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The overhaul of engine control components is a delicate and precisely 
managed process. 
The working environment is kept immaculately; each component, part, screw,  
bolt, pin and wire is logged, tracked, checked and tested. Everyone involved  
at IGS develops a keen eye for detail. 
	 IGS engineers develop a detailed understanding of the components  
they work on. The expertise they accrue becomes a valuable asset for the  
business and its clients.

IGS are the only vendors we now use. We had 
turn-time and communication problems with 
everyone else. IGS respond immediately to  
our problems.
Michael Kuczynski, Technical Sales,  
Stevens Aviation, Denver



Legacy Support  
(formerly Component Repair and Overhaul)

Sales
					     			   	 Inc/	  	 Inc/
							       2007	 2006	 (Dec)	 20061	 (Dec)
							       £m	 £m	 %	 £m	 %		

USA						     43.6	 45.7	 (5)	 42.0	 4
1	 At constant exchange rates

Total revenue was £43.6 million, a 4% increase over 2006 at constant exchange rates with all of  
the growth relating to the impact of full year sales from Ontic which was acquired in early 2006.

Overall market conditions for the component companies continue to be very robust with 
strong inputs and orders for both Ontic and IGS. Commercial backlog and workload at the OEMs  
and customers served by these businesses remains extremely high and the continued use of a  
large number of military aircraft around the world results in a steady demand for parts and  
support of those legacy aircraft. 

We continue to see no major competition for Ontic’s core licensing model to support the OEMs 
beyond the OEMs reluctance to let go of legacy products and focus their resources on their current 
and new products. Ontic’s broad product portfolio and decades of experience supporting these 
types of products is unsurpassed in the aviation marketplace.

IGS excels relative to their competition through best-in-class customer service and product  
turn around time that its customer base has grown to depend on to meet their service needs.

In the second half of 2007 Ontic signed licences for new products which will generate sales of 
over £6.0 million per year over the next five years for a variety of products including Military Landing 
Gear and Fuel Controls and Gas Compressors/Generators. Order intake for existing licensed products 
was over £22.0 million which resulted in the largest order backlog in the company’s history at the 
end of 2007. The pipeline of new licence opportunities continues to be very robust looking forward 
into 2008.

Market conditions for the parts distribution companies (ITS and Barrett), which focus primarily 
on Business and General Aviation aircraft, were not as robust in 2007 as prior years. OEM driven 
engine exchange and upgrade programmes have supplemented the need for serviceable engines 
and components and have had a negative effect on the economics of these serviceable product 
offerings. Actions are in place to address the changing market dynamics and reverse the negative 
trend in 2008 which include an overall reduction in workforce whilst increasing the resources in sales 
and marketing. Given the ongoing market conditions for these businesses and BBA Aviation’s strong 
B&GA engine market presence through our ERO companies, we will be aligning ITS and Barrett with 
ERO to better exploit the inherent synergy between those businesses while still providing the same 
products, service and value to customers that we serve.

Outlook
The legacy support market presents a major opportunity for BBA Aviation which our businesses are 
ideally positioned to exploit.
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Herman Chacon has been with IGS since 2000. 
He supervises the workshop, orders parts and 
conducts final audits and inspections. He’s  
also involved in training and selecting recruits.  
 “Training is lengthy and demanding. Selected 
recruits start on safety wire and cleaning.  
We then give them three months’ exposure  
to tear-down and cleaning before they move  
to inspection. They inspect continually for  
two to three months, then repeat the process 
with assembly.”
Herman Chacon, Shop Supervisor,  
IGS, Denver
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Keeping the right people in place. 
One of the priorities since acquiring IGS has been to sustain the culture that made  
it so successful, retain the balance that’s in place and continue to recruit the best  
and brightest from local schools and colleges. Punctuality, a high level of manual 
dexterity, a mechanical inclination and a good dose of common sense are the  
prized attributes among potential recruits.
	 Those that meet these criteria find a working environment in which they  
can grow personally and professionally. This is one way in which we are ensuring  
a successful future for IGS.



28 BBA Aviation Annual Report 2007

Directors’ Report
Business Review: Aftermarket Services and Systems – APPH Group

APPH manufacture landing gear systems for the 
world leading airframe manufacturers: Boeing, 
Airbus, British Aerospace, Agusta Westland, 
Saab, Hawker Beech and Cessna. Their Runcorn 
facility provides a fully integrated service from 
conceptual design and performance testing  
to manufacture and logistics support. Dennis 
Charlton’s design role at APPH is the culmination 
of more than 20 years working in aviation. The 
time he spent at APPH’s repair shop, examining 
landing gear after its first 3,000 flights has given 
him an understanding of the extraordinary stresses 
landing gear are subject to.

APPH Runcorn
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The site is the epitome of highly organised professionalism.  
Lean manufacturing processes drive out waste and increase productivity.   
Walk-times around the shop floor are kept to a minimum. Computerised,  
vertical storage carousels save space and cut down on the time it takes  
to locate and retrieve parts. The workshop is divided into cells – areas  
dedicated to individual products. 



APPH Group 

APPH Group – Landing Gear and Hydraulics – Sales
					     	 					     Inc/
									         2007	 2006	 (Dec)
									         £m	 £m	 %

USA								       14.6	 11.3	 29
Europe & ROW						      48.2	 44.8	 8
Total							       62.8	 56.1	 12

Sales at £62.8 million were 12% higher than the prior year, with all of the growth being organic.
The markets that we service remained strong during 2007, with Original Equipment for Business 

and Military applications being particularly buoyant. These sectors were supported with increased 
demand for both replacement parts across all sectors, and repair & overhaul services in our 
Commercial Aviation sector.

Continuing military activity will result in ongoing high demand for Military equipment, for  
both fixed and rotor wing applications, where APPH has a relatively strong position. 2008 should  
see increasing demand in the Business Aviation sector for both conventional and Very Light Jet 
applications, an area where we are regionally positioned to take advantage of this trend.

Several new contracts were won on System Hydraulics and associated equipment with 
Eurocopter on the EC175-Z15 (£50.0 million), Hindustan Aeronautics on the Advanced Jet Trainer 
(AJT) (£2.6 million), and Cessna on various aircraft types including the CJ4 Throttle Quadrant  
(£2.0 million). Our MRO facility was awarded a contract in support of the Repair & Overhaul  
of the Landing Gear System for the B717 worldwide fleet which should generate sales of circa.  
£1.0 million per annum.

On our established programmes, L3 Communications announced the selection of the C27J 
aircraft for the Joint Cargo Aircraft programme, in support of the US Army and Airforce, who require  
a minimum of 78 aircraft. APPH, together with its Italian partner, supplies the Landing Gear System  
for this platform (order value £30.0 million).

On 2 February 2007 we acquired Commercial Aircraft Products, based in Wichita and 
specialising in the design and manufacture of hydraulic system components, electro mechanical 
positioning systems and access mechanisms used on a wide range of Business Aviation and  
Light Jet Programmes. CAP’s proprietary products are approved and used by Cessna, Hawker Beech, 
Bombardier and Adams, on both mature and embryonic platforms.

Outlook
The markets in which we operate are currently strong and with the increase in our order book during 
2007, APPH is well positioned for continued growth.



Oxford Training and Airport 

Oxford – Sales
					     				    			   Inc/
										          2007	 2006	 (Dec)
										          £m	 £m	 %

UK									         21.0	 31.5	 (33)

Oxford Aviation Training and Oxford Airport were sold during the year for £71.1 million and the 
monies received invested in our core businesses. A small engineering business “CSE Aviation” which 
was based at the airport was closed in early 2008.
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 “After a landing gear system has been  
rigorously qualification tested our design 
department provide the drawings and  
production conformance test schedules,  
the production engineering department  
then plan the manufacturing process.  
Tools and fixtures are designed and  
incorporated into assembly operation  
sheets, which clearly define the build  
methodology. All this takes place prior  
to launching new jobs to the shop  
floor for assembly.”  
Ken Livingston, Manufacturing Manager,  
APPH Runcorn Landing Gear
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One of the control boards at APPH reflects the complexity of the work  
at Runcorn. 
For Ken Livingston, this colour-coded display is invaluable. It allows him to assess  
the status of every cell at the site with little more than a glance. “The purpose of  
this board is to highlight issues. Red signifies a problem. Green tells me everything  
is acceptable. I can see what’s being done to remedy a problem and ascertain  
staffing levels in a moment.”
	 APPH’s highly specialised staff incorporates a remarkable set of skills, so  
designs conceived at the Runcorn site can see their way to completion there.  
From the manufacture and fine-tuning of components, to the stress testing of 
hydraulic equipment and the paint spraying of finished gear, expertise in every  
aspect of landing gear design and build is in evidence.

Control boards at APPH reflect the complexity of the work at Runcorn.  
For Ken Livingston, this colour-coded display is invaluable. It allows him to assess  
the status of every cell at the site with little more than a glance. “The purpose of  
this board is to highlight issues. Red signifies a problem. Green tells me everything  
is acceptable. I can see what’s being done to remedy a problem and ascertain  
staffing levels in a moment.”
	 APPH’s highly specialised staff incorporates a remarkable set of skills, so  
designs conceived at the Runcorn site can see their way to completion there.  
From the manufacture and fine-tuning of components, to the stress testing of 
hydraulic equipment and the paint spraying of finished gear, expertise in every  
aspect of landing gear design and build is in evidence.
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Corporate Social Responsibility

Realising our Corporate Social Responsibility 
vision depends on many facets of each of our 
businesses. People, processes, buildings and
the relationships group companies forge  
with the wider community all play a role.
 
The stories on the facing page are only a  
snapshot but they do represent the efforts  
the group is making to achieve that vision.
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Father and son Colin and Chad Bichard (above) work together at  
H+S and are testament to the loyalty the firm inspires. Colin joined  
the business away from the shop floor in a semi-skilled role.
	 We know that successful working cultures have a positive impact on the 
bottom line, so in considering new acquisitions and more established members  
of our group of companies, we think very carefully before making any decision  
that could affect a well-balanced culture. Chris Head, Managing Director of H+S 
(right) has been with the Portsmouth business for 23 years. “Its values are very 
important to me. There is a real family feeling about the business. Nick, whose 
grandfather started the business, still works here. We have had people join us  
when they were young and leave us when they were old. Fathers are bringing  
their sons in to be apprentices. It brings strength and trust to our business.”

In an industry whose environmental credentials are under close scrutiny, 
Signature’s terminal building at Boston’s Logan International Airport  
sets new standards for sustainable airport architecture.  
	 Craig Hanson of architects Schenkel Shultz: “Signature’s new Boston  
terminal makes full use of sustainable materials and low voltage lighting. 
Natural light floods the building, reduces the need for electric lights  
and improves the working environment. The design also works hard  
to promote the use of bicycles and public transport; there are showers, 
bike racks and parking spaces set aside for pooled cars.”



Corporate Social Responsibility

Our Corporate Social Responsibility Vision
BBA Aviation’s vision is to create long-term sustainable stakeholder value. We aim to impact 
positively on society and the environment through the operation of our companies and the conduct 
of our personnel. This responsibility includes open and frequent communications with stakeholders, 
employees and customers, as well as with the communities where our companies operate, on 
matters of health, safety and environmental protection and preservation, and fair and equitable 
competition and employment practices. It is the individual responsibility of all BBA Aviation 
managers to ensure that these critical corporate values are reflected in daily business operations.

Supporting this Vision are six key values that underpin the way we do business:

Integrity
We earn the trust and respect of our stakeholders with honesty, fairness, openness and by 
honouring our commitments.

Responsibility
Managing our impact on, and contributing positively to, society and the environment. 

Safety
We are dedicated to safety and security, the elimination of hazards and protecting people,  
property and our environment.

Service
We strive continually to anticipate customer needs, exceeding their expectations.

People
We embrace diversity and equality, investing in and empowering our people through training, 
education and experience.

Performance
We focus on delivery of long-term and sustainable value, continuous improvement and reliability.

Responsibility

SafetyPerformance

ServicePeople

Integrity



Governance of Corporate Social Responsibility at BBA Aviation plc

Group Chief Executive

Board of Directors
(including Mark Harper* a non-executive director and  
BBA Aviation’s CSR Responsible Director)

Functional Executives

CSR Steering Committee
(including representatives from each of the  
operating businesses)

Executive Committee
(including Group HR Director* )

Business Executives

*  Significant CSR leadership roles within BBA Aviation plc.
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As BBA Aviation strives to meet the ever increasing  
expectations of our stakeholders, we are mindful 
of balancing our efforts to meet those expectations 
with our commitment to the fundamentals of 
Corporate Social Responsibility. 

Satisfying the highest ethical standards, complying with the  
law, and exercising appropriate sensitivity to the needs of  
our employees, the communities in which we work, and the 
environment must be integrated with our business goals in a 
complementary manner. This balance cannot be achieved  
unless all of our employees are engaged in this effort.  
Responsibility to the Board for relationships with all our  
stakeholders lies with the Group Chief Executive. 

Shareholders
We are fully committed to increasing the value of the business to our 
shareholders and therefore to communicating with our shareholders to 
reassure them of our focus on enhancing the value of the business. In 
addition to publishing our Corporate Social Responsibility (CSR) reports 
on our website and requesting feedback, we regularly discuss CSR issues 
with them. These discussions and the feedback we have received via 
other channels offer valuable insights into those areas that we can expand 
upon in our future reports to meet the needs of our shareholders better.

Our people
It is our obligation as a company to ensure that, regardless of where they 
work or what job they are performing, our employees have a safe, secure 
and fulfilling work environment that allows them to reach their full potential.

In order to be competitive in the marketplace and to ensure that we 
are positively impacting the communities in which we do business, we 
must first invest in the health and safety of our employees. Protecting  
our employees’ health and safety is therefore our number one priority.

We value the talent that each individual brings to BBA Aviation. 
Helping all our employees play to their strengths and improve their skills, 
in both their job functions and their interactions with customers, is a key 
area of investment for BBA Aviation. It is our belief that by so doing, we 
can continuously improve the calibre of our people, enhance the success 
of our business, and positively impact the world around us.

Fair Treatment, Diversity and Business Ethics
Our people form the foundation of each BBA Aviation business. To sustain 
a committed, progressive workforce, it is critical that we treat our 
employees equitably. A large part of this investment in our employees 
involves ensuring that we operate fairly at all times and do not permit 
discrimination against any employee or applicant for employment on the 
basis of race, religion or belief, colour, gender, disability, national origin, 
age, military status, veteran status, sexual orientation or marital status. This 
includes giving full and fair consideration to suitable applications from 
disabled persons for employment and making appropriate adjustments 
so that if existing employees become disabled they can continue to be 
employed, wherever practicable, in the same job or, if this is not 
practicable, making every effort to find suitable alternative employment 
and to provide relevant training.

Not just a management philosophy, we believe in instilling this 
commitment to fairness in our entire staff, and require that all our employees 
abide by the highest standards of ethical conduct, as reflected in the Group’s 
Corporate Social Responsibility and Code of Business Ethics Policy.

Reporting
In October 2007 we issued our sixth annual Corporate Social Responsibility 
Report. The report can be found on the Company’s website. We have 
continued to gauge the progress of our CSR programme by participation  
in the annual Business in the Community Corporate Responsibility Index. 
Our index scores from 2002 to 2005 showed continued year to year 
improvement. In 2006 the Company did maintain its position as a ‘Top 100’ 
Company in the BitC index, although our score dropped 3.5%. In November 
2007 we again completed the Index survey and look forward to receiving 
Business in the Community’s results and business rankings in 2008.
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Health and Safety
Health and Safety risks are assessed through a dedicated team of health 
and safety professionals operating at various levels throughout our 
organisation. This includes three senior level managers and numerous 
site-based managers who employ web-based audit and training tools and 
who regularly evaluate site performance. Performance statistics such as 
recordable incident data, accident severity, lost work days and workers 
compensation claims are compiled on a continuous basis and reported to 
the Board, Executive Management Committee and senior line 
management. Improvement plans are formulated and performance 
targets are set for all our business units on an annual basis.

In April 2007 we were deeply saddened to report that a fatal accident 
occurred at Detroit Metropolitan Airport. We were shocked by this loss of 
life and have been working with the appropriate authorities to establish 
the root cause and to ensure that such an accident does not happen 
again. This will be achieved through improved training and 
communications, and amendments to processes and systems. Our 
severity index performance has deteriorated in 2007 when compared 
with 2006, but at year-end we did record a Company-wide Recordable 
Incident Rate of 6.3, which is lower than the industry average of 7.1 and 
our RIR performance of 6.6 in 2006. This represents the lowest rate for the 
current portfolio of our aviation businesses since we started to compile 
statistics some six years ago. We realise that much work still lies ahead.  
Our goal is to achieve an industry leadership role in safety practices and 
performance. As the safety improvement programmes that are now 
embedded in our aviation service businesses continue to mature, we 
anticipate further improvement in the months and years to come.

The Environment
Evaluating environmental risks associated with the operation of our 
businesses and managing those risks continues to receive senior 
management level focus within BBA Aviation. The same audit and  
training tools employed to manage health and safety risk are utilised to 
identify issues of environmental compliance and risk on a regular basis. 
Through annual self-assessments and site audits, our personnel develop 
site improvement plans, which are scrutinised by senior management. In 
addition, we engage external consultants to conduct a semi-annual 
‘Environmental Index’ of all business sites in order to gauge their impacts  
on the environment. Finally, through our annual participation in the  
Business in the Environment Survey, we take stock of our environmental 
performance under the scrutiny of external evaluators.

BBA Aviation requires each of our businesses to work towards 
reducing our environmental footprint. For a number of years we have 
focused on identifying and improving performance in key areas of 
environmental impact, which include waste creation, energy and water 
consumption. An initiative to improve waste management at APPH 
Runcorn through improved segregation and waste compaction led to  
a 25% reduction in 2007 in the total amount of hazardous waste going  
to landfill and eliminated over 1,000 road transport miles (0.25 t/CO2).

In addition to focusing our attention on these three key impacts,  
we continue to encourage our businesses to become certificated to ISO 
14001: Environmental Management Systems. APPH Runcorn achieved 
certification in September 2007. APPH Basingstoke and Bolton are also 
working towards certification and the remaining APPH businesses have 
set themselves a 2010 deadline for achieving IS0 14001 certification. 

Under the guidance of the CSR Steering Committee whose membership 
is committed to driving operational CSR leadership within the operating 
businesses, we are developing a strategy for carbon management. This 
plan to measure accurately greenhouse gas emissions will form an integral 
part of our long-term sustainability programme. Significant financial 
investment has already been made by several of our businesses to reduce 
the amount of harmful solvents consumed in their process. Emissions of 
solvent vapour to the atmosphere have been reduced significantly at the 
APPH UK sites through substituting the chemical and through investment 
in and use of the latest technology. Of equal importance our airport 
operations are also looking for opportunities for improvement: the latest 
generation of fuel hydrant trucks coming online at ASIG at London 
Gatwick are compliant with the Euro 5 emissions standard, reducing the 
amount of particulate emissions considered harmful to human health. 

Supporting our local communities and improving our surrounding 
environment remains a priority for BBA Aviation companies. We continue  
to demonstrate our commitment to the environment through many 
activities and initiatives. In keeping with Signature’s commitment to 
environmental responsibility and consistent for a greener airport, Boston’s 
Logan International Airport (BOS) is expected to be Leadership in Energy 
and Environmental Design (LEED) certified in early 2008 as the first ever 
green general aviation facility. LEED is a rating system developed by  
the US Green Building Council. Projects that achieve LEED certification 
incorporate sustainable, green architectural design; make use of 
environmentally friendly building products and energy efficient  
electrical and mechanical systems; and utilise environmentally sensitive 
construction practices to provide for high building performance and  
to minimise environmental impact.

Suppliers
Centralised procurement is one method that BBA Aviation uses to promote 
our CSR principles through the supply chain. We encourage each of our 
businesses to centralise their procurement processes when feasible, and 
source materials and services locally when centralised procurement is 
impractical.

We continue to work actively with suppliers and customers to design 
and develop products that do not impact adversely on the environment, 
health or safety of our broader communities.

Local Communities and Charities
Supporting the local communities in which we work and improving our 
surrounding environment is of paramount importance to BBA companies 
around the world. We recognise that we form part of the broader global 
community. It is our responsibility, as a good neighbour, to contribute to 
those locations where we are resident. In addition to providing support to 
our surrounding communities through our practices of local employment, 
local training and, where appropriate, the purchase of local goods and 
services, we are proud to play an active role in a variety of local activities  
and charities. We continue to demonstrate our commitment to our 
communities through many activities and initiatives. In 2007 Hugh McElroy, 
President and CEO of Dallas Airmotive, received the Humanitarian Award 
from the Dallas Texas Area Chapter American Red Cross and Dallas 
Airmotive was recognised for its employee and corporate donations to 
Hurricane Katrina relief efforts, its ongoing support of the ’Ready When the 
Time Comes’ programme and for creating an environment of volunteerism.

A Board Priority
We remain committed to CSR and it is a priority for the Board to make further 
progress during 2008. We will report on our progress during the year.
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Exchange Rates
A significant proportion of BBA’s earnings are generated in US dollars. The 
movements in this exchange rate since 2005 are shown in the table below:

 
						      2005	 2006	 2007

US Dollars �– Average			   1.82	 1.84	 2.00 
– Spot			   1.72	 1.96	 1.99 

The spot dollar rate, which is used to translate the dollar assets and liabilities at 31 
December 2007, was relatively unchanged but the dollar was weak against sterling 
for the whole of 2007 with the result that the average rate which is used to translate 
our earnings was significantly higher at $2.00 compared to $1.84 in the prior year.  
This had the result of reducing the translated value of pre-tax earnings in the  
current year by some £6.0 million compared to 2006.

Share Based Payments
The impact of share based payments for continuing operations during the year  
was to reduce profits by £0.9 million compared to a credit of £1.6 million in 2006. 
The credit in the prior year was caused by a reduction in the share price impacting 
the accounting cost of a share award which was cash settled (US share option 
holders). The cost in the current year also benefited from a similar adjustment (circa 
£1.1 million) as a number of these shares remain outstanding. Compared to the 
prior year the improvement reduced the results of Flight Support by £1.4 million, 
Aftermarket Services and Systems by £0.9 million and central overhead by  
£0.2 million.

Unallocated central overhead was £9.7 million (2006: £7.3 million). This increase 
results from the inclusion in the prior year of a profit of £1.6 million relating to a 
curtailment gain in the UK pension scheme relating to the demerger of Fiberweb 
and the allocation of £3.7 million of central overhead costs to Fiberweb in 2006 
which has been mostly, but not entirely, offset by cost reductions.

Restructuring Costs and Amortisation of Acquired Intangibles
Restructuring costs and amortisation of acquired intangibles for continuing 
operations were £6.4 million (2006: £8.0 million). Further details of these amounts  
can be found in note 2 to the Consolidated Financial Statements.

Acquisitions and Disposals
The Group acquired five businesses during the year for a total consideration of 
£76.0 million. We acquired Commercial Aircraft Products (CAP) to strengthen the 
presence of APPH in the USA. All of the other businesses related to Signature  
in the USA and in total added another nine locations to our network of bases.  
These businesses, which are detailed on page 40 of the Directors’ Report, have 
contributed approximately £20.5 million of turnover in 2007. The fair market  
value of the assets acquired was £38.2 million, and the resulting goodwill was  
£40.1 million.
	 These acquisitions were financed by the disposal of our businesses at Oxford 
airport which together raised £71.1 million and generated a profit on disposal of 
£38.4 million.
	 An investment in Lider in Brazil was written down by £7.6 million. The decision 
to write down the investment was taken after a discussion with other shareholders 
regarding our future participation in the venture which led to a reconsideration  
of the influence we could exert on future strategy and the carrying value of the 
investment.

Interest
The net interest charge was £19.3 million (2006: £24.6 million) with the reduction 
mostly relating to lower debt levels due to the transfer of £173.1 million of debt to 
Fiberweb at the time of its demerger in November 2006. Interest cover was 5.5 
times (2006: 4.2 times). Assuming that Fiberweb had been demerged on 1 January 
2006 interest costs would have been approximately £17.0 million in the prior year 
with the increase to £19.3 million in the current year mostly relating to higher 
average US dollar interest rates.

Tax and Dividends
The normalised tax rate for continuing operations was 27.0% (2006: 29.9%) with 
the reduction in the rate reflecting the implementation of a new tax structure 
and the release of tax provisions for potential tax exposures in USA and Europe 
which were no longer required. The Board is recommending a final dividend of 
5.35p bringing the total for the year to 7.6p (2006: 8.5p). If Fiberweb had been 
demerged at the beginning of 2006 and if BBA Aviation had been operating as an 
independent company from that time it is anticipated that the full year dividend 
would have been 7.1p. Against this rebased full year dividend the recommended 
2007 dividend represents an increase of 7%.

Pensions
The overall value of our pension scheme assets is unchanged at £478.1 million 
(2006: £477.1 million), whilst liabilities have fallen significantly, due principally to 
increased discount rates, to £422.8 million (2006: £498.2 million). The resulting 
surplus of £65.6 million in the UK scheme was not recognised as it is not expected 
that the surplus will result in a reduction to the Company’s contributions to the 
scheme. Excluding the surplus on the UK scheme there was an overall deficit of 
£(10.3) million (2006: £(21.1) million). Following an actuarial valuation of the UK 
schemes in 2004, the Company made a special contribution of £5.0 million during 
2005 and 2006 and a further contribution of £3.7 million was made in 2007. 

Cash Flow and Debt
Cash flow from operating activities for the Group reduced to £78.7 million (2006: 
£118.8 million) and for continuing operations was £102.4 million (2006: £122.1 
million). The reduction for continuing operations resulted from higher tax cash 
payments and an outflow in working capital caused by a build up in inventory 
particularly in the ERO and APPH businesses. As anticipated there was a working 
capital inflow during the second half of £3.9 million and further improvements in 
inventory turns are being targeted for 2008. There was a free cash inflow of £18.1 
million compared to £3.1 million in 2006.

Net debt was £375.2 million, slightly higher than at the end of 2006 (£356.9 
million). There was a net cash outflow of £19.3 million in the period which included 
cash payments in respect of the demerger of £23.7 million relating to adviser costs 
and the settlement of a Section 75 pension obligation.

Directors’ Report
Business Review: Financial Matters
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Gross capital expenditure reduced to £39.8 million (2006: £91.8 million) and 
represents 1.3 times depreciation (2006: 1.4 times). Aviation expenditure in 2006 
amounted to £47.0 million and the reduction in expenditure related to Flight Support. 

A significant proportion of our debt is held in US dollars as a hedge against  
our US dollar assets. The weakening of the US dollar against sterling has had a 
significant beneficial impact on the translated value of our dollar debt. A profile  
by currency is shown in the table below:

(Debt)/Cash profile by currency 

							       2007	 2006
							       £m	 £m

Sterling					     355	 187
US dollars				    (616)	 (457)
Euros					     (112)	 (85)
Others					     (2)	 (2)
Total	  				    (375)	 (357)

The Group has a syndicated multi-currency loan for £450.0 million that will expire  
in 2012. 

The Group policy with respect to cash deposits is to only have deposits with 
pre-approved banks with credit ratings of A1/P1 and with limits on the amount 
deposited with each institution dependent on their credit rating. Deposits are 
generally for short-term maturity (less than three months). 

Financial Risk Management and Treasury Policies
The main financial risks of the Group relate to funding and liquidity, interest rate 
fluctuations and currency exposures. A central Treasury department that reports 
directly to the Group Finance Director and operates according to objectives, 
policies and authorities approved by the Board, performs the management  
of these risks. 
	 The overall policy objective is to use financial instruments to manage financial risks 
arising from the underlying business activities and therefore the Group does not 
undertake speculative transactions for which there is no underlying financial exposure. 
More details are set out in note 18 to the Consolidated Financial Statements.

Funding and Liquidity
The Group’s operations are financed by a combination of retained profits, equity 
and borrowings. Borrowings are generally raised at Group level from banks and 
then lent to operating subsidiaries on commercial terms. The Group maintains 
sufficient available committed borrowing facilities to meet any forecasted funding 
requirements.

At the end of 2007, the Group had committed bank facilities of $900.0 million  
of which $77.7 million was undrawn. In addition, the Group maintains uncommitted 
facilities for daily working capital fluctuation purposes. At the end of 2007, the 
undrawn amount of these uncommitted facilities totalled $33.2 million.

Interest Rate Risk Management
The interest rate exposure arising from the Group’s borrowing and deposit activity  
is managed by using a combination of fixed and variable rate debt instruments and 
interest rate swaps. The Group’s policy with respect to interest rate is to fix portions 
of debt for varying periods based upon our debt maturity profile and an 
assessment of interest rate trends. At the end of 2007, approximately 32% of the 
Group’s total borrowings were fixed at weighted average interest rates of 4.5%  
for varying terms up to two years.

Currency Risk Management
The Group’s policy is to hedge all significant transactional currency exposures 
through the use of forward currency contracts. It is also the Group’s policy to hedge 
overseas capital employed, including recognised goodwill, between 50% and 85% 
by means of currency loans and currency swaps.
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1. Michael Harper (63) Chairman
He was appointed to the Board in February 2005 as a non-executive Director, 
becoming interim CEO in February 2006. He temporarily assumed the role  
of Executive Chairman with effect from 17 January 2007 and became 
non‑executive Chairman on 11 June 2007. An engineer by training, he was a 
director of Williams plc and on the demerger in 2000 became Chief Executive  
of Kidde plc. He was appointed Chairman of Whatman plc in December 2007  
and is also Chairman of Vitec Group plc and a non-executive director of  
Ricardo plc and Catlin Group Limited.

2. Simon Pryce (46) Group Chief Executive
He was appointed to the Board in June 2007. He is a chartered accountant and  
was previously with GKN plc for nine years in a variety of roles, most recently  
as Chief Executive of GKN’s Diversified Businesses Group. Prior to joining GKN  
he held senior positions at JP Morgan and Lazards in London and New York.

3. Andrew Wood (56) Group Finance Director
He was appointed to the Board as Group Finance Director in January 2001.  
A chartered management accountant, he was formerly Group Finance Director  
of Racal Electronics plc.

4. Bruce Van Allen (52) President Flight Support 
He was appointed to the Board in May 2002. He joined Signature in 1993 and has 
held various posts since that date, including most recently, CEO of BBA Aviation 
North America.

1. Simon Pryce, Group Chief Executive
2. Andrew Wood, Group Finance Director
3. Bruce Van Allen, President Flight Support
4. Gary Fisher, Group HR Director
5. Sarah Shaw, Group Secretary
6. Dave Haslam, Managing Director APPH Group
7. Jim Gerwien, President Legacy Support
8. Hugh McElroy, President Engine Repair & Overhaul
9. Iain Simm, General Counsel

5. Mark Harper (51) Non-executive Director,  
Chairman, Remuneration Committee
He was appointed to the Board in December 2006. He is Chief Executive of Filtrona 
plc, the international speciality plastic and fibre products supplier which demerged 
from Bunzl plc in June 2005. He joined Bunzl in 1986 where he held a number of 
general management positions. He is BBA’s CSR Responsible Director and became 
the Chairman of the Remuneration Committee on 27 April 2007. 

6. Nick Land (60) Non-executive Director,  
Chairman, Audit Committee 
He was appointed to the Board in August 2006. He was formerly Chairman of  
Ernst & Young LLP and a member of the Global Executive Board of Ernst & Young, 
positions which he held from 1995 to 2006. He is now a non-executive director  
of Royal Dutch Shell plc, Vodafone Group Plc and Ashmore Group plc and a 
member of the Advisory Board of Three Delta LLP. He also sits on the Finance and 
Audit Committees of the National Gallery and is Chairman of the Practice Advisory 
Board of the Institute of Chartered Accountants of England and Wales and the 
Board of Trustees of Farnham Castle. He is a trustee of the Vodafone Group 
Foundation. He became Chairman of the Audit Committee on 1 March 2007.

7. John Roques (69) Non-executive Director,  
Senior Independent Director,  
Chairman, Nomination Committee
He was appointed to the Board in January 1999. He is a non-executive director of 
Premier Farnell plc and Henderson Group plc. He was formerly a partner at Deloitte  
& Touche, retiring in 1999 as Senior Partner. He became the Senior Independent 
Director and Chairman of the Nomination Committee on 27 April 2007. 

8. Hansel Tookes (60) Non-executive Director
He was appointed to the Board in February 2007. He is a non-executive director  
of Corning, Inc., FPL Group, Inc., Harris Corporation and Ryder System, Inc. For  
nearly twenty years, he held various positions at United Technologies Group 
including as President, Large Military Engines Group, Pratt & Whitney. He retired  
in 2002 from Raytheon, Inc., where he had formerly been Chairman and CEO  
of Raytheon Aircraft Group.
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Directors’ Report
Additional Disclosures

Group results and dividends
The results for the year ended 31 December 2007 are shown in the Consolidated 
Income Statement on page 58. The directors recommend the payment of a  
final ordinary share dividend for 2007 of 5.35p net per share on 23 May 2008 to 
shareholders on the register at the close of business on 25 April 2008, which 
together with the interim dividend paid on 2 November 2007 makes a total  
of 7.6p net per ordinary share for the year (2006: 8.5p).

Acquisitions and disposals 
1	 Acquisitions
1.1	� On 2 February 2007, the Group purchased the assets of Commercial Aviation 

Products for an immediate cash consideration of $5.7 million (£2.9 million) and 
a deferred contingent cash consideration of up to $3.3 million (£1.7 million).

1.2	� On 19 July 2007, the Group purchased Executive Beechcraft, Inc for an 
immediate cash consideration of $75.9 million (£37.4 million) and a deferred 
cash consideration of $2.5 million (£1.3 million).

1.3	� On 27 July 2007, the Group acquired Marathon Flight Services for an 
immediate cash consideration of $5.4 million (£2.6 million), and a deferred  
cash consideration of $0.6 million (£0.3 million).

1.4	� On 31 August 2007, Signature Flight Support Athens S.A. purchased A&T 
Aviation Services business for an immediate cash consideration of €0.6 million 
(£0.4 million). The business provides ground handling services in the general 
aviation market at Makedonia Airport, Greece.

1.5	� On 27 September 2007, the Group purchased the assets of Carolina Air Center 
of Hilton Head, Inc. for an immediate cash consideration of $16.7 million  
(£8.2 million).

1.6	� On 9 November 2007, the Group announced the acquisition of Regent Aviation 
based in St. Paul Minnesota for $50.3 million (£24.5 million). Regent Aviation 
has operations at St. Paul Downtown Airport and Rochester International 
Airport in Rochester Minnesota.

2	 Disposals
2.1	� On 6 February 2007, the Group completed the sale of the Signature Flight 

Support Corporation facility at Oxnard Municipal Airport, Oxnard, California  
to Golden West Air Terminals, Inc. (Note: no cash changed hands on this sale 
except for fuel inventory on hand.)

2.2	� On 19 June 2007, the Group entered into a sale agreement to dispose of 
Oxford Aviation Training for a consideration of £32.0 million. The disposal  
was completed on 29 June 2007, on which date control of Oxford Aviation 
Training passed to the acquirer.

2.3	� On 19 July 2007, the Group completed the sale of Oxford Aviation Services 
Limited, trading as Oxford Airport, to OA Acquisitions Limited for a debt  
free cash free consideration of £39.1 million.

The consideration relating to the various acquisitions and disposals stated above 
reflects exchange rates at the date of announcement of the relevant transaction.

Events after the balance sheet date
Details of post balance sheet events are set out in note 29 to the Consolidated 
Financial Statements. 

Change in share capital
Changes in share capital are shown in note 22 to the Consolidated Financial 
Statements. That note also contains a summary of the rights attaching to each class 
of shares and details of the number of ordinary shares held in employee benefit 
trusts. The Company was given authority to purchase up to 14.99% of its existing 
ordinary share capital at the 2007 Annual General Meeting. The authority will expire 
at the conclusion of the Annual General Meeting in April 2008 unless renewed. 
Accordingly, a special resolution to renew the authority will be proposed at the 
forthcoming Annual General Meeting. Details of the resolution renewing the 
authority to purchase ordinary shares are included with the Notice of Annual 
General Meeting enclosed with this Report.

Substantial shareholdings
The Company has been notified, as at 27 February 2008, under the provisions of the 
Disclosure and Transparency Rules that came into force on 20 January 2007, of the 
following interests in the voting rights of the Company:

								        %

Aviva plc		 7.97
Standard Life Investments 	 7.05
Prudential plc 	 6.53
Schroders plc	 4.96
Legal & General Group plc	 4.02
Barclays Global Investors	3 .22
	
Research and development
The Group continues to devote considerable effort and resources to research and 
development of new processes and products. Costs are charged against income  
as incurred.

Market value of land and buildings
The directors are of the opinion that the market values of the Group’s properties  
are not substantially different from the values included in the Group’s financial 
statements.

Financial risk management and treasury policies
The financial risk management and treasury policies of the Group are set out on page 
37 and in notes 17 and 18 to the Consolidated Financial Statements.
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Board of directors
The current directors of the Company at the date of this report appear on  
pages 38 and 39. They held office throughout the financial year under review  
with the exception of Hansel Tookes who was appointed to the Board on  
19 February 2007 and Simon Pryce who was appointed to the Board on  
11 June 2007. 

Directors’ interests in shares
Directors’ interests in shares and share options are contained in the Directors’ 
Remuneration Report.

Directors’ Indemnities
On 2 July 2007 the Company entered into a deed of indemnity in favour of Simon 
Pryce and on 22 August 2007 the Company entered into a deed of indemnity in 
favour of Hansel Tookes under which the Company agreed to indemnify each 
director against liabilities incurred by that director in respect of acts or omissions 
arising in the course of their office or otherwise by virtue of their office. The 
Company had entered into deeds of indemnity in 2006 in favour of each of its then 
directors and on 19 November 2007 these and the deed in favour of Simon Pryce 
were amended so that all the deeds of indemnity in favour of the Company’s 
current directors are in identical terms. In addition the Company has entered into 
an indemnity deed poll in substantially similar terms dated 19 March 2007 in favour 
of members of the Executive Management Committee and other members of 
senior management. Where such deeds are for the benefit of directors they are 
qualifying third party indemnity provisions as defined by section 309B of the 
Companies Act 1985 or section 234 of the Companies Act 2006, as applicable.  
At the date of this report, these indemnities are therefore in force for the  
benefit of all the current directors of the Company and other members of  
senior management. 

On 1 November 2007 a subsidiary of the Company, BBA Aviation Finance, 
entered into qualifying third party indemnity provisions as defined by section 234 
of the Companies Act 2006 in favour of its directors under which each director  
is indemnified against liabilities incurred by that director in respect of acts or 
omissions arising in the course of their office or otherwise by virtue of their  
office and such provisions remain in force as at the date of this report.

Agreements 
Under s992 of the Companies Act 2006 the Company discloses that in the  
event of a change of control in the Company (i) its $900m revolving credit facility 
dated 7 September 2007 and certain industrial revenue bonds in the amount of 
$44.0 million currently guaranteed by the Company could become repayable and 
(ii) certain authorisations issued to the ERO business to carry out certain works on 
the authorising OEM’s engines could become terminable by the relevant OEM 
(OEMs include Rolls-Royce, Pratt & Whitney Canada and Honeywell). Under s992  
of the Companies Act 2006 the Company also discloses (in addition to the  
clause in Simon Pryce’s contract referred to in the Directors’ Remuneration Report 
on page 49 and the potential release of shares awarded to Simon Pryce referred  
to in the Directors’ Remuneration Report on page 50) an amendment to an 
employment agreement between a subsidiary company and Greg Murrer entered 
into in February 2000 and an amendment to an employment agreement between 
a subsidiary company and Sarah Shaw entered into in March 2000, both of which  
have provisions such that in certain circumstances relating to a change of control  
of the Company they could receive compensation upon early termination of up  
to two years’ remuneration, based on basic salary, bonus, benefits in kind and 
pension rights during the notice period. 

Employees
There are various opportunities to provide employees with information on matters 
of concern to them and to improve employees’ awareness of the financial and 
economic factors that affect the performance of the Company. These include  
“all hands briefings”, staff forums and meetings with trade unions that take place 
throughout the year. Further details about our philosophy in this area are set out  
on page 34.

Suppliers payment policy
The Company and Group’s policy is to settle terms of payment with suppliers when 
agreeing the terms of each transaction, to ensure that suppliers are made aware of 
the terms of payment and to abide by the terms of the payment. 

Resolutions at the Annual General Meeting
The Company’s Annual General Meeting will be held on 30 April 2008. 
Accompanying this report is the Notice of the Annual General Meeting, which  
sets out the resolutions to be considered and approved at the meeting. As well as 
more routine matters such as the renewal of authority to allot shares, to disapply 
pre-emption rights and to purchase own shares, resolutions are being proposed  
to adopt new Articles of Association to update the Company’s current Articles 
primarily to take account of changes in English company law brought about by  
the Companies Act 2006. The resolutions are explained in a letter from the 
Chairman which accompanies the Notice.

Charitable and political donations 
Group donations to charities worldwide were £95,000 (2006: £223,800) with UK 
charities receiving £17,500  (2006: £6,000). No donations were made to any political 
party in either year.

Auditors 
As required by section 234ZA of the Companies Act 1985, each of the directors,  
at the date of the approval of this report, confirms that:
(a)	� so far as the director is aware, there is no relevant audit information of which 

the Company’s auditors are unaware; and
(b)	� the director has taken all the steps that he ought to have taken as a director to 

make himself aware of any relevant audit information and to establish that the 
Company’s auditors are aware of that information. 

Words and phrases used in this confirmation should be interpreted in accordance 
with section 234ZA of the Companies Act 1985. 

A resolution to reappoint Deloitte & Touche LLP as auditors of the Company 
will be proposed at the Annual General Meeting.

Directors’ Report approved by the Board on 27 February 2008 and signed on its 
behalf by:

Andrew Wood
Group Finance Director
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Directors’ Report
Directors’ Corporate Governance Report

1	 Compliance
2	 The Board’s Role 
3	 The Board and Independence
4	 Chairman and Group Chief Executive
5	 Board Appointments
6	 Information and Professional Development
7	 Performance Evaluation
8	 Board Committees
9	 Audit and Accountability
	 a. Financial reporting
	 b. Audit Committee
	 c. Systems of Internal Control
10	 Shareholder Relations

1. Compliance
The Board is committed to ensuring high standards of corporate governance are 
maintained at BBA Aviation plc. 

The Company applies the principles of corporate governance set out in Section 1 
of the revised Combined Code issued in June 2006 through its own behaviour, by 
monitoring corporate governance best practice and by adopting appropriate 
recommendations of relevant bodies. 

The directors can confirm compliance throughout 2007 with the provisions set 
out in Section 1 of the Combined Code except as follows: the roles of Chairman  
and Group Chief Executive were held by the same individual for a period in 2007 
(which is explained further in paragraph 3 on this page and paragraph 4 on page 
43); there was not a majority of independent non-executive directors on the 
Nomination Committee for two short periods when there were no meetings of the 
Committee (which is explained further in paragraph 8b on page 44) and bonuses 
and benefits in kind for an executive director (based in the US) are historically 
pensionable (which is explained further in the Directors’ Remuneration Report 
on page 56). 

The auditors’ report concerning the Company’s compliance with the Combined 
Code appears on page 57.

2. The Board’s Role
The Board recognises its collective responsibility for the success of the Company.  
Its role includes providing effective leadership and setting the Group’s strategic 
aims. It assesses business opportunities and seeks to ensure that appropriate 
controls are in place to assess and manage risk. It is responsible for reviewing 
management’s performance and oversees senior level succession planning within 
the Group. The Board is responsible for setting the Company’s values and standards, 
ensuring the Company’s obligations to its shareholders are met. 

There were seven scheduled Board meetings in 2007 which were attended by 
all the directors, other than the February meeting which Bob Phillips was not able  
to attend and the April meeting for which David Rough gave his apologies. These 
meetings focus on strategy, financial and business performance. Additional 
meetings were called as required to deal with specific matters. The Board agenda  
is set by the Chairman in consultation with the Group Chief Executive, the Group 
Finance Director and the Group Secretary. 

The Board has a formal schedule of matters reserved to it for decision including 
approval of matters such as:
•	 strategy and objectives
•	 Group policies
•	 annual budgets
•	 dividends
•	 acquisitions and disposals of businesses
•	 expenditure over a certain limit
•	 financial results
•	 appointments to the Board

The schedule of matters is reviewed by the Board on an annual basis. Matters outside 
the scope of this formal schedule are decided by management in accordance with 
delegated authorities approved by the Board and Audit Committee. 

The Board’s policies and procedures are set out in a Directors’ File which is 
provided to all directors on appointment and which is updated routinely. 

3. The Board and Independence 
At the date of this report, the Board comprises a chairman, four other non-executive 
directors and three executive directors who contribute a wide range of 
complementary skills and experience. A short biography of each current director is 
set out on page 39.

Changes during the Year
During the year, Roberto Quarta stepped down from his position as non-executive 
Chairman of the Company and on 17 January 2007 Michael Harper was appointed  
to the temporary position of Executive Chairman. As reported in last year’s Annual 
Report, the Board considered alternative arrangements at the time of Michael 
Harper’s appointment as Executive Chairman and concluded that the Company’s 
interests were best served by the appointment, which had the support of its major 
shareholders. Michael Harper became non-executive Chairman on the appointment 
of Simon Pryce as Group Chief Executive on 11 June 2007. Simon Pryce will be 
seeking election at the forthcoming AGM. 

David Rough retired from the Board at the AGM on 26 April 2007 and Bob 
Phillips retired from the Board at the expiry of his term of appointment on  
5 May 2007. On David Rough’s retirement as non-executive director, John Roques 
succeeded him as the Board’s Senior Independent Director and he is available to 
shareholders if they have concerns which normal channels of contact with the  
Board would not resolve or for which such channels would be inappropriate. John 
Roques’ appointment as a non-executive director was renewed with effect from  
11 January 2008 for a further term until the conclusion of the AGM to be held in 
2009. Mark Harper (who was appointed to the Board on 1 December 2006) took  
on the role of Remuneration Committee Chairman on David Rough’s retirement  
and is also CSR Responsible Director. 

Nick Land (who was appointed to the Board on 1 August 2006) assumed  
the chairmanship of the Audit Committee from John Roques on 1 March 2007.

On 19 February 2007 Hansel Tookes was appointed to the Board. 
The Board has determined that all its non-executive directors (including John 

Roques, who was appointed to the Board in January 1999) are independent in 
character and judgement. The Board believes that Michael Harper was also 
independent in character and judgement on appointment as Chairman (although 
he was temporarily Executive Chairman in 2007 and interim CEO for much of 2006) 
and is of the view that he has demonstrated his independence throughout his 
period of office. 

At the forthcoming AGM Mark Harper, Nick Land and Andrew Wood retire by 
rotation in accordance with the Company’s Articles and John Roques (having served 
on the Board for more than nine years) retires in accordance with the provisions of 
the Combined Code and each intends to seek re-election at that time. The Board 
believes that each of Mark Harper, Nick Land and John Roques should be re-elected 
by shareholders as a non-executive director because, as evidenced by Board 
performance evaluations, each continues to be effective and demonstrate 
commitment to his role. The Board believes that each of them will continue to do so. 
The Board fully reviewed the renewal of John Roques’ appointment in the light of 
the Board’s performance evaluations and additional Board discussion took place. 
The Board particularly values the continuity of experience which John Roques has 
provided during a period of substantial change in Board membership and which  
he continues to provide as the Company moves into its second year as a business 
focused on aviation services. 
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During the year the Chairman met the other non-executive directors without the 
attendance of the executive directors and there was a formal meeting of the Senior 
Independent Director and non-executive directors without the Chairman present. 
There were several other occasions during the year when discussions between 
various directors took place on an informal basis.

Executive directors must obtain the prior consent of the Board before 
accepting a non-executive directorship in any other company. Executive directors 
may retain the fees from any such directorship. During the period to 30 June 2007 
Michael Harper was paid the following fees from non-executive directorships to 
which he had been appointed prior to his appointment as Group Chief Executive 
(and subsequently Executive Chairman) of the Company: Catlin Group Limited 
£31,570, Ricardo plc £17,740, Umeco plc £10,000 and Vitec Group plc £47,500. 

4. Chairman and Group Chief Executive
On the appointment of Simon Pryce as Group Chief Executive on 11 June 2007 
Michael Harper stood down from his temporary role of Executive Chairman and 
resumed his position as a non-executive director. During the period between  
17 January 2007 and 11 June 2007, while Michael Harper was Executive Chairman, 
there was no division of responsibilities between the Chairman and the Group Chief 
Executive. Since 11 June 2007 there has again been a clear division of responsibilities 
between the Chairman and the Group Chief Executive. This is reinforced by a written 
statement of the division of responsibilities between the two positions which has 
been reviewed and approved by the Board. Michael Harper as Chairman is primarily 
responsible for leading the Board and ensuring its effectiveness. He is responsible  
for setting the Board agenda and ensuring the directors receive information in an 
accurate, clear and timely manner. He is responsible for promoting effective 
decision-making, ensuring the performance of the Board, its committees and 
individual directors are evaluated on an annual basis and that appropriate Board 
training and development occurs. Simon Pryce as Group Chief Executive is 
responsible for the development and implementation of Board strategy and policy, 
the running of the Group’s business, ensuring that the business strategy and 
activities are effectively communicated and promoted within and outside the 
business and for building positive relationships with the Company’s stakeholders.

5. Board Appointments 
The Board acknowledges its responsibility for planned and progressive refreshing of 
the Board. It believes that the necessary arrangements to manage succession issues 
promptly and effectively are in place. There is a formal and transparent procedure for 
the appointment of new directors to the Board, the prime responsibility for which is 
delegated to the Nomination Committee. The appointment process is initiated by 
the Board and a selection procedure established to identify suitable external search 
consultants for the vacancy. The process differs in its detail depending on whether 
the appointment is for an executive or non-executive position, but the essentials 
remain the same. Following the appointment of a suitable external consultant, 
details of the role and capabilities required for the appointment are prepared.  
The consultant then draws up a list of potential candidates and a shortlist is created 
through consultation amongst Nomination Committee members. The Board  
as a whole is also regularly updated as to the status of the appointment process. 
Meetings as appropriate are arranged with Committee members and the 
Committee aims to ensure that each Board member is given the opportunity to 
meet the short-listed candidates. The Nomination Committee will then meet to 
finalise a recommendation to the Board regarding the appointment. A similar 
process was carried out during 2007 for the appointment of Hansel Tookes and 
Simon Pryce. This process was also used for the appointment of Michael Harper  
as a non-executive director in 2005, when he was considered a potential successor 
to the position of Chairman in due course, and in the circumstances at the time of 
his appointment as Chairman in 2007 the use of external search consultants was  
not thought appropriate.

The Board has a written framework for the induction of new directors. This includes 
site visits, meetings with senior management and advisers and the provision of 
corporate documentation. A personal induction programme is prepared for each 
new director tailored to the experience and needs of the individual. New directors 
are available to meet major shareholders on request.
	 Appointments of non-executive directors are made by the Board for an initial 
term of three years. This term is subject to the usual regulatory provisions and 
continued satisfactory performance of duties following the Board’s annual 
performance evaluation. Re-appointment for a further term is not automatic but 
may be made by mutual agreement. In addition, it is the Company’s practice that  
all directors are subject to re-election at least every three years.

The fees of the non-executive directors are determined by the Board as  
a whole on the recommendation of the Group Chief Executive. No director is  
involved in deciding his own remuneration or fees. Letters of appointment for  
the non-executive directors are available for inspection by shareholders at each 
AGM and during normal business hours at the Company’s registered office.
 

6. Information and Professional Development 
The Chairman takes responsibility for ensuring the directors receive accurate,  
timely and clear information with Board and Committee papers being circulated  
in advance of the meeting. The Board and its Committees are kept informed of 
corporate governance and relevant regulatory developments as they arise and 
receive appropriate briefings. For example, in 2007 the Board was updated on 
relevant aspects of the new UK Companies Act 2006 whilst the Audit Committee  
is routinely briefed on accounting and technical matters by senior management  
and the external auditors. 

In addition to formal Board meetings, the Chairman maintained regular contact 
during the year with other directors to discuss specific issues. Opportunities exist 
throughout the year for informal contact between Board members and with members 
of the senior management team and site visits are arranged for Board members.

The Board believes that, given the experience and skills of its current directors, 
the identification of individual development needs is best left to the individual 
director’s discretion. If any such needs became evident through the annual 
performance evaluation, the director would be encouraged to pursue the necessary 
development. The Company will provide the necessary resources for developing 
and updating the directors’ knowledge and skills. 

All directors have access to the advice and services of the Group Secretary  
and the Board has established a procedure whereby directors wishing to do so  
in furtherance of their duties may take independent professional advice at the 
Company’s expense. 

The Company arranges appropriate insurance cover in respect of legal actions 
against its directors. The Company has also entered into indemnities with its 
directors as described on page 41 of this Directors’ Report.

7. Performance Evaluation
In the autumn of 2007 the Chairman, in conjunction with the Senior Independent 
Director, led the performance evaluation and appraisal process for the Board and  
its main Committees. The Chairman discussed with each director individually their 
replies to a questionnaire they had previously completed concerning the Board,  
its Committees and their operation; any other concerns they had and their own 
performance. In addition, the Senior Independent Director, in consultation with the 
other non-executive directors and taking into account the views of the executive 
directors, reviewed the performance of the Chairman and the performance 
evaluation and appraisal process as a whole. Overall the conclusion from the Board 
evaluation and appraisal process was positive, with each individual director 
contributing actively to the effective performance of the Board and the Committees 
of which he is a member. The Board considered the outcomes of the evaluation at 
its November meeting and agreed a number of action points, including a more 
formally scheduled Board training programme and a more structured timetable of 
presentations from each of the businesses within the Group, and set itself objectives 
relating to strategy, succession planning, management development training and 
corporate social responsibility to be achieved in the course of 2008. 
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8. Board Committees
The Board operates a Remuneration Committee, a Nomination Committee and  
an Audit Committee. Written terms of reference for each Committee are available  
on request and are posted on the Company’s website.

a. Remuneration Committee 
Composition 
During 2007 the Remuneration Committee comprised those non-executive 
directors set out in the table below. Apart from Hansel Tookes and Michael Harper, 
these directors were on the Committee at the time of determining remuneration  
for the year ended 31 December 2007. Michael Harper was not a member of the 
Committee while he was employed by the Company in an executive capacity. The 
members of the Remuneration Committee concluded after discussion that Michael 
Harper had been independent in character and judgement on his appointment as 
Chairman and therefore that it was appropriate for him to become a member of the 
Remuneration Committee after he became a non-executive Chairman.

					     During Year
				    01/01/07	 Resigned	 Appointed	 31/12/07	 27/02/08

Mark Harper	 ✓	 –	 ✓	 ✓	 ✓
	 as Chairman	 –	 –	 27/04/07	 –	 – 
Michael Harper	 –	 –	 01/07/07	 ✓	 ✓
Nick Land	 ✓	 –	 –	 ✓	 ✓
Bob Phillips	 ✓	 05/05/07	 –	 –	 –
John Roques	 ✓	 –	 –	 ✓	 ✓
David Rough	 ✓	 26/04/07	 –	 –	 –
Hansel Tookes	 –	 –	 19/02/07	 ✓	 ✓

During 2007 the Remuneration Committee met on seven occasions. These 
meetings were attended by all Committee members save for Bob Phillips in 
February. Executive directors and the Group HR Director may attend these  
meetings by invitation.

Role
The Committee has two principal functions: first, making recommendations to the 
Board on the framework or broad policy for the remuneration of executive directors 
and other designated senior executives and second, determining on behalf of  
the Board the specific remuneration package for each of the executive directors, 
including pension rights and any compensation payments.

The Remuneration Committee is also responsible for discussing and agreeing  
a compensation policy for the Group. In conjunction with the Group Chief Executive 
and Group HR Director, the Committee is tasked with developing a broad 
compensation framework for senior management and for reviewing the 
remuneration for certain senior executives. The specific application of this  
policy and framework to each senior executive is the responsibility of the Group 
Chief Executive.

Further details of the work of the Remuneration Committee appear in the 
Directors’ Remuneration Report.

Directors’ Report
Directors’ Corporate Governance Report

b. Nomination Committee
Composition
The composition of the Nomination Committee during 2007 is set out in the table 
below. The Nomination Committee comprised three non-executive directors and 
two executive directors for most of the year, apart from two short periods when the 
Committee had a membership of two non-executive directors and two executive 
directors. The Committee did not meet during the periods when there was not a 
majority of independent non-executive directors on the Committee. 

					     During Year
				    01/01/07	 Resigned	 Appointed	 31/12/07	 27/02/08

Roberto Quarta	 ✓	 17/01/07	 –	 –	 –
Michael Harper	 ✓	 –	 –	 ✓	 ✓
Simon Pryce	 –	 –	 11/06/07	 ✓	 ✓
Andrew Wood	 ✓	 –	 –	 ✓	 ✓
Nick Land	 –	 –	 17/01/07	 ✓	 ✓
John Roques	 –	 –	 17/01/07	 ✓	 ✓
	 as Chairman	 –	 –	 27/04/07	 –	 –
David Rough	 ✓	 26/04/07	 –	 –	 – 
	 as Chairman	 –	 –	 17/01/07	 –	 –

Other directors may attend Nomination Committee meetings by invitation.  
The Nomination Committee meets as required. During 2007 the Committee  
met formally on three occasions with attendance by all Committee members.  
This was supplemented with numerous individual briefings and meetings between 
Committee members. 

Role
The principal role of the Committee is to make recommendations to the Board on 
the appointment of the Company’s executive and non-executive directors. It is 
responsible for identifying and nominating candidates to fill Board vacancies. In 
making appointments, the Committee evaluates the balance of skills, knowledge 
and experience on the Board and in the light of this evaluation considers the 
capabilities required for the role and, in the case of a non-executive appointment, 
the time available to fulfil the role. Use is made of independent search consultants 
and the final appointment rests with the full Board. More information on the role  
of the Nomination Committee is set out in “Board Appointments” above. 

Details regarding the Audit Committee are set out in paragraph 9b on page 45.
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9. Audit and Accountability
a. Financial Reporting 
Statement of directors’ responsibilities
The directors are responsible for preparing the Annual Report, Directors’ 
Remuneration Report and the financial statements in accordance with applicable 
law and regulations. 

Company law requires the directors to prepare financial statements for each 
financial year. The directors are required by the IAS Regulation to prepare the Group 
financial statements under International Financial Reporting Standards (IFRSs) as 
adopted by the European Union. The Group financial statements are also required 
by law to be properly prepared in accordance with the Companies Act 1985 and 
Article 4 of the IAS Regulation.

International Accounting Standard 1 requires that IFRS financial statements 
present fairly for each financial year the Company’s financial position, financial 
performance and cash flows. This requires the faithful representation of the effects 
of transactions, other events and conditions in accordance with the definitions and 
recognition criteria for assets, liabilities, income and expenses set out in the 
International Accounting Standards Board’s “Framework for the preparation and 
presentation of financial statements”. In virtually all circumstances, a fair presentation 
will be achieved by compliance with all applicable International Financial Reporting 
Standards. However, directors are also required to:
• 	 properly select and apply accounting policies;
• 	� present information, including accounting policies, in a manner that provides 

relevant, reliable, comparable and understandable information; and 
• 	� provide additional disclosures when compliance with the specific requirements 

in IFRSs are insufficient to enable users to understand the impact of particular 
transactions, other events and conditions on the entity’s financial position and 
financial performance.

The directors have elected to prepare the parent company financial statements in 
accordance with United Kingdom Generally Accepted Accounting Practice (United 
Kingdom Accounting Standards and applicable law). The parent company financial 
statements are required by law to give a true and fair view of the state of affairs of 
the company. In preparing these 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; and
• 	� state whether applicable UK Accounting Standards have been followed, subject 

to any material departures disclosed and explained in the financial statements.

The directors are responsible for keeping proper accounting records that disclose 
with reasonable accuracy at any time the financial position of the Company and 
enable them to ensure that the parent company financial statements comply with 
the Companies Act 1985. They are also responsible for safeguarding the assets of the 
Company and hence for taking reasonable steps for the prevention and detection  
of fraud and other irregularities. 

The directors are responsible for the maintenance and integrity of the corporate 
and financial information included on the Company’s website. Legislation in the 
United Kingdom governing the preparation and dissemination of financial 
statements may differ from legislation in other jurisdictions.

A procedure is in place to enable the directors to provide the confirmation 
regarding audit information required under section 234ZA of the Companies  
Act 1985. This confirmation is set out on page 41 of the Directors’ Report – 
Additional Disclosures. 

Going Concern
In compliance with corporate governance requirements, the directors consider  
that after a critical review of the Group’s 2008 budget and medium-term plans  
the Company and the Group have adequate resources to continue in operational 
existence for the foreseeable future. Accordingly, the financial statements have  
been prepared on a going concern basis.

b. Audit Committee
Composition
During 2007 the Audit Committee comprised the independent non-executive 
directors as set out in the following table. The Chairman of the Committee until  
1 March 2007, John Roques, and the replacement in that role with effect from  
1 March 2007, Nick Land, each have relevant and recent financial experience and  
a professional accountancy qualification as required by the Smith Guidance.  
In addition the other Committee members all have experience of corporate  
financial matters. 

					     During Year
				    01/01/07	 Resigned	 Appointed	 31/12/07	 27/02/08

Nick Land 	 ✓	 –	 –	 ✓	 ✓ 
	 as Chairman	 –	 –	 01/03/07	 –	 –
Mark Harper	 ✓	 –	 –	 ✓	 ✓
Bob Phillips	 ✓	 05/05/07	 –	 –	 –
John Roques	 ✓	 –	 –	 ✓	 ✓ 
	 as Chairman	 –	 01/03/07	 –	 –	 –
David Rough	 ✓	 26/04/07	 –	 –	 –

During 2007 the Audit Committee met on four occasions, generally coinciding with 
key dates in the financial reporting and audit cycle. There was full attendance by all 
the Committee members except that Bob Phillips was unable to attend the February 
meeting and David Rough the April meeting. The external auditors and Head of 
Group Internal Audit regularly attend these meetings. The Chairman, Group Chief 
Executive, Group Finance Director and Group Financial Controller also generally join 
at least part of Audit Committee meetings by invitation. The Committee Chairman 
may call a meeting at the request of any director or the Company’s external auditors.

Role
The Committee may consider any matter that might have a financial impact on  
the Group. However, its primary role is: first, reviewing the scope and results of the 
external audit and the internal audit work programme; and second, reviewing the 
annual and half yearly reports before they are presented to the Board. In addition, 
the Committee reviews twice yearly reports on the Group’s key business risks.  
The Committee assesses compliance with the directors’ responsibility statement. 
The Committee also reviews the Group’s Disclosure of Unethical Conduct Policy 
under which staff may, in confidence, raise concerns about possible improprieties  
in matters of financial reporting or other matters. The Committee is responsible  
for making recommendations to the Board regarding the remuneration and 
appointment of its external auditors. It is the policy of the Audit Committee to 
review such appointment at least every five years and a review was completed this 
year. The Audit Committee discharges its responsibilities through the review of 
written reports circulated in advance of meetings and by discussing these reports 
and any other matters with the relevant auditors and management. At least once  
a year the Audit Committee holds a confidential session without management 
present with the Head of Group Internal Audit and with the external auditors.
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Auditor Independence and Audit Effectiveness
Central to the Audit Committee’s work is the review and monitoring of the external 
auditors’ independence and objectivity and the effectiveness of the audit process. 
The Audit Committee carried out a formal audit service assessment in respect  
of work carried out during the year including a review of audit plans and the 
qualifications, expertise, resources, effectiveness and independence of the external 
auditors. The Audit Committee has also carried out a detailed performance 
evaluation and believes that it has satisfied the requirements of the Combined Code 
and the Smith Guidance. The Audit Committee has confirmed that during the year  
it had formal and transparent arrangements for considering financial reporting and 
internal control principles and maintaining an appropriate relationship with the 
external auditors.

A key safeguard to ensure auditor objectivity and independence is the 
Committee’s policy on the provision of non-audit services by its external auditors. 
This policy is reviewed annually. It prohibits the Group’s external auditors from 
carrying out certain additional services for the Group including book-keeping, 
internal audit, valuations, actuarial services and financial systems design and 
implementation. Services which the external auditors may be permitted to carry  
out include assurance services such as reporting accountant work and tax  
services. The Committee is satisfied that the majority of the tax services supplied  
by Deloitte & Touche LLP are compliance-related and represent a small proportion 
of Group tax fees. 

As a matter of principle, the Company’s policy is not to use the external auditors 
for acquisition and due diligence work. However, where the Group considers it 
appropriate or conflicts arise, suppliers other than the preferred supplier may be 
asked to tender. Only in exceptional and unusual circumstances will this include the 
external auditors. 

The Committee Chairman is required to pre-approve certain permitted services, 
which may exceed set financial limits. Non-audit fees paid or due to the external 
auditors are regularly reviewed by the Committee. 

Deloitte & Touche LLP have confirmed that all non-audit services they 
performed during the year were permitted by APB Ethical Standards and would not 
impair their independence or objectivity. On the basis of their own review of the 
services performed, the requirement of pre-approval and the auditors’ confirmation, 
the Committee is satisfied that the non-audit services currently provided by Deloitte 
& Touche LLP do not impair their independence and objectivity.

c. Systems of Internal Control
Overall responsibility for the Group’s system of internal control and for reviewing its 
effectiveness rests with the directors. Management is accountable to the directors 
for monitoring this system and for providing assurance to the directors that it has 
done so. The system of internal control is essentially an ongoing process embedded 
in the Group’s businesses for identifying, evaluating and managing the significant 
risks faced by the Group, including social, environmental and ethical risks. The Group 
considers that it has adequate information to identify and assess significant risks and 
opportunities affecting its long and short-term value. 

This process has been in place for the year ended 31 December 2007 and up  
to 27 February 2008 and the directors can therefore confirm that they have reviewed 
the effectiveness in accordance with the internal control requirements of the 
Combined Code throughout that period. 

The Group’s internal system of control is reviewed annually by the directors and 
accords with the guidance issued by the Financial Reporting Council in October 
2005: “Internal Control: Revised Guidance for Directors on the Combined Code”.  
The system is designed to manage rather than eliminate the risk of failure to achieve 
business objectives. It can provide reasonable but not absolute assurance against 
material misstatement or loss, to the extent that is appropriate, taking account of 
costs and benefits. 

The key features of the Group’s internal control system are listed below.

1.	� During 2007 the Risk Committee, chaired by the Group Finance Director and 
comprising senior executives, met twice to review and analyse how business 
risks are being managed. These reviews assessed the following categories  
of risk:

	 •	 business;
	 •	 financial;
	 •	 compliance; and
	 • 	 operational and other including health, safety and environmental.

�Central to this process was a detailed written self-assessment of risks by 
company and division and functional risk assessments, each carried out by the 
responsible executive. These were reviewed by the internal audit department 
and the Risk Committee. Any significant control issues arising between 
meetings can be brought to the attention of senior executives at regularly 
scheduled meetings of the Executive Management Committee. In 2007  
the outcome of the work of the Risk Committee was reported to the Audit 
Committee, which in turn reviewed the effectiveness of the Group’s system  
of internal control on behalf of the Board. The Audit Committee agreed a 
modification of this process in the last quarter of 2007 and going forward into 
2008. The detailed written self-assessment of risks by company, division and 
function are now plotted on risk maps, with both the assessments and risk 
maps being reviewed by the internal audit department and by senior 
management at quarterly operating review meetings held with each business. 
The outcome from these reviews will be discussed twice each year at meetings 
of the Executive Management Committee which has replaced the Risk 
Committee. The first such review by the Executive Management Committee 
took place in January 2008, with the results being presented to the Audit 
Committee in February. In 2008 the Audit Committee will continue to receive a 
report at least twice a year from the Group Finance Director detailing the work 
undertaken in managing the risks faced by the Group. Based on these reviews 
and reports, the Board recommends action to be taken by the Group at both 
divisional and company levels to mitigate identified risks and take advantage  
of opportunities that may add value to the Group.

2. 	� An organisation structure is in place at both head office and divisional level 
which clearly defines responsibilities for operational, accounting, taxation, 
treasury, legal, company secretarial and insurance functions.

3.	� An internal audit function undertakes a programme of risk-based reviews of 
controls and business processes. The role of internal audit is defined in a “Group 
Internal Audit Charter” and this includes its terms of reference, the standards 
which it adheres to, the scope and coverage of its work and its reporting 
processes. The Audit Committee receives a report from internal audit at each 
meeting which includes opinions on the adequacy and effectiveness of 
controls by site, a summary of key issues, work schedules and details of any 
action required. In accordance with the Combined Code, the Audit Committee 
regularly monitors and reviews the effectiveness of internal audit utilising 
outside specialists and self-assessment techniques.
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4. 	� A Group Finance Manual details accounting policies and financial controls 
applicable to all reporting units. The Group accounting policies are aligned  
with the latest International Accounting Standards and International Financial 
Reporting Standards.

5.	� An annual budgeting exercise is carried out to set targets for each of the 
Group’s reporting units.

6.	� Detailed management accounts are submitted monthly to management which 
measure actual performance against budget, together with forecasts of sales, 
profits and operating cash for the next three months and to the end of the year. 
A monthly report is provided to the Board highlighting key issues and 
summarising the detailed financial information provided by the operating units.

7.	� Capital expenditure is controlled by means of budgets, authorisation levels 
requiring the approval of major projects by the Group directors and by post-
investment appraisals.

8.	� Defined procedures are laid down for investments, currency and commodity 
hedging, granting of guarantees and use of treasury products.

9.	� A detailed matrix defines the levels of authority for the Group’s senior 
executives and their direct reports in relation to acquisitions, capital 
expenditure, commercial and employee contracts and treasury matters.  
This matrix is authorised by the Audit Committee on behalf of the Board  
and is reviewed on an annual basis. Compliance with the authority matrix  
is reviewed as part of the internal audit process.

10.	� All significant acquisitions and disposals of companies or businesses are 
approved by the Board.

11.	� A Group policies manual sets out policies and procedures regarding the 
following: business ethics, business gifts and gratuities, equal opportunities, 
competition law, legal policy, external communications and share dealing.  
A bi-annual review of compliance with such policies by Group companies  
is carried out and senior executives are also required to confirm annual 
compliance with certain policies. Group policies are complemented by 
divisional and company-led initiatives, including community policies, and are 
supplemented by the Group’s Disclosure of Unethical Conduct Policy which 
includes a 24 hour “hotline” available to all employees, supported by a formal 
investigation protocol and regular reporting to the Audit Committee.

12.	� A Group Health, Safety and Environmental Manual details policies, standards 
and procedures which are applicable throughout the Group. Further details 
about Health and Safety and environmental matters are set out on page 35 
under “Corporate Social Responsibility” and on our website. Annual self-
assessments are carried out at company level against Group standards. The 
most recent monthly report on environmental and safety matters is reviewed  
at each meeting of the Executive Management Committee and the Board  
also receives regular reports on HSE matters. These reports cover all Group 
companies and are prepared by the internal Group HSE function, with some 
assistance from external specialists. Senior managers’ performance and related 
financial incentives are tied in part to their success against selected annual HSE 
improvement objectives.

10. Shareholder Relations 
The Board as a whole is routinely kept up to date on corporate governance 
developments and the views of BBA Aviation’s major shareholders. This was 
achieved in 2007 through regular meetings during the year between the Group 
Chief Executive (or the Executive Chairman during the first half of 2007), the Finance 
Director and major shareholders, which are then reported to the Board as a whole. 
The Board also receives formal written reports from its brokers regarding the  
views of its principal shareholders following its preliminary and interim results 
announcements and at other times as appropriate. All non-executive directors, 
including the Senior Independent Director, are available to meet with major 
shareholders. The Board considers that its non-executive directors, including  
its current Senior Independent Director, John Roques, have a good level of 
understanding of the issues and concerns of major shareholders, as required  
by the Combined Code. 

A programme of meetings with institutional shareholders, fund managers  
and analysts takes place each year. The directors seek to encourage a continuing 
dialogue. The Company maintains contact as required with its principal shareholders 
about directors’ remuneration in the same way as for other matters. The Company’s 
AGM is used as an opportunity to communicate with private investors. It is intended 
that notice of the AGM and related papers are sent to shareholders at least  
20 working days before the meeting. Michael Harper as Chairman of the Board,  
John Roques as Chairman of the Nomination Committee (and Senior Independent 
Director), Nick Land as Chairman of the Audit Committee and Mark Harper as 
Chairman of the Remuneration Committee (and CSR Responsible Director) will each 
be available to answer questions, as appropriate, at the AGM. Shareholders are given 
the opportunity of voting separately on each proposal. The Company counts all 
proxy votes cast in respect of the AGM and makes available the proxy voting figures 
(for, against, at discretion and “vote withheld”) on each resolution. The voting results 
of the AGM, together with the details of proxy votes cast prior to the meeting, are 
also made available on request and on the Company’s website. The results of the 
AGM are also announced to the market via a Regulatory News Service. 

Directors’ Corporate Governance Report approved by the Board on  
27 February 2008 and signed on its behalf by: 

Andrew Wood 
Group Finance Director
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This report covers the remuneration policy for directors and includes specific 
disclosures relating to directors’ emoluments, their shares and other interests. It has 
been prepared in accordance with the requirements of the Companies Act 1985, as 
amended by the Directors’ Remuneration Report Regulations 2002, and the Listing 
Rules of the Financial Services Authority. This report is being put to shareholders at 
the forthcoming AGM for an advisory vote. As noted on page 42 in the Directors’ 
Corporate Governance Report, the Company did not comply in 2007 with the 
provisions of the June 2006 Combined Code (the “Code”) in respect of the historical 
pensionability of bonuses and benefits in kind, which is referred to in paragraph 3d 
below. Information in this report is unaudited other than that which is required to be 
audited and that is stated as such in the relevant table.

1. Remuneration Committee
Although the Board considers itself ultimately responsible for both the framework 
and the cost of executive remuneration, it has delegated prime responsibility for 
executive remuneration to the Remuneration Committee. 

The Remuneration Committee is a Committee of the Board consisting 
exclusively of non-executive directors. Details of the Committee’s membership  
are set out on page 44. It is responsible for determining executive directors’ 
remuneration and reviewing proposals in respect of other senior executives.  
The Committee also determines targets for short-term incentive plans and 
performance-related share schemes operated by the Company and oversees  
any major changes in employee benefit structures throughout the Group. Further 
details of the work of the Remuneration Committee are set out on page 44. 

In carrying out its responsibilities during 2007 the Remuneration Committee 
appointed and was independently advised by New Bridge Street Consultants LLP. 
New Bridge Street Consultants also provided advice to the management in respect 
of individuals outside the terms of reference of the Remuneration Committee and 
provided calculations of total shareholder return in connection with the BBA 2006 
Long-Term Incentive Plan.

During 2007, the Committee also consulted with the Executive Chairman  
(who was not then a member of the Remuneration Committee), the Group Chief 
Executive, the Group Secretary and the newly appointed Group HR Director in 
connection with its work, although not directly in connection with their own 
remuneration. During 2008, it is anticipated that the Committee will wish to consult 
with the Group Chief Executive, the Group HR Director and the Group Secretary. 

2. Remuneration Policy
The Group’s remuneration policy is to ensure that executive directors’ and other 
senior executives’ remuneration properly reflects their duties and responsibilities 
and is sufficient to attract, retain and motivate high calibre senior management 
capable collectively of delivering the goals of the Company. The Committee 
recognises the need to remain competitive in the different geographic areas in 
which the Company operates. The Committee believes that the remuneration 
arrangements described below remain closely aligned to the creation of shareholder 
value and to the business strategy of BBA Aviation. The Committee has also taken 
into consideration UK best practice for listed companies. In connection with the  
ABI Responsible Investment Disclosure Guidelines, the Remuneration Committee 
can confirm that it is able to consider corporate performance on environmental, 
social and governance issues when setting the remuneration of executive directors. 
Indeed health and safety objectives are core to the personal objectives of Simon 
Pryce and Bruce Van Allen. The Committee also believes that the incentive structure 
for senior management does not raise environment, social and governance risks  
by inadvertently motivating irresponsible behaviour. The Committee reviews 
executive directors’ remuneration at least annually and in reviewing in 2007 the 
Group’s remuneration policy into 2008 and beyond, it was clarified that the base pay 
portion of an executive’s total remuneration should be set by reference to the local 
market whereas in setting short and long-term incentives reference should be made 
to the wider, global market.

The main components of executive directors’ remuneration are set out below. 
Total executive remuneration is structured to deliver potential upper quartile 
rewards for superior performance with a significant proportion of variable pay 
subject to stretching performance targets. The Committee believes that the 
remuneration packages of Simon Pryce, Andrew Wood and Bruce Van Allen contain 
a suitable balance of directly performance-related remuneration which links both 
the short-term financial performance of the Group and long-term shareholder 
returns with the executives’ total remuneration. As Michael Harper’s role as Group 
Chief Executive and Executive Chairman was an interim position for part of 2007,  
he was rewarded on a cash only basis. For an interim executive director position,  
the Remuneration Committee did not consider it appropriate to offer traditional 
benefits in kind or participation in long-term incentive plans.

a. Salary, Benefits and Service Contract
The policy of the Committee is to provide base salaries that are positioned around 
mid-market when compared to local salary data. Salary is reviewed by reference to 
market conditions, financial and individual performance. In addition to basic salary, 
executive directors receive traditional benefits in kind, principally a company car 
allowance, private medical insurance and death in service benefits. 

The policy of the Committee is to make new executive director appointments 
with a rolling service agreement which can be terminated by the Company on 
giving 12 months’ notice. 
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b. Bonus 
Annual cash bonuses for executive directors and senior management are based  
on financial performance and personal objectives which are set annually. Details  
of the 2007 bonus arrangements are set out on page 50.

The Remuneration Committee carried out a review of remuneration 
arrangements in connection with the demerger in 2006. As part of that review,  
the Committee decided to increase the maximum bonus potential for executive 
directors during 2007 from 65% to 100% of salary with more stretching performance 
targets at entry level and above target. Approximately 85% of the maximum bonus 
is based on financial objectives. For 2007, 25% of this bonus was subject to 
compulsory deferral into BBA Aviation shares and a further 25% may be voluntarily 
deferred under the BBA Deferred Bonus Plan. This structure remains unchanged for 
the 2008 bonus arrangements. The Committee believes that the changes made 
brought the Company’s arrangements more closely into line with market practice, 
providing a greater proportion of variable pay subject to stretching performance 
targets which are linked to shareholder returns. The deferral into shares also provides 
a direct linkage with shareholders’ interests. The detail of the plan is provided in 
paragraph 3b below. 

c. Long-Term Incentives
The Remuneration Committee believes that a significant element of executive 
directors’ remuneration should be linked to performance-related long-term 
incentives. The Company’s schemes were reviewed in 2006 as part of the demerger 
and shareholder approval was given to three new share schemes, details of which 
are set out in paragraph 3c below. The schemes were developed to take due 
account of market and best practice and provide long-term management focus and 
motivation. The Committee has also recognised the need for flexibility in this area  
to allow them to respond to changing market practices and different geographic 
norms. Specifically, incentive plan limits remain set at relatively high levels to 
accommodate the US market, where the largest concentration of BBA Aviation’s 
businesses is found. There are no current proposals to change this arrangement  
for awards to be made in 2008.

As part of its strategy to align shareholders’ and directors’ interests, the 
Remuneration Committee expects all executive directors to build and maintain  
a holding of shares with a value at least equal to their base salary.

d. Pension
Pension provision for the executive directors varies and reflects differing UK and US 
practice. Further details are set out on pages 55 and 56. 

3. �Policy implementation: Directors’ Remuneration
a. Salary, Benefits and Service Contracts
Base salaries are reviewed annually by reference to comparator groups selected on 
the basis of comparable size, geographic spread and business focus. Individual salary 
decisions take into account personal contribution, business performance and the 
level of pay awards elsewhere in the Group. Following a review at the end of 2007 
the Remuneration Committee approved (with effect from 1 January 2008) a base 
salary of £500,000 for Simon Pryce, of £333,275 for Andrew Wood and of $554,500  
for Bruce Van Allen.

Set out below are the contractual notice periods for executive directors who served 
during the year.

							        Months’ Notice
						      Contract Date	 By Company	 To Company

Michael Harper*			   04/04/06	 1	 1
Simon Pryce** 			   23/04/07	 12	 12
Andrew Wood			   13/02/01	 12	 6
Bruce Van Allen			   01/01/04	 12	 12

*	� appointed as interim CEO in February 2006 and as Executive Chairman from 17 January 2007.  
Resumed position as non-executive director on 11 June 2007.

**	 appointed 11 June 2007.

In the event of early termination, the Remuneration Committee will, within legal 
constraints, determine the approach to be taken according to the circumstances  
of each individual case, taking account of the departing director’s obligation to 
mitigate his loss. In certain circumstances, and other than for termination for  
non-performance, the executive directors may receive compensation upon early 
termination of a contract which could amount to up to one year’s remuneration 
based on basic salary, bonus, benefits in kind and pension rights during the notice 
period. For the first year after his appointment Simon Pryce may, in certain 
circumstances relating to a change in control, receive compensation upon early 
termination of his contract of up to two years’ remuneration. This reduces during  
the second year after his appointment and after this initial two-year period any  
such compensation could only amount to up to one year’s remuneration.

Table 1 (page 53) sets out details of the executive directors’ salaries and  
non-executive directors’ fees. The salary of Michael Harper as interim Group Chief 
Executive and as Executive Chairman was calculated on a cash basis, including  
cash elements attributable to bonus, pension and car allowance.
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b. Bonus
Bonus payments made in respect of 2007 for Simon Pryce, Andrew Wood and 
Michael Harper were calculated on the basis of the Group’s adjusted earnings per 
share and Group free cash flow and, in the case of Simon Pryce and Andrew Wood, 
the achievement of measurable personal objectives. Simon Pryce’s bonus was 
prorated for his actual service in the 2007 financial year. Michael Harper was not 
allocated personal objectives due to the short-term nature of his executive role  
and his bonus was also prorated. Bruce Van Allen’s bonus for 2007 reflected his 
operational responsibility for the Flight Support business (being based on the 
achievement of budgeted operating profit and operating cash flow), together  
with Group adjusted earnings per share and the achievement of measurable 
personal objectives. 

The bonus for 2007 was expressed as a percentage of salary and the potential 
payout ranged from zero to a maximum of 100% of salary. For Simon Pryce, Andrew 
Wood and Bruce Van Allen 85% of the bonus was based on financial targets with the 
remaining 15% based on measurable personal objectives. It was also provided that 
25% of any bonus paid under this scheme to Simon Pryce, Andrew Wood and Bruce 
Van Allen would be compulsorily deferred into BBA Aviation shares with a further 
25% voluntarily deferred at the director’s discretion. Matching will be provided on 
the deferred shares, whether compulsory or voluntary, on a one to one basis subject 
to meeting a total shareholder return (“TSR”) performance criteria over a three-year 
period. The TSR performance condition to be used for the matching shares is the 
same as that stated below for the 2006, 2007 and 2008 conditional share awards. 
The BBA 2006 Deferred Bonus Plan, details of which are set out below, governs the 
basis on which such deferral and matching is made. 

In recognition of the forfeiture of potential bonus and other incentive  
awards from his previous employer, on Simon Pryce’s joining BBA Aviation plc he 
was made an award of 213,700 shares on 18 June 2007. This award (which is neither 
pensionable nor transferable) was made in accordance with the provisions of the 
Financial Services Authority’s Listing Rule 9.4.2 which permits a company to enter 
into a bespoke long-term incentive plan arrangement without requiring formal 
shareholder approval in order to facilitate the recruitment, in unusual circumstances, 
of an individual. The shares subject to this award will be released in tranches subject 
to Simon Pryce’s continued employment on the relevant vesting dates. No 
conditions other than this service condition apply to this award. In the event of a 
change of control of the Company prior to all shares being released, all unreleased 
shares will be released to him immediately. This award is included in the figures in 
Table 3 on page 54. 

As reported last year the bonus payments in respect of 2006 to each of Michael 
Harper, Andrew Wood and Bruce Van Allen were deferred into shares. The number 
of shares deferred was increased by 10% and subject to restrictions on sale or 
transfer until 1 June 2007. Those shares are now held without restrictions by those 
directors and included in the figures in Table 2 on page 53.

Bonus payments to the executive directors in respect of 2008 will be calculated 
on a similar basis as payments in respect of 2007, with the potential payout ranging 
from zero to a maximum of 100% of salary and with 85% of the bonus being based 
on financial targets (based on the Group’s adjusted earnings per share and, for 
Simon Pryce and Andrew Wood, Group free cash flow, and for Bruce Van Allen, the 
budgeted operating profit and operating cash flow of the Flight Support business) 
with the remaining 15% based on measurable personal objectives. Financial 
performance targets and appropriate personal objectives for 2008 have been 
approved by the Committee. 

The performance measures for the bonuses in respect of 2007 and 2008  
were chosen by the Committee because each measure is a factor over which  
the individual has a direct impact and each of the measures continue to be 
collectively good indicators of corporate performance that should link to  
long-term shareholder reward.

c. Long-Term Incentives
BBA 2006 Executive Share Option Plan, 
BBA 2006 Long-Term Incentive Plan and 
BBA 2006 Deferred Bonus Plan (the “2006 Plans”) 
In November 2006 shareholders approved the 2006 Plans which together replace 
the BBA Group 2004 Long-Term Incentive Plan and allow the awards of options, 
conditional shares and matching shares. 

Under the BBA 2006 Executive Share Option Plan, the maximum number of 
options which an executive may be granted in any year is limited to three times 
basic salary, or four times basic salary if the Remuneration Committee determines 
that an executive will not receive a conditional share award in that year. No options 
were awarded in 2007 and there is no immediate intention to operate the BBA 2006 
Executive Share Option Plan. 

Under the BBA 2006 Long-Term Incentive Plan,  conditional awards of shares  
are limited to one times the executive’s basic salary or two times basic salary if  
the Remuneration Committee determines that the executive will not be granted 
options in that year. Conditional awards made to Simon Pryce when he joined in 
June 2007 were two times basic salary, while those made to Andrew Wood and 
Bruce Van Allen in 2007 were limited to one times basic salary. The Remuneration 
Committee considers the award levels appropriate and in line with its policy to 
reward superior performance with potential upper quartile remuneration. 

In 2006 conditional shares were not awarded until November due to the 
demerger process. The conditional share awards made in 2006 will potentially vest 
and be released to participants three years after the time at which awards would 
under normal circumstances have been made. The conditional share awards made 
in 2007 will potentially vest and be released to participants in March 2010. The 
awards made in 2006 and those made in 2007 are both subject to two performance 
targets. 50% of each award is subject to a performance target that measures the 
Company’s TSR against a comparator group of companies. The other 50% is subject 
to an adjusted earnings per share (“EPS”) performance target. The comparator group 
of companies chosen in 2006 for the TSR element was based on FTSE 350 listed 
companies from the industrial transportation, travel and leisure, and aerospace and 
defence sectors.

The comparator group in respect of the 2006 award of conditional shares is:

Comparator Group 2006 Awards 

Arriva	 Go-Ahead Group	 Qinetiq
Avis Europe	 Gondola Holdings	 Rank Group
BAE Systems	 Greene King	 Restaurant Group
BBA Aviation	 Intercontinental Hotels Group	 Rolls-Royce Group
British Airways	 Ladbrokes	 Smiths Group
Carnival	 Luminar	 Stagecoach Group
Chemring Group	 Meggitt	 Ultra Electronics Holdings
Cobham	 Millennium & Copthorne Hotels	 VT Group
Compass Group	 Mitchells & Butlers	 Wetherspoon JD
EasyJet		  MyTravel Group	 Whitbread
Enterprise Inns	 National Express 	 William Hill
First Choice Hols	 Northgate	 Wolverhampton & Dudley
First Group	 Partygaming	
Forth Ports	 Punch Taverns	
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The Committee reviewed the comparator group used for the 2006 awards in 2007 
and focused the selection of comparator companies on those that better reflect 
the market in which BBA Aviation operates. The comparator group for the 2007 
awards will be used in respect of awards in 2008.

The comparator group in respect of the 2007 award of conditional shares is:

Comparator Group 2007 Awards 

Arriva	 EasyJet	 Northgate
Avis Europe	 First Choice Hols	 Qinetiq
BAE Systems	 First Group	 Rolls-Royce Group
BBA Aviation	 Forth Ports	 Smiths Group
British Airways	 Go-Ahead Group	 Stagecoach Group
Carnival	 Meggitt	 Ultra Electronics Holdings
Chemring Group	 MyTravel Group	 VT Group
Cobham	 National Express

If median position is not achieved in the TSR ranking, the TSR part of the award  
will lapse. If EPS growth over the performance period is less than the increase in the 
retail price index plus 3% per annum, the EPS part of the award will lapse. In neither 
case will there be retesting. In line with the method used to test the satisfaction  
of performance conditions under previous awards, the Remuneration Committee  
has chosen to have the benefit of the expertise of an independent remuneration 
consulting firm, New Bridge Street Consultants LLP, to calculate TSR and the external 
auditors will perform certain agreed procedures on the EPS calculation. The EPS 
growth is calculated on a constant exchange rate basis. The Remuneration 
Committee will seek to take account of the move to International Accounting 
Standards and the effect this has on earnings per share-based performance 
conditions and will endeavour to ensure that performance is measured on a 
consistent basis.

Details of awards made to the executive directors under the BBA 2006  
Long-Term Incentive Plan during the year are set out in Table 3 on page 54.

The Committee believes that the two performance measures chosen for its 
incentive schemes – adjusted earnings per share growth and comparative total 
shareholder return – each represent a reasonable long-term indication of the 
financial success of the Company. They are also measures that are acceptable to  
the majority of the investors in the Company. 

Under the BBA 2006 Deferred Bonus Plan, participants who defer part of their 
annual bonus may receive a matching award that will be limited to the number  
of shares purchased with his or her own money. The Remuneration Committee 
required executive directors to defer 25% of any payment received in 2008 under 
the 2007 bonus scheme and permitted up to a maximum of a further 25% to be 
deferred. The Remuneration Committee is satisfied that the award levels under 
both the LTIP and the Deferred Bonus Plan are not excessive and in making these 
awards the Remuneration Committee took prevailing remuneration practice and 
the wish for a significant portion of the executive remuneration to be linked to 
performance into account. 

The vesting of any matching awards made in 2008 under the BBA 2006 
Deferred Bonus Plan will be subject to the satisfaction of a performance condition 
that will measure the Company’s TSR against that of a comparator group over a 
three-year performance period. This TSR performance condition will be the same  
as the TSR performance condition used for the 2006, 2007 and 2008 conditional 
share awards.

The performance conditions in respect of the 2006, 2007 and 2008 awards  
of conditional shares will be measured over a three year performance period:

TSR ranking in 	 Percentage of TSR
comparator group		 part of award vesting

At or above 75th percentile 	 100%

Between median and	 Pro rata 
75th percentile	 between 25% and 100% 
At median	 25%

Below median	 Nil

EPS growth 	 Percentage of EPS
per annum		 part of award vesting

At or above RPI 	 100%
increase plus 7% per annum
Between 3% and 7% per annum	 Pro rata 
				    between 33% and 100% 
At RPI increase	 33%
plus 3% per annum
Less than RPI increase	 Nil
plus 3% per annum 

BBA Group 2004 Long-Term Incentive Plan  
and Share Option Schemes prior to 2005
The BBA Group 2004 Long-Term Incentive Plan (the “2004 Plan”) provided for  
awards of options, conditional shares and matching shares. Options granted in  
2005 under the 2004 Plan are subject to the following performance conditions, 
which will be measured from the financial year ending just prior to the grant over  
a three-year period:

Average EPS growth	 Percentage of option
above inflation	 exercisable 

7% or more per annum	 100%
3% to 7% per annum	 Pro rata between 33% and 100%
3% per annum	 33%
Less than 3% per annum	 Nil
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The Remuneration Committee approved the rebasing of the performance  
condition for the options granted in 2004 and 2005 so that earnings attributable  
to the Fiberweb business demerged in November 2006 were excluded from the 
calculation. In line with the treatment of performance conditions under earlier 
Company share option schemes, the external auditors performed certain agreed 
procedures on the earnings per share calculation. The EPS growth is calculated on  
a constant exchange rate basis. 

All executive options awarded by the Company prior to 2005 were made under 
the BBA Group 1994 Executive Share Option Scheme, which expired in April 2004.  
All outstanding options granted under the scheme are subject to performance 
conditions. The performance conditions relating to the options granted in 2004 were 
satisfied and the options vested in 2007. Prior to March 2002 the BBA Group 1995 
Executive Share Appreciation Rights Plan was used to facilitate the grant of options  
to US executives on the same basis as the 1994 Executive Share Option Scheme. 

Under the 1994 Executive Share Option Scheme, in any financial year a 
participant could be granted options with an exercise price not exceeding two 
times annual earnings. Such options vested and became exercisable as the growth 
in the Company’s earnings per share, as adjusted, for any period of three consecutive  
years was at least 9% greater than the growth in inflation. 

BBA Group 2004 Savings-Related Share Option Scheme
Executive directors may be eligible to participate in the BBA Group 2004 Savings-
Related Share Option Scheme, which is open to all eligible UK employees. Options 
are granted under three or five year SAYE contracts at a 20% discount to the stock 
market price at the offer date. The maximum overall employee contribution is  
£250 per month.

Performance Charts 
The charts below show the Company’s total shareholder return over the last five 
financial years compared with the equivalent information for the FTSE 350 Industrial 
Transportation sector which the Committee considers to be a suitable broad-based 
equity market index of which the Company is a constituent. The first graph shows 
the annual change in total shareholder return for the Company and the index, while 
the second graph shows the cumulative change in total shareholder return from 
January 2003.

Annualised total shareholder return:
BBA Aviation vs Industrial Transportation sector
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Table 1 – Emoluments and fees (audited) 

 	  							       Basic salary	 Car	 Other	  	 Annual	  Total	 Total
	  							       and fees	 Allowance	 emoluments	  Benefits1	  bonus	 2007	 2006
								        £000	 £000	  £000	  £000	  £000	 £000	  £000

Michael Harper			    		  4442	 –	 –	 – 	 304 10 	 748 	 733
Simon Pryce					     2683	 83	 544	 23	 227 	 559	 –
Andrew Wood	  				    322	 14	 755	  2 	 272	 685	 609
Bruce Van Allen					     268	  11	 –	  12 	 222	 513 	 509
Mark Harper 					      47	 –	 –	  –	  –	 47	 3
Nick Land	  				    45	 –	 –	  – 	 –	 45	  13
John Roques 					      43	 –	 –	  –	  –	  43 	 38
Hansel Tookes					     356	 –	 –	  –	  –	 35 	 –
Roberto Quarta					     137	 –	 –	  –	 –	 13	  161
Bob Phillips	  				    128	 –	  –	  –	  –	 12	  30
David Rough 	  				    159	 –	 –	  – 	  –	 15	  38
Total 						      1,512	 33	 129	  16	 1,025	 2,715	 2,134

1	 Benefits includes benefits in kind such as life assurance and private medical insurance.
2	 Michael Harper received £358,800 as Executive Chairman and interim CEO in respect of January to June 2007, and £85,000 in fees as non-executive Chairman from July to December 2007.
3	 From date of appointment 11 June 2007.	
4	 Amount paid by the Company into Simon Pryce’s Self Invested Personal Pension from date of appointment 11 June 2007.
5	� The Company’s contributions to Andrew Wood’s FURBS ceased on 5 April 2006 and following the change in UK pension law he elected to receive a cash replacement equivalent to the FURBS  

benefit (£75,312).
6	 From date of appointment 19 February 2007.
7 	 To date of resignation 17 January 2007.
8 	 To date of resignation 5 May 2007.
9	 To date of resignation 26 April 2007.
10	Bonus received as Executive Chairman and interim CEO in respect of January to June 2007.

Table 2 – Directors’ interests in share capital (includes interests held by a director’s spouse)

 											           Ordinary 2916/21p shares	 Ordinary 2916/21p shares
 	  											           1 Jan 2007 		  31 Dec 2007
												            (or date of		   (or date of
											           appointment, if later)	 resignation, if earlier)
 												            Beneficial		  Beneficial

Michael Harper 									         83,154		  92,675
Simon Pryce									         –		  55,419
Andrew Wood 									         84,230		   106,177
Bruce Van Allen 									          77,213		  77,213
Mark Harper 									          4,000		   4,000
Nick Land 									         10,000		  10,000
John Roques 									         10,920		   10,920
Hansel Tookes									         –		  5,000
Roberto Quarta									         31,936		  31,936
Bob Phillips 									          2,520 		   2,520
David Rough									          18,669		   18,669

There were no changes in directors’ interests in share capital between 31 December 2007 and 27 February 2008. 
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Table 3 – Award of Ordinary and Conditional Shares (audited)

												            Vested/
											           Awarded	 lapsed		
										          1 Jan	 during	 during	 Award	  31 Dec
 									         Award	 2007	 the year	 the year	 date	  2007	

Simon Pryce 						      Ordinary	 –	 213,700 1	 –	 18/06/07	 213,700
									         Conditional	 –	 347,900	 –	  18/06/07	 347,900
Andrew Wood 						      Conditional	 160,800	 116,400	  –	 19/03/07	 277,200
Bruce Van Allen 						      Conditional	 141,400	 100,300	 –	 19/03/07	 241,700

1	� Under the award of shares made to Simon Pryce on 18 June 2007, 36,900 ordinary shares will be released to him at nil cost in March 2008 and 176,800 ordinary shares will be released to him at nil cost in equal 
33.3% tranches after one, two and three years of service. 

Additional notes
i	 Conditional awards made in 2006 and made during the year are subject to the performance conditions set out on page 51.
ii 	 The mid-market price of a BBA Aviation plc ordinary 2916/21p share on 19 March 2007 was 281p and on 18 June 2007 was 283.75p.

Table 4 – Options to acquire ordinary shares (audited)

										          Exercised/	  	 Exercise
									         Granted	 lapsed		  price per
								        1 Jan	 during the	 during	 31 Dec	 share	 Exercisable	 Expiry
								        2007	 year	 the year	 2007	 pence	 from	 date

Simon Pryce 
							       4	 –	 8,316	 –	 8,316	 202.00	 01/12/10	 01/06/11
								        –	 8,316	 –	 8,316
Andrew Wood
							       1	 107,400 	 – 	 –	 107,400 	 288.20 	  25/03/05 	 25/03/12
							       1	 552,131 	 –	 192,131	 360,000	 153.00 	  13/03/06	 13/03/13
							       1	 271,000 	 –	 –	 271,000 	  275.25 	 01/03/07	 01/03/14
							       3	 199,900	 –	 –	 199,900 	  298.75 	 23/05/08	 23/05/15
							       4	 3,816	 –	 –	 3,816	  245.00	 01/12/08	 01/06/09
								        1,134,247	 –	 192,131	 942,116
Bruce Van Allen
							       2	 36,000	 – 	 36,000	 – 	 341.33 	 21/04/00	 21/04/07
							       2	 23,000 	 – 	 –	 23,000 	 422.00	 10/03/01	 10/03/08
							       1	 94,350 	 – 	 –	 94,350 	 288.20 	 25/03/05	 25/03/12
 							       1	 585,686 	 –	 –	 585,686 	 153.00 	 13/03/06	 13/03/13
							       1	 225,300	 –	 –	 225,300	 275.25	 01/03/07	 01/03/14
							       3	 182,600	 – 	 –	 182,600 	 298.75	 23/05/08	 23/05/15
								        1,146,936	 –	 36,000	 1,110,936

1 	 1994 (amended 2001) Executive Share Option Scheme.
2 	 1995 Executive Share Appreciation Rights Plan.
3	 2004 Plan.
4 	 2004 Savings-Related Share Option Scheme.

Additional notes
i	 BBA Aviation plc ordinary 2916/21p shares: mid-market price on 31 December 2007 was 205.25p. Mid-market price for 2007 was in the range 194.75p to 289.50p.
ii 	 There were no changes in the directors’ options to acquire ordinary shares between 31 December 2007 and 27 February 2008.
iii	� Options granted under the 1994 (amended 2001) Executive Share Option Scheme vested and became exercisable as the growth in the Company’s earnings per share, as adjusted, for any period of three 

consecutive years was at least 9% greater than the growth in inflation.
iv	 Options granted under the 2004 Plan are only exercisable after the third anniversary of the date of grant and if the performance conditions as set out on page 51 are satisfied.
v	 On 20 March 2007 Andrew Wood exercised 192,131 options at 153p per share and sold 172,131 ordinary shares at 280.6657p per share.
vi	 36,000 unexercised options held by Bruce Van Allen lapsed on 21 April 2007, their expiry date.
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d. Pension
UK
Throughout the year under review, Andrew Wood participated in the Company’s  
UK Defined Benefit Plan. It is the Committee’s policy that the bonus of any new 
director joining the Company’s UK pension plans from April 2000 will not be 
pensionable and accordingly pensionable earnings for Andrew Wood comprise 
basic salary only. 

Andrew Wood’s normal retirement age under the Defined Benefit Plan is  
his 62nd birthday in line with that of existing directors who were members of  
the Defined Benefit Plan when he joined. In the case of death before retirement,  
a contingent widow’s pension equal to two-thirds of the member’s prospective 
pension is payable. Other dependants’ pensions may also be paid. The Plan Rules 
guarantee pension increases in retirement by RPI up to 5%. Further discretionary 
increases are possible if RPI is above 5%. 

All the Company’s UK Defined Benefit Plans were closed to new entrants  
from April 2002; new employees from that date have the option to join a Company 
sponsored Stakeholder style Defined Contribution Plan provided through an 
external investment manager. The Company matches the employee’s contribution 
in a range of 3% to 7.5% up to the state defined Earnings Cap (or a notional equivalent). 

Andrew Wood was restricted in the level of benefits he could earn under the 
Group’s pension plan by the state earnings cap (£105,600 for the tax year 2005/2006) 
and therefore the Company provided a funded unapproved retirement benefits 
scheme (“FURBS”) at its discretion for him. The Company’s FURBS was closely related 
to the contribution the Company made to the approved Defined Benefits Plan less 

expenses and any special funding. The rate of contribution for Andrew Wood was  
36% per annum of pensionable earnings in excess of the earnings cap. On 5 April 
2006 the FURBS arrangements ceased as a result of the “Simplification” regulations 
under the Finance Act 2004. 

From 6 April 2006 revised arrangements applied to all the Company’s UK 
pension arrangements as a result of both the Finance Acts 2004 and 2005 and the 
Pensions Act 2004. The Company and the Plan Trustee in respect of the Defined 
Benefit Plan agreed that a “Notional Earnings Cap” should be implemented in place 
of the state earnings cap in order to limit the Company’s exposure to increases in 
both Defined Benefit liabilities and additional matching Defined Contribution 
contributions. Directors and other employees whose earnings were above the 
Notional Earnings Cap were given a choice of receiving either a contribution to the 
Defined Contribution Plan or a cash replacement equivalent to the contribution that 
would have been paid to a FURBS. Andrew Wood elected to receive a cash 
replacement equivalent.

Simon Pryce does not participate in the Company’s Defined Contribution Plan. 
A sum equal to 20% of his base salary is paid by the Company into his Self Invested 
Personal Pension.

Although Michael Harper was employed in an executive capacity during  
2007 while he was interim Chief Executive and then Executive Chairman, he did  
not participate in any of the Company’s pension schemes. Instead, his cash 
compensation was calculated so that a proportion related to pension benefits  
he would have received had it been a permanent appointment.

Table 5 – UK Defined Contribution Scheme (audited) 

										          Company contributions
													             2006	 2007
													             £000	 £000

Andrew Wood 	  									         28	 –

Table 6 – UK Defined Benefit Schemes (audited)

											           Transfer	 Increase
							       Accrued	 Transfer	 Real 		  value of real	  transfer	 Accrued	 Transfer
						      Director’s	 pension at	 value at	 increase	 Increase in	 pension (less 	  values less 	 pension at	 value at
					     Director’s age	 contribution	 31 Dec	 31 Dec	 in accrued	 accrued	 director’s	 director’s	 31 Dec	  31 Dec 
					     at 31 Dec	 during year	 2006	 2006	 pension	 pension	 contributions)	 contributions	 2007	 2007
 					     2007	 £000	 £000	 £000	 £000	 £000	 £000	 £000	 £000	 £000

A R Wood 		  56	 6	 22	 368	 4	 5	 63	 107	 26	 481

Additional notes
i	 The pension entitlement shown is that which would be paid annually on normal retirement based on service to and pensionable salary at the end of the year.
ii 	� The transfer value has been calculated on the basis of actuarial advice in accordance with Actuarial Guidance Note GN 11. The transfer value represents a liability of the Company/pension scheme not a sum  

due or paid to a director.
iii 	� The increase in transfer values between 31 December 2006 and 31 December 2007 is as a result of changes in pensionable salary, one year’s extra service, increase in the age of the director and effects of  

changes in market conditions.

Table 7 – US Defined Contribution Scheme (audited)

										          Company contributions
													             2006	 2007
													             £000	 £000

Bruce Van Allen										          5	 5
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Table 8 – US Defined Benefit Schemes (audited)

 											            Transfer
											           value of real	 Increase
							       Accrued	 Transfer	 Real 		  increase in	  in transfer	 Accrued	 Transfer
						      Director’s	 pension at	 value at	 increase	 Increase in	 pension (less 	  values less 	 pension at	 value at
					     Director’s age	 contribution	 31 Dec	 31 Dec	 in accrued	 accrued	 director’s	 director’s	 31 Dec	  31 Dec
					     at 31 Dec	 during year	 2006	 2006	 pension	 pension	 contributions)	 contributions	 2007*	 2007*
 					     2007	 £000	 £000	 £000	 £000	 £000	 £000	 £000	 £000	 £000

Bruce Van Allen		  52	 10	 564	 564	 62	 84	 52	 74	  648	 648
Roberto Quarta 		  58	 –	 174	 2,535	 –	 –	 –	 –	 174	  2,535

Notes
i	 Accrued pension amounts shown for Bruce Van Allen are lump sums.
ii	� Roberto Quarta cannot receive his pension in lump sum form under the terms of his plan.
iii	� The increase in transfer values between 31 December 2006 and 31 December 2007 is as a result of changes in pensionable salary, one year’s extra service, increase in the age of the directors and the change  

in the US dollar/sterling exchange rate over the year.
*	 Roberto Quarta resigned as a non-executive director on 17 January 2007. The accrued pension and transfer value amounts shown are at his date of resignation.

US 
Bruce Van Allen participates in the Group’s Senior Executive Pension Plan for North 
America (the “Plan”). The Company has funded projected Plan benefits since January 
2004. Benefits under the Plan are based on a five-year averaging of compensation 
(including bonus payments), less amounts received from other Company-sponsored 
retirement plans in which the executive participates. In the case of death prior to 
retirement, the accrued benefit reverts to the beneficiary or beneficiaries designated 
by the executive, and is paid in a lump sum. 

The Plan provides that upon achieving age 62, Bruce Van Allen is entitled to 
receive an unreduced Plan benefit upon his retirement. In addition, he is entitled to  
a reduced benefit under the Plan should he elect to take early retirement. Bruce Van 
Allen also participates in a retirement savings (401(k)) plan sponsored by the Group 
company that employs him. Details of the Company contributions made to the 
401(k) plan to his benefit are set out at in Table 7 on page 55.

As an executive director of the Group, Roberto Quarta participated in a United 
States executive retirement plan and he retains benefits accrued under that plan 
over the period of his employment with the Group. This plan is funded by the Group 
and provides for the commencement of benefit payments in 2010. Under the terms 
of the plan, this benefit is based on the highest three years of Roberto Quarta’s 
compensation received from the Group, inclusive of bonus payments and taxable 
benefits in kind, less amounts received under other Group retirement plans in which 
he has participated.

Non-Executive Directors’ Remuneration 
The non-executive directors each have a letter of appointment which is available  
for inspection by shareholders at each AGM and during normal business hours at 
the Company’s registered office. No compensation would be payable for the early 
termination of the appointment of any non-executive director. 

The level of fees for non-executive directors is determined by the Board as a whole 
on the recommendation of the Group Chief Executive using independent market 
surveys. Non-executive directors’ fees were reviewed in 2007 and with effect from 
1 March 2007 increased to £40,000 p.a. This is in line with current market practice  
of comparable organisations. The Chairman of the Audit Committee and the 
Remuneration Committee each receive an annual supplement of £7,500. The Senior 
Independent Director receives an annual supplement of £5,000 and as from March 
2007 the CSR Responsible Director received an annual supplement of £2,500. The 
supplements reflect the increased commitments and demands placed upon each  
of the non-executive directors in performing their duties on the Board and its 
principal committees.

Details of the non-executive directors’ fees for 2007 are set out in Table 1  
(page 53). 

The dates of appointment or subsequent re-appointment and unexpired  
term of the non-executive directors as at 27 February 2008 are set out below:

					     Date of appointment/ 	 Unexpired term as at
						     re-appointment	 27 February 2008

Michael Harper			   01/07/07		  28 months
Mark Harper			   01/12/06		  21 months
Nick Land			   01/08/06		  17 months
John Roques			   11/01/08		  14 months
Hansel Tookes			   19/02/07		  23 months

Directors retiring by rotation and standing for re-election at the forthcoming AGM 
are shown on page 42.

The non-executive directors do not participate in the Company’s share option 
schemes, long-term incentive plan or pension arrangements. As disclosed in this 
report, Roberto Quarta retains an entitlement to a pension which accrued whilst  
he was an executive director. 
	 Directors’ Remuneration Report approved by the Board on 27 February 2008  
and signed on its behalf by:

Mark Harper
Chairman, Remuneration Committee
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Independent Auditors’ Report  
to the members of BBA Aviation plc

 

Basis of audit opinion
We conducted our audit in accordance with International Standards on Auditing (UK 
and Ireland) issued by the Auditing Practices Board. An audit includes examination, 
on a test basis, of evidence relevant to the amounts and disclosures in the 
consolidated financial statements and the part of the Directors’ Remuneration 
Report to be audited. It also includes an assessment of the significant estimates  
and judgements made by the directors in the preparation of the consolidated  
financial statements, and of whether the accounting policies are appropriate  
to the group’s circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and 
explanations which we considered necessary in order to provide us with sufficient 
evidence to give reasonable assurance that the consolidated financial statements 
and the part of the Directors’ Remuneration Report to be audited are free from 
material misstatement, whether caused by fraud or other irregularity or error. In 
forming our opinion we also evaluated the overall adequacy of the presentation of 
information in the consolidated financial statements and the part of the Directors’ 
Remuneration Report to be audited.

Opinion
In our opinion:
•	� the consolidated financial statements give a true and fair view, in accordance 

with IFRSs as adopted by the European Union, of the state of the group’s affairs  
as at 31 December 2007 and of its profit for the year then ended;

•	� the consolidated financial statements have been properly prepared in 
accordance with the Companies Act 1985 and Article 4 of the IAS Regulation; 

•	� the part of the Directors’ Remuneration Report described as having been 
audited has been properly prepared in accordance with the Companies Act 
1985; and

•	� the information given in the Directors’ Report is consistent with the 
consolidated financial statements.

Separate opinion in relation to IFRSs
As explained in Note 2 to the consolidated financial statements, the group in 
addition to complying with its legal obligation to comply with IFRSs as adopted by 
the European Union, has also complied with the IFRSs as issued by the International 
Accounting Standards Board.

In our opinion the consolidated financial statements give a true and fair view,  
in accordance with IFRSs, of the state of the group’s affairs as at 31 December 2007 
and of its profit for the year then ended.

Deloitte & Touche LLP
Chartered Accountants and Registered Auditors 
London, United Kingdom
27 February 2008

We have audited the consolidated financial statements of BBA Aviation plc for the 
year ended 31 December 2007 which comprise the consolidated income statement, 
the consolidated balance sheet, the consolidated cash flow statement, the 
consolidated statement of recognised income and expense and the related notes  
1 to 30. These consolidated financial statements have been prepared under the 
accounting policies set out therein. We have also audited the information in the 
Directors’ Remuneration Report that is described as having been audited.

We have reported separately on the parent company financial statements  
of BBA Aviation plc for the year ended 31 December 2007.

This report is made solely to the Company’s members, as a body, in accordance 
with section 235 of the Companies Act 1985. 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 in 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 audit work, for this 
report, or for the opinions we have formed.

Respective responsibilities of directors and auditors
The directors’ responsibilities for preparing the Annual Report, the Directors’ 
Remuneration Report and the consolidated financial statements in accordance with 
applicable law and International Financial Reporting Standards (IFRSs) as adopted  
by the European Union are set out in the Statement of Directors’ Responsibilities.
Our responsibility is to audit the consolidated financial statements in accordance 
with relevant legal and regulatory requirements and International Standards on 
Auditing (UK and Ireland).

We report to you our opinion as to whether the consolidated financial 
statements give a true and fair view, whether the consolidated financial statements 
have been properly prepared in accordance with the Companies Act 1985 and 
Article 4 of the IAS Regulation and whether the part of the directors’ remuneration 
report described as having been audited has been properly prepared in accordance 
with the Companies Act 1985. We also report to you whether in our opinion the 
information given in the Directors’ Report is consistent with the consolidated 
financial statements.  
The information given in the Directors’ Report includes that specific information 
presented in the Business Review that is cross referred from the Business Review 
section of the Directors’ Report.

In addition we report to you if, in our opinion, we have not received all the 
information and explanations we require for our audit, or if information specified  
by law regarding directors’ remuneration and other transactions is not disclosed.

We review whether the Corporate Governance Statement reflects the 
Company’s compliance with the nine provisions of the 2006 Combined Code 
specified for our review by the Listing Rules of the Financial Services Authority,  
and we report if it does not. We are not required to consider whether the Board’s 
statements on internal control cover all risks and controls, or form an opinion on  
the effectiveness of the group’s corporate governance procedures or its risk and 
control procedures.

We read the other information contained in the Annual Report as described  
in the contents section and consider whether it is consistent with the audited 
consolidated  financial statements. We consider the implications for our report if  
we become aware of any apparent misstatements or material inconsistencies with 
the consolidated financial statements. Our responsibilities do not extend to any 
further information outside the Annual Report.
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Consolidated Income Statement

											           2007			   2006
									         Underlying*	 Note i	 Total	 Underlying*	 Note i	 Total
								        Notes	 £m	 £m	 £m	 £m	 £m	 £m

Continuing operations								      
Revenue						      1 	  979.4 	  –   	  979.4 	  950.1 	  –   	  950.1 
Cost of sales						      (786.1)	  –   	 (786.1)	 (767.4)	  –   	 (767.4)
Gross profit			    			   193.3 	  –   	  193.3 	  182.7 	  –   	  182.7 
Distribution costs						      (17.3)	 –	 (17.3)	 (18.8)	  –   	 (18.8)
Administrative expenses						      (71.5)	 (0.8)	 (72.3)	 (64.7)	 (0.6)	 (65.3)
Other operating income						       0.5 	 –	  0.5 	  3.5 	  –   	  3.5 
Share of profit of associates			    			   1.1 	 –	  1.1 	  0.4 	  –   	  0.4 
Amounts written-off associates					      –   	 (7.6)	 (7.6)	  –   	  –   	  –   
Other operating expenses						      (0.4)	 –	 (0.4)	 (0.3)	  –   	 (0.3)
Restructuring costs						       –   	 (5.6)	 (5.6)	  –   	 (7.4)	 (7.4)
Gain on disposal of businesses					      –   	  38.4 	  38.4 	  –   	  –   	  –  
Operating profit from continuing operations	 	  	 1,2 	  105.7 	  24.4 	  130.1 	  102.8 	 (8.0)	  94.8 
Investment income					      3 	  44.8 	  –   	  44.8 	  43.5 	  –   	  43.5 
Finance costs					      3 	 (64.1)	  –   	 (64.1)	 (68.1)	  –   	 (68.1)
Profit before tax			    			   86.4 	  24.4 	  110.8 	  78.2 	 (8.0)	  70.2 
Tax							        4 	 (23.3)	  (0.3) 	 (23.6)	 (23.4)	  2.7 	 (20.7)
Profit for the period from continuing operations			    	 63.1 	  24.1 	  87.2 	  54.8 	 (5.3)	  49.5 
Profit/(loss) after tax from discontinued operations			    5 	  –   	  –   	  –   	  16.7 	 (92.9)	 (76.2)
Profit on disposal after tax		   			   5 	  –   	  –   	  –   	  –   	  16.5 	  16.5 
Profit/(loss) for the period						      63.1 	  24.1 	  87.2 	  71.5 	 (81.7)	 (10.2)
Attributable to:
Equity holders of the parent			   			   63.3 	  24.1 	  87.4 	  71.4 	 (81.7)	 (10.3)
Minority interest						      (0.2)	  –   	 (0.2)	  0.1 	  –   	  0.1 

			    						      63.1 	  24.1 	  87.2 	  71.5 	 (81.7)	 (10.2)

								      
									          Adjusted† 		   Unadjusted 	  Adjusted† 		   Unadjusted 

Earnings per share 
From continuing and discontinued operations:								      
	 Basic						       7 	  15.4p 		   21.2p 	  14.9p 		  (2.2)p
	 Diluted	  				    7 	  15.3p 		   21.1p 	  14.9p 		  (2.1)p
From continuing operations:								      
	 Basic		   				    7 	  15.4p 		   21.2p 	  11.4p 		   10.3p 
	 Diluted	  				    7 	  15.3p 		   21.1p 	  11.4p 		   10.3p 

* 	 Before items described in Note i below.
Note i: Restructuring costs and amortisation of acquired intangibles net of gains on disposal of businesses as set out in note 2 to the consolidated financial statements.
† 	 Before restructuring costs and amortisation of acquired intangibles net of gains on disposal of businesses as set out in note 7 to the consolidated financial statements.	
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Consolidated Balance Sheet

													             2007	 2006
												            Notes	 £m	 £m 

Non-current assets	 	 	 	
Intangible assets:	 Goodwill							       9	 340.2 	 314.1 
				    Licences & other							       9	 40.1 	 20.9 
Property, plant and equipment								        10	 310.4 	 316.4 
Interests in associates									         11	 1.6 	 8.8 
Trade and other receivables									         13	 16.9 	 28.8
													             709.2 	 689.0 

Current assets				  
Inventories									         12	 141.9 	 131.3 
Trade and other receivables									         13	 185.7 	 171.8 
Cash and cash equivalents										          99.2 	 156.5 
Tax recoverable										          3.4 	 0.1
													             430.2 	 459.7 
Total assets									         1	 1,139.4 	 1,148.7 

Current liabilities				  
Trade and other payables									         14	 (193.5)	 (185.5)
Tax liabilities										          (42.8)	 (43.0)
Obligations under finance leases								        15	 (0.6)	 (1.0)
Bank overdrafts and loans									         17	 (25.6)	 (27.6)
Provisions									         19	 (2.0)	 (3.4)
													             (264.5)	 (260.5)
Net current assets										          165.7 	 199.2

Non-current liabilities	 	 	 	
Bank loans									         17	 (416.7)	 (470.7)
Other payables due after one year								        14	 (9.7)	 (7.9)
Retirement benefit obligations								        20	 (10.3)	 (21.1)
Obligations under finance leases								        15	 (24.9)	 (27.5)
Deferred tax liabilities									         21	 (20.2)	 (15.7)
Provisions									         19	 (21.2)	 (22.8)
													             (503.0)	 (565.7)
Total liabilities									         1	 (767.5)	 (826.2)
Net assets										          371.9	 322.5 

Equity				  
Share capital									         22	 122.7 	 122.5 
Share premium account									         22	 346.4 	 345.1 
Other reserves									         22	 3.9 	 3.9 
Treasury reserve									         22	 –  	 (1.4)
Capital reserve									         22	 17.2 	 15.5 
Hedging and translation reserves								        22	 (32.5)	 (27.7)
Retained earnings									         22	 (86.5)	 (136.2)
Equity attributable to shareholders of BBA Aviation plc								        371.2 	 321.7 
Minority interest										          0.7 	 0.8 
Total equity									         24	 371.9 	 322.5 

These financial statements were approved by the Board of Directors on 27 February 2008 and signed on its behalf by

Simon Pryce 
Group Chief Executive	

Andrew Wood 
Group Finance Director
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Consolidated Cash Flow Statement

													             2007	 2006
												            Notes	 £m	 £m 

Operating activities	 	 	 	
Net cash flow from continuing operations	 							       25	 102.4	 122.1
Net cash flow from discontinued operations								        25	 (23.7)	 (3.3)
Net cash flow from operating activities								        25	  78.7 	  118.8 

Investing activities				  
Dividends received from associates									          0.5  	  0.3 
Purchase of property, plant and equipment									         (36.3)	 (90.7)
Purchase of intangible assets									         (3.5)	 (1.1)
Proceeds from disposal of property, plant and equipment								         2.9 	  5.9 
Acquisition of subsidiaries									         27	 (75.9)	 (52.7)
Proceeds from disposal of subsidiaries and associates							       26	  68.1 	  27.8 
Deferred consideration on prior year acquisitions								        (1.0)	 (1.5)
Reduction in cash and cash equivalents on demerger								         –   	 (37.5)
Net cash outflow from investing activities									         (45.2)	 (149.5)

Financing activities				  
Interest received										           35.8 	  41.9 
Interest paid										          (58.4)	 (69.9)
Interest element of finance leases paid									         (1.6)	 (2.1)
Dividends paid										          (30.0)	 (57.7)
Proceeds from issue of ordinary shares									          1.5 	  5.8 
Purchase of own shares										           –   	 (0.9)
(Decrease)/increase in loans									        	 (59.7)	  121.3 
Decrease in finance leases										          (2.7)	 (3.1)
Decrease in overdrafts										          (4.0)	 (3.8)
Decrease in other liquid assets									          18.6 	  3.0 
Net cash (outflow)/inflow from financing activities	 							       (100.5)	  34.5 

(Decrease)/increase in cash and cash equivalents								        (67.0)	  3.8 
Cash and cash equivalents at beginning of year									         156.5 	  174.9 
Exchange adjustments										           9.7 	 (22.2)
Cash and cash equivalents at end of year									          99.2 	  156.5 

Net debt at beginning of year									         (356.9)	 (527.1)
(Decrease)/increase in cash equivalents									         (67.0)	  3.8 
Decrease/(increase) in loans										          59.7 	 (121.3)
Decrease in finance leases										           2.7 	  3.1 
Decrease in overdrafts										           4.0 	  3.8 
Decrease in other liquid assets									         (18.6)	 (3.0)
Bank loans disposed of on disposal/demerger of subsidiaries								        –   	  209.6 
Bank loans acquired										           –   	 (2.9)
Finance leases acquired									         	 (0.1)	  –   
Exchange adjustments										           1.0	  77.1 
Net debt at end of year										          (375.2)	 (356.9)
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Consolidated Statement of Recognised Income and Expense

													             2007	 2006
													             £m	 £m 

Exchange difference on translation of foreign operations								        10.2	 (119.5)
(Losses)/gains on net asset hedges									         (8.7)	 82.9 
Exchange differences recycled on disposal of subsidiaries								        –  	 4.4 
Fair value movements in foreign exchange cash flow hedges								       0.1 	 4.1 
Fair value movements in interest rate cash flow hedges								        (2.6)	 2.2 
Fair value movements in commodity contract cash flow hedges							       –  	 (0.6)
Actuarial losses on defined benefit pension schemes								        (10.6)	 (5.6)
Tax on items recognised directly in equity									         3.4	 0.3 
Net expense recognised directly in equity									         (8.2)	 (31.8)
				  
Transfer to profit or loss from equity on foreign exchange cash flow hedges						      (2.1)	 (2.0)
Transfer to profit or loss from equity on interest rate cash flow hedges							       (1.7)	 (1.7)
Transfer to profit or loss from equity on commodity contract cash flow hedges						      –  	 4.0 
				  
Profit/(loss) for the period										         87.2 	 (10.2)
				  
Total recognised income and expense for the period								        75.2 	 (41.7)
				  
Attributable to:				  
Equity holders of the parent										         75.4 	 (41.8)
Minority interests										          (0.2)	 0.1 
													             75.2 	 (41.7)
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Accounting Policies

Basis of Accounting
The financial statements have been prepared using the historical cost convention 
adjusted for the revaluation of certain financial instruments. The principal 
accounting policies adopted are set out below.	

The financial statements have been prepared in accordance with International 
Financial Reporting Standards (IFRS) adopted for use in the European Union and 
therefore comply with Article 4 of the EU IAS Regulation. They have also been 
prepared in accordance with IFRS as issued by the International Accounting 
Standards Board.

In the current year, the Group has adopted IFRS 7: Financial Instruments: 
Disclosures which is effective for annual reporting periods beginning on or after 
1 January 2007, and the related amendment to IAS 1: Presentation of Financial 
Statements. The impact of the adoption of IFRS 7 and the changes to IAS 1 has  
been to expand the disclosures provided in these financial statements regarding  
the Group’s financial instruments and management of capital (see note 18). Three 
interpretations issued by the International Financial Reporting Interpretations 
Committee are effective for the current period. These are: IFRIC 8: Scope of IFRS 2; 
IFRIC 9: Reassessment of Embedded Derivatives; and IFRIC 10: Interim Financial 
Reporting and Impairment. The adoption of these interpretations has not led to any 
changes in the Group’s accounting policies.

In addition , the Group has elected to adopt early the following in advance of  
its effective date:
IAS 23 (Revised): Borrowing Costs (effective for accounting periods beginning on  
or after 1 January 2009) 
IFRIC 14:  IAS 19 – The Limit on a Defined Benefit Asset, Minimum Funding 
Requirements and their Interaction

The revisions made to IAS 23 have no impact on the Group’s accounting 
policies. The principal change to the Standard, which was to eliminate the previously 
available option to expense all borrowing costs as incurred, has no impact on these 
financial statements because it has always been the Group’s accounting policy to 
capitalise borrowing costs incurred on qualifying assets.

The adoption of IFRIC 14 had the effect of clarifying the extent to which a 
surplus on a defined benefit pension scheme can be recognised in the balance 
sheet. The impact of this guidance on these financial statements was to limit to nil 
the £65.6 million surplus on the UK Income and Protection Plan and not recognise 
an asset in the balance sheet, as any economic benefit or recovery via refund or 
reduction in future contributions is not sufficiently certain. 

At the date of authorisation of these financial statements, the following 
Standards and interpretations which have not been applied in these financial 
statements were in issue but not yet effective:
IFRS 8: Operating Segments 
IFRIC 11:  IFRS 2 – Group and Treasury Share Transactions 
IFRIC 12: Service Concession Arrangement 

The directors anticipate that the adoption of these Standards and 
Interpretations in future periods will have no material impact on the financial 
statements of the Group.

Basis of Consolidation
The Group income statement, balance sheet and cash flow statement incorporate 
the financial statements of all subsidiary undertakings under the acquisition method  
of accounting.

The results of subsidiary undertakings acquired or sold during the year are 
included in the consolidated income statement from the effective date of 
acquisition or up to the effective date of disposal as appropriate. Control is achieved 
where the company has the power to govern the financial and operating policies of 
an investee so as to obtain benefits from activities.

Goodwill on acquisitions, being the excess of the fair value of the consideration 
paid over the fair value of the identifiable assets and liabilities acquired, is capitalised 
and tested for impairment on an annual basis. Goodwill arising on acquisitions in the 
year ended 31 December 1997 and earlier periods was written off to reserves in 
accordance with the accounting standards then in force. Goodwill arising on 
acquisitions between 1 January 1998 and 31 December 2003 was amortised on a 
straight line basis over its useful economic life, with a maximum life of 20 years, again 
in accordance with the accounting standards then in force. As permitted by current 
accounting standards, the goodwill previously written off to reserves or amortised 
through the profit and loss account has not been reinstated in the balance sheet.

Associated undertakings are those investments other than subsidiary 
undertakings where the Group is in a position to exercise a significant influence, 
typically through participation in the financial and operating policy decisions of the 
investee. The consolidated financial statements include the Group’s share of the 
post-acquisition reserves of all such companies.

Investments
In the Group’s financial statements, investments in associated undertakings are 
stated at cost plus the Group’s share of post-acquisition reserves less provision  
for impairment.	

Treasury	
Transactions in foreign currencies are translated into Sterling at the rate of exchange 
at the date of the transaction. Monetary assets and liabilities denominated in foreign 
currencies at the balance sheet date are recorded at the rates of exchange prevailing 
at that date. Any gain or loss arising from a change in exchange rates subsequent to 
the date of transaction is recognised in the income statement.

The income statements of overseas operations are translated into Sterling at  
the average exchange rates for the year and their balance sheets are translated into 
Sterling at the exchange rates ruling at the balance sheet date. All exchange 
differences arising on consolidation are taken to equity. All other translation 
differences are taken to the income statement, with the exception of differences  
on foreign currency borrowings and derivative instruments to the extent that they 
are used to provide a hedge against the Group’s equity investments in overseas 
operations, which are taken to equity together with the exchange difference on  
the net investment in those operations.

Goodwill and fair value adjustments arising from the acquisition of a foreign 
entity are treated as assets and liabilities of the foreign entity and translated at the  
closing rate.	

Derivative Financial Instruments and Hedge Accounting
Derivative financial instruments utilised by the Group comprise interest rates swaps, 
cross currency or basis swaps and foreign exchange contracts. All such instruments 
are used for hedging purposes to manage the risk profile of an underlying exposure 
of the Group in line with the Group’s risk management policies. All derivative 
instruments are recorded on the balance sheet at fair value. Recognition of gains or 
losses on derivative instruments depends on whether the instrument is designated 
as a hedge and the type of exposure it is designed to hedge.

The effective portion of gains or losses on cash flow hedges are deferred in 
equity until the impact from the hedged item is recognised in the income 
statement. The ineffective portion of such gains and losses is recognised in the 
income statement immediately, and is included in the “other gains and losses” line  
of the income statement.	
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Hedges of net investments in foreign operations are accounted for similarly to cash 
flow hedges. Any gain or loss on the hedging instrument relating to the effective 
portion of the hedge is recognised in equity in the foreign currency translation 
reserve. The gain or loss relating to the ineffective portion is recognised 
immediately, and is included in the operating profit line of the income statement. 
Gains and losses deferred in the foreign currency translation reserve are recognised 
in profit or loss on disposal of the foreign operation.	

Changes in the fair value of the derivative financial instruments that do not 
qualify for hedge accounting are recognised in the income statement as they arise, 
and are included in the operating profit line of the income statement.

Financial Instruments
Financial assets and financial liabilities are recognised on the Group’s balance sheet 
when the Group becomes a party to the contractual provisions of the instrument. 
Financial assets are accounted for at the trade date.

Cash and cash equivalents	
Cash and cash equivalents comprise cash on hand and deemed deposits, and other 
short-term highly liquid investments that are readily convertible to a known amount 
of cash and are subject to an insignificant risk of changes in value.

Trade receivables
Trade receivables do not carry any interest and are stated at their nominal value as 
reduced by appropriate allowances for estimated irrecoverable amounts.	

Financial liabilities and equity
Financial liabilities and equity instruments are classified according to the substance 
of the contractual arrangements entered into. An equity instrument is any contract 
that evidences a residual interest in the assets of the group after deducting all of  
its liabilities.

Bank borrowings
Interest-bearing bank loans and overdrafts are recorded at the proceeds received, 
net of direct issue costs. Finance charges, including premiums payable on 
settlement or redemption and direct issue costs, are accounted for on an accrual 
basis to the profit and loss account using effective interest method and are added  
to the carrying amount of the instrument to the extent that they are not settled in 
the period in which they arise.

Trade payables
Trade payables are not interest bearing and are stated at their nominal value.

Equity instruments
Equity instruments issued by the Company are recorded at the proceeds received, 
net of direct issue costs.	
	
Revenue Recognition	
Revenue is measured at the fair value of the consideration received or receivable, 
and represents amounts receivable for goods supplied and services provided by the 
Group excluding intercompany transactions, sales by associated undertakings and 
sales taxes.	

Within the engine overhauls business, turnover and associated profit are 
recognised on a percentage of completion basis once the terms of the contract 
have been agreed with the customer and the ultimate profitability of the contract 
can be determined with reasonable certainty.	

In our pilot training business, turnover is recognised evenly over the duration  
of each course.

Research and Development Expenditure
Research expenditure is charged against income in the year in which it is incurred. 
An internally-generated intangible asset arising from the Group’s development 
expenditure is recognised only if the asset can be separately identified, it is probable 
that the asset will generate future economic benefits and the development costs of 
the asset can be measured reliably.
	

Post-Retirement Benefits	
Payments to defined contribution retirement benefit schemes are charged as an 
expense as they fall due.	

For defined benefit retirement benefit schemes, the cost is determined using 
the Projected Unit Credit Method, with actuarial valuations being carried out 
annually on 31 December. Actuarial gains and losses are recognised in full in the 
period in which they occur. They are recognised outside profit or loss and presented 
in the statement of recognised income and expense.	

Past service cost is recognised immediately to the extent that the benefits are 
already vested, and otherwise is amortised on a straight-line basis over the average 
period until the benefits become vested.	

The retirement benefit obligation recognised in the balance sheet represents 
the present value of the defined benefit obligation as adjusted for unrecognised 
past service costs, and reduced by the fair value of scheme assets. Any asset 
resulting from this calculation is limited to past service cost, plus the present value  
of available refunds and reductions in future contributions to the plan.	

Retirement benefit scheme contribution levels are determined by valuations 
undertaken by independent qualified actuaries.	
	
Property, Plant and Equipment
Property, plant and equipment is stated in the balance sheet at cost less accumulated 
depreciation and provision for impairments. Depreciation is provided on the cost of 
property, plant and equipment less estimated residual value and is calculated on a 
straight line basis over the following estimated useful lives of the assets:	
	
Land		  not depreciated
Buildings		 40 years maximum
Plant and machinery (including  
essential commissioning costs)	 3-18 years
	
Tooling, vehicles, computer and office equipment are categorised within plant  
and machinery.	

Finance costs which are directly attributable to the construction of major items 
of property, plant and equipment are capitalised as part of those assets. The 
commencement of capitalisation begins when both finance costs and expenditures 
for the asset are being incurred and activities that are necessary to get the asset 
ready for use are in progress. Capitalisation ceases when substantially all the 
activities that are necessary to get the asset ready for use are complete.	
	
Impairment of Assets
At each balance sheet date, the Group reviews the carrying value of its tangible and 
intangible assets to determine whether there is any indication that those assets have 
suffered an impairment loss. If any such indication exists, the recoverable amount of 
the asset is estimated in order to determine the extent of the impairment loss. 
Where the asset does not generate cash flows that are independent from other 
assets, the Group estimates the recoverable amount of the cash-generating unit to 
which the asset belongs. An intangible asset with an indefinite life is tested for 
impairment annually and whenever there is an indication that the asset may  
be impaired.

Recoverable amount is the higher of fair value less costs to sell and value in use. 
In assessing value in use, the estimated future cash flows are discounted to their 
present value using a pre-tax discount rate that reflects current market assessments 
of the time value of money and the risks specific to the asset for which the estimates 
of future cash flows have not been adjusted.

If the recoverable amount of an asset or cash-generating unit is estimated to be 
less than its carrying amount, the carrying amount of the asset or cash-generating unit 
is reduced to its recoverable amount. An impairment loss is recognised immediately.

Where an impairment loss subsequently reverses, the carrying amount of the 
asset or cash-generating unit is increased to the revised estimate of its recoverable 
amount, but so that the increased carrying amount does not exceed the carrying 
amount that would not have been determined had no impairment loss been 
recognised for the asset or cash-generating unit in prior years. A reversal of an 
impairment loss is recognised as income immediately, unless the relevant asset is 
carried at a revalued amount, in which case the reversal of the impairment loss is 
treated as a revaluation increase.
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Accounting Policies

Intangible Assets
Licences are shown at amortised cost. Amortisation provided on the cost of licences 
is calculated on a straight line basis over the useful life of the licences.

Where computer software is not an integral part of a related item of computer 
hardware, the software is treated as an intangible asset. Computer software is 
capitalised on the basis of the costs incurred to acquire and bring to use the specific 
software. Amortisation is provided on the cost of software and is calculated on a 
straight line basis over the useful life of the software.

The Group makes an assessment of the fair value of intangible assets arising on 
acquisitions. An intangible asset will be recognised as long as the asset is separable 
or arises from contractual or other legal rights, and its fair value can be measured 
reliably. Amortisation is provided on the fair value of the asset and is calculated  
on a straight line basis over its useful life.

Share-Based Payments
The Group operates a number of cash and equity-settled share-based compensation 
plans. The fair value of the compensation is recognised in the income statement  
as an expense. The total amount to be expensed over the vesting period is 
determined by reference to the fair value of the options granted and calculated 
using the valuation technique most appropriate to each type of award. These 
include Black-Scholes calculations and Monte Carlo simulations. For cash-settled 
options, the fair value of the option is revisited at each balance sheet date. For  
both cash and equity-settled options, the Group revises its estimates of the number 
of options that are expected to become exercisable at each balance sheet date.

Leases
Where assets are financed by lease agreements that give rights similar to ownership 
(finance leases), the assets are treated as if they had been purchased and the leasing 
commitments are shown as obligations to the lessors. The capitalisation values of 
the assets are written off on a straight line basis over the shorter of the periods of the 
leases or the useful lives of the assets concerned. The capital elements of future 
leases are recorded as liabilities, while the interest elements are charged to the 
income statement over the period of the leases to produce a constant rate of charge 
on the balance of capital payments outstanding.

For all other leases (operating leases) the rental payments are charged to the 
income statement on a straight line basis over the lives of the leases.

Inventory
Inventory is stated at the lower of cost and net realisable value. Cost comprises the 
cost of raw materials and an appropriate proportion of labour and overheads in the 
case of work in progress and finished goods. Cost is calculated using the first in first 
out method in the Flight Support segment, and weighted average method in the 
Aftermarket Services and Systems segment. Provision is made for slow moving or 
obsolete inventory as appropriate.

Taxation	
The charge for taxation is based on the profit for the year and takes into account 
taxation deferred due to temporary differences between the treatment of certain 
items for taxation and accounting purposes. Current tax is calculated at tax rates 
which have been enacted or substantially enacted at the balance sheet date.

Deferred tax is the tax expected to be payable or recoverable on differences 
between the carrying amounts of assets and liabilities in the financial statements 
and the corresponding tax bases in the computation of taxable profit, and is 
accounted for using the balance sheet liability method.

No provision is made for temporary differences on unremitted earnings of 
foreign subsidiaries, joint ventures or associates where the Group has control and  
the reversal of the temporary difference is not foreseeable.

The carrying amount of deferred tax assets is reviewed at each balance sheet 
date and reduced to the extent that it is no longer probable that sufficient taxable 
profits will be available to allow all or part of the asset to be recovered.

Deferred tax is calculated at tax rates which have been enacted or substantially 
enacted at the balance sheet date and that are expected to apply in the period 
when the liability is settled or the asset is realised. Deferred tax is charged or credited 
in the income statement, except when it relates to items charged or credited to 
equity, in which case the deferred tax is also dealt with in equity.

Critical Accounting Judgements and Key Sources of Estimation Uncertainty
The key assumptions concerning the future, and other key sources of estimation 
uncertainty at the balance sheet date, that have a significant risk of causing a 
material adjustment to the carrying amounts of assets and liabilities within the next 
financial year, are discussed below.  The judgements used by management in the 
application of the Group’s accounting policies in respect of these key areas of 
estimation are considered to be the most significant.

Impairment of goodwill and tangible fixed assets
Determining whether goodwill or tangible fixed assets are impaired requires an 
estimation of the value in use of the cash-generating units to which the goodwill 
has been allocated or the individual assets. The value in use calculation requires the 
entity to estimate future cash flows expected to arise from the cash generating unit 
or asset and a suitable discount rate in order to calculate present value. The carrying 
amount of goodwill and tangible fixed assets at the balance sheet date was  
£340.2 million and £310.4 million respectively. Details regarding the goodwill  
and tangible fixed asset carrying value and assumptions used in carrying out  
the impairment reviews are provided in notes 9 and 10.

Pensions and other post-retirement benefits
Determining the present value of future obligations of pension and other post-
retirement benefit schemes requires an estimation of future mortality rates, future 
changes in employee benefits and length of service. These assumptions are 
determined in association with qualified actuaries. The net pension liability related 
to defined benefit type schemes at the balance sheet date was £10.3 million. As at 
the balance sheet date the update of the actuarial valuation of the UK Income and 
Protection Plan indicates a surplus of £65.6 million. In accordance with IAS 19, IFRIC 
14 and the Group’s accounting policies, the surplus has been restricted and no asset 
has been recognised in the balance sheet, as any economic benefit or recovery via 
refund or reduction in future contributions is not sufficiently certain. Details 
regarding the carrying value and assumptions used in arriving at the carrying values 
are provided in note 20.
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1. Segmental information

				     							       Aftermarket		   	  
				     						      Flight	 Services	 Total	 Unallocated	 Total 
										          Support	 & Systems	 Aviation	 corporate	 continuing
Business Segments							       £m	 £m	 £m	 £m	 £m

2007							     
External revenue			    				    579.5 	  399.9 	  979.4 	  –  	  979.4 
Underlying operating profit			   				    72.2 	  43.2 	  115.4 	 (9.7)	  105.7 
Restructuring costs and amortisation of acquired intangibles net of gains on disposal of businesses		  (9.7)	  34.2 	  24.5 	 (0.1)	  24.4 
Segment result from continuing operations*						       62.5 	  77.4 	  139.9 	 (9.8)	  130.1 
Underlying operating margin						      12.5%	 10.8%	 11.8%	  –   	 10.8%
Investment income											            44.8 
Finance costs											           (64.1)
Profit before tax											            110.8 
Tax													             (23.6)
Profit for the period from continuing operations									          87.2 
Profit after tax from discontinued operations									         	  –   
Profit after tax on disposal										          	  –   
Profit for the period							        			   	 87.2 

*	 Segment result includes £1.1m profit of associates within Flight Support.							     

							     
Other information							     
Capital additions							        20.6 	  19.0 	  39.6 	  0.2 	  39.8 
Depreciation and amortisation						       19.6 	  10.3 	  29.9 	  0.2 	  30.1
 

Balance sheet							     
Assets:							     
Segment assets							        579.1 	  396.2 	  975.3 	  59.9 	  1,035.2 
Investments in associates							        1.6 	 –	  1.6 	 –	  1.6 
Tax recoverable											            3.4 
Cash and cash equivalents											            99.2 
Consolidated total assets											            1,139.4 
Liabilities:							     
Segment liabilities							       (90.5)	 (51.8)	 (142.3)	 (94.4)	 (236.7)
Tax liabilities											           (63.0)
Finance lease and loan liabilities										          (467.8)
Consolidated total liabilities											           (767.5)
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1. Segmental information continued

				     							       Aftermarket		   	  
				     						      Flight	 Services	 Total	 Unallocated	 Total 
										          Support	 & Systems	 Aviation	 corporate	 continuing
Business Segments							       £m	 £m	 £m	 £m	 £m

2006
External revenue							        556.4 	  393.7 	  950.1 	  –   	  950.1 
Underlying operating profit							       65.5 	  44.6 	  110.1 	 (7.3)	  102.8 
Restructuring costs and amortisation of acquired intangibles net of gains on disposal of businesses		  (2.2)	 (3.5)	 (5.7)	 (2.3)	 (8.0)
Segment result from continuing operations*						       63.3 	  41.1 	  104.4 	 (9.6)	  94.8 
Underlying operating margin						      11.8%	 11.3%	 11.6%	  –   	 10.8%
Investment income											            43.5 
Finance costs											           (68.1)
Profit before tax											            70.2 
Tax													             (20.7)
Profit for the period from continuing operations									          49.5 
Loss after tax from discontinued operations**										          (76.2)
Profit after tax on disposal											            16.5 
Loss for the period											            (10.2)

*	 Segment result includes £0.4m profit of associates within Flight Support.
**	 Loss after tax from discontinued operations relates to the results of Fiberweb and Becorit, further details of which are given in note 5. Becorit, our rail friction business, was previously included as part of the 
Aftermarket Services & Systems segment. Fiberweb previously formed the entire Materials Technology segment.

Other information							     
Capital additions			    				    29.4 	  17.4 	  46.8 	  0.2 	  47.0 
Depreciation and amortisation						       19.1 	  12.4 	  31.5 	  0.2 	  31.7 

Balance sheet							     
Assets:							     
Segment assets							        494.8 	  428.5 	  923.3 	  60.0 	  983.3 
Investments in associates							        8.8 	  –   	  8.8 	  –   	  8.8 
Tax recoverable											            0.1 
Cash and cash equivalents											            156.5 
Consolidated total assets											            1,148.7 
Liabilities:							     
Segment liabilities							        (82.5)	  (56.6)	  (139.1)	  (101.6)	  (240.7)
Tax liabilities											            (58.7)
Finance lease and loan liabilities										           (526.8)
Consolidated total liabilities											            (826.2)



67

1. Segmental information continued

										          Revenue from continuing operations
											           By	 By	 Capital 	  
											           destination	 origin	 additions	 Assets
 Geographical Segments								        £m	 £m	 £m	 £m

2007							     
United Kingdom			    					     136.5 	  197.0 	  12.2 	  200.4 
Mainland Europe			    					     68.1 	  24.5 	  2.6 	  28.3 
North America			    					     722.5 	  754.6 	  24.9 	  799.0 
Rest of World								         52.3 	  3.3 	 0.1 	  7.5 
Total			    						      979.4 	  979.4 	 39.8 	  1,035.2 
							     
2006							     
United Kingdom			    					     135.0 	  197.3 	 13.4 	  240.4 
Mainland Europe			    					     66.5 	  21.5 	 3.9 	  21.8 
North America			    					     698.9 	  727.6 	 27.8 	  714.0 
Rest of World			    					     49.7 	  3.7 	 1.9 	  7.1 
Total			    						      950.1 	  950.1 	  47.0 	  983.3 

Revenue from the Group’s discontinued operations was derived from the United Kingdom (2007: £nil, 2006: £18.1 million), Mainland Europe (2007: £nil, 2006: £239.0 million), 
North America (2007: £nil, 2006: £238.4 million) and the Rest of the World (2007: £nil, 2006: £48.7 million).

An analysis of the Group’s revenue from continuing operations for the year is as follows:

													             2007	 2006
													             £m	 £m					   

Sales of goods										           429.2 	  394.8 
Revenue from services						       				    550.2 	  555.3 
													              979.4 	  950.1 
							     
A portion of the Group’s revenue from the sale of goods and services denominated in foreign currencies is cash flow hedged. The amounts disclosed above for revenue 
from the sale of goods include the recycling of the effective amount of the foreign currency derivatives that are used to hedge foreign currency revenue. The amount 
included in revenue from continuing operations is £2.1 million (2006: £2.0 million) and revenue from discontinued operations is £nil (2006: £nil).
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2. Profit for the year						    
Profit for the year has been arrived at after charging/(crediting):

Restructuring costs, amortisation of intangibles and non-recurring items
Restructuring costs and amortisation of acquired intangibles net of gains on disposal of businesses included within operating profit from continuing operations amounted 
to a credit of £24.4 million (2006: charge £8.0 million). The main items included within this are:

2007: Administrative expenses of £0.8 million relating to amortisation of intangible assets acquired and valued in accordance with IFRS 3; restructuring costs of £5.6 million 
relating to a number of small aviation restructuring initiatives; an impairment loss on an investment in an associated company in Brazil of £7.6 million, and; a total gain on the 
disposal of Oxford Aviation Training and Oxford Airport of £38.4 million.

2006: Administrative expenses of £0.6 million relating to amortisation of intangible assets acquired and valued in accordance with IFRS 3, and; restructuring costs of  
£7.4 million relating to a number of small aviation restructuring initiatives. 

Net of tax, restructuring costs and non-recurring items included within discontinued operations amounted to £nil (2006: £92.9 million). The costs in 2006 primarily related to 
impairment charges for a number of Fiberweb wipes lines; line impairment charges, severance costs and other closure costs associated with the rationalisation of Fiberweb 
North America Hygiene; and the costs of the demerger of Fiberweb.

Other

										          Continuing 		  Discontinued
										          operations		  operations	 Total	 Total
									         2007	 2006	 2007	 2006	 2007	 2006
									         £m	 £m	 £m	 £m	 £m	 £m

Net foreign exchange (gains)/losses					     (0.1)	 (0.2)	  –   	  0.3 	 (0.1)	  0.1 

Research and development costs					      1.5 	  1.8 	   –    	  8.9 	  1.5 	  10.7 

Depreciation and impairment of property, plant and equipment	  		  26.9 	  28.5 	   –    	  59.4 	  26.9 	  87.9 
Amortisation of intangible assets (included in administration expenses)	  		  2.4 	  2.1 	   –    	  1.1 	  2.4 	  3.2 
Amortisation of intangible assets (included in cost of sales)	  			   0.8 	  1.1 	   –    	  –   	  0.8 	  1.1 
Total depreciation and amortisation expense	  				    30.1 	  31.7 	   –    	  60.5 	  30.1 	  92.2 

Total employee costs	  					     257.2 	  264.0 	   –    	  93.9 	  257.2 	  357.9 

Cost of inventories recognised as an expense	  				    502.1 	  439.8 	   –    	  458.9 	  502.1 	  898.7 

The analysis of auditors’ remuneration is as follows:

													             Total	 Total
													             2007	 2006
													             £m	 £m

Fees payable to the Company’s auditors for the audit of the Group’s annual accounts						       1.3 	  1.2 
						    
Fees payable to the Company’s auditors and their associates for other services to the Group						    
The audit of the Company’s subsidiaries pursuant to legislation							        0.1 	  0.2 
Total audit fees										           1.4 	  1.4 
Other services pursuant to legislation						    
Tax services										           –   	  0.1 
Recruitment and remuneration services									          –   	  0.4 
Reporting accountant services*									          –   	  2.0 
													              –   	  2.5 

Fees payable to the Company’s auditors and their associates in respect of associated pension schemes 
Audit					      						      –   	  0.1 
													              –   	  0.1 
Total fees payable to the Company’s auditors									          1.4 	  4.0 

* 	 Primarily comprises the audit of Fiberweb historical financial information, BBA Aviation plc working capital report and Fiberweb reporting procedures report.
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3. Investment income, finance costs and other gains and losses

										          Continuing		  Discontinued		
									         	 operations	 	 operations	 	 Total
									         2007	 2006	 2007	 2006	 2007	 2006
									         £m	 £m	 £m	 £m	 £m	 £m				  

Interest on bank deposits	  					     39.2 	  38.8 	  –   	  0.6 	  39.2 	  39.4 
Net finance income from pension schemes	  				    3.9 	  3.0 	  –   	 (1.1)	  3.9 	  1.9 
Fair value gains on interest rate swaps designated as cash flow hedges transferred from equity	  1.7 	  1.7 	  –   	  –   	  1.7 	  1.7 
Total investment income	  					     44.8 	  43.5 	  –   	 (0.5)	  44.8 	  43.0 

Interest on bank loans and overdrafts				    	 (62.3)	 (66.5)	  –   	 (0.7)	 (62.3)	 (67.2)
Interest on obligations under finance leases					     (1.6)	 (1.8)	  –   	 (0.3)	 (1.6)	 (2.1)
Other finance costs					     	 (0.9)	 (0.5)	  –    	  –   	 (0.9)	 (0.5)
Total borrowing costs					     	 (64.8)	 (68.8)	  –    	 (1.0)	 (64.8)	 (69.8)

Less amounts included in the cost of qualifying assets	  			   0.7 	  0.7 	  –    	  –   	  0.7 	  0.7 
Total finance costs						      (64.1)	 (68.1)	  –    	 (1.0)	 (64.1)	 (69.1)
						    
Borrowing costs included in the cost of qualifying assets during the year arose on the general borrowing pool and are calculated by applying a capitalisation rate in the 
range of 4.72% to 6.45% to expenditure on such assets.

4. Income tax expense

										          Continuing		  Discontinued		
									         	 operations	 	 operations	 	 Total
									         2007	 2006	 2007	 2006	 2007	 2006
									         £m	 £m	 £m	 £m	 £m	 £m				  

Current tax						       16.3 	  11.7 	  –   	 (5.5)	  16.3 	  6.2 
Adjustments in respect of prior years – current tax				     0.5 	 (0.9)	  –   	  0.6 	  0.5 	 (0.3)
Deferred tax (note 21)						       8.3 	  7.9 	  –   	 (16.4)	  8.3 	 (8.5)
Adjustments in respect of prior years – deferred tax				    (1.5)	  2.0 	  –   	 (1.9)	 (1.5)	  0.1 
Income tax expense for the year					      23.6 	  20.7 	  –   	 (23.2)	  23.6 	 (2.5)

Domestic income tax is calculated at 30% (2006: 30%) of the estimated assessable profit for the year. Taxation for other jurisdictions is calculated at the rates prevailing in the 
relevant jurisdictions.

In 2006, a current tax charge of £0.3 million was accounted for within the profit on disposal after tax of £16.5 million in the income statement.

The total charge for the year can be reconciled to the accounting profit as follows:

													             2007	 2006
													             £m	 £m

Profit before tax:
	 continuing operations									         	  110.8 	  70.2 
	 discontinued operations									         	 –	 (99.4)
												            	 110.8 	 (29.2)
						    
Tax at the rates prevailing in the relevant tax jurisdictions 35.8% (2006: 34.5%) 					     	 39.7 	 (9.9)
Tax effect of share of results of associates									         –	 (0.3)
Tax effect of expenses that are not deductible in determining taxable profit					     	 (3.6)	  11.2 
Items on which deferred tax has not been recognised							       	 (1.3)	 (6.2)
Tax rate changes					      				    	 1.2 	  2.9 
Capital gains									         	  (11.3) 	 –
Adjustments in respect of prior years								        	 (1.1)	 (0.2)
Tax expense/(credit) for the year								        	  23.6 	 (2.5)

The applicable tax rate of 35.8% (2006: 34.0%) represents a blend of the tax rates of the jurisdictions in which taxable profits have arisen. The change on prior year  
is due to a change in the proportion of taxable profits that have arisen in each jurisdiction.

In addition to the income tax expense charged to profit or loss, a current tax credit of £(2.9) million (2006: £nil) and a deferred tax credit of £(0.5) million  
(2006: credit £(0.3) million) has been recognised in equity in the year.
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5. Discontinued operations
Net cash flow from operating activities – discontinued operations
In 2006, the Group demerged Fiberweb and disposed of Becorit as detailed below. The cash outflow associated with discontinued operations in 2007 relates to the 
payment of accrued costs of the Fiberweb demerger, and to the settlement of pension liabilities relating to Becorit and two companies which formed part of Fiberweb.

Fiberweb
On 30 October 2006, the Group entered into an agreement to demerge Fiberweb, which carried out all of the Group’s non-woven operations and constituted the entire 
Materials Technology segment. The demerger was made effective on 17 November 2006, on which date the business was distributed to the existing shareholders of  
BBA Group plc by way of dividend-in-specie.

The income statement and segmental results of Fiberweb for the period from 1 January 2006 to 16 November 2006 are as follows:

														              Period ended
													             16 November 2006
														              £m	

Revenue												            527.4 
Cost of sales											           (432.4)
Distribution costs											           (40.6)
Administrative expenses											           (38.6)
Other operating income											            1.9 
Share of profit of associates											            0.4 
Other operating expenses											           (0.3)
Underlying operating profit											           17.8 
Restructuring costs and non-recurring items (note 2)									         (84.5)
Costs of demerger											           (33.7)
Operating loss											           (100.4)
Finance costs											           (1.4)
Loss before tax											           (101.8)
Income tax expense											            23.3 
Loss for the year											           (78.5)

Becorit
On 28 November 2006, the Group entered into a sale agreement to dispose of Becorit GmbH, which carried out all of the Group’s rail friction operations. The disposal was 
completed on 1 December 2006, on which date control of Becorit GmbH passed to the acquirer.

The results of Becorit for the period from 1 January 2006 to 30 November 2006 are as follows:

														              Period ended
													             30 November 2006
														              £m	

Revenue		  										          16.8 
Cost of sales											           (11.0)
Distribution costs											           (1.1)
Administrative expenses											           (2.0)
Other operating income											            0.2 
Underlying operating profit											           2.9 
Restructuring costs and non-recurring items (note 2)									         (0.4)
Operating profit											            2.5 
Finance costs											           (0.1)
Profit before tax											            2.4 
Income tax expense											           (0.1)
Profit for the year											            2.3 
		
Becorit, our rail friction business, was previously included as part of the Aftermarket Services & Systems segment.  

A gain of £16.5 million arose on the disposal of Becorit, being the proceeds of disposal less the carrying value of the subsidiary’s net assets and costs of disposal.
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6. Dividends
On 18 May 2007, the 2006 final dividend of 5.00p per share (total dividend £20.6 million) was paid to shareholders. In May 2006, the 2005 final dividend paid was  
8.30p per share (total dividend £40.6 million).

On 2 November 2007, the 2007 interim dividend of 2.25p per share (total dividend £9.3 million) was paid to shareholders. In November 2006, the 2006 interim dividend paid 
was 3.50p per share (total dividend £17.1 million).

On the demerger of Fiberweb on 17 November 2006, a dividend was declared which was satisfied by the issue of shares in Fiberweb plc – a dividend in specie. The dividend 
in specie of £320.0 million represented the net assets of the businesses transferred to Fiberweb on demerger. The existing shareholders of BBA Group plc were given shares 
in Fiberweb plc on a ratio of one share in Fiberweb plc for every four shares held in BBA Group plc. Immediately after the demerger BBA Group plc changed its name to  
BBA Aviation plc.

In respect of the current year, the directors propose that a final dividend of 5.35p per share will be paid to shareholders on 23 May 2008. This dividend is subject to approval 
by shareholders at the Annual General Meeting and in accordance with IAS 10 “Post Balance Sheet Events” has not been included as a liability in these financial statements. 
The proposed dividend is payable to all shareholders on the Register of Members on 25 April 2008. The total estimated dividend to be paid is £22.1 million.

Dividend payments to minority shareholders during the year totalled £0.1 million (2006: £nil).

7. Earnings per share

														             Continuing and
												            Continuing		  discontinued
								         				    operations		   operations
											           2007	 2006	 2007	 2006
Earnings								         	 £m 	  £m 	  £m 	  £m 			 

Basic:
Earnings
Profit/(loss) for the period					      			   87.2 	  49.5 	  87.2 	 (10.2)
Minority interests								         0.2 	 (0.1)	  0.2 	 (0.1)
Basic earnings attributable to ordinary shareholders					      	 87.4 	  49.4 	  87.4 	 (10.3)
Restructuring costs and amortisation of acquired intangibles net of gains on disposals after tax			   (24.1)	  5.3 	 (24.1)	  98.2 
Profit after tax on disposal (discontinued operations)						      –	 –	  –   	 (16.5)
Adjusted earnings					      			   63.3 	  54.7 	  63.3 	  71.4 
Diluted:
Earnings
Basic earnings attributable to ordinary shareholders					      	 87.4	  49.4 	  87.4 	 (10.3)
Diluted earnings attributable to ordinary shareholders					      	 87.4 	  49.4 	  87.4 	 (10.3)
Restructuring costs and amortisation of acquired intangibles net of gains on disposals after tax			   (24.1)	  5.3 	 (24.1)	  98.2 
Profit after tax on disposal (discontinued operations)					      	 –   	  –   	  –   	 (16.5)
Adjusted diluted earnings 					      			   63.3 	  54.7 	  63.3 	  71.4 
Number of shares
Weighted average number of 2916/21 p ordinary shares:
For basic earnings per share								       412.2 	  478.4 	  412.2 	  478.4 
Exercise of share options					      			   1.4 	  2.2 	  1.4 	  2.2 
For diluted earnings per share					      		  413.6 	  480.6 	  413.6 	  480.6 
Earnings per share 
Basic:
Adjusted									        15.4p 	 11.4p 	 15.4p 	 14.9p 
Unadjusted								        21.2p 	 10.3p 	 21.2p 	 (2.2)p 
Diluted:
Adjusted									        15.3p 	 11.4p 	 15.3p 	 14.9p 
Unadjusted								        21.1p 	 10.3p 	 21.1p 	 (2.1)p 

The 2006 weighted average number of ordinary shares reflects the effect of the 21 for 25 share consolidation which occurred on 16 November 2006.

Adjusted earnings per share is shown calculated on earnings before restructuring costs and amortisation of acquired intangibles net of gains on disposals because the 
directors consider that this gives a better indication of underlying performance.
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7. Earnings per share continued
From discontinued operations:
Unadjusted basic earnings per share for the discontinued operations is nil p per share (2006: (12.5)p per share) and diluted earnings per share for the discontinued operations 
is nil p per share (2006: (12.4)p per share), based on the loss for the year from the discontinued operations of £nil (2006: loss £59.7 million) and the denominators detailed 
above for both basic and diluted earnings per share.

Adjusted basic earnings per share for discontinued operations is nil p per share (2006: 3.5p per share) and diluted earnings per share for discontinued operations is nil p per 
share (2006: 3.5p per share), based on the profit for the year from the discontinued operations before restructuring costs and non-recurring items of £nil (2006: £16.7 million) 
and the denominators detailed above for both basic and diluted earnings per share.

8. Employees

													             2007	 2006
													             number	 number

Average monthly number (including Executive Directors) – continuing operations
By segment	
Flight Support					      					     8,286 	  8,266 
Aftermarket Services & Systems					      				    2,334 	  2,326 
													              10,620 	  10,592 
By region						    
United Kingdom										           2,309 	  2,295 
Mainland Europe										           132 	  129 
North America										           8,124 	  8,115 
Rest of World										           55 	  53 
													              10,620 	  10,592 
		
			 
													             £m	 £m

Employment costs – continuing operations
Wages and salaries										           229.1 	  230.4 
Social security costs										           20.7 	  27.1 
Pension costs										           7.4 	  6.5 
					      								        257.2 	  264.0 

The average monthly number of employees of discontinued operations was nil (2006: 3,085). The cost incurred in respect of these employees of discontinued operations 
was £nil (2006: £93.9 million).
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9. Intangible assets

										          Licences			   Licences
									         Goodwill	 & Other	 Total	 Goodwill	 & Other	 Total
									         2007	 2007	 2007	 2006	 2006	 2006
									         £m	 £m	 £m	 £m	 £m	 £m

Cost								      
Beginning of year	  					     314.1 	  33.4 	  347.5 	  429.8 	  35.3 	  465.1 	
Exchange adjustments	  					     (1.7)	  (0.2)	  (1.9)	  (42.8)	  (2.2)	  (45.0)
Acquisitions	  					     40.1 	  18.9 	  59.0 	  33.8 	  4.9 	  38.7 
Additions						       –  	  3.5 	  3.5 	  –   	  1.1 	  1.1 
Disposals	  					     –   	 (0.2)	  (0.2)	  –   	  –   	  –   
Disposals/demerger of subsidiaries	  				    (13.8)	  (0.9)	  (14.7)	  (108.2)	  (6.2)	  (114.4)
Transfers from other asset categories	  				    –   	  0.5 	  0.5 	  –   	  –   	  –   
Acquisitions in prior years	  					     1.5 	  –   	  1.5 	  1.5 	  0.5 	  2.0 
End of year	  					     340.2 	  55.0 	  395.2 	  314.1 	  33.4 	  347.5 
						    
Amortisation						    
Beginning of year	  					     –   	  (12.5)	  (12.5)	  –   	  (10.8)	  (10.8)
Exchange adjustments	  					     –   	  0.1 	  0.1 	  –   	  –   	  –   
Amortisation charge for the year	  				    –   	  (3.2)	  (3.2)	  –   	  (4.3)	  (4.3)
Disposals	  					     –   	  0.2 	  0.2 	  –   	  –   	  –   
Disposals/demerger of subsidiaries					     –	  0.5 	  0.5 	  –   	  3.1 	  3.1 
Acquisitions in prior years						      –	 –	  –   	  –   	  (0.5)	  (0.5)
End of year	  					     –   	  (14.9)	  (14.9)	  –   	  (12.5)	  (12.5)
						    
Impairment						    
Beginning of year	  					     –   	  –   	  –   	  –   	  –   	  –   
Impairment loss recognised in the year			    		  –	 –	 –   	  (14.3)	  –   	  (14.3)
Disposals/demerger of subsidiaries					     –	 –	  –   	  14.3 	  –   	  14.3 
Impairment balance at end of year	  				    –   	  –   	  –   	  –   	  –   	  –   

Carrying amount								      
End of year	  					     340.2 	  40.1 	  380.3 	  314.1 	  20.9 	  335.0 

Licences are amortised over the period to which they relate, which is on average 18 years. Other intangible assets are amortised over their estimated useful lives which is on 
average 10 years.

The £1.5 million goodwill on acquisitions in prior years arises as a result of the finalisation of fair value exercises.

Goodwill acquired in a business combination is allocated, at acquisition, to the cash-generating units (CGUs) that are expected to benefit from the business combination. 
The carrying amount of goodwill had been allocated as follows:

													             2007	 2006
													             £m	 £m

Flight Support
ASIG US			    								        74.2 	  75.3 
Signature US										           109.5 	  92.3 
Signature UK										           13.7 	  16.5 
Executive Beechcraft										           19.2 	  –   
Other – (several CGUs)										           25.0 	  20.7 
Aftermarket Services & Systems
Dallas Airmotive			    							       40.1 	  40.7
H&S Aviation										           10.7 	  10.7 
Ontic Engineering & Manufacturing									          21.1 	  21.3 
Oxford Aviation Services			    							       –   	  14.3 
Other – (several CGUs)										           26.7 	  22.3 
													             340.2 	  314.1 

The Group tests goodwill annually for impairment, or more frequently if there are indications that goodwill might be impaired.

The recoverable amounts of the CGUs are determined from value in use calculations. The key assumptions for the value in use calculations are those regarding the discount 
rates, growth rates and expected changes to selling prices and direct costs during the period. Management estimates discount rates using pre-tax rates that reflect current 
market assessments of the time value of money and the risks specific to the CGUs. The growth rates are based on industry growth forecasts. Changes in selling prices and 
direct costs are based on past practices and expectations of future changes in the market.

The Group prepares cash flow forecasts derived from the most recent financial budgets approved by management for the next three years and extrapolates cash flows  
for the following years based on an estimated growth rate of 2.5%. This rate does not exceed the average long-term growth rate for the relevant markets. The rate used to 
discount the forecast cash flows is 10.2%.
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10. Property, plant and equipment

									         Land and	 Fixtures and		  Land and	 Fixtures and	
									         buildings	 equipment	 Total	 buildings	 equipment	 Total
									         2007	 2007	 2007	 2006	 2006	 2006
									         £m	 £m	 £m	 £m	 £m	 £m

Cost or valuation						    
Beginning of year	  					     285.5 	  244.4 	  529.9 	  416.7 	  864.7 	  1,281.4 
Exchange adjustments						       (2.7)	  (1.6)	  (4.3)	  (38.5)	  (53.4)	  (91.9)
Transfers (to)/from other asset categories	  				    (1.4)	  (2.1)	  (3.5)	  15.2 	  (16.3)	  (1.1)
Acquisition of businesses						       15.8 	  0.6 	  16.4 	  4.4 	  1.6 	  6.0 
Additions						       14.3 	  21.9 	  36.2 	  35.1 	  58.3 	  93.4 
Disposals						       (2.1)	  (5.7)	  (7.8)	  (3.4)	  (6.7)	  (10.1)
Asset write downs						       (1.0)	  (1.9)	  (2.9)	  (6.4)	  (100.2)	  (106.6)
Disposals/demerger of subsidiaries					      (19.5)	  (14.7)	  (34.2)	  (137.6)	  (503.6)	  (641.2)
End of year						       288.9 	  240.9 	  529.8 	  285.5 	  244.4 	  529.9 

Accumulated depreciation and impairment						    
Beginning of year						       86.8 	  126.7 	  213.5 	  119.8 	  415.2 	  535.0 
Exchange adjustments						       (0.8)	  (0.7)	  (1.5)	  (12.0)	  (26.1)	  (38.1)
Transfers (to)/from other asset categories	  				    –  	  (1.2)	  (1.2)	  15.2 	  (15.7)	  (0.5)
Depreciation charge for the year					      11.9 	  15.0 	  26.9 	  15.0 	  47.4 	  62.4 
Disposals						       (1.5)	  (4.6)	  (6.1)	  (1.3)	  (4.4)	  (5.7)
Impairments	  					     –   	 –   	  –   	  5.4 	  20.1 	  25.5 
Asset write downs						       (1.0)	  (1.4)	  (2.4)	  (3.3)	  (72.6)	  (75.9)
Disposals/demerger of subsidiaries					      (4.5)	  (5.3)	  (9.8)	  (52.0)	  (237.2)	  (289.2)
End of year					     	  90.9 	  128.5 	  219.4 	  86.8 	  126.7 	  213.5 

Carrying amount						    
End of year						       198.0 	  112.4 	  310.4 	  198.7 	  117.7 	  316.4 

Certain reclassifications to the 2006 cost and accumulated depreciation have been made to ensure consistency with the 2007 presentation. These have no impact on the 
carrying amount in 2006 or 2007.

													             2007	 2006
													             £m	 £m			 

Capital commitments 
Capital expenditure contracted but not provided for								        1.4	 8.6

The carrying amount of the Group’s fixtures and equipment includes an amount of £5.6 million (2006: £5.5 million) in respect of assets held under finance leases.

Where assets have been impaired the recoverable amount has been determined by reference to its value in use, estimated using a discount rate of 10.2%.

11. Investments in associates

													             2007	 2006
													             £m	 £m

Cost of investment in associates	  								        0.6 	  8.4 
Share of post acquisition profit, net of dividends received								         1.0 	  0.4 
													             1.6 	  8.8 
		
The investments in associates relates to a number of small investments within the Flight Support segment.

													             2007	 2006
Aggregated amounts relating to associates									         £m	 £m

Total assets	  									         15.1 	  12.7 
Total liabilities										           (11.6)	  (3.4)
Net assets										           3.5 	  9.3 

													             2007	 2006
													             £m	 £m

Revenue	 										          124.9 	  20.2 
Profit for the year										           2.4 	  1.6 
Group’s share of profit for the year									          1.1 	  0.8 

Included within the Group’s share of profit for the year is £nil (2006: £0.4 million) which is reported within discontinued operations on the face of the income statement.

During the year, an investment in Lider in Brazil was written down by £7.6 million after discussions with other shareholders regarding our future participation led to a 
reconsideration of the influence that we could exert on future strategy.
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12. Inventories

													             2007	 2006
													             £m	 £m

Raw materials									         	  89.0 	  70.3 
Work-in-progress									         	  17.9 	  27.1 
Finished goods									         	  35.0 	  33.9 
												            	  141.9 	  131.3 

13. Other financial assets
Trade and other receivables

													             2007	 2006
												            Note	 £m	 £m

Amounts due within one year
Trade receivables									         	 124.8 	 121.0 
Other receivables, prepayments and accrued income							       	 52.5 	 48.1 
Derivative financial instruments								        18	 8.4 	 2.7 
Trade and other receivables due within one year							       	 185.7 	 171.8 

Amounts due after one year
Trade and other receivables									         	 16.7 	 11.7 
Derivative financial instruments								        18	 0.2 	 17.1 
Trade and other receivables due after one year								        	 16.9 	 28.8 
												            	 202.6 	 200.6 

Trade receivables
An allowance has been made for estimated irrecoverable amounts from the sale of goods of £2.3 million (2006: £3.4 million).  This allowance has been determined by 
reference to past default experience.	

Included in the Group’s trade receivables balances are debtors with a carrying amount of £24.0 million (2006: £30.6 million) which are past due at the reporting date for 
which the Group has not provided as there has not been a significant change in credit quality and the amounts are still considered recoverable. The Group does not hold 
any collateral over these balances. The average age of these receivables is 65 days (2006: 69 days).

													             2007	 2006
Ageing of past due but not impaired receivables								        £m	 £m

30 – 60 days										          15.4	 16.7
60 – 90 days									         	 4.1	 8.0
90 – 120 days 									         	 1.4 	 1.7 
over 120 days									         	 3.1	 4.2 
												            	 24.0	 30.6

													             2007	 2006
Movement in the allowance for doubtful debts									        £m	 £m

Beginning of year										          (3.4)	 (7.1)
Exchange adjustments									         	 –	 0.6
Disposals/demerger of subsidiaries								        	 –	 2.6
Amounts written off as uncollectible								        	 2.3	 2.2 
Charged										          	 (1.2) 	 (1.7) 
End of year									         	 (2.3)	 (3.4)

In determining the recoverability of a trade receivable the Group considers any change in the credit quality of the trade receivable from the date credit was initially granted 
up to the reporting date. The concentration of credit risk is limited due to the customer base being large and unrelated. Accordingly, the directors believe that there is no 
further credit provision required in excess of the allowance for doubtful debts. The directors consider that the carrying amount of trade and other receivables approximates 
their fair value.

													             2007	 2006
Ageing of impaired trade receivables	 								        £m	 £m

90 – 120 days 									         	 1.6 	 1.4 
over 120 days									         	 0.6	 0.8 
												            	 2.2	 2.2

Cash and cash equivalents
Cash and cash equivalents comprise cash held by the Group and short-term bank deposits with an original maturity of three months or less. The carrying amount of these 
assets approximates their fair value.



76 BBA Aviation Annual Report 2007

Notes to the Consolidated Financial Statements

13. Other financial assets continued
Credit risk
The Group’s principal financial assets are bank balances and cash, trade and other receivables, finance lease receivables and investments.

The credit risk on liquid funds and derivative financial instruments is limited because the counterparties are banks with high credit-ratings assigned by international credit-
rating agencies.

The Group’s credit risk is primarily attributable to its trade and finance lease receivables. The amounts presented in the balance sheet are net of allowances for doubtful 
receivables.  An allowance for impairment is made where there is an identified loss event which, based on previous experience, is evidence of a reduction of the cash flows.

The Group has no significant concentration of credit risk, with exposure spread over a large number of counterparties and customers.

14. Trade and other payables

													             2007	 2006
												            Note	 £m	 £m

Amounts due within one year
Trade payables										           73.5 	  72.8 
Other taxation and social security									          3.6 	  5.8 
Other payables									         	  47.1 	  46.8 
Accruals and deferred income									          62.0 	  59.0 
Derivative financial instruments								        18	  7.3 	  1.1 
													              193.5 	  185.5 

Amounts due after one year
Trade and other payables										           8.2 	  7.7 
Derivative financial instruments								        18	 1.5	 0.2
													             9.7	 7.9

													             203.2	 193.4

The directors consider that the carrying amount of trade and other payables approximates their fair value.

The average age of trade creditors was 34 days (2006: 35 days).

15. Obligations under finance leases

 														             Present value of
												            Minimum lease		  minimum lease
												            payments		  payments
											           2007 	 2006	 2007 	 2006
											           £m	 £m	 £m	 £m

Amounts payable under finance leases:
Within one year								        1.7 	 2.3 	 0.6 	 1.0 
In the second to fifth years inclusive							       6.0 	 8.1 	 1.9 	 3.6 
After five years								        31.0 	 32.8 	 23.0 	 23.9 
											           38.7 	 43.2 	 25.5 	 28.5 
Less:  future finance charges								       (13.2)	 (14.7)	 N/A	 N/A
Present value of lease obligations							       25.5 	 28.5 	 25.5 	 28.5 
 

Less:  Amount due for settlement within 12 months (shown under current liabilities)						      (0.6)	 (1.0)
													             24.9 	 27.5 

It is the Group’s policy to lease certain of its fixtures and equipment under finance leases. The average lease term is six years for equipment and 22 years for FBO leasehold 
improvements. For the year ended 31 December 2007, the average effective borrowing rate for continuing operations was 5.4% (2006: 6.3%). Interest rates are fixed at the 
contract date or vary based on prevailing interest rates.

All of the Group’s finance lease obligations are denominated in US Dollars.

The fair value of the Group’s lease obligations approximates their carrying amount.

The Group’s obligations under finance leases are secured by the lessors’ charges over the leased assets.
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16. Operating lease arrangements
The Group as lessee

													             2007	 2006
													             £m	 £m

Minimum lease payments under operating leases recognised as an expense in the year						     33.7	 37.8

At the balance sheet date, the Group has outstanding commitments under non-cancellable operating leases, which fall due as follows:

													             2007	 2006
													             £m	 £m

Within one year										          38.9 	 31.2 
In the second to fifth years inclusive									         135.0 	 109.0 
After five years										          313.7 	 291.9 
													             487.6 	 432.1 

Operating lease payments represent amounts payable by the Group for certain of its office properties, plants, FBOs, and equipment.  Leases are negotiated for an average 
term of eleven years for office properties, seven years for plants and warehouses, twenty-six years for FBOs, and six years for equipment. Rentals are generally fixed or 
adjusted based on inflation.

The total future minimum sub-lease payments expected to be received under non-cancellable sub-leases at 31 December 2007 were £43.3 million (2006: £38.2 million).

17. Bank overdraft and loans

													             2007	 2006
													             £m	 £m

Bank overdrafts									         	 21.9	  26.0 
Bank loans									         	 416.4	  470.6 
Loans other than from banks								        	 4.0	  1.7 
												            	 442.3	  498.3 

The borrowings are repayable as follows:
On demand or within one year								        	  25.6 	  27.6 
In the second year									         	  2.0 	  0.2 
In the third to fifth years inclusive								        	  414.5 	  470.2 
After five years									         	  0.2 	  0.3 
												            	  442.3 	  498.3 
Less:  Amount due for settlement within 12 months (shown under current liabilities)					     	  (25.6)	  (27.6)
Amount due for settlement after 12 months								        	  416.7 	  470.7 

The fair value of the Group’s borrowings are not materially different from their carrying values.

The carrying amounts of the  Group’s borrowings are denominated in the following currencies:

										          Sterling	 US dollar 	 Euro	 Other	 Total
										          £m	 £m	 £m	 £m	 £m

31 December 2007 
Bank overdrafts							        17.8 	  2.1 	  1.2 	  0.8 	  21.9 
Bank loans							       –	  362.0 	  52.2 	  2.2 	  416.4 
Loans other than from banks					     	  0.2 	  3.7 	 –	  0.1 	  4.0 
										           18.0 	  367.8 	  53.4 	  3.1 	  442.3 
31 December 2006
Bank overdrafts							        12.6 	  8.6 	  4.3 	  0.5 	  26.0 
Bank loans							        241.5 	  193.8 	  33.1 	  2.2 	  470.6 
Loans other than from banks						       0.2 	  1.5 	 –	 –	  1.7 
										           254.3 	  203.9 	  37.4 	  2.7 	  498.3 

The average interest rates on borrowings are as follows:

													             2007	 2006

Sterling											           6.5%	 5.3%
US Dollar											          5.8%	 5.5%
Euros											           4.3%	 3.3%

All borrowings are arranged at floating rates thus exposing the Group to cash flow interest rate risk. This cash flow interest rate risk is managed by the use of interest rate 
swaps in accordance with pre-agreed policies and authority limits. As at 31 December 2007 32% of the Group’s borrowings were fixed at a weighted average interest rate 
of 4.5% for a weighted average period of 1.5 years.

Bank overdrafts are repayable on demand. All bank loans are unsecured. 

The effective interest rates on borrowings are not materially different from their nominal interest rates.

The Group has one principal bank loan which is a multicurrency revolving credit facility dated 7 September 2007 for $900.0 million (2006: £550.0 million) which is due  
to expire in September 2012. This facility is an unsecured committed bank facility. At 31 December 2007, the group had available $77.7 million (2006: £77.7 million) of 
undrawn committed borrowing facilities in respect of which all conditions precedent had been met.
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18. Derivative financial instruments
Categories of financial instruments
The table below details the categories of financial instruments across the Group and the carrying values of each category:

													             2007	 2006
													             Carrying	 Carrying
													             Value	 Value
													             £m	 £m

Financial assets										           
Fair value through profit and loss – held for trading†								        7.9	 0.7 
Derivative instruments in designated hedge accounting relationships							       0.7	 19.1 
Loans and receivables (including cash and cash equivalents)								       232.1	 280.5 
Total											           240.7	 300.3

Financial liabilities										           
Fair value through profit and loss – held for trading†								        (0.1)	 (0.7) 
Derivative instruments in designated hedge accounting relationships							       (8.7)	 (0.6) 
Amortised cost										          (563.9)	 (614.0) 
Total											           (572.7)	 (615.3)

†	� The amounts detailed above as fair value through profit and loss – held for trading do not relate to speculative transactions. They relate to foreign exchange contracts which are not designated in a formal 
hedging relationship and are used to hedge foreign currency flows through the BBA Aviation plc Company bank accounts and to ensure that the Group is not exposed to foreign exchange risk through the 
management of its international cash management structure.

The loans and receivables carrying value includes cash and cash equivalents and current and non-current trade and other receivables. The amortised cost category includes 
carrying values relating to obligations under finance leases, bank overdrafts and loans and current and non-current trade and other payables.

Derivative financial instruments
The fair values of all derivative financial instruments shown in the table below are based on market values of equivalent instruments at the balance sheet date and are held 
as assets and liabilities within other receivables and other payables. The notional amounts of the derivative financial instruments detailed in the table below are based on 
the contractual gross amounts as at the balance sheet date.

										          2007				    2006
							       Asset		  Liability	 	 Asset		  Liability	
							       	 Notional		  Notional		  Notional		  Notional
							       Fair Value	 Amount	 Fair Value	 Amount	 Fair Value	 Amount	 Fair Value	 Amount
							       £m	 £m	 £m	 £m	 £m	 £m	 £m	 £m

Cash flow hedges										        
Interest rate swaps	  			   0.2 	  (90.5)	  (1.2)	  (100.5)	  3.4 	  (91.8)	  (0.1)	  (102.0)
Foreign exchange forward contracts			    0.5 	  (17.3)	  (0.9)	  (32.9)	  2.3 	  (26.4)	  (0.5)	  (1.9)

Net investment hedges
Cross currency swaps				    –	 –	  (6.6)	  (338.9)	  13.4 	  (338.0)	 –	 –
										        
Derivatives not in a formal hedge relationship
Foreign exchange forward contracts	  		  7.9 	  276.2 	  (0.1)	  2.3 	  0.7 	  130.3 	  (0.7)	  94.9 
Total					     8.6 	  168.4 	  (8.8)	  (470.0)	  19.8 	  (325.9)	  (1.3)	  (9.0)

The maturity of derivative financial instruments is as follows:

												            2007		  2006
											           Asset	 Liability	 Asset	 Liability
											           Fair Value	 Fair Value	 Fair Value	 Fair Value
											           £m	 £m	 £m	 £m

Current
Less than 1 year	  							       8.4 	  (7.3)	  2.7 	  (1.1)
Total current								         8.4 	  (7.3)	  2.7 	  (1.1)

Non-current
1 – 2 years	  							       –   	  (1.4)	  13.7 	  (0.1)
2 – 3 years	  							       0.2 	  (0.1)	  –   	  (0.1)
3 – 4 years	  							       –   	  –   	  3.4 	  –
Total non-current								         0.2 	  (1.5)	  17.1 	  (0.2)
Total	  								        8.6 	  (8.8)	  19.8 	  (1.3)
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18. Derivative financial instruments continued 
Collateral
As part of the Group’s management of its insurable risks a proportion of this risk is managed through self insurance programmes operated by its captive insurance company, 
BBA Aviation Insurances Limited, based in the Isle of Man. This Company is a wholly owned subsidiary of the Group and premiums paid are held to meet future claims.  
The cash balances held by the Company are reported on the balance sheet within cash and cash equivalents. As is usual practice for captive insurance companies, some  
of this cash is used as collateral against contingent liabilities (standby letters of credit) that have been provided to certain external insurance companies.

The table below details the contractual amount and maturity of the cash balances that have been pledged as collateral for these contingent liabilities:		

										          2007			   2006
									         US Dollar	 Sterling	 Total	 US Dollar	 Sterling	 Total
									         £m	 £m	 £m	 £m	 £m	 £m

BBA Aviation Insurances Limited					      10.2 	  6.0 	  16.2 	  10.3 	  6.0 	  16.3 
Total							        10.2 	  6.0 	  16.2 	  10.3 	  6.0 	  16.3 

Current
Less than 1 year						       10.2 	  6.0 	  16.2 	  10.3 	  6.0 	  16.3 
Total current						       10.2 	  6.0 	  16.2 	  10.3 	  6.0 	  16.3

The standby letters of credit have been issued via bank facilities that BBA Aviation Insurances Limited has in place. The amount of these facilities correspond to the amounts 
pledged as detailed in the table above. The amounts pledged are usually for less than one year and are secured by a general counter indemnity and a letter of set-off in the 
bank’s standard form over the cash balances of the captive insurance company. 

Financial Risk Factors
Our activities expose us to a variety of financial risks: market risk (including currency risk and cash flow interest rate risk), credit risk and liquidity risk. Overall our risk 
management policies and procedures focus on the uncertainty of financial markets and seeks to manage and minimise potential financial risks through the use of  
derivative financial instruments. The Group does not undertake speculative transactions for which there is no underlying financial exposure. 

Risk management is carried out by a central treasury department under policies approved by the Board of Directors of BBA Aviation plc. This department identifies,  
evaluates and hedges financial risks in close co-operation with our subsidiaries. The treasury policies cover specific areas such as foreign exchange risk, interest rate risk, 
credit risk, use of derivative financial instruments and the investment of excess liquidity. These policies are outlined further as described on page 37.

Capital Risk Management
The Group manages its capital to ensure that entities in the Group will be able to continue as a going concern while maximising the return to shareholders through the 
optimisation of the debt to equity balance. The capital structure of the Group consists of debt, cash and cash equivalents and equity attributable to equity holders of the 
parent comprising capital, reserves and retained earnings.

The Group’s policy is to borrow centrally to meet anticipated funding requirements. These borrowings, together with cash generated from the operations, are on-lent  
or contributed as equity to subsidiaries at market based interest rates and on commercial terms and conditions.

The Group is subject to certain covenant requirements under its $900 million revolving credit facility. The Group complied with these covenants during the year.

Market Risk
Market risk is the risk of adverse financial impact due to changes in fair values or future cash flows of financial instruments from fluctuations in foreign currency exchange rates 
and interest rates. The Group has well defined policies for the management of these risks and the management of these risks includes the use of derivative financial instruments.

(i) Foreign Exchange Risk
The Group has significant overseas businesses whose revenues, cash flows, assets and liabilities are mainly denominated in the currency of the countries in which the 
operations are located. The Group is, therefore, exposed to foreign currency translation risk from the translation of these overseas operations financial statements into Sterling. 
The Group’s policy is not to hedge the income statement translation exposure since such hedges have only a temporary effect. However, it is Group’s policy to maintain the 
majority of its debt in the currencies of our operating subsidiaries and it is Group’s policy that the foreign currency balance sheet translation risk is hedged between 50% and 
85% through the use of foreign currency denominated loans, cross currency swaps and forward foreign currency contracts.

The translation foreign exchange risk is measured by monitoring the value of the overseas net assets (excluding internal group financial loans) which are reported monthly as 
part of the management accounts reporting process and verifying these values against the net assets reported by the overseas subsidiaries within their statutory accounts.

					     				    2007					     2006
					     US Dollar	 Euros	 Sterling	 Other	 Total	 US Dollar	 Euros	 Sterling	 Other	 Total
					     £m	 £m	 £m	 £m	 £m	 £m	 £m	 £m	 £m	 £m

Net assets excluding intercompany  
cash/debt		   762.5 	  160.2 	  (555.7)	  4.9 	  371.9 	  680.0 	  125.9 	  (496.2)	  12.8 	  322.5 
										        
Bank debt in the UK		   (360.8)	  (52.2)	  413.0 	  –   	  –   	  (193.9)	  (33.1)	  227.0 	  –   	  –   
Derivative effect –  
cross currency swaps††		   (276.4)	  (62.5)	  338.9 	  –   	  –   	  (280.6)	  (57.4)	  338.0 	  –   	  –   
Total hedge effect		   (637.2)	  (114.7)	  751.9 	  –   	  –   	  (474.5)	  (90.5)	  565.0 	  –   	  –   
										        
Net asset position excluding  
intercompany debt post hedging effect	  125.3 	  45.5	  196.2 	 4.9 	  371.9 	  205.5 	  35.4 	  68.8 	  12.8 	  322.5 

††	Excludes the fair value of the cross currency swaps as at the year end.
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18. Derivative financial instruments continued 
The fair value of currency derivatives that are designated and effective as net investment hedges amounting to a payable of £6.6 million (2006: receivable £13.4 million) has 
been deferred in equity.

The Group manages its transactional foreign currency risk by hedging significant currency exposures in accordance with foreign exchange policies that our subsidiaries  
have in place which have been pre-agreed between Group Treasury and the subsidiary. Each foreign exchange policy is individually tailored to the foreign exchange 
exposures within the relevant subsidiary. Transaction currency risk is managed through the use of spot and forward foreign exchange contracts. All committed exposures 
are fully hedged 100% but where cash forecasts are uncertain, we generally cover a percentage of the projected foreign currency flows depending on the certainty of the 
cash flows.

The transaction foreign exchange risk is measured by each subsidiary submitting monthly reports to Group Treasury which detail the foreign currency exposure reported  
on the balance sheet as committed exposures and, for those subsidiaries with significant foreign exchange transaction exposures, an additional report detailing the future 
projected foreign currency cash flows over the life of the policy. The pre-determined policy margin is shown against the projected exposures to determine whether there is 
a net exposure which needs to be hedged. If this is the case, then foreign exchange spot or forward contract(s) will be undertaken by Group Treasury on behalf of the 
relevant subsidiary with our relationship banks.

						      				    2007				    2006
							       US Dollar	 Euros	 Other	 Total	 US Dollar	 Euros	 Other	 Total
							       £m	 £m	 £m	 £m	 £m	 £m	 £m	 £m

Net foreign exchange transaction cash flow exposure		   48.8 	 6.8 	  –   	 55.6 	 30.7 	  7.0 	  –   	 37.7
Derivative effect – foreign exchange contracts spot/forwards	  (48.2)	  (6.5)	  –   	  (54.7)	  (30.8)   	  (6.9)	  –   	  (37.7)
Net asset position excluding intercompany debt  
post hedging effect 				    0.6 	  0.3 	  –   	  0.9 	  (0.1)   	  0.1 	  –   	 – 

The fair value of currency derivatives that are designated and effective as cash flow hedges amounting to £(0.4) million (2006: £1.8 million) has been deferred in equity 
during the year. An amount of £2.1 million (2006: £2.0 million) has been transferred to the income statement in respect of contracts that matured during the period. 

Foreign exchange contracts that are not designated as cash flow hedges are used to hedge foreign currency flows through the BBA Aviation plc company bank accounts 
and to ensure that the Group is not exposed to foreign exchange risk through the management of its international cash pooling structure.

Changes in the fair value of foreign exchange contracts which have not been designated as cash flow hedges amounting to £7.8 million (2006: £1.6 million) have been 
transferred to administrative expenses in the income statement in the year. 	

(ii) Cash Flow Interest Rate Risk
The majority of the Group’s debt and cash balances are based on floating interest rates which expose the Group to cash flow interest rate risk. A very small proportion of the 
Group’s borrowings (£3.0 million) is issued at fixed interest rates and, therefore, overall the Group is not exposed to fair value interest rate risk. The Group’s policy is to use a 
combination of debt and derivative instruments to fix proportions of the exposure for varying periods based upon the maturity profile and the expectation of future interest 
rates. The Group uses interest rate swaps to manage its exposure to the movements on these floating interest rates.

During 2007 and 2006, net debt was managed using derivative instruments to hedge cash flow interest rate risk as follows:	

											           2007			   2006
								        	 Fixed	 Floating	 Net	 Fixed	 Floating	 Net
								        	 Rate	 Rate	 Debt	 Rate	 Rate	 Debt
								        	 £m	 £m	 £m	 £m	 £m	 £m

Cash and cash equivalents	  					     –   	  99.2 	  99.2 	  – 	  156.5 	  156.5 
Derivative effect – cross currency swaps					      –   	  (6.6)	  (6.6)	  – 	  13.4 	  13.4 
Bank overdrafts						       –   	  (21.9)	  (21.9)	  – 	 (26.0) 	  (26.0) 
Borrowings						       (3.0)	  (417.4)	  (420.4)	  (3.9)	  (468.4)	  (472.3) 
Finance leases						       –   	  (25.5)	  (25.5)	  – 	  (28.5) 	  (28.5)
Net Debt	 						      (3.0)	  (372.2)	  (375.2)	  (3.9)	  (353.0) 	 (356.9)
 

Derivative effect – cash flow interest rate swaps*				     (191.0)	  190.0 	  (1.0)	  (193.9)	  197.2 	  3.3
Net debt post derivative effect				    	  (194.0)	  (182.2)	  (376.2)	  (197.8)	  (155.8)	  (353.6)

*	 Mark-to-market gain has been included within the floating rate amount. This is not booked to net debt but is recorded as a net gain in reserves.

The fair value of  interest rate swaps are designated and effective as cash flow hedges and the fair value of £1.0 million (2006: £3.3 million) has been deferred in equity.  
An amount of £1.7 million (2006: £1.7 million) has been booked against hedged interest payments made in the period.

Credit Risk
Credit risk arises from cash and cash equivalents, derivative financial instruments and deposits with banks and financial institutions, as well as credit exposures to customers, 
including outstanding receivables and committed transactions. As part of the Group’s operations, cash management and risk management activities we are exposed to 
counterparty risk arising on the financial assets that we have and the credit risk on outstanding derivative financial instruments. 
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18. Derivative financial instruments continued
Treasury Related Credit Risk
The Group aims to reduce counterparty risk by dealing with counterparties of strong credit standing as measured by financial credit ratings. All Treasury related activity is 
concentrated with relationship banks that provide unsecured committed facilities to the Group. Across the subsidiaries, wherever possible and where services can be 
provided efficiently and cost effectively, bank accounts, surplus cash and any hedging activity are concentrated and undertaken with relationship banks.

Each counterparty that we use for Treasury related activity, bank account activity and the investment of surplus cash is assigned a maximum credit limit dependent upon 
the counterparty’s credit rating. This limit gives a maximum permitted amount of cash and Treasury related activity that can be held or undertaken with each counterparty. 
All counterparties must also have a short-term rating of A1/P1. Deposits are generally for short-term maturity of less than three months.

As at 31 December 2007 and 2006, we had a number of exposures to individual counterparties. These are within the maximum limits permissible under our policy and these 
exposures are continually monitored and reported. No individual exposure is considered significant in the ordinary course of treasury management activity and we do not 
expect any significant losses from non-performance by these counterparties.

Commercial Related Credit Risk
The Group’s exposure to commercial related credit risk is primarily attributable to its trade and finance lease receivables and the amounts presented in the balance sheet  
are net of allowances for doubtful receivables. Sales to customers are settled in a number of different ways including cash, credit cards, cheques and electronic payment 
methods. A customer or potential customer is assessed on a case-by-case basis to determine whether credit terms will be provided. The Group does not expect any 
significant losses of receivables that have not been provided for as shown in note 13. 

Liquidity Risk
The Group manages its liquidity requirements through the use of short-term and long-term cash flow forecasts. In addition to strong cash generation in the businesses, the 
Group maintains unsecured committed borrowing facilities from a range of highly rated banks to mitigate this risk further. Headroom on our facilities is regularly evaluated 
and consistently monitored to ensure that the Group has adequate headroom and liquidity. In 2007, the Group refinanced its main borrowing facility in order to put in place 
a new five year facility maturing in 2012 on similar or improved terms with a core group of its relationship banks. 	

The following table provides an analysis of the contractual undiscounted cash flows payable under the financial liabilities as at the balance sheet date:

	 								        2007					     2006
					     Bank	 Finance	 Other	 Trade		  Bank	 Finance	 Other	 Trade
					     loans	 leases	 loans	 creditors	 Total	 loans	 leases	 loans	 creditors	 Total
					     £m	 £m	 £m	 £m	 £m	 £m	 £m	 £m	 £m	 £m

Due within one year		  46.0	 1.9	 2.5	 87.9	 138.3	 52.3	 2.5	 1.6	 80.7	 137.1
Due between one and two years	 22.5	 1.8	 1.1	 2.3	 27.7	 24.5	 3.3	 –	 0.3	 28.1
Due between two and three years	 21.7	 1.8	 0.2	 0.5	 24.2	 484.4	 2.0	 –	 1.3	 487.7
Due between three and four years	 21.6	 1.7	 0.2	 0.3	 23.8	 0.7	 1.9	 –	 –	 2.6
Due between four and five years	 427.9	 1.7	 0.2	 –	 429.8	 0.6	 2.0	 –	 –	 2.6
Due in more than five years		  –	 38.4	 0.2	 5.1	 43.7	 –	 38.7	 0.2	 4.9	 43.8
Total			   539.7	 47.3	 4.4	 96.1	 687.5	 562.5	 50.4	 1.8	 87.2	 701.9

The maturity profile of the Group’s financial derivatives using undiscounted cash flows is as follows:

												            2007		  2006
											           Payable	 Receivable	 Payable	 Receivable
											           £m	 £m	 £m	 £m

Due within one year							       	 (669.4)	 670.5	 (297.7)	 299.3
Due between one and two years						      	 (8.7)	 7.4	 (344.6)	 358.2
Due between two and three years						      	 (1.8)	 1.8	 (0.7)	 0.6
Due between three and four years						      	 –	 –	 (1.0)	 4.4
Total								        	 (679.9)	 679.7	 (644.0)	 662.5
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18. Derivative financial instruments continued
Sensitivity Analysis as at 31 December 2007
Financial instruments affected by market risk are derivative financial instruments. The following analysis is intended to illustrate the sensitivity to changes in foreign 
exchange rates and interest rates.

The sensitivity analysis has been prepared on the basis that the derivative portfolio and the proportion of derivatives hedging foreign exchange risk and cash flow interest 
rate risk are all constant and on the basis of hedge designations in place at 31 December 2007 and 31 December 2006, respectively. As a consequence, this sensitivity analysis 
relates to the position at these dates and is not representative of the year then ended. 

The following assumptions were made in calculating the sensitivity analysis:
•	� the balance sheet sensitivity to interest rates relates only to derivative instruments as cash and debt balances are carried at amortised cost and so their carrying value 

does not change as interest rates move; 
•	 changes in the carrying value of derivative financial instruments designated as cash flow hedges or net investment hedges are assumed to be recorded fully in equity; 
•	 the sensitivity of accrued interest to movements in interest rates is calculated on net floating rate exposures on debt cash and derivative instruments;
•	 changes in the carrying value of derivative financial instruments not in hedging relationships only affect the income statement;
•	 all other changes in the carrying value of derivative financial instruments designated as hedges are fully effective with no impact on the income statement;
•	 all debt is floating rate for the accrued interest part of the calculation;
•	� the floating rate leg of any swap or any floating rate debt is treated as not having any interest rate already set, therefore a change in the interest rates affects a full  

twelve-month period for the accrued interest portion of the sensitivity calculations;
•	� the sensitivity of foreign exchange rates only looks at the outstanding foreign exchange forward book and the currency bank account balances of plc company only  

as at the balance sheet date and assumed this is the position for a full twelve-month period;
•	 the sensitivity of a 10% movement in foreign exchange rates has been used due to the fact that historically rates can move by approximately 10% per annum; and
•	 the sensitivity of a 1% movement in interest rates has been used as over the last three years floating $ interest rates have moved by an average 1% per annum. 

Using the above assumptions, the following table shows the illustrative effect on the income statement and equity that would result from reasonably possible movements 
in foreign currency exchange rates and interest rates, before the effects of tax.

												            2007		  2006
											           Income		  Income	
										          	 Statement	 Equity	 Statement	 Equity
											           -/+ £m	 -/+ £m	 -/+ £m	 -/+ £m

£/$ FX rates – £ strengthens 10%							        0.2 	  29.1 	  0.7	  27.5 
£/$ FX rates – £ weakens 10%							        (0.2)	  (35.5)	  (0.9) 	  (33.4)
£/Euro FX rates – £ strengthens 10%						      	  –   	  6.3	  (0.3)	  5.9 
£/Euro FX rates – £ weakens 10%						      	  –   	  (7.7) 	  0.4 	  (7.2)

Interest rates +1.00%							       	  (3.4)   	  2.7 	 (3.0)	 2.9
Interest rates -1.00%							       	  3.4   	  (2.8)	 3.0	 (3.0)

The foreign exchange analysis in the sensitivity table above illustrates the impact of movements in foreign exchange rates on foreign currency transactional exposures 
and does not include the impact on the translation of the Group’s income statement and balance sheet. The translation impact on profit before tax in the Group’s income 
statement from the movement in exchange rates is approximately £0.35 million for each 1 cent movement in the £/$ exchange rate.
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19. Provisions

								        					     On	
									         	 Exchange			   acquisition
									         Beginning	 rate	 Charged	 Utilised	 of	 End
									         of year	 adjustments	 in year	 in year	 subsidiaries	 of year
									         £m	 £m	 £m	 £m	 £m	 £m

Restructuring provisions						       3.4 	 (0.1)	  0.8 	 (2.1)	  –  	  2.0 
Discontinued operations 						       21.2 	  –  	  1.0 	 (2.1)	  –  	  20.1 
Environmental provisions						       1.6 	  –  	  –  	 (1.1)	  0.6 	  1.1 
								         	 26.2 	 (0.1)	  1.8 	 (5.3)	  0.6 	  23.2 

Restructuring provisions represents costs provided in relation to decisions made at the balance sheet date for reorganisations which are expected to occur within one  
year of the balance sheet date. The charges to the restructuring provision relate principally to the closure of a number of commercial cargo handling operations.

Discontinued operations represents a provision for environmental liabilities relating to businesses that have been disposed of by the Group in prior years. The liabilities  
have been assessed over a remaining period of 25 years. The provision of £20.1 million is partially offset by expected recoveries from third parties of £13.3 million  
(2006: £13.3 million), which are included within trade and other receivables due after one year in note 13. The charges to the provision relate to businesses which were 
disposed during the year.

Environmental provisions relate to environmental liabilities within businesses that have been acquired by the Group. The liabilities have an expected life of up to five years.

													             2007	 2006
Analysed as:									         	 £m	 £m

Current liabilities										           2.0 	  3.4 
Non-current liabilities										           21.2 	  22.8 
													              23.2 	  26.2 

20. Pensions and other post-retirement benefits
The Group operates a number of plans worldwide, of both the funded defined benefit type and the defined contribution type. The normal pension cost for the Group, 
including early retirement costs, was £7.4 million (2006: £10.1 million) of which £3.0 million (2006: £6.1 million) was in respect of foreign schemes. This includes £3.1 million 
(2006: £5.4 million) relating to defined contribution schemes. The pension costs are assessed in accordance with the advice of independent qualified actuaries, where 
practicable, using a variety of methods and assumptions and otherwise, in respect of certain foreign schemes, in accordance with local regulations.

The Group’s main UK pension commitments are contained within a final salary defined benefit scheme with assets held in a separate trustee administered fund. 
Contributions to the scheme are made and the pension cost is assessed using the projected unit method. The latest actuarial valuation of the scheme was as at  
31 March 2004. A valuation as at 31 March 2007 is currently underway.

The Group’s foreign pension schemes mainly relate to a number of funded final salary defined benefit pension arrangements in North America. Pension costs have been 
calculated by independent qualified actuaries, using the projected unit method and assumptions appropriate to the arrangements in place.

The Group also operates a number of plans in North America which principally cover healthcare and life assurance benefits for its retirees. The costs of these other  
post-retirement benefits are assessed by independent qualified actuaries.

In accordance with IAS 19, and subject to materiality, the latest actuarial valuations of the Group’s defined benefit pension schemes and healthcare plan have been reviewed 
and updated as at 31 December 2007. The following weighted average financial assumptions have been adopted:

							       United Kingdom			   North America 			    Rest of World 
p.a.(%)				    2007	 2006	 2005	 2007	 2006	 2005	 2007	 2006	 2005

Discount rate			    5.8 	  5.1 	 4.8	  6.0 	  5.7 	 5.4	  –  	  –  	 4.2	
Rate of increase to pensionable salaries		   4.7 	  4.4 	 4.4	  4.0 	  4.0 	 3.9	   –   	  –  	 2.3	
Price inflation			    3.2 	  2.9 	 2.9	  2.8 	  2.8 	 2.8	   –  	  –  	 2.1
Rate of increase to pensions in payment		   3.2 	  2.9 	 2.8	  –  	  –  	  –  	  –  	  –  	 1.2
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20. Pensions and other post-retirement benefits continued
For the UK plan, the mortality assumptions are based on the recent actual mortality experience of members within the plan and the assumptions also allow for future 
mortality improvements. The life expectancy assumptions applying to the UK plan as at 31 December 2007 are as follows:

													             Male	 Female

Life expectancy for a current 65 year old (years)									         21.1 	  21.9 
Life expectancy for a 65 year old in 15 years (years)								         23.0 	  23.2 

For the US post retirement medical plan, the immediate trend rate for medical benefits was 7%, which is assumed to reduce by 1% per annum to 5% in 2009 onwards.

The fair value of the assets and liabilities of the schemes at each balance sheet date were:

	 United Kingdom	 North America	 Rest of World			   Total
 		  2007	 2006	 2005	 2007	 2006	 2005	 2007	 2006	 2005	 2007	 2006	 2005
 		  £m	 £m	 £m	 £m	 £m	 £m	 £m	 £m	 £m	 £m	 £m	 £m

Assets
Equities	 	  139.4 	  128.8 	  123.4 	  11.8 	  12.0 	  27.0 	  –  	  –  	  0.5 	  151.2 	  140.8 	  150.9 
Government bonds	 	  160.0 	  159.0 	  162.4 	  7.2 	  6.9 	  18.8 	 –   	  –  	  0.1 	  167.2 	  165.9 	  181.3 
Corporate bonds		   90.0 	  87.2 	  78.1 	  1.3 	  1.3 	  15.6 	 –    	  –  	  –  	  91.3 	  88.5 	  93.7 
Property		   44.4 	  56.3 	  45.1 	  –  	  –  	  –  	 –    	  –  	  –  	  44.4 	  56.3 	  45.1 
Insurance policies		   2.5 	  8.8 	  8.8 	  –  	  –  	  1.3 	 –    	  –  	  –  	  2.5 	  8.8 	  10.1 
Cash			    20.3 	  12.8 	  19.0 	  1.2 	  4.0 	  –  	 –   	  –  	  –  	  21.5 	  16.8 	  19.0 
Total fair value of scheme assets	 	  456.6 	  452.9 	  436.8 	  21.5 	  24.2 	  62.7 	 –  	  –  	  0.6 	  478.1 	  477.1 	  500.1 
Present value of defined benefit obligations		   391.0 	  464.2 	  452.2 	  31.8 	  34.0 	  101.5 	 –  	  –  	  11.0 	  422.8 	  498.2 	  564.7 
Asset not recognised		   65.6 	  –  	  –  	  –  	  –  	  –  	 –  	  –  	  –  	  65.6 	  –  	  –  
Asset/(liability) recognised on the balance sheet		   –  	 (11.3)	 (15.4)	 (10.3)	 (9.8)	 (38.8)	 –   	  –  	 (10.4)	 (10.3)	 (21.1)	 (64.6)

The funding policy for the United Kingdom and majority of the North American schemes is reviewed on a systematic basis in consultation with the independent scheme 
actuary in order to ensure that the funding contributions from sponsoring employers are appropriate to meet the liabilities of the schemes over the long term.

Included within other receivables in the balance sheet are £3.6 million (2006: £3.2 million) of listed investments which are held in trust for the benefit of members of the 
North American schemes. These amounts are not included within the assets shown above as they are not controlled by the pension schemes in question.

									         	 United Kingdom			  North America
Long Term Expected Return on Assets (%)					     2007	 2006	 2005	 2007	 2006	 2005

Equities							        8.3 	  8.8 	  8.8 	  8.3 	  8.8 	  8.3 
Government Bonds						       4.5 	  4.5 	  4.0 	  4.5 	  4.8 	  4.4 
Corporate Bonds						       5.0 	  5.0 	  4.5 	  5.0 	  5.8 	  5.1 
Other							        6.8 	  7.0 	  6.5 	  4.7 	  4.1 	  4.0 

The expected rates of return reflect the Group’s best estimate of the investment returns (net of tax and expenses) that will be earned on each asset class over the long term. 
The long-term rates of return on bonds and other investments are set in line with market yields available at the balance sheet date. The long-term rate of return on equities 
is derived from considering current “risk free” rates of return with the addition of a future “risk premium”. The overall expected return on assets in the analysis of the income 
statement is based on weighted average returns using the above rates for each asset class, and taking into account the asset allocation in each plan.

						      	 United Kingdom		  North America 		   Rest of World 	 Total
				    			   2007	 2006	 2007	 2006	 2007	 2006	 2007	 2006
Analysis of income statement charge			   £m	 £m	 £m	 £m	 £m	 £m	 £m	 £m

Current service cost				     4.4 	  4.7 	  0.3 	  0.6 	  –  	  0.7 	  4.7 	  6.0 
Interest cost				     23.3 	  21.2 	  1.7 	  4.7 	  –	  0.3 	  25.0 	  26.2 
Expected return on assets				    (27.6)	 (24.6)	 (1.3)	 (3.5)	  – 	  –  	 (28.9)	 (28.1)
(Gain)/loss due to settlements/curtailments and terminations		 (0.4)	 (1.6)	  –  	  0.3 	   – 	  –  	 (0.4)	 (1.3)
Expense recognised in income statement			   (0.3)	 (0.3)	  0.7 	  2.1 	  – 	  1.0 	  0.4 	  2.8 



85

20. Pensions and other post-retirement benefits continued
Current and past service costs have been recognised in the income statement within administrative expenses. Net interest income has been recognised within investment 
income. Settlement losses have been recognised within other operating expenses and curtailment gains have been recognised within other operating income.

							       United Kingdom	  North America 		   Rest of World 		  Total
	 			   			   2007	 2006	 2007	 2006	 2007	 2006	 2007	 2006
	 			   			   £m	 £m	 £m	 £m	 £m	 £m	 £m	 £m

Changes to the present value of the defined  
benefit obligation during the year
Defined benefit obligation at beginning of year		   464.2 	  452.2 	  34.0 	  101.5 	 –	  11.0 	  498.2 	  564.7
Current service cost				     4.4 	  4.7 	  0.3 	  0.6 	  –  	  0.7 	  4.7 	  6.0
Interest cost				     23.3 	  21.2 	  1.7 	  4.7 	  –  	  0.3 	  25.0 	  26.2
Contributions by plan participants			    0.7 	  0.9 	  –  	  0.1 	  –  	  –  	  0.7 	  1.0 
Actuarial losses on scheme liabilities*		  	 (79.1)	  6.8 	  1.5 	  1.5 	  –  	 (0.1)	 (77.6)	  8.2 
Net benefits paid out				    (22.1)	 (20.0)	 (1.8)	 (7.6)	  –  	 (0.8)	 (23.9)	 (28.4)
Gains due to settlements and curtailments			   (0.4)	 (1.6)	 (3.5)	 (8.4)	  –  	  –  	 (3.9)	 (10.0)
Termination benefits				     –  	  –  	  –  	  0.2 	  –  	  –  	  –  	  0.2 
Disposals/demerger of subsidiaries			    –  	  –  	  –  	 (48.8)	  –  	 (10.9)	  –  	 (59.7)
Foreign currency exchange rate changes			    –  	  –  	 (0.4)	 (9.8)	  –  	 (0.2)	 (0.4)	 (10.0)
Defined benefit obligation at end of year			   391.0	 464.2	 31.8	 34.0	  –  	 –	 422.8	 498.2

*	 Includes changes to the actuarial assumptions.

							       United Kingdom	  North America 		   Rest of World 		  Total
	 			   			   2007	 2006	 2007	 2006	 2007	 2006	 2007	 2006
	 			   			   £m	 £m	 £m	 £m	 £m	 £m	 £m	 £m

Changes to the fair value of scheme assets during the year
Fair value of scheme assets at beginning of year		   452.9 	 436.8	  24.2 	 62.7	  –  	 0.6	  477.1 	  500.1 
Expected return on assets				     27.6 	 24.6	  1.3 	 3.5	  –  	  –  	  28.9 	  28.1 
Actual employer contributions			    19.7 	 9.2	  1.9 	 8.9	  –  	  0.8 	  21.6 	  18.9 
Contributions by plan participants			    0.7 	 0.9	  –  	 0.1	  –  	  –  	  0.7 	  1.0 
Net benefits paid out				    (22.1)	 (20.0)	 (1.8)	 (7.6)	  –  	 (0.8)	 (23.9)	 (28.4)
Actuarial gains/(losses) on assets			   (22.2)	 1.4	 (0.4)	  1.1 	  –  	 0.1	 (22.6)	  2.6 
Settlements				     –  	  –  	 (3.5)	 (8.5)	  –  	  –  	 (3.5)	 (8.5)
Disposals/demerger of subsidiaries			    –  	  –  	  –  	 (30.0)	  –  	 (0.6)	  –  	 (30.6)
Foreign currency exchange rate changes (if applicable)		   –  	  –  	 (0.2)	 (6.0)	  –  	 (0.1)	 (0.2)	 (6.1)

Fair value of plan assets at end of year			    456.6 	 452.9	  21.5 	 24.2	  –  	  –  	  478.1 	  477.1 

							       United Kingdom	  North America 		   Rest of World 		  Total
	 			   			   2007	 2006	 2007	 2006	 2007	 2006	 2007	 2006
	 			   			   £m	 £m	 £m	 £m	 £m	 £m	 £m	 £m

Actual return on scheme assets			    5.4 	 26.0	  0.9 	 4.6	  –  	 0.1	  6.3 	  30.7 

							       United Kingdom	  North America 		   Rest of World 		  Total
	 			   			   2007	 2006	 2007	 2006	 2007	 2006	 2007	 2006
	 			   			   £m	 £m	 £m	 £m	 £m	 £m	 £m	 £m

Analysis of amounts recognised in SoRIE
Total actuarial gains/(losses) recognised in year			   56.9 	 (5.4)	 (1.9)	 (0.4)	  –  	  0.2 	  55.0 	 (5.6)
Asset not recognised				    (65.6)	  –  	  –  	  –  	  –  	  –  	 (65.6)	  –
							       (8.7)	 (5.4)	 (1.9)	 (0.4)	 –	 0.2	 (10.6)	 (5.6)

Cumulative amount of gains/(losses) recognised in SoRIE		   48.4 	 (8.5)	 (14.5)	 (12.6)	 (3.8)	 (3.8)	  30.1 	 (24.9)

A 1% increase in assumed medical cost trend rates would increase the aggregate charge in the income statement by £nil and increase the net liability by £0.2 million.  
A 1% decrease in assumed medical cost trend rates would reduce the aggregate charge in the income statement by £nil and reduce the net liability by £0.2 million.



86 BBA Aviation Annual Report 2007

Notes to the Consolidated Financial Statements

20. Pensions and other post-retirement benefits continued
History of Asset Values, Defined Benefits Obligation, Surplus/Deficits in Schemes and Experience Gains and Losses

								        United Kingdom				    	North America
					     2007	 2006	 2005	 2004	 2003	 2007	 2006	 2005	 2004	 2003
					     £m	 £m	 £m	 £m	 £m	 £m	 £m	 £m	 £m	 £m

Fair value of assets		   456.6 	  452.9 	  436.8 	  381.9 	  368.9 	  21.5 	  24.2 	  62.7 	  52.3 	  50.1
Defined benefits obligation		  391.0 	  464.2 	  452.2 	  415.3 	  388.0 	  31.8 	  34.0 	  101.5 	  82.0 	  79.4 
Surplus/(deficit)		   65.6 	 (11.3)	 (15.4)	 (33.4)	 (19.1)	 (10.3)	 (9.8)	 (38.8)	 (29.7)	 (29.3)

Experience gains on scheme assets	 (22.2)	  1.4 	  37.5 	  5.4 	  –  	 (0.4)	  1.1 	  –  	  1.1 	  –  
Experience losses on scheme liabilities	  60.4 	 (0.6)	 (0.2)	 (9.0)	  –  	 (0.5)	 (1.9)	 (2.4)	 (1.6)	  –  

									         Rest of World					     Total
 					     2007	 2006	 2005	 2004	 2003	 2007	 2006	 2005	 2004	 2003
					     £m	 £m	 £m	 £m	 £m	 £m	 £m	 £m	 £m	 £m

Fair value of assets		   –  	  –  	  0.6 	  0.4 	  0.3 	  478.1 	  477.1 	  500.1 	  434.6 	  419.3
Defined benefits obligation		  –  	  –  	  11.0 	  7.2 	  6.7 	  422.8 	  498.2 	  564.7 	  504.5 	  474.1
Surplus/(deficit)		   –  	  –  	 (10.4)	 (6.8)	 (6.4)	  55.3 	 (21.1)	 (64.6)	 (69.9)	 (54.8)

Experience gains/(losses) on scheme assets	  –  	  0.1 	  0.1 	  0.1 	  –  	 (22.6)	  2.6 	  37.6 	  6.6 	  –
Experience (gains)/losses on scheme liabilities	 –  	  0.1 	 (2.8)	  –  	  –  	  59.9 	 (2.4)	 (5.4)	 (10.6)	  –

								        	United Kingdom		 North America		  Rest of World	 Total			 

Employer contributions for 2008 are estimated to be as follows:			   £6.9m		  £1.3m		  £nil	 £8.2m

21. Deferred tax

								        Fixed 	 Other	 Goodwill &	 Tax losses &	 Retirement	 Share based	
 								        assets	 assets	 intangibles	 tax credits	 benefits	 payments	 Total
								        £m	 £m	 £m	 £m	 £m	 £m	 £m

Beginning of year					     (21.6)	  16.4 	 (18.6)	  3.4 	  3.8 	  0.9 	 (15.7)
Charged in year					     0.7	 (2.6)	 (3.2)	 (1.9)	  0.9 	 (0.7)	 (6.8)
Recognised directly in equity				    –	 (2.3)	 –	 –	 2.8	 –	 0.5
Acquisitions/(disposals/demerger)				     1.8 	  0.8 	 (1.0)	 –	 –	 –	  1.6 
Exchange adjustments					      0.3 	 (0.3)	  0.3 	 –	 (0.1)	 –	  0.2 
End of year					     (18.8) 	 12.0 	 (22.5) 	 1.5 	 7.4 	 0.2 	 (20.2) 

Certain deferred tax assets and liabilities have been offset. The following is the analysis of the deferred tax balances (after offset) for financial reporting purposes:

													             2007	 2006
													             £m	 £m

Deferred tax liabilities										          (26.0)	 (15.7)
Deferred tax assets										           5.8 	 –
													             (20.2)	 (15.7)

At the balance sheet date, the Group has unrecognised deferred tax assets relating to tax losses and other temporary differences of £5.0 million (2006: £10.1 million) available 
for offset against future profits. These assets have not been recognised as the precise incidence of future profits in the relevant countries and legal entities cannot be 
accurately predicted at this time. Included in the unrecognised deferred tax asset is £0.1 million (2006: £1.0 million relating to losses due to expire in 2008) which relates to 
losses which will expire by 2012. Other losses may be carried forward indefinitely under current tax legislation.

At the balance sheet date, the aggregate amount of temporary differences associated with undistributed earnings of subsidiaries for which deferred tax liabilities have not 
been recognised was £2.5 million (2006: £13.6 million). No liability has been recognised in respect of these differences because the Group is in a position to control the 
timing of the reversal of the temporary differences and it is probable that such differences will not reverse in the foreseeable future.

Temporary differences arising in connection with interests in associates and joint ventures are insignificant.

22. Share capital and reserves

											           Allotted, called
												           up and fully paid		  Authorised
											           2007	 2006	 2007	 2006
											           millions	 millions	 millions	 millions

Share capital
Number of shares
Ordinary 2916/21p shares								         412.4 	  411.7 	  504.0 	  504.0 
5% Cumulative preference £1 shares							        0.2 	  0.2 	  0.2 	  0.2 
6.75% Cumulative redeemable convertible preference £1 shares					     –	 –	  95.0 	  95.0
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22. Share capital and reserves continued

											           Allotted, called
												           up and fully paid		  Authorised
Nominal value of shares								        £m	 £m	 £m	 £m

Equity shares
Ordinary 2916/21p shares	  							       122.7 	  122.5 	  150.0 	  150.0 
Non-equity shares
5% Cumulative preference £1 shares							        0.2 	  0.2 	  0.2 	  0.2 
6.75% Cumulative redeemable convertible preference £1 shares					     –	 –	  95.0 	  95.0 
											            0.2 	  0.2 	  95.2 	  95.2 
											            122.9 	  122.7 	  245.2 	  245.2 

Issue of share capital
During the year 695,076 ordinary 2916/21p shares were issued under the BBA Aviation share option schemes. The consideration for shares issued in respect of share options 
was £1.5 million. 

													             2007	 2006
													              £m 	  £m 

Reserves attributable to equity interests
Share premium account
Beginning of year									         	  345.1 	  340.2 
Premium on shares issued									         	  1.3 	  4.9 
End of year										           346.4 	  345.1 
Other reserves
Beginning and end of year										           3.9 	  3.9 
Treasury reserve
Beginning of year										          (1.4)	 (0.6)
Issue of own shares										          –	  0.1 
Purchase of own shares										          –	 (0.9)
Sale/transfer of own shares										           0.8 	 –
Transfer to retained earnings								        	  0.6 	 –
End of year										          –	 (1.4)
Capital reserve
Beginning of year										           15.5 	  15.8 
Credit to equity for equity-settled share-based payments								         1.9 	  0.4 
Transfer to retained earnings on exercise of equity-settled share-based payments					     	 (0.2)	 (0.7)
End of year										           17.2 	  15.5 
Hedging reserve
Beginning of year										           5.1 	 (0.9)
(Decrease)/increase in fair value of cash flow hedging derivatives							       (2.5)	  5.7 
Transfer to income										          (3.8)	  0.3 
End of year										          (1.2)	  5.1 
Translation reserve	
Beginning of year										          (32.8)	 (0.6)
Exchange differences on translation of foreign operations								         1.5 	 (36.6)
Exchange differences recycled on disposal/demerger of subsidiaries							       –	  4.4 
End of year										          (31.3)	 (32.8)
Total other										          (11.4)	 (9.7)
Retained earnings
Beginning of year									         	 (136.2)	  256.4 
Transfer from capital reserve on exercise of equity-settled share-based payments						       0.2 	  0.7 
Transfer from treasury reserve									         (0.6)	 –
Deferred tax on items taken directly to reserves									        3.2	  0.3 
Actuarial losses										          (10.6)	 (5.6)
Dividends paid										          (29.9)	 (57.7)
Dividend in specie										          –	 (320.0)
Profit/(loss) for the year										           87.4 	 (10.3)
													             (86.5)	 (136.2)

At 31 December 2007 13,882 ordinary 2916/21p shares (2006: 303,889 shares) with a nominal value of £4,132 (2006: £90,443) and a market value of £28,493 (2006: £831,136) were 
held in the BBA Employee Benefit Trust, a trust set up in 2006. Halifax EES Trustees International Limited, the trustees of the BBA Employee Benefit Trust, has agreed to waive 
its dividend entitlement in certain circumstances. 



88 BBA Aviation Annual Report 2007

Notes to the Consolidated Financial Statements

22. Share capital and reserves continued
Rights of non-equity interests
5% Cumulative preference £1 shares:
i.	� entitle holders, in priority to holders of all other classes of shares, to a fixed cumulative preferential dividend at a rate of 5.0% per annum per share payable half yearly in 

equal amounts on 1 February and 1 August; 			
ii. 	� on a return of capital on a winding up, or otherwise, will carry the right to repayment of capital together with a premium of 12.5p per share and a sum equal to any 

arrears or deficiency of dividend; this right is in priority to the rights of the ordinary shareholders;
iii.	� carry the right to attend and vote at a general meeting of the Company only if, at the date of the notice convening the meeting, payment of the dividend to which they 

are entitled is six months or more in arrears, or if a resolution is to be considered at the meeting for winding-up the Company or reducing its share capital or sanctioning 
the sale of the undertakings of the Company or varying or abrogating any of the special rights attaching to them.

Rights of equity interests
2916/21p Ordinary shares:
i. 	 carry no right to fixed income;
ii.	 on a return of capital on a winding up, or otherwise, will carry the right to repayment of capital; this right is subordinate to the rights of the preference shareholders;	
iii.	 carry the right to attend and vote at a meeting of the Company.

23. Share-based payments
Equity-settled share option scheme
The Group plan provides for a grant price equal to the average of the middle market price of a BBA Aviation share up to five dealing days prior to the date of grant. The 
vesting period is generally three to four years. If the options remain unexercised after a period of 10 years from the date of grant, the options expire. Furthermore, options  
are forfeited if the employee leaves the Group before the options vest.

Details of the share options outstanding during the year are as follows:

													             2007		  2006
										          			   Weighted		  Weighted
												            Number	 average	 Number	 average
												            of share	 exercise	 of share	 exercise
												            options	 price	 options	 price		

Outstanding at the beginning of the year							        16,216,396 	  275p 	  26,800,344 	 224p 
Granted during the year							       	  3,640,640 	  254p 	  2,660,200 	 288p 
Exercised during the year							       	 (1,217,312)	  225p 	 (5,892,492)	 163p 
Lapsed during the year							       	 (3,437,283)	  307p 	 (7,351,656)	 187p 
Outstanding at the end of the year						      	  15,202,441 	  226p 	  16,216,396 	 275p 
Exercisable at the end of the year						      	  6,308,200 	  171p 	  6,723,623 	 263p 

The weighted average share price at the date of exercise for share options exercised during the period was 277p. The options outstanding at 31 December 2007 had 
weighted average remaining contractual life of 84 months and an exercise price range of £1.53 to £4.85. The weighted average fair value of options granted during the year 
was 190p.

The total amount to be expensed over the vesting period is determined by reference to the fair value of the options granted and calculated using the valuation technique 
most appropriate to each type of award. These include Black-Scholes calculations and Monte Carlo simulations. The inputs into the models were as follows:

										          	  	 2007 		  2006
										          	 Issued in 		  Issued in 	
											           March 2003	 Others	 March 2003	 Others

Weighted average share price (pence)							       153	 269	 153	 280
Weighted average exercise price (pence)							       153	 247	 153	 281
Expected volatility (%)								        12.9%	 20.7%	 14.3%	 20.1%
Expected life (months)								        11	 26	 14	 26
Risk-free rate (%)							       	 4.0%	 4.7%	 4.0%	 4.6%
Expected dividends (%)								        4.6%	 3.4%	 4.8%	 3.4%

Expected volatility was determined by calculating the historical volatility of the Group’s share price over the period of time equivalent to the remaining contractual life of  
the option. The expected life used in the model has been adjusted, based on management’s best estimate, for the effects of non-transferability, exercise restrictions, and 
behavioural considerations.

The Group recognised total expenses of £2.0 million (2006: £0.4 million) related to equity-settled share-based payment transactions during the year.

Cash-settled share-based payments
The Group issues to certain employees share appreciation rights (SARs) that require the Group to pay the intrinsic value of the SAR to the employee at the date of exercise. 
The fair value of the SARs is determined using the valuation technique most appropriate to each type of award. These include Black-Scholes calculations and Monte Carlo 
simulations and use the assumptions noted in the above table. The Group has recorded liabilities of £0.9 million (2006: £2.2 million) and a total credit of £1.1 million  
(2006: credit £2.8 million). The total intrinsic value of vested SARs at 31 December 2007 was nil (2006: £0.1 million).

Other share-based payment plan
The Company’s savings-related share option scheme is open to all eligible UK employees. Options are granted at a price equal to the average three day middle market  
price of a BBA Aviation ordinary share prior to the date of grant, less 20%. Options are granted under three or five year SAYE contracts. The maximum overall employee 
contribution is £250 per month.  Pursuant to this plan, the Group issued 101,219 ordinary shares in 2007 (2006: 703,040 shares). 
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24. Reconciliation of movements in total shareholders’ equity

													             2007	 2006
													             £m	 £m

Total recognised income and expense for the period								         75.2 	 (41.7)
Equity dividends										          (29.9)	 (57.7)
Dividend in specie										          –	 (320.0)
Credit to equity for equity-settled share-based payments								         1.9 	  0.4 
Movement in minority interests									         (0.1)	  0.4 
Movement on treasury reserve									         0.8	 (0.8)
Issue of shares									         	  1.5 	  5.8 
Net movement in total shareholders’ equity for the period						      	  49.4 	 (413.6)
Total shareholders’ equity at beginning of period								         322.5 	  736.1 
Total shareholders’ equity at end of period	 								        371.9 	  322.5

25. Cash flow from operating activities

													             2007	 2006
													              £m 	  £m 

Operating profit from continuing operations									          130.1 	  94.8 
Operating loss from discontinued operations									         –	 (97.9)
Share of profit from associates									         (1.1)	 (0.8)
Profit/(loss) from operations										          129.0 	 (3.9)
Depreciation of property, plant & equipment									          26.9 	  62.4 
Amortisation of intangible assets									          3.2 	  4.3 
Loss/(profit) on sale of property, plant & equipment								         0.2 	 (1.4)
Share-basedpayment expense									          2.0 	 – 
(Decrease)/increase in provisions									         (3.5)	  1.5 
Pension scheme payments										          (17.1)	 (14.3)
Non-cash impairments										           9.9 	  70.5 
Gain on disposal of businesses									         (38.4)	 –  
Operating cashflows before movements in working capital								         112.2 	  119.1 
(Increase)/decrease in working capital									         (15.5)	  9.2 
Cash generated by operations									          96.7	  128.3 
Income taxes paid										          (18.0)	 (9.5)
Net cash flow from operating activities	 								         78.7 	  118.8 

Analysed as:							     
Net cash flow from continuing operations									          102.4 	  122.1 
Net cash flow from discontinued operations									         (23.7)	 (3.3)
													              78.7 	  118.8 
							     
Dividends received from associates									         0.5	  0.3 
Purchase of property, plant and equipment									         (36.3)	 (90.7)
Purchase of intangible assets									         (3.5)	 (1.1)
Proceeds from disposal of property, plant and equipment								         2.9 	  5.9 
Interest received										           35.8 	  41.9 
Interest paid										          (58.4)	 (69.9)
Interest element of finance leases paid									         (1.6)	 (2.1)
Free cash flow										           18.1 	  3.1 
							     
Analysed as:		
Free cash inflow from continuing operations									          41.8 	  48.1 
Free cash outflow from discontinued operations								        (23.7)	 (45.0)
													              18.1 	  3.1 

Share of profit from associates above includes discontinued operations which are included within profit after tax from discontinued operations on the face of the  
income statement in 2006.

During the year, discontinued operations contributed £(23.7) million (2006: £(3.3) million) to the Group’s net operating cash flows, paid £nil (2006: £43.8 million) in respect  
of investing activities and paid £nil (2006: £7.2 million) in respect of financing activities. The 2007 cash flows are described further in note 5.
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26. Disposal of a subsidiary
Oxford Aviation Training and Oxford Airport
On 29 June 2007 the Group disposed of its interest in Oxford Aviation Training and on 19 July 2007 disposed of its interest in Oxford Airport.

The net assets of these businesses at the date of disposal and 31 December 2006 were as follows:

											           Oxford Aviation Training		  Oxford Airport
											           29 June	 31 December	 19 July	 31 December
											           2007	 2006	 2007	 2006
											           £m	 £m	 £m	 £m

Intangible assets								         11.8 	  11.8 	  2.4 	  2.4 
Property, plant and equipment							        8.1 	  8.0 	  16.3 	  10.4 
Inventories								         0.3 	  0.3 	  0.1 	  0.1 
Trade and other receivables								         2.7 	  1.0 	  2.1 	  0.5 
Trade and other payables								         (12.1)	  (9.3)	  (1.0)	  (0.7)
Tax liabilities								        (0.4)	 –	 (0.6)	 –
Bank overdrafts and loans								        –	  (26.2)	 –	  (1.9)
											            10.4 	  (14.4)	  19.3 	  10.8 
Disposal costs								         1.8 		   1.2 	
Gain on disposal								         19.8 		   18.6 	
											            32.0 		   39.1 	
Satisfied by:
Cash									          32.0 		   39.1	
Net cash inflow arising on disposal:
Cash consideration received								        32.0 		   39.1 	
Bank overdrafts, loans, finance leases and cash and cash equivalents disposed of on demerger/disposal		   –		  –	
											            32.0 		   39.1 	

In total, Oxford Aviation Training and Oxford Airport contributed £2.0 million to operating profit in 2007.
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26. Disposal of a subsidiary continued
Fiberweb and Becorit
As referred to in note 5, on 17 November 2006 the Group demerged Fiberweb, and on 1 December 2006 disposed of its interest in Becorit GmbH.

The net assets of these businesses at the date of demerger/disposal were as follows:

												            Fiberweb		  Becorit
												            17 November		  1 December
												            2006		  2006
												            £m		  £m				  

Intangible assets									          97.3 		  – 
Property, plant and equipment								         343.4 		   7.8 
Investments in associates									          9.0 		  – 
Inventories									          82.3 		   2.5 
Trade and other receivables									          105.4 		   2.5 
Cash and cash equivalents									          36.5 		   1.0 
Deferred tax assets									         –		   2.2 
Trade and other payables									          (83.3)		   (1.7)
Tax liabilities									          (1.8)		  –
Bank overdrafts and loans									          (202.8)		  –
Provisions									          (7.1)		  – 
Obligations under finance leases								         (6.8)		  – 
Retirement benefit obligations								         (24.8)		   (4.3)
Deferred tax liability									          (31.7)		  – 
												             315.6 		   10.0 
Other effects1									          4.4 		   1.3 
Gain on disposal									         –		   16.5 
												             320.0 		   27.8 
Satisfied by:
Dividend in specie									          320.0 		  –  
Cash										          – 		   27.8 
									       
Net cash inflow arising on disposal:										        
										        
Cash consideration received									        –		   27.8 
Bank overdrafts, loans, finance leases and cash and cash equivalents disposed of on demerger/disposal			    173.1 		   (1.0)
												             173.1 		   26.8 

1 	 Other effects include costs of disposal, tax and the recycling of foreign currency translation on disposal.

 
The impact of Fiberweb and Becorit on the Group’s results and cash flows in the current and prior periods is disclosed in note 5.
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27. Acquisition of subsidiary undertakings
The Group made a number of acquisitions during the year which are detailed in the Directors’ Report on page 40. The directors have performed an exercise to establish the 
provisional fair value of the assets and liabilities of these acquisitions. The net assets acquired and the goodwill arising on these acquisitions are as set out below:	

												            	 Adjustments	 Provisional
													             to align	 Fair
											           Book		  accounting	 value to
											           Value	 Revaluations	 policies	 BBA Group
											           £m	 £m	 £m	 £m

Intangible assets								         1.3 	  17.0 	 –	  18.3 
Property, plant and equipment							        14.6 	  1.4 	 –	  16.0 
Inventories								         4.0 	 –	 (0.9)	  3.1 
Receivables								         3.2 	 –	 –	  3.2 
Payables								       	 (1.6)	 (1.1)	 (0.2)	 (2.9)
Taxation									         0.6	 –	 –	 0.6
Net borrowings							       	 (0.1)	 –	 –	 (0.1)
Net assets/(liabilities)								         22.0 	  17.3 	 (1.1)	  38.2 
Goodwill												            40.1
Total consideration (including deferred consideration)									          78.3 
Deferred consideration											           (2.8)
Net cash consideration paid in 2007										           75.5 

The fair values set out above are provisional and may be subject to amendment on finalisation of the fair value exercises.

In the period since acquisition to 31 December 2007, the revenue from acquisitions was £20.5 million and profit for the year was £2.1 million.

The acquisitions noted above contributed £0.4 million to the Group’s net operating cash flows, paid £nil in respect of net returns on investment and servicing of finance, 
paid £nil in respect of taxation, paid £0.2 million in respect of capital expenditure and utilised £nil for investing activities.

If the acquisitions had been completed on 1 January 2007, total revenue for the period from acquisitions would have been £52.2 million, and profit for the year would have 
been £5.2 million.

The goodwill arising on these acquisitions is attributable to the anticipated profitability arising from the expansion of the Group’s FBO network, the integration of new 
products into our Landing Gear and Hydraulics portfolio, together with anticipated future operating synergies.	

28. Contingent assets and liabilities
The Group is party to legal proceedings and claims which arise in the normal course of business, including specific product liability and environmental claims in BBA 
Nonwovens North America and BBA Aviation respectively. Any liabilities are likely to be mitigated by legal defences, insurance, reserves and third party indemnities.

Additionally, the Group has previously owned businesses that manufactured products containing asbestos. No BBA company has  manufactured or sold any products or 
materials containing asbestos for many years.  A small number of former BBA companies have been named as defendants to asbestos related claims. When these companies 
were sold, BBA retained certain obligations to indemnify the purchasers against such claims. Notwithstanding such indemnity arrangements, the costs incurred by BBA in 
dealing with claims made against these former BBA companies have been immaterial to BBA. During the period 1989 to 31 December 2007, BBA’s costs of defending and 
disposing of all asbestos related claims, net of insurance coverage, were  approximately £5.0 million. BBA maintains a portfolio of insurance coverage in respect of the 
majority of such claims, including legal defence costs and liability cover. State operated compensation programmes have also provided coverage.  On the basis of its past 
claims experience, BBA does not anticipate any material increase in the cost to it of resolving such claims.

Whilst the outcome of these claims are, by their nature uncertain, the directors do not currently anticipate that the outcome of the proceedings and claims set out above 
either individually, or in aggregate, will materially exceed the insurance coverage or amounts provided as shown in note 19, and are not expected to have a material adverse 
effect upon the Group’s financial position. 

Following the authorisation of the US Department of Transport to provide reimbursement of up to £8 million to fixed-based general aviation operators and others at five 
metropolitan Washington DC area airports and the issue of the proposed rules of eligibility for reimbursement in October 2007, management consider that the receipt in 
2008 of compensation following the closure of Washington Reagan National Airport in 2001 is probable. Whilst we believe that a significant proportion of the £8 million 
compensation should be due to BBA, as our base at Washington Reagan took the majority of business aviation traffic in the Washington DC area, it is not practicable to 
estimate accurately a specific amount.
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29. Events after the balance sheet date
On 18 January 2008 the Group announced the closure of CSE Engineering, an engineering business based at Oxford Airport. The expected losses related to the liquidation 
of the assets and liabilities of this business have been reflected in the results for the year ended 31 December 2007. Since the Group was not irrevocably committed to the 
closure at the balance sheet date, the cash costs of closure have not been accrued in 2007 in accordance with IAS 10 “Post Balance Sheet Events”. These cash costs will be 
expensed in 2008 when incurred, and are expected to amount to approximately £2 million.

On 22 February 2008 the Group announced that it had agreed to purchase the assets of Hawker Beechcraft Services Inc’s Line Service Operations for a cash consideration of 
$128.5 million (£64.9 million) on a debt and cash free basis. Closing of the deal is expected in May 2008 and is subject to Hart-Scott Rodino and other third party approvals.

30. Related party transactions
Transactions between the Company and its subsidiaries, which are related parties, have been eliminated on consolidation and are not disclosed in this note.  Details of 
transactions between the Group and other related parties are detailed below.

Compensation of key management personnel
The remuneration of directors and other members of key management during the year was as follows:

													             2007	 2006
													             £m	 £m

Short-term benefits										           4.7 	  4.6 
Post-employment benefits										           1.1 	  0.5 
Termination benefits										           0.4 	  0.8 
Share-based payments										          (0.2)	 (0.5)
													              6.0 	  5.4 

Post-employment benefits include contributions of £0.9 million (2006: £0.3 million) in relation to defined contribution schemes.

The remuneration of directors and key executives is determined by the Remuneration Committee having regard to the performance of the individuals and market trends.

Other related party transactions
During the year a subsidiary provided services to a company controlled by a person who is a close family member of Roberto Quarta, a director of BBA Aviation plc in 2007. 
These were provided in the ordinary course of business and on an arm’s length basis and amounted to £3,558 (2006: £9,434). At 31 December 2007 £nil remained unpaid 
(2006: £nil).

During the year, Group companies entered into the following transactions with related parties who are not members of the Group:

												            Amounts owed
											           Purchases of Goods	 to related parties
											           2007	 2006	 2007	 2006
											           £m	 £m	 £m	 £m

Associates							       	 81.1	 78.1	 8.0	 6.6

Purchases were made at market price discounted to reflect the quantity of goods purchased and the relationships between the parties.

The amounts outstanding are unsecured and will be settled in cash. No guarantees have been given or received.

At the balance sheet date, Group companies had loan receivables from an associated undertaking of £1.3 million (2006: £1.3 million). The loans are unsecured and will be 
settled in cash, and were made on terms which reflect the relationships between the parties.
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We have audited the parent company financial statements of BBA Aviation plc for 
the year ended 31 December 2007 which comprise the Balance Sheet and the 
related notes 1 to 12. These parent company financial statements have been 
prepared under the accounting policies set out therein.

We have reported separately on the Group financial statements of BBA Aviation 
plc for the year ended 31 December 2007 and on the information in the directors’ 
remuneration report that is described as having been audited.

This report is made solely to the Company’s members, as a body, in accordance 
with section 235 of the Companies Act 1985. 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 in 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 audit work, for this 
report, or for the opinions we have formed.

Respective responsibilities of directors and auditors
The directors’ responsibilities for preparing the Annual Report and the parent 
company financial statements in accordance with applicable law and United 
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting 
Practice) are set out in the Statement of Directors’ Responsibilities.

Our responsibility is to audit the parent company financial statements in 
accordance with relevant legal and regulatory requirements and International 
Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the parent company financial 
statements give a true and fair view and whether the parent company financial 
statements have been properly prepared in accordance with the Companies Act 
1985. We also report to you whether in our opinion the Directors’ Report is 
consistent with the parent company financial statements. The information given  
in the Directors’ Report includes that specific information presented in the  
Business Review that is cross referred from the Business Review section of the 
Directors’ Report. 

In addition we report to you if, in our opinion, the Company has not kept proper 
accounting records, if we have not received all the information and explanations  
we require for our audit, or if information specified by law regarding directors’ 
remuneration and other transactions is not disclosed.

We read the other information contained in the Annual Report as described in 
the contents section and consider whether it is consistent with the audited parent 
company financial statements. We consider the implications for our report if we 
become aware of any apparent misstatements or material inconsistencies with the 
parent company financial statements. Our responsibilities do not extend to any 
further information outside the Annual Report.

Basis of audit opinion
We conducted our audit in accordance with International Standards on Auditing  
(UK and Ireland) issued by the Auditing Practices Board. An audit includes 
examination, on a test basis, of evidence relevant to the amounts and disclosures  
in the parent company financial statements. It also includes an assessment of the 
significant estimates and judgements made by the directors in the preparation  
of the parent company financial statements, and of whether the accounting  
policies are appropriate to the Company’s circumstances, consistently applied  
and adequately disclosed.

We planned and performed our audit so as to obtain all the information and 
explanations which we considered necessary in order to provide us with sufficient 
evidence to give reasonable assurance that the parent company financial statements 
are free from material misstatement, whether caused by fraud or other irregularity or 
error. In forming our opinion we also evaluated the overall adequacy of the 
presentation of information in the parent company financial statements.

Opinion
In our opinion:
•	� the parent company financial statements give a true and fair view, in 

accordance with United Kingdom Generally Accepted Accounting Practice,  
of the state of the Company’s affairs as at 31 December 2007;

•	� the parent company financial statements have been properly prepared  
in accordance with the Companies Act 1985; and

•	� the information given in the Directors’ Report is consistent with the parent 
company financial statements.

Deloitte & Touche LLP
Chartered Accountants and Registered Auditors 
London, United Kingdom
27 February 2008

Independent Auditors’ Report  
to the members of BBA Aviation plc
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Company Balance Sheet

													             2007	 2006
 			   									         Notes	 £m	 £m

Fixed assets
Tangible assets
Land and buildings									         3	  0.3 	  0.2 
Plant and machinery									         3	  0.1 	  0.2 
Investments									         4	  2,219.6 	  1,818.6 
													              2,220.0 	  1,819.0 
Current assets
Debtors due after one year									         5	 –	  13.4 
Debtors due within one year								        5	  667.4 	  884.9 
Cash at bank and in hand										           12.3 	  62.4 
													              679.7 	  960.7 
Current liabilities
Creditors: amounts falling due within one year
Borrowings and finance leases								        6	 (17.2)	 (6.9)
Others										          6	 (1,334.3)	 (1,167.8)
Net current assets/(liabilities)									         (671.8)	 (214.0)
Total assets less current liabilities									          1,548.2 	  1,605.0 
Long-term liabilities
Creditors: amounts falling due after more than one year
Borrowings and finance leases								        7,8	 (413.2)	 (468.0)
Others										          8	 –	 (0.1)
Total net assets										           1,135.0 	  1,136.9 
Capital and reserves
Called up share capital									         10	  122.7 	  122.5 
Share premium account									         10	  346.4 	  345.1 
Revaluation reserve									         10	  3.5 	  3.5 
Other										          10	  248.2 	  249.4 
Profit and loss account									         10	  414.2 	  416.4 
Shareholders’ funds										           1,135.0 	  1,136.9  

These financial statements were approved by the Board of Directors on 27 February 2008 and signed on its behalf by

Simon Pryce 
Group Chief Executive	

Andrew Wood 
Group Finance Director

In accordance with the exemptions permitted by s230 of the Companies Act 1985, the profit and loss account of the Company has not been presented. The profit for the 
financial year in the accounts of the Company, after dividends from subsidiary undertakings, amounted to £28.0 million (2006: £693.6 million).

The auditors’ remuneration for audit and other services is disclosed in note 2 to the Consolidated Financial Statements.

The accompanying notes are an integral part of this balance sheet.
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Accounting Policies

Basis of Accounting
The financial statements have been prepared using the historical cost convention 
adjusted for the revaluation of certain fixed assets and in accordance with applicable 
United Kingdom accounting standards.

The principal accounting policies are set out below.  They have all been applied 
consistently throughout the year and preceding year.

The Company has taken advantage of the exemption contained in FRS 1  
“Cash Flow Statements” and has not produced a cash flow statement.

The Company has taken advantage of the exemption contained in FRS 8 
“Related Party Transactions” and has not reported transactions with fellow  
Group undertakings.

Investments
In the Company’s financial statements, investments in subsidiary and associated 
undertakings are stated at cost less provision for impairment.

Treasury
Transactions in foreign currencies are translated into Sterling at the rate of exchange 
at the date of the transaction. Monetary assets and liabilities denominated in foreign 
currencies at the balance sheet date are recorded at the rates of exchange prevailing 
at that date. Any gain or loss arising from a change in exchange rates subsequent to 
the date of transaction is recognised in the income statement.

Derivative financial instruments utilised by the Group comprise interest rates 
swaps, cross currency or basis swaps and foreign exchange contracts. All such 
instruments are used for hedging purposes to manage the risk profile of an 
underlying exposure of the Group in line with the Group’s risk management policies. 
All derivative instruments are recorded on the balance sheet at fair value. 
Recognition of gains or losses on derivative instruments depends on whether  
the instrument is designated as a hedge and the type of exposure it is designed  
to hedge.

The effective portion of gains or losses on cash flow hedges are deferred in 
equity until the impact from the hedged item is recognised in the income 
statement. The ineffective portion of such gains and losses is recognised in the 
income statement immediately.

Gains or losses on the qualifying part of net investment hedges are recognised 
in equity together with the gains and losses on the underlying net investment. The 
ineffective portion of such gains and losses is recognised in the income statement 
immediately.

Changes in the fair value of the derivative financial instruments that do not 
qualify for hedge accounting are recognised in the income statement as they arise.

Pensions and other Post-Retirement Benefits
The Company provides pension arrangements to majority of full time employees 
through the Company’s defined benefit scheme.  It is not possible to identify the 
share of underlying assets and liabilities in this scheme which is attributable to 
the company on a consistent and reasonable basis. Therefore the Company has 
applied the provisions in FRS 17 to account for the scheme as if it was a defined 
contribution scheme.

The costs of pension plans and other post-retirement benefits are charged to 
the profit and loss account so as to spread the costs over employees’ working lives 
within the Company. The contribution levels are determined by valuations 
undertaken by independent qualified actuaries.

Share-Based Payments
The Company operates a number of cash and equity-settled share-based 
compensation plans. The fair value of the compensation is recognised in the income 
statement as an expense. The total amount to be expensed over the vesting period 
is determined by reference to the fair value of the options granted and calculated 
using the valuation technique most appropriate to each type of award. These 
include Black-Scholes calculations and Monte Carlo simulations. For cash-settled 
options, the fair value of the option is revisited at each balance sheet date. For both 
cash and equity-settled options, the Company revises its estimates of the number of 
options that are expected to become exercisable at each balance sheet date.

Tangible Fixed Assets
Plant and machinery, with the exception of tooling and motor vehicles, was 
professionally valued at 31 December 1988 on an existing use basis. Additions after 
that date are stated in the balance sheet at cost. Land and buildings are stated at 
cost or valuation (performed in 1988). Other tangible fixed assets are stated in the 
balance sheet at cost. Depreciation is provided on the cost or valuation of tangible 
fixed assets less estimated residual value and is calculated on a straight line basis 
over the following estimated useful lives of the assets:

Land		  not depreciated
Buildings		 40 years maximum
Plant and machinery  
(including essential  
commissioning costs)	 3 – 18 years

Tooling, vehicles, computer and office equipment are categorised within plant and 
machinery in note 3 of the accounts.

The revaluation reserve consists of the surpluses on the revaluation of land and 
buildings to their market value for existing use and on the revaluation of plant and 
machinery to net current replacement cost. The Directors are not aware of any 
material change to the value of these assets since the last revaluation.

Leases
Where assets are financed by lease agreements that give rights similar to ownership 
(finance leases), the assets are treated as if they had been purchased and the leasing 
commitments are shown as obligations to the lessors. The capitalisation values of 
the assets are written off on a straight line basis over the shorter of the periods of the 
leases or the useful lives of the assets concerned. The capital elements of future 
lease obligations are recorded as liabilities, while the interest elements are charged 
to the profit and loss account over the period of the leases to produce a constant 
rate of charge on the balance of capital payments outstanding.

For all other leases (operating leases) the rental payments are charged to the 
profit and loss account on a straight line basis over the lives of the leases.

Taxation
The charge for taxation is based on the profit for the year and takes into account 
taxation deferred due to timing differences between the treatment of certain items 
for taxation and accounting purposes. Deferred tax is provided in full on all liabilities.  
In accordance with FRS 19, deferred tax assets are recognised to the extent it is 
regarded that it is more likely than not that they will be recovered. Deferred tax 
assets and liabilities have not been discounted.

Deferred tax is not provided on timing differences arising from the sale or 
revaluation of fixed assets unless, at the balance sheet date, a binding commitment 
to sell the asset has been entered into and it is unlikely that any gain will qualify for 
rollover relief. 
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Notes to the Company Financial Statements

1. Dividends
On 18 May 2007, the 2006 final dividend of 5.0p per share (total dividend £20.6 million) was paid to shareholders. 

On 2 November 2007, the 2007 interim dividend of 2.25p per share (total dividend £9.3 million) was paid to shareholders. In November 2006, the 2006 interim dividend paid 
was 3.50p per share (total dividend £17.1 million).

On the demerger of Fiberweb on 17 November 2006, a dividend was declared which was satisfied by the issue of shares in Fiberweb plc – a dividend in specie. The dividend 
in specie of £275.0 million represented the Company’s investment in Fiberweb transferred to Fiberweb on demerger and debt owed by Fiberweb forgiven on demerger. 
The existing shareholders of BBA Group plc were given shares in Fiberweb plc on a ratio of one share in Fiberweb plc for every four shares held in BBA Group plc. 
Immediately after the demerger BBA Group plc changed its name to BBA Aviation plc.

In respect of the current year, the Directors propose that a final dividend of 5.35p per share will be paid to shareholders on 23 May 2008.  This dividend is subject to approval 
by shareholders at the Annual General Meeting and in accordance with FRS 21 “Events after the Balance Sheet Date” has not been included as a liability in these financial 
statements. The proposed dividend is payable to all shareholders on the Register of Members on 25 April 2008. The total estimated dividend to be paid is £22.1 million.

2. Directors
Emoluments and interests
Details of Directors’ emoluments and interests are provided within the Directors’ Remuneration Report on pages 48 to 56.

													             2007	 2006
													             Number	 Number

Employees 
Average monthly number (including Executive Directors)								        33	 33

													             £m	 £m

Employment costs
Wages and Salaries										           4.2 	  6.4 
Social security costs										           0.5 	  0.9 
Pension costs										           1.2 	  0.5 
													              5.9 	  7.8

3. Tangible fixed assets

													             Land and	 Plant and
												            	 buildings	 machinery
													             £m	 £m

Cost or valuation
Beginning of year										           0.4 	  0.8 
Additions										           0.1 	 0.1 
End of year										           0.5 	  0.9 
Accumulated depreciation	
Beginning of year										           0.2 	  0.6 
Provided during the year										          –	  0.2 
End of year										           0.2 	  0.8 
Net book value end of year	
Owned assets										          –	  0.1 
Leased assets										           0.3 	 –
													              0.3 	  0.1 

													             2007	 2006
													             £m	 £m

Land and buildings
Freehold											          –	 –
Short leasehold										           0.3 	  0.2 
													              0.3 	  0.2
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4. Fixed asset investments

													             2007	 2006
													             £m	 £m

Subsidiary undertakings
Cost of shares
Beginning of year										           1,769.5 	  1,487.8 
Additions										           513.3 	  465.9 
Disposals									         	 (112.3)	 (184.2)
End of year										           2,170.5 	  1,769.5 
Provisions				  
Beginning of year									         	 (54.3)	 (54.3)
End of year										          (54.3)	 (54.3)
Net book value end of year										           2,116.2 	  1,715.2 
Loans to subsidiary undertakings				  
Beginning of year									         	  103.4 	  116.4 
Disposals										          –	 (13.0)
End of year										           103.4 	  103.4 
 

Total
Fixed asset investments										           2,219.6 	  1,818.6 

5. Debtors

													             2007	 2006
													             £m	 £m	

Trade debtors
Amounts owed by subsidiary undertakings									          643.0 	  868.0 
Other debtors, prepayments and accrued income								         24.4 	  16.9 
Debtors due within one year									          667.4 	  884.9 
Other debtors due after one year									         –	  13.4 
Debtors due after one year										          –	  13.4 
													              667.4 	  898.3 

6. Creditors: amounts falling due within one year

													             2007	 2006
													             £m	 £m

Borrowings (note 7)
Bank loans and overdrafts										           17.2 	  6.9 
													              17.2 	  6.9 
Others
Amounts owed to subsidiary undertakings									          1,301.2 	  1,139.1 
Corporate Tax – United Kingdom									          4.9 	  4.9 
Other taxation and social security 									          0.2 	  0.8 
Other creditors										           9.4 	  14.2 
Accruals and deferred income									          18.6 	  8.8 
													              1,334.3 	  1,167.8 

Creditor days for the Company for the year were an average of 62 days (2006: 15 days).
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7. Borrowings

		  											           2007	 2006
												            	 £m	 £m

Borrowings summary
Medium-term loans
Repayable between two and five years									          413.2 	  468.0 
													              413.2 	  468.0 

Short-term
Overdrafts, borrowings and finance leases repayable within one year							        17.2 	  6.9 
Total borrowings and finance leases								        	  430.4 	  474.9 
Cash at bank and in hand										          (12.3)	 (62.4)
Other liquid assets within other debtors									         –	 (13.4)
Other liquid assets within other creditors									          6.6 	  0.1 
Net borrowings and finance leases									          424.7 	  399.2 
 

Borrowings analysis:
Unsecured
Bank loans and overdrafts
Sterling											            14.9 	  241.1 
US dollar											           361.9 	  196.9 
Euro												            53.2 	  36.9 
Canadian dollar										           0.4 	 – 
Total borrowings and finance leases									          430.4 	  474.9 
Cash at bank and in hand										          (12.3)	 (62.4)
Other liquid assets within other debtors									         –	 (13.4)
Other liquid assets within other creditors									          6.6 	  0.1 
Net borrowings and finance leases									          424.7 	  399.2 

The interest rates on unsecured loans range from 3.9% to 5.9% per annum and repayments are due at varying dates up to 2009.

Operating Lease Commitments
Land and buildings
Within one year										           0.3 	  0.2 
One to five years										           1.2 	  1.1 
													              1.5 	  1.3 

Contingent liabilities
Guarantees of subsidiary undertakings’ overdrafts or loans and other guarantees						      32.6 	  2.4 

Additional detail of Contingent Liabilities are provided within note 28 to the Consolidated Financial Statement.

Foreign currency contracts
At 31 December 2007, the Group had £347.5 million (2006: £306.2 million) of forward contracts to buy/sell foreign currency.
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8. Creditors: amounts falling due after more than one year

													             2007	 2006
													             £m	 £m

Borrowings (note 7)
Bank loans										           413.2 	  468.0 

Others				  
Other creditors										          –	  0.1 
													              413.2 	  468.1

9. Reconciliation of movements in shareholders’ funds

												            	 2007	 2006
													             £m	 £m

Profit for the period										           28.0 	  693.6 
Equity dividends										          (29.9)	 (57.7)
Dividend in specie										          –	 (275.0)
													             (1.9)	  360.9 
Fair value movements in interest rate cash flow hedges								        (2.6)	  2.1 
Credit to equity for equity-settled share-based payments								         2.0 	  0.4 
Movement on treasury reserve									          0.9 	 (0.8)
Transfer to profit or loss from equity on interest rate hedges								        (1.8)	 (1.7)
Issue of shares										           1.5 	  5.8 
Net movement in shareholders’ funds for the period								        (1.9)	  366.7 
Shareholders’ funds at beginning of period									          1,136.9 	  770.2 
Shareholders’ funds at end of period									          1,135.0 	  1,136.9
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10. Capital and Reserves
Details of Company Share Capital are provided within note 22 to the consolidated financial statements.

													             2007	 2006
													              £m 	  £m 

Reserves attributable to equity interests
Share premium account
Beginning of year										           345.1 	  340.2 
Premium on shares issued										           1.3 	  4.9 
End of year									         	  346.4 	  345.1 
Revaluation reserve
Beginning and end of year										           3.5 	  3.5 
Other						    
Merger reserve						    
Beginning and end of year									         	  99.3 	  99.3 
Capital reserve						    
Beginning and end of year										           148.2 	  148.5 
Credit to equity for equity-settled share-based payments								         2.0 	  0.4 
Transfer to retained earnings on exercise of equity-settled share-based payments						      (0.2)	 (0.7)
End of year										           150.0 	  148.2 
Treasury reserve
Beginning of year										          (1.4)	 (0.6)
Issue of own shares										           0.9 	  0.1 
Purchase of own shares									         	 – 	 (0.9)
Transferred to Profit and Loss account									          0.5 	 – 
End of year										          –	 (1.4)
Hedging reserves						    
Beginning of year										           3.3 	  2.9 
Increase in fair value of interest rate cash flow hedges								        (2.6)	  2.1 
Transfer to income									         	 (1.8)	 (1.7)
End of year										          (1.1)	  3.3 
Total other										           248.2 	  249.4 
Profit and loss account						    
Beginning of year										           416.4 	  54.8 
Transfer from capital reserve on exercise of equity-settled share-based payments						       0.2 	  0.7 
Transfer from treasury reserve 									         (0.5)	 –
Profit for the period										           28.0 	  693.6 
Equity dividends										          (29.9)	 (57.7)
Dividend in specie										          –	 (275.0)
End of year										           414.2 	  416.4 

At 31 December 2007 13,882 ordinary 2916/21p shares (2006: 303,889 shares) with a nominal value of £4,132 (2006: £90,443) and a market value of £28,493 (2006: £831,136) were 
held in the BBA Employee Benefit Trust, a trust set up in 2006. Halifax EES Trustees International Limited, the trustees of the BBA Employee Benefit Trust, has agreed to waive 
its dividend entitlement in certain circumstances. 

11. Share-based payments
Details of share-based payments are provided within note 23 to the consolidated  financial statements.

12. Pension and other post retirement benefits
The Company operates a defined benefit pension scheme in the United Kingdom, assets are held in a separate trustee-administered fund. Contributions to the scheme  
are made and pension cost is assessed using the projected unit method.

Details of the UK Scheme are provided within note 20 to the consolidated financial statements.
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Principal Subsidiary Undertakings

The following is a list of the principal subsidiary undertakings of the Group at 31 December 2007, each of which is wholly-owned unless otherwise stated. 

													             Country of incorporation
													             and principal operation

Signature Flight Support Paris SA										          France
APPH Limited										          United Kingdom
APPH Aviation Services Limited									         United Kingdom
ASIG Limited										          United Kingdom
H+S Aviation Limited*										          United Kingdom
Signature Flight Support London Luton Limited								        United Kingdom
Signature Flight Support Heathrow Limited									         United Kingdom
Signature Flight Support UK Regions Limited									         United Kingdom
Aircraft Service International Group Incorporated								        USA
APPH Wichita Incorporated										          USA
APPH Houston Incorporated									         USA
Barrett Turbine Engine Company									         USA
Dallas Airmotive Incorporated									         USA
Executive Beechcraft Incorporated									         USA
International Governor Services LLC									         USA
Ontic Engineering and Manufacturing Incorporated								        USA
Signature Flight Support Corporation										          USA

*	 Shares held by BBA Aviation plc.
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Five Year Summary

										          2007	 2006	 2005	 2004	 2003
										          IFRS	 IFRS	 IFRS	 IFRS	 UK GAAP
										          £m	 £m	 £m	 £m	 £m

Income Statement
Revenue								        979.4 	  950.1 	  875.1 	  1,373.8 	  1,330.6 
Underlying operating profit (continuing operations)*				    	  105.7 	  102.8 	  83.0 	  127.1 	  144.7 
Restructuring costs, amortisation of acquired intangibles and non-recurring items			    24.4 	 (8.0)	 (23.8)	 (28.6)	 (12.7)
Goodwill amortisation							       –	 –	 –	 –	 (48.1)
Interest (net)							       (19.3)	 (24.6)	 (20.9)	 (11.9)	 (16.7)
Profit before tax							        110.8 	  70.2 	  38.3 	  86.6 	  67.2 
Tax									         (23.6)	 (20.7)	 (7.1)	 (22.3)	 (26.4)
Profit for the period from continuing operations					      87.2 	  49.5 	  31.2 	  64.3 	  40.8 
(Loss)/profit after tax from discontinued operations					     –	 (76.2)	  22.6 	  6.4 	 –
Profit/(loss) on disposal of disposed businesses						     –  	  16.5 	  21.5 	 (2.8)	 (12.0)
Profit/(loss) for the period						      	  87.2 	 (10.2)	  75.3 	  67.9 	  28.8 
Minority interests						      	  0.2 	 (0.1)	 (0.2)	 (0.1)	 –  
Preference dividends							       –	 –	 –	 –	 (3.8)
Profit/(loss) attributable to ordinary shareholders					      87.4 	 (10.3)	  75.1 	  67.8 	  25.0 

Earnings per share
Basic:
Adjusted								       15.4p 	 14.9p 	 18.4p 	 19.7p 	 19.7p 
Unadjusted						      	 21.2p 	 (2.2)p	 15.9p 	 14.3p 	 5.5p 
Diluted:					   
Adjusted							      	 15.3p 	 14.9p 	 18.2p 	 19.0p 	 19.6p 
Unadjusted							       21.1p 	 (2.1)p	 15.8p 	 14.0p 	 5.5p 
Dividends					   
Dividends per ordinary share						      7.6p	 8.5p 	 11.8p 	 11.3p 	 10.8p 

Balance sheet
Employment of capital
Non-current assets							        709.2 	  689.0 	  1,233.3 	  1,161.5 	  1,120.2 
Net current assets						      	  165.7 	  199.2 	  318.6 	  333.6 	  293.4 
Total assets less current liabilities						       874.9 	  888.2 	  1,551.9 	  1,495.1 	  1,413.6 
Non-current liabilities							       (461.6)	 (527.2)	 (692.9)	 (697.0)	 (617.1)
Provisions for liabilities and charges					     	 (41.4)	 (38.5)	 (122.9)	 (126.8)	 (115.9)
									         	  371.9 	  322.5 	  736.1 	  671.3 	  680.6 
Capital employed
Called up share capital							        122.7 	  122.5 	  121.6 	  169.0 	  169.1 
Reserves							      	  248.5 	  199.2 	  614.2 	  502.2 	  511.5 
Shareholders’ funds							        371.2 	  321.7 	  735.8 	  671.2 	  680.6 
Minority interests							        0.7 	  0.8 	  0.3 	  0.1 	 – 
										           371.9 	  322.5 	  736.1 	  671.3 	  680.6 
Capital expenditure							        39.8 	  91.8 	  73.3 	  56.9 	  75.0 
Number of employees, end of year						       10,317 	  10,757 	  14,070 	  13,674 	  12,311 

*	 For 2003, which is under UK GAAP this item represents total operating profit from continuing and discontinued operations.
	 2004 and prior have not been restated to reflect the reclassification of the results of Becorit and Fiberweb as discontinued.
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Analysis of shareholdings	
							        	 % of
	  				    Number of	 % of	 Number of	 share
					     shareholders	 total	 shares	 capital

Size of holding
Ordinary shareholdings
at 31 December 2007
1–1,000 			   2,224	 43.01	 913,668	 0.22
1,001–5,000		  2,023	 39.12	 4,595,615	 1.11
5,001–10,000		  324	 6.27	 2,264,104	 0.55
10,001–50,000		  269	 5.20	 5,826,091	 1.41
50,001–100,000		  79	 1.53	 5,881,461	 1.43
100,001–upwards		  252	 4.87	 392,939,220	 95.28
					     5,171	 100.00	 412,420,159	 100.00
Holders
Individuals		  3,633	 70.26	 21,681,822	 5.25
Pension funds		  9	 0.17	 36,558	 0.01
Nominee and 
other companies		  1,474	 28.51	 387,864,453	 94.05
Others			   55	 1.06	 2,837,326	 0.69
					     5,171	 100.00	 412,420,159	 100.00

Dividend Reinvestment Plan
A Dividend Reinvestment Plan is available, giving ordinary shareholders the option 
to buy shares in lieu of a cash dividend. Please contact the Company’s registrars for 
further details.

Share dealing service
A share dealing service is available for UK shareholders from Capita Share Dealing 
Services to either sell or buy BBA Aviation plc shares. For further information on  
this service, please contact: www.capitadeal.com (on-line dealing) or 0871 664 0445 
(telephone dealing). Calls cost 10p per minute plus network charges.

ShareGift
Shareholders with a small number of shares, the value of which makes it 
uneconomical to sell, may wish to consider donating them to charity through 
ShareGift a registered charity (charity no. 1052686).  Further information is available 
by visiting www.sharegift.org or by telephoning ShareGift on 020 7930 3737. 

Individual Savings Accounts
The Company offers an Individual Savings Account (ISA) through Barclays 
Stockbrokers Limited for BBA shares and other qualifying shares and cash. In the tax 
year ending 5 April 2008, the annual subscription allowance is £7,000 of which a 
maximum of £3,000 can be held as cash. In the tax year beginning 6 April 2008, the 
annual subscription allowance will be £7,200 of which a maximum of £3,600 can be 
held in cash. To register and receive an information pack, please call 0845 6013000. 
Calls are charged at local rates; you can only use this number if you are calling from 
the UK. For clients’ security, calls may be recorded and randomly monitored.

Barclays Stockbrokers is the Group name for the business of: Barclays 
Stockbrokers Limited, a member of the London Stock Exchange and PLUS, 
Registered No 1986161; Barclays Sharedealing, Registered No 2092410; Barclays Bank 
Trust Company Limited, Registered No 920880. Registered VAT no 243 8522 62.  
All companies are registered in England and the registered address is: 1 Churchill 
Place, London E14 5HP. All companies are authorised and regulated by the Financial 
Services Authority.

Shareholder Information Key dates	 Date payable
Financial calendar
Dividend and interest payments
Ordinary shares:
	 final 2007					     23 May
	 interim 2008 				    7 November
5% cumulative preference shares			   1 February and 1 August

							       Date announced
Announcement of Group results
Half year result 					     September
Annual results 					     February
Report and accounts 				    Posted March
Interim Management Statements			    April and November

Share price information
The price of the Company’s shares is available from the Financial Times Cityline 
Service: BBA Aviation ordinary shares – telephone: 090 6843 0000 then enter  
option 2 followed by 1778. Calls are charged at 60p per minute on a per second  
basis from a BT landline.  Charges from other networks may vary.

For the purpose of Capital Gains Tax calculations, the base cost of the old BBA 
Group plc shares held immediately before the demerger on 17 November 2006  
has to be apportioned between BBA Aviation plc shares and Fiberweb plc shares. 
The ratio is BBA Aviation plc shares 84.73%: Fiberweb plc shares 15.27%. This is based 
on the respective market values on 17 November 2006, determined according  
to CGT rules at that time, of 281.155p for BBA Aviation plc shares and 170.5p for 
Fiberweb plc shares. This information is provided as indicative guidance. Any person 
wishing to calculate their Capital Gains Tax should take their own financial advice 
from their accountant or other authorised financial adviser and if they are in any 
doubt about their taxation position they should obtain professional advice.

Registered office
20 Balderton Street, London W1K 6TL
Telephone: 020 7514 3999 Fax: 020 7408 2318
http://www.bbaaviation.com
web enquiries to: info@bbaaviation.com
Registered in England
Company number: 53688

Company registrar
Capita Registrars, Northern House, Woodsome Park,
Fenay Bridge, Huddersfield HD8 0LA
Telephone: 0871 664 0300 (calls cost 10p per minute plus network charges)
From outside the UK: +44 20 8639 3399
e-mail shareholder.services@capitaregistrars.com
http://www.capitaregistrars.com

Please contact the registrars directly if you wish to advise a change of name, 
address, dividend mandate or wish to participate in the Dividend Reinvestment Plan. 

You can access general shareholder information and personal shareholding 
details from our registrars’ website. Our registrars provide a share portal through 
which you can view up to date information and manage your shareholding. You can 
register for this service via www.capitashareportal.com. You will require your unique 
holder code, which can be found on your share certificate or dividend tax voucher, 
to register for the share portal service or to access other information from the 
registrar’s website.

Beneficial owners of shares who have been nominated by the registered holder 
of those shares to receive information rights under section 146 of the Companies 
Act 2006 are required to direct all communications to the registered holder of their 
shares, not to the Company’s registrar, Capita Registrars, or to the Company.



Aviation is a buoyant market. More people are 
flying privately than ever before. Major airports 
are undergoing significant redevelopments.  
The breadth of our experience and the quality  
of the businesses we own puts us in a strong 
position to benefit.
		  The contract to carry out the full range  
of ground services at the new JFK Terminal 1,  
the design and manufacture of landing gear for 
the new Eurocopter in the UK, an ever-expanding 
global network of quality FBO locations and a 
rapidly developing component overhaul business: 
we owe these successes to a combination of timely 
investment, committed individuals and a core  
of consistently upheld values.
		  There’s no substitute for seeing these 
businesses first hand, but the pictures in this  
report do reveal our most important asset: the 
people driving BBA Aviation into the future.

This Annual Report is addressed solely to members of BBA 
Aviation plc as a body. Neither the Company nor its directors 
accept or assume responsibility to any person for this Annual 
Report beyond the responsibilities arising from the production  
of this Annual Report under the requirements of applicable 
English company law. Sections of this Annual Report, including 
the Chairman’s Statement, Directors’ Report and Directors’ 
Remuneration Report contain forward-looking statements 
including, without limitation, statements relating to: future 
demand and markets of the Group’s products and services; 
research and development relating to new products and services; 
liquidity and capital; and implementation of restructuring plans 
and efficiencies. These forward-looking statements involve risks 
and uncertainties because they relate to events and depend on 
circumstances that will or may occur in the future. 

Accordingly, actual results may differ materially from those set  
out in the forward-looking statements as a result of a variety  
of factors including, without limitation: changes in interest  
and exchange rates, commodity prices and other economic 
conditions; negotiations with customers relating to renewal  
of contracts and future volumes and prices; events affecting 
international security, including global health issues and 
terrorism; changes in regulatory environment; and the outcome 
of litigation. The Company undertakes no obligation to publicly 
update or revise any forward-looking statement, whether as a 
result of new information, future events or otherwise. Pages 2 
to 56 inclusive consist of a directors’ report and directors’ 
remuneration report that have been drawn up and presented  
in accordance with and in reliance upon applicable English 
company law and the liabilities of the directors in connection 
with that report shall be subject to the limitations and  
restrictions provided by such law.

Designed by sasdesign.co.uk
Photography by © Gueorgui Pinkhassov/Magnum Photos
Board Photography by © George Brooks
Printed by St. Ives Westerham Press

This Annual Report is printed on Consort Royal Silk paper and 
Challenger Offset, which carries FSC (Forest Stewardship Council) 
certification. It is made with ECF pulp (Elemental Chlorine-free),  
is acid free, has a natural pH and is fully recyclable.
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 “We’re driven by two things: passion for  
aviation and a pride in serving passengers. 
When we have the opportunity we go  
beyond the call of duty.”
Christopher Gonagle, Operations Supervisor 
Signature Flight Support, Boston
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BBA Aviation plc

Registered Office 
20 Balderton Street 
London, W1K 6TL
Telephone. 	+44 (0)20 7514 3999
Facsimilie.	 +44 (0)20 7408 2318

Registered in England 
Company number: 53688
www.bbaaviation.com




