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Virgin Atlantic Airways Limited and subsidiary companies
Duirectors’ report and consohdated financial statements
28 February 2011

President’s statement

The vear ended 28 February 2011 (2010/11) once again provided huge challenges for the airhne ndustry and Virgin
Atlantic Airways Whlst the external econommic environment improved substantially the impact of airspace closure
in April due to the eruption of the Eyjafjallajokull volcano in Iceland the closure of London Heathrow airport n
December for three days due to snow disruption and the recent surge 1n o1l prices has made financial year 2010/11
another difficult year

Against this extremely challenging backdrop, 1 am dehighted to announce that Virgin Atlantic Awrways recorded a
post exceptional profit before tax of £2 5m (20/¢ loss of £158 5m) The exceptional cost of £14 8m relates to the
direct cost of compensating passengers and dealing with the operational disruption relating to arspace closure Pre-
exceptional operating profit was an encouraging £26 5m (2010 loss of £148 3m) Tumover ncreased strongly by
14% 1n the year driven by strong demand 1n both the passenger and cargo business This 1s especially pleasing as 1t
demonstrates the enduring strength of the Virgin brand and the benefits of a high quality product and service
offering

During 2010/11 we successfully launched a new route to Accra in Ghana increasing the number of destinations
served i West Africa and demonstrating that we are always looking to expand the number of markets that benefit
from our umque mix of product and service From Apnl 2011 Virgin Atlantic started another new route flying from
Manchester to Las Vegas cementing our position as the number one airline from the UK to Las Vegas We have
been serving Las Vegas successfully from London Gatwick for over 10 years and are dehghted to expand our
services from Manchester The introduction of new Airbus A330-300 arrcraft from Apnl 2011 serving Orlando
demonstrates that Virgin Atlantic keeps investing to drive the business forward and provide a leading passenger
experience

There have been a number of natural disasters i the last 12 months and my thoughts and best wishes go to all those
affected The impact on the business of Virgin Atlantic has been significant The volcanic eruption 1n Iceland
resulted 1n the unprecedented closure of UK airspace for 6 days This resulted in 250 cancelled flights and 48,000
stranded passengers It 1s a great credit to the employees of Virgin Atlantic that they managed to retumn to normal
operations incredibly quickly and ensure all our customers were dealt with promptly and efficiently As you would
expect Virgin Atlantic was quick to commit to compensating our passengers n line with European legislation and
paid £7 5m in compensation.

The adverse weather 1n November and December saw unusual levels of snowfall in both the UK and the USA A
number of airports were impacted and forced to close However, London Heathrow was closed for by far the
longest time — over 3 days As a major arhne with operations centred on London Heathrow we should be able to
rely on being provided with a robust operation The BAA was 1l prepared, 1ts own inquiry concluded that Heathrow
should never close due to circumstances under its own control  Virgin Atlantic has strongly represented the voice of
the passenger on this matter and we continue to fight for more robust airport regulation that recogmises that the
customer comes first — we believe that they are regularly forgotten by everyone other than the airlines

A common theme between the volcanic disruption and the snow fall 1s that European legislation makes the airline
responsible for compensating passengers | am proud that Virgin Atlantic met its commitments, however, the
legislation needs review It cannot be right that the burden of passenger compensation falls solely on the airhine,
especially when in many instances the cause of the disruption rests elsewhere  Virgin Atlantic will be lobbying in
Europe to produce a farer system Our passengers should be protected but the burden should not be borne by the
awrline industry

The UK ranks 134" out of 138 nations on s competitiveness of arport charges and ticket taxes Tourism and
aviation have fundamental roles to play in the UK’s economic recovery But this economic growth 1s being sufled
by ever increasing levels of air passenger duty (APD) A famuly of four going to America from the UK now pays
£240 1n APD alone [ welcome that the Government did not increase APD 1n the March 2011 budget and wll
consult on reforms to the duty We will continue to lobby the Government to improve the fairness of APD for our
passengers

The Group has won several key awards, winming the British Travel Awards best business class and economy airline
awards The Travel Agents choice awards selected Virgin Atlantic as the best scheduled transatlantic airhne It s
very pleasing to be recognised across all classes of travel During the year our nnovauve advertising campaigns
were recognised with a number of key awards from trade bodies, and culminating 1n Virgin Atlantic Arrways being
honoured by the Chartered Institute of Marketing Travel Industry Group, who chose 1t for a special “one off" award
of Travel Brand of the Decade
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President’s statement (connnued)

I would like take the opportunuy to thank all our employees for the way that they have responded to the operational
challenges of the last year and know that all of our people contnibute hugely to making Virgin Atlantic the great
arrhne that it undoubtedly 15

After the difficulties of the global downturn, our industry will continue to be challenged in the coming year by high
fuel costs, excess capacity on some routes and reduced consumer demand during recovery from recession  Virgin
Atlantic Awrways will tackle these by deploying more efficient awrcraft and operations, measured growth and the
unique strengths of 1its brand, consumer leadership and strategic position at Heathrow and on long-haul leisure

flying

Sir Richard Branson

President
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Directors’ report
Registered number 1600117

The directors present thewr annual report and the audited financial statements for Virgin Atlantic Airways Limited
and subsidiary companies for the year ended 28 February 2011

Principal activities

The principal activities of the Group continue to be the operation of scheduled air services for the carnage of
passengers and freight

Directors and drectors’ interests

The directors who held office during the year were as follows

Sir Richard Branson (President)

Stephen Murphy (Chairman)

David Baxby

Bey Soo Khiang (resigned 15 December 2010)
Chan Hon Chew

Stephen Griffiths

Timothy Livett {appomted 31 October 2010)
Ng Chin Hwee (appointed 1 March 2010)
Jonathan Peachey

Sir Bnian Pitman (deceased 11 March 2010)
Mark Poole

Stephen Ridgway

Julie Southern

Eng Wan Joey Seow {appointed 15 December 2010)
Paul Tan Wah Liang

Tan Pee Teck (appointed 1 June 2010)
Teoh Tee Hoot (resigned } March 2010)
Results

The results of the Group for the year are set out on page 10 and are commented on within the President’s statement
and below

Employees

In considening applications for employment from disabled people in the UK, the Group seeks to ensure that fuli and
farr consideration 15 given to the abilities and aptitudes of the applicant against the requirements of the job for which
he or she has apphed Employees who become temporarily or permancntly disabled are given individual
constderation, and where possible equal epportunities for traimng, career development and promotions are grven to
disabled persons

Within the bounds of commercial confidentiahity, information 1s disseminated to all levels of staff about matters that
affect the progress of the Group and are of nterest and concern to them as employees The Group also encourages
employees, where relevant, to meet on a regular basis to discuss matters affecting them
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Directors’ report (connnued)

Business review

A review of operations and future developments 1s included within the President’s statement

After another year that provided many operational and economic challenges the Directors are dehighted to announce
that Virgin Atlantic Awrways returned to profitability and made a pre-exceptional operating profit of £26 5m (2010
pre exceptional loss before tax £148 3m) Exceptional items 1n the year of £14 8m relate to the direct costs incurred
by the airline after the awrspace closure m April 2010 due to volcanic activity m Iceland The post exceptional profit
before tax of £2 5m (2010 post exceptional loss before tax £158 3m) represents a strong performance n a year that
included significant distuption and airport closures due to volcanic activity and heavy snowfall during December

Tumover increased by 14% with strong demand i both the passenger and carge business Demand was especially
strong up until October 2010 The winter schedule saw an increase in mdustry capacity that had an mmpact on
turnover during the winter season

Capacity decreased by 4%, mainly due to airspace and airport closure, but pre-exceptional cost of sales increased by
6% due to an increase n fuel costs, the stronger US Dollar and additional sales and marketing costs that supported
the strong revenue growth

Management focus was directed at maimntaming tight cost control of other operating and admimistrative expenses
Targeted investment in selthng systems, product enhancements and information technology infrastructure leaves the
Group well placed to benefit from market opportunities

The outlook for 2011/12 remamns difficult to predict The UK consumer 1s under pressure from tax rises and
concerns about the economic outlook The current Brent o1l price of above USS120 presents a significant cost
challenge Management 1s commutted to maintaining control over the cost base and will target activity towards
driving revenue and increasing already strong cash balances The enduring strength of the Virgin brand and a high
quality product and service offering will ensure that Virgin Atlantic Airways s able to maintain market share n a
competitive environment

The Director’s contmue to montor performance through a range of key performance mdicators (KPIs) A selection
of these key measures 1s shown below

2010/11 2009/10
Group Turnover*" £2,263 5m £1,984 Im
Return on Sales 0.1% (8 0%)
Total Passengers Flown ¥ 5.3m 54m
Available Seat Kilometres (ASK’s)"™ 46.5bn 48 7bn
Customer Satisfaction®® 90% 90%
Customer Loyalty'® 87% 91%
Customer Advocacy " 91% 91%

G roup Turnover — refer to notes | & 2

“Return on Sales - Profit/(loss) on ordnary activities before taxation as a percentage of turnover
“Total Passengers Flown - Total revenue paying passengers carried

" Available Seat Kilometres {ASK's)} - Number of seats available multuphed by total distance flown

"' Customer Satisfaction - Proportion of passengers raung thewr overall journey experience as good or excellent Data collected
from a sample of passengers throughout the yeat, across all routes and cabins

*“'Customer Lovalty - Proportion of passengers who would be very Iikely' or ‘likely’ to fly with Virgin Atlantic Airways agan
the next time they fly to a Virgin Atlantic Airways destimation  Data collected from a sample of passengers throughout the
year, across all routes and cabing

™ Custamer Advoeacy - Proportion of passengers who would be very likely” or “likely to recommend Virgim Atfantic Alrways
to others Data collected from a sample of passengers throughout the year across all routes and cabins
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Directors’ report (connnued)
Post balance sheet events

Prior to 1 March 2011, compames within the Group had trademark hcenses from Virgm Travel Group Limited for
the use of the Virgin name and logo, which were royalty free Since 1 March 201 1, the terms of these trade mark
licences have been renegonated such that from 1 March 2011 the Company will pay royalties to a fellow subsidary
of the Company’s holding company, Virgin Atlantic Limited, based on the relevant turnover for the Group

Environmental impacts

The Group 1s committed to addressing sts environmental impacts and at a mimmum to complying with those rules
and regulations concerning protection of the environment which apply to the Group’s operations There are rules
and regulations which apply to the Group’s operations in respect of emissions, noise, disposal of waste (including
hazardous materials) and other environmental parameters

In 2010 the Group launched an external “Change 15 in the Au™ sustamabilny microsite, covering all aspects of the
airline’s environmental and community relations activities, and wincluding the first 1ssue of a regularly updated report
on the airline s performance agamnst sustainability targets such as waste, energy. fuel efficiency, and on monies
raised through the onboard Change for Children fundraising appeal

Energy and fuel efficiency measures remaned a prionty, as cid diverting waste (from both ground and aircraft
operations) away from landfill The Group’s sustamnable procurement policy, which sets out a range of
environmental and social standards with which they would be expected to comply, continued to be rolled out to key
supphers

The Group continues to participate actively in various stakeholder groups, including Sustainable Aviation, which
brings together different aspects of the UK aviation industry behind a common work programme on 1ssues such as
carbon emission modelling, opportumties for operational efficiencies, technological solutions and assessing
scientific understanding of non-CO; related impacts of aviation During 2010, the Group lobbied extensively - as
part of the Aviation Global Deal Group - for the inclusion of CO; emissions from international aviation 1 an
ambitious global chimate change framework

The charity linked to the Group, Virgin Atlantic Foundation, remained focused on ns “Change 15 n the Air”
programme, hinking the social and environmental elements of sustainability and maintaining a three year partnership
with Free the Children, a chanity which shares the Group’s objectives of supporting sustainable communities 1n its
destinations

Principal risks and uncertamnties

The Virgin Atlantic Aurways Limited Group faces a range of risks and uncertainties The directors take action to
mitigate, where possible, the impact of these risks and uncertainties  However, a number of these remain outside of
the control of the directors Detailed below are those specific risks and uncertainties that could have the most
significant 1impact on the Group’s long-term performance The risks and uncertainties described below are not
mtended to be exhaustive

Brand reputation

The strong reputation and loyalty engendered by the Group’s brands is a core part of the value of the busimess  Any
damage to the brands caused by any single event or series of events could materially impact customer loyalty and
the propensity of customers to travel with us and so adversely affect our business

Global economic slowdown

The Group’s operations are particularly sensiive to changes in economic conditions n the markets in which it
operates A global economic slowdown may adversely affect the demand for business and leisure travel and cargo
services which could result in a matenal adverse impact on the Group's financial performance

Governmenl mitervention

The aviation and tour operating industries are ghly regulated and any decisions made by government with respect
to closure of awrspace, slot regulation, security requirements, government taxes and other levies may result i a
matenial adverse rmpact for the Group from both an operatienal and financial perspective
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Directors’ report (connned)

Principal risks and uncertainties (conirned)
Security and terrorism

The safety and secunty of our passengers, crew and staff forms the foundation of everything we do  The history of
terronist attacks against the aviation and tour operating industries demonsirates that Virgin Atlantic’s business 1s
exposed to the results of such action even 1f the attacks are not directed a1 the Group Any future attack, or
attempted attack may adversely affect the Group in terms of disruptions to operations through loss of access to
atrports or awrcrafi, increased secunty costs, mcreased insurance costs or a reduction 1n customer demand Any one
of these factors may matenally affect the operational and financial performance of the Group

Financial risk management

The directors are responsible for setung financial risk management policy and objectives, and approve the
parameters within which the various aspects of financial risk management are operated Treasury and Aviation Fuel
Price Exposure Management policies, which have been approved by the directors, outhine the Group’s approach to
corporate and asset financing, interest rate risk, fuel price nsk, foreign exchange nisk and cash and hquidity
management These policies also hst the financial mstruments and time periods autheorised for use 1n managing
financial risk

The directors have delegated powers for treasury risk management to the Treasury Risk Committee This
Commuttee ensures that the treasury policies and objectives approved by the directors are fully implemented

Liquiduy, financing and interest rate risk

The working capital of the Group 15 financed by retained profit and sales in advance of camage The major nisks to
liquidity are driven by business performance and cash timing differences for the Group’s denvative financial
instruments (see below} The former 1s managed by taking corrective actions n the form of amendments to fleet,
network and the cost base in response to changing external factors and the latter as described in the denvative
financial instruments policy (see below)

All of the Group’s debt 15 asset related, reflecting the capital intensive nature of the airline industry and the
attractiveness of aircraft as security to lenders and other financiers These factors are also reflected in the medium-
term profile of the Group's loans and operating leases

The Group interest rate management policy aims to provide a degree of certamty for future financing costs, this 1s
achieved by funding the majonty of loans and operating leases on a fixed interest rate basis The Group's loans and
operating leases are principally denominated in US dollars

Foreign currency risk

The Group has a sigmificant net US dollar cost exposure Capital, lease and a number of operational costs, most
sigmificantly aviation fuel, are denominated in US dollars In addition the Group 1s exposed to a number of other
currenctes The Group seeks to reduce its foreign exchange exposure ansing in various currenctes through
matching, as far as possible, receipts and payments 1in individual currencies To this extent, where possible, the
Group holds foreign currency balances in the short-term to meet 1ts future trading obligations The loss arsing on
translation of these foreign currency balances in the current year amounted to £6 9m (2070 loss of £22 Im) Where
there 15 a predicted exposure 1n foreign currency holdings, the Group uses a hmited range of hedging instruments as
stipulated n the Treasury and Aviation Fuel Price Exposure Management Policies

Fuel price risk

The Group’s Aviation Fuel Pnice Exposure Management Policy aims to provide protection against sudden and
significant increases wn the jet fuel price while ensuring that the Group may also benefit from price reductions,
having regard to cash margm call exposure In order to provide protection the Group uses a limted range of
hedging mstruments, principally zero-cost collars and forwards, with approved counterparties and within approved
hmats
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Financial risk management {continued)
Derwvative Financial Instruments

The Group uses derivative financial instruments selectively for foreign currency and aviation fuel price risk
management purposes, as described above The Group’s policy 1s not to trade in derivatives but te use these
instruments to hedge anticipated future cash flows The Group does not permit selling currency or jet fuel options,
except as part of a fully matched collar hedging structure  All dervatives are used for the purpose of nsk
management and accordingly they do not expose the Group to market risk as they are matched to 1dentified physical
exposures within the Group However, the timing difference between derivative maturity date and current mark-to-
market value can give rise to cash margin exposure, this risk 1s managed through choice of instrument, appropriate
counterparty agreements and, where required, cash deposits with counterparties Counterparty credit risk 1s
controlled through mark-to-market based credit limits

Dividends

The directors recommend that no ordmnary mterim (2010 £mi) or final (2010 £mf) dividend be paid 1n respect of
the year ended 28 February 2011

Charitable donations

The Group made charitable donations of £ml (2010 £mil} duning the year

Auditors

Pursuant to Section 487 of the Companies Act 2006, the auditors wall be deemed to be reappointed and KPMG LLP
will therefore continue n office

The directors who held office at the date of approval of this Dirgctors’ report confirm that, so far as they are each
aware, there 15 no relevant audit informatton of which the Company’s auditors are unaware and each director has
taken all the steps that he ought to have taken as a director in order to make himself aware of any relevant audit
information and to establish that the Company’s auditors are aware of that information

By order of the Board

mm Company Secretariat
The Office, Manor Royal

lan de Sousa Crawley West Sussex
Company Secretary RH10 9NU
3 May 2011
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Statement of directors’ responsibilities

The directors are responsible for preparing the Directors’ report and the financial statements in accordance with
apphcable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have elected to prepare the Group and Parent Company financial statements in accordance with UK
Accounting Standards and apphcable law (UK Generally Accepted Accounting Practice)

Under company law the directors must not approve the financial statements unless they are satisfied that they give a
true and fair view of the state of affairs of the Group and Parent Company and of their profit or loss for that period

In preparing each of the Group and Parent Company financial statements, the directors are required to

. select suitable accounting policies and then apply them consistently,
. make judgements and estimates that are reasonable and prudent,
. state whether apphcable UK Accounting Standards have been followed, subject to any matertal departures

disclosed and explained in the financial statements, and

. prepare the financial statements on the going concem basis unless 1t 15 inappropnate to presume that the
Group and Parent Company will continue 1n business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Group and Parent Company’s transactions and disclose with reasonable accuracy at any time the financial position
of the Parent Company and enable them to ensure that its financial statements comply with the Companies Act
2006 They have general responsibility for taking such steps as are reasonably open to them to safeguard the assets
of the Group and Parent Company and to prevent and detect fraud and other rregularities



KPMGLLP

15 Canada Square
London

El4 5GL

United Kingdom

Independent auditor’s report to the members of Virgin Atlantic Airways Limited

We have audited the financial statements of Virgin Atlantic Airways Limited for the year ended 28 February 2011 set out on pages 10 to 33
The financial reporting framework that has been applied in their preparation 1s applicable law and UK Accounting Standards (UK Generally
Accepted Accounting Practice)

This report 15 made solely to the Company’s members, as a body, in accordance with Chapter 3 of Part 16 of the Compames Act 2006 Our
audit work has been undertaken so that we might siate to the Company’s members those matters we are required to state to them m an
auditor’s report and for no other purpose  To the fullest extent permuited by law, we do not accept or assume responsibility to anyone other
than the Company and the Company's members as a body, for our audnt work, for this report, or for the epmions we have formed

Respective responsibilities of directors and auditor

As explatned more fully in the Statement of Directors’ Responsibilities set out on page 8, the directors are responsible for the preparation of
the financia! statements and for being satisfied that they give a true and fair view  OQur responsibility 1s to audit, and express an opinion on,
the financial statements m accordance with applicable law and International Standards on Audsting (UK and Ireland) Those standards
require us to comply with the Auditing Practices Board's Ethical Standards for Audrtors

Scope of the audit of the financial statements

An audit involves oblamning evidence about the amounts and disclosures n the financtal statements sufficient to give reasonable assurance
that the financial statements are free from matenial musstatement, whether caused by fraud or error  This includes an assessment of

» whether the accounting policies are appropriate to the Group’s and Parent Company's circumstances and have been consistently applied
and adequately disclosed,

* the reasonableness of sigmificant accounting estimates made by the directors, and

= the overall presentation of the financial statements

Opinion on finanaal statements

In our opinion the financial statements

* give a true and fair view of the state of the Group’s and of the Parent Company’s affaurs as at 28 February 2011 and of the Group's profit
for the year then ended,

* have been properly prepared in accordance with UK Generally Accepted Accounting Praciice, and

* have been prepared in accordance with the requirements of the Companies Act 2006

Optnion on other matter prescribed by the Companies Act 2006

In our opiion the information given n the Directors’ Report for the financial year for which the financial statements are prepared 1s
consistent with the financial statements

Matters on which we are required to report by exception

We have nothing lo report in respect of the following matters where the Companies Act 2006 requires us to report to you tf, 1 our opinion

= adequate accounting records have not been kept by the Parent Company, or returns adequate for our audit have not been received from
branches not visited by us, or

= the Parent Company financial statements are not in agreement with the accounting records and returms, or

» certain disclosures of directors’ remuneration specified by law are not made, or

* we have not recerved all the information and explanations we require for our audit

John Hills (Senior Statutory Auditor)

for and on behalf of KPMG LLP, Statutory Auditor
Charntered Accountants

c[ May 2011
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Consolidated profit and loss account
Jor the year ended 28 February 2011
2011 2010
Note Before Exceptional Total Before  Exceptional Total
exceptional items exceptional items
items (note 6) items (note 6)
£fm £fm £fm £m £m £m

Turnover 2 2,263 5 - 22635 1,984 1 - 1,984 |
Cost of sales (1.946.3) “42) (1,950 5) (1,835 1) (15 8) (1,850 9)
Gross profit 372 42) 3130 149 0 (15 8) 1332
Adminstrative (283 8) (10 6) (294 4) (275 2) (41 3) (316 3)
expenses
Other operating 69 - 69 (22 1) 579 358
(expense)/income
Operating 265 (14 8) 117 (148 3) 08 (147 5)
profit/(loss)
Loss on disposal of
fixed 35) ©1n
assets (
Interest recetvable and
similar income 4 76 27
Interest payable and
similar charges 5 (133) (13 6)
Profit/(loss) on
ordinary activities 6 25 (158 %)
before taxation
Tax on profit/(loss) on 87 333
ordinary activities 8
Profit/(loss) for the 112 (125 2)
financial year 18

There were no recognised gains or losses other than the loss for the year The loss for the year anises from
continuing operations

The notes on pages 13 to 33 form part of these financial statements

' Other operating {expense)income relates to exchange gams and losses ansing on re-translation of US Dollar denominated
balances held in the short-term to meet future US Dollar denominated trading obligations and n the prior year also ncludes the
exceptional mcome relating to compensation payments from suppliers that have not fulfilled their contractual obligations

10



Virgin Atlantic Airways Limited and subsidiary companies
Directors’ report and consolidated financial statements
28 February 2011

Consolidated balance sheet
at 28 February 2011

Note 2011 2010
£m £m £m fm £m fm
Fixed assets
Intangible assets 9 3R3 383
Tangible assets 10 2919 3034
Investments 1 140 153
3442 3570
Current assets
Stocks 12 307 285
Debtors due within one year i3 3796 3850
Debtors due after one year 13 1121 1735
4917 5585
Cash at bank and in hand 569 7 444 1
1,092 1 10311
Creditors amounts falling due
within one year 14 {901 5) (816 8)
Net current assets 190 6 2143
Total assets less current habilitres 5348 5713
Creditors amounts falling due
after more than one year i5 (7197 (101 %)
Prowisions for habilities and charges 16 {280 2) 306 1)
Net assets 1749 1637
Capital and reserves
Called up share capital 17 4.5 45
Share premium account 18 50 50
Other reserves 18 250 250
Profit and loss account 18 140 4 1292
Shareholders’ funds 19 1749 1637

These financial statements were approved by the Board of Directors on 3 May 2011 and were signed on 1ts behalf
by

O talav
-
Timothy Livett

Director

The notes on pages 13 to 33 form part of these financial statements
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28 February 2011
Company balance sheet
al 28 February 2011
Note 2011 2010
£m £m £m £m £m £m
Fixed assets
Intangible assets 9 383 383
Tangible assets 10 2984 3098
Investments il 141 153
asos 3634
Current assets
Stocks 12 307 285
Debtors due withim one year 13 3997 404 7
Debiors due after one year 13 108 8 1699
508 5 5746
Cash at bank and in hand 560 8 4370
1,100 0 L0401
Creditors amounts falling due
within one year 14 (923 9) (818 2}
Net current assets 1761 2219
Total assets less current habihities 5269 5853
Creditors amounts falling due
afier more than one year Is (7979 {101 5)
Provistons for habilities and charges 16 (268 %) 3167
Net assets 178 9 167 1
Capital and reserves
Called up share capual 17 45 45
Share premium account 18 50 50
Other reserves 18 250 250
Profit and loss account 18 144 4 1326
Shareholders’ funds i9 1789 167 1

These financial statements were approved by the Board of Directors on 3 May 2011 and were signed on its behalf

by

Om\;&m

Timothy Livett
Director

The notes on pages 13 to 33 form part of these financial statements
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(formng part of the financial statements)

1

Principal Accounting policies

The following accounting policies have been applied consistently in dealing with matters which are
considered material 1n relation to the consolidated financial statements

Basis of preparation

The consolidated financial statements have been prepared under the historical cost convention and in
accordance with the Companies Act 2006 and applicable United Kingdom accounting standards

The Virgwin Atlantic Limued board having regard for the principle risks and uncertainties, as set out n the
Director’s report, which could impact the business, consider that the preparation of the financial statements
on a going concern basis remams appropriate

The Company has taken advantage of section 408 of the Companies Act 2006 and a separate profit and loss
account for the Company has not been pubhished The result for the year attnibutable to the Company 1s
disclosed 1n note 18

Under Financial Reporting Standard 1 (Revised), the Group 1s exempt from the requirement to prepare a
cash flow statement on the grounds that 1t 15 a wholly owned subsidiary undertaking of Virgin Atlantic
Limited The Group’s cash flows are included within the consolidated cash flow statement of this
company

Basis of conselidation

The financial statements consohdate Virgin Atlantic Airways Limited {“the Company”) and 1ts subsidianies
(together “the Group™ The acquisition method of accounting has been adopted

Turnover

Tumover 15 stated gross of commission and comprises revenue from passenger ticket sales, cargoe and
ancillary goods and services in respect of flights operated in the accounting period Revenue relating to
flights commencing after the accounting period, together with any commission thereon, 1s carried forward
as deferred income Unused tickets are recogmised as turnover on a systematic basis

Compensation payments

Income resulting from claims for compensation payments 15 recognised as income 1n the profit and loss
account when all performance obhgations are met, including when a contractual entitlement exists, 1t can
be reliably measured (including the impact of the receipt, 1f any, on the underlying assets’ carrymg value)
and 1t 1s probable that economic benefits will accrue to the Group

Translation of foreign currencies

Transactions in foreigh currencies are recorded using the rate of exchange ruling at the date of the
transaction, or, if hedged, at the forward contract rate Monetary assets and habilities denominated 1n
foreign currencies are translated using the rate of exchange ruling at the balance sheet date or, 1If
appropriate, at the forward contract rate  All exchange differences are mcluded in the profit and loss
account

Any gans or losses ansing on the re-translation of foreign currency balances held m the short-term to meet
future trading obhgations are reported as part of Other operating (expense)/income n the profit and loss
account

Dervative financial instruments

The Group uses various derivative financial instruments to manage 1ts exposure to foreign exchange and jet
fuel price nsks  Gains and losses on hedges of revenue or operating payments, including amounts received
or paid on hedges closed cut 1n advance of matunity, are recognised in the profit and loss account of the
period 1n which the hedged transaction matures or would have matured
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Notes {connnued)

Principal Accounting policies (continued)
Pension costs

The Group participates in defined contribution pension schemes The assets of the schemes are held
separately from those of the Group in independently admunustered funds

The amount charged n the profit and loss account represents the contributions payable to the schemes by
the Group 1n respect of the accounting period

Taxaton

Current tax 1s provided at amounts expected to be paid (ot recovered) using the tax rates and laws that have
been enacted or substantively enacted by the balance sheet date

Deferred tax 1s recogmised n respect of all timing differences that have oniginated but not reversed at the
balance sheet date where transactions or events that result in an obligation to pay more tax in the future or a
right to pay less tax n the future have occurred at the balance sheet date Timing differences are
differences between the Group’s taxable profits and us results as stated 1n the financial statements that anse
from the inclusion of gains and losses in tax assessments in periods different from those in which they are
recognised m the financial statements

A net deferred tax asset 1s regarded as recoverable and therefore recogmsed only when, on the basis of all
available evidence, 1t can be regarded as more likely than not that there will be surtable taxable profits from
which the future reversal of the underlying iming differences can be deducted

Deferred tax 15 measured on a non-discounted basis at the tax rates that are expected to apply n the periods
in which timing differences reverse, based on tax rates and laws that have been enacted or substantively
enacted by the balance sheet date

Intangible fixed assets

The Group had previously amortised purchased landing slots over their useful economic hfe which was
estimated at 20 years from the date at which they came into service The directors reassessed this economic
hfe mn view of the Open Skies agreements which came into effect im 2008 and which increased and
developed a more transparent market for slots and also 1n view of the legal nghts for slots which provide
that the holder has “grandfather rights’ for landing slots which continue for an mdefinite period As a result
of those developments purchased landing slots are considered to have an indefinite economic hfe and are
not amortised Instead, they are subject to an annual impairment review and a provision 1s recogmised for
any identified impairment

Tangible fixed assets
Tangible fixed assets are stated at cost, net of depreciation and any provision for iImpawrment

Depreciation 1s calculated to write off the cost, less estimated residual value, on a straight-hne basis over
the useful life of the asset, or the penod of the underlyng finance lease if shorter

Aurcraft and engine maintenance costs 1n respect of major overhauls which are typically carried out at
imervals greater than one year are capitalised and depreciated by reference to therr units of economic
consumption, typically hours or sectors flown Part of the mitial cost of new or used aircraft 1s treated as
such maintenance expenditure based upon 1ts maintenance status on acquisition and the then current cost of
the maintenance procedures

The balance of awcraft and engine cost 1s depreciated on a straight-line basis over periods of up to twenty
five years, so as to reduce the cost to estmated residual value at the end of that period The effective
depreciation rate per annum in respect of new wide-bodied awrcraft 1s approximately 4%

Rotable spares are depreciated on a straight-line basis so as to reduce the cost or valuatien to estimated
residual value at the end of their useful lives The effective deprectation rate per annum in respect of
rotable spares 158 7 25% or 12 5% dependent on type
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Principal Accounting pelicies (contnued)
Tangible fixed assets (continued)

Expenditure incurred on modifications to aircraft under operating leases is depreciated on a straight-hne
basis to a mil residual value over a period not exceeding the remaining lease pertod

The buildings n freehold land and buildings are beng depreciated over a penod of 50 years, on a straight-
line basis

Neo depreciation 1s previded 1n respect of assets in the course of construction

Other tangible fixed assets are depreciated at the following rates

Fixtures and fittings - 20% - 25% on cost

Plant and equipment - 25% - 33% on cost

Computer equipment and software - 25% - 33% on cost

Motor vehicles - 25% on cost

Leasebold improvements - lower of useful economic hife or period of lease
Stocks

Stocks are stated at the lower of cost and net realisable value Provision 1s made for obsolete, slow-moving
or defective items where appropriate

Cash and hiqud resources

Cash at bank and n hand includes both cash and hquid resources Cash includes cash in hand and deposits
repayable on demand held with any financial mstitution  Liquid resources include term deposits

Leases

Rentals under operating leases are charged to the profit and loss account on a straight-line basis over the
lease term, even 1f the payments are not made on such a basis Where operating lease charges are vanable
based on prevaihing interest rates, costs are recogmsed prospectively over the remaining term of the lease

Assets held under finance leases and other similar contracts, which confer nights and obliganons similar to
those attached to owned assets, are capitalised as tangible fixed assets Depreciation 1s provided at rates
designed to wnite off this cost less residual value 1n equal annual amounts over the shorter of the pertod of
the lease or the anticipated useful hife of the asset The capital elements of future lease obligations are
recorded as liabihties and the interest element 1s charged to the profit and loss account over the period of
the lease 1n proportion to the balance outstanding

Leasehold dilapidations and onerous lease provisions are discounted with the unwinding of the discount
being taken to the profit and loss account

Aircraft maintenance costs

Routine maintenance costs are charged to the profit and loss account as incurred Maintenance costs for
overhauls refating to arcraft and engines held under operating leases for which there 1s a contraciual
obligation are provided for by making appropniate charges to the profit and loss account For owned
arrcraft and engines, major overhaul expenditure 15 capitalised and depreciated by reference to the units of
economic consumption, typically hours or sectors flown

Where the effect 1s material, the provision for maintenance costs 1s discounted to present value using a
current pre-tax discount rate that reflects the nsks specific to the hability

Development expenditure

Development expenditure, relating to the setting up of new routes and introducing new aircraft to the fleet,
15 charged to the profit and loss account as incurred
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Principal Accounting policies (continued)

Freguent flyer programme

The estimated mcremental cost of providing free travel and other rewards n exchange for redemption of
miles earned by members of The Flyg Club frequent flyer scheme 13 accrued at the expected redemption
rate as members of this scheme accumulate mileage

Revenue from sales of miles to thitd parties 1s deferred and recognised when flown
Long Term Incentive Plan (LTIFP)

The Group accrues for any element of foreseeable future awards for employees and directors under LTIPs
which have been agreed by the Board of Directors, and which are deemed to have been earned in the
current period
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2

Analysis of turnover

In the opinion of the directors, there is only one core activity that of operating nternational long-haul
scheduled awline services from the UK Other income includes income from engineenng services and
license fee income relating to nghts over use of the Virgin name and nts intetlectual property

2011 2010
£m fm
Scheduled airling services 2,246 2 19700
Other 173 141
2,263 5 19841
Scheduled airline services by source

Umted Kingdom 1,294 4 1,186 5
North Amenca and the Canbbean 3992 331
Far East 1852 146 4
Africa 148 8 1257
Other 2186 1803
2,246.2 1,970 0

Scheduled arrline services by destination
North Amenca 1,193.2 1,001 9
Caribbean 2208 2167
Far East 3278 2705
Affica 294 5 2626
Other 2099 2083
2,246 2 1,970 0

The geographical analysis of revenue by source 1s derived by allocating revenue to the area in which the
sale 1s made

The geographical analysis of revenue by destination 1s derived by allocating revenue from mbound and
outbound services between the United Kingdom and overseas points to the geographical area in which the
relevant overseas pomnt lies

A geographical analysis of the Group operating profit 1s not disclosed as 1 1s neither practical nor
meamngful to allocate the Group’s operating expendnure on a geographical basis

Since the aircraft fleet (which 1s the major revenue-earning asset of the Group) 1s employed flexibly across
a worldwide route network, there 15 no suitable basis of allocating such assets and related hablities to
geographical segments and accordingly no geographical analysis of assets or net liabihties 15 disclosed
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3

Staff numbers and costs

28 February 2011

The average number of persons employed by the Group (including directors), analysed by category, was as

follows

Management and admumstration
Fhight crew

Cabin crew

Reservations and sales
Engineenng, carge and production

The aggregate payroll costs (including directors) of these persons were as follows

Wages and salanes
Social secunty costs
Other pension costs (note 25)

Interest recervable and similar income

Interest on bank deposits

Finance income from fixed asset mvestments (note 1)
Exchange gains on foreign currency deposits less borrowings
Unwinding of discount on accrued income

Interest payable and simular charges

Interest on bank loans, overdrafts and similar charges

Interest payable to group undertakings

Finance charges in respect of finance leases and ture purchase contracts
Exchange loss on foreign currency borrowings less depoesits
Unwinding of discount on provisions (note 16)

2011 2010
627 641
T4 740

3,289 3,602

1,865 1,879

1,051 1,085

7,546 7,947

2011 2010
£m tm

2279 2396

220 237

175 183
167 4 2816

2011 2010
£m £m
490 11
12 12
14 -
10 04
76 27
2011 2010
fm £m
95 89
24 2t
09 01
- 22
0§ 03
133 136
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6

Profit/(loss) on ordinary activittes before taxation

2011 2010
£m fm
Profit/floss) on ordmary actrvittes before taxation 15 stated after
(crediting)/ charging
Depreciation of tangible fixed assets (note 10) 578 611
Rentals under operating leases
Arrcraft and related equipment 186 7 2222
Hire of plant and machinery 112 12
Land and bulldings 199 242
Loss on disposal of fixed assets 35 ol
Exceptional items
Cost of sales (sec below) 42 158
Administrative expenses (see below) 106 413
Other operating (mcome) - (379)
Other operating expense (sce below) 69 221

Fees payable to the Group’s auditor and i1ts associates for services other than the statutory audit of the
Parent Cempany and subsidiartes are not disclosed i Virgin Atlantic Arrways Limited’s accounts since the
consolidated accounts of Virgin Atlantic Airways Limited’s parent, Virgin Atlantic Limited, are required to
disclose non-audit fees on a consolidated basis Fees payable to the Company’s auditor for the audit of the
Company’s annual accounts are £192,000 (2070 £7151,000) Fees payable to the Company’s auduor for
the audit of the Company’s subsidiaries pursuant to legislation are £9,000 (2010 £9,000)

Exceptional items n the current year relate to the incremental costs incurred as a result of the volcanic
eruption 1 leeland 1 Apnl 2010, following which the UK’s mam aw traffic control service provider
(‘NATS’) closed UK awrspace for 6 days The Group incurred costs of £106m relating 1o the care of
passengers awaiting repatriation to their home base (included in administrative expenses) and £4 2m of
additional operating costs which included the chartering of aircraft to repatriate stranded passengers, crew
costs and fuel costs ansing from the changes to standard flight paths necessary to avoid the ash cloud n
May 2011 (included 1n cost of sales)

Exceptional cost of sales in the prior year relates to restructure costs incurred by Virgin Atlantic Arrways
Limited in response to the global economic downturn  The charge of £15 8m n the year comprised costs
of £6 8m associated with the voluntary severance scheme and redundancy programme for all direct staff
(including crew, pilots and awrport staff) and the recognition of an onerous lease provision of £9 0m 1n
respect of two awcraft parked during the year

Exceptional admimistrative expenses 1n the prior year relate to restructure costs associated with the
voluntary severance scheme and redundancy programme for all overhead staff incurred by Virgin Atlantic
Aiwrways Limited 1n response to the global economic downturn, and the recogmition of a provision n
connection with the ongoing competition vestigations nto varnous aspects of pricing and commercial
1ssues (n the airhine industry (see note 16)

Exceptional other operating income 1n the prior year relates 10 entitlement to compensation paymenis from
suppliers that have not fulfilled their contractual obligations

Other operating expense 1s the loss arising on re-translation of US Dollar denominated balances held in the
short-term to meet future US Dollar denominated trading obligations
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7 Emoluments of directors

During the period of their service, the emoluments of the directors of the Company were

2011 2010

fm £m

Aggregate emoluments paid 10 12
Company contnbutions to money purchase pension schemes 01 01
Aggregate amounts recetvable under Long Term Incentive Schemes - 03

Aggregate emoluments receivable for the financial year were £2 1 milhon (20/0 £! 0m) Aggregate
amounts recetvable for the financial year under Long Term Incentive Schemes were £ml (2010 £ril}

Retirement benefits are accruing to 4 (2010 3) directors under money purchase pension schemes

No directors exercised any share options in the year

011 2010
£m fm
Highest pard director
Apggregale emoluments and other benefits paid 04 05
Company contributions to money purchase pension schemes - -
Aggregate amounts recervable under Long Term I[ncentive Schemes - 02
04 07

Aggregate emoluments and other benefits of the highest paid director receivable for the financial year were
£08 milhon (2010 £04m) Aggregate amounts receivable for the financial year under Long Term
Incentive Schemes were £ml (2010 £nil)
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Tax on profit/(loss) on ordmnary activities

Analyss of (credm) in pertod

Current tax

UK corporation tax payable
Adyustments in respect of prior periods
Non - UK corporation lax payable

Total current tax

Deferred tax
Ongunatton and reversal of ttming differences
Adjustments in respect of prior years

Effect of decrease 1n tax rate

Total deferred tax

Tax (credit} on profit/{loss} on ordinary activities

Directors” report and consohdated financial statements

28 February 2011
2011 2010
£fm fm
04 -
(0 B) -
01 -
03) -
14 (332}
(50) (o1}
(48) -
(8 4) (333)
87 (333

The standard rate of UK corporation tax for the year is 28% (2010 28%) The actual current tax charge for
the year differs from that computed by applying the standard tax rate to the profit/(loss) on ordinary

activities before tax as reconciled below

Profit/(loss) on ordinary activities before taxation

Tax at the standard rate at 28% (2010 28%;)

Factors affecting the charge for the year

Income not subject to corporation tax

Depreciation for the year in excess of capital allowances
Adjustments m respect of pnor penods

UK tax losses not utilised or recognised

Utilisation of UK lax losses bffwd

Other iming differences

Expenses not deductible for tax purposes

Total current tax

2011 2010
fm £m
25 (158 5)
07 {44 4)
02 04)

1169 55

(08) -
- 228

(124) -

(10) 50
15 115

03) -

The current tax charge for the year includes a credit of £1 Om (20180 £nif) 1n respect of the tax effect of the

loss on disposal of fixed assets

21
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8 Tax on profit/(loss) on erdinary activities (continued)

The Emergency Budget on 22 June 2010 announced that the UK corporation tax rate will reduce from 28%
to 24% over a period of 4 years from 2011 The first reduction in the UK corporation tax rate from 28% to
27% was enacted on 27 July 2010 and will be effective from | April 2011 The Budget on 23 March 2011
announced further measures to reduce the UK corporation tax rate to 23% by 2014 An additional
reduction of 1% will decrease the rate of UK corporation tax from 28% to 26 % with effect from 1 Apnl
2011

These changes will reduce the Company’s future current tax charge accordingly The measurement of
deferred 1ax 15 based upon the expected change n rate to 27% as enacted at the balance sheet date This
had the effect of reducing the deferred tax lability recognised at the balance sheet date by £4 8m  If the
rate change to 26% had been substantively enacted on or before the balance sheet date it would have had
the effect of reducing the deferred tax hability recognised at that date by £39m It has not yet been
possible to quantify the full anticipated effect of the announced further 3% rate reduction, although this
will further reduce the Company's future current tax charge and reduce the Company’s deferred tax
habihty accordingly

Intangible assets

Group and Company Landing
slots
£m
Cov
At | March 2010 and 28 February 2011 490
Amortisation
At | March 2010 and 28 February 2011 107

Net book value

At 28 February 2010 and 28 February 2011 383

Refer to note 1 for the accounting policy relating to intangible fixed assets

The directors have conducted an impairment review at 28 February 2011 and based on this review no
impairment adjustment need to be recognised
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Tangible fixed assets

Group

Cost

At 1 March 2010
Additions
Disposals
Reclassifications

At 28 February 2011

Depreciation

At 1 March 2010
Charge for the year
Disposals

At 28 February 2011

Net book value
At 28 February 2011

Al 28 February 2010

Included in aircraft,
£19 9m)

Virgin Atlantic Airways Limited and subsidiary compames
Durectors’ report and consolidated financial statements

28 February 2011
Land and Assets in Aircraft, Modifications Plant and Total
bumldings the course of rotable toawrcrafton  machinen,
construction  spares and operating fixtures
ancillary leases and
equpment fittings
fm £m fm £m £m £m
300 177 3753 190 1 2544 8675
- 202 265 09 37 513
- (24) 42) 49) (69) (184)
- (17 6) - 15 16 1 -
3o 179 397.6 1876 2673 900 4
20 - 2060 1587 197 4 564 1
05 - 143 195 235 578
- - 22) (49) (63) (13 4)
15 - 2181 1733 2146 608 5
275 179 1795 143 517 291¢
280 177 1693 314 570 3034

rotable spares and ancillary equipment are progress payments

23

of £20 Im (2010
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Virgin Atlantic Airways Limited and subsidiary companies
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Tangible fixed assets {continued)

Company

Cost

At 1 March 2010
Additions
Disposals
Reclassifications

At 28 February 2011

Depreciation

At 1 March 2010
Charge for the year
Disposals

At 28 February 2011

Net book value
At 28 February 2011

At 28 February 2010

28 February 2011
Land and Assets in Awcraft, Modifications Plant and Total
bwildings the course of rotable to aircrafton  machinery,
construction  spares and operating fixtures
ancillary leases and
equipment fittings
£m £m £m fm £m £m
Joo 177 3753 150 1 2537 866 8
- 202 265 09 37 513
- (24) 42) (4 9} ©1) (17 6)
- (17 6) - 15 16 1 -
300 179 3976 1876 2674 900 5
20 - 1989 1587 1974 5570
05 - 149 194 233 581
- - 2n (49) (6 0) (130
25 - 2117 1732 2147 6021
2758 179 1859 144 52.7 298 4
280 177 176 4 314 563 3098

Included n aircraft, rotable spares and ancillary equipment are

£19 9m)

progress payments of £20 Im (20/0

The following fixed asset categories include assets held under finance leases and hire purchase contracts

Group and Company

Net book value

Aurcrafi, rotable spares and ancillary equipment

Plant and machinery

Depreciation charged for the year
Aurcrafi, rotable spares and ancillary equipment

Plant and machinery

2011
£m

542
15

2010

During the year, the Group entered into no new finance lease and hire purchase contract arrangements in
respect of tangible fixed assets (20/0 £19 8m) Finance leases are shown notes 14 and 15
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11 Fixed assef Investments

Group and Company Investments
£m

Cost

At 1 March 2010 153

Addittons 11

Repayment of unsecured loan noles (24)

At 28 February 2011 140

Ner book value 140

At 28 February 2011

At 28 February 2010 153

[nvestments represent an investment 1o Airhne Group Limited consisting of equity and unsecured loan

notes
12 Stocks
Group and Company
2011 2010
fm fm
Aarcraft consumable spares 295 258
Finished goods and goods for resale 04 08
Fuel stocks 02 19
Uniforms and other 06 -
307 285
13 Debtors
Amounts falling due within one year Group Company
2011 2010 2011 2010
im f£m £m £m
Trade debtors 1845 179 3 184 5 1793
Amounts owed by group undertakings 112 161 34 360
Other debtors 1333 147 4 1332 147 2
Corporation tax 08 - 08 -
Prepayments and accrued income 498 422 49 8 422
3796 3850 3997 404 7
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13 Debtors (continued)
Amounts falling due after more than one year Group Company
2011 2010 2011 2010
£m £m £fm fm
Amounts ewed by group undertakings 141 16 4 141 16 4
Other debtors 423 1102 390 106 6
Prepayments and accrued income 557 469 557 46 9
121 173 5 1088 1699
Included within other debtors due within one year 15 an amount of £23 8m (2010 £94 8m) relating to
margin calls on open derivative positions
14 Creditors. amounts falling due within one year
Group Company
2011 2010 20m 2010
£m fm £m fm
Bank loans and overdraft 69 8 162 698 162
Secured bank loans (note 15) 154 102 154 102
Unsecured bank loans . 13 - 13
Obligations under finance leases and hire
purchase contracts (note 20) 31 s 31 15
Trade creditors 672 534 672 534
Amounts owed to group undertakings 919 1180 943 1200
Group relief payable - 08 203 05
Other taxes and social security 95 86 95 86
Other creditors 217 139 217 139
Accruals and deferred income 6229 5509 6226 5906
9015 8168 9139 8182
Included within other creditors due within one year 1s an amount of £17 Om (20/0 £12 2m) relating to
margin calls on open denvative positions
15 Creditors amounts faling due after more than one year
Group Company
2011 2010 2011 2010
£m fm £fm fm
Secured bank loans 262 342 262 342
Obligations under finance leases and hure
purchase contracts (note 20) 135 178 135 17 8
Amounts owed to group undertakimgs 145 167 145§ 16 7
Accruals and deferred income 255 328 155 328
797 1015 797 1015

The secured bank loans totalling £41 6m (2010 £44 4m) are secured by mortgages over certain awrcrafi
None (2010 £ml) of these loans fall due for repayment after five years The interest rates charged n the
year n respect of these loans are tn the range from 0 625% to 2 75 % above USS LIBOR
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16

Provisions for habilities and charges

Total provisions at 28 February 2011 were £280 2m for the Group (2010 £306 Im) and £268 3m for the
Company (2010 £316 7m)

Total provisions comprise amounts n respect of

1

Deferred taxation balance at 28 February 2011 was £105 7m for the Group (2010 £114 Im) and
£103 3m for the Company (2010 £132 Onj The movement in the year relates to amounts released of
£8 4m for the Group and £28 7m for the Company

The amounts provided for deferred taxation at 27% (20/0 28%) are as follows

Group Company
2011 2010 2011 2010
£m £m £m £m
Accelerated capital allowances 1199 142 8 1157 137 1
Other timing differences 58 (74) 40 5N
UK tax losses (8 4) (21 3) (84) -
105 7 1141 103.3 1320

Maintenance balance at 28 February 2011 was £128 2m for the Group (20/0 £129 5m) and was
£118 7m for the Company (2010 £i122 2m) The movement n the year 1s made up of a gain due to
foreign exchange translation of £7 3m for the Group and £6 7m for the Company, amounts provided in
the year of £47 2m for the Group and £43 7m for the Company and amounts utilised n the year of
£41 2m for the Group and £40 5m for the Company

Onerous contracts balance at 28 February 2011 of £0 4m for the Group and Company (2010 £12 8m
Group and Company) The movement in the year 1s made up of a loss due to foreign exchange
translation of £0 5m, amounts released 1n the year of £6 Om, amounts utilised 1n the year of £7 3m, and
unwinding of the discount of £0 3m

Leasehold dilapidations balance at 28 February 2011 of £2 3m for the Group and Company (20/0

£2 Im Group and Company) The movement i the year 1s made up unwinding of the discount of
£0 2m

Litigation at 28 February 2011 of £43 6m for the Group and Company (2010 £47 6m Group and
Company) These provisions represent the estimated outstanding cost ansing from both the settlement
of civil actions anising from the nvestigations by competition authorities in a number of jurisdictions
i which Virgin Atlantic Airways Limited operates into various aspects of pricing and commercial
1ssues tn the airhne industry and an engoing obhigation to co-operate with regulatory bodies The
information usually required by Financial Reporting Standard 12 for these hitigation provisions 1s not
disclosed on the grounds that 1t can be expected to prejudice seriously the outcome of the hitigation
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17 Share capital

2011 2010
£ i
Authorised
4 497,498 ordinary shares of £1 each (equity) 4,497,498 4,497 498
Allotted, called up and fully paid
4 497 498 ordinary shares of £1 each {equity) 4,497,498 4,497 498
18 Reserves
Group Share Capital Profit and
premium  contribution loss
account reserve account
£m £m £m
Balance at 1 March 2010 50 250 1292
Profit for the financial year - - 12
Balance at 28 February 2011 50 250 140 4
Company Share Capital Profit and
premium  contribution loss
account reserve account
£m £m £m
Balance at 1 March 2010 50 250 1326
Profit for the financial year - - 118
Balance at 28 February 2011 50 250 144 4
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19 Reconcihation of movements in shareholders’ funds
2011 2010
Group £m £fm
Profit/(loss) for the financial year 112 (125 2)
Opening shareholders’ funds 163 7 2889
Closing shareholders’ funds 1749 1637
2011 2010
Company £m fm
Profit/{loss) for the financial year 118 (1247
Opening shareholders” funds 167 1 2918
Closing sharcholders’ funds 1789 167 1
20 Leasing commitments

Group and Company

The capital element of the future mimimum lease payments to which the Group 1s commutted at 28 February
2011 under finance lease and hire purchase contract obhganons mcurred in the acquisition of acraft,
engines, spares and othet equipment are as follows

2011 2010
£m £m

Amounts due within
One year 31 3s
Second to fifth year inclusive 13.3 134
Over five years 02 44
16 6 213

Rentals, net of {inance charges, are included 1n obligations under finance leases and hire purchase contracts
m notes 14 and 15 above

29




Virgin Attantic Airways Limited and subsidiary companies
Dhrectors” report and consolidated financial statements
28 February 2011

Notes (contnued)

20 Leasing commitments (conitnued)

As at 28 February 2011, the Group and Company had annual commitments under non-cancetlable operating
leases as set out below

Group 2011 2010
Land and  Aircraftand Land and Aarcraft and
buitdings other buildings other
£m £m £m fm

Operating leases which expire

Within one year 28 120 34 03
In the second 1o fifth year inclusive 12,3 98 5 156 96 4
Over five years 94 1154 81 1211
245 2259 271 2178

Company 20 2010
Land and  Aurcraft and Land and Aarcraft and
buildings other buildings other
m £m m £m

Operating leases winch expire
Within one year 28 120 34 03
In the second to fifth year inclusive 123 985 156 96 8
Over five years 94 1154 g1 1217
245 2259 271 2188
21 Capital commutments

Group and Company 20m 2010
£m £fm

Capital commitments at the balance sheet date for which no
provision has been made 31142 33585

Capital commnments relating to awrcraft and engine purchases are stated at escalated hist price less progress
payments made
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22

23

Commitments

A substantial proportion of capital expenditure, leasing commitments, fuel and other operating costs are
denominated 1in US Dollars Forward purchase contracts amounting to US$644 3m (2010 US$5420 9m)
outstanding at 28 February 2011, have been taken out to cover part of the exposure risk Of the total
forward purchase contracts, $473 ém relate to deals executed on behalf of Virgin Holidays for which VAA
hold corresponding deals with Virgmn Hohdays, $64 8m relate to deals executed with Virgin Holidays for
which VAA do not hold external corresponding contracts, and $105 9m relate to external deals which VAA
have executed on its own account In addition, the Group has entered into a number of other denvative
financial instruments the maximum potential commutment of which at 28 February 2011 1s US$2,665 9m
(2010 US$2,317 Im)

The far value at 28 February 2011 of all the denvanve contracts held by the Group to meet future
obligations 1n respect of foreign exchange, fuel hedging and mterest rate swap contracts 15 a negative fair
value of £13 4m (2010 negative far value £151 4m) This 1s compnised of a positive fair value of £78 3m
(2010 negative fair value £152 7m) n respect of fuel hedging derivatives, a negative fair value of £16 9m
(2010 negative fuir value £13 8m) 1n respect of interest rate swaps and a negative fair value of £74 8m
(2010 positive feur value £15 Im) i respect of foreign currency derivatives

Certain forward purchase contracts are entered o by Virgin Atlantic Airways Limited on behalf of Virgin
Hohdays Limted The fair value of these forward purchase contracts at 28 February 2011 1s a neganve fair
value of £5 7m These fair values have been reflected 1n the disclosures shown above

The tming difference between derivative maturity date and current mark-to-market value can give rise to
cash margin exposure, this risk 15 managed through choice of mstrument, appropriate counterparty
agreements and, where required, cash deposits with counterparties (notes 13 and 14)

Subsidiary undertakings

The subsidiaries of the Company as at 28 February 2011 were

Country of % Ordinary Principal
mncorporation 1ssucd shares activity
or registration

Principal subsidaries

Virgarr Limited England and Wales 100 Leastng of arcraft
VA Cargo Limited England and Wales 100 Cargoe management
Virgin Airways Limiuted England and Wales 100 Online marketing
Greenart Limited England and Wales 100 Non-trading
Virgin Atlantic Engineering Limited England and Wales 100 Non-trading
Virgin Atlantic Consohdated Limited England and Wales 100 Dormant

The proportion of voting rights held by the Group in each of its subsidiaries 1s the same as the proportion of
ordinary shares held

All subsidiaries have been included 1n the consohdation All entittes 1n the consolidation have the same
accounting reference date
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26

Contmgent habilities

The competition authorities 1n a number of junisdictions are in the process of investigating vanous aspects
of pricing and commercial 1ssues in the arrline industry The Company 1 co-operating mn full with such
investigations and has carried out certain internal snvestigations to its comphance with competition laws
No further disclosures regarding contingent hamihmes ansing from these mvestigations are being made by
the Company at this tme since the directors of the Company believe that such disclosures might be
expected to be seriously prejudicial to the position of Virgin Atlantic Airways Limited

The Company and certain subsidiary companies had contingent habiliies at 28 February 2011 1n respect of
indemnittes under certain financing and other arrangements which are partly secured by charges over
designated short term deposits of £8 9m (2010 £7 Im), of which £7 5m (2010 £5 6m) 1s matched by a
Liability under the maintenance provision

The Company and certain subsidiaries are parties to a Group set-off agreement in respect of certain bank
accounts as a result of which any overdrawn balances of the Company or subsidianies covered by this
agreement are set-off agaimnst the cash at bank and n hand of the Group

The Company 1s a guarantor under certain financing arrangements of other group companies

Penston schemes

The Group operates defined contribution pension schemes The assets of the schemes are held separately
from those of the Group in independently admimistered funds There were no outstanding or prepaid
contributions at 28 February 2011 (2010 £aif)

Related party transactions

As at 28 February 2011, the Company’s ultimate parent company was Virgin Group Holdings Limited,
whose principal sharcholders ate certaim trusts, none of which individually has a controlling interest n
Virgin Group Holdings Limited The principal beneficiaries of those trusts are Sir Richard Branson and
his immediate family The shareholders of Virgm Group Holdings Limited have iterests directly or
indsrectly 1n certain other companies, which are considered to give nise to related party disclosures under
Fmancial Reporting Standard 8
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26 Related party transactions (conrnintied)

The Company, being a wholly owned subsidiary undertaking of Virgin Atlannc Limited, has taken
advantage of the exemption contained m Financial Reporting Standard 8 and has therefore not disclosed
transactions with entities which form part of the group or investees of the group quahfying as related
entities

The following 1s a summary of materal transactions and balances by the Group and Company with related
ennttes which are required to be disclosed by Financial Reporting Standard 8

Year Ended 28 February 2011 Balances due to Balances due
Resenue  Purchases the Group from the Group
£m £fm £m £m
Compantes related by wvirtue of common control or
ownership
Virgin America Inc 01 - - -
V Australia Pty Limited - 117 - 12
Virgin Insight Limited - 02 - -
Virgin Management Limited ol 05 - -
Virgin Money Limited 84 - 13 -
Virgin Trains 05 - 01 -
Companies related by virtue of being an investor n the
Group
Singapore Airhnes Limited - - 01 -

Revenue from related parties primarly relates to airline ticket sales  Other purchases from related parties
represent goods and services purchased for use within the business  All of the above transactions are on an
arm’s length basis

27 Ultimate holding company

As at 28 February 2011, the directors consider the ultumate holding company to be Virgin Group Holdings
Limited, a company registered in the British Virgin Islands

As at 28 February 2011, the largest group in which the results of the Company are consolidated 15 that
headed by Virgin Wings Limited, a company registered in England and Wales, and the smallest group n
which the results of the Company are consohdated 1s that headed by Virgin Atlantic Limited, a company
registered in England and Wales

Copres of the financial statements for both Virgin Wings Limited and Virgin Atlantic Limited may be
obtained from the Registrar of Compantes, Companies House, Crown Way, Cardiff CF14 3UZ

28 Post balance shect cvents

Prior to 1 March 2011, companies within the Group had trademark licenses from Virgin Travel Group
Limited for the use of the Virgin name and logo, which were royalty free  Since 1 March 2011, the terms
of these trade mark licences have been renegotiated such that from 1 March 2011 the Company will pay
royalties to a fellow subsidiary of the Company’s holding company, Virgin Atlantic Limited, based on the
relevant turnover for the Group
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