

PRIVATE & CONFIDENTIAL – DO NOT PASS TO UNAUTHORISED PERSONNEL
British Airways Project ‘Fire and Re-hire’ 

Fact not Fiction: Some areas of Unite’s rebuttal to Willie Walsh’s financial claims

IAG CEO Willie Walsh has responded to recent criticism by making a number claims in correspondence to MPs, that he says support his erroneous position that BA have no option other than to ‘fire and re-hire’ the British workforce. Here our analysis provides the real story behind the statements. The truth remains that the company does not have to make such drastic cuts to remain both viable and solvent.

“At a Group level we are burning through almost €30m in cash each day”
The cash burn of 30m euro per day disclosed by Walsh is for the IAG group, not British Airways the company. Without full disclosure of the BA company’s current cash burn rate and month by month cash burn scenarios over the next year, it is difficult to engage with these extreme restructuring plans, which will only benefit the Spanish parent in the upswing. Once we know what those projections are, we can establish what alternative options there are, and work forwards on that basis.

“We do not see BA’s business, which is almost exclusively international flying, returning to 2019 levels until 2023/4.”
2019 was a bumper year for British Airways and the business does not need to record mega profits to avoid drastic restructuring. The priority is to return to a viable place. This is not a game, workers should not pay so that the company can maximise profits in the upswing. We believe that once rules on social distancing are eased that BA will return to being ‘viable’, not least because of its hold on the extremely profitable transatlantic routes and that this is likely to be sooner than 2023. 

“You can see from the published accounts of BA that employee costs in 2019 were £2,529 million, or approximately £211 million per month.”
The figures have been used out of context. It is not clear how the proposed restructuring will make the difference between solvency and insolvency. In 2019 UK labour costs were just 11-12% of IAG group revenues. Even a radical cut in UK labour costs would only realise a 1-2% cost saving relative to revenues. Not enough to determine solvency/insolvency, but certainly enough to allow BA to return higher dividends to the parent IAG in the upswing.

“We continue to explore all other avenues to support our liquidity.”
The company should already hold solid liquidity. By December 2019 cash and cash equivalents was £2.6bn at BA. Since then IAG have accessed £300m from the UK’s Coronavirus Corporate Finance Facility and €1bn from Spain’s Instituto de Crédito Oficial (‘ICO’) facility. British Airways have also extended their revolving credit facility and received funds from the CJRS (furlough). 

Given the solid performance figures noted by Mr Walsh and BA's continued hold on the most lucrative take-off and landing slots at Heathrow, it is possible that BA's recovery may be swift once normality returns. There may, therefore, be further sources of commercial liquidity available to bridge this period of uncertainty. It is also likely that Qatar Airways, with their 25% stake in IAG, would try to cover their position if there was a real solvency risk - and so an equity recaptialisation may also be possible. There may also be other Government sources of support. 

“£2.2 billion has been paid in dividends”
What Mr Walsh fails to say is that the £2.23bn figure has all been paid out in the last 5 years; £1.16bn of which was in the last 2 years. This enabled the Spanish parent IAG to pay out €1.935bn over the same two years - 2018 and 2019 - in dividends, special dividends and share buybacks. BA has been used as a cash cow for the IAG group and for Qatar Airways who own 25%+ of IAG's shares.
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