BRITISH AIRWAYS SIX MONTH RESULTS (unaudited)

1 January 2019 - 30 June 2019

British Airways Plc (BA' or the ‘Group'} presents its consolidated results for the six month period ended 30 June 2018,
Pericod highlights

Total revenue of £6,448 million (2018; £6,124 million) up 5.3 per cent from last year.

Operating profit (before exceptional items) of £761 million (2018; £762 million) £% million lower than last year.

Fuel cost up 15,6 per cent from last year.

Non fuel unit costs per ASK adverse 0.7 per cent from last year.

Non-operating items (excluding exceptional items} down by £16 million to £56 million (2018: £72 million) driven primarily by an increase in
finance costs following the adoption of IFRS 16 partially offset by net gains on foreign exchange relating to financial fiabilities and derivatives.
e No exceptional items in the current period. There was a one off exceptional credit in 2018 of £598 million foliowing closure to future accrual
of the main defined benefit scheme and defined contribution scheme offset by other restructuring costs,
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Performance summary

For the six months ended 30 June

Financial data € million 2019 2018 ! Better/(Worse)
Passenger revenue 5,785 5481 5.5%
Total revenue 6,446 6,124 5.3%
Total expenditure on aperations- (5,685) {5.362) {6.0)%
QOperating profit before exceptional itams 761 762 (O.1)%
Exceptional itemns - 547 nm
MNan-operating items 56 72 (22.2)%
Profit before tax 817 1381 {40.3)%
nm = not meaningful .
Operating figures 2019 2008 ¢ Better/(Worse)
Available seat kiiometres (ASK®) (m) 92,170 90,325 20%
Revenue passenger kilometres (RPI} [m) 75,643 73461 3.0%
Cargo tonne kilometras (CTK) (m) 2,146 2i54 (0.41%
Passenger load factor® (%) 82,1% 81.3% 0.8%
Passengers carried {000) 23,114 22475 2.3%
Passenger revenue per ASK (p) 6,28 6.07 35%
Passenger revenue per RPK (p) 765 746 2.5%
Man-fuel costs per ASK (pl 444 &£ 4f 10.7%

VIFRS 16 ‘Leases’ was adopted by the Group from 1 January 2019, The Group elected to use the modified retrospectiva transition approach which dees not allow
comparative information to be restated. Please refer 1o note 2 for the effect of transition to IFRS 16,

“Total operating expenditure excluding fuel, oil costs and emission charges was £4,089 million (2018: £3,981).
3 Defined in the Annual Report and Accounts for the year ended 31 December 2018 and should be read in conjunction with this document,

Management review
BA has made an operating profit before exceptional items of £761 million for the first six months of the year (2018: £762 million). The 5.3 per cent
increase in revenue has been more than offset by higher fuel costs and the impact of a weaker Sterling compared to the same periad last year.

In February 2013, the airfine announced an order of 18 Boeing 777-9Xs with an additional 24 options. BA also unveiled a new Club Suite which will
feature direct-aisle access, a suite door and flat-bed seats in a 1-2-1 configuration, The new 56-seat Ciub World cabin was launched on the airline's first
A350 aircraft in July 2019 which also feature the latest World Traveller Plus cabin.

Subject to obtaining the approval of the High Court, the Trustee Directars of the Airways Pension Scheme unanimously agreed with British Airways
tarms for an out-of-Court setilement. This would bring to an end the fitigation that commenced in 2013 and which is otherwise due to proceed to
appeal at the Supreme Court later this year, Under the terms of the proposed settlemant, the Trustee of APS will be permitted, subject to some
affordability tests, to award Discretionary Increases so that APS pensions are increased up to the annual change in the Retall Prices Index {RPI} from
2021 with interim catch-up increases. British Airways will cease paying further deficit recovery contributions, inciuding cash sweep payments, and the
APS Trustee will withdraw its appeal to the Supreme Court. British Airways will provide a £40 million indemnity, payable in part or full as appropriate in
fate 2027/2028, in the event of adverse experience leading to the 2027 valuation showing the scheme is not able to pay pension increases at RPI for
the remaining life of the scheme. The Court process to seek approval for this settlement has started but, given the timeline for securing a hearing date,

the settlement may not receive approval until the fourth quarter of 2019 at the earfiest.

i



QOutloock

The Group continues to focus on customers, shareholders and colieagues; to be the best airline to connect Britain with the world. In November 2018,
the Group announced planned investment of £6.7 billion aver the next five years. This includes the roil out of the new Club World seat and new
aircraft with improved cabin experiance and improved engine sfficiency resulting in lower impact on the environment and cost efficiencies. Front line
colleagues are receiving additional training to deliver an upgraded service proposition.

British Airways will move to a new location in Terminal 8 at John F. Kennedy airport and is investing in the new terminal with American Airfines as part
of a significant reinvestmeant by the Port Authority of New York and New Jersey. Changes will include additional aircraft stands, enhanced state-of-the-
art baggage systems, new founges, premium check-in areas and upgraded concessions.

Financial Review
Consolidated income statement

£ midlion 2019 2018 ¢ Better/(Worse)
Passengar revenue 5,785 5481 55%
Cargo revenue 355 363 (2.2)%
Other revenue 306 280 9.3%
Total revenue £,446 G124 5.3%
Employee costs 1,293 1,267 (21)%
Depreciation, amortisation and impairment 544 387 (40.6)%
Adrcraft operating lease costs - 13 nrm
Fuel, 0il costs and amission charges 1,596 1381 (15.6)%
Engineering and other aircraft costs 363 353 {2.8)%
Landing fees and en route charges 459 457 (0. 4)%
Handling, cataring and other operating Costs 916 852 (7.5)%
Salling costs 273 257 (8.2Y%
Currency differences 13 7 i
Praperty, IT and other costs 223 238 22.6%
Total expenditure on operations’ 5685 5362 (6.03%
Operating profit before exceptional items 761 762 (C.1)%
Exceptional iteras - 547 nm
Mon-cperating tems 56 72 22.2%
Profit before tax frorm continuing operations 81 L3581 {40.81%
Tax {145) (184) 212%
Profit after tax from continuing operations 672 L1g7 {43.91%

! Total operating expenditura excluding fuel, oil ¢osts and emission charges was £4,089 million (2018: £3,981 million).

? IFRS 16 "Leases was adopted by the Group from 1 January 2019. The Group elected to use the modified retrospective transition approach which does not aliow
comparative information to be restated.

Total revenue

Owverall capacity, measured by ASKs, was up by 2.0 per cent in the first six months of the year and the number of passengers carried increased by 2.8
per cent, increasing passenger load factor by 0.8 pis. This translated to.total revenue for the first six months of the year of £6,446 million (2018: £6,124
million). The increase in revenue is driven by rising yields which saw passenger revenue per RPK increase by 2.5 per cent in line with strong business
sector performance across North Atlantic routes. The Group carried 23,1 milfion passengers during the period, Cargo revenue decreased by 2.2 per
certt due to lower vields and volumes on Asia Pacific routes.

Expenditure on operations

Operating costs have increased to £5,685 miltion (2018; £5,362 million) in the first six months of the year. Fuel costs increased by £215 million, or 15.6
per cent, to £1,596 million compared to £1,381 million in the prior period, despite lower market prices, mainly due to a higher effective hedged fuel
price in 2015 compared to 2018. British Airways continues (o invest in next generation aircraft to benefit from improved fuel performance, The Group
plans to retire the last Boeing 747 by 2024,

Group expenditure excluding fuel increased by 2.7 per cent to £4,089 million (2018: £3,981 miliion). Depreciation costs increased by €157
million and this is partially offset by a decrease in aircraft operating lease costs by £113 million as a resuit of the adootion of IFRS 16
‘Leases’ from 1 January 2019. The decrease in property, IT and other costs is primarily driven by the removal of property leasing costs
following the implementation of IFRS 16 'Leases. In 2018, leasing costs were recordad as an expense. Engineering and other aircraft
costs increased 2.5 per cent. Compensation for Rolis-Royce Trent 1000 engine issues has offset increased wet leasing costs to compensate
for the associated reduced capacity and other increases related to contractual price rises and voluma, Selling costs have increased by 8.2
per cent due to increased investment in marketing and adverse foreign exchange. Handling, catering and other operating costs increased 7.5
per cent due to advarse forelgn exchange and increased investment in the catering offering. The Group is upgrading the product in both



Financial Review (continued)

First and World Traveller Plus cabins where customers will enjoy enhanced catering and amenities with more food choices and new tableware
introduced in the First cabin. A third meal choice will be included in the World Traveller Plus service. :

Exceptional iterns

There were no exceptional items in the first six months of the year. The exceptionat gain of £547 million in 2018 included the one-off reduction of the
NAPS IAS 19 defined benefit liability of £770 million following the closure of NAPS to future accrual in March 2¢18, This was offset by other cash costs
of £172 million linked to the closure of the NAPS and BARP schemes. The remaining exceptional cost relates to the transformation programme
implamented by the Group to develop a more efficient and cost effective structure. The overall costs of the programme principally comprise employee
severance costs, The tax charge related to exceptional items in 2018 was £42 million,

Non-operating items

Non-operating items include gains of £62 million (2018: £2 million) relating to revaluation of foreign currency denominated debts, £59 million (2018:
€93 million) relating to the share of post-tax profits in associates offset by £103 million (2018: £53 million} of finance costs primarily refating to
borrowings and lease liabilities and £2 million gain (2018; £12 million loss) on disposal of non-current assets.

Tax

The tax charge on continuing aperations for the period ended 30 june 2019 was £145 million (2018: £184 million), After removing the share of after-tax
profits of assaciates, the effective tax rate for the period was 19.1 per cent (2018: 19.1 per cent — which also includes the removal of pension, subject to
withholding tax} compared to the standard UK corporation tax rate of 19 par cent (2018: 19 per cent).

Capital expenditure

Total capital expenditure in the period amounted to £493 million (2018 587 miflion) which included £411 million (2018: £443 million) of fleet related
spend (aircraft, aircraft progress payments, spares, madifications and refurbishments) and £82 million (2018: £138 million) on property, equipment and
software.

Liquidity
The Group's liquidity position remains robust with £3.3 billion of cash and cash equivalents and other interest bearing deposits (31 December 2018: £2.5
billion). Net debt stood at £2.9 biliion (31 December 2018: £1.9 billion).

Principal risks and uncertainties

The Group continued to maintain and operate a structure and processes to identify, assess and manage risks. The principal risks and uncertainties
affecting BA are detailed on pages 10 to 13 of the 2018 Annual Report and Accounts and remain relevant for this period and the remaining six months
of the year.

Directors’ responsibility statement
The Directors confirm that, to the bast of each person’s knowledge:

»  The condensed consolidated interim financial statements in this report, which have been prepared in accordance with 1A5 34 as adopted by the
European Union, IFRIC interpretation and those parts of the Companies Act 2006 applicable to companies reporting under IFRS, give a true and
fair view of the assets, liabilities, financial position and profit of the Group; and

«  The management report contained in this report includes a fair review of the development and performance of the business and the position of
the Group, together with a description of the principal risks and uncertainties that it faces.

Alex Cruz Rebecea Napier
Chairman and Chief Executive Officer Chief Financial Officer
6 August 2019 5 August 2019

Ends
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Forward-looking statements:

Certain statemants included in this announcement are forward-looking. These statements can be identified by the fact that they do not relate only to
historical or current facts. By their nature, they involve risk and uncertainties because they relate to events and depend on circumstances that will
occur in the future. Actual results could differ materially from those exprassed or implied by such forward-looking staterments.

Forward-looking statements can typically be identified by the use of words such as “expects”, "may”, "will", “could", "should", “intends”, "plans",
"predicts”, "envisages" or "anticipates” or other words of similar meaning. They include, without limitation, any and all projections relating to the results
of operations and financial conditions of International Consolidated Airlines Group 5.A. and its subsidiary undertakings from time to time (the 'Group’),
as well as plans and objectives for future operations, expected future revanues, financing ptans, expected expenditure and divestments relating to the
Group and discussions of the Group's business plan. All forward-looking stztements in this announcerment are based upon information known to the
Group on the date of this announcement and speak as of the date of this announcement. Other than in accordance with its legal or regulatory
obligations, the Group does not undertake to update or revise any forward-fooking statement to reflact any changes in events, conditions or

circumstances on which any such statement is based.

it is not reasonably possible to itemise all of the many factors and specific events that could the forward-looking statements in this announcement to
be incorrect o could otherwise have a materiat adverse effect an the future operations or results of an airfine operating in the global economy. Further
information on the primary risks of the business and tha Group's risk management process is set out in the 'Risk management and principal risk factors’
section in the Annual Report and Accounts 2018; these documents are available on www.iagshares.com.

IAG tnvestor Relations - Waterside {HAAZ), PO Box 365, Harmondsworth, Middlesex, UB7 0GB
Tek +44 (0208 564 2900
Investar.relations@iairgroup.com



BRITISH AIRWAYS PLC

Unaudited Condensed Consolidated Interim Financial Statements
1 January 2019 — 30 June 2019



Consolidated income statement (unaudited)

Six months to 30 June

£ million Note 2019 2018
CONTINUING OPERATIONS
Passengear revenug 5,785 5481
Cargo revenue 355 363
Traffic revenue 6,140 5844
Qther revenue 306 280
Total revenue 5 6,446 6,124
Employee costs 1,293 t267
Fugl, oil costs and emission charges 1,556 138¢
Handling, catering and other aperating costs 516 852
L.anding fees and en route charges 459 457
Engineering and other aircraft costs 363 353
Property, IT and other costs 223 288
Selling costs 278 257
Depreciation, amortisation and impairment 9 544 387
Aircraft operating lease costs - 3
Currency differences 13 7
Total expenditure on operations before exceptional items 5,685 5362
Operating profit before exceptional items 761 762
Exceptional items 3 - 547
Operating profit 761 1309
Finance costs 6 (103) {53)
Finance income 18 18
Prafit /{loss) on sale of property, plant and equipment and investments 2 12}
Gain relating to equity investments 2
Share of post-tax profits in associates accounted for using the equity method 12 59 23
Realised gains on derivatives not qualifying for hedge accounting 3 2
Unreglised gains on derivatives not qualifying for hedge accounting 2 0
Net financing credit relating to pensions 1% o
Net currency retranslation credits 62 2
Profit before tax 817 1381
Tax 7 {145) {184)
Profit after tax for the period 672 1187
Attributable to:
Equity holders of the parent 672 1,188
MNon-controfling interest - 2
672 L1z




Consolidated statement of other comprehensive income (unaudited)

Six months to 30 June

£ miflion Note 2019 2018
Profit aftar tax for the period 672 1197
Items that may be reclassified to net profit

Cash flow hedges:

Fair value movements in equity 381 498

Reclassifiad and reported in net profit 55 {174
Movements in cost of hedges @ (&
Other movements in comprehensive income of associates 12 19 -
Currency translation differences [C)) 3
Income taxes {86) {6l

363 265
Items that will not be reclassified to net profit
Cash flow hadges:

Subsequently transferrred to the balance sheet {1 -
Movements in cost of hedges 25 -
Fair value movements on equity instrurnents [C)) (6}
Remeasurement of post-employment benefit obligations (117 {75}
income taxes 58 75

(39) {®)
Total comprehensive income for the period, net of tax 324 259
Profit after tax for the period 672 1197
Total comprehensive income for the period 996 1456
Attributable to:
Equity holders of the parant 296 1447
ton-controlling interast - o

996 1456

Items in the consolidated Statement of other comprehensive income above are disclosed net of tax.



Consolidated balance sheet (unaudited)

£ million Note 302";';; 3 Decer;;g
Non-current assets
Praperty, plant and equiprent 9 9,807 8134
Intangible assets 9 1,053 L0867
Investments accounted for using the equity method 12 1,777 L7
Dther equity investments 13 52 56
Employee benefit assets 16 1,224 raie
Derivative financial instrurnents 13 208 20
Other non-current assets 13 301 300
14,422 i2 394
Current assets
Inventories 154 75
Trade receivables 13 1,174 807
Other current assets 13 757 544
Derivative financial instruments 13 139 65
Other current interest-bearing depasits ' 1,890 1175
{Cash and cash equivalents 1,354 1327
5508 4287
Total assets 19,930 16,681
Shareholders' equity
lssued share capital 290 290
Share premiym 1,512 1512
Other reserves 4,477 3865
Total shareholders’ equity 6,279 5,667
Total equity 6,279 5667
Mon-curvent liabilities
interast-bearing long-term horrowings 15 5340 3953
Employee benefit obligations 16 253 258
Defarred tax liabilities 399 335
Pravisions for liabilities and charges 17 461 380
Derivative financial instrumants i3 108 210
Other non-current liabilities 13 39 40
6,600 5176
Current liabilities
Current portion of long-term borrowings 15 890 473
Trade and other payables 13 2,066 1893
Deferred revenue an ticket sales 3703 2807
Derivative financial instruments 13 127 341
Current tax payable 130 144
Provisions for liabilities and charges 17 135 180
Teotal current liabilities 7,051 5838
Total equity and liabilities 19,930 16,681

1 At 30 June 2019, British Airways held £250 million (2018: £nil) of restricted cash within interest-bearing deposits which has been set aside in escrow
relating to certain contingent payments to the Group's pension schames, APS and NAPS. Under the proposed APS Settlement Agreement (subject to
obtaining the approval of the High Court), the full £250 millicn would be payable to the NAPS scheme, Refer to Note 16,



Consolidated cash flow statement (unaudited)

For the six months ended 30 June

£ million Note 2019 2048
Cash flow from operating activities
Operating profit frem cantinuing operations after exceptional items 761 {309
Exceptionat items - {547)
Oparating profit before exceptional items from continuing operations 76¢ 762
Depreciation, amortisation and impairment 544 387
Employer contributions to defined benefit pension schemes (320 (427)
Drefined benafit pansion scheme service costs 2 46
Movement in working capital and other non-cash movements 725 645
Increase in trade and other receivablos, prepayments, inventories and current assets (395} {374)
Incraase in trade and other payables, deferred ravenue on ticket salas and current liabiities 1120 1019
Payments related to restructuring (30) (27}
Payments related to NAPS closure @ (159}
Interest paid ) {39}
interest received 15 1
Taxation 57 71}
Net cash generated from operating activities 1,527 1128

Cash flow from investing activities

Burchase of property, plant and equipment and intangible assets {493) (587}
(Increase)fdecrease in other current interest-bearing deposits (715) 35
Sale of property, plant and equipment and intangible assets 375 5
Loan repaid by fellow group undertaking 5 -
Loan paid to parent company {n 54)
COther investing movements 2 -
Dividends recaived 12 - 3
Disposal of Openskies - {17
Net cash used in investing activities 827) &

Cash flow from financing activities

Proceeds ffom leng-term borrowings - 395
Repayments of borrowings 24 (&%)
Repayments of lease labilities - {283)
Repayments of right of use liabilities (350) -
Dividends paid 2 (260} {125)
Distributions made o holders of perpetual securities - )
Net cash flow used in financing activities {633} 70)
Increase in cash and cash equivalents 66 447
Net foreign exchange differences 1 iz}
Cash and cash equivalents at | January 1,327 73
Cash and cash equivalents as at 30 June 1,394 1408
Interest-baaring deposits maturing after more than six months’ 1,890 1805
Cash, cash equivalents and other interest-bearing deposits at 30 June 3,284 3213

1At 30 June 2019, British Airways held £250 million (2018; Enil} of restricted cash within interest-bearing deposits which has been set aside in escrow
relating to certain contingent payments to the Group's pension schemes, APS and NAPS. Under the proposed APS Settlement Agreement (subject to
obtaining the approval of the High Court), the full £250 million would be payable to the NAPS scheme. Refer to Note 16.



Consolidated statement of changes in equity (unaudited)

For the six manths ended 30 June 2019 Group
Issued Total Non-
share Share Other shareholders' controlling Total
£ million capital pramium reserves' equity intarasg equity
Balance at 1 January 2019 290 1,512 3865 5,667 - 5,667
IFRS16 transition adjustment - - 24) (124) - {124)
Balance at 1 January 2019 290 1,512 374 £543 - 5543
Profit for the pericd - - 672 672 - 672
Other comprebensive income for the period - - 324 324 - 324
Tatal comprehensive income for the period - - 596 996 - 956
Diividends - - (260) (260} - {260)
As at 30 June 2019 290 1,512 4,477 6,279 - 6,279
For the six manths ended 30 June 2018 Grogp
Issued Total MNon-
sharg Share Other sharefofders’ controffing Total
£ million capial premmium reservos’ eqguity inrerest eqguity
Balance at 1 January 2018 290 1512 3621 5423 200 58623
Profit for the period - - 1,138 158 2 Lig7
Other comprehensive loss for the period - - 259 259 - 259
Total comprehensive income for the period - - 447 F447 g 1456
Dividends - - {125} (125) - (125)
Distributions made to holders of perpetual securities - - - - & 3
As at 30 June 2018 290 1512 4943 6,745 200 6945

The retained earnings for the Group at 30 June 2019 were £4,478 miflion (2018 £4,675 miliion),



Notes to the accounts (unaudited)
For the six months ended 30 June 2019

1 Corporate information and basis of preparation
British Airways Plc (hereinafter ‘British Airways’, ‘BA’ or the 'Group’) is a public limited company incorporated and domiciled in England,

The condensed consolidated interim financial statements were prepared in accordance with IAS 34 and authorised for issue by the Board of
Directars on & August 2019, The condensed consclidated interim financial statemants herein are not the Company's statutory accounts and are
uraudited. The Directors consider that the Group has adequate resources to remain in operation for the foreseeable future and have therefore
continued to adopt the going concern basis in preparing the interim financial statements.

The same basis of preparation and accounting policies set out in the BA Annual Report and Accounts for the year ended 31 December 2018 have
been applied in the preparation of these condensed consolidated interim financial staternents, except as adjusted for the implementation of IFRS
16 as described below. BA's Annual Report and Accounts 2018 have been filed with the Registrar of Companies in England and Wales, and are in
accordance with the International Financial Reporting Standards as adopted by the European Union {JFRSs as adopted by the EU) and with those
of the Standing Interpretations issued by the IFRS Interpretations Committee of the International Accounting Standards Board (JASB). The report
of the auditors on those financial statemenis was unqualified.

2 Accounting policies

2.1 Impact of new International Financial Reporting Standards

IFRS 16 'Leases’ was adopted by the Group from 1 January 2019. The new standard eliminates the classification of leases as either operating leases
or finance leases and introduces a single lessee accounting model.

The main changes arising on the adoption of IFRS 16 are as follows:

1. Interest-bearing borrowings and non-current assets increased on implementation of the standard as obligations to make future payiments
under leases previously classified as operating leases were recognised on the Balance sheet, along with the related ‘right of use' (ROL} asset,
The Group has used the practical expedients in respect of leases of less than 12 months duration and leases for low value items and excluded
them from the scope of IFRS 16. Rental payments associated with these leases are recognised in the Income statement on z straight-line
basis aver the life of the lease. No adjustment has been made to the recognition and measurement of assets previously recognised as finance
leases’ under 1AS 17, which were transferred to ROU assets on adoption of IFRS 15 with the related borrowings transferred to ROU lease
liabilities.

2. Expenditure on operations has decreased and finance costs have increased, as operating lease costs have been replaced by depreciation and

lease interest expense,

3. On transition to IFRS 16, the Group electad to apply the practical expedient to grandfather the assessment of which transactions are leases,
It applied IFRS 16 only to contracts that were previously identified as leases. Contracts that were not identified as leases under 1AS 17 and
IFRIC 4 were not reassessed for whether there is a lease. No adjustments have been made to leases previously accounted for as finance
{eases under |AS 7.

"



Notes to the accounts (unaudited) (continued)

For t

2

he six rmonths ended 30 June 2019

Accounting policies {(continued}

2.1 Impact of new International Financial Reporting Standards (continued)

4.

The

The adoption of IFRS 16 required the Group to make a number of judgements, estimates and assumptions. These included:

The approach te be adopted on transition - The Group used the modified retrospective transition approach. Lease liabilities were determined
based on the value of the remaining lease payments, discounted by the appropriate incremental borrowing rates and translated at the rates of
exchange at the date of transition (1 January 2019). ROU assets in respect of aircraft were measured at the appropriate incremental
borrowing rates at the date of transition and rates of exchange at the commencement of each lease, and depreciated from the lease
commencement date to 1 jJanuary 2019. Other ROU assets were measured based on the related lease liability as at the date of transition,
adjusted for prepaid ar accrued lease payments. Deferred gains on sale and operating leasebacks, previcusly recognised in current and non-
current liabilities, were reclassified to the related ROU asset. IFRS 16 does not allow comparative information to be restated if the modified
retrospective transition approach is used.

The estimaied lease term - The term of each fease is based on the original lease term unless management is reasonably certain' to exercise
options to extend the lease. Further information used to determine the appropriate lease term includes fleet plans which underpin approved
business plans, and historic experience regarding extension options.

The discount rate used to determine the lease fiability - The rates used on transition to discount future lease payments were the Group's
incremental borrowing rates. These rates have been calculated for each airling, reflecting the underlying lease terms and based on cbservable
inputs. The risk-free rate component was based on LIBOR rates available in the same currency and over the same term as the lease and was
adjusted for credit risk. For future aircraft lease obligations, the Group will use the interest rate implicit in the lease.

Terminal arrangements. The Group has reviewed its arrangements at airport terminals to determine whether any agreements previously
considered to be service agreements should be classified as leases. No additiona! leases have been identified following this review,
Restoration obligations - The Group has identified certain obligations associated with the maintenance condition of its aircraft on redelivery
to the lessor, such as the requirement to complete a final airframe check, repaint the aircraft and reconfigure the cabin. Under |1AS 17 these
costs were recognised as a maintenance expense over the lease term. On adoption of IFRS 16, they were recognised as part of the ROU
asset on transition, resulting in an increase in restoration and handback provisions. Judgement has been used to identify the appropriate
obligations and estimation has been used {based on observable data) to measure them. Other maintenance obligations associated with these
assets, comprising obligations that arise as the aircraft is utilised, such as engine overhauls and periodic airframe checks, are recognised as a
rmaintenance expense over the lease term.

Foraeign exchange movements on lease obgliations, which are predominantly denominated in US dollars, are remeasured at each balance
sheet date, with the ROU asset recognized at the historic exchange rate. The Group manages foreign exchange risk arising on these US dollar
obligations as part of its risk managemeant strategy.

Al transition, the Group was not required to make any transition adjustrents to IFRS 16 for leases in which it acts as lessor, except for where
there is a subleasing arrangement. Under IFRS 16, the Group is required to assess the subleasing element with referance to the right-of-use
assat and not the underlying asset. On transition to IFRS 16, the Group recognised right-of-use sublease assets of £8 million within other
non-current assets.

following table reconciles the amount disclosed as operating lease cornmitments at 31 December 2018 disclosed in the Group's 2018

consolidated financial staternents to the amount recognised on the balance sheet in respect of ROL lease liabilities on adoption of IFRS 16.

£ millign 2019
Operating lease commitments at 31 December 2013 3,339
Weighted average incremental borrowing rate at { january 2019 5.1%
Discounted using the incremental borrowing sate at 1 January 2019 1722
Less: Leases considered to be short-term (less than 12 months) {20)
Leases for assets considered ta be substitutable )]
Future variable Jease payments based on index or rate 4)
Prepayments i
Add: Rentals associated with extension options reasonably certain to be exercised 5
Sarvice contracts 206
Lease liability recognised on operating leases at { January 2019 1,891
Add: Finance lease reclassified into right of use liabilities 4108
Lease liability recognised at 1 January 2019 5999




Notes to the accounts (continued)
For the six months ended 30 June 2019

2  Accounting policies (continued)
2.1 Impact of new International Financial Reporting Standards (continued)
The Group recognised the foliowing assets and liabilities on the consolidated balance sheet at 1 January 2019, on adoption of IFRS 16:

Consolidated balanca sheet {extract as at 1 January 2019}

IFR516
E millicn As raported adjustrnents Restated
Meon-current assets
Property, plant and equipment
Fleet FAL 1,195 8,306
Property and equipmeant 1,023 606 1,629
Intangibles 1067 - 1057
Other non-current assets 3,193 g 3,2
12,394 1,809 14,203
Current assets
QOther current assets 4287 {23) 4,264
4,287 (23) 4,264
Total assets 16,681 1,786 18,467
Total equity 5,667 (124) 5,543
HNon-current liabilities
Interest-bearing fong-term borrowings 3,953 1558 551
Deferred tax fability 335 {26) 309
Provisions for liabilities and charges 380 47 427
QOther non-current liabilities 508 {2) 506
5,176 1,577 6,753
Current liabilities
Current portion of interest bearing long-tarm borrowings 473 333 806
Other current liabilities 5.365 - 5365
5838 333 6,171
Total liabilities 1,014 1,910 12,924
Total equity and liabilities 16,681 1,786 18,467

The Group has not adopted any other standards, amendments or infarpretations in the six months to 30 June 2015 that have had a significant
change to its financial performance or position.



Notes to the accounts {(unaudited) (continued)
For the six months ended 30 June 2019
3 Exceptional items

Exceptiona! items are those that in management's view need to be disclosed by virtue of their size or incidence. The following itemns are deemed
to be exceptionak:

For the six months ended 30 June

Group
£ million 2019 2018
Restructuring costs - 51
Net gains refating to ¢losure of pension schemes - 598
Exceptional items - 547
The exceptional items noted above relata to the following consolidated income statement categories:
Group
£ million 2019 2018
Employee costs - 554
Property, IT and other costs - )
Exceptional items - 547

The exceptional gain of £547 million in 2018 included the one-off reduction of the NAPS 1AS 19 defined benefit ability of £770 million following
the closure of NAPS to future accrual in March 2018, This was offset by other cash costs of £172 millfon finked to the closure of the NAPS and
BARP schemes. The remaining exceptional cost of £51 million related to the transformation programme implemented by the Group to develop a
more efficient and cost effective structure. The overall costs of the programme principally comprised employee severance Costs.

The tax charge related to exceptional items was £42 million in 2018.
4  Seasonality

The Group's business is seasonal with demand strongest during the summer months. Accordingly, higher revenues and operating profits are usually
expected in the atter six months of the financial year than in the First six months.

5 Segment information

a Business segments

The Group's network passenger and cargo operations are managed as a single business unit. The Management Commitiee makes resource
allocation decisions based on route profitability, which consider aircraft type and route economics, based primarily by reference to passenger
economics with limited reference to cargo demand. The objective in making resource allocation decisions is to optimise the consolidated financial
results, Whila the operations of certain subsidiaries are considered to be separate operating businesses, their activities are considered to be
sufficiently similar in nature to aggregate all segments. The primary financial information reviewed by the Management Committee is based on the
consolidated results of the Group. Based on the way the Group manages its operating business, and the manner in which resource aflocation
decisions are made, the Group has only one reportable segment for financial reporting purposes, being the consolidated results of the Group's
airline operations.

b Geographical analysis - by area of original sale

For the six months ended 30 June

£ milfion 2019 2018
UK 3,205 2876
UsA 1,348 1249
Rest of the world 1,893 1998
Revenue 6,446 6124




Notes to the accounts (unaudited) (continued)
For the six months ended 30 June 2018

5 Segment information (continued)

b Geopraphical analysis - by area of original sale (continued)

The total of non-current assets excluding equity investments, employee benefit assets, other non-current assets and derivative financial
instruments located in the UK is £12,166 million {20 Juna 2018: £10,860 million), USA is £230 million (30 June 2018; £19 million) and the total of
these non-current assets located in other countries is £241 million {30 June 2018; £211 million).

6  Finance costs and income

Group
For the six months ended 30 June 2019 2018
Finance Costs
Interest payable on bank and other loans, finance charges payable under finance leases (11 (58)
Capitalised intarest on progress payments 8 5
Total Finance costs {t03) {53
Finance income
Interast on other investments and interest-bearing deposits (financial assets not at fair value through income statement) 18 g
Cther firance income - &
Finance income 13 18
7 Tax

The total tax charge through the income statement for the six month period ended 30 June 2019 was £145 million (2018: £184 million} on a profit
before tax of £817 million (2018: £1,381 million}. After removing non-taxable items, the effective rate for the period was 19.1 per cent (2018: 191
per cent) being higher (2018: higher} than the tax charge at the standard UK corporation tax rate of 19 per cent (2018: 19 per cent).

The main rate of corporation tax applicable from 1 April 2020 is reducing from 13 per cent to 17 per cent.

8 Dividends

For the six months ended 30 June

£ million 2019 2018
Al Ordinary shares; £227.28 per share (2018: £109.27) 204 o8
A2 Qrdinary shares: £227.28 per share (2018: £105.27) 22 it
C Ordinary shares: £227.28 per share (2018: £109.27) 34 &

260 125
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Notes to the accounts (unaudited) (continued)
For the six months ended 30 June 2019

2  Property, plant, equipment and intangibles

a. Property, ptant and equipment

2019
e Sl
aquipment
Net book value at 1)anvary 8,134 - 8,134
Adjustment for change in accounting policy, see note 2 {3.654) 5455 1,801
Additions 469 279 748
Disposals (354) - (354}
Depraciation {(373) (149} {522}
Rectassifications 80 (80} -
Net book value at 30 June 4,302 5505 9,807

The net book value of the Right of Use assets includes £3,566 million (2018: £3,631 million} in respect of assets previously classified as finance leases before
the adoption of IFRS 16,

paa b3
. Total property,
- Property, plant Right of use
£ millon and equipment assat pla_rlt and
equipment
Met book value at 1 fanuary 7938 - 7938
Additions 480 - 450
Disposals (19 - {19
Depreciation {357) - {357
Mat book value at 30 June 5042 - K42
b, Intangibles
£ miflion 2018 2018
Met book value at 1 January 1,067 a5f
Additions 43 o
Disposals (35) 5}
Amoriisation (22) 30

10  Capital expenditure commitments

Capital expenditure authorised and contracted for but not provided for in the accounts amounts to £7,452 million (31 December 2018: £4,889
million). The majority of capital expenditure commitments are denominated in US dollars, as such the commitments are subject to changes in
exchange rates,

11 Impairment review

Goodwill and intangible assets with indefinite lives are tested for impairment annually (in the fourth quarter) and when circumstances indicate the
carrying value may be impaired. The key assumptions usad to determine the recoverable amount of the cash generating unit are disclosed in the
Annual Report and Accounts for the year ended 31 December 2018. For the six months to 30 June 2019, there are no indicators that the carrying
value may exceed the recoverable amount,



Notes to the accounts (unaudited) (continued)

For the six months ended 30 June 2019

12 Investment in associates

Group
£ millicn 209 2018
Balance at 1 January 1,701 1577
Exchange differances {2) It
Share of atiributable resukts 59 93
Share of movements in comprehensive income of associates 19 -
Dividends received - it
As at 30 June 1,777 1658

13  Financial instruments

a Financial assets and liabilities by category

The detail of the Group's financial instruments as at 30 june 2019 and 31 December 2018 by nature and classification for measurement purposes is

as follows:
At 30 June 2019 Financial assats
Fair value Fair value .
. ’ . Total carryin
Amortised  through Other thronigh Non-financial ying
) - amount by balance
cost comprehensive income Bssets .
N sheat item
£ million MCome statement
Non-current assets
Orther equity investments - 52 - - 52
Derivative financial instroments - - 208 - 208
Qther non-current assets 193 - - 108 3m
Current assels
Trade receivables 1174 - - - 1,174
Cther current assets 358 - - 399 757
Derivative financial instruments - - 139 - 139
Qther current interest-bearing deposits 1890 - - - 1,890
Cash and cash equivalents 1,394 - - - 1,394
Financial liabilities
Fair value Fair value Total caervin
Amortised  through Cther through MNon-financial rying
, . e amount by balance
cost comprehensive income liabilities heet it
£ million income  statement sheet [tem
Non-current liabilities
interest-bearing long-term borrowings 5,340 - - - 5.340
Blerivative financial instruments - - 08 - 108
Other non-current liabilities 10 - - 29 39
Current liabijlities
Current portion of long-term bormowings 890 - - - 390
Trade and other payables 2,025 - - 41 2,066
Derivative financial instruments - - 127 - 127
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Notes to the accounts (unaudited) (continued)
For the six months ended 20 june 2019

13 Financial instruments (continued)

a Financial assets and liabilities by category {continued)
At 31 December 2018 Financial assets
Fair valua Fair value Total carryin
Amortised  through Other through Non-firancial Tying
. \ amount by balance
cost comprehensive income assets heot i
£ million income statement sheet item
Nan-current assets
Other equity investrments - 56 - - 56
Derivative financial instruments - - 120 - 120
Other non-current assets o8 - - 102 300
Current assets
Trade receivables a0f - - - 501
Qther current assets 287 - - 357 644
Derivative financial instruments - - &5 - 65
Other current interest-bearing deposits 1175 - - - 175
Cash and cash equivalents 1327 - - - 1327
Financial fiabilities
Fair value Fair value Total carryvin
Amortised  through Other through Non-financial TYing
, , S amount by batance
cost comprehensive ncome liabilities .
. sheet item
- income  statement
£ million
Mon-current financial liabilities
Inzerast-bearing long-term bormowings 3953 - - - 3953
Daerivative financial instruments - - 2i0 - 210
Other none-current liabilities & - - 34 40
Current financial liabilities
Current portion of long-term baorrowings 473 - - - 473
Trade and other payablas 1553 - - 40 1893
Drerivative financial instruments - - 341 - F41
b Fair values of financial assets and financial liabilities

The fair values of the Group's financial instruments are disclosed in hierarchy levels depending on the nature of the inputs used in determining the
fair values and using methods and assurnptions as follows;

Level 1

Level 2:

Level 3

Quoted prices (unadjustad) in active markets for identical assets and liabilities. A market is regarded as active if quoted prices are readily
and regufarly available from an exchange, dealer, broker, industry group, pricing service, or regutatory agency, and those prices present
actual and regularly occurring market transactions on an arm's length basis. Level 1 methodologies (market values at the balance sheet
date) were used to determine the Fair value of listed asset investments classified as equity investrnents and listed interest-bearing
borrowings.

Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly or indirectly. The fair
value of financial instrurments that are not traded in an active market is determined by valuation techniques. These valuation techniques
maximise the use of observable market data where it is available and rely as little as possible on entity specific estimates. Derivative
instrumetns are measured based on the market value of instruments with similar terms and conditions at the balance sheet date using
forward pricing models. Counterparty and own credit risk is deemed to be not significant. The fair value of the Group's interest bearing
borrowings including leases is determined by discounting the remaining contractual cash flows at the relevant market interast rates at
the balance sheet date.

Inputs for the asset or liability that are not based on observable market data. For unquoted investments, fair value has been determined
based on the most recent arm's length transaction for an identical instrument. The Group monitors transactions of these instruments on
a regular basis to ensure the fair value is based on the most recent arm's length price.
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Notes to the accounts (unaudited) (continued)
For the six rnonths ended 30 June 2019

13  Financial instruments (continued)

b Fair values of financial assets and financial iabilities (continued)

The fair value of cash and cash equivalents, other current interest-bearing deposits, trade receivables, other current assets and trade and cther
pavables approximate their carmying value largely due to the short-term maturities of these instruments.

The carrying amounts and fair values of the Group's financial assets and liabilities as at 30 june 2019 are set out below:

Group
Fair value Carrying value
£ miliicn Level 1 Level 2 Level 3 Total Total
Financial assets:
Equity investments 12 - 40 52 52
Amounts owed by associated group undertakings - m - 301 29
Derivative financial assets - 347 - 347 347
Financial liabilities:
Interest-bearing loans and borrowings: - 329 - 329 324
Derivative financial liabilities - 235 - 235 235
The carrying amounts and fair values of the Group’s financial assets and liabilities as at 31 December 2018 are set out below:
Group
Fair value Carrying value
£ million Level 1 Lavel 2 Level 3 Total Total
Financial assets:
Eguity investments H - 40 56 56
Amounts owed by associated group undertakings - 303 - 503 298
Berivative financial assets - 185 - 185 185
Financial liabilities:
Interast-bearing loans and borrowings" - 4571 - 4,571 4,426
Derivative financial liabilities - 551 - 557 557

includes amounts in refation to finance laases which were reclassified to borrawings on right of use assets on adaption of IFRS 16,

There have been no transfers between levels of fair value hierarchy during the period.

The financial instruments listed in the previous table are measured at fair valug in the financial statements, with the exception of interest-bearing

borrowings, which are measured at amortised cost.

c Level 3 financial assets reconciliation

The following table surnrarises key movements in Level 3 financial assets;

Group

Six manths Year ended

£ million ended 30 June 37 Docember
2Mme 2018

Balance at 1 January 40 40
40 40

As at period end
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Notes to the accounts (unaudited) (continued)
For the six months ended 30 June 2019

14  Share capital

The number of shares in issue at 30 June 2019 was 996,000 ordinary A shares (31 December 2018: 996,000) with with a par value of £289.70 each
and 1,148,000 ordinary B and C shares with a par value of £1 each (31 December 2018; 1,148,000).

15 Borrowings

Group
- 30)une 37 December
Il
£ million 2019 2018
a  {LCurrent
Bank znd other loans 47 48
Finance feases - 425
47 473
Leases previously classified as finance leases' 502 -
Leases on right of use assets 34 -
Borrowings on right of use assets 843 -
890 473
b Non-current
Bank and other loans 277 270
Finance leases - 3683
277 3553
Leases previously classified as finance leasas’ 3,385 -
Leases on right of use assets 1,678 -
Borrowings on right of use assets 5,063 -
5,340 3953

'on adoption of IFRS 16 ‘Leases’ on 1 January 2019, the carrying amount of leases previously classified as finance laases was transferred to 'Borrowings on right of use
assels' in accordance with the maodified transition approach, In the comparative infarmation in the table above these leases are presented as ‘Finance leases’.

16  Employee benefits

The principat funded defined benefit pension schemes within the Group are the Airways Pension Scheme (APSY) and the New Airways Pension
Scheme {{NAPSY).

NAPS was closed to future accrual from 31 March 2018. Members' deferred pensions wilt now be increased annually by inflation up to five per cent
per annurn {measured using CPI), which is generally lower than the previous assumption for pay growth which included pay rises and promotions.
British Airways currently makes deficit contributions to NAPS of £300 million per annum until September 2027 plus additional contributions of up
to £150 million per year depending on the cash balance at the end of March each year. As part of the closure of NAPS to future accrual, British
Airways agreed to make certain additional fransition payments to NAPS members if the deficit had reduced more than expected at either the
2018 or 201 valuations. No allowance for such payments has been made in the valuation of the defined benefit obligation.

APS has been closed to new members since 1984. The benefits provided under APS are based on final average pensionable pay and, for the
majority of members, are subject to inflationary increases in payment in line with the Government's Pension increase (Review) Crders (PIRO),
which are based on the CFl, The Trustee of APS proposed an additional discretionary increase above CPl for pensions in payment for the year
ended 31 March 2014. British Airways challenged the decision and initiated legal proceedings to determine the legitimacy of the discretionary
increase. The High Court issued a judgment in May 2017, which determined that the Trustee had the power to grant discretionary increases, whilst
reiterating the Trustee must take into consideration all relevant factors, and ignore irrelevant factors. British Airways appealed the judgment to the
Court of Appeal. On 5 July 2018 the Court of Appeal released its judgment, upholding British Alrways' appeal, concluding the Trustee did not have
the power 1o introduce a discretionary increase rule. Following the judgrent, the Trustee was allowed permission to appeal to the Supreme Court;
and has appealed. In April 2019, subject to obtaining the approval of the High Court, the Trustee Directors of the Airways Pension Scheme
unanimously agreed with British Airways terms for an out-of-court settlement ("the agreement”). This would bring to an end the litigation that
commenced in 2013 and which is otherwise due to proceed to appeal at the Supreme Court later this year, Under the terms of the proposed
settlement, the Trustee of APS will be permitted, subject to some affordability tests, to award Discretionary Increases so that APS pensions are
increased up to the annual change in the Retail Prices Index (RP) from 2021 with interim catch-up increases. British Airways will cease paying
further deficit recovery contributions, including cash sweep payments, and the APS Trustee will withdraw its appeal to the Supreme Court. British
Ajrways will provide a £40 million indemnity, payable in part or ful} as appropriate in late 2027/2028, in the event of adverse experience leading to
the 2027 valuation showing the scheme is not able to pay pension increases at RPI for the remaining life of the scheme.
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Notes to the accounts (unaudited) (continued)
For the six months ended 30 june 2018

16 Employee benefits (continued)

The Court pracess to seek approval for this settlement has started but may not receive court approval until the last quarter of 2019 at the earliest,
therefore the assumptions to determine the Defined Benefit Obligation (DBO) for APS at 30 june 2019 do not reflect the agreement and does not
make any allowance for the potential additional benefits that may be provided to members, If the High Court approves the proposed settlement
the potential IAS 19 past service cost of providing additional benefits to members would be approximately £800 million and would be recognised
in the income statement. This is an estimate assuming an effective date of 31 March 2019, based on the assurnptions at 31 March 2019. The past
service cost will depend on the prevailing assumptions at the date of approval.

On 26 October 2018 the High Court's judgment in the Lloyd’s Bank case confirmed that pension schemas are required to egualise for the effects
of unequal GMPs accrued over the period since 17 May 1990 ("GMP equalisation”). The APS and NAPS estimated DBO as at 30 June 2018 includes
allowance for the estimated effect of GMP equalisation based on the assessments made by the respective APS and NAPS Scheme Actuaries.

As at 30 June 2019
£ million APS NAPS Other Total
Scheme assets at fair value 7.714 18,621 349 26,684
Present value of scheme liabilities {6,610) {17,147) (580) (24,337
Net pension asset/(liability) 1,104 1,474 (231} 2,347
Effect of the asset ceiling’ (411} {955) - {1,366)
Other employee benefit obligations - - {10) {10)

693 519 (241) 971
Represented by:
Employee benefit assets 1,224
Employee banefit obligations (253)
971
As at 31 December 2018
£ million AFPS NAPS Other Total
Schemne assets at fair value 7536 16,965 342 24843
Present value of scheme liabilities {6,400) {15,868) {578} {22846}
MNat pension asset / (liability) 1136 1097 {236} 1997
Effect of the asset cailing' (422) {(807) - {1229}
Other employee benefit obligations - - (i} (o}
74 290 (248) 758
Represented by
Empioyae benefit assets 1076
Employee benafit obligations {255}
758

! Both APS and NAPS are in an 1AS 19 accounting surplus, which would be available to the Company as a refund upen wind up of the scheme. This
refund is restricted due to withholding taxes that would be payable by the Trustee.
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Notes to the accounts (unaudited) (continued)
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16 Employee benefits (continued)

At 30 june 2019, the assumptions used to determine the obligations under the APS and NAPS were reviewed and updated to reflect market
conditions zt that date. The key assumptions were as follows;

At 30 June 2019 At 31 December 2078
Per cent per annum APS NAPS Other schemes AFS MAFS Othar schemes
Discount rate 215% 235% 29%-4.4% 265% 285% 29% - 4.4%
Rate of increase in pensionable pay 325% n/a 25%-3.7% 320% a/a 25%-37%
Rate of increase of pensions in payment 2.25% 215% 2.0% - 3.5% 210% 205% 20%-35%
RPI rate of inflation 3.25% 3.15% 25%-32% 320% J15% 25%-32%
CPl rate of inflation 2.25% 2.15% 2.1% - 3.0% 210% 205% 27% - 20%

Further information on the basis of the assumptions is included in note 32 of the Annual Report and Accounts for the year to 31 Decembar 2018.

Pension contributions for APS and NAPS were determined by actuarial valuations made as at 3T March 2012 and 31 March 2015 respectively, using
assumptions and methodologies agreed between the Company and Trustees of each scheme.

17  Provisions for liabilities and charges

Group
Restoration and

£ million handback Restruciuring Legal claims Other Total
Current 32 a5 29 24 180
Non-current 337 ig 5 e 380
Balance at 1 January 2019 359 14 34 43 560
IFRS 16 transition (see note 2} 47 - - - 47
Provisions recorded during the period 45 i 1 45 92
Utilised during the period G (30) (9) (43) {86)
Release of unused amounts (15} m 2) (2) (20)
Exchange differences 3 - - - 3
As at 30 June 2019 445 84 24 43 596

Analysis:
Current 26 65 19 25 135
Non-current 419 15 5 18 461
445 84 24 43 596

The provision for restoration and handback costs is maintained to meet the contractual maintenance and return conditions on aircraft held under
leases. The provision also includes amounts relating to leased land and buildings where restoration costs are contractually required at the end of
the lease. Where such costs arise as a result of capital expenditure on the leased asset, the restoration costs are capitalised, The provisions relate
to leases up to 2030,

Restructuring provisions represents the estimated costs of settling employee obligations under the Group's restructuring plans {see note 3). The
costs associated with this programme have been incurred from 2016 to 2018 and the payments will be made over a maximum of five years.

Legal claims provisions include amounts for multi-party claims from groups or employees on a number of matters refated to the Group's
operations.

Other provisions include: compensation due to customers whose flights were significantly delayed and are entitled to receive compensation: a
provision for the EU Emissions Trading Scheme that represents the excess of BA's CO2 emitted on a flight within the EU in excess of the EU
Emission Allowances granted. The provision also consists of staff leaving indemnities that were set up based on Collective Labour Agreements or
local jurisdiction regulations. The payments associated with these provisions are made when the employee leaves the Group.
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Notes to the accounts (unaudited) (continued)
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18 Contingent liabilities & guarantees
a Contingent Liabilities
The Group has the following claims:

Car

Thegguropean Commission issued a decision in which it found that British Airways, and 10 other airline groups, had engaged in cartel activity in
the air cargo sector (Original Decision). British Afrways was fined €104 million. Following an appeal, the decision was subsequently partially
annulled against British Airways (and annulled in full against the other appealing airlines) (General Court Judgment), and the fine was refunded in
full. British Airways appealed the partial annuiment to the Court of Justice, but that appeal was rejected.

In paraliel, the European Commission chose not to appeal the General Court Judgment, and instead adopted a new decision in March 2017 (New
Decision), The New Decision re-issued fines against all the participating carriers, which match those contained in the Original Decision. British
Ajrways was therefore again fined €104 million. British Airways has appealed the New Decision to the GC again {as have other carriers).

A large number of clairmants brought proceedings in the English courts to recover damages from British Airways which, relying on the findings in
the Commission decisions, they claim arise from the alleged cartel activity, British Airways joined the other airlines alleged to have participated
in cartel activity to those proceedings to contribute. A number of those claims were concluded in 2018,

British Airways is also party to similar litigation in a number of other jurisdictions including Germany, the Netherlands and Canada together with
a number of other airlines. At present, the cutcome of the proceedings is unknown. In each case, the precise effect, if any, of the alleged
cartelising activity on the claimants will need to be assessed.

Pensions

The Trustees of the Airways Pension Scheme (APS) had proposed an additional discretionary increase above CPl for pensions in payment for
the year to 31 March 2014, British Afrways challenged the decision and initiated legal proceedings to determine the legitimacy of the
discretionary increase. The outcome of the legal proceedings was issued in May 2017, which concluded the Trustees had the power to grant
discretionary increases, whilst reiterating they must take into consideration all relevant factors, and ignore irrelevant factors. The Group
appealed the judgment to the Court of Appeal. On 5 July 2018 the Court of Appeal gave its judgment, upholding British Airways' appeal,
concluding the amendment was within the scope of the Trustees’ power, but was exercised for an improper purpose, The consequence of this is
that the Trustees’ amendment to intraduce the discretionary increase power was invalid. The Trustees appealed to the Supreme Court.

In April 2019, subject to obtaining the approval of the High Court, the Trustee Directors of the Airways Pension Scheme unanimously agreed
with British Airways terms for an out-of-court settlement. This would bring to an end the litigation that commenced in 2013 and which is
otherwise due to proceed to appeal at the Supreme Court later this year. Under the terms of the proposed settlement, the Trustee of APS will
be permitted, subject to some affordability tests, to award Discretionary Increases so that APS pensions are increased up to the annual change
in the Retail Prices Index (RPI) from 2021 with interim catch-up increases, British Airways will cease paying further deficit recovery contributions,
including cash sweep payments, and the APS Trustee will withdraw its appeal to the Supreme Court. British Airways will provide a £40 million
indemnity, payable in part or full as appropriate in late 2027/2028, in the event of adverse experience leading to the 2027 valuation showing the
scheme is not able to pay pension increases at RPI for the remaining life of the scheme.

The Court process to seek approval for this settlement has started bu, given the timeline for securing a hearing date, the settlement may not
receive approval until the Fourth quarter of 2019 at the earliest,

Theft of customer data at British Airways

On 6 September 2018 British Airways announced the theft of certain of its customers’ personal data. Following an investigation into the theft,
British Airways announced on 25 October 2018 that further personal data had potentizlly been compramised. On 4 July 2019, British Airways
received a Motice of Intent from the Information Commissioner’s Office ()CO) in which it informed the airline of its intention to fine it
approximately £183 million (€205 million) under the UK Data Protection Act,

British Airways will be making representations to the ICC regarding the proposed fine. The ICO will follow its own procedures to seek the views
of other EU data protection authorities and, potentially, an external panel of advisers. It has six months from issuing the Notice of Intent to
British Airways within which it could issue a penalty notice {subject 1o any extension agreed by the ICO and British Airways). If a penalty notice
is issued, British Airways has 28 days within which to lodge an appeat with the First-tier Tribunal in the General Regulatory Chamber. A decision
by the First-tier Tribunal may, with permission, be appealed to the Upper Tribunal. Any appeal of the Upper Tribunal decision would be to the
Court of Appeal. It is British Afrways’ intention to vigorously defend itself in this matter, including using all available appeal routes should they be
required.

It has not been proven that British Airways failed to comply with its obligations under GDPR and the UK Data Protection Act. Further, given the
absence of the calculation methodology applied in determining the amount included in the Notice of Intent, the processes available to the
company to challenge the Notice and the lack of precedent of final assessments under the new data protection regulations, the Diractors do
not believe that a fine, should it be issued by the ICO, can be estimated raliably at this stage. As such no provision has been made at 30 June
2019,
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Notes to the accounts (unaudited) (continued)
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18 Contingent liabilities & guarantees {continued)

b Guarantees

Pensions

British Airways has provided collateral on certain payments amounting to £250 million at 30 June 2019 to the Company's pension scheme, APS
and NAPS, which was paid in escrow in January 2019, Under the proposed APS Settlement Agreement (subject to obtzining the approval of the
High Court) the full £250 million would be payable to the NAPS scheme.

The Group also has other guarantees and indemnities entered into as part of the normal course of business, which at 30 June 2019 are not
expected to resuit in material losses for the Group.

Audit axemptions

The Company has issued guarantees in relation to statutory audit exemptions that certain subsidiary cormnpanies are taking. See note 36 in respect
of audit exemptions BA's Annual Report and Accounts 2018,

19 Related party transactions

The Group had transactions in the ordinary course of business during the six months ended 30 June with related parties.

£ million 2019 20183
Parent®:

Sales to/purchases on behalf of IAG 46 78
Purchases from IAG 24 i
Amounts owed by IAG 132 152
Amounts owed to IAG 24 i
Subsidiary undertakings of the parent:

Sales to subsidiary undertakings of the parent 83 5
Purchases on behalf of subsidiary undertakings of the parent 73 82
Amounts owed by subsidiary undertakings of the parent 303 245
Amounts owed to subsidiary undertakings of the parent 92 40
Associates™:

Sales to associates 290 248
Purchases from associates 207 182
Armounis owed by associates 157 232
Amounts awed to associates 1,048 a7z

! The transactions between the Group and IAG principally comprise a management fee in respect of services provided by IAG and recharges between the entities in
respect of invoices settled on behalf of the other party. Transactions with |AG are carried out on ar arm's length basis.
* Sales and purchases with associates are made at normal market rates and outstanding balances are unsecured and interest free, Cash settlement is expeacted within

the standard settlement terms.
¥ Comparatives in the above table are 30 June 2018 for income statemant items and 31 December 2018 for balance sheet items.

In addition, payments made on behalf of the Group's retirement benefit plans amounted to £4.7 million in relation to the Pension Protection Fund
levy (2018: £3 million),

The Group has not benefited from any guarantees for any related party receivables or payables. During the period ended 30 June 2019 the Group
has not made any provision for credit losses relating to amounts owed by related parties (year ended 31 Decernber 2018: £nil).

Directors' and officers’ foans and transactions

There were no loans or credit transactions with Directors or officers of the Group at 30 June 2019 or that arose during the period that need to be
disclosed in accordance with the requirements of Sections 412 and 413 to the Companies Act 2006,
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Notes to the accounts (unaudited) (continued)
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20 Post balance sheet events

As of the date of this report, the Company has reported the following post balance sheet events:

EETC

After the period, British Airways successfully launched a $806 million Enhanced Equipment Trust Certificates (EETC) bond issue to fund aircraft
deliveries. The bonds are planned to be combined with japanese Operating Leases with Call Options of $314 millien, bringing the total raised to
$1120 million. The transaction includes Class AA certificates with an annual coupon of 3.3 per cent and maturity of 13.4 years and Class A
Certificates with an annual coupon of 3.35 per cent and 2 maturity of 9.9 years, supported by a collateral pool of Airbus A320 NEO and Airbus
A350-1000 aircraft.

ICO

Theft of customer data at British Airways

Cn 6 September 2018 British Airways announced the theft of certain of its customers’ perscnal data. Following an investigation into the theft, British
Airways announced on 25 October 2018 that further personal data had potentially been compromised. On 4 July 2019, 8ritish Airways received a

Notice of Intent from the ICO in which it informed the airline of its intention to fine it approximately £183 million {€205 million) under the UK Data
Protection Act. For further information see note 17 ‘Contingant liabilities’.
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Fleet table

MNumber in service with Group companies at 30 June 2019

On balance sheet On balance sheet Off balance sheet Total Tora! Changes since Future Options
Owned Right of Use leases June December  December 2018 deliveries (note 3)
2019 2018 {MNote 2)
Continuing 2iifine operations (note 1}
Ajrbuz AZ18 - 1 - 1 i - - -
Ajrbus A1 12 24 - 42 42 - - -
Ajrbus AZZ0 23 54 - 77 74 3 12 1
Ajrbus AN 13 16 - 23 2 4 3 -
Ajrbus A340 - - 1 1 - 1 - -
Airbus A3SO - - - - - - 12 36
Airhus A3R0 2 10 - 12 2 - - -
Boeing 747-400 33 - - 33 35 @ - -
Boeing 777-200 36 10 - a5 48 - - -
Boeing 777-300 2 1Q - 12 24 - 4 -
Baeing ¥77-9 - - - - - - 12 4
Boeing 787-2 - 12 - 12 i2 - - -
Boeing 787-9 1 7 - 18 8 - - 6
Boeing 787-10 - - - - - - 12 -
Emibraer EI70 6 - - 6 2 - - -
Embraer E190 9 B 2 19 6 3 - -
Saab 2000 - - 1 1 i - - -
Total Continuing Operations 143 156 4 o3 294 9 72 e
Hotes:

1. Ingludss aircralt operated by British Airways Fic and BA Cityflyer Limived,
2. The addition of one Airbus A340 was a new wat lease during the penod.
3. Twenty threa options on Airbus 320 expired during the peried and twenty four options on Boeing 777-900 aircraft were acquired in the period.
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