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You are a private pilot. You've been at the controls of

a Dallas-bound Lear jet for several hours. Storm systems
forced a series of altitude changes. You are tired and
looking forward to two things: rest and the welcome you'l
get from Sandy Henley. She'll guide the jet expertly to a
standstill and move your passengers across the airfield with
the same care you placed in touching down. Then she'll
ensure that security checks on baggage are thorough and
fast. And before you get a chance to ask, she'll have told you
the result of the Yankees game. Sandy is your air concierge.

Read and see more on page 4

BBA Aviation Annual Report 2006
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Executive Chairman’s Statement
2006 was a pivotal year for BBA Aviation

We compleied the demerger of Flberweb In November, and as a resuit

have become a focused Aviation Services company concentrating principalty
on the Business Aviation markat. As a result of the separation of the businesses
we have renamed oursetves BBA Aviation pic. The Fiberweb and Avlation
businesses are now better placed Yo pursue their individuat strategies and
operational development as separate srganisations. The share prices of bath
companies have respanded well since the dernerger and we wish out former
colleagues in Fiberwoeb every good fortune In the future,

Results

The resuits for our Aviation bustnesses.in 2006 show
good progress over the prior year with sales of our
continuing operations up 9% 10 £950.5 million (2005:
£6875.1 milllon} and underlylng operating profitup
24% to £102.8 milion (2005: £83.0 million). Statutory
operating profit increased to £64.8 millon (2005:
£59.2 millien). Our profit before tax rose to £70.2
nillion (2005: £38.3 miltion) and there was aloss In
the period of £10.2 milllen (2005: profit £75.3 million)
Inclushe of a hass on discontinued operations of
£76.2 milllon after absorbing restructuring costs and
non-recurring ikems associated with the demerger
of Fiberweb of £118.6 million, We continued to Invest
In our Aviatlon businesses with £5¢ million being
spent oh acquisitions and £47 milllon on capital for
internal projects, We ralsed £28 milllton by sefling
Becorit, ourrail frictlon business based In Germany.

Dividend

As part of the demerger process the Board corsidered
its future policy in respect of the dividend payments
that It makas toits shareholders. The Board had
regard to the level of dividend cover, the [nvestment
apportunities and the overall indebtedness of the

Group, As a result of the review, the Board dedded
that it was appropriate torebase future dividend
payments and this was announced with ou half-year
results at the end of August. We maintained the
Interim dividend at 3.5p and this was paid on

3 November. The Board is now recormimending a
final dividend payment of 5.0p (2005:8 3p) bringing
the total dividend for the year to B.5p (2005: 11.8p}.
The tebased total dividend for the year is 7.1p.

Board and People

We are continuing with the search for a new

Chief Executive and once one has been appointed
| will become non-executive Chalrman. We are
working hard to ensure that we appoint the right
person to undertake this key role. We are hopeful
that the appointment will be completed in the
next few months.

Our previoys Chairman, Roberto Quarta, stepped
down on 17 January 2007 and this Brought to an end a
13-year association with the Company, first as CEO and
since 2001 as Chairman. Roberto played a major role
in the development of the Compary and Fwouid like
to thank him for his significant aoniribution 10 BEA,

BRA Avistion Arvwil Papert 2005

There have been a number of other changes to the
Board during the year. Richard Stillwell resigned at the
end of October and joined the Fiberweb board just
befota the demerger. Richard spearheaded our efforts
on S and was also Chairman of the Rernuneration
Committee, We thank him for at his efforts over the
last eight years and wish him all the best for the future.
Nick Land, previousty Chalrman of Ernst & Young LLP,
Joined the Board on | August and Mark Harper, CEO
of Filtigna pic, Jeined on | December. Subsagquently,
Hansel Tookes became 4 non-executive director
on 19 February 2007. Nick, Mark and Hansef bring
considerable experience to our Board and we lock
forward to working with them in the years ahead.
David Rough, who has served as a non-executive
director since 1998, wili retire from the Board at
the AGM on 26 April 2007. He will be succeeded
as Sendor Independent Director by John Roques
and as Chairman of the Remuneration Committee by
Mark Harper, whe will aiso assume responsibility for
CSR matters. Nick Land will assume the chalmanship
of the Audiit Committee from John Roques on
1 March 2007. Bob Phillips, whe has been on the
Board sinte 2000, is also due to retire at the next
AGM, We thank both David Rough and Bob Phillips
for their contribution.

In this report you will see what our people do
on adxily basts ta deliver services Lo our customers.
We are very appreciative of the hard work of all of our
emplayess who contribute so much to the success
of BBA Aviation.

Comorate Social Responsibility

As BBA Aviation strives ta meet the ever-Increasing
expectations of our stakeholders, we are mindful

of balancing tur efforts 1o Mmeet those expeciations
with our commitrnent ta the fundamentals of
Corparate Soclal Responsibility (CSR). Satisfying
the highest ethical standards, compliance with

the law, exercising appropriate sensitivity to the
need's of our emplayees, the communitias in which
we work, and the erwironment must be Integrated
with our business goals in a complementary manner.
This balance cannot be achieved uniess all of our
employees are engaged in this effort.

We have continuad 1o gauge the progress of
our CSR programme by participation in the annual
Business in the Community Corparate Responsibllity
Index, Qur index score for 2005 showed continued
year-to-year improvernent. In November 2006 we
agaln completed the Index survey and lock forward
to recelving Business n the Community's results
and business rankings in 2007,

DOnering 2006 we made considerable progress
towards improving the safety performance of our
member cornpanles. Two significant landmarks are
worthy of note. For 2006 we recorded a Company-
wide Recordabie Incident rate which met the target
we set al the start of the year and represented
the lowest annual Rate for our current portfolioof |
aviation businesses since we first started to compile
such sTatistics somme five years ago. In addition, our
Company-wide accident Severity Index was markedly
better than in 2005, exceeding lika caleulations in
any prior year, While these are encouraging results,
we realise that much wark fles ahead. Our goal is 1o
achleve 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 anticipata
further improvement In the months.and years tocome.

Outlook

The business aviation market Is strong, underpinned
by increased OEM backlogs for business jets, the
continued success of the fractional operators and
the antidpated introduction of Yery Light Jets (VLJ5)
during 2007 With cur market-leading portfelio of
businesses we are well positioned to exploit this
strength and also to play our part in continuing

10 consolidate what remains a largely fragmented
market, With an Increased order backlog and an

’ _ encouraging stark to the yeas we expect to make

further progress on a constant currency basis in 2007,
\s?iN -
Michael Herper
Executive Chainman
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Signature Flight Support—The fine art of second-guessing
Service is all about anticipation. Anticipation is born of experience. Sandy Henley has
worked in aviation since the 1960s. The years have brought her calmness and the ability
to second-guess the needs of pilots and passengers alike.

8l e 0 o o o
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Whether she’s guiding a plane to its hangar, shooting the breeze with an engineer _U_ _‘mﬁﬂo ) _Nm—.uo _..H
or driving a pilot to their favourite room at the Hilton, she effortlessly smoothes your . . .
Business Review—Overview

journey through the airport. Mislaid cell-phones find their way back to their owners,
favourite sandwiches appear from nowhere. And when a passenger finds a copy of
Newsweek, as well as the Wall Street Journal stowed in front of the seat for the return

Jjourney, it'l be because Sandy’s done her research.
Qur businesses

Wa principally focus on:

= Providing flight support to business and commercial aircraft at almost 153 locations worldwide

= Owverhauling turbine engines together with the supply and a_u.u= of related components

* Ucensing components from OEMs and assuming responsibility for theie suppost in the Aftermarket
«  Designing, manufactusing and repalring of aircraft fanding gear and hydraulic systems

» Tralning pilots and the prewision of other services at Qxford Alrport

Total sales £950.1m
[ |
Flght support Aftermarket services & systems
. 59% 1%
Counterclockwise from above © mmmmcbg ' hwmwnqg
Going over details with the fight crew, Slgnature £351.0m Engine Repalr £2604m
avery personal senvice, driving a piiot to ASIG £1954m Component Repair £453m
the Hitton for some sieep, a welcoming Landing Gear £561m
face on the rumway. Oxford £315m
¥
Industry acromyms AC)  Akbus Corporate Jethoer

AWARS Authorised Warranty and Repair Station
APUs  Auxilliary Power Unlis

884 Bosing Business Jet

CRC  Component Repatr and Overhaul

€1 Core Zone Inspection

ERQ  Engine Repai and Dverhaul

FBO Flxed Base Operation

GSE  Ground Support Equipiment

WS Instrument Landing System

TS International Turbine Services

QAT Oxford Aviation Tralning

OEM  Original Equipment Manlactuner
ﬁ?.q&ﬁnn_és
<r_
-

Very Light Jet

' (A Aviation Annual Repart 2006 Qkrectors’ Raport Butiness Review —Ovariew:



1. Michael Harpar (52
Execitive Chalrman

He wasappointed o the Board

in February 2005 252 non-
executive Cirectat, becoming
Interim CEQ in Februasy 2006.
He teenporarily assurmed the
role of Executive Chairman
‘with effect from 17 lanuary
2007 and on the appointment
of a new CEQ he will become
non-exacutive Chakman. An
engineer by training, be wasa
director of Willams pic and on
the demerger in 1000 became:
Chief Executive of Kidde plc.
He is Chairrman of Vitec Group
plcand a noreexecuthe
director of Unneca phc, Ricarda
iplc and Cathin Group Umited.

2. Andrew Wood (35)
Group Finance Director

‘Ha waiappointed 1o the Board

35 Group Finance Diractot

Ir January 2001. A charzered
managementaccountant he
was farmerty Group Finance
Director of acal Bleciromct ple.

Board of Directors

3. Bruce Van Allen {(ST)
President Flight Support

He was appointed o the
Boardin May 2002 He joined
Signature in 1993 and has
held variout pests since that
date, inctuding most recently,
CEQ of BBA Aviatioh North
Arnefica.

4. Mark Harpar (50)
Non-exearive Director

Filtrona pie, the intermational
spediality plastic and fibre
products supplier which
demerged from Bunzl pic
i June X005 He joaned
Bunztin 1985 where he
hedd a number of general
management pasitions.

He Is284"s CSR Responsible
Director and will become
the Chatrman of the
Remuneration Commitiee
on Dinid Rough's retirement
from the Board at the AGM
on 26 April 2007

ER . hob Phillips 67)

u He was appointed 10 The Board

5. Nick Land 59)
Non-executhve Director
Hewas appointed to the
Board in August 2006 He was
formerty Chakman of Emt &
Young LLP and a member of
the Global Executive Boacd of
Ermst & Young, pesitiens which
he held from 1995 1o 2006.
He s now a non-executive
director of Royal Dutch Shetl
plc, Vodafone Group Pic and
Ashmore Group plc. He abo
sis on the Cammbridge Judge
Business School's Advisory
Board and the Fitance and
Audit Cormmittees of the
Mational Galleryandts
chairman of the Practice
Advisory Boand of the institute
of Chartered Accountans of
England and Wales He will

becomne Chaimman of the Audit

Committes on | March 2007,

Non-sxecinive Director

nMay 2000, He 15 2 managing
director of The Clarecastle
Group, a New Yotk merketing
firro. He is also a Senior Advisor
2t Peter ). Sokomon Company,
aNew York independent
Lrestrvent acvisory Rith.

He was a board dwector of
Unilewver pic and Chalman

of Linilevers Mofth American
Commitiee, positions from
which he retired In May 2000,
He will retine from the Board
atthe AGM.

7. Johty Roquas 68}
Hon-executive Director,
Chaimman, Audit Commitiee

He was appointed 1o the Baard

inJanuary 1999 He isanen-
executive directar of Premier
Farnell pic and Henderson
Group pic. He was formerly a
partner at Deloitte & Touche,
retiring in 1999 as Senior
Pariner. He wil s1ep down

Independent Director on
David Rough's retirement
from the Baard at the AGM
on 26 April 2007,

BEA Aviation Anrsl Report 2006
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8. David Rough 56}
Mon-executive Diractor,
Seniorindependent Director,
Chairman, Remuneration
Committee

Hewas appainted o the
BoardinMarch 1958, Hesa
nom-execitive director and
Deputy Chairmnan of Xstrats
Group ple and 350 a non-
xbcutive director of Emap pic.
Land Securities pic, Mithres
Trust and Brown, Shipley & Co.
Lid Fot ten years, unti
December 2001, he was Greup
Director, levestments at Legal
& General phc. He wifl retine
from the Board at the AGM

on 26 April 2007,

9, Hansel Tookes (5%
Mon-executiva Director

He wasappowited tothe
Board in February 2007. He

is a nor-executive director of
Coming, Inc, FPLGroup, inc,
Harris Corporation énd Ryder
System, Inc. For nearly twenty

Executive Management Committee

Cotporate Development Duecton

Presiderd, Paght Support

0



Directors’ Report
Business Review—Marketplace

Sales by market

BEA Aviation principally provides services to the Business and Genesal

Aviation market with nearly two thirds of our sates In this sector. We also service
the Commerclal Aviation market, principalty flight suppoct, and have a limited
presence in the military market.

BBA Aviation ple

Commercal ation wog Mistary mo&

Basnessavon 65%

1
¥ 1
Fhght support Aftermarket services & systems

Commercial aviation 35%6 Commendial aviation 22%6

ey 12%

Butiness aation G5% Business svition B6%

10 BRA Aviation Annusd Report X006

Business and General Aviation

Despite historically high crude ol Costs and a related rise
In average retall Jet fuel prices to more than $5.00 per gallon,
Business Aviatlon continued to experience robust growth in
2006. Following a temparary softening in flying hours in early
2006 as vetail fuel prices peaked, business aircraft utilisation
recovesed and remalned strong for the balance of the year.
We antictpate organic expansion of flying activity of arcund
5% to 6% per annum in the short to mediurn term,

Anincustry record of over 1,000 turtine powered
business alreraft were delivered during the year and
forward-ooking forecasts from leading OEMs (Honeywell/
Rolls-Rayce) project mare than 12,000 new business jets
will enter service globally over the next 10 years. Demand
will be driven by the continued growth of raditional
corporate flight departments and fractional aperations,
the pepularity and accessibility nf let rard programmes.
the strong interest i the new dass of very light jet alrcraft
{VLIs) and the potential impact of security issues on
the commerdal aitllnes.
‘Worldwide Faxed Wing Turbine - Powered Business Alrcraft®

T

Jory Tubopiops Total =
Noith America 11,274 . BDB6 18,360 65%
Europe 1,804 9% 476 o
South Ameica 570 [R1] 1,674 [
Asia 519 451 970 ™
Africa %0 538 796 ™
Australia/ Oceanls 136 7 a6 %
(Region unknown) 1309 B [
Total 15252 13202 29,134 100%

[ ]
* BBJ and AC] included; axcludes other exscuiive-configured airlnars.
Source: Avdata/detHa, 13-11-06

The growing Businass Aviation market
Hours flown

14,000
12,000
104000
3,000
&p00 .
4000
290G

Dirwctory’ Raport iciircis Mrvitw—Wavbetplace

VLF's will start to-enter the market during 2007, These jets
typicalty weigh less than 10,000 pounds, cairy three tofour
passengers and have a range of between 1,100 and 1,300
nautical miles. The cost of these alrcralt starts at $1.5 million
and there arg currently appreximately 3,500 on oeder with
the market leader being Edipse which has an orderbook for
some 2,500 alreraft of which 500 are expected to be delivered
during 2007, Other key suppllers 1o this market are Adams,
Cessna, Emiwaer and Hondta. This is deardy another important
and positive trend that will provide significant Impetus to
the overall growth of the business aviation market.

Signature, our business and general aviation flight
support business, has experienced a significant Increase
in competition for the acquisition of other locations due
10 the recent strong interest that private equity tcompanles
and other organisations have shown Ininvesting in
“Infrastructure” assets. Despite this recent development
wre belfeve that we can continue (0 develop our leading
network by acquisition, particulary of smaller chans
and individual locations in the USA. We will also continue
our expansion in Europe and the fest of the wearld
where, 1o date, competition for these assets has been
less intense,

Overall the business aviation market remains highly
fragmented and we will play our part In its continued
consolidation.

Compound Annual Growth Rate mO\W

. [~ 3 - ~ L] - wy w0 "~
i EE 8228 R B2
Source TAA Asswnpac s Forecrd 2006-07



Flight Support—Expecting the unexpected

Early February in Dallas, a snowstorm sweeps in from the north. Ice and aircraft are a bad
combination: even a thin coating can disrupt airflow, prevent easy movernent of the flaps
and cause an aeraplane to stall. On receipt of a pitot’s request the de-icer has a narrow
window of time in which to blast the heated glycol-based fluid onto wings and fuselage,
o remave existing ice and coat the plane with an ice-suppressant.

_ﬂ-
L

“Accuracy is cruciak the dissct icce

of the pressurised sohution could damage
electronics embadded inthe noe cone
and windscreen. You have 1o know your
“planes and you have 10 et gravity do some
of the work for you.” — Cliff Monroe

12 BBA Aviation Annual Report 2006




Commercial Aviation

The Cornmercial Flight Support market overcarme the effect
of historically high fuel prices to continue its steady recovery
with several major carriers emarglng from bankruptcy
protection and others positloning to consolidate, refocus
and grow aperations. As atesult the pricing environment has
become marginally mare favourable although the market
remains highly competitive.

The trend for the major carrlers 1o cutsource fuelling and
ground handling sesvices has continued for the last two years.
North American caniers are seeking 1o reduce operating costs
further and this has aeated new sutsowrcing opporiuntties for
ASIG in higher skillhigher margln aciivitles such as ground
supporl equipment maintenande (GSE) Airport authorities.
are now following these trends with cutsourcing of faclity
and mechanical maintenance contracts.

We expect this market to grow at around 5% pet annuim
In the short to medium term.

Will we be successful in these markets?

BBA Aviation is ideally placed to exploit these uzanci
market opportunitles:
We are the market leader In a number of markets
inwhich we operate
- Signature {5 the workd's leading FBO network
with 81 wortdwide locations
~ ASIGis the largest Indlependent refuefler in
the USA and the UK and number two globally
= The ERO businass has market leading positions on a
number of the programmes in which it participates
= We dominate engine parts distribution on 2 number
of product lines and have the largest partfalio of
parts under licence from the OEMs
» There are significant barriers 10 entry
-~ The average lease term of our FBO network in
the USA s 16 years
- We are authorised by the OEMs for Engine
overhiauls on BO% of business and general aviation
engines nowin service
~  We llcense from OEMs aver 3,500 parts and assembiies
*+  We have a successful record of acquiring and integrating
new businesses. In the last five years BBA Aviation has
spent over £200 million on 25 businesses. The markets
in which we operate are highly fragmented and ripe
fox further consolidation
= We have a managermnent tear with many years
experience in the industry.

Strategy

Qur strategy s 1o maintatn a balanced portfolio of aviation
services and aftermarket businesses which have dear barriers
10 entry, a focus on the business and general aviation sector,

producing above average growth rates and attractive
financial retums. The key elements of this strategy are to:
+  Dewelop and expand flight suppor locations
and services globally
- Secure new aftermarket licences frorm OEMs
«  Expand component and repalr capability 1o
suppoit ERQ, landing gear and licensing opportunities
«  Target new OEM authorisations for ERC and increase
margins by continuing to imprave productivity
«  Fully exploit the synergles across our businesses
«  Continuously improve operational performance
and productivity

Principal Risks and Uncertaintles
BBA Aviation is ultimately exposed to the amount of flying
acthity undertaken prindpafly by business and general
aviation aircraft and toa fesser extent by commerdal and
military aircraft. The number of hours flown directly impacts
ourflight support organisation bui also over the longer tetm
our aftermarket services businesses. Tha kay risks that impact
thelevel of flying activity are:
Terronlst attacks and threats of attacks 1ogether with
recent international conflicts have Impacted reglonak
and intemational air travel. There can be no absolute
assurance that we will avoid adverse consequences
of anry futiwe attacks of threats, notwithstanding the
preventative measures that we undertake in co-operation
with airport authorities and other govermment agencies
+  Areturn to $80 per bared for crude and a corresponding
rise in et fuel prices for a prolonged perlod could again
slow flying hours
« (General economic conditions and business and
consumer confidence also impact the overall level
af activity In our markets

The Group has significant operations in the USA with
approximately 60% of pre tax profits being denominated
in US doitars. Although we are seeking to expand our
apetations In Europe and the rest of the world the reality
s that 669 of afl business and general aviation alrcraft are
located ln North America and it will remaln the dominant
rnarket inthe years ahead. Consequently our financial
performance in stetiing terms Is subject ta the effects

of fluctuations In foreign exchange rates, In particwar
the rate of exchange between US dollar and sterling.

The Group has a number of contingent llabllities that
might Impact its future performance. These are analysed
In note 2846 the Corsolidated Finzndal Statements.

Retaining owr key management Is of critical importance
to the Group. To aid this, work i in hand 1o Improve our
performance and talent management processes and give
sharper focus 1o our overalt compensation and benefits
affering to these people. :
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Business Review
Performance

Group
Revenue from continuing operations Incieased by 9%
to £950.1 milllion with organic growth of §%.

Urxderlying operating profitincreased 24% to £102.8
million witha particutarty strong performance from ouwr
Aftermarket Services and Systems businesses, which
were the main driver behind the significant improverment
in operating margins which Increased 1o 10.5%

{2005:9.59%)

Statutory operating profit Increased 60% to £94.8 milfion
a5 2 result of the increased underlying profit and areduction
in restructuring costs and non-recurring items for continuing
operations. Restructuring costs, amartisation of acquired
intanglbles and non-recuring items were £8.0milllanin” ’
2006 compared to £23.8 million In 2005, with the prior year
mastly refating to the closure of Millville,

Profit before tax Increased to £70.2 milllon from
£38.3 million.

Adpusted eamnings per shane were 11.4p {2005 98p)
Assuming that the interest benefit from the debxt transfered
to Fiberweb had been recetved from | January 2006 and
the reduced consolidated number of shares at 31 December
2006 were used in the calculation, adjusted earnings per
share would have been 14.6p.

There was a significant after tax loss for discontinued
operations of £76.2 million. This Indudes the results of
Fiberweb until the date of demerger on 17 Novernber and
the results of Becorit until its sale on 1 Decemnber. An anatysis
of these resufts is shown on the table In the finznclal section
of this report below and includes the costs of the demerger,
resuctwing charges and asset impalrment adjustments
associated with the demerger of Fiberweb, as disdosed in
the Information senk to shareholders pricr the demerger
being completed.

There was an overall loss inthe period of £10.2 million
(2005 profit £75.3 million) due to the losses associated with -
the demerger of Fiberweb.

Dirsctors’ Repert Business Review—Periommance

Cash flow from operating activities was £118.8 million,
significantly lower than the prior year of £174.0 million due

to the lower underfying operating profits fiom Fiberweb and
the cash costs of the demerger and associated restructuring
indtiathves. There was a free cash inflow of £3.1 million
compared to £86.3 million in 2005 which reflected the higher
capital expenditure of £91.8 million (2005: £73.3 milllon)
together with the lower cash flow ffom operating acthvities.
Assuming that Fiberweb had been demerged on 1 January
2006, free cash flow for the continuing businesses would
have been approximalefy £5%.¢miiilon. The Group invested
£49.6 milllon on Aviation acquilsitions during the perled
(2005: £28.0 million) to enter the components licensing
market, expand our business aviation network and add to
our portfolio of landing gear businesses The Group also

" ratsed £27.8 millionfrom disposing of Becorit, the ralt friction

business based In Germany.

Net debt was £3569 million, significantty lower than at
the end of 2005 {£527.1 millior). The lower debt resulted from
the transfer of £173.1 million of debt 1o Fiberweb prior toiits
demerger and the balance to the impact of exchange rates
on the translation of our dallar debt which reduced net debt
by £772.1 militon, This was offset by a net cash outflow of £76.1
million in the perled.
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ASIG—Looking after number one

The great bulk of a Virgin Airlines A340-600 rests on the tarmac at Heathrow, its engines
still warm from the incoming flight. In less than 90 minutes the plane and its passengers
will begin their onward journey to the Far East. Baggage handiers, caterers, cleaners,
fuel trucks and engineers are already buzzing around its wings and fuselage.



Ted Heath mans and operates an ASIG re-fuelling truck. Timing and precision are his
watchwords—"Driving airside is a whole different ball game; you need to have complete
control of your speed at ali times, signage is unlike anything you've ever seen on the
road and the vehicles you drive are unconventional”. Ted is a highly specdialised operator,
specifically trained and certified to re-fuel the A340-600 and a range of Boeing aircraft.
The equipment he uses is perfectly engineered: the A340-600 has a tank capacity of
more than 50,000 gallons and not a drop of it will fall on his gloves.

Abiwve: Pipetines bing fuel from Fawdey,
near Southampton o tanks on the sirpart’s
perirneter. A fur ther network of pipes
Carrhes it 10 aitfeld hubs. I2s inal few metres,
however, are Ted's province. Left: A fous-boit
fap covers the fuelinlet and estores the
wing’s aerodynamic form.
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Flight Support=Financlal Summary
|

2004 005 Lo ]
Em m %

Sales 5564 . Si44 B %

Organic growth % ™ %
Underlying operating profit 655 03 B
Operating profit % 11.0% %
Operating cash fiow 563 - 617 L1
Cashconversion % 5% 131%
AOIC %t % 125%

1

Flight Support operations showed good progress overall
with sales and operating profits well ahead of the prior

year. Total sales grew 10 £556.4m, an B% increase over 2005.
COrganic growth was 29, which was impacted by the poor
de-Icing seasons at the start angend of the year. Underiying
operating profits increased by 9% to £65.5m and operating
marging wert maintainoed at 11.8% {11, 7%} deenito the higher
costof fuel which effectively reduced margins by 0 49, Strong
opeating cash flow of £56.3 million was generated and

85% of operating peofit was converted into cash. The retum
oninvested capital improved over the yeat 1o 13.296(12.596)

- quarter of 2005.

Revenue increased by 14.19% 10 £361.0 milllon (2005: £316.4
million). Exchange rates reduced the sales growth rate by
almost 19%. Organic growth was 3% with the balance being
accounted for by higher fuel prices 6% and acquisitions 4%.
We continued to see good growth In fuel volurmes fram
fractional operators with increases of atmost 109 in the
year. Fractional operators continue to expand their share of
qur total business and now account for nearty 309% of total
revenue. Our non-fractional markets showed no growth
over the year but finished the year stronghy with growth In
the last quarter of approximately 79% compared to the last
Throughout the year, Slgnature continued teinvest In
improving the quatity and capadty of Its FBOs 1o support the
growing demand for business jet facilities, ramp and hangat
space. New facllitles were completed atindianapolis and
Chicago Palwaukee) and work began in July on a new £5
miillon state of the art terminal and GSE maintenance facility
2t Boston Logan International Aliport as part of Signature's

recent award of a 10year Jease extension at the aisport.

The acquisition of the former Millionair FBO at Thermal,
Califomla, a major resort destination for business jet

 operators near Palm Springs; the former Air § FBO a1 St.

Petersburg, Florida; and Le Terminal at Parls’ Le Bourget
International Airport, along with the successful tender to
commence FBO operations at Doncaster, UK, increased
both the size and scale of Signature’s leading FBO netwark,

Intotal, Signature now has 81 locatlons, of which 46
are in the USA covering 34 of the top 50 US Metropolitan
Areas, 150f 30 top US hub airports and 24 of the reported
top 50 fragtlonal operations alrports.

Signature also introduced a series of innovative new
pricing and customer loyalty programmes during 2006.
These are volume-based fuel incentives designed to
maxirise the value of the Signature netwark 1o alk levels
of business jet operators. Fieet Power™, Tenant Power™
and Net Power™ wete successful in adding new customers

. andincreasing volume among Signature’s exdsting

Signature
Signature-Sales.
¥
206 005 IcADue)
[ tm L)
UsA 1 2675 (1.3
Europe & ROW 83 488 412%
Totat 3510 3164 1%
[ |
t plus
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custorner base.
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Qutlook

The surge in business jet deliverles ts creating a growing
dernand for flight support services. Signature with lts
unrivalied network of quality locations, existing infrastructure:
and portfolio of fong-term lease agreements is well
positioned 10 take advantage of this trend.

Customer distribution

ractons it evenwe 2890

Hon-ractional Net Revenue “ NO\O
ASIG
ASKG-Sales
T
2906 005 nc/Ded)
Em im »
UsSA 1674 178 {267
Europe & ROW 8.0 i ¥ 9%
Total 195.4 1980 13me
[}

Total revenue at ASIG reduced slightty to £195.4 million
(£198.0 milion}. This was primarily as a result of 2 weather
related shortfall In de-icing activity, which reduced sales
by approximately £7 million compared to the prior period,
and Impacted the organic sales growth rate by almost 4%.
In additlon, ASIG continued with its policy of withdrawing
From uneconomic locations in Mizmi and Albany, which
reduced revenue by a fusther £5 million. However, ASIG
successfully introduced new higher margin services such as
GSE maintenance and recorded a number of new business
wins as well as being named the "Best Airport Operator”
for a second consecutive year.

ASIG continued to grow Its business globally. In Asiait
comemenced fuelling operations at Bangkok's new
Suvarnabhami international Airport under a 20 year
ficence agreement and was immediatety successful In
adkking new fuelling contracts with Baitlsh Airways, United
Alrlines, Singapore Altines and Lufthansa. ASIG also
expanded Its operations In Europe with the addition of
fuelling services at Austrla’s Vierna nternational Airport
and Durham Tees Valley Alrport in the Unilted Kingdom.

The Increase in GSE maintenance was a product of a
series of new business wins from a number of major airlines
Inctuding Delta, USAirways, Ametican and Jet Blue. fefuelling
coniracts were won with Southwest Afrlines at Denver and
SkyWest Alrlines at Los Angeles. Our cabin cleaning business
alsocontinued to grow in 2006, ASIG was awarded anew five
year agreemnent by Britkh Alrways 10 provide comprehensive
cabin deaning service at London Heathrow.

Outlook

The commerclal aviation services market is expected 10
grow organically at circa 5% per annurm whitst remaining
price sensitive and competitive. We expect further
consolidation In the Industry, which witl continue todrive
outsourcing cpportuniles in the higher skdll and higher
margin areas, where ASIG is well positioned,

Sales Product Mix
astrcnseviees 18%0
Cargo Services
6%
Ground Handling
: 28%
Fuel Services
48%
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Dallas Airmotive—Beyond detail

It takes 45 days for a jet engine to pass through the Dallas Airmotive facility at Forest Park.

For much of that time It's broken into thousands of tiny parts, each one tagged, bagged,

cleaned, replaced or refurbished, checked, double-checked, triple-checked and tested. |



Earl Carmichael heads Detail Inspection, examining the minutiae of each engine,
assessing wear and tear and testing tolerances. He's been with Dallas Airmotive since 1964,
his colleagues reckon he’s a walking overhaul manual. Nothing escapes his scrutiny and
maore than 40 years at Forest Park have only served to fire his passion for the fine detail

of engines and the continuous improvement of processes and technigues.

n BEA Akt dewnsal Mepert 006
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Above: Eartand Lowuts wnmerse thermsetves
in the detail of a test repoet,
L#f1.Convergence—an overhauled engine
reaches the end of its joumey, So0n ity
rrasshoe road will fli the test space.



Louis Fuentes is a rookie compared to Earl. He's only been with Dallas Airmotive

since 1979, But he's cut from the same cloth and puts as much care into his role as
Quality Contro! Inspector on the Rolls-Royce product line as he does into restering

his 1960 Thunderbird. Doris Shelion used to work with Earl in Detail Inspection but
her background is military: she worked as a mechanic for the US Air Force in the Pacific
Rim. She now works as a Production Control Manager supervising the mammaoth
mechanical journey that engines make through Forest Park, managing deadlines,
sub-deadlines and a myriad of other intricacies. Every mechanic, every engine, every
part that passes through Daltas Airmotive benefits from the years of experience and
hard-won knowledge of engines that people such as Louis, Earl and Doris share.

Above: Customer Services Manager
Jeanan Gizz liaises with an engineer.If 2
$16.000 bolt needs replacing she primes
the dient and has its purchase approved.

Lelt Dotis Shatton Is as adept at briefing a
Young mechanic on a detalled task a5 she
is at discussing the finer polnts of engine
pevformance with a veteranmechanic.
21 BA Avistion Arrual Report 2006
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Aftermarket Services and Systems
Aftermarket Services and Systems - Financlal Summary

Engine Repair and Overhaul

Engine Repair and Overhaul {ERD) -Sales
s )

2006 2005 eXDwe) 008 2003 IncDec}
im En L im im »
Sales - aesd 360.7 91%.  USA 2122 1953 7%
Organic growth 1159 % " Edrope & ROW 48.2 78 13251
Underlying ogperating profit 446 33 425%  Total 260.4 LA {25m
Qpetating profitk 3% 87 1
Operating cash flow 392 6.7 1347%
Cash conversion % 95% 04% Engine Repalr and Overhaul (EROY experienced 3 significant
ROIC % 20% 65% recovery in 2006. Organic revenue growth was 10% as our
L market share increased across a number of product Enes. The

Qur Aviation Senvices and Systems businesses recovered
strongtly in 2006, supported in particular by a much better
performance In Engine Repair and Overhaul. Total revenue
grew to £393.7 milllon, a 9% increase over 2003. Salesfor .

- .« the current year were Impacted by a change to a significant

contract In Europe which reduced sales by approximately
£24 million compared tothe prior perlod as the contract

was ammended to a consignment basis during the year,
Adjusting for this change organic growth was 1% Operating
profits increased by 43% to £44.6 miltlon (£31.3 million) 2nd
operatng margins Improved significantly to 11.3% (8.79%). This
was partly due to the acquisition of Onitic in February 2006
but alse 1o a significant improvemnent in engine repalr as the
impact of praductivity initiatives and rationalisatlon activities
began to come through. Qur return on invested capital

over the year (including goodwill previousty written offto
teserves} also showed an Improvement at 9.0% {(6.5%).

Dinectony’ Raport Busingss Review—Performancy:

order baddog at the end of the year was 25% higher than that
in 2006 and positions ERO well for 2007,

A significant effort to incease productivity was made
during the year and we dellvered improvements in tum
time, labour utilisation and quality. Facllity rationalisations
accomplished duwring the year brought decreased operating
cost in Dallas by reducing three sites totwo. A similar
successful consolidation ecourred through the relogation
of the Bournemouth RTC to the H+5 Aviation campus
inPortsmouth UK reduding two sites to one. We anticipate
contihued improvemnents from thesa initiatives In 2007.

The recently launched capability for PW300/500 services
yiefded significant growth as demand fos field service
and "on-wing* inspections increased during the year, The
rrature Pratt and Whitney Canada programmes, such as
JT15D, PT6 and PW100 likewlse saw a rise in Inputs to our
heavy maintenance facilities as well as Regtonal Turbine
Centres (ITCs) mproverrients in the ALF502 programme and
increase In TFE731 Core 2one Inspection {CZ1) work scopes
were major factors in the double-digit volurne growth seen
in the Honeywell programmes. The increased demand for
Rolls-Rayce Tay overhauls and the addition of the Tay 811-C
1o our product portfolo helped offset reductions associated
with an agelng Rolls-Royce Spey engine market.



In addition the 2006 Rolls-Royce "Corporate-Care” agreement
enabled Dallas Airmotive 1o increase Its support of both
engine and alrcraft producers whose customers prefer an
ongoing OEM maintenance programene.

Strong refationships with engine and airframe Original
Equipment Manufacturers (OEMs) remain in the foreground
of oyr business strategy. We have a balanced exposure to
moast of the main OEMs.

2006 Sates by OEM

Pratt &Whitney

39%

6%
Honeywel
31%
Rolls-Rovee
24%
Outlook

The Business and General Aviation market is forecasting
expansion in Very Light Jets and ERQ ks In negotlations with
anumber of OEMs to become a service provider In this new
market sector. The market remains highly corpetitive yet
evidence supports a continued favourabie trend in BRA
Avlation share and revenue growth. Leveraging both BBAs
component repair and overhaul facilities as welt as logistics
specialists, such as International Turbine Services (ITS}and
Barrett Turbines, provides significant advantages that are
particularty evident when comparing ERO to Its comipetitors.
with 21 distinct OEM authorisations, ERQ stands ahead of
its competitors with the broadest reach in capabillity and
product services.

Component Repair and Overhaut (CRO)

Component Repair and Overhaul - Sales
| §

2008 2005 L]

m m *

UsA 457 ue 5%
|

Total revenue grew to £45.7 million, a 84% increase over
2005 with the additlon of the Ontic aqulsition and the Impact
of full year sales for lnternational Governor Services {IGS),
acquired In mid 2005. Organk: growth was 3%.

The acquisition of Ontic In earty 2006 and Its Integration
Into the broader CRO organisation will provide a catatyst for
growth across the division. It will allow BBA Aviation to
offer a broad range of product support services for
somponents including entire engines, which Is unmatched
in the industry. It also provides an effective vehide to
transact these pioducts through Ontic’s licensing model.
The comined division has unparalleled knowiedge and
experience of the Issues and support neads of legacy
products and the proven ability 1o detfver the material and
services necessary to support the large operational fleets
that utilise this equipment.

K35 obtained AWARS (suthorsed warranty and repair
station) status from Honeywell late In the year, which wifl
allow them 1o repair a broader range of products. TS and
Barrett continued to augment thelr existing product Enes
by adding products like APUs {ausdliary power units
fiom Honeywell.

Outloak

The large operating base of Business and General Aviation
alreraft and the robust projections for continued aircraft
shipments over the next 10 years provide a strong business
base for CRO. The legacy mllitary aircraft that they support
also provide a selatively stable base, requiring parts and
service particulary with high levels of ongoing US

military acthity.

New product development for a number of large
commerdal aircraft and military transports and fighters
will stress the capacity of the OEMs to support customers
needs in the aftermarket which will resultin Increasing
need ta offload non-core o legacy products. There is
little competition to the licensing skills that Ontic has
established to acquire these types of products, which
should resultin sigrdficant growth opportunities for
our GRO business and the Group.

S84 Avistion Annusl Repar 2006

APPH-Touching down

When landing gear designed and built by APPH for the JAS39 Gripen Advanced
Combat Aircraft is despatched to Saab headquarters in Linkdping, Sweden, Graharm
Bennett follows. Hell ravel between the UK and Saaby's high-tech faclity in Sweden for
three months, fitting landing gear to the Gripen's lightweight, composite fuselage: adjusting,
re-adjusting and perfecting performance. Hell then oversee exhaustive testing of the gear’s
durability, performance and ability to withstand the extraordinary pressure of landing.

The erwironments he works in more closely resemble laboratories than workshops;

an exceptional degree of care, precision and expertise is called for. This is why

the service that Graham and others provide I5 as important to our clients as the
compaonents themselves.

Above. Complete control: making final
adjustments to the landing gear's micro-
switches. Overleaf; Testing one ol the
Gripen’s three multifunction displays with
Saab’s Magnus Uddman.
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APPH Group -
Landing Gear and Hydraulics
APPH-Sales
¥
2006 pod nclec)
£m £ L)
UsA 13 i 276.7%
Eurcpe & ROW 4.8 423 59%
Fotal 561 453 236%
i

Sales at £56.1 million were 24% higher than the prior
year, with the acquisition of Arnonl at the start of the year
contributing 15 percentage poirks of the increase, the
balance of 9% being crganic.

Owerall markets wese firm, with business aviatlon original
equipment supply showing good growih, The military
original equipment order bock increased substantially
during the year, reflecting the BAe Systems Hawk Trainer
and Augusta Westland EH101 helicopter order successes.
Spare parts sates, in all areas, showed an impravernent
over the previous yeat with repair and overhaul acthvity
reflecting a simitar trend. In the eary part of 2006, we were
awarded a contract with a value of $7.5 million, to design and
develop the landing gear system for the Korean Helicopter
Programme. in Decemiber, a contract was awarded to design,
develop and manufacture the Eurocopter EC175 landing
gear system, which has a potential contract value of circa
5100 million over 20 years.

The divislon's footprint also expanded during the year.
On 1 January 2006, we acquired the assets of Aroni Aviation
for an initial consideration of 45 milllon. Amenl Aviation is a
world leader in the supply and repair of Raytheon Hawkes 125
series sub-system components and rotables. On 5 February
2007, we announted the acquisition of CAP based in Wichita
USA for an inltial payment of $5.7 million. CAP specialises
inthe design and manufacture of hydraulic system
components, electra mechanical positioning systems
and access mechanisms used on a wide range of business
aviation and light jet programmes.

Outiook

The markets in which we operate are cuzenthy strong

and with the Increase in our order book during 2005, APPH
is well positioned for continued growth.

Dirwcion’ Report Bugness Review—Performance
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Oxford Training and Airport

Oxford-Sales
T
o006 005 ncADeq)
£m [ig] »
ux 3.5 a4 34 5%
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Ouford Aviation Tralnlng 'OAT)
OAT recovered well during the year with sales up 20%to £185
million and a strong recovery in profitability as the demand
for pliot training Increased and we started to benefit from the
new fair weather training fadility bocated in Phoenix, USA.
The outlook far QAT ts positive with ailines, such as BA,
BMI and Thamas Cock continuing to recruit Oxford studersts.
In 2606, Netjets have confirmed a spansored schemne with
OAT, moving OAT into the business jet training market.
We are also making plans to develop a more integrated
appreach to training which will broaden the services that
OAT supplies to the market.

Oxford Airport

During 2006 the Arport was successful inits planning
application towiden and strengthen the runway and
install an Instrument Landing System [ILS). The project

is expected to be completed by the summer of 2007
andwill cost approximately £5.5 mitlion. On completion
of the works, Oxford Airpost will have a 1300 metre long,
30 metre wide all weather runway, which will enable larger
commercial alrcraft to operate out of the Airport than

is possible today and positions the Airport for expansion
in the regional market. The airport upgrade will also make
the Airport more attractive to business avialion users.



Business Review
Financial Matters

Exchange Rates

A significant proportion of BEA's earmings are generatedin
US daoltars. The movements in this exchange rate since 2004
are shown inthe table below.

2004 oas 2006

5 Dollars - Average 143 182 184
- Spet 192 tn2 1.9

[

The average doliar rale usexd tu Iranslate our eamings has
remained relatively stable gver the last three years, However
the spot rate which ks used to trarslate the dollar assets and
frablities at 31 December 2006 was skgnificantly weaker at
$1.95. This has rethuced the value of our dollar assets and
kabilivies compared 10 31 December 2005 when the spot
rate was $1.72. If the recent US dotlar weakness continues
throughout 2007 ard the fate remains at clrca 51.96 the
translated value of the Groupy's 2006 pre tax profits would
be some £4 milllon lower.

Share Based Payments

The Impact of share based payments for continuing
operations during the year was ta Increase profits by
£1.5 milllion compared to a charge of £3.0million in 2005.
The movement was principally caused by a reduction in
the Company’s share price prior to an award vesting In
March. Compared to the prior year the Impraverent
benefited the results of Flight Support by £2.6 million,
Aftermmarket Services and Systems by £1.7 miflion and
central overhead by £0.3 million.

Restructuring Costs and

Amortisation of Acquired Intangibles

Restrutturing costs and amortisation of acqulred intanglbles
for continuing operations amounted to £8.0 million (2005
fncluding non-ecwring ltemsy £23.8 million). Further detalls
of these amounts can be found in note 2 to the Consolidated
Finandal Staternents.

Discontinued Operation

There was a significant after tax kass for the discontinued
operations of £76.2 milllon. This includes the results

of Fiberweb until the date of the dernerger on 17 Novemnber
and the results of Becorit until its sale on 1 December for
£27.8 million. An analysis of these results is shown on the
1able {(below) and includes the costs of the demerger,
restructuring charges and asset impairment adpustments
associated with the demerger of Fiberweb, as disdosed
I the information sent t& the shareholders prior to the
demerger being completed.

Analysis of the Resuits of DNscontinued Operations

im Im
UnJerlying operating peofit 27
Fiberwet Impairment charges. (0.5
Fiberweb restructuring charges {nn
Other 27
Fiberweb exceptionaly 349
Demerger professional fees (x4
Staff bonuses 0.2
Crher {1
Demerger cost {337)
Fiberwebyinterest costs (15
Lossbelore tax flom
distontinued operations. {994
Tax credit 22
Gain on dispasal of Becorit 165
Loss for the period from
discontinued operations {597}
Acquisitions

The Group acquited four aviation businesses during the year
and tock a further 40% share in the base at Athens (taking
our share to 91%) for a total consideration of £49.6 million.
We acquired two bases to further expand our business
avlation network and also added Ontlc and Amonl, These
businesses, which are detalled on page 36 of the Direciors’
Report, have contributed approximatety £36 million of
turnover in 2006, The falr market value of the assats acquired
was £19.8 miflion, debt acquired was £0.5 miltion, and the
resulting goodwill was £35.9 million.

WEA Avistion Anrwsal Report 2006

Disposals

During the year the Company dispased of Becoril, the
rallway friction busiress, for a consideration of £27.8 million
resulting in a profit on disposal of £16.5 million,

Intarest

The net Interest charge was £24.6 million (2005: £209 million)
with the increase mastly refating to higher US interest rates,
which has been offset In part by the inchusion in the prior
period of 3 £2.6 millon charge in respect of a dhidend

on preference shares that were redeerned In June 2005,
Interest cover was 4.2 times (2005: 40 times). Assurming that
Fiberweb had been demerged on 1 January 2006 Interest
costs would have been approximately £17.0.milllon and
Interest cover 6.0 times.

Tax and Dividends
The normalised tax rate for continuing operations was
2999 (2005: 25.4 %) with the increase In the rate reflecting
a significant shift in the mix of profits to the USA with the
dernerger of Fiberweb and the inclusion in the prior period
of a release of a psewision for a potential tax exposure In the
UK, which was no longer required. There is expected lo be
sorme upward pressune on the rate in the short to rmedium
term due to the limited opportunities avaitable for tax
planning and the potential lack of tax capacity In the UK.

At the time of our interirn results announced on
31 August 2006 the Board explained that in the light
of the demerger of Fiberweb it had decided to rebase
future dividend payments. The Interlm dividend for 2006
was maintained at 3.5p (2005: 3.5p) and the 8oard Is now
recommending a final dividend of 5.0p (2005: 8.3p} bringing
the total dividend for the year to 8.5p [2005: 11.8p). The
rebased total dividend lor the year is estimated at 21p.

Oirectory Ruport Susiss Revirw—Financal Matters

Pensions

The overall value of cur scheme assets has fallen 1o

EA77 eniltlhon (2005: £500 milion), whilst labliickes have fallen
further to £498 million (2005 £565 milion). This has resulted
In a ovat deficit of £21 milllan at the end of the year compared
1o £65 million at the end of 2005. The deficit can be broken
down between UK schemes £11 million and overseas
schemes £10 milllon, Following an actuarial valuation of

the UX schemes in 2004, the Company made a spedal
contritaution of £5 million during 2005 andt 2006 and a further
contribution of £3.5 milllon will be made in 2007, after which
the situation will be reviewed again. Following the demerger
of Fiberweb the Company agreed tosettle the Section 75
debt arising of £12 million. This contribution was made in
Janwary 2007 and Is Iikety to result In the eradication of the
defidtIn the UK schermies on an [A519 basls.

In 2006 the Company benefited from a cunailment gain
of £1.5 million in respect of its UK pension scheme assodated
with the departure of Fiberweb emplayees from the scheme
a5 41 the date of merget, This iLeim has been accounied i in
unallocated central overhead of continulng ofserations n the
segmental anakysis as It relates to the reduction of a future
liabifity for BBA Aviation plc.

Cash Flow and Debt

Cash flow from operating activities was £118.8 million,
sighificantly lower than the prior year of £174.0 million, due
principalty to the lower undertying operating profits from
Fibesweb and the cash cost of the demerger and associated
restructuring initiatives. There was a free cash inflow

of £3. milllon compared ta £85.3 milllan in 2005 which
reflected higher capitat expenditure of £91.8 million

{2005: £73.3 million) together with the lower cash flow from
operating activities. Assuming that Fiberweb had been
demetged on | January 2006, free cash flow for centinuing
operations would have been appraximately £55.0 million.

Net debit was £356.9 million, significantly lower than at
the end of 2005 {£527.1 million). The lower debt resulted from
the transfer of £173.) milllon of debt to Fiberweb prior to s
demerget and the balance to the impact of exchange rates
on the transkation of pur dolfar debt which reduced net debt
by £77.1 millian. This was offset by a net cash outflow of
£76.1 million in the perlod.

Gross capital expenditure increased 1o £91.8 million
{2005; £73.3 million) and represents 1.3 times depreciation
{2005: 0.9 times}). Aviation expendituie amounted to
£47.0 million (2005: £39.9 million} with Fight Support
accounting for the majority of the expenditure {£29.4 milllion)
principally relating 10 investment in our FBO facilities In
Boston, Teeterboro and Parls and in the start up of our new
commercial handling operation at Bangkok airpost.
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A significant proportion of our debt Is held in US dollars as
ahedge agalnst our US dollar assets. The weakening of the
US dollar againsk sterling has had a significant benefidal
Impact on the translated value of our dollar debt. Aprofile by
cutrency Is shownin the table below:

{Debt)/Cash profile by currency

T

1006 a5

M £m
Sterbieg 187 503
US Dottars asn 310}
Ewros 185} {183
Others 2 an
Total {3571 {527

[

The Group has a syndicated multicurrency ioan for £550
million that will expire in 2009. We currently have headroom
of approximately £110 miflion and have the flexibility to
capitalise on investment opportunities as they arise.

The Group policy with respect (o cash depasits is Lo 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 thelr credit rating. Deposits are
generally for short-terrn maturity (ess than three months).

Financiat Risk Management and Treasury Policles
The main finandal risks of the Group relate to funding
and kiquidity, interest rate fluckuations and currency
exposures., A central Treasury department that reports
directly to the Group Finance Director and operates
accoiding to objectives, policies and authorities approved
by the Board, performs the management of these risks.
The overall policy objective [s to use finanaal instruments
to manage finandal risks arising from the undertying
business activities and thetefore the Group does not
untertake speculative transactions for which there is

no underlying financial exposure. More details are set

out In note 17 to the Consolidated Financlal Statements.

n

Funding and liquidity

The Group’s operations are financed by a combination of
retained profits, equity and borrowings. Bomowings are
generallyratsed at Group level from banks and then lent

1o operating subsidiaries on commnercial terms. The Group
maintains sufficient available committed bomrowing facliities
to meet any foiecasted funding requirements.

At the end of 2006, the Group had committed bank
facilities of £550 milllon of which £78 miflion was undrawn.
In addition, the Group maintains uncommitted facilities for
daily working capital fluctuation purpases. At the end of
2006 the undrawn amount of these uncommitted facilities
totalled £19 million.

Interastrate risk management

The intefest rate exposure arlsing from the Group's
barrowing and deposit activity s managed by using a
combination of fixed and variable rate debt instruments
and Interest rate swaps. The Group's policy with respect
1o interest rate is to fix portions of debt for varying perlods
based upon our debt matuiity profile and an assessment
of interest rate trends. At the end of 2006 approximately
38 per cent of the Group's total bomawings were fixed at
welghted average Interest rates of 4.5 per cent for varying
terms up to three years.

Carrency risk management

The Group's policy Is to hedge all sigréficant transactional
currency exposures through the use of forwaed currency
contracts. It is atso the Gioup's policy to hedge overseas
capital emptoyed, Including recognised goodwill,
between 50 and 85 per cent by means of currency loans
and currency swaps.
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Business Review

Corporate Social Responsibility

As BBA Aviation strives tomeet the ever-increasing
axpectations of our stakeholders, we are mindful of
batancing our efforts tomeet those expectations with

our cormmitment to the fundamentals of Corporate Social
Responsibllicy (CSR). Satisfying the highest ethical standards,
compliance with the law, exercising appropriate sensithvity
to the needs of our employees, the coramunities In which
we work, and the environment must be integrated with our
business goals In a complernentary manner. This balance
tannat be achieved untess all of cur employees are engaged
ini this effort. Responsibility to the Board for relationships with
all our stakeholders lies with the Group Chief Executive.

Shareholdars

We are fully committed to increasing the value of

the business to our shareholders and therefore to
communicating with our shareholders to reassure thern of
our focus on enhancing the value of the business, In addition
to publishing our CSR reports on the Group's website and
requesting feedback, we regularly discuss CSR issues with
them. These discussions and the feedback we have recetved
via other channels offer vatuable insights Into those areas
that we can expand upon in our futwe reports to better
tneet the needs of our shareholders.

Our people

It is our obligation as 3 company 1o ensyre that, regardless
of where they work or whiat Job they are performing,

our employees have a safe, secure, and fulfilling work
environment that affows them to reach their fuff potential.

In order to be cormpetitive in the markeiplace and to
ensure that we are positivelyimpacting the communities in
which we do business, we must first invest in the health of
our employees. Protecting our employees” health and safety
ks therefore our number one priority.

We value the talent that each individual brings to BBA
Aviation. Helping afl our employees play 1o thelr strengths
and improve their skills, in both thelr job functions and thelr
interactions with customers, is a key area of investment
for BBA Aviation. i [s our belief that by 50 doing, we can
continuously Improve the calibre of our peopie, enhance

_ the success of gurbusiness, and positivety impact the world

around us.

Fair Treatment, Diversity, snd Businass Ethics

Our people form the foundation of each BBA Aviatlon
business, To sustain a committed, progressive waorkforce, It is
critical that we treat olr employees equitably. A large part of
this investment in our employees Involves ensuiing that we
operate faitly at all times and do not permit discimination
against any employee o applicant for employment on the
basis of race, religion of creed, colowr, gender, disability,
natlenal orlgin, age, military status, veteran status, sexuak
orientation or marital status. This indudes giving fult and fair
consideration to suitable applications from disabled persons
for employiment and making appropriate adjustments

50 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
tofind suitable alternattve employment and to provide
relevant raining.

Mot just 2 managerment phllosophy, we belleve in
Instiling this cammitment 1o falmess i our entire staff, and
require that all ous employees abide by the highest standards
of ethlcal conduct, as reflected in the Group's Corporate
Soclal Responsibility and Code of Business Ethics Policy.

Reporting
tn July 2006 we Issued our fifth annual Corporate Soctal
Responsibility Report. The text of the Report can be found on
the Company’s webslte. We encourage youto examine the
Reportand to comment on our performance as well ason
the scope and content of the Report. In the past our Reports
emphaslsed health, safety and environmental performance,
While these are critical elements of any measure of cur
CSR competence, we regognise that other elements such
as workplace diversity, comrnunity, and supply chain
management deserves equal emphasts (o ensure 3 balanced
and complete CSR programme, During 2006 owr CSR
Steening Committee turned its attention to these factors,
exploring new (nitiatives to brlng those factors to greater
prominence within our corporate culture. -

We have continued o gauge the progress of cur
(SR programme by participation in the annual Business in
the Community Corporate Responsibility index. Qur index
score for 2005 showed continued year-to-year Improvemnent,
InNevember 2006 we again completed the Index survey
and lock forward to recetving Businass in the Community's
results and business rankings in 2007,



Raalth and Safaty
Health and Safety risks are assessed through a dedicated
team of health and safety professionals operating at varlous
levels throughout our organisation. This includes three
senlor tevel managers and numerous site-based managers
who employ web-based audit and training teols and who
tegularty evaluate site pesformance. Performance statlstics
such as recordable incldent data, accident severity, lost
work days and workers compensation claims are compiled
on a cantinuous basis and reported to the Board, Executive
Committee and senlof line management. lrmprovement
plans are formulated and performance targets are set for
all our business units on an annual basls.

During 2066 we enjoyed considerable progeess
toward Improving the safety performance of our member
companies. Two significant landmarks are warthy of note. At
year-endwa racorded aCnmpany-wite Asrardable incident
Rate of £.6; meeting the target we se1 at the commencement
of 2006 and representing the lowest annual rate for the
cutrent portfolio of our aviation businessas since we first
started to complle such statistics some five years ago. In
addition, our Company-wide accident Severity Index was
44 5, markedly better than during 2005 (64.4), exceeding ike
calculations in any prioi year, White these are encouraging
results, we realise that much work lies ahsad, Qur goal s to
achieve an Industry leadership role In safety practices and
performance. As the safety improverment programmes
that are now embedded in our aviation service businesses
continue to mature, we anticipate furtherimprovernent in
the months and years o comne.

The Environment

Evaluating ervironmental risks assodated with the
opeiationof our businesses and managing those rlsks
continues to recelve senior management leve! focus within
BBA Aviation. The same audit and training tools employed
tomanage health and safety risk are utilised 1o identify
Issues of envitonmentat compliance and rlsk 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 extemal consultants toconduct a seml-annual
*Envirenmental 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 m:?.msfm
take stock of our environmental performance under the
scrutiny of external evaluators.

BBA Aviation requires each of gur businesses towork
towards reducing our enviranmental footprint. For a number
of years, the Group has focused on identifying and improving
performance on its key areas of enviionmental impact, which
Indude waste creation, energy ard water CONSUMmpion.

In additon to focusing our attention on these three
key Imipacts, we continue to encourage our businesses
to became certificated 16 SO 14001: Environrnental
Management Systerns. During 2005, a number of
sites received re-certification visits and retalned their
certification status.

Supporting our kocal communities and Improving
our stargunding environment remains a priorty for BBA
Aviation companies. We continue to demonstrate our
commitment tothe erviconment through many activities
and initiatives, including Dallas Airmatives’ projects to
develop environmentaily-friendly coatings, H+5 Aviation's
work with the Carbon Teust to reduce energy consumption,
and Signature Flight Support's sustainable design
requirernents for the development of a new terminal
at London Luton Alrport,

Suppiiers

Centralised procurement is one method that BBA Aviation
uses to promaote our CSR prindpdes through tha suppdy chain
We encowrage each of our businesses to centralise their
procurement processes when feasible, and source materlals
and services locally when centralised procurement

Is impractical.

We continue to actively work with suppliers and
¢ustomers 1o design and develop products that do not
adversely impact the envirsnment, health, or safety of
our broader communites.

Local Communities and Charitles

Supporting the kacal communities in which we work and
Improving our surrounding environment is of paramount
Importance to BBA companies arourd the world. We
recogrise that we form part of the boader globat
community. it ts our responsibility, as a good neighbour,
to contribute to those lotatlons where we are resident.

In addition to providing support to our surrounding
cornmunities throwgh out practices of local employment,
lecal training and, where appropriate, the purchase of
lecal goods and services, we are proud te play an aclive
role in a variety of local acthvities and charitles.

A Board Priority

We remaln committed to CSR and it is a priority for the
Board to make further progress during 2007, We will report
onour progress during the year.
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Our Vision

BBA Aviation embraces its ongoing responsiblity to
impact positively on society and the environment through
the operation of its companies and the conduct of its
personnel. This responsibllity includes epen and frequent
communications with our stakeholders, employees and
CUSLOrners, as well as with the communities In which

our companies reside, on matters of health, safety, and
environmental protection and preservation, and falr and
equitable competition and empioyment practices. # is the
Indlvidual responsibility of all BBA managers to ensure that
these aritical corporate values are respected throughout

our dally business operations.

Supporting this Vision are six key values that dictate the manner in which we do husiness:

@ =
@ @

Integrity

We earn the trust and
respect of our shareholders,
employees, custormers and
business partners by being
honest, fall and open and by
honouring our comendiments.

Responsibliity

We are committed to

living by the principles and
practices established by our
Group corporate and social
1esponsibility and business
ethics policies, which enable
us to manage effectively
our impact on saciety and
the environment.

Integrity

mm>\(

Safery

Wa are fundamentally

and proactively committed
to safety and security—

the dentification, evaluation
and elimination of hazards
that coutd cause harm

to people, property and

our environment.

Service

We strive continually to
enhance the value of our
service (o custommers by
anticipating their needs,
finding effective, and
innavative solutions to their
problems and investing

In new systerns, products
and technology.
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Respensibility

Peaple

We are commltted 1o
investing in our people,

to their development
through training and

to providing them with
opportunitles for rewarding
careers that sLppoIt gur
leadership position in the
aviation markets,

Performance

We focus continually on
business performance.
Delivering reliably the results
we promise |s essential to
success in BBA Aviation and
10 continued confidence in
the future of our business
amongst our stakehelders.
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Directors’ Report

Additional Disclosures

Group results and dividends
Thea results for the year ended 31 December 2006 are shown
in the Consalidated ncome Statement on page 60.

The directors recommend the payment of a final ordinary
share dividend for 2006 of 5.0p net per share on 18 May 2007
to shareholders on the reglster at the close of businesson
13 April 2007, which together with the interim dividend paid
on 3 Novernber 2006 makes a total of 8.5p net per ordinary
share for the year (2005: 11.8p).

Acquisitions and disposals
1. Acqulsitions

1.1 On 3 January 2006, the Group purchased Arnonl Aviation
Services Inc. for an Immediate cash consideration of
$5.0million {£2.9 milllon} and a defered contingent cash
consideration of up to $2.0 milhon (£ 1.1 million).

1.2 On 17 Febiuary 2006, the Group purchased an F80 at
La Quinta, Californla for an immediate cash conslderation
of 58.1 million {£4.6 milllion) and a deferred contingent
cash consideration of $0.4 mullion (£0.2 million).

1.3 On 24 February 2006, the Group purchased Ontlc
Engineering & Manufacturing foe a consideration of
$67.0 million (£38.5 miflion).

1,4 On 1 Aprlt 2006, the Group purchased Blowlhex GmbH
for an imimextiate cash consideration of €3.8 milllon
(£2.7 méllion} and a deferred contingent cash
considesation of €0.7 millon (£0.5 million).

1.5 On 26 April 2006, the Group purchased a further 40%
of the shares of Athens Aviation Services for a
conslderation of €1.7 million (£1.2 miflion).

1.6 On 27 October 2006, Signature purchased Ali-1 Alrcraft,
LLE at 5¢ Petersburg, Florda for $4.5 million (£2.3 million).

2. Disposals

2.1 On 17 Novernber 2006 the demerger of the Fiberweb
business became effective.

2.2 On 1 December 2006 the Group sold Becorit GmbH o
Wabtec Corporation, USA for €39.7 million {£26.8 million),
on a debt free cash free basis.

The cansideration relating to the varkous acquisitions and
disposals stated abave reflects exchange rates at the date
of announcement of the relevant transaction. .

Events after the balance shest date

On 2 February 2007, the Group acquired the assets of
Commesclal Alrcraft Products LLP. Fuller detalls are set out
in note 26 1o the Consolidated Financlal Statements.

Changein share capital

Changes In share capiial are shown in note 22 tothe
Consolidated Financial Statements. In particular the
nominal value of an ordinary BBA share changed from 25p
0 20"/np as a consequernce of the share consolidation
on Fiberweb’s demerget.

The Company was given authority to purchase up to
14.99% of its existing ardinary share capital at the 2006
Annual Generat Meeting. This was senewed at the Company’s
Extraordinary General Meeting held on 15 Navember 2006
in refation to the consolidated share capital of the Company.
The authaority will expire at the conclusion of the Annual
General Meetlng in April 2007 unless renewed. Accordingly,
a spedial resolution 1o renew the authorty will be proposed
at the forthcoming Annual General Meeting.

Details of the resplution renewing the authority to
purchase ordinary shares are Included with the Notice of
Annual General Meeting enclosed with this Report.

The Company purchased and cancelled nine ordinary
shares at a price of £2.72 per share during the year as part of
the preparatsns for the demerger of the Fiberweb business
and the share consolidation of the Company’s ordinary
shares and to avoid the creation of a fractional share.

Substantial shareholdings

The Company has been notified, as at 26 February 2007,
under section 198 of the Companies Act 1985 (as amended)
of the following interests, which represented 3%or more of
the exdsting issued ordinary share capital of the Compary:

Numbir »
Barclays PLC 15,215,345 154
Avivaplc 15,645,162 39
BRA Aviaticn Atwmali Repart 206

;) m ™

The Company has been notified, as at 26 Febiuary 2007,
under the proviskens 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.

Schroders plc 766
Prudentlal pic 685
Standard Life Investents 651
Credi Suisse: an
Legal & General Gloup pic 137

Ressarch and development

The Greug continues to devote considerable effort and
resources ta 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 substantlally different from
the vatues included in the Group’s financlal statements.

Financialrisk management and treasury policies
The financial risk management and treasury policies
of the Group are set out on page 32 and [n note 17 and
18 to the Consolidated Financial Staterents.

Board of directors

The current directors of the Company at the date of this
report appear on pages 8 and 9. Nick Land was appointed

to the Board on 1 August 2006, Mark Harper was appointed
to the Board on 1 December 2006 and Hansel Tookes was
appointed 1o the Board on 19 February 2007, but all the other
curmrent directors held office throughout the financlal yaar
under review.

Diractors”interests in shares
Directors’interests in shares and shace options are contained
In the Divectors’ Remuneration Report.

Directors’indemnities

On 12 October 2006 the Company entered into deeds of
indemnity in favour of each of its then directors {on Identical
terrns) under which the Company agreed to Indemnify each
director against llabilities incurred by that directos in respect
of acts or omissions artsing In the course of thelr office or
otherwise by virtue of their office. The Company entered
into a deed of idemnity on Identical terms in favour of Mark
Harper on 17 January 2007. All of these are qualifying third
party indemnity provisions as defined by section 3098 of
the Campanies Act 1985. At the date of this report, these:
Indesnnitles are in force for the benefit of all the current
directoes of the Gompany {other than Hansel Tookes),

Dirvctors’ Repert Adciuonal Drclrsuces

Suppliers paymaent policy

The Company and Group's policy is to settle terms of
payraent with suppliers when agreeing the terma of gach
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 A 1 G | Meeting

The Company’s Annual General Meeting will be held on

26 Apeil 2007. Accompanying this report is the Motice of the
Annual General Meeting, which sets out the resolutions to

~ beconsidered and approved at the meeting. As well as more

routine matters, resclutions are being proposed to amend
the Company's Articles of Association relating to borrowing
powers and indemnities. The resclutions are explained ina
letter from the Chairman which accompanies the Notice,

Charitabla and political donations
Group donations 1o charities workdwide were £223,800 {2005:
£143,000) with UK charitles receltving £6,000{2005: £4,000}.

No donations were made to any political party In elther year,

Auditors

As required by section 234ZA of the Companies Act 1985,

each of the directors, at the date of the approval of thts

repoit, confirms that:

{a) sofar as the director Is aware, there is ne relevant audit
information of which the Company's auditors are
unaware; and

{b) the director has taken all the steps that he sught 1o have
taken as a director tomake himsetf aware of any relevant
audit information and to establish that the Company’s
auditors are aware of that inforrnation,

Words and phrases used in this confirmation should be

imerpreted in accordance with section 23424 of the

Companies Act 1985,

A resolution to reappoint Deloitte & Touche LLP a5
auditors of the Company will be proposed at the Aanual

General Meeting.

Directors'Repaort appioved by the Board on 26 February
2007 and signed on Its behalf by:

Machael Harper Andrew Wood
Executive Chalrman Group Finance Director
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Directors’ Corporate Governance Report

1 Compllance

2 The Boasd's Role

3 The Board and Independance

4 Chairman and Group Chief Executive

5 Board Appaintments

& Information and Professional
Develapment

1. Compliance
The Board is commiltted to ensuring high standards
of corporate govemance are maintained at BBA.

The Company applies the principles of cotporate
governance set out in Section | of the revised Combined
Code issued In futy 2003 through its own behaviour, by
manitoring corporate governance best practice and by

adopting approprlate recommendations of relevant bodies.

The directors can confirm compliance throughout 2006
with the provisions set out in Section 1.of the Combined
Code except that bonuses and benefits In kind of certain
executive directors are historically penslonable. This Is
explalned further in the Directars’ Remuneration Report
on page 56.

The auditors’ report concerning the Company’s
compliznce with the Combined Code appears on page 59.

2. The Board's Role

The Board recognises its collective resporsibllity for

1he success of the Company. Its role includes praviding
effective leadership and setting the Group's strategic alms.
It assesses business opportunities and seeks to ensure that
appropriate controls are in place 1o assess and manage risk.
It Is responsible for reviewing management’s performance
and aversees senior level succession planning within the
Group. The Board s responsible for setting the Company's
values and standards, ensuring the Company's obligations
1o its shareholders are met.

3

7 Performance Evaluation
# Board Committees.

9 Audit and Accountability
{3} Firanclal reporting
(b} Audit Cormmittee
&) Systems of Internal Controt

10 Shareholder Relations

There were slx scheduled Board meetings in 2006 which
were artended by all the directors. These meetings focus on
strategy, financial and business performance. During 2006,
stx further Board meetings were called to discuss various
manters relating te the restructuring of the Gioup. Due to the
fact that these meetlngs were called at shart notice, certain
directors were unabie to attend as follows: Bob Philllps one
mweeting, David Rough, John Roques and Richard Stillwed,
two meetings each. During the year the Board agenda
was set by the Chairman In consultation with the Groups
Chief Executive, the Group Finance Director and the
Group Secretary.

The Board has a formal schedule of matters reserved
to It for dedision including approval of matters such as:
«  strategy and objectives
- Group policies
«  annual budgets
+  dwvidends
«  acquisitions and disposals of businesses
+ expenditure oves a certain mit
+ financial results
+  appointments to the Beard

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

The Baard's policles and proceduses are set out
In a Directors' File which ks provided 10 all directors on
appointment and which Is routinely updated.
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3. The Board and Independence

Al the date of this report, the Board cormprises an executive
chalrman, two executive directars and six non-executive
directars who contribute a wide range of complementary
skllls and experience. A shart blography of each current
director Is set out on pages 8 and 9.

Appotntment of Exacutive Chaiman

On 1B January 2007, the Company announced that

Roberto Quarta had decided thatit was the appeopriate
time 1o step down as non-executive Chaloman. It was stated
that Michael Harper would temporarily assume the rale

of Executive Chairman and, on the appaintreent of a new
Group Chief Executive, Michael Harpes would become
noh-executive Chairman,

In principle, the Board bs fully supportive of the provisions.
of the Combined Code which state that the roles of
chairman and chief executive should not be exercised by
the same individual and that on appointment the chairman
should meet the independence wilerd set out in the
Code, The appointment of Michael Harper as Greup Chief
Executive was, and rematns, an interim measure until the

appaintment of an appropriate individual 1o assume this role,

Michael Harper's appointment as Executive Chalrman will
immediately cease when a Group Chief £xecutive has been
appointed and Michael Harpet will thensesuma his position
as a nan-executive director on the Board, becoming non-
executive Chaiman.

The Board considered alternative arrangements and
concluded that the Company's interests were best served
by this interim proposal, The Board is aware of the risks
anddifficulties potentially posed by the role of Executive
Chairman. It believes that If any such Issues did arlse the
impact would be mitigated by the presence on the Board
of an experienced executive and a strong non-gxecutive
element under the guldance of the Senior Independent
Director (David Rough to retirernent In April 2607 and,
theseafter, John Roques). The Board conisiders that the good
governance of the Board and of BBA is not threatened nor
will it be impaired by the appeintment of Michael Harper as
Executive Chainmian,

The Board believes that, In the circumstances outlined,
the appointment of Michaet Harper a3 Group Chief Executive
and subsequently as Executlve Chairman has the support of
Its major sharehalders.

Directary’ Corporate Govermiands Repart

Changes During the Year

During the year, the Chaitman of the Board was Roberto
Quarta, who had been appointed 10 that position in 2001,
from 1993 to that date he was Group Chief Executive, During
the year, Roy McGlone was Group Chief Executive until his
reslgnation on 27 February 2006. Michael Harper (appointed
nan-executive director on 23 February 2005) was appointed
as Group Chief Exacutive on 27 February 2006 in Roy
McGlone's place. As mentloned above, Michael Harper was
appolnted tothe temporary position of Executive Chairman
an 17 January 2007, frorm which role he will retize following
the appointment of a new Group Chief Executive, The search
for a new Group Chief Executive Is being activety pursued.

Diavid Rough's appointment as non-executive director
expires on 1 March 2007 having served on the Board since
1998, His appointment will be extended 1o the AGM on
25 April 2007, on which date It is intended that he will
retize from the Board. David Rough Is the Board's Senlor
Independent Director and he is available to sharehaolders
i they have concerns that normal channels of contact with
the Board woutd not resotve. David Rough will be succeeded
as Senior Independent Director by John Roques. David
Rough was appointed as Chairman of the Rernuneration
Committee following the resignation of Richard Stillwell
from that position on 29 August 2006 in connection with the
planned demerger of Fiberweb. On retirement, David Rough
will be succedded as Remuneration Committee Chairman
by Mark Harper.

On 1 August 2006 Nick Land was appointed ta the
Board. As required by the Astides he will be standing for
election at the forthcoming AGM. His extensive financlal
and accounting expenence will enable him to make
an important contribution to the Board and the Board
therefore recommends his election It was announced
on 18 January 2007 that he will assume the chaimnanship
aof the Audgit Committee from John Roques on 1 March
2007 following the announcement of the preliminary
esults on 27 February 2007,

On 31 Cerober 2006 Richard Stithwell resigned from
the Board In connection with the proposed demerger of
Fiberweb and his appointment as a director of that company.
He had previousty stepped down as Chairman of the
fiemuneration Committes of BBA on 29 August Z006.

On 1 Decernber 2006 Mark Harper was appointed
10 the Board. As required by the Artides he will be
standing for election at the forthcoming AGM. His election
Is recommended by the Board as his business experlence
s an extsting Chief Executive of a public compary will
be relevant and valuable. As previousty announced he will
succeed David Rough as Chaliman of the Remuneration
Committee on David Rough's retirement from the Board
on 26 Apiil 2007. He Is also the Company’s CSR Responsible
Director in succession to Richard Stithwell,
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On 19 February 2007 Hansel Tookes was appointed to the
Board, As required by the Articles he will be standing for
election at the forthcoming AGM. His in-depth experience
of the US Aviation industry is of direct relevance 1o the
Company and the Board therefore recommends his efection.

Bob Phillips' appointment as a non-executive director
was fenewed for afurther term of one year ta 5 May 2007,
His re-appointment was fully reviewed In the light of the
Board's performance evaluation and additional Board
discussions took place. Bob Phillips wilt retire frorm the
Board on that date.

Michael Harper, Bruce Van Allen and John Rogues.
retire by rotation In accordance with the Artidles and
intend 10 seek re-appointment at the forthcoming AGM.
The Board believes that John Roques shouid be re-elected
by shareholders as a nen-executive director because, as
evidenced by Board performance evaluations, he continues
to be effective and demonstrates commitrrent to his role.
The Board belleves that he will continue todo so.

The Board has determined that all ts non-executive
directors are independent In character and judigemnent. Undex
the Combined Code this determination is not required for
aserving chalrman.

During the year, the Chalrman met the non-executive
directers without the attendance of the executive diregtors.
in addition, the non-execuiive directors met the Sentor
independent Director without the Chalrman present.
There were several other occaslons durlng the year when
discusslons between vanous directors took place.

Executive directors must obtain the prior consent of the
Board before accepting a nen-executive directarship Inany
other company. Executive directors may retain the fees fram
any such directorship. During 2006 Michae! Harper was pald
the following fees from non-executive directorships to which
he had been appointed prior to his appointment as Group
Chief Executive (and subsequently Executtve Chairman} of
the Company: Catlin Group Limited £60,000, Ricardo ple
£34,650, Umeco plc £20,000 and Vitec Group plc £95,000.
Roy McGlone, Chief Executive until 27 February 2006,
recetved non-executive directors fees of £5,720 from
Aggreko plc Inrespect of the first two months of 2006.

4. Chairman and Group Chief Executive

During the year, there was a clear division of responsibilities
between the Chalrman and the Group Chief Executive and
this was reinforced by a written staternent of the division
of responsibilities appreved by the Board. Following the
appointment of Michae! Harper as Executive Chalrman
on 17 January 2007, there will be ne such division of
responsibilities. As stated above in paragraph 3 “The Board
and Independence’ on page 39, the Board belleves that the
strong executlve and non-executive element on the Board
will ensure that good governance of the Board and the
Company is maintained.

On the appointment of & new Group Chief Executive
ta replace Michael Harper's temporary role, the previous
arrangernends, which were in place during 2006, will
continue {0 apply. These aie described below, The Chairman,
a non-executive director, i3 primarity responsible for leading
the Board and ensuring Its effectiveness. He ks responsible
for setting the Board agenda and ensuring the directors
recedve information In an accurate, clear and timely manner.
He s responsible for promoting effective decision-making,
ensuring the performance of the Board, its committees and
indévidual directors are evaluated on an annual basis and that
appropriate Board tralning and development occurs. The
Group Chief Executive bs responsible for the developrient
and Implementation of Board strateqy and policy, the
running of the Group's business, ensuring that the business
activities are effectively comemunicated and promoted
within and outside the business and for bullding positive
relationships with the Company's stakeholders,

5. Board Appointments

The Board acknawledges its responsibility for planned

and progresshve refreshing of the Board. |t believes that

the necessary arrangements to manage succession ssues
promptly and effectively are in place. This is evidenced by
the executive and non-executlive appolntments that have
been made during the year. There is a formal and transparent
procedure for the appolntment of new directors to the
Board, the prlme responsibility for which ks delegated 1o

the Nominaticn Committee, The appolntment process is
initiated by the Board and a selection procedure established
to identify suitable external search consultants fo the
vacancy. The process will differ in its detaif depending
onwhether the appointment Is for an executive or non-
executtve position, but the essentials will rematn the

same. Following the appolntment of a suitable external
consutiant, details of the role and capabilities required for the
appointment are prepared. The consultant then draws up a
list of patentlal candidates and ashaortlist & created through
cansultation amongst Comenittee members, The Board

as awhole [s also regularty updated as to the status of the
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appoiniment process. Meetings as appropriate are arranged
with Committee members and the Committee aims to
ensure that each Board member is given the opportunity

10 meet the shortisted cancdidates. The Nominatkon
Committee will theri meet to finalise s recommendation
the Boatd regarding the appaintment, A similar process was
carried out durlng 2006 and 2007 for the appointment of
Nick Land, Mark Harper and Hansel Tookes.

The Board has a written framework for the induction of
new directors. This Indudes site visits, meetings with senior
management and advisers and the provision of corporate
documentation. A personal induction programeme [s
prepared for each new director tallored (o the experience
and needs of the individual. New directors are avallable to
meetmajor shareholders onrequest,

Appointments of non-executive directors are made by
the Board for an inltlal term of three years. This term is subject
o the usual regulatory provisions and continued satlsfactory
performance of dutles following the Board's annual
perfarmance evaluation. Re-appolntment 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-eiection at ieast 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 ls involved in deciding
his own remuneration ot fees. Letters of appointment for the
non-executive directors are avaflable to review on request.

6. Information and Professional

Development
The Chatrman takes responsibifity for ensuring the directars
recehve accurate, timely and dear information with Board
and Commitiee papers being drculated in advance of the
meeting. The Board and its Commitlees are kept informed of
<orporate governance and relevant regulatory developments
as they arise and receive appropriste briefings. For example,
the Remuneration Commnittee arranges an annual market
review from its independent external advisers whilst
the Audit Committee Is routinely brlefed on accounting
andtechnical matters by senior management and the
extemal auditors.

in addition to formal Board meetings, during the year
the Chairman maintained requlas contact with the Group
Chiaf Executive and other directors to discuss specific issues.
Senlor management from the Group's businesses present to
the Board on a regular basis and opportunities exist during
the year for informal contact. Board site vislts are amanged,
coflectively and individually, and non-executive directors are
free to meet members of the seniol management team.

The Boaid belfeves that, given the experience and skills of
its current divectors, the identification of individual
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development needs is best left ta 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 10 the advice and services of the
Group Secretary and the Board has established a procedure
wheteby directors wishing to do 50 In furtherance of their
duties may 1ake independent professional advice at the
Comparny’s expense.

The Company arranges approprlate Insurance cover in
respect of legal actions against Its directors. The Cormnpany
has also entered into indernnities with Jis directots as
described on page 37 of this Directors’ Report.

7. Performance Evaluation

Aformal appratsal process for the Board and its main
Committees has been canducted annually since 2003.
During 2006, the Board decided that in view of the significant
cofporate changes 1aking place that its next appratsal should
be deferred to 2007, This would allow time for the Board
to settle into its new compasttion fallowing demerget.
Previous evaluations have been conducted intemalty on
a confidentlal basis, being led by the Seni Independent
Duecior Inconjunciion with the Chairman. The main body
of the evaluation has centred on a review of the conduct of,
and processas for, Board and Committee meetings, corporate
governance issues; overall performance and an assessment
of the contribution of individual directors. The appraisal
has also Included an assessment of information previded to
the Board and its Commitiees, Inchuding strategic, financh),
operational, corpoeate governance and CSR information.

The Board and Committee evaluation outcomes are
reparied to the Board by the Senlor Independent Director,
whitst directors have been Individually briefed regarding
thelr own performance. As reported fast year, In 2005 the
Board was satisfied overall with ILs performance and that
of Its Committees. That review concluded that there had
been sgnificant improvements in the oard's processes,
procedures and cuiture since the first performance
evalyation jn 2003, with notable year on year improvements.
Individual director's performances at that time were also
agteed 1o be acceptable with each actively contributing 1o
the effective performance of the Board and its Committees.
Overali, directors were satisfied with the level and quality
of information provided to them. Specific actions which
management were tasked with following the evaluation
include increased depth in the strategy presentations made
to the Board.

The extent to which this has been achieved wili be
assassed during the next Board evaluation.
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8. Board Committees

The Board operates a Remuneration Committee, a
Nomination Committee and an Audit Committee. Wiltten
terms of reference for each Committee are avallable on
request and are posted an the Company’s website,

{bl Nomination Committee

Compesition

Puring 2006, the Nomination Commilitee comprised three
non-executive directors and two executive directors with a
compasition as sét out in the table below.

{a} Remuneration Committes During Yaur
QA6 Mesgred  Ampointed  JU1206 26007
Composition RoberoQuarta ¥ - - v Resgned
During 2006, the Remuneration Committee induded VA7
the Independent non-executive directors set out In the Roy McGlane 4 Tw0s - - -
tably bekow. Apart from Mark Harper, Nick Land and MichaelHarper - - 270206 / s
Ancirew Wood v - - v v
Hansel Tookes, these directors were in place at the NickLand u
a - - - -
time of determining remuneration for the year ended Joha Roques _ . B _ v
31 December 2006. David ough 7 - - 7 <
asCharnan - - - - 177
During Yo
OIS Resgned  Appoiowed Mfizos ey Fichard Stilbwedl 4 300 - - -
Richard Stithemtt
asChaman 7 T/OEA0 - - - Other directors may attend Nomination Comruttee
asmember v 3006 - - - meetings by invitatlon. The Momination Committee meets
Mchaei Harper <106 - - - ayiequired. During 2006, the Comraltice met formally on
u.nw_._._“u..—uun - - Mh. 12106 H u two occaskons with attendance by all Committee members.
Bob Philtps 2 _ _ v s Thiswas suppiemenited with numerous individual briefings
John Rogues ] - - 7 ¢ and meetings between Committee members.
Oavid Rough < - - I i fole
s Chalrman - - V086 v v o
Hansel Tookes - - - - +  The principal rote of the Cormnmittee is to make

Curing 2006, the Remuneration Commistee met on five
occasions. These meetings were attended by all Committee
members except that David Rough, Nick Land and John
Roques were unable to attend one meeting each, The
Executive Chaiman and the executive directors may attend
these meetings by invitation.

Role
The Committee has two principal functions: first, making
recommendations to the Board anthe framewotk and
broad policy on executive directors’ remuneration; and
second, determining on behalf of the Board the specific
remuneration package for ¢ath 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 Cownmitiee is tasked with developing
a broad compensation framework for senfor management
and for reviewing the remuneration for certain senior
executlves. The specific application of this policy and
framework 10 each seniof executive Is the responsibility
of the Group Chief Executive.

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

L}

recommendatlons to the Baard on the appaintment of
the Company’s executive and non-executive directors. It is
responsible foridentifying and nominating candidates 1 fll
Boardvacancies. in making appointments, the Committea
evaluates the balance of tkills, knowledge and experience
onthe Board and In the light of this evaluation considers the
capabilities required for the role and, In the ¢ase of a nan-
executive appointment, the time avatlable to fullil the role.
Use Is made of Independent recrultment consultants and the
final appointment rests with the fult Board. More information
onthe robe of the Nomination Cormmittee Is set out in Board
Appointrents” above.

Details regazding the Audit Committee are set outin
paragraph 3{b) on page 43_
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9. Audit and Accountability
(a) Financia! Reporting

Statement of directors’ responsibllities
The directors are responsible for preparing the Annual
Report, Directors' Remuneration Report and the financlal

siaternents In accordance with applicable law and regulations.

Company law requires the directons to prepare
financial statements for each finandal year. The direciors.
are required by the LAS Regnidation 1o prepare the Group
finandial statemants under Internationat Financial Reporting
Standards (IFRSs) as adopted by the Eurepean Union. The
Graup financlal statements are alsa required by law to be
property prepared In accordance with the Companles Act
1985 and Article 4 of the IAS Regulation.
International Accounting Standard 1 requlres that IFRS
finantial statements present fairy for each finandal year
the company’s financlat position, financlal performance
and cash flows. This requires the faithful representatlon of
the effects of transactions, other events and conditions in
accordance with the definitions arxt recognition criterla
for assets, liabi Income and exp x set out In the
Intecnational Accounting Standards Board's Framewark for
the preparation and presentation of financial statements”. in
virtually all circumnstances, a fair presentation wilt 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 2 manner that provides relevant, reliable, comparable
and understandable Information; and
- provide additional disdosures when compliance with the
specific requirements in IFRSs are Insufficient Lo enable
users ko understand the impact of particular transactians,
other events and conditions on the entity’s financlal
positlon and financial performarice.

The diectors have elected to prepare the parent company
financlal staternents in accordance with United Kingdom
Generally Accepted Accounting Practice (United Kingdom
Accounting Standards and applicable law). The parent
company finandal statements are required by law Lo give
a2 true and fair view of the state of affairs of the compary.
In preparing these finandlal staterments, the directors are
requited tox
¢ sefect suitable acoounting policies and then
apply them consistently;
- make judgments arwl estimates that are reasonable
and prudent; ang
+  state whether applicable UK Accounting Standards
have been followed, subject to any material departures
dischosed and explained in the finandial statements.

Diaciers Corpose Govanmanc e Mport

The directors are responsible fot keeping proper
accounting records that disclase with reasonable accuracy
at any time the financial position of the Company and
enable them to ensure that the parent company financial
staternents comply with the Companies Act 1985, They are
alsoresponsible for safeguarding the assets of the Company
and hence for 1aking reasonabte steps for the prevention
and detection of fraud and other Irregularities.

The directors are responsitie for the maintenance and
integrity of the corporate and financdal inforrmation included
on the Company's website. Legisiation in the United Kingdom
governing the preparation and dissemination of financlal
statemnents may differ from legistation in other Jurisdictions.

A procedura is In place 1o enable the directors 10 provide
the confirmation regarding audit information required under
section 2342 A of the Companies Act 1985. This confiemation
Is set out on page 37 of the Directors’ Report— Additional
Disclosures.

Going Concern

In compliance with corporate governance requirernents,
the directors consider that after a critical review of the
Group's 2007 budget and medium-term plars the Company
and the Group have adequate resources to continue in
operational existence for the foreseeable future. Accordingly,
the financial staternents have been prepared on a going
concern basls. .

[b) Audit Committes

Composition

During 2006, the Audit Committes induded the
independent non-executive directors as set out in the
following table. The current Chairman, John Roques and
the Chairman with effect from 1 March 2007 NickLand,
each have relevant and recent financial experience and a
professional accountancy qualification as required by the
Senith Guidance. In addition the othes Committee members
all have experience of corporate financlal matters.

During Tea

0aLA% Parsigred  Appointed 3171108
John Rogues s - - <
Michael Harper ¥ 7R06 - -
Mark Harper - - D306 v
Nick Land - - /0806 +
Hob Phitlips L4 - - v
Richard Sritveed v NNos - -
David Rough s - - s

There were no changes to the compesition of the Committee
berween the yearend and 26 February 2007,
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Curing 2006, the Audit Committes met on three
occasions, generally colnciding with key dates in the finandal
reparting and audit Cycle. There was full attendance by all the
Committee members except that David Rough was unable
to attend one meeting. The extemal auditors and Head of
Group Internal Audit regulary attend thesa meetings. The
Chalrman, Group Chief Executive, Group Finance Director
and Group Finandal Controller also generally join at least part
of Audit Commitiee meetings by invitation, The Cormmitiee
Chairman may call a meeting at the request of any director
or the Company's extemal auditors.

Role

The Committee may consider any matter that might have
afinancial impact on the Group. However, its primary role Is:
first, reviewing the scope and results of the external audlt and
the internal audit work programme; and second, reviewing
the anmual and interim reports before they are presented

to the Board. ln addition, the Commitiee reviews the work
of the Risk Cornmiittee and assesses compliance with the
directors tesponsibllity statement. The Committes also
reviews the Group's Disdosure of Unethical Conduct Pollcy
under which staff may, in confidence, raise concerns about
possible Impioprieties in matters of financlal reporting or
other matters.

The Committee is responsible for making
recommendations 10 the Board regarding the remuneration
and appointment of its external awditors, it is the policy of
the Audit Committee o review such appointment at least
every five years. It discharges its respansibilittes through the
review of wrltten reports circulated in advance of meetings
and by discussing these reports and any other matters with
the relevant auditors and management Al leastonce 3 year
the Audit Cotrumittee bolds a confidential session without
management present with each of the external auditors and
the Head of Group Internal Audit.

Auditar 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
induding 3 review of audit plans, the qualifications, expertise,
resources, effectiveness and independence of the extemat
auditors. The Audit Committee has also carried out a detailed
performance evaluation and belleves that it has satisfied the
requirements of the Combined Code and the Smith best
practice guidelines. The Audit Committee has confimed that
during the year it had formal and transparent amangements
for considering finandal reporting and intemal controf
principles and maintaining an appropriate selationship

with the extemat auditors.

Akey safequard 16 ensure auditor objectivity and
independence is the Committee’s policy on the provision
of non-audit services by Its extemal auditors. This pokicy &
reviewed annually. It prohibits the Group's external auditors
from carrying cut cettain additional services for the Group
Including bock:-keeping, Internal audit, vatuations, actuarial
services and financlal systems design and implementation. .
Services which the external auditors may be permitted
to carry outinclude assurance services such as reporting
accountant work and tax services. The Cormimittee [s satisfied
that the majority of the tax services supplied by Deloitte &
Touche LLP are compllance-related and represent a small
proportion of Groug tax fees.

As a matterof panciple, the Company’s palicy is not o
use the external auditors Deloltte & Touche (Deloitte’} for
acquisition and due diligence work nor to provide advice on
executive remuneration matters where advice Is noemally
sought from independently appointed consultants (at
present New Bridge Street Consultants). However, where
the Group conslders it appropriate or conflicts arlse, suppliers
other than the preferred supplier may be asked to tender.
Only In exceptional and unusual dircumstances will this
include the external auditors.

The Committee Chalrman is required to pre-approve
certaln permitted services, which may exceed set financial
firmits. Non-audit fees paid or due to the extemnal auditors
ate regularly reviewed by the Committee.

As deseribed in the Directors' Remuneration Report,
she Audit Committee was asked to pre-approve the use of
Deloitte to provide certaln limited advice an semuneration
matters in connection with the proposeddeinerger as it was
considered that the use of Dekoltte was in the best interests
of the Company. Deloitte have confirmed that all non-
audit services they performed during the year, induding
remuneration advice, were permitted by APB Ethicat
Standards and would nat impair thekr Independence or
objectivity. On the basis of thelr own review of the services
performed, the requirement of pre-approval and the
auditors’ confirmation, the Committee Is satlsfied that the
non-audit services currently provided by Deloltte do not
impair their indeperdence and objectivily.
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(c) Systems of Internal Control
Overall responsibility for the Group's systen of internal
control and For reviewing Its effectiveness rests with the
directors. Management is accountable 1o the direCtors
for manitoring this system and for providing assurance
tothe directors that It has done so. The system of internal
control is essentially an angoing process embedded in the
Group's businesses far identifying, evaluating and managing
the significant risks faced by the Group, including social,
environmental and ethical risks. The Greup considers
that it has adequate information to kdentify and assess
significant risks and opportunities affecting its long and
shart-term value.

This process has been inplace for the year ended
3t December 2006 and up te 26 February 2007 and the
directors can therefare confirm that they have reviewed
the effectiveness in accordance with the internal contro!
requirements of the Combined Code theoughout that period.

The Group's internal system of control Is reviewed
annuatly by the directors and accords with the Tumbdl
Guidance. The system s designed ta manage racher than
eliminate the risk of fallure to achieve business objectives.
1t can provide reasonable bur not absolute assurance
against materlal misstatement ar loss, tothe extent that
Is appropriate, taking account of casts and benefits.

The key features of the Gioup's Intermal control systermn
are [isted below.

1. The Risk Committee, chaired by the Group Finance
Director and compilsing senior executives, meets at
least twice a year to review and analyse how business
risks are being managed. These reviews assess the
following categories of rick:

+  business;

+ fingnclal;

- compllance; and

- operational and other including health, safety
and environmental

Central to this process is a detailed written seif-
assessment of risks by company and division, which is
reviewed by the intemal audit department and the Risk
Commitiee. Functional risk assessments are also carsted
out by the responsible executive. If significant control
issues arise between meetings, these can be brought to
the attention of senjor executives at regularly schedules
meetings of the Executive Management Cornmitiee.
The cutcome of the work of the Risk Committee I
reported to the Audit Committee, which in turn reviews
the effectiveness of the Group's system of intethal
control on behalf of the Board The Audit Committee
feceives a raport at least twice a year from the Group
Finance Dwector detailing the work undertaken by the
Risk Committee. Based on these reviews, the Board
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recommends action to be taken by the Group at bath
divistonal and company levels 1o mitigate identified risks
and seize opportunities that may add value to the Group.

. Anorganisation structure Is in place at both head office

and divisional level which clearly defines responsibilities
for operational, accounting, taxatlon, treasury, legal,
company secretarial and insurance functions.

. An internal audit functlon undertakes a programme

of reviews aligned to the sisks existing in the Group's
businesses of controls, risks and business processes.

The role of internal audit s defined in a “Group Intemal
Audit Charter® ancd this includes lts terms of reference,
the s1andards which It a0heres to, the scope and
coverage of its work and its reporting processes. The
Audit Committee recelves a report from internal audit at
each meeting which Includes opinlans on the adequacy
and effectiveness of controls by site, a surnmary of key
isswes, work schedules and details of any action requirsed.
I accordance with recent revisions to the Combined
Code, 1he Audit Committee requiarly monitors and
reviews the effectiveness of Internat audk utillsing
outside specialists and self-assessment technigues.

. AGroup Finance Manual details accounting policies,

financlal controls and reporting procedures applicable
to Al reporting units. The Group accounting polices
are dligned with the latest International Accounting
Standards and Internatlonal Finandial Reporting
Standards.

. An annuat budgeting exerclse is carrled out to set targets

for each of the Group’s repoeing units.

. Detalled management accounts are subsnitted monthly

e management which measure aciual performance
against budget, together with forecasts of sales, profits
and pperating cash for the next three months and to
the end of the year. A monthly report Is provided to
tha Beard highlighting key Issues and sumrmarising

the detailed financial informatlon provided by the
operating unjts.

. Capital expenditure ls controlled by means of budgets,

authorisation levels requiring the approval of major
projects by the Group directors and by post-investment
2ppsaisats.

. Defined procedures are laid down for investments,

currency and comnmadity hedging, granting of
guarantees ard use of beasury products.

. A detafled matrix defines the levels of authority for the

Groupy's Senior executives and their direct reports in
relation 1o acquisitions, capsal expenditure, commerclal
and employee contracts and treasury matters. This
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matrtx is authorised by the Audit Committee on behalf
of the Board and Is reviewed on an annual basis.
Comphiance with the authority matnx Is reviewed as
part of the internal audit process.

0. Al significant acquisitions and disposals of companles
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, equat opportunities,
competition law, legal policy, external communications
and share deating. A bi-annual review of compliance
with such policies by Group companies is carned out
and 1he resuits communicated to the Risk Committee
and the Board. Senlor executives are also required to
confirm annual compllance with cenain polides. These
Group policies ara complamentard by divisional and
company-led initiatives, Induding community policies.
Thesa policies are supplemented by a ‘Disclosure of
Unethical Conduct’ policy which Includes a 24 hour
‘hotline’ avallable {0 all employees which is supported
bry a formal investigation protocol and regular reporting
to the Audlt Comemittee.

12. A Group Health, Safety and Environmental Manual
detalls poficles, standards and procedures which are
applicable throughout the Group. Further detalls are set
out on page 34 under “Corporate Sodal Responsibility”
and on our website, Annual self-assessments are
catried out at company level against Group standards.
A monthly report is prepared and drculated to the
Executive Management Committee on environmental
and safety matters within all Group companies from
the internal Group HSE function and external spedalists.
In addition to a formal annual review, the Board receives
regutar reports an HSE matters. Senlor managers’
performance and related financial incentives are
tied in part to their success against selected annual
HSE improvernent objectives.

10. Shareholder Relations

The Board as a whole s routinety kept up todate on corposate
governance developments and the views of BBA's major
shareholders. This was achieved through regular meetings
durlrky the year between the Chief Executive, the Finance
Director and major shareholders, which are then reported

to the Board as awhole. The Board also recetves formal
wrltten reports from Its brokers regarding the views of its
peincipal shareholders following its preliminary and interim

results announcernents and at other times as apprapriate. All

non-executive directors, including the Seniorindependent
Director, are avallable to meet with major shareholders, The
Board considers that its non-executive directors, incuding
Its Senlor Independent Diectorn, David Rough, have a good
level of undetstanding of the issues and concerns of major
shareholders, as required by the revised Combined Code.

A programme of meetings with institutiona! sharehiolders,
fund managers and analysts takes place each year. The
diractors sach 10 encaurage A continidng dizlogue. The
Company maintains contact as required with Its prindipal
shareholders about directors’ remuneration in the same
way as for other matters, The Company’s AGM is used as
an ppportunity to communicate with private investors,

Itis intended that notice of the AGM and related papers.

are sent 10 shareholders at least X0 working days before

the meeting. The Chalrman of the Board, Nomination
Cormmittee, Airdit Comenittee and Remuneration Committee
will answer questlons, as appropriate, at the AGM. The Senior
Independent Director as CSR Responsible Director wilf also
be available. Shareholders are given the opportunity of
voting separatety on each proposal. The Company counts all
proxy votes cast in respect of the AGM and makes available
the proxy voting figures (for, agalnst, at discretion and “vote
withheld) on each resolution. The voting results of the
AGM, togethes with the detalls of proxy votes ast prior

1o 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 Setvice.

Directors’ Comporate Governance Report approved by
the Beard on 26 February 2007 and signed on its behalf by:

Sarah Shaw
Gioup Secretary
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Directors’ Remuneration Report

This report covers the remuneration policy for directors
and indludes specific disclosures relating to directors
emoluments, thelr shares and other interests and Is being
put i shareholders at the forthcoming annual general
meeting for an advisory vote. Throughout 2006 the
Company complied with the provislons of the July 2003
Comblned Code (the ‘Code”) except in respect of the
histarical perisionability of bonuses and benefits in kind,
which Is referred o in paragraph 3d below, This report
indudes information which is required to be audited and
this information Is stated as such in the retevant table.

1. Remuneration Committee

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

The Remuneration Committee is a Committee of
the Board consisting exclusively of independent non-
exacutive directors, detafls of which ate set out on page
42,1t is responsible for determining executive directors’
remuneration and reviewtng proposals in respect of other
sentor executlves. The Committee alsa determines targets
for 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 42.

In camying out its responsibilities, during the early
part of 2006 the Remuneration Committee was
Independently advised by Sean O'Hare, then Head of
Executive Compensation at KPMG LLP who did net
provide any other services to the Company during the
year, At present, the Committee is belng advised by New
Bridge Street Consultants wha do not provide any other
services 10 the Corpany.

In lime with best practice the Company does not routinely
engage Deloitte & Touche LLP ( Deloitte?), the Company’s
auditors, to advise management or the Remuneratlon
Commiktee en remuneration matters. However, during the
year Deloitie were engaged 1o carry oyt reseacch into the
impiications of the proposed demerger on existing share
schetnes, the provision of market data and 1he development
of communication documents. These services did not
Inctude any advice on the quantum of rerunesation
packages for directors and key management or the retated
easurement ¢riteria. The Remuneration Committee
considered that in the drcumstances of the demerger
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the sappoiniment of Delojtte was inthe best interests of
the Company and, as described in their report, the Audit
Committee pre-approved the engagerment of Deloitte.
Both the auditors and the Audit Committee considered that
these services did not impalt Detolite’s independence and
objectivity.

During 2006, the Cormnmittee also consulted with the
then Chairman {who was not a member of the Remunesation
Cormmittee), the Group Chief Executive and the Group
Secretary inconnection with its work, During 2007, it is
anticipated 1hat the Commuittee will wish to consult with
the Executive Chairman, who s not a Committee member,
the new Group HR Director and the Group Secretary.

2. Remuneration Policy

Dhring 2006, a full review of the BBA remuneration framework
took place in connection wath the dernerger of Fiberweb.
Although the arrangements are broadly the same, minor
changes have taken place. These changes have principally
been made to BBA share incentives and these were the
subject of detailedexplanationsn a circutar to sharehalkders
and were aproved by sharehalders in November 2006. The
arrangemenits are also summarised on page 50 and 51,

The Group's remuneration policy is to ensuve that
axacutive directors’ and other senior executives’ remuneration
propetly reflects their duties and responsibilities and is
suffictent to attract, retain and motivate high calibre senior
management gollectively capabie of delivering the goals
of the Company. The Comimitee recagnises the need to
remain competitive in the different geographlg areasin
which the Company operates. The Committee belleves that
the remuneration arangements described below remain
dosely allghed to the creation of shareholder value and to
the business strategies of the ongoing BBA businesses The
Committee has alsa 1aken Into consideration UK best practice
for listed companies. Regarding the ABI SRl Guidelines the
Remuneratlon Comrmittee can confirm that it s able to
consider corporate performance on environmental, sodal
and governance issues when setting the remuneration of
executive directors. The Committes also believes that the
incentive structure for senlor management does not raise
ervironment, sodal and governance risks by inadvertently
metivating imresponsible behaviour. The Comiritiee reviews
its refriuneration policy on an ongolng basis whitst executive
directors’ remuneration is reviewed at least annually,

The main components of executive directors’ rernuneration
are set out below, Tatal executive remuneration is stuctured
tedeliver potential upper quaitile rewards for supertor
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performance with a significant proportion of variable

pay subject 1o siretching pesformance targets. The
Committee betieves that Andrew Wood and Bruce Van
Allen’s remuneration packages contaln a suitable balance
of directly performance related rermuneration which finks
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 Is an Interim position, he Is rewarded on acash
only basis. For an tnterim executive director position, the
Remuneration Comittee would not consider it appropriate
to offer traditional benefits In kind or participation in long-
term incentive plans.

a. Satary and Service Contract

The policy of the Committee is to provide safaries that are
positioned around median when compared to salary data.
‘While salary is reviewed by reference to market conditions,
Anancial and individual performance, the Committee
would not regard this element of remuneration as directly
performance related. In addition to baslc salary, executive
directors receive sraditional benefits in kind, princlpally 2
gompany car or 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 agieernent
which can be terminated by the Company on giving
12 months’ notice.

b. Bonus
Annual cash bonuses for executive directors and senios
management are based on financiat performance and
personal objectives which are set annually, During 2006,
the Remuneration Committee put in place revised bonus
arangements for the year In the bght of the demerger.
Detalls of the 2006 bonus arrangements are set
outon page 42

As noted above, the Remuneratjon Commitiee carried
out a review of remuneration arrangements in connection
with the demnerger. As pan of that review, the Committee
has decided to Increase the maximum bonus potential
for executive directors during 2007 from 65% to 100% of
salary, Approximately 89% of the maximum bonus is based
on financlal objectives. For 2007, 25% of this bonus will
be subject to compulsory deferrat into BBA shares and a
further 25% may be voluntarily deferred under the BBA
Deferced Bonus Plan. The Comnittee helleves that these
changes bring the Company’s arrangements in line with
markel practice, previding 2 greater proportion of varlable
pay subject to stretching performance 1argets which are

linked 1o shareholder returns. As will be seen from the detail

of the ptan provided in paragraph 3b below, although
the maximum bonus has been increased, this has been

= I

accompanled by more stretching performance targets at
entry level and above target, The deferral into shares also
provides a direct linkage with shareholders' interests.

< Long-Terts Incentivas

The Remuneration Committee belleves that a significant
element of executive directors’ remuneration should be
tinked to perfurmance refated long-term incentives. The
Company's schermes were reviewed in 2006 as part of the
dererger and shareholder approval was given to new
shares schemes detalls of which are set out in paragraph

3¢ below, The schemes have been developed to reffect
market practice and provide long-term management focus
and motivation. The Committee has alse recognised the
need for flexibility in this aréa to allow them torespond to
changing market practices and different geographic narms.
Specifically, incentive plan limits remain set at relatively high
levels 1o accommocdate the US market, where the largest
toncentration of BBA's businesses is found.

As part of Its strategy 10 align sharefolders” and directors’
interests, the Remuneration Commitiee expects all executive
directors to buitd and maintain a holding of shares with a
value at least equal to thetr base salary,

d. Pension Provision

Pension provision for the executive directors varies and
reflects differlng UK and US practice, Further detalls are set
out on pages 56 and 57.0uring 2006 new arrangements
were put in place 1o reflect the impact of the changes to
the tax treatment of UK penslons. Detaifs of the pensions
policy and new arrangements foc UK executives are set
OUt on page 56.

3. Policy implementation:
Directors’' Remuneration

a. Salary and Service Contracts
Base salaries are reviewed annialty by reference to
comparator groups selected on the basis of comparable
size, geographic spread and business focus. Individual
salary decisions take into account personal contrbution,
business performance and the level of pay awards elsewhere
in the Group. Follawing a review at the end of 2006, the
Remuneration Committee approved a base salary Increase of
4 per cent for each of the executive directors with effect from
1 January 2007.

Set out below are the contractual notice perlods for
executive directors whe served during the year.

Honths Natkex

ContractDate  ByCompaty  Te Company
Michael Hatper* B 04.04 06 L] 1
Roy McGione*® 216296 12 12
Andrew Wood 13azot 12 12
Sruce Van Allen 010104 12 6
*appoireed 27 February 2006
“*rusiqreed 27 February 206

In the even: of early termination, the Remuneration
Committee will, within legal constraints, determine the
approach to be taken according te the drcumstances of each
individual case, taking account of the departing director’s
obligation o mitigate his loss. In certain dirumstances, and
except for termination for non-performance, the executive
directors may receive compensation upon early terminatton
of acontract which could amount to up (o one year's
remuneration based on baslc salary, bonus, benefits Indnd
and penslon rights during the notice perlod.

Table 1 (page 53) sets out details of the executive
directors’ salary and non-executive directors’ fees, induding
payments made to Ray McGlone following his resignation as
Chief Executive In early 2006. The szlary of the interlm Group
Chief Executive, Michael Hatper, was calcudated on a cash
basis, Indluding cash elements attributable to bonus, pension
and car aflawance.

b. Bonus

2006

During the year, BBA's Remuneration Committee reviewed
the usual bonus arrangements for senior executives
incuding Andrew Wood and Bruce Van Allen in the light of
the proposed demerger. Cifferent arrangements were putin
place for Michael Harper, as interim Chief Executive and these
are set.out at the end of this section.

The 2006 annual bonus scheme was revised so that
amadmum of 100% of salary could be recetved by
participating direCtors comprising an element dependent
an the success of the demerger as determined by the

Remuneration Committee and a financial element requiring
the achievement of set financial targets. For Andrew Wood,
the demerger element cormprised 70% of the total bonus
achievable and Group financial tzrgets, namely Group
earnings per share (EPS), made up the remaining 30%.
For Bruce Yan Allen, the demerger element accounted for
33% of the overall bonus, with 67% attributable to financial
perforrmance, with, at target, 8% in respect of Group EPS and
30% in 1otal for divisional operating profit and operating
cashflow. The demerger was selected as a performance
measure by the Remuneration Commilttee because it was
& strategic corparate event upon whose success the future
of the BBA Aviation and Fiberweb businesses depended.
The pescentage of benus attrbutable 1o the demerger
was selected 1o reflect the impact which each director
would have over the process. The financlal measures were
selected as being good Indicators of corporate performance
linking to long-term performance. Under the terms of the
scheme, each participating director was regulied to defer
50% of the bonus due on demerger into BBA shares and
could voluntarily defet the remaining 50%. The number of
shares deferred, whether compulsorlly or voluntarily, would
be increased by 10%. Any shares acquired by a participant
pursuant to the benus are subject to a six month sale
restriction.

inview of the successiul execution of the demerger, the
Remuneration Committee decided to make full payment of
the demnerger elernent of the bonus to Andrew Wood and
Bruce Van Allen. fn accardance with the scheme, payment
was made in Decembber 2006. Both directors decided thatin
addition to the compulsory deferral of 0% of thels bonus,
that they would request she deferral of the remalning 50%
into BBA Aviation shares. Such shares were increased by 10%
in acoordance with the scheme: All such deferred shares are
subject1a restrictions on sale or transfer until | Jure 2007,

Michaet Harper's latter of appointment provided
that he would receive a bonus of £50,000 on the
successful demerger of Fiberweb from BBA. However, the
Remuneration Committee decided that, in view of his
outstanding contribution to the demerger process, this
shoutd be increased 1o £125,000. Michael Harper electad ta
take all his bonus in BBA shares, which were then Increased
by 10%. All such shares are subject to restrictions on sale or
transfer untd 1 June 2007,

Table 1 on page 53, includes detalls of bonus paid In
respect of 2006,

%
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2007
Bonts payments made in respect of 2007 for Michael Harper
will be calculated on the basks of the Group's adjusted
earnings per share and Group free cash flow. Bonus
payrents made In respect of 2007 for Andrew Wood will
be calculated on the same basis, but with the addition of
the achievement of measurable personal objectives. Bruce
Van Aflen’s bonus for 2007 will reflect his operatianal
responsibility for the Flight Support business (being based
on the achlevemnent of budgeted operating profit and
operating cashflow), together with Group adjusted eamings
per share and the achlevement of measurable personal
objectives, Appropriate performance targets and personal
objectives for 2007 have been approved by the Committee,
The perfonmance measures were chasen by the Committee
because each measure Is a factor over which the individual
had a direct impact and each of the measures are collectively
good indicators of corporate performance that should link to
long-term shareholder reward. Michael Harper has not been
allocated personal objectives due to the short term nature
of his executive role.

The bonus is expressed as # percentage of salary and
the potential payout ranges from zero to.a maximum of
100% of satary. For Michael Hatper 309 of the bonus Is
payable for 95% achlevement of financlal targets, 42.5% s
payable at target, 75% is payable at 110% achlevement and
100% payout at 120% achievement. For Andrew Wood and
Bruce Yan Allen 85% of the bonus is based on financlal tangets
with the remaining 15% based on measurable personal
objectives. 15% of bonus Is payable for 95% achlevernent of
financlal targets. If inandial targets are et this would result
in a payment of 27.5% of baslc salary. At 1109% achievement
there is 60% payout, extendIng to a maximum of 85% at
120% achieverment. It Is provided that 25% of any bonus
pald under this scheme to Andrew Wood and Bruge Van Allen
will be compulsorily deferred into BBA shares with a further
25% voluntarRy defemmed 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 TSR
perforrmance criterla over a three year period. it ls intended
that the TSR perforrance condition for the deferred shates
ts no less chaltenging than that stated below for the 2006
conditional share award.

The BBA 2006 Deferred Bonus Plan, detalk of which
are set out betow, governs the basis onwhich such deferral
and matching wili be made.

c Long-Term Incentives

BBA 2006 Executive Share Option Plan,
B8A 2006 Long-Tartm incantive Plan and
BBA 2006 Daferred Bohus Plan (the “2006 Plans”)

in Movemnber 2006 shareholders approved the 2006

Plans which together replace the previous BBA Group
2004 Long-Term Incentive Plan. The 2006 Plans 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 [n any year is limited to three times basic salary,
or four times baslc salary if the Remuneration Committee
determines that an executive will not recelve a conditional
share award In that year. No options were awarded in 2006
and there s noimmediate intentlon to.operate the BBA
2006 Exacutive Share Option Plan.

Under the BBA 2006 Long-Term Incentive Plan conditional
awards of shares are [iImited to one times the executive’s
Dasig salary i weo times basic salacy If the Remuneration
Committee determines that the executive will not be granted
aptions in that year, Conditional awards made to executive
directors in 2006 were imited to one and a half times basic
safary. The Remuneration Commitiee consider the awand
levels appropriate ard In lire with its palicy to reward superior
performance with potential upper quartile remuneration.

In 2006 conditional shares were not awarded uniil
November due (o the demerger process. The corxditlonal
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
rade. These awards are subject 10 two performance targets.
50% of each award Is subject to-a performance target that
measures the Company's total shareholdes return (TSR
against a select comparator group of companies which has
been chosen for the similarity of its business scope and size
ta the continuing BBA business, namely the FTSE 350 fisted
companles [n theindustrial ransportation, travel and leisure,
and aerespace and defence sectors, The other 50% Is subject
to an earnings per share ("EPS) performance target.

#8A Avixtion Acrual Repart 2006

IFmedian position ks not achieved in the TSRranking, the
TSR part of the award will (apse. If EPS growth over The
performance period s less than the Increase in the retafl
price index plus 3% per annum, the EPS part of the award
will lapse. tn nelther case will theee be retasting. In line with
performance conditions under previous awards, TSR will
be calculated by an independent remuneration consulting
firrm, and the external auditors will perforrn certain agreed
procedures on the EPS calculation. The Remuneration
Committee will have regard to the approach to adopt to
take account of the meve 1o International Accaunting
Standards and the effect this has on eamnings per share based
performance conditions and wilf endeavour to ensure that
perforrnance Isimeasured on a consistent bass.

Details of awards made to the Executive Directors under
the BEA 2006 Long -Term Incentive Plan dusing the year are
set outin Table 3 page 54.

The Comamittee believes that the two performance
mneasures chasen for its incentive schemes - adjusted earnings
per share growth and comparative total shareholder

returm - each represent a reasonable lang-term indication of
the finandal success of the Company. They are also measures
that are acceptabla to the majorlty of the investors in the
Compary.

Under the BBA 2005 Deferret! Bonus Pan particigants
who defer part of their annual bonus may recetve a matching
award that wlll be limited to the number of shares purchased
with his or her own money. The Remuneration Commitiee
intends that executive directors will be required todefer
259 of any payment received under the 2007 bonus scheme

. and may defer a further 25%. The Remuneration Committee

s satisfied that the maximuen award levels are not excessive
and are In line with cursent market practice. When making
awards, the Rernuneration Committee will 1ake prevailing
remuneration practice inte acoount.

The vesting of any matching awards made under the
BBA 2006 Deferved Bonus Plan will be dependent on a
perfoimange vondition which, Iniiatly, wilt measure the
Cornparry’s TSR against a comparator group over a three
year perfermance period,

The performance conditions bn respect of the 2006 award of conditional shares will be measured aver a three year performance period:

TSR mnking in Parcerage of TSR Phgroath Parcarviage of (PS
companitcr group part of v vesting per annum ot of overd vesting
At of abowe: T5th percentile 100% At of abowe RP( 100%
Increase plus 7% per annum
Between Median and Prorata Between land M perantumn Prorata
75¢h percentie between 25% and 100 between 313% and 100%
AtMedan 5% ALRPIINCreass %
plus 3% per anaum
Betow Median Nil Less than Rl increase
plus 3% per gnnum Nil

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

Comparator Group 2006 Awards

Arhva Go-Ahead Group inetiq

Avis Elsope Gondola Holdings Rank Group

BAE Systems Greene King Restaurant Group

BBA Aviation Intercontinental Hotels Group Rodls-Royce Group

British Alrways Ladbrokes Smiths Group

Carnival Luminar Stagecoach Group
Chermring Gy Meggist Ultra Elecronics Holdings
Cobham Millennium & Copthorme Hotels VT Growp

Compass Group Michells & Butlers Wetherspoon JD

Easydet MyTravel Group Whitbread

Enterprise ks HNatlonal Express ‘William HIR

First Choke Holidays MNorthgate Wolverhampton & Dudley
Flrs1 Group . Paitygarning

Forth Ports Punch Taverns
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BBA Group 2004 Lang-Tarm Incentive Plan

and Share Option Schemes prior to 2005

The BBA Group 2004 Long-Term Incenthve Plan {the “2004
Plan”) provided for awards of options, conditional shares and
matching shares. Optians 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 tothe grant over 3 three year period:

Avara EPS growch Puvcantige of eptions

e inflgtion il

T9%.OF MOre per annum 100%

3 1o 7% per annum Pro rata between 33% and 100%
3% per annum 1%

Less than 3% per annum Nit

Options will apse If performance conditkons are not satisfied
and there will be no retesting. The Remuneration Commitlee
Intends to rebase the performance condition for the options
grantedin 2004 and 2005 0 thal earnings attributable to
the Fiberweb bissiness demerged In November 2006 are
exduded from the calautation. in line with the treatment of
performance conditions under eatlle Company share option
schemnes, the external auditors will perform cestain agreed
procedures on the earnings per share calculation.

Awards of conditional shares made in 2005 under the
2004 Plan were lested as at the date of demerger and lapsed
because thelr performance conditions were not satisfied.
Awards of matching shares made In 2005 under the 2004 Plan
waere pro-rated for time elapsed at demerger and released to
participants.

All executive options awarded by the Company prior
1o 2005 were made under the BBA Group 1994 Executive
Share Option Scheme, which expired in Aprit 2004. All
outstanding options granted under the schemne are subject
to performance conditions. Pricr to March 2002, the BBA
Group 1995 Executive Share Appreciation Rights Plan was
used ta facilitate the grant of options 1o US executives on the
same basis as the 1994 Executive Share Option Scheme.

Berween 1997 and 2000, the Executtve Directors did not
receive options under the Company’s executive share option
schemes. Executive directors were granted options under
the scheme between 2001 and 2004 when shareholder
approved amendmenits fadfitated grants of a combination of
options and awards under the 1997 Long-Term Incentive Plan
{which is now closed, with no outstanding awards).

Undet the 1984 Executive Share Option Scheme, in any
finandlal year a participant could be granted options with
an exercise price not exceeding two times annual earnings.
Such options are only exerdsable if the grawth in the
Company’s earnings per share, 1 adjusted, for any period of
three consecutive years is at least 9 per cent greater than the
growth Ininflation.

$2

BBA Group 2004 Savings-Related Shate Optien Scheme
Executive directors may be eligible to participate tn the BBA
Group 2004 Savings-Related Share Option Scheme, which is
open to all eligible LK employees. Options are granted under
three ox five year SAYE contracts at a 20 per cent discount

to the stock market price at the offer date. The maximum
overall employee contifbution is £250 per month.

T of ding options/ ds upond g

The treatnent of sutsisting options and awards held

by 6BA employees upon demerger was based on the

ﬂonoisa objectives:
broad equatity of treatment of both BBA and Fiberweb
employees;

- providing an ongoing share-based Incentive for BBA
employees beyond separation; and

«  recognising that shareholders want to be satished that
performance measures are evaluated on a fair and
reasonabile basls.

Vested and unvested options and vested awards under the
BBA Group 1995 Executive Share Appreciation Rights Plan
continued to subsist as normal after the demerger for BBA
employees. However, as nated above, the Remuneration
Committee intends to rebase the performance condition
for the options granted In 2004 and 2005 sa that earnings
attributable to the demerged Fiberweb business are
excluded fram the calculation. As noted above, awards

of conditional shares made in 2005 under the 2004 Plan
were tested as at the date of dernerger and lapsed because
their performance conditions were not satisfied. Awards of
matching shares made [n 2005 under the 2004 Plan were
pro-rated for ime elapsed at demerger and released to
partikipants.

Vesied options held by Fiberweb employees remain
exercsable for 6 months after the demerger, after which
they will lapse and unvested options held by Fiberweb
employees were lested at demesger. Those granted In 2005
did not satisfy the conditions and lapsed, while those granted-
in 2004 did satisfy the conditions, were pro-rated for time
elapsed at demerges and are exercisable for six months after
the demerger, after which they will lapse.

IERA Avtartion Annusl Repci 2006

Performanca Charts

The charts below show the Company's total shareholder
return over the last five financlal years compared with
the equivalent information for the FTSE 350 Industrial

Transportation sector which the Commitiee considers 1o

be a sultable broad-based equity market index of which the
Coempany is a constituent. The first graph shows the annwal
change In 1otal shareholder return for the Comparvy and the
indlex, while the second graph shows the cumulathve change

intot;
Anoualised total sharehalder return: ntotal shareholder retum from January 2002,

BBA Aviation vs Industrial Transportaticn sector

A~ Cumulative total shareholder retutr:
BBA Avistion vs lndustrial Transportation sector
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Table 1 - Ernoluments and fees (audited)
T
Buskc satary Cw Othr Bervefits Termination Anewal Total Total
andfees Allowance aTluments hind Py borus 1006 2005
£000 £000 - o000 £000 [ £000 £000 000
floberio Quarta 60 - - 1 - - 161 161
Michael Hatpes 555! - - - - 138t 733 -1
Roy McGlone 807 3 2 1 595 - & m
Andrew Wood 309 " ! 4 - ns® 09 435
Bruce Van Allen 280 12 - 2 - 8" 509 39
Mark Harpet 3¢ - - - - - 3 -
Nick Land 13’ - - - - - E] -
Bob Phillips 30 - - - - - 0 0
John Rogues ] - - - - - s 3
David Rough 38 - - - - - k1] ki
Richard Stiltwefl 3¢ - - - - 0 L)
Total 1576 -] ] U] se5 580 285 1,878

1 !.n..-_:!u!_-ﬂ.ﬁnGboow.wnBv:ﬂ.‘ﬂun.ainwﬂﬁsgn&gimgugaggiga&iug
at chy rate of (690,000p..
2 Todate of resignanion 2T February 2008,

3 Ray McGlone slecind 10 receine of bis enzidk d benefits (FURES} y E12018 0
17 Fatwimry 200
.!?%giﬁguwggg employes of p unel 3 AgrS J008. Under his service contract, Roy MCGKnE wat
oo 12 monthe with his agreeenans, duxing 2006 he wet paid £595, 13 which compeised § monthly

inatairemts of £527 79 from | iy 2006 t 31 Deosmiber 2008, 3 lump: ol life cower, 2 kumg sum of LU0 i et of rezricave
coorenanits, (71,100 in beu of Borus opportuntty for the parod Januany to Febrnuany 2006 and cash sayments. tolaling (130810 from ) June 2006 t2 11 Decerber 2006
c!se_uicl,il-n-a.ln%H?sizﬁgia;inqu.;gg%%B?s
Derefit, wers paid In Januty sric Febosacy 2007,

m?Eﬁi.—%ﬂﬂgi—dﬁmg!smggl&i—i:‘g!i%iftxiﬁiﬂta-gqgi
equivaient to the FURES benefit £44,134) :

§ From date of appointment | December 2006,

7 From date of appointment 1 August 2006,

8 To cawe of reugration 31 October 2006.

9 Includes £125,000 1oeal gross . the

wiich Michael Harper elecoed b dedur inio BEA tharrs and inchudes (12,587 ripresenting

?ggﬁgggiig;gvi?gl&ini
_ugn_gsﬁggiiﬁls‘g’i which Ar lected o B shanrs il nciudes £21.7H reprrnenting
The gros valot of 7485 acditionst i agragh 3h sbove and wbie 2 below).
u .iucaaGgﬂiﬁnﬁgu&E&l?u&iggagigisatgggla%ngﬂgg
. gross vahve of 1,076 \Mey pacagraph 3b sbowi end 1able 3 belgwl.
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Table 2 -Directors'interests In share capital (includes Interests held by a director’s spouse)

Ordlina'y 25p thaees

1 Juh 2006 31 Dec 2006

fordatw of o e

apponaTeny (e resignecon ¥ e

Berwixcinl Srrficiel

Roberto Chuaeta Loy ] new
Michaed Harper 0572 23,154'
Ray McGlone 191815 1995
Andrew Wood 40517 84,230°
Bruce Van Allen 40,377 7y

Mark Harpet 4,000° 4,000

. NickLand - 10,000

Bob Phillips 3,000 251

John Roques 13,000 10920

DavidRough 2226 18,689
Richard Stiltwelt 5000 5.000°

1 Inchudes 26073 shares e 2005

on ol or pandec, ave cubject o forfelture In y Mol £F5 Trusoses
1 Wnchuches 41,551 shares allocated undar the 2006 anausl borul schefre. See it | above.
3 nchudes 13844 shaner SIoCHd Wnder the JODE 2] bonis schemns, See nots 1 sbova.
4 Intenwst In orinary 25p shares at date of resignation. 27 February 2006,
5 Wumeest n ondinary 29 167210 shives st date of appolntment.
& Inbreest in pedinary 250 thares ax date of resignation 31 Octobar 2006,
Thvere were 60 chinges in directon’ inkeneuts in shere capital betwiit 11 Dacrrmbar 2006 and 26 Feborupry 2007

Table 3 - Conditional and Matching Shares (audited)}

schatewe Urich | Jung X007 shares slocated undar the 2006 srnusl borus, sthwrme #e Subject to restrichons.
St T ruszmis of The BBA Empicyes Sarwfs Trusc

Venwd/
Uan ding durirg Award 31 Dec
Shares 208 the year the yeur dame 2006
Ry McGlone Conditional 155,700 - 185,7007 23 May 2005
Andrew Wood Condivonal 100,000 -~ 1000007 23 May 2005 -
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Table 4 - Options to acquire ardinary shares (audited}
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X006 year the yesr 06 per