Virgin Atlantic Airways Limited and
subsidiary companies

Directors’ report and consolidated
financial statements i

28 February 2010

Registered number 1600117

//Il//I//l/l//I//II/I/I///II//ll///I///Il/I////Il/

05/08/2010
COMPANIES Hoyge




Virgin Atlantic Airways Limited and subsidiary companies
Directors report and consohdated financial statements
28 February 2010

Contents Page
President’s statement 1
Directors’ report 3
Statement of directors’ responsibilities 2
Independent auditors’ report to the members of Virgin Atlantic Airways Limited 9
Consolidated profit and toss account 10
Consohidated balance sheet 11
Company balance sheet 12

Notes 13




Virgin Atlantic Airways Limited and subsidiary companies
Drrectors’ report and consolidated financial statements
28 February 2010

President’s statement

As predicted the year ended 28 February 2010 (2009/10) certainly was a tough year for the entire aveation mdustry
The global financial cnisis spilled over into the wider economy and the resulting reduction in airline demand was the
most severe | have ever seen, with IATA forecasting US$9 4 billion of net losses for the global airline industry for
the calendar year 2009

Against this extremely challenging backdrop, Virgin Atlantic Awrways recorded a loss before tax of £158 5m (2009
profit of £49 8m) Turnover dechned by 11% n the year driven by large reductions in demand and yield for airline
services especially in the first half of the year

One of our strengths 15 our ability to respond quickly and decisively, which we did on this occasion, to the changes
in economic ¢ycles The cost base has been reduced through capacity reductions of 9%, negotiations with supphers
to drive savings and a programme to reduce our people numbers in accordance with the capacity reductions

The success of Virgin Atlantic Airways has always been underpinned by the contribution of its people They are all
positive, frnendly, innovative and hardworking and [ would like to acknowledge the hard work and dedication of all
our employees This made last year’s restructuring very difficult Bidding farewell to many coileagues was a very
tough but necessary action to ensure we remain strong for the future

The mmpact of cost savings, focussed cash management, a restricted capital investment programme and some
recovery in demand in the latter part of the year have ensured that Liquidity remains strong with an increase 1n cash
of £136 9m within the year

The management team has shown great reselve and ensured that the Group has taken decisive action to manage the
short term, focus on contimung operational excellence and 1dentifying opportunities to ensure that the Virgin
Atlantic Airways continues to be mnovative

The Group has won several key awards, winning the OAG transatlantic airhine of the year and being Tripadvisor’s
favounite airline once again demonstrates our continued high standards  Virgin Atlantic was recently voted the top
of the Customer Service Index in the Transport Category, 26,000 members of the public are surveyed for these
awards

During difficult economic condiions Governments and Regulators need to ensure that they don't take decisions
with long-term ramifications that are driven by short-term conditions | reacted with dismay to the regulators®
response to the proposed alliance between Bnitish Airways and American Awrlines The proposed remedtes are
woefully inadequate in counter-acting the anti-competitive harm of a combined BA/AA | continue to question why
regulators even considered these proposals when nerther regulator has been able to 1dentify any concrete consumer
benefits that could justify approval for the deal

The UK Government and regulators in both Europe and the US shouid recogmse the importance to the UK of a
strong competitive airline industry  Policy that ensures the night infrastructure in the UK will allow its airlines to
compete effectively alongside their European and international counterparts Regulators must ensure a level playing
field, enabling a few dominant players on each side of the Atlantic 1s not in the long-term interest of consumers,
industry or government

Whitlst there have been very positive signs of increased demand in the last six months the outlook remains uncertain
However, whatever 2010 may hold, I am confident that the Virgin Atlantic Airways 1s well positioned to face any
unexpected situations It has a strong management team, sigmficant cash reserves and excellent products and
services The announcement of new services to Ghana and Las Vegas via Manchester 1llustrate our willingness to
seek out new profitable opportunities and the recent major order for new Awrbus A330 aircraft will ensure that we
have the greater flexibibty in the mix of aircraft within our fleet and will allow a more rapid response to future
movements 1n the global economy
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President’s statement (contnued)

It 1s with great sadness that | note the passing on 11 March 2010 of Sir Brian Pitman who was a dear friend and
Board colleague Sir Brian served as a member of the Board of Virgin Atlantic Airways from 2004 and made an
immense contribution to the Awrhine  His vast experience and advice, particularly during the financial markets crisis
n 2008, was invaluable and he will be sorely missed by all of us at Virgin Atlantic Airways

Last year Virgin Atlantic Airways celebrated 25 years of in business These 25 years have been charactensed by
launching new routes, expanding into markets, offering great customer service and mnovative class leading
products The last year has been very chailenging but Virgin Atlantic Airways has successfully managed through
the turbulent trmes 1 look forward to the next 25 years with my destre to dnive Virgin Atlantic Airways forward
undimimished

Sir Richard Branson,

President
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Directors’ report
The directors present their annual report and the audited financial statements for the vear ended 28 February 2010

Principal activities

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

Directors and directors’ interests

The directors who held office during the year were as follows

Sir Richard Branson (President)

Stephen Murphy (Chairman)

David Baxby

Stephen Gniffiths

Bey Soo Khiang

Sir Brian Pitman {deceased 11 March 2010)
Mark Poole

Stephen Ridgway

Julie Southemn

Teoh Tee Hoot (resigned 1 March 2010)
Chan Hon Chew (alternate for Teoh Tee Hoon, resigned 1 March 2010)
Jonathan Peachey (alternate for Sir Richard Branson)

Paul Tan Wah Liang (alternate for Bey Soo Khiang)

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 considering applications for employment from disabled people in the UK, the Group seeks to ensure that full and
fair consideration 1s given to the abibties and aptitudes of the applicant against the requirements of the job for which
he or she has applied Employees who become temporanly or permanently disabled are given individual
consideration, and where possible equal opportunities for traiming, career development and promotions are given to
disabled persons

Within the bounds of commercial confidentiality, information 1s disseminated to all levels of staff about matters that
affect the progress of the Group and are of nterest and concemn 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 (continued)

Business review

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

After experiencing the toughest trading conditions in our history the Directors announce that Virgin Atlantic
Awrways made a loss before tax of £158 5Sm (2009 profit before tax £49 8m) Tumover declined by 11% as the
banking crises of 2008 spread to the global economy The impact of the decline was felt principally in the first half
of the year in both passenger and cargo traffic However, operating costs benefited from lower jet fuel prices,
although this was partially offset by a stronger US Dollar Management response was quick and decisive Capacity
was reduced with the grounding of 2 aircraft and the redeployment of a further aircraft, and regrettably staff
numbers were reduced by 1,046 through a redundancy programme that reflected the lower capacity and a restructure
of head office positions In addition major supplier contracts were reviewed and cost savings achieved

During the year Virgin Atlantic Airways recogmsed £37 9m in respect of the settlement of a claim for compensation
from a supplier that has not fulfilled its contractual obligations

The Group ncurred exceptional costs of £57 1m (2009 £mi) n respect of severance costs for staff leaving the
business, a provision to cover the cost of grounded aircraft and a prowvision in respect of the ongoing competition
investigations into various aspects of pricing in the airline industry

Management focus for the financial year was directed towards operating efficiency, cash management and the
wdentification of the key projects that will drive Virgin Atlantic Airways forward once the economic environment
improves In particular capital investment was directed towards improving sales and operational systems

A modest recovery 1in consumer demand has been seen since November 2009 and this 1s expected to continue at
least i the short term  In 2010 management will continue to focus on driving revenue and mamtaining an efficient
operation that will preserve cash balances at thewr current levels after atlowing for investment in key projects and
preparation for the introduction of the Airbus A330 aircraft in February 2011

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

2009/10 2008/9
Group Turnover " £1,984.1m £2,238 8m
Return on Sales @ (80%) 22%
Total Passengers Flown ™ 5.4m 57m
Avallable Seat Kilometres (ASK’s)"" 48.7bn 53 3bn
Customer Satisfaction'® 90% 88%
Customer Loyalty® 91% 9%
Customer Advocacy” 91% 92%

NGroup Turnover — refer to notes 1(c) & 2

P'Return on Sales - Profit on ordinary activities before taxation as a percentage of turnover

@ Total Passengers Flown - Toial revenue pay ing passengers carried

“Available Seat Kilometres (ASK’s) - Number of seats available multiplied by total distance flown

“'Customer Satisfaction - Proportion of passengers reting their overall Journey experience as good or excellent Data cotlected
from a sample of passengers throughout the year, across all routes and cabins

“)Customer Loyalty - Proportion of passengers who would be *very likely’ or ‘likely” 1o fly with Virgin Atlantic Airways again
the next ume they fly 10 a Virgin Atlaniic Airways destination  Data collected from a sample of passengers throughout the
year, across all routes and cabins

@ Customer Advocacy - Proportion of passengers who would be ‘very likely’ or ‘likely’ to recommend Virgin Atlantic Airways
to others  Data collected from a sample of passengers throughout the year, across all routes and cabins
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Directors’ report (contnued)

Post balance sheet events

Following the volcanic eruption n lceland the UK’s mam arr traffic control service prowvider (‘NATS") closed UK
arspace for 6 days from 15 Apnil 2010 This event had a very sigmificant short-term 1mpact or the Group’s
operations

The Group will incur costs as a result of this event The reduction in operating contribution 1s likely to be £13m for
the 6 days of ar space closure In addition the Group will incur expense relating to care costs for passengers
awaiting repatnation to their home base It 1s too early to rehably estimate these costs, however, utilising very
conservative assumptions the cost 1s not sufficient to matenally impact the Group’s financial position

As the closure of UK airspace 15 unprecedented the Group has been consulting with the European Commission and
the UK Government for compensation to cover lost contnibution and the costs associated with supporting our
passengers during this period

Forward bockings remam buoyant and the Group expects future revenues to reman 1n line with expectations

Environmental impacts

The Group 1s committed to addressing its environmental impacts and at a muumum to complying with those rules
and regulatons 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 matenals) and other environmental parameters

The Group has continued to circulate quarterly “Sustainabihty Dashboards” to the Group’s Semior Executives,
setting out performance against sustainability targets including waste, energy, fuel efficiency, and on momes raised
through the onboard Change for Children fundraising appeal

Energy efficiency measures continued to be implemented, and staff engagement remains a prionty going forwards
The Group exceeded 1ts target of diverting 50% of uts ground operations waste away from landfill, and so set a more
ambitious target which includes an absolute reduction The Group also tdentfied a roadmap for how it would
achieve 1ts target of diverting onboard waste away from landfill, focussing on flights inbound to the UK 1n the mitial
phases

During 2009 the Group also agreed, and issued to key suppliers, a sustamable procurement pelicy that sets out a
range of environmental and social standards with which they would be expected to comply

The Group continues 10 participate actively in vartous 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 enmssion modelling, opportunities for operational efficiencies, technological solutions and assessing
scientific understanding of non-CO; related impacts of aviation During 2009, the Group loblued extensively - as
part of the Aviation Global Deal Group - for the inclusion of CO; emissions from nternational aviation in an
ambutious global climate change framework

In January 2010, a chanty hnked to the Group, Virgin Atlantic Foundation, launched 1ts “Change s in the Air”
programme, linking the social and environmental elements of sustamability and committing to a three year
partnerships with Free the Children and The Travel Foundation, charities which share the Group's objectives of
supporting sustainable communities in tts destinations
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Directors’ report (contined)

Principal nsks and uncertainties

The Virgin Atlantic Airways 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
sigmficant impact on the Group’s long-term performance The risks and uncertainties described below are not
intended to be exhaustive

Brand reputation

The strong reputation and loyalty engendered by the Group’s brands 1s a core part of the value of the business Any
damage to the brands caused by any single event or series of events could materially impact customer loyaity and
the propensity of customers to travel with us and so adversely affect our business

Global economic slowdown

The Group’s operatons are particularly sensitive to changes i economic conditions n the markets in which 1t
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

Government interveniion

The aviation and tour operating industries are highly regulated and any decisions made by government with respect
to closure of airspace, slot regulation, secunty requirements, government taxes and other levies may result 1n a
material adverse impact for the Group from both an operational and financial perspective

Security and terrorism

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

Financial nsk management

The directors are responsible for setting financial risk management policy and objectives, and approve the
parameters within which the various aspects of financial nisk management are operated Treasury and Aviation Fuel
Price Exposure polictes, which have been approved by the directors, outline the Group’s approach to corporate and
asset financing, interest rate risk, fuel price risk, foreign exchange risk and cash and hquidity management These
policies also hist the financial instruments and time periods authonsed for use in managing financial risk

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

Liquidity, financing and interest rate risk

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

All of the Group’s debt 1s asset related, reflecting the capital intensive nature of the airhine industry and the
attractiveness of aircraft as secunity 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 certainty for future financing costs, this 1s
achieved by funding the majority of loans and operating leases on a fixed interest rate basis The Group’s foans and
operating feases are principally denomunated i US dollars
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Directors’ report (continued)

Financial risk management (continued)

Foreign currency risk

The Group has a significant net US dollar cost exposure Capital, lease and a number of operational costs, most
significantly aviation fuel, are denominated 1n US dollars In addition the Group 15 exposed to a number of other
currencles The Group seeks to reduce us foreign exchange exposure arising n various currencies through
matching, as far as possible, receipts and payments in 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 arising on
translation of these foreign currency balances n the current year amounted to £22 1m (2009 gain of 68 Om) Where
there 15 a predicted exposure in foreign currency holdings, the Group uses a limited range of hedging instruments as
approved by the Treasury Risk Committee

Fuel price risk

The Group’s Aviation Fuel Price Exposure Management Policy aims to provide protection against sudden and
significant increases tn the jet fuel price while ensuring that the Group may also benefit from price reductions,
whilst having regard to cash margin call exposure In order to provide protection the Group uses a limited range of
hedging instruments, principally zero-cost collars and forwards, with approved counterparties and within approved
limits

Dermvative Financial Instruments

The Group uses denivative financial instruments selectively for foreign currency and aviation fuel price nsk
management purposes, as described above The Group’s policy 1s not to trade mn derivatives but to use these
tnstruments 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 denvatives are used for the purpose of risk
management and accordingly they do not expose the Group to market nsk as they are matched to identified physical
exposures withim 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 15 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 Lmits

Dividends

The directors recommend that no ordinary nterim (20409 £mi) or final (2009 £mi} dividend be paid in respect of
the year ended 28 February 2010

Chanritable donations

The Group made charitable donations of £nil (2009 £125,177) during the year

Auditors

Pursuant to Section 487 of the Compamies Act 2006, the auditors will be deemed to be reappointed and KPMG LLP
will therefore continue 1n office

The directors who held office at the date of approval of this Directors’ report confirm that, so far as they are each
aware, there 15 no relevant audit information 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

lurSEy

Ian de Sousa
Company Seci etary

Company Secretanat
The Office Manor Royal
Crawler West Sussen
RH10 9NU

1 May 2010
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Statement of directors’ responsibilities

The directors are responsible for preparing the Directors report and the financial statements i accordance with
applicable 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 i accordance with UK
Accounting Standards and apphicable 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 apphicable UK Accounting Standards have been followed, subject to any material departures

disclosed and explained 1n the financial statements, and

. prepare the financial statements on the going concemn basis unless it 1s 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 explamn 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 sts 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 srregularities
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London
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Umited Kingdom

Independent auditors’ report to the members of Virgin Atlantic Airways Limited

We have audited the financtal statements of Virgin Atlantic Airways Limited for the year ended 28 February 2010 set out on pages 10 to 31
The financial reporting framework that has been applied tn thetr preparation 1s appheable law and UK Accounung Standards (UK Generally
Accepted Accounting Practice)}

Thus report 1s made solely to the Company’s members as a body, m accordance with Chapter 3 of Part 16 of the Companies Act 2006 Our
audit work has been undertaken so that we might state to the Company s members those matters we are required to state to them n an
auditors’ report and for no other purpose  To the fullest extent permitted 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 audst work, for this report, or for the opimons we have formed

Respective responsibilities of directors and auditors

As explained more fully tn the Statement of Directors’ Responsibilities set out on page 8, the directors are responsible for the preparation of
the financial statements and for bewng satisfied that they give a true and fair view  Our responsibility 1s to audit the financial statements mn
accordance with applicable law and Internanional Standards on Auditing (UK and Ireland) Those standards require us to comply with the
Auditing Practices Board's {(APB’s) Etlucal Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures 1n the financial statements sufficient to give reasonable assurance
that the financial statements are free from matenal misstatement, whether caused by fraud or error  This includes an assessment of

= whether the accounting policies are appropniate to the Group’s and Parent Company’s circumstances and have been consistently apphed
and adequately disclosed,

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

* the overall presentation of the financial statements

Opimion on financial statements

In our opimon the financial statements

= give a true and farr view of the state of the Group’s and the Parent Company’s affairs as at 28 February 2010 and of the Group’s loss for
the year then ended,

= have been properly prepared in accordance with UK Generally Accepted Accounting Practice, and

* have been prepared 1n accordance with the requirements of the Compames Act 2006

Opinion on other matter prescribed by the Compames Act 2006

In our opimon the information given m 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 nothwng to report in respect of the following matters where the Compamies Act 2006 requires us to report to you if; tn our opinion

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

= the Parent Company financial statements are not 1n agreement with the accounting records and returns, or

= cerimn disclosures of directors’ remuneration specified by law are not made, or

= we have not recenved all the information and explanations we require for our audit

1=

John Hils (Semor Statutory Auditor)
for and on behalf of KPMG LLP Statutory Auditor
Chartered Accountants

KPMG LLP 12, May 2010
Chartered Accountants
Registered Auditor
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Consolidated profit and loss account

Jfor the vear ended 28 February 2010

Turnover

Cost of sales

Gross profit
Administrative expenses

Other operating (expense)/income’

Operating (loss)/profit

{Loss)/profit on disposal of fixed
assets

Interest recervable and
similar income

Interest payable and similar
charges

{Loss)/profit on ordimary activities

before taxation

Tax on (loss)/profit on ordinary
activities

{Loss)/profit for the financial year

Note

18

Before
exceptional
items

£m

1,984 1

(1,8351)

149 0
(2752)

@21

(148 3)

2010
Exceptional Total
items
(note 6)
£m £m
- 1,984 1
(158) (1,850 9)
(158) 1332
(41 3) (316 5)
579 358
08 (147 5)
o1
27
(13.6)
(158 5)
333
(1252)

28 February 2010

2009
Total

£fm
2,238 8

(2,004 6)

2342
(295 8)

68 0

64

150

430

(14 6)

498

(13 8)

360

There were no recognised gains or losses other than the loss for the year The loss for the year anses from

continuing operations

The notes on pages 13 to 31 form part of these financial statements

! Other operating (expense)/income meludes the exceptional income relating to compensation payments from suppliers that have
not fulfilled their contractual obligations and exchange gains and losses anising on re-translation of US Dollar denominated
batances held tn the short-term to meet future US Dollar denominated trading obhigations

10
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Consolidated balance sheet
at 28 February 2010

Fixed assets
[ntangible assets
Tangible assets
[nvestments

Current assets

Stocks

Debtors due within one year
Debtors due after one year

Cash at bank and i hand

Creditors amounts falling due
within one year

Net current assets

Total assets less current habilities

Creditors amounts falling due
after more than one year

Provisions for habihities and charges
Net assets

Capital and resenves
Called up share capital
Share premium account
Other reserves

Profit and loss account

Shareholders' funds

Virgin Atlantic Airways Limited and subsidiary companies
Darectors report and consolidated financial statements

Note

10

12
i3
13

14

13

16

17
18
18
18

19

£fm

3850
1735

2010

£m £m

383

3034

153

3570
285
5585
4441
1,0311
(816 8)

214 3

5713

(101 5)

306 1)

163 7

45

50

250

1292

1637

28 February 2010

2009
£m £m £fm
383
3355
167
3905
287
h364
120 3
7567
37
1,097 1
(802 0)
2951
6856
(106 3)
(290 4)
2889
45
50
250
254 4
2889

These financial statements were approved by the Board of Directors on 11 May 2010 and were signed on 1ts behalf

by

/ foetgny

Stephen Ridgway
Director

The notes on pages 13 to 31 form part of these financial statements




Company balance sheet
at 28 February 2010

Fixed assets
Intangible assets
Tangible assets
Invesiments

Current assets

Stocks

Debtors due within one year
Debtors due after one year

Cash at bank and s hand

Creditors amounts falling due
within one year

Net current assets

Total assets less current iabilities

Crediters amounts falling due
after more than one year

Provisions for liabilities and charges
Net assets

Caputal and reserves
Called up share capital
Share premium account
Other reserves

Profit and loss account

Shareholders’ funds

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

Note

10
1

12
13
13

14

15

16

17
18
i8
18

19

2010
£m £m

285
404 7
1699

5746

4370

1,040 1

(818 2)

£m

383
3098
15.3

363 4

(101 35)

(316 7)

1671

2009
£m £m

287
6595
1165

776 0

3006

1,105 3

(824 %)

28 February 2010

£m

383
3433
167

3983

2804

678 7

(106 3)

(280 6)

2918

45
50
250
2573

29138

—

These financial statements were approved by the Board of Directors on 11 May 2010 and were signed on its behalf

/%%/

Stephen Ridgway
Director

The notes on pages 13 to 31 form part of these financial statements



Notes

Virgin Atlantic Airways Limited and subsidiary companies
Directors’ report and consolidated financial statements
28 February 2010

(fornung part of the financial statements)

1

Principal Accounting policies

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

Basis of preparation

The consohdated 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 Virgin Atlantic Limited board having regard for the principle nsks and uncertainties, as set out 1n the
Director’s report, which could impact the business, consider that the preparation of the financial statements
on a going concern basis remains 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 published The result for the year attributable to the Company 15
disclosed 1n note 18

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

Basts of consolidation

The financial statements consolidate Virgin Atlantic Airways Limited (“the Company™) and 1ts subsidiaries
(together “the Group”) The acquisition methed of accounting has been adopted

Turnover

Tumover 15 stated gross of commuission and comprises revenue from passenger ticket sales, cargo and
anciilary goods and services in respect of fhights operated in the accounting period Revenue relaung to
flights commencing after the accounting period, together with any commussion thereon, 15 carried forward
as deferred income  Unused tickets are recognised as turnover on a systematic basis

Compensation payments

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

Translation of foreign currencies

Transactions 1 foreign currencies are recorded using the rate of exchange ruling at the date of the
transaction, or, 1f hedged, at the forward contract rate Monetary assets and hab:lities denominated 1n
foreign currencies are translated using the rate of exchange ruiing at the balance sheet date or, 1f
appropnate, at the forward contract rate All exchange differences are included in the profit and loss
account

Any gams or losses ansing on the re-translation of foreign currency balances held in the short-term to meet
future trading obligations are reporied as part of Other operating {(expense)/income 1n the profit and loss
account

Dervative financial instruments

The Group uses vartous 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 out 1n advance of maturity, are recognised 1n the profit and loss account of the
period in which the hedged transaction matures or would have matured




Virgin Atlantic Airways Limited and subsidiary companies
Directors’ report and consolidated financial statements
28 February 2010

Notes (continued)
1 Principal Accounting pohicies (continued)

Pension cosis

The Group participates 1n defined contribution pension schemes The assets of the schemes are held
separately from those of the Group in independently administered funds

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

Taxation

Current tax 15 provided at amounts expected to be paid (or recovered) using the tax rates and laws that have
been enacted or substantively enacted by the balance sheet date

Deferred tax s recogmsed in respect of all timing differences that have onginated but not reversed at the
balance sheet date where transactions or events that result in an obligatton to pay more tax in the future or a
right to pay less tax in the future have occurred at the balance sheet date Tuming differences are
differences between the Group’s taxable profits and 1ts results as stated in the financial statements that arise
from the inclusion of gains and losses in tax assessments in periods different from those i which they are
recognised in the financial statements

A net deferred tax asset 15 regarded as recoverable and therefore recognised only when, on the basis of all
available evidence, 1t can be regarded as more hikely than not that there will be suitable taxable profits from
which the future reversal of the underlying timing 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 iming 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 life which was
estimated at 20 years from the date at which they came into service During the year ended 28 February
2009 the directors reassessed this economic life in view of the Open Skies agreements which came nto
effect 1n 2008 and which increased and developed a more transparent market for slots and also 1n view of
the legal rights for slots which provide that the holder has ‘grandfather nghts’ for landing slots which
continue for an indefinite period  As a result of those developments purchased landing slots are considered
to have an indefinite economic life and are not amortised Instead, they are subject to an annual
impairment review and a provision 1s recognsed for any identified impairment

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

Depreciation is calculated to write off the cost, less estimated residual value, on a straight-line basis over
the useful hife of the asset, or the period of the underlying finance lease 1f shorter

Aircraft and engine mainterance costs in respect of major overhauls which are typically camed out at
intervals greater than one year are capitalised and depreciated by reference to their unuts of economic
consumption, typically hours or sectors flown Part of the imual cost of new or used aircraft 1s treated as
such mantenance expenditure based upon 1ts maintenance status on acquisition and the then current cost of
the maintenance procedures

The balance of aircraft and engine cost 1s depreciated on a straight-line basis over pertods of up 10 twenty
five years, so as to reduce the cost to estumated residual value at the end of that peniod The effective
depreciation rate per annum n respect of new wide-bodied arrcraft 1s approximately 4%

Rotable spares are depreciated on a straight-line basis so as 10 reduce the cost or valuation to estimated
residuat value at the end of their useful lives The effective depreciation rate per annum n respect of
rolable spares 15 7 25% or 12 5% dependent on type
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Principal Accounting policies (contfinued)
Tangible fixed assets (continued)

Expenditure incurred on modifications to arrcraft under operating leases 1s depreciated on a straight-hne
basis to a nil residual value over a period not exceeding the remaining lease period

The buildings n frechold land and buildings are being depreciated over a penod of 50 years, on a straight-
hine basis

No depreciation (s provided in 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

Leasehold 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 liquid resources

Cash at bank and in hand includes both cash and hquid resources Cash includes cash in hand and deposits
repayable on demand held with any financial institution  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 prevailing interest rates, costs are recognised prospectively over the remaining term of the lease

Assets held under finance leases and other sinilar contracts, which confer rghts and obligations similar to
those attached to owned assets, are capitahised as tangible fixed assets Depreciation 15 provided at rates
designed to write off this cost less residual value 1n equal annual amounts over the shorter of the period of
the lease or the anticipated useful Iife of the asset The capital elements of future lease obliganons are
recorded as liabilities and the interest element 15 charged to the profit and loss account over the perniod of
the lease in 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

Atrcraft maintenance costs

Reutine maintenance costs are charged to the profit and loss account as incurred  Maintenance costs for
overhauls relating to aircraft and engines held under operating leases for which there 1s a contractual
obligation are provided for by making appropriate charges to the profit and loss account For owned
aircraft and engines, major overhaul expenditure 1s capitahised and depreciated by reference to the units of
economic consumption, typically hours or sectors flown

Where the effect 15 matenal, the provision for maintenance costs 1s discounted to present value using a
current pre-tax discount rate that reflects the risks specific to the hability

Development expenditure

Development expenditure, relating primarily to the setting up of new routes and introducing new aircrafi to
the fleet 1s charged to the profit and loss account as incurred
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Principal Accounting policies (continued)

Frequent flyer programme

The estimated incremental cost of providing free travel and other rewards n exchange for redemption of
mules earned by members of The Flying Club frequent flyer scheme 1s accrued at the expected redemptton
rate as members of this scheme accumulate mileage

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

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 opimion of the directors, there 1s only one core activity, that of operating intemmational long-haul
scheduled airline services from the UK Other mcome includes income from engineering services and
license fee income relating to nghts over use of the Virgin name and 1ts inteliectual property

2010 2009
£m im
Scheduled airline services 19700 2,2257
Other 141 131
1,984 1 2,2388
Scheduled airline services by source

Umited Kingdom 1,L186 8 1,439 7
North America and the Caribbean 3311 3662
Far East 146 4 1337
Afnca 1257 1240
Other 180 3 1621
1,970 0 22257

Scheduled awrhine services by destination
North America 1,0119 11577
Canbbean 216 7 2392
Far East 2705 2863
Africa 2626 27417
Other 2083 2678
1,970 0 22257

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 desunation 1s derived by allocating revenue from inbound and
outbound services between the Umited Kingdom and overseas ponts to the geographical area in which the
relevant overseas point lies

A geographicai analysis of the Group operating profit 15 not disclosed as it 15 neisther practical nor
meaningful to allocate the Group’s operating expenditure on a geographical basis

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

17
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Notes (continued)

3 Staff numbers and costs

28 February 2010

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

follows
2010 2009
Management and administration 641 725
Flight crew 740 770
Cabin crew 1,662 4,248
Reservations and sales 1,879 2,087
Engineering, cargo and production 1,085 1,163
7,947 8,993
The aggregate payroll costs {including directors) of these persons were as follows
2010 2009
£m £m
Wages and salanes 2396 2637
Social secunity costs 23.7 254
Other penston costs {note 25) 183 187
2816 3078
4 Interest recervable and simiar income
2010 2009
£m £m
[nterest on bank deposits 11 379
Finance income from fixed asset investments (note 11) 12 14
Exchange gains on foreign currency deposits less borrowings - 37
Unwinding of discount on accrued income 04 -
2.7 430
5 Interest payable and similar charges
2010 2009
£m fm
Interest on bank loans, overdrafts and simlar charges 89 72
Interest payable to group undertakings 21 71
Finance charges m respect of finance leases and hire purchase contracts 01 01
Exchange loss on foreign currency borrowings less deposits 22 -
Unwinding of discount on provisions (note 16) 03 02
136 146
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6

(Loss)/profit ¢n ordinary activities before taxation

2010 2009
£m £m
{Loss)/profit on ordinary activities before taxation 1s stated after
(crediting)/ charging.
Depreciation of tangible fixed assets (note 10} 611 56 §
Rentals under operating leases
Aarcraft and related equipment 2222 198 7
Hire of plant and machinery 12 14
Land and buildings 2412 261
Loss/(Profit) on disposal of fixed assets 01 (150}
Exceptional items
Cost of sales (see below) 158 -
Admmistrative expenses (see below) 413 -
Other operating (income) 579 -
Adminsstrative expenses (see below) - 35
Other operating expense/(income) {see below) 221 {68 0)

Fees payable to the Group’s auditor and its associates for services other than the statutory audit of the
Parent Company and subsidiaries are not disclosed in Virgin Atlantic Awrways Limited’s accounts since the
consohdated 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 £151,000 (2009 £173,000) Fees payable to the Company’s auditor for
the audit of the Company’s subsidiaries pursuant to legislation are £9,000 (2009 £13,000)

Exceptional cost of sales in the current year relates to restructure costs icurred by Virgin Atlantic Airways
Limited in response to the global economic downturn  The charge of £15 8m in the year comprises costs of
£6 3m associated with the voluntary severance scheme and redundancy programme for all direct staff
(including crew, pilots and airport staff) and the recogmition of an onerous lease proviston of £9 0m 1n
respect of two arrcraft parked during the year

Exceptional administrative expenses in the current year relate to restructure costs associated with the
voluntary severance scheme and redundancy programme for all overhead staff mncurred by Virgin Atlantic
Awrways Limited in response to the global economic downturn, and the recognition of a provision 1n
connection with the ongoing competition investigations nto various aspects of pricing and commercial
1ssues in the airline industry (see note 16)

Exceptional other operating income relates to entitlement to compensation payments from suppliers that
have not fulfilled their contractual obligations

Admunmistrative expenses in the prior year relate to a release in respect of the estimated total cost arising
from both the setilement of certain cirvil actions ansing from the investigations by the competition
authonties 1n a number of junsdictions in which Virgin Atlantic Airways Limited operates into various
aspects of pricing in the arrhne industry and ongoing co-operation and contact with regulatory bodies The
civil settlements have been agreed by the courts in the USA The court appointed mdependent claims
administrator has assessed claims received to date and has been processing appropriate refunds
mdependently from Virgin Atlantic Airways Limited

Other operating (expense)/income 15 the (loss)/gain arising on re-translation of US Dollar denominated
balances held in the short-term to meet future US Dollar denominated trading obhigations
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7

Emoluments of directors

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

Virgin Atlantic Airways Limited and subsidiary companies
Durectors report and consolidated financial statements

2010
£m
Aggregate emoluments 12
Company contributions to money purchase pension schemes 0t
Aggregate amounts receivable under Long Term Incentive Schemes 03
16

Retirement benefits are accruing to 3 (2009 3) directors under money purchase pension schemes

No directors exercised any share options n the year

2010
£m
Highest paid director
Aggregate emolumenis 0s
Company contributions to money purchase pension schemes -
Aggregate amounts receivable under Long Term Incentive Schemes 02
07

20

28 February 2010

2009
£m
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8

Tax on (loss)yprofit on erdinary activities

Analysis of (credit)/charge in period

Current tax
Amounts {recervable)payable in respect of group relief

Total current tax

Deferred tax
Ongination and reversal of iming differences
Adyustments in respect of prior years

Total deferred tax

Tax (credity/charge on (loss)/profit on ordinary activities

Directors report and consolidated financial statements
28 February 2010

2010 2009
fm fm

- 148

- 148
(332) 02
(01) 08
333) (o
(333) 13 8

The standard rate of UK corporation tax for the year 15 28% (2009 28%) The actual current tax charge for
the year differs from that computed by applying the standard tax rate to the (loss)/profit on ordinary

activities before tax as reconciled below

(Loss)/profit on ordinary activiues before taxation

Tax at the standard rate at 28% (2009 28%)

Factors affecting the charge for the vear

Income not subject to corporation tax

Depreciation for the year in excess of capital allowances
UK tax losses not utithsed or recognised

Other timing differences

Expenses not deductible for tax purposes

Total current tax

21

2010 2009
£m £m
(158 5) 498
44 4) 139

UR)) -
55 I3

228 -
50 (an
115 07
- 48
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9

10

Intangible assets

Group and Company

Cost
At 1 March 2009 and 28 February 2010

Amortisation
At 1 March 2009 and 28 February 2010

Net book value
At 28 February 2009 and 28 February 2010

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

28 February 2010

Landing
slots
£m

490

107

383

The directors have conducted an impairment review at 28 February 2010 and are comfortable that no
impawrment adjustment need be recognised

Tangible fixed assets

Land and Assets 1n Aarcraft,
builldings the course of rotable
construction  spares and
Group ancillary
equipment
£m £fm £m
Cost
At 1 March 2009 297 207 3698
Additions - 185 98
Disposals - (01) (43)
Reclassifications 03 2L 4) -
At 28 February 2010 300 177 3753
Deprecration
At 1 March 2009 15 - 1911
Charge for the year 05 - 168
Disposals - - (1%
At 28 February 2010 20 - 2060
Net book value
A1 28 February 2010 280 177 1693
A1 28 February 2009 282 207 178 7

Modifications Plant and Total
to aircraft on  machinery,
operating fixtures
leases and
fittings
im £m £m
1893 2325 8420
13 19 315
(12 (0 4) 60)
07 204 -
1901 2544 8675
1365 177 4 5065
234 204 611
(12 (04) (33
158 7 197 4 5041
34 570 3034
528 551 3355

Included in aircraft, rotable spares and ancillary equipment are progress payments of £19 9m (2609

£18 5m)
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10 Tangible fixed assets {continued)

Land and Assets in Aarcraft,
buildings the course of rotable
construchion  spares and
Company ancillary
equipment
£m £m £fm
Cost
At 1 March 2009 297 207 3699
Additions - 185 97
Disposals - 1) (43)
Reclassifications 03 (214) -
At 28 February 2010 300 177 3753
Deprecration
At ] March 2009 15 - 183 4
Charge for the year 05 - 174
Dhsposals - . (19}
At 28 February 2010 20 - 198 9
Net book value
At 28 February 2010 280 177 176 4
At 28 February 2009 282 207 186 5

Modifieations Plant and Total
to arrcrafton  machinery,
operating fixtures
leases and
fittings

£m £m £m

1893 2326 8422

13 1! 306

{12) (0 4) 60

a7 204 -

190 1 2537 8668

1365 1775 4989

234 203 616

a2 (04) 35

158 7 1974 5570

314 563 3098

528 551 3433

Included in aircraft, rotable spares and ancitlary equipment are progress payments of £19 9m (2009

£18 5m)

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

Group and Company

Net book value
Aarcraft, rotable spares and ancillary equipment
Plant and machtnery

Deprecration charged for the year
Aarcraft, rotable spares and ancillary equipment
Plant and machmnery

2010
im

604
20

—_—

2009
£m

175
06

09

Duning the year, the Group entered nto new finance lease and hire purchase contract arrangements in
respect of tangible fixed assets for £19 8m (2009 £16 9m} These new finance leases are shown notes 14

and 15

23
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11

12

13

Fixed asset investments

Group and Company
Cest
At 1 March 2009

Additions
Repayment of unsecured loan notes

At 28 February 2010

Net book value
At 28 February 2010

At 28 February 2009

Virgin Atlantic Airways Limited and subsidiary companies
Directors’ report and consohdated financial statements

28 February 2010

Investments
£m

167
12
(26)

153

153

167

Investments represent an nvestment in Atrline Group Limited consisting of equity and unsecured loan

notes

Stocks

Group and Company

Aarcraft consumable spares
Fimished goods and goods for resale
Fuel stocks

Debtors

Amounts fathing due within one year

I'rade debtors
Amounts owed by group undertakings
Other debtors

Prepayments and accrued income

24

Group

2010 2009
£m £m
1793 120 4
161 220
147 4 451 5
422 425
3850 6364

2010 2009
£m £m
258 249

08 12
19 26
285 287
Company
2010 2009
£m £m
1793 1204
360 451
1472 4515
422 425
4047 6595
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13 Debtors (continued)
Amounts falling due after more than one year Group Company
2010 2009 2010 2009
£m fm £m £m
Amounts owed by group undertakings 16 4 188 16.4 188
Other debtors 110.2 485 106 6 447
Prepayments and accrued income 46.9 530 469 530
1735 120 3 169 9 165

Included within other debtors due within one year is an amount of £94 8m (2009 £403 Om) relating to
margin calls on open derivative positions

14 Creditors: amounts falling due within one year
Group Company

2010 2009 2010 2009

£m £m £m £m
Bank loans and overdraft 162 207 162 207
Secured bank loans (note 15) 102 237 102 237
Unsecured bank loans 13 13 13 13

Obhgations under finance leases and hire

purchase contracts (note 20) 35 05 35 05
Trade creditors 534 46 5 534 465
Amounis owed to group underiakings 1180 863 1200 878
Group relief payable 08 07 05 221
Other taxes and social secunity 86 99 86 99
Other creditors 139 618 139 618
Accruals and deferred mcome 5909 5506 5906 5506
816 8 8020 8182 8249

Inciuded within other creditors due within one year 1s an amount of £12 2m (2009 £60 6m) relating 1o
margin calls on open derivative positions

15 Creditors: amounts falling due after more than one vear
Group Company

2010 2009 2010 2009

£m fm £m £m
Secured bank loans 342 445 342 445
Unsecured bank loans - 13 - 13

Obligations under finance leases and hire

purchase contracts (note 20) 178 16 178 16
Amounts owed to group undentakings 167 191 167 191
Accruals and deferred income 128 398 328 J98
101 5 106 3 101 5 1063

The secured bank loans totalling £44 4m (2009 £68 2m) are secured by morigages over certain arcraft
None (2009 £mil) of these loans fall due for repayment after five years The interest rates charged in the
year in respect of these loans are in 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 2010 were £306 Im for the Group (2009 £290 4m) and £316 7m for the
Company (2009 £280 6m)

Total provisions comprise amounts in respect of

1

m

Deferred taxation balance at 28 February 2010 was £114 Im for the Group (2009 £147 4) and
£132 Om for the Company (2009 £143 5m) The movement in the year relates to amounts released of
£33 3m for the Group and £11 5m for the Company

The amounts provided for deferred taxation at the current rates are as follows

Group Company
The elements of the deferred tax provision are as
Jollows, 2010 2009 2010 2009
£m £m £m £m
Accelerated capital allowances 1428 149 8 137 1 143 5
Other tinung differences (74) 24) 51) -
UK tax losses 213) - - -
1141 147 4 13290 1435

s

Maintenance balance at 28 February 2010 was £129 5m for the Group (2009 £1159m) and was
£122 2m for the Company (2009 £1100m) The movement in the year 15 made up of a gain due to
foreign exchange translation of £3 Om for the Group and £2 9m for the Company, amounts provided n
the year of £34 3m for the Group and £30 9m for the Company and amounts utilised in the year of
£17 7m for the Group and £135 8m for the Company

Onerous contracts balance at 28 February 2010 of £12 8m for the Group and Company (2009 £2 6m
Group and Company) The movement in the year 1s made up of a loss due to foreign exchange
translation of £0 7m, amounts provided in the year of £10 1m, amounts utilised 1n the year of £0 7m,
and unwinding of the discount of £0 Im

Leasehold dilapidations balance at 28 February 2010 of £2 1m for the Group and Company (2009
£2 (m Group and Company) The movement in the year 1s made up of amounts released n the year of
£0 Im and unwinding of the discount of £0 2m

Liugation at 28 February 2010 of £47 6m for the Group and Company (2009 £22 4m Group and
Company) These provisions represent the estimated outstanding cost (refund claims and assocciated
legal and admimmstrative fees) ansing from both the settlement of civil actions ansing from the
investigations by competition authorities 1 a number of junsdictions 1n which Virgim Atlantic Airways
Limuted operates into various aspects of pricing and commercial 1ssues in the airhine industry and an
ongomng obhgation to co-operate with regulatory bodies The information usually required by
Financial Reporting Standard 12 for these liigation provisions 1s not disclosed on the grounds that ut
can be expected to prejudice sencusly the outcome of the litigation

26
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17 Share capital

Authorised
4,497,498 ordinary shares of £1 each (equity)

Allotted, called up and fully pard
4,497,498 ordinary shares of £1 each {equity)

18 Reserves

Group

! Balance at | March 2009
Loss for the financal year

Balance at 28 February 2010

Company

Balance at 1 March 2009
Loss for the financial year

Balance at 28 February 2010

27

Share
premium
account
£fm

50

h
=

Share
premum
account
£m

50

th
[—]
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2010 2009

£ £

4,497 498 4,497,498

4,497,498 4,497,498
Capital Profit and
contribution loss
reserve account
£m £m

2540 254 4
- (125 2)

250 1292

Caputal Profit and
contribution loss
reserve account

£fm £m

250 2573
- (124 7)

250 1326
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19

20

Reconcihation of movements in shareholders’ funds

2010 2009
Group £fm £fm
(Loss)/profit for the financial year (1252) 360
Opening shareholders’ funds 2889 2529
Closing shareholders’ funds 1637 2889

2010 2009
Company £m £m
(Loss)/profit tor the financial year (1247 1151
Opening shareholders funds 2918 176 7
Closing shareholders’ tunds 1671 2918

Leasing commitments
Group and Company

The capital element of the future minimum lease payments to which the Group 1s commutted at 28 February
2010 under finance lease and hire purchase contract obligations ncurred in the acquisiion of arrcraft,
engines, spares and other equipment are as follows

2010 2009
£m fm

Amounts due witlhin
One year 35 05
Second to fifth year inclusive 134 10
Over five years 44 06
213 2t

m———

Rentals, net of finance charges, are included 1n obhgations under finance leases and hire purchase contracts
in notes 14 and 15 above

28
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20

21

22

Leasing commitments {conttnued)

As at 28 February 2010, the Group and Company had annual commitments under non-cancellable operaung
leases as set out below

Group 2010 2009
Land and  Aurcraft and Land and Aurcraft and
buildings other buildings other
£m £m £m £fm
Operating leases which expire
Within one year 34 03 23 -
In the second to fifth year inclusive 156 96 4 122 130 8
Over five years 8.1 1211 143 1319
271 2178 288 2627
Company 2010 2009
Land and  Aurcraft and Land and Aarcraft and
buildings other bwldings other
£m £m fm fm
Operatng leases which expire
Within one year 34 03 23 -
I the second to fifth year inclusive 156 968 122 1314
Over five years 81 1217 143 1323
271 2188 288 2637

Capital commitments

Group and Company 2010 2009
£m £m

Caprtal commitments at the balance sheet date for which no
provision has been made 33585 2,3972

Capital commtments relating to aircraft and engine purchases are stated at escalated list price less progress
payments made

Commitments

A substantial proportion of capital expenditure, leasing commitments, fuel and other operating costs are
denommnated 1n US Dollars Forward purchase contracts amounting to US$420 9m (2009 LiS$997 5m)
outstanding at 28 February 2010, have been taken out to cover part of the exposure nisk  In addition, the
Group has entered into a number of other derivative financial instruments the maximum potential
commutment of which at 28 February 201015 USS$2,317 1m (2009 US533.048 8m)

The fair value at 28 February 2010 of all the derivative contracts held by the Group to meet future
obligations n respect of foreign exchange, fuel hedging and interest rate swap contracts (s a negative fair
value of £151 4m (2009 negative farr value £444 9m) This 1s compnised of a negative fair value of
£152 Tm (2009 negatne fair value £726 2m) in respect of fuel hedging derivatives, a negauve fair value of
£13 8m (2009 negative fuir value £9 9m) i respect of interest rate swaps and a positive fair value of
£15 1m (2009 posune faur value £291 2m) inrespect of foreign currency denvatives

The uming difference between denvative matunity date and current marh-to-market value can give rise to
cash margin exposure, this nisk (s managed through choice of instrument, appropriate counterparty
agreements and, where required, cash deposits with counterparties (notes 13 and 14)

29
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23

24

25

26

Subsidiary undertakings
The subsidiaries of the Company as at 28 February 2010 were

Country of % Ordinary Principal
ncorporation 1ssued shares activity
or registration

Principal subsidiaries

Virgair Limited England and Wales 100 Leasing of arrcraft
VA Cargo Limtted England and Wales 100 Cargo management
Virgin Awrways Limited England and Wales 100 Cnhne marketing
Greenart Limited England and Wales 100 Non-trading
Virgin Atlantic Engineering Limited England and Wales 100 Non-trading
Virgin Atlantic Consolidated Limited England and Wales 100 Dormant

The proportion of voting nghts held by the Group 1n each of its subsidiaries 15 the same as the proportion of
ordinary shares held

All subsidiaries have been included in the consolidation All entities 1n the consolidation have the same
accounting reference date

Contingent habilities

The competition authorities m a number of junsdictions are in the process of investigating vanous aspects
of pricing and commercial 1ssues in the airline industry The Company 1s co-operating in full with such
investigations and has carried out certamn internal investigations into 1ts compliance with competition laws
No further disclosures regarding contingent hiabihuies arising from these investigations are being made by
the Company at this ime 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 labilities at 28 February 2010 in respect of
indemnities under certain financing and other arrangements which are partly secured by charges over
designated short term deposits of £7 tm (2009 £1§ Im), of which £5 6m (2009 £9 5m) 1s matched by a
liability under the maintenance provision

The Company and certain subsidiaries are parties 10 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 against the cash at bank and in hand of the Group

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

The Group operates defined contmbution pension schemes The assets of the schemes are held separately
from those of the Group m independently admimistered funds There were no outstanding or prepad
contributions at 28 February 2010 (2009 £mil)

Related party transactions

As at 28 February 2010 the Company’s ulumate parent company was Virgin Group Holdings Limited,
whose principal shareholders are certan trusts, none of which tndividually has a controliing interest
Virgin Group Holdings Limited The principal beneficiaries of those trusts are Sir Richard Branson and
his immediate farmly  The shareholders of Virgin Group Holdings Limuted have mterests directly or
indrrectly in certain other compantes, which are considered to give rise to related party disclosures under
Financial Reporting Standard 8
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26 Related party transactions (continued)

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

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

Year Ended 28 February 2010 Balances due to Balances due
Revenue  Purchases the Group from the Group
£m £m fm £m
Companies related by virtue of common control or
ownership.
Virgin Management Limited 02 04 - -
Virgin Money Limited 78 - 11 -
Virgin Money (Austraha) Pty Limited - 01 - -
Virgin Enterprises Limuted - 01 - 01
Virgin Galactie Limted - - 01 -
Virgin America Inc 01 - - -
Vurgin Blue Airlines Pty Limited 01 - - -
V Australia Pty Limited - 44 - 16
Companies related by virtue of being an investor in the
Group
Smgapore Awrlines Limited 01 - - .

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

27 Ultimate holding company

As at 28 February 2010, the directors consider the ultimate holding company to be Virgin Group Holdings
Limtted, a company registered in the Brniish Virgin [slands

As at 28 February 2010, the largest group in which the results of the Company are consolidated 1s that
headed by Virgin Wings Lumted, a company registered 1n England and Wales, and the smallest group n
which the results of the Company are consolidated 1s that headed by Virgin Atlantic Limited, a company
registered in England and Wales

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

28 Post balance sheet events

Following the voleanic eruption n Iceland the UK’s main air traffic control service provider (‘NATS?)
closed UK airspace for 6 days from |5 April 2010 This event had a very significant short-term impact on
the Group’s operations

The Group will incur costs as a result of this event  The reduction in operating contrabution 15 Likely to be
£13m for the 6 days of air space closure In addition the Group will incur expense relating to care costs for
passengers awaiting repatnation to their home base It 1s too early to rehably estimate these costs,
however, utihsing very conservative assumptions the cost 1s not sufficient to materially impact the Group s
financial postion

As the closure of UK airspace 1s unprecedented the Group has been consulting with the European
Commussion and the UK Government for compensation to cover lost contnibution and the costs associated
with supporting our passengers during this period

Forward bockings remain buoyant and the Group expects future revenues to remam m line with
expectations

-
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