in the targets is one way of ensuring a “success” — given
the failure to get an agreement on those industries at Kyoto. We
would be all in favour of that compromise. We want a global deal.
We are heading towards being heavily taxed in this country — it’s
a good excuse for putting taxes up on airlines because we can call it
‘environmental’ even though it’s just money going into the coffers.
So much better to have a global, sectoral agreement on aviation,
bring everybody into it, take the issue out of the national and into
the international. That should make for one set of costs rather than
lots of different bits coming from different sources. Airlines can then
plan their future.
I am surprised the British Government has gone as far as it has with APD,
but I’m not surprised that it’s seen aviation as a source of income, because
anything labelled ‘environment’ is easier to justify. If you look at the Dutch,
www.bashareholders.com

they tried to do something similar to Amsterdam and then shelved it
because passengers in their droves decided not to go via Schiphol, they
went via Paris or Frankfurt to avoid paying the duty. That’s our fear here.
We’re encouraged that the shadow chancellor, George Osborne, is alert
to the problem. He had lunch with his counterpart in Holland, where they
pulled back from imposing a big APD rise for fear of damaging Schiphol’s
competitiveness. We don’t have to tell Osborne what the problem is;
he’s already learned it from the horse’s mouth.

Are we coming out of recession? I see no
green shoots but we are working hard to help
stimulate business. It’s not rocket science that
face-to-face meetings help to do business.
Our Backing British Business campaign
launched in April has been a great success
helping small businesses and some of the deals
done on the back of our grants have been truly
inspirational. The next phase of the campaign has
just been announced. It gives 100 companies the
chance to win a year’s worth of ﬂights from March 2010.
Small businesses are the backbone of this country and we are
proud to be able to help them.
I was delighted to see off the BA001 London City to New York
inaugural service in September. We have a long and distinguished
history of delivering world beating and innovative new services
and our London City service is no exception.
For the ﬁrst time, the City has a tailor-made premium service to
New York on its doorstep. It was also a major milestone in providing
long-haul services for the ﬁrst time out of London City.
And, also for the ﬁrst time, customers can also connect to the
internet and email across the Atlantic thanks to our new service
with OnAir. A quick stop to refuel in Shannon allows them to pass
through US Customs and Immigration so land as a domestic ﬂight
at JFK, getting them through the airport in minutes.
British Airways’ ﬁrst business class-only service deserves
Concorde’s former call sign of ‘Speedbird 1’ to underline the
premium status of this innovative new route. ■
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OVER TO YOU
We want to hear
your views. Email us
at overview@
cedarcom.co.uk

questions and answers

This has been one of the worst years for
the industry and the airline and you’ve
made record losses again. How do you feel
about that?
I take no comfort out of the ﬁnancial performance.
It’s better than we expected and I’m not going
to put a gloss on it. We’ve experienced a very
difficult external environment that has
seriously threatened the airline industry.
We recognised that ahead of many of our
competitors — yet we were accused of being
bearish, of making it sound worse than it was.
Which wasn’t true?
The evidence shows we have been absolutely
realistic. Some of our competitors tried to put
a gloss on it but the ﬁgures don’t lie. The honest
answer is that there are no green shoots.
We’re still patiently awaiting the arrival of
spring. Things appear to have stabilised.
The merger has been a long time coming —
16 months since you started discussions
with Iberia and a decade after taking a
stake in Iberia. So how important is it to
British Airways and the future?
It is great to see British Airways actively
involved in consolidation at last. It is part of
the overall solution to the challenges we face
as a company and as an industry. The strategic
importance of this deal cannot be understated.
We have a lot of history of working with Iberia
and we can build on that. The real risk was that
we would get left behind and become a target
but this really strengthens our position.
How will the company be run?
This is a merger of equals, which is reﬂected
in the make up of the new group board called
TopCo. There will be ﬁve directors from British
Airways, ﬁve from Iberia and four independent
directors. The management team will be split
between British Airways and Iberia executives.
The holding company will be incorporated
in Spain but listed in the UK. And while the
headquarters will be in London, there will
be an office in Madrid. This is similar to the
structures used in the Air France KLM and
Lufthansa Swiss models.
Why is the company HQ in the UK when it
will be a Spanish registered company?
November 2009 OVERVIEW

Given London’s importance as a global hub, it
is logical to base TopCo’s headquarters here.
Both of the existing headquarters of British
Airways and Iberia will remain in place. We
have to have a structure in place that will
protect our traffic rights to comply with our
bilateral agreements.
But does this mean British Airways will be
any less British?
British Airways will continue as an airline, as
an operating company and as a brand. We want
to protect the heritage of each brand and
there is no question about that. We are not
acquiring Iberia, they are not acquiring British
Airways. We are partners.

“The merger
means customers
will ﬁnd it easier and
more convenient
to book and
travel to 59 new
destinations”

If the AGM now has to be held in Madrid,
what does that mean for UK shareholders?
There will be separate meeting for UK
shareholders in London linked by satellite
to Madrid.
This looks like a merger that beneﬁts
shareholders not consumers?
As members of the oneworld alliance we
codeshare with Iberia on more than 30 routes
around the world and have reciprocal frequent
ﬂyer programmes. The merger means customers
will ﬁnd it easier and more convenient to book
and travel to Iberia destinations that we don’t
currently serve. The combination of our
networks will mean 59 new destinations for
British Airways and 48 for Iberia.

While the Labour government gave the goahead for a third runway, the Conservatives
ruled it out. Does this mean you have given
up your plans for a third runway?
With a question mark over Heathrow, this
merger gives us potential to grow through
Madrid. However, our intention is to continue
to push for a third runway at Heathrow.
Where do the synergies or cost savings
come from?
BA and Iberia are already restructuring due
to the current economic downturn. I believe
we can achieve synergies through greater
network connections, best practice inventory
management, combined global sales forces and
savings on IT, procurement and maintenance.
Is there a risk you will take your eye off the
ball now at British Airways if you have to
focus on sealing the deal with Iberia?
Absolutely not. We’ve proved that we didn’t
get distracted by the merger discussions
with Iberia, even when they ground to a halt
in the middle of the year. Our operational
performance has been fantastic. Punctuality
— absolutely brilliant. Regularity in terms of
operating all ﬂights we have scheduled — best
we have ever seen. Customer satisfaction
scores — record scores. T5 has blossomed into
the fantastic facility that we said it would be.
It is being recognised now as a world-class hub
airport. We are winning awards that are voted
on by our customers and industry experts.
With a £292m pre-tax loss for the ﬁrst half
— your worst ever in what is traditionally the
strongest period, there was understandably
no dividend for shareholders. Do they have
anything to look forward to next year?
I think 2010 will be the year when things start
to turn. The recovery could be fragile but, if we
are wrong and if things improve faster, then
we are in a position to take advantage. We
have retained a lot of ﬂexibility — we have
aircraft that we can use to take advantage of
any growth.
The new routes we’ve launched are another
example of ﬂexibility. People have questioned
the timing. But different parts of the business
have responded in different ways to the
downturn. Long-haul premium leisure has
www.bashareholders.com

been really positive — a star performer.
It is interesting. It’s said that in a recession
wealthy people tend to remain wealthy and
look to get value for the money they are
spending. We’ve seen evidence of that.
There’s tremendous scope for growth. Look
at Las Vegas — early bookings have been
fantastic. What’s great is the value a city like
that puts on a ﬂight. They estimate that the
BA service is worth $96m a year to them in
non-gaming revenue.
The UK beneﬁts from a strong Heathrow
and would signiﬁcantly beneﬁt from an
enhanced Heathrow. That goes back to my
message about the environment. There has to
be a balance between the economic beneﬁt
aviation brings and its economic impact. The
www.bashareholders.com

people who take those economic beneﬁts
most for granted are the government here.
In the meantime, what about the threat of
industrial action by BA cabin crew? What
advice do you have for people ﬂying over
Christmas or for those thinking about
booking ﬂights over the festive period?
We are in discussions with union leaders and
all our ﬂights are operating normally, so it is
very much business as usual.
Is BA forever going to be burdened by the
weight of a massive pensions deﬁcit?
Pensions is clearly an issue that gets a lot
of media attention. We should remember
however that pensions is a very long-term

issue, with pension payments stretching 100
years into the future. We’re currently looking
at the funding situation at March 2009, when
markets were near their low-points due to
the ﬁnancial and economic crises. Whilst
the regulations require a conservative and
prudent assessment of future pension
liabilities it’s the cash contributions that
most concern investors. At the last valuation,
we worked hard with our trustees and
successfully concluded a funding plan and
I’m conﬁdent that in the current discussions
we can come out with a sensible plan with our
pension trustees that will restore the position
of the schemes over time whilst allowing the
company the cash it needs to operate and
continue to invest in its future. ■
OVERVIEW November 2009
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KEY FIGURES
Operating loss £111m
Pre-tax loss £292m
First ever ﬁrst-half loss
Revenue down 13.7%
Total operating costs
down 8.7%

BEHIND THE FIGURES

STILL NOT OUT OF THE WOODS
The ﬁrst half of the year was as difficult as expected, and there are no green shoots in sight

I

would like to thank shareholders for supporting the recent
convertible bond issue that we made in August this year,
raising some £350m.
Given the severe conditions that the industry faces, billions of
pounds have been raised by airlines across the world in the ﬁnancial
markets whilst others have resorted to government subsidies. Our
own cash reserves now stand at more than £1.5bn, with
additional right to draw on other borrowings from
banks of some £500m should we need to. This puts
us in a solid ﬁnancial position as we continue to
weather current economic conditions.
We are facing both the impact of the downturn
on revenues and, at the same time, some things
that have changed permanently — for example,
it now seems pretty clear that the price of oil
is going to remain at much higher levels than it
was a few years ago and this adds more than a
billion pounds to our costs.
The impact of the downturn on revenue has
been dramatic. The ﬁrst half of the year was as
difficult as we expected it to be and just about as
difficult as it could be. A 13.7 per cent fall in our revenue
in the face of the most severe of recessions translates into
£650m lower receipts in just half of the year.
In the face of such poor economic conditions we lowered the amount
of ﬂying to meet lower demand for travel. Over the half year, capacity fell
around 3 per cent whereas the number of passengers fell by 2.6 per cent.

The result is that our aircraft have been ﬂying relatively full with seat
factors overall in excess of 80 per cent. Yields have, however, been weak
— partly as a result of falls in both volume and yield in premium cabins
and in part as a consequence of lower yields in non-premium cabins as we
maintain passenger numbers through lower pricing.
We are now seeing some stabilisation over the last few months to
today. However, there are as yet no green shoots of recovery
and we are still expecting revenues for the second half
of the year to be down some £350m from where they
were 12 months ago — leaving a decline of around
£1bn over the year as a whole.
We have not experienced such severe
conditions since privatisation and are responding
through cost actions across our business. In
the ﬁrst half of the year, costs were down 8.7
per cent, aided in part by lower fuel costs but
also from the control of other costs across the
business. This helped reduce our costs by £400m.
Reducing our costs is key to our recovery.
Such cost reductions need to be permanent if we
are to respond to the structural change we have seen.
The proposed merger with Iberia will also help in this
respect and when it happens it will help us on the path back
to proﬁtability. It is, however, only a part of the solution and we will
remain focused on what we have to do to ﬁx our own business.
We have made a huge amount of progress in the ﬁrst half of the year
but there is much more to be done in the second half. ■

We are
now
seeing some
stabilisation over
the last
few months
to today

HOW THE ANALYSTS SEE IT
British Airways treasury controller Robert French examines the view from the City
Analysts have been acutely aware of the amount of news ﬂow
expected from the company — half year results, the Anti Trust
application with American Airlines and Iberia, the merger with Iberia,
the outcome of discussions on industrial relations and the triennial
pension valuations.
Looking ﬁrstly at the results, it might seem strange to see record
ﬁrst-half losses described by the city in terms such as, “a solid set of
results” and “better than expected,” but this just serves as a reminder
that the economic backdrop against which these results were reported
has been well documented and understood by many of us.
The City took heart from the results being slightly better than expected
for the second quarter, mainly due to cost savings in the light of lower
revenues. The October traffic data, released on the same day, showed
premium traffic levels down 1.4 per cent for the month, again slightly
better than some had predicted. There was some encouragement to be
taken from the relatively detailed review of passenger yields provided
November 2009 OVERVIEW

in the presentation, showing that the declines were likely to be less
aggressive towards the end of the ﬁnancial year and that in premium
there was some early indication that yields are slowly improving. The
rescheduling of aircraft deliveries and the reduced capital expenditure
in the next few years also gave some encouragement, together with
re-affirmation of the company’s available liquidity, which totals £4bn.
Overall, then, the tone was broadly positive, but with forward-looking
comments seasoned with a healthy dose of cautiousness, not surprising
given the scale of the downturn the airline industry has experienced.
One other item of news ﬂow has now emerged — the proposed merger
with Iberia. This was greeted favourably by the City as moving the
company forwards as a global airline. There was widespread commentary
on the ﬁt of the two airlines; BA being strong to the North Atlantic and
Far East and Iberia being strong to South Atlantic destinations.
I’m sure the City will be following BA with the usual intense interest
over the next six months. ■
www.bashareholders.com
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A NEW WORLD
OF LEISURE
British Airways has introduced several new routes across the world as passengers’
appetite for luxury travel seems to be bucking the recession. Mark Jones reports

W

hen times are tough and money is
incredibly tight, what do you do?
How about ﬂy to the Maldives?
Or hop on a plane to Las Vegas?
Or maybe head off to St Kitts?
That, at least, has been the response of
British Airways’ sales team in the face of
falling capacity and tighter margins. They
are jetting off to all those places, and to more
besides — Sharm el-Sheikh, the Dominican
Republic, Innsbruck, Montego Bay. But this
is not some desperate act of escapism or a
cavalier use of the away-day budget. It’s a
hardheaded strategy designed to use spare
capacity and replace lost revenue.
www.bashareholders.com

In 2009, BA’s leisure sales and marketing
team has been busier launching new routes
than at any time in recent history. Some —
Las Vegas, Punta Cana, the Maldives, Sharm
el-Sheikh — are brand-new routes for the
airline. Others, such as Montego Bay and
Innsbruck (a route ﬂown by the former BA
franchise GB Airways and now relaunching
in December), have been resurrected after
some years. Then there is an increase in
capacity to meet demand — notably to the
tiny and luxurious Caribbean islands of St
Kitts and Nevis.
Of the new destinations, Las Vegas — a
city becoming as popular for conventions

as glitzy shows and casinos — is the only one
that beneﬁts from regular business as well as
leisure traffic. The others are not just holiday
destinations — they are holiday destinations
at the higher end of the market. The word
quixotic comes to mind: why should BA even
think of targeting this market at a time when
consumers have never been more careful
with their hard-earned money?
Richard Tams, the airline’s head of sales
for UK and Ireland, has a simple answer: he’s
following the money. “I was at the ABTA
convention in Barcelona in October, and all
the talk was about how luxury travel is
surviving the recession,” he says. “We are ✈
OVERVIEW November 2009
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British Airways
broadens its
horizons with new
ﬂights to, clockwise
from right, Montego
Bay in Jamaica,
the Dominican
Republic and
Innsbruck in Austria
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✈ very well positioned to reach the premium
leisure market. There’s never been a better
opportunity to uptrade to premium cabins
with BA. At the top end they’re still travelling
but they’re programmed to get a bargain.
They’re shopping around. If you talk to a
high-end operator, they’ll tell you that
volumes have not decreased. The market
is growing, in fact — but the prices they’re
getting are down.”
So the new routes have to meet strict
standards to appeal to this enthusiastic but
choosy traveller. The ﬁrst thing BA does is
assess the ‘ground product’ — which, translated,
means the presence of high-end hotels and
resorts belonging to the established brands.
Take Montego Bay on Jamaica’s northwest
coast. BA’s decision to stop ﬂying there in 2002
caused dismay among local tour operators
and tourism chiefs looking to project a more
upscale image. Now, encouraged by the
success of the Ritz-Carlton and Four Seasons
properties in the area, BA is back.
It’s a similar story in the Dominican Republic,
long thought of as a mass-market, cheaper
alternative to smarter Caribbean islands.
Now Punta Cana, in the east of the country,
with its ﬁne beaches, golf courses and luxury
hotels, is bringing in a new breed of traveller
— one who wants a BA scheduled ﬂight and
the option of a business class service.
In fact, the airline’s commitment to the
Caribbean has never been stronger. There are
currently 55 ﬂights a week to 14 different
destinations. Juggling the schedules and
deciding which islands to favour is the subject
of extensive cost/beneﬁt analyses at BA’s
HQ. To the islands themselves, so dependent
on tourism, those spreadsheets are almost a
matter of economic life and death, so crucial,
ﬁnancially, is the airline’s business. It’s no
surprise that the prime ministers of both St
Kitts and Barbados have been recent visitors
to Waterside to see Willie Walsh and thank
him for BA’s strengthening commitment.
“We enjoy very close relations with the
tourist boards in the Caribbean,” says Tams.
“But then decisions about where to ﬂy can
be affected by the engagement of the
authorities at the other end of the route.”
Tams won’t be drawn on whether the latest
moves represent a strategic rebalancing, a
historic shift towards leisure and away from
business. But with no sign of the lucrative,
regular, blue-chip corporate traffic returning,
the new routes make sense — not least
because of the extra capacity freed up after
hard decisions to suspend business routes
were made. Travellers to the Maldives, for
example, will be ﬂying on planes that used
to shuttle between Gatwick and New York.
And while there’s no substitute for the
regular, transatlantic premium business
passenger, Tams is excited about prospects
for the new Indian Ocean route.
“The Maldives was a notable hole in our
list of top-end destinations,” he says. “It has
perhaps the highest density of luxury resorts

9

THERE’S
NEVER BEEN
A BETTER TIME
TO UPTRADE
TO PREMIUM
CABINS
WITH BA
on the planet — and the interest that we
found, especially in the front of the cabin,
has been very positive.”
Still, any fond notion that those high-end
travellers will cheerfully pay any price for their
experience on the ground as well as in the
air doesn’t stack up. As the ABTA conference
analysis of travel trends proved, these people
are driving a hard bargain. That’s why BA is
now offering thousands of pretty hard bargains
itself through the ‘Dynamic Packaging’
programme launched earlier this year.
Dynamic Packaging is a new tool on ba.com
that allows the traveller to book their ﬂight
plus hotel or ﬂight plus car rental and make
guaranteed savings as opposed to booking
items individually. There is also the ability
to add in other extras, including transfers,
sight-seeing options and other ‘experiences’.
It wasn’t so long ago that industry experts
were predicting the death of the package
holiday. Perhaps they were right: you won’t
catch people like Richard Tams using those
words. But the kind of deals BA now offers,
made possible by this new technology, are
an updated, sophisticated version of the
old one-stop-shop and travellers can now
instantly see the savings they make.
One destination in particular is proving a
huge hit with the Dynamic Packagers — Vegas,
the destination BA was able to launch in
October thanks to the Open Skies agreement
between North America and Europe.
“There’s a lot of return business — there are
plenty of Vegas experts around,” explains
Tams. “They know exactly what hotel they
want to stay at and what they’re going to
pay for the ﬂight. They’re more inclined to
book the two together on ba.com because
they know the deals are the best they’ll ﬁnd.”
British Airways today is a leaner, faster
organisation, determined out of necessity to
launch new initiatives at a speed that would
have shocked executives in more comfortable,
more cautious times. These are very early
days but, if Tams is right, then the new leisure
strategy, boosted by Dynamic Packaging, is
something even the most hard-bitten Vegas
gambler will recognise as a sure-ﬁre bet. ■
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THE FIGURES
For the six months to September 30, 2009

2009

2008

£ million
Most of our revenue was earned from our main business, airline operations
Income from passengers ﬂying on our services, plus excess baggage and fuel surcharges, was
Freight and mail carried on scheduled services including fuel surcharges brought in another
Added together, that gave us a total traffic revenue of
Income from other airline related activities earned

Better/
(worse)

3,593
251
3,844
258

4,159
363
4,522
232

(13.6)%
(30.9)%
(15.0)%
11.2%

This gives us a total TURNOVER of

4,102

4,754

(13.7)%

Our expenses comprised:
Pay, pension contributions and other employee costs
Depreciation, amortisation and impairment of ﬁxed assets
Charges for hiring the aircraft we ﬂy on operating leases
Fuel and oil costs (net of hedging)
Engineering and other aircraft costs
Airport landing fees and air traffic control charges
Handling charges, catering and other operating costs
Selling costs
Currency differences
Accommodation, ground equipment and IT costs

1,079
360
33
1,228
247
322
529
144
0
271

1,161
347
36
1,494
244
305
510
188
28
301

7.1%
(3.7)%
8.3%
17.8%
(1.2)%
(5.6)%
(3.7)%
23.4%
nm
10.0%

In total, therefore, our overall Operating Costs were

4,213

4,614

8.7%

This gave us a OPERATING (LOSS)/PROFIT of
We took into account our fuel derivative (losses)/gains
Finance costs amounted to
Finance income amounted to
Financing (expense) and income relating to pensions amounted to
Retranslation (charges) and credits on our currency borrowings amounted to
The net (loss)/proﬁt on disposal of ﬁxed assets and investments during the year was
Our share of the (losses)/proﬁts in our associated companies was
(Charges) and income relating to ﬁnancial asset investments were

(111)
5
(76)
11
(100)
6
(9)
(19)
1

140
(31)
(91)
58
(13)
(12)
2
2
(3)

nm
nm
16.5%
(81.0)%
nm
nm
nm
nm
nm

This produced a (LOSS)/PROFIT BEFORE TAX of
Then we adjusted for tax totalling

(292)
84

52
(94)

nm
nm

This produced a LOSS AFTER TAX of

(208)

(42)

nm

The LOSS attributable to shareholders was
Part of our (losses)/proﬁts are owed to a minority shareholder in one of our subsidiaries

(217)
(358)

(49)
726

nm
nm

The Consolidated (LOSS)/PROFIT attributable to shareholders was
Part of our proﬁts are owed to a minority shareholder in one of our subsidiaries

(375)
9

712
7

nm
28.6%

(18.8)p
(18.8)p

(42)

(4.3)p
(4.3)p

nm

nm
nm

SUMMARY CONSOLIDATED BALANCE SHEET
As at September 30, 2009
£ million

nm = not meaningful

The tangible assets comprised:
Our ﬂeet
Property
Computers, ground and other equipment
The intangible assets comprised:
Goodwill
Landing rights
Other intangible assets
Together, these represented our intangible and tangible assets of
November 2009 OVERVIEW

194
60
393
8
26

209
65
340
3
25
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0

2,354

2,346

10,444

10,488

288
937
(6)
742
1,961

288
937
(9)
430
1,646

200

200

Together our total shareholders’ equity and minority interest were

2,161

1,846

We owe to creditors amounts due after more than a year which included:
Interest bearing long-term borrowings of
Our pension liabilities
Provision for deferred tax
Liabilities occurring from instruments we hold to ﬁx the price of fuel and foreign currency
Other provisions and long-term liabilities

3,240
199
746
23
444

3,074
191
652
123
460

So the amounts we owed after more than one year were

4,652

4,500

We also owed creditors amounts due within one year which included:
The portion of interest-bearing long-term borrowings due within one year
Trade creditors, along with amounts owed to most passengers that pay in advance
Liabilities occurring from instruments we hold to ﬁx the price of fuel and foreign currency
Current tax payable
Short-term provisions

629
2,676
143
6
177

689
2,796
471
4
182

10,444

10,488

Our non-current assets held for sale were
Our current assets, mainly money we are owed, our “cash in hand” and stock represented
Therefore our total assets equalled

(208)
EARNINGS PER SHARE
The standard measure of a company’s proﬁtability is calculated by dividing proﬁt
attributable to shareholders by the average number of shares in issue during the period.
On this basis, our earnings/(loss) per share on continuing operations were:
-basic
-diluted

In addition, we had invested in other businesses
The market value of ﬁnancial assets that are available for sale was
We had pension assets of
Beneﬁts gained from instruments we hold to ﬁx the price of fuel and foreign currency were
Amounts receivable by us after more than one year were

September 30
2009

March 31
2009

5,932
948
247

5,996
971
266

40
203
23

40
205
22

7,393

7,500
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The money invested in the British Airways Group comprised:
Our called-up share capital, some 1,153.6 million 25p shares
Our share premium reserve for amounts received above the par value of our shares
Treasury shares
Our reserves

Amount due to a non-controlling shareholders

Therefore our total shareholders’ equity and liabilities equalled

OPERATING AND FINANCIAL STATISTICS
Airline scheduled services

For the six months to
Difference
September, 2009 on a year ago*

Passengers carried (000)

17,743

(2.6)%

Revenue passenger kilometres (RPKs) (m)
The number of passengers carried, multiplied by the distance they ﬂew in kilometres

59,998

(1.6)%

Available seat kilometres (ASKs) (m)
The number of seats available for sale, multiplied by the distance they ﬂew in kilometres

74,412

(3.0)%

Passenger load factor (%)
The percentage of seats available that were actually purchased

80.6%

1.1pts

Revenue per RPK (p)
How much we received on average from each passenger for every kilometre ﬂown

5.99

(12.2)%

Tonnes of cargo carried (000)

377

(6.7)%

Aircraft in service (as at September 30, 2009)

246

(4)

38,704

8.6%

Productivity (in terms of available tonne kilometres per MPE) (000)

286.6

5.4%

www.bashareholders.com
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Average manpower equivalent (MPE)
The number of employees adjusted for part time workers and overtime

* Difference is calculated on restated prior year ﬁnancials where applicable

SUMMARY CONSOLIDATED INCOME STATEMENT
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LONDON TO
NEW YORK
IN STYLE
British Airways has just brought the Square Mile
and the Big Apple closer together. Allister Heath,
editor of City AM, reports on the maiden ﬂight
of BA001 from London City to New York

A

irlines can still put on a great show,
as the inaugural British Airways
ﬂight from London City Airport to
New York JFK testiﬁed. I had the
good fortune to be on board, one of a small
party that also included Willie Walsh, BA’s
chief executive. We were treated to water
salutes from ﬁreﬁghters, cheerleaders and
Champagne on tap. It was an important day
for BA, which marked the occasion in style.
Our brand-new, all business class luxury
Airbus A318 was specially conﬁgured for short
runways and didn’t disappoint: our take-off,
while steep, was perfectly executed and felt
completely natural. The remainder of the ﬂight
was equally smooth, with the aircraft’s small
size not appearing to put it at a disadvantage
when it came to navigating turbulence.
The ﬁrst great advantage for anybody who
works in Canary Wharf or the Square Mile is
that this ﬂight departs from City Airport, until
now only home to short-haul ﬂights. Passengers
can turn up 15 minutes before departure, and
the experience remains incomparably better
than Heathrow in almost every respect.
London’s ﬁnancial community now has a much
less stressful and much more user-friendly
option open to it when ﬂying to New York.
A refuelling stopover at Shannon airport
in Ireland is required on the US-bound leg
because City’s short runway means the
aircraft needs to take off with a half-empty
tank. But BA has managed to turn this to its
advantage. Shannon is home to an army of
US Homeland Security officials, and the
immigration procedures, which were
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The luxury
A318 seats
32 passengers
remarkably speedy, took place in their
brand-new facilities. They were easily the
most pleasant US immigration procedures I
have ever encountered post 9/11. It was even
possible to stop and chat to the officials.
On arrival at JFK, we were treated like a
domestic ﬂight, saving time and hassle.
The ability simply to walk off the ﬂight into
the airport without any more checks was
incredibly liberating. The stopover at Shannon,
far from being a problem with the service, as
some have alleged, should be marketed as
one of its most attractive features.
The food on the ﬂight is provided by one of
the best restaurants on the South Bank of the
Thames — Roast, which is based in Borough,

London’s oldest market. Having been a regular
for many years now — the restaurant is the
brainchild of Iqbal Wahhab, who also founded
Westminster’s Cinnamon Club — I was curious
to see how the food would translate at 36,000
feet. I was pleasantly surprised. It was exactly
the same traditional British cooking using
seasonal produce. The menu includes regional
specialities such as Welsh Carmarthen ham
with Cox’s apple potato salad and pea shoots,
Dedham Vale Farm ﬁllet of beef, corn-fed
chicken and Inverary smoked salmon and
prawns. We also enjoyed a classic afternoon
tea of sandwiches and warm scones served
with English preserves and Cornish clotted
cream. This was exactly the right level for the
www.bashareholders.com

discerning, up-market business audience
BA is targeting on this route.
Another unique feature of this ﬂight is the
state-of-the-art, in-ﬂight communications
system. The service, operated by OnAir, uses
a GSM/GPRS network, and works just like
roaming does when one travels abroad, with
the aircraft turning itself into a foreign country
for the purposes of one’s mobile phone. It
worked ﬁne with my Vodafone BlackBerry,
allowing me to stay in email contact with
the office and making a huge difference to
my productivity that day. It was also easy
to send text messages. We were also able
to access the internet and send emails from
laptops ﬁtted with GSM data cards. When
fully operational — a few teething issues
remained on the maiden voyage, but I gather
these have now been resolved — the service
will revolutionise the transatlantic market and
is bound to be a major selling point for BA.
My only quibble is that voice calls aren’t
www.bashareholders.com

STATE-OF-THEART IN-FLIGHT
COMMUNICATIONS
WILL BE A MAJOR
SELLING POINT

allowed. I hope this changes soon.
All 32 passengers have use of fully ﬂat beds,
with all the usual features to be expected
of contemporary luxury airline travel. Yet
thanks to the tiny number of passengers
and the friendly ambience in the plane, the
ﬂight felt like a high-class experience in a
way that regular business class transatlantic
travel simply cannot. Flying to the US in the
1950s must have felt a little like this. BA has
clearly done a good job of re-creating some of
Concorde’s glamour, even reusing its famous
BA001-4 ﬂight codes. It felt special, which is
not something one can usually say of
international travel these days.
On balance, this was my most enjoyable
transatlantic ﬂight yet. From door to door, I
deﬁnitely saved some time and a huge amount
of stress — and, crucially, I was able to stay in
touch with the outside world. I would bet on
this service becoming a permanent, successful
and proﬁtable part of BA’s offering. ■
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SEE THE WORLD
British Airways is spotlighting some of the most exciting events on the globe with a new
advertising campaign designed to get its customers ﬂying again. Rachel Howard reports

E

arlier this year, in the throes of the
recession, the British media pushed a
new concept in leisure travel — the
‘staycation’. For most people, however,
the experience did not live up to the hype:
soggy tents and blustery beaches are not the
stuff of travel dreams.
British Airways’ new advertising campaign is
an antidote to dreary familiarity and miserable
weather, spotlighting unmissable events
around the world — from all-time classics such
as Mexico’s Day of the Dead and the Venice
Carnival to less well-known happenings that
include Mumbai Fashion Week.
“The objective is to get customers moving
and get them going BA,” says Abi Comber,
BA’s manager of brand, proposition and insight.
“It’s about the world of opportunities that
you’re missing if you’re hiding your money
under the mattress. While you scale back on

business travel, people in the Middle East and
Far East are still trading. If you don’t go to the
Canton Trade Fair, you’re missing out on $2bn
of business every day.”
It’s a nifty way of tapping into a broad
range of target groups while simultaneously
showcasing the extent of BA’s network
(including new routes such as Las Vegas
— home to the National Rodeo Finals in
December). “Hopefully, by the end of the
six-month campaign, every single person will
have watched at least one ad that gave them a
good reason to ﬂy now,” says Comber.
From a marketing perspective, it seems
counter-intuitive to focus on time-sensitive
events. “We want to create a sense of urgency
that encourages people to ﬂy now,” Comber
explains. “That sandy beach will be waiting for
you next year, but the Serengeti wildlife
migration only happens twice a year.”

The fast turnaround intensiﬁes production
challenges. The TV adverts are shot in
documentary style and the ﬁve-man crew, led
by director Siri Bunford, has only days to shoot
and edit the ads before they air. Surprisingly,
this has not driven up costs. “The budget for all
eight ads is less than we spent on a single ad in
2007,” says Comber. “And the cost of airtime is
cheaper now than it has been since the 1980s.”
During such tough times for BA, is a splashy
advertising campaign really worth it? Comber
is adamant that the outlay is justiﬁed. “We
need to make a substantial investment,
because the challenge to get people ﬂying
BA is greater than ever.”
It’s not just the recession that’s driving
people to cut back on travel — heightened
awareness of climate change is also keeping
people grounded. BA’s goal is to show that the
airline industry not only boosts trade and

investment, but can also have positive impacts
for conservation and community projects.
On the Serengeti shoot, Comber recalls a
chance encounter with the manager of
Tanzania’s National Parks at a petrol station.
“He talked from the heart. He told us: ‘Without
tourism, we can’t support conservation.’ This is
another really positive aspect of the airline
industry that’s often overlooked.”
BA’s own CSR strategy is increasingly focused
on helping start-ups and small businesses,
through a dedicated new business team and a
£15m ticket giveaway in partnership with UK
Trade and Investment. The rationale is based
on a survey by the Harvard Business Review,
which found that face-to-face meetings are
key to building long-term relationships and
that 87 per cent of businesses seal the deal
with a handshake. Although it’s too early to
measure results, the positive impact of BA’s
current campaign is already tangible. On the

back of the Mumbai Fashion Week advert,
milliner Shilpa Chavan was invited to show at
London Fashion Week.
The Opportunities campaign has certainly
stimulated a lot of buzz and conversation.
Feedback has so far been hugely positive, from
the Mayor of London to the Tanzanian tourist
board. The message is a refreshingly optimistic
one in these gloomy times: if you have an open
mind, BA can broaden your horizons. The
decision to focus on the quirky and unexpected
is quite a departure for an airline that has built
up a reputation for being mainstream and
reliable. “As a brand that is forward-thinking
and innovative, we have to challenge
ourselves to think differently,” says Comber.
In another break from tradition, the new ads
don’t feature any aircraft or cabin crew. “It was
a conscious decision,” Comber says. “Previously,
we needed to remind people about our
award-winning service. Last year, we told a

IT’S ABOUT THE WORLD OF
OPPORTUNITIES THAT YOU’RE
MISSING IF YOU’RE HIDING YOUR
MONEY UNDER THE MATTRESS
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very convincing story about the amazing
punctuality we’ve achieved at T5. That’s not
the story we need to tell now. This campaign is
designed to show people the opportunities
they are missing and enable them to grasp
these opportunities through great offers.”
The TV ads are supported by radio spots and
posters to promote special offers such as
2-for-1 ﬂights, upgrades and sales. However,
the primary focus is on digital marketing
through a dedicated micro-site (ba.com/
opportunities), which is a clearing house of
online opportunities. Customers can ﬁnd the
best deals and tailor-made options according
to their preferred interests, destinations and
dates of travel. There’s a booking panel on
every page so users are never more than a
single click away from buying a ticket.
“The internet provides the ﬂexibility to
update offers alongside a fast-moving
campaign, so the content is fresh and relevant
every time people visit,” says Chris Davies,
BA’s head of digital marketing. “People are
spending a lot of time on the website. We are
learning how they react and interact with our
content. When we get a full set of data, we will
be able to monitor people’s preferences and
modify our offers to match what people want.”
Comber is more blunt: “We can actually
measure how many bums on seats we get as a
direct result of our advertising.” ■

Examples of the new ‘Opportunities’ advertising
campaign aimed at inspiring customers to travel
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VIVA LAS VEGAS
A neon oasis in the Nevada desert, Las Vegas has an overwhelming vibrancy about it – whatever the hour.
It’s glamorous, exciting and the entertainment never stops.
Designer boutiques, luxury spas, world-renowned restaurants and world-class productions such as Cirque
du Soleil surround you. They sit surprisingly well amongst the casinos, roller coasters, extravagant hotels
and man-made distractions, such as Vegas’s own Eiffel Tower.
If the bright lights get too much, there’s a whole world of outstanding natural beauty on the doorstep
including the Grand Canyon, Hoover Dam and Red Rock Desert. Alternatively, you can just relax and
enjoy the first-class facilities at some of the best hotels in the world that lie waiting for you to explore,
from spa treats through to golf.

ESSENTIALS
Time difference: -8 hours.
Flight duration: 10hrs 50mins.
Flight: British Airways from
London Heathrow (daily).
Currency: US Dollars.

IDEAL FOR
Singles, couples and families.
Golf, spa and sun enthusiasts.
Those looking for 24-hour
entertainment, internationally
acclaimed restaurants and top
hotel choices.

TRUMP INTERNATIONAL HOTEL, LAS VEGAS
One of the newest hotels on the Las Vegas skyline, Trump International
Hotel is a five-star luxury resort towering high above the Las Vegas Strip.
The hotel offers sweeping, panoramic views of the city set against a majestic
backdrop of surrounding mountains and is home to 1,232 graciously furnished
Suites and 50 Penthouse Suites, all with floor-to-ceiling windows. The Trump
International Hotel Las Vegas is located adjacent to the city’s best shopping
and resort casinos, and mere steps from the exhilaration of the Las Vegas Strip.

WIN A HOLIDAY IN LAS VEGAS
British Airways and Trump International Hotel are delighted to offer
the writer of the best letter to Overview (overview@cedarcom.co.uk)
a four-night break for two, including four nights accommodation only at
the five-star Trump International Hotel Las Vegas and two return flights in
economy on the British Airways London Heathrow to Las Vegas service.

DON’T MISS
The Strip at night – take a
helicopter tour down The Strip
and see Vegas at night.
‘Le Reve’ at The Wynn –
one of the most spectacular
shows on The Strip.
The shopping – retail therapy
at the Forum Shops at
Caesars Palace.
The gondolas at The Venetian
Hotel – a must.
The Grand Canyon and the
Skywalk – the ultimate tour.
The Bellagio fountains at night.

British Airways offers an extensive range of accommodation, car hire options and experiences in Las Vegas
as well as around the world. For reservations visit ba.com/lasvegas or call 0844 493 0758 for further information.
Terms and conditions: Letters need to be received by Friday 12th March and the prize is non-transferable, based on two sharing, it is not exchangeable or refundable and is subject to availability.
Prize must be taken by October 31, 2010. Standard British Airways terms and conditions apply. Visit www.ba.com for full details.

