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BAA Airports Limited
Directors’ report

The Directors present therr annual report and the audited financial statements for BAA Amports Limited (the ‘Company’) for the
year ended 31 December 2010 BAA Airports Limited 1s an indirect subsidiary of BAA Limited which 1s the parent undertaking
of the smallest group to consolidate these financial statements (the 'BAA Group’)

Principal activities

The prncipal actmty of the Company 1s to act as the main service provider for the six airports (the ‘Airports’) owned and
operated by the BAA Group The Company employs all staff involved in running the operational activihes of the Airports and
also provides corporate and centralised services to the Airports through Shared Services Agreements (SSA’) In addition, the
Company 15 an indirect holding company of BAA (SP) Limited, which 1s the parent company within a nng-fenced group that
owns Heathrow and Stansted airports (the 'Designated arports’) and operates the Heathrow Express rall ink between
Heathrow and Paddington, London

No significani changes to the activiies of the Company are expected in the foreseeable future

Results and dividends
The profit after taxation for the financial year amounted to £311 1 million (2009 £596 3 millon) No dwidends were paid
during the year (2009 £rul)

The statutory results for the year are set out on page 10

Review of business and future developments
Key events occumng dunng the year and developments since the beginning of 2011 are detaled below

The BAA (SP) Limited Group's capital structure was enhanced by the completion in January 2010 of the final £217 4 million
tranche of a £500 milllon equity injection announced in November 2009

As a result of the equity injection, on 28 January 2010, the Company issued 210,000,000 ordinary shares of £1 each to BAA
Airports Holdco Limited On the same day the Company utilised the proceeds tegether with exsting cash of the Company to
subscnbe to an additional 217,370,315 ordinary shares of £1 each 1ssued by its subsidiary BAA (DSH) Limited

On 10 September 2010, the Company injected a further £100,000,000 to its subsidiary BAA (DSH) Limited, subscnbing to an
addiional 100,000,000 ordinary shares of £1 each

Key performance indicators

Gwven the straightforward nature of the business, the Company's directors are of the opinion that analysis using key
performance ndicators 15 not necessary for an understanding of development, performance or posiion of the Company's
operations

Regulatory developments

Competiton Commussion inquiry into the supply of UK aiport services by the BAA Group

The BAA Group’s prowision of UK airport services has been the subject of a Competiton Commussion (‘CC’) mvestigation In
March 2009, the CC published its final decision which included the key structural remedy that the BAA Group must divest
both Gatwick airport and Stansted (and either Edinburgh or Glasgow airport) Gatwick airport has since been sold

The CC's decision was initially overtumed by the Competition Appeals Tnbunal but was upheld by the Court of Appeal In
October 2010 and, in February 2011, the BAA Group was refused permmussion to appeal to the Supreme Court

In March 2011 the CC prowisionally concluded there had been no matenal change in circumstances that would lead it to
amend ts regquwement that the BAA Group sell first Stansted and then one of the Scotish arports within the onginal
commeraally confidential tmescale The BAA Group continues to believe that there have been matenal changes in
crcumstances which make the requirement to sell Stansted aiport inappropnate It has submitted comments to the CC
accordingly The CC 1s expected to publish its final decision in June 2011

Arrport economic regulation review and potential extension of Heathrow's current regulafory penod

In March 2011, the Government confirmed its intention to implement reforms to the framework for the economic
regulation of UK airports, as set out in s July 2010 statement, which largely build on proposals published by the
Department of Transport In December 2009 The proposals are expected to be enacted into law in the proposed new
Airport Economuc Regulation bill (the ‘Bili') in the 2012 parhlamentary session

Reflecting a desire that the terms of Heathrow's next regulatory settlement are negotiated using the new regulatory
framework, following consultation with Heathrow and its arrine community, in March 2011 the Civil Aviation Authonty
{'CAA") announced the extension of Heathrow's current regulatory period by one year from 31 March 2013 to 31 March
2014 Dunng the one year exiension, Heathrow's aeronautical tanffs will continue to be determmned using the existing
RPI + 7 5% formula In addition, Heathrow has agreed with its airine community a cap on its capital programme for the
extension year of £735 mullion (in 2007/08 pnces)




BAA Airports Limited
Directors’ report continued

Review of business and future developments continued

Regulatory developments continued

Govemment announcements on new runways and fugh speed rail

The UK's new coalition government announced that it will not support the development of new runways in the South East
of England but confirmed its support for the proposed high speed rail hink between London and Birmiungham together with
closer assessment of the ments of a direct connection to Heathrow airport

The BAA Group expects a direct high speed rail link to Heathrow airport would reduce journey times from the Midlands
and north of England thereby increasing demand to use Heathrow arport by captunng UK passengers that currently
travel via other European hubs Capacity should also be increased by allowing domestic slois serviced by relatively small
arrcraft to be rotated onto long haul routes serviced by larger arcraft

As a result of the government’'s position on runways, 1n May 2010 Heathrow and Stansted awrports stopped pursuing
planming apphcations for new runways The decision on runways 1s expected to reduce financing requirements over the
next few years As a result of this decision, the BAA Group made impairment charges in respect of runway planning
application costs and the value of properties and land purchased in relation to potential future runway development
These impairments however did not affect the carrying value of the investment which the Company holds in BAA (DSH)
Limited In addition, these accounting charges will not impact the airports’ regulatory asset bases or the generation of
future cash flows The Heathrow and Stansted airporis’ exposure to passenger volume nsk 1s imited by the five year
regulatory cycle in any event, future growth in passenger traffic 1s expected without new runways even at Heathrow
airport due to higher 1oad factors, capacity utihsation and increased use of larger arrcraft providing growth opportunities

Developments since beginning of 2011

In February 2011, the Company and the operating entities of the BAA Group entered into contracts with Capgemini for
the outsourcing of a range of IT services previously provided by the Company's own {T department These services,
which mclude application management, support of end user dewices, IT infrastructure management and telecoms
support, wilt be provided under an imitial five year contract The arrangement will involve a transition programme during
2011 which will inctude the transfer (to Capgemim) or retention of employees within the Company’s IT department and
result in one off incremental operating costs dunng 2011

Directors
The Directors who served are as follows

Mtichael Brown Restgned 9 March 2010
Nicholas Cullen Appointed 8 March 2010
John Holland-Kaye

Jose Leo

Steven Morgan

Company secretary

Pursuant to section 270 of Companies Act 2006 a private company registered within England or Wales 1s not required to
have a Company Secretary The Company avalled itself of this exernption and consequently on 1 September 2010 Carol
Hui resigned

Employment policies

The Company's employment policies are regularly reviewed and updated to ensure they remain effective The
Company’s overall aim 1s to create and sustain a high performing orgamisation by building on the commitment of its
people

The Company has defined a set of guiding pnnciples to ensure fair recruitment and sefection The Company continues to
aim to recrut, retain and develep high calibre people and has talent and succession management programmes for
managenal roles

The Company 15 committed o giving full and fair consideration to applicants for employment Every applicant or
employee will be treated equally whatever their race, colour, nationahty, ethnic or national ongin, sex, mantal status,
sexuatl onentation, religious belief, disability, age or community background The Company actively encourages a diverse
range of applicants and commits to farr treatment of all applicants The Company's investment in learning and
development 1s guided by senior ine managers who ensure that the Company provides the learning opportunities to
support the competencies that are seen as key to the Company’s success

Disabled persons have equal opportunities when applying for vacancies, with due regard to their aptitudes and abilities
The Company has further procedures to ensure that disabled colleagues are faily treated and that ther training and
career development needs are carefully managed Where employees have become disabled duning the course of
employment, the Company endeavours to ensure continuing employment through the arrangement of appropnate
fraiming




BAA Airports Limited
Directors' report continued

Employment policies continued

Employee mnvolvement and consuliation 1s managed in a number of ways including employee surveys, team updates,
brefings, roadshows and an intranet The Company also operates frameworks for consultation and ts committed 1o
managing people through change farly

Together these arrangements aim to provide a common awareness amongst employees of the financial and economic
factors affecting the performance of their business Bonuses paid to employees reflect the financial performance of the
business In addition, senior management parlicipate in a long-term incentive plan which also rewards based on BAA
Group performance

Supphier payment policies

The Company complies with the UK government's better payment practice code which states that responsible
companies should

* agree payment terms at the outset of a transacton and adhere to them,

= provide supplers with clear guidance on payment procedures,

* pay bills in accordance with any contract agreed or as required by law, and

» adwvise suppliers without delay when invoices are contested and settle disputes quickly

The Company had 15 days purchases outstanding at 31 December 2010 (2009 14 days) based on the average daily
amount invoiced by suppliers dunng the year

Risk management

Risk management 1s a key element of the BAA Group's corporate operations of which the Company forms part Risk 1s
centrally managed for the BAA Group The Executive Committee and Board referred to in the notes below relates to the
Executive Committee and Board of BAA Limited

Risk management in the BAA Group facilitates the identification, evaluation and effective management of the threats to
the achievement of the BAA Group’s purpose, vision, objectives, goals and strategies The vision of nsk management 1s
to embed the awareness of risk at all levels of the organisation, in such a way that all significant business decisions are
nsk-informed Particular emphasis 1s given to safety, secunty, environment, reputation and finance in pursuit of the BAA
Group's strategic framework

A key element of the nsk management process is the method of profiing nsk This determines the threats to the
achievement of business objectives and day to day operations in terms of hkehhecod and consequence at a residual level,
after taking account of mihgating and controling actions Details are mamtamned in nsk registers which are used as the
basis for regular review of nsk management at the Executive Committee level The nsk registers are also used to make
informed decisions relating to the procurement of insurance cover

The nsk management process 1S also aimed at defining and implementing clear accountabiities, processes and reporting
formats that deliver efficient and effective management assurance to the Board to ensure statutory compliance whilst
supporting business units to successfully manage their operations

The operation of the process and the indwidual registers are subject to penodic revtew by the BAA Group’s Business
Assurance function, whose primary responsibility 1s to provide independent assurance to the Board that the controls put
in place by managerment to mitigate nsks are working effectively

The pnncipal corporate and reputationat nsks as identified by the Executive Committee are

Safety risks
Health and safety 1s a core value of the business and the BAA Group operates a safety management system built around
nsk assessment, inspechion, asset stewardship, governance and assurance

Risk assessment 1s undertaken for all activities entailing significant nsk and proportionate control measures employed to
safeguard everyone impacted by the BAA Group's business The BAA Group also operates robust asset selection and
inspection and maintenance programmes to ensure property and equipment remain safe Governance, led by the
Airports’ Sentor Management Teams, and assurance processes are used to ensure the aforementioned remain effective
and to encourage continuous iImprovement
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Risk management continued

Security risks

Secunty nsks are regarded as important nsks to manage throughout the BAA Group The BAA Group rutigates these
nsks by adopting and enforcing rigorous policies and procedures supported by professional training and by investment in
leading-edge secunty technology The BAA Group works closely with government agencies, including the police and the
UK Border Agency, to match secunty measures {o a level commensurate with the current raised threat environment

Assurance 1s provided through management reporting processes and a specialst compliance audit function, reporting
directly to the Health, Safety, Secunty and Environment Committee

Regulatory environment, legal and other reputational risks

Crvil Aviation Authonly (‘CAA’) econoric regulation

The BAA Group's operations at Heathrow and Stansted airports are currently subject to regulatory review by the CAA
and CC normally every five years The nsk of an adverse outcome from these reviews 1s mihigated as far as possible by a
dedicated project team which ensures full comphance with formal regulatory requirements, establishes a sound
relationship with the regulator and advises the Executive Committee and Board on regulatory matters

Part of the regulatory framework 1s the BAA Group’s involvement In constructive engagement with its airline customers
In order to manage the nsk of adverse arine relations, all arlines are invited to participate throughout the constructive
engagement process and to be represented on engagement fora — eg joint steenng groups When feedback 1s sought or
processes measured, robust processes have been put in place to ensure confidentiality and neutrality of interpretation In
addition, key stakeholders are engaged on a joint planming basis which provides airlines with the opportunity to arr views
and share plans, thereby ensunng their cn-going requirements are articulated and understood

Competifion rules

The penalties for faling to comply with the 1998 Competition Act and relevant EU law are recogrised as nsks to manage
within the BAA Group, given its position in certain markets Clear policy direction, which includes compulsory awareness
training and close support from the internal legal department, reduces the nsk of the BAA Group breaching these
regulations Refer to the Review of busimess and future developments section for details on the Competition Commission
inquiry into the supply of UK airport services by BAA and the Arrport economic regulation review and potential extension
of Heathrow's current regulatory penod

Capacity shortfall

Fallure to secure necessary planning permissions could lead to the BAA Group having insufficient capacity to meet the
demands of the industry resulting in increased congestion and declining passenger service The UK government's policy
on arport capacily changes has a significant influence on the BAA Group's abiity 1o secure necessary planring
permissicns and develop capacity The BAA Group mitigates this nisk through extensive consultation with community
groups and authornties at a local level and active partticipation in government consultations and other advisory groups In
addition, investment in additional capacity at Heathrow and Stansted airports will be parily dependent on an appropnate
leve! of investment incentives being provided in future regulatory settlements

Existing planning approvals provide for passenger traffic to grow to approximately 90 million and 35 mithon at Heathrow
and Stansted arrporis respectively

Environmental nsks

Environmenta! nsk 1s managed throughout the BAA Group as it has the potential to impact negatively upon the BAA
Group's reputation and jeopardise its hcence to operate and to grow The BAA Group controls and miigates these risks
at a number of levels Proachive environmental management systems and employee training programmes are embedded
within operations through clear environmental strategies and resource conservation iniatives  Progressive mfluencing of
ihird parties, stakeholder engagement and community relations programmes are also established The BAA Group works
closely with a range of stakeholders to ensure that the BAA Group reacts effectively to the challenges posed by the
environmental agenda

Commercial and financial risk management objectives and policies

Operational disrupton

There are a number of circumstances that can pose short term nsks to the normal operations of Heathrow and Stansted
airports such as shocks to the macroeconomic environment, terrensm, wars, airine bankruptcies, human health scares,
weather conditions and natural disasters whose cause may be remote from the location of the Heathrow and Stansted
arrports These condittons can have a particularty significant impact on an airport such as Heathrow where, due to
operating close to full capacity, there 1s neglgible spare capacity to utihse in recovering from some of the above
conditions Where possible the BAA Group seeks to anticipate the effects of these events on its operations and also
maintains contingency plans to mnimise disruption wherever possible
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Risk management continued

Commercial and financial risk management objectives and policies continued

Capital projects

The BAA Group recognises that fallure to control key capital project costs and delivery could damage its financial
standing and reputation The BAA Group mitigates this nsk through adherence to a robust project process and by a
system of assurance, consisting of project and programme reviews before approval and dunng construction The process
1s continually improved incomporating lessons leamt and “best practice” distilled from knowledge sharing with other client
programmes, experhise within its supply chamn and guidance from professional bodies

Changes in demand

The nsk of unanticipated long-term changes in passenger demand for air travel could lead to misaligned operaticnal
capacity within the BAA Group Since 1t 1s not possible to identify the tming or penod of such an effect, the BAA Group
carnes out evaluations through a senes of scenano planning exercises

Industnal relations

The nsk of iIndustnal action by key staff that affects critical services, cuntails operations and has an adverse financial and
reputational impact en the BAA Group 1s recognised The Company has a range of formal national and local consultative
bodies to discuss pay, employment condiions and business 1ssues with the Trade Unions The 2011 pay negotiations
started in late January 2011 In March 2011, the BAA Group concluded negotiations with the Trade Umwons for
employees based at Heathrow regarding their pay through to the end of 2013 (separate negetiations will be undertaken
for employees based at other arports) The BAA Group could also be exposed to the effect of industrial action involving
other key stakeholders in the aviation sector such as airlines, arr traffic controllers and baggage handlers

Treasury

The Company's financial nsk management objectives are aligned with its intermediate parent company, BAA Limited,
which 1s the parent undertaking of the smallest group to consolidate these financial statements and the level at which
financial nisks for the Company are managed

The treasury policies of the BAA Group are set out below

The Board approves prudent treasury policies and delegates certain responsibilities to senior management who directly
control day-to-day treasury operations on a centralised basis

The treasury function 1s not permitted to speculate in financial instruments s purpose 1s to identify, mitigate and hedge
treasury-related financial nsks inherent in the BAA Group’s business operations and funding To achieve this, the BAA
Group enters into interest rate swaps, index-linked swaps, cross-currency swaps and foreign exchange transactions 1o
protect against interest rate and currency nsks

The pnimary treasury related financial nsks faced by the BAA Group are

(2) Interest rates
The BAA Group mamntains a mix of fixed and floating rate debt As at 31 December 2010, fixed rate debt after
hedging with derivatives represented 76% of the BAA Group's total external nominal debt

The BAA Group mitigates the nsk of mismatch between aeronautical income and its designated airports’ regulatory
asset bases, which are directly linked to changes m the retail prices index, and nominal debt and interest payments
by the 1ssuance of inflatien linked instruments

(b} Foreign currency
The BAA Group uses cross-currency swaps to hedge all interest and principat payments on its foreign currency debt
The BAA Group uses foreign exchange contracts to hedge matenal capital expenditure in foreign currencies once a
project 1s certain to proceed

(¢) Funding and liquichty
The BAA Group has established both investment grade (at BAA (SP) Limited level) and sub-investment grade (at
BAA (SHj) plc level) financing platforms for its designated awports The BAA (SP) Limited platform supports bank term
debt, bank revolving credit faciities mcluding a revolving capital expenditure faciity, bank hquidity faclities and
sterling and foreign currency capital markets issuance All debt 1s secured and can be 1ssued In either senior (A-/A-)
or junicr (8BB/BBB} format Covenanis are standardised wherever possible and are monitored on an ongoing basis
with formal testing reported to the Board and Executve Committee

The BAA {SH}) plc platform is rated BB+/Ba3 and supports both bank and bond debt
Although there can be no certainty that financing markets will remain open for issuance at all times, debt maturities

are spread over a range of dates, thereby ensunng that the BAA Group 1s not exposed to excessive refinancing nsk
IN any one year
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Risk management continued

Commercial and financial risk management objectives and policies continued

Treasury continued

{c) Funding and hquidity confinued
The Designated arrports have positive cashflows before capial expendriture and mamntain at least 12 months'
headroom under the revolving capital expenditure facility As at 31 December 2010, cash at bank was £67 million,
undrawn headroom under bank credit faciliies was £1,450 million and undrawn headroom under the bank liquidity
facihities was £524 million

{d)} Counterparty credit
The BAA Group’s exposure to credi related losses, in the event of non-performance by counterparties to financial
instruments, 1s mitigated by imiting exposure to any cne party or instrument

The BAA Group maintains a prudent split of cash and cash equivalents across a range of market counterparties n
order to mitigate counterparty credit nsk Board approved investment policies and relevant debt facility agreements
provide counterparty investment imits, based on short- and long-term credit ratings Investment activity I1s reviewed
on a regular basis and no cash or cash equivalents are ptaced with counterparhes with credit ratings lower than A-
2/F1 The BAA Group monitors the credr rating of derivative counterparties on a daily basis and ensures no positions
are entered into with counterparties with credit ratings below BBB+/A

Directors' indemnity

The Company's Articles of Association provide that, subject to the provisions of the Companies Act 20086, but without
prejudice to any protection from hability which might otherwise apply, every director of the Company shall be indemnified
out of the assets of the Company against any loss ar hability incurred by hum in defending any proceedings in which
judgment 1s given in his favour, or in which he s acquitted or In connection with any application in which relief 1s granted
to hum by the court for any negligence, default, breach of duty or breach of trust by him in relation to the Company or
otherwise in connection with his duties or powers or office

Auditors
Pursuant to the provision of section 485(4) of the Comparies Act 2006, an ordinary resolution was made by the Directors
to appoint Deloitte LLP as Auditors of the Company for the year ended 31 December 2010

Statement of disclosure of information to the Auditors

Each of the persons who s a director at the date of approval of this Annual report confirms that

= so far as the Director 1s aware, there 1s no relevant audit infformation of which the Company's auditors are unaware,
and

= the Director has taken all the steps that he ought to have taken as a director n order to make himself aware of any
relevant audit information and to establish that the Company's auditors are aware of that information

This confirmation 1s given and should be interpreted in accordance with the provisions of section 418 of the Companies
Act 2008

On behalfl of {Me Board

1.3 June 2011

Company registration number 01970855
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Directors’ responsibilities statement

The Directors are responsible for prepanng the Annual Report and the financial statements in accordance with applicable
law and regulations

Company law requires the Directors to prepare financial statements for each financial year Under that law the Directors
have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted Accounting
Practice {Unted Kingdom Accounting Standards and applicable law) Under company law the Directors must not
approve the financial statements unless they are satisfied that they give a true and fair view of the state of affars of the
Company and of the profit or loss of the Company for that period

In prepanng these financial statements, the Directors are required to

= select suitable accounting policies and then apply them censistently,

s  make judgments and accounting estimates that are reasonable and prudent,

= state whether applicable UK Accounting Standards have been followed, subject to any matenai departures disclosed
and explained in the financial statements, and

» prepare the financial statements on the going concern basis unless it 1s mappropnate to presume that the company
will continue in business

The Drrectors are responsible for keeping adequate accounting records that are sufficent to show and explain the
Company'’s transactions and disclose with reasonable accuracy at any time the financial position of the Company and
enable them to ensure thal the financial statements comply with the Companies Act 20068 They are also responsible for
safeguarding the assets of the Company and hence for taking reasonable steps for the prevention and detection of fraud
and other irregulanties

On behalf of the B

2. 3June 2011
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Independent auditor’s report to the members of BAA Airports Limited

We have audited the financial statements of BAA Airports Limited for the year ended 31 December 2010 which comprise
the Profit and loss account, the Statement of total recogmsed gains and losses, the Reconcihaton of movements in
shareholder's funds, the Balance sheet, the Accounting policies, the Significant accounting Judgements and estimates
and the related notes 1 to 23 The financial reporting framework that has been apphed in their preparation 1s applicable
law and United Kingdom Accounting Standards (United Kingdem Generally Accepted Accounting Practice)

This report 1s made solely to the Company's members, as a body, in accerdance with Chapter 3 of Part 16 of the
Companies Act 20068 Our audit work has been undertaken so that we might state to the Company’'s members those
matters we are required to state to them in an auditors’ report and for no other purpose To the fullest extent permitted by
law, we do not accept or assume responsibility to anyone other than the Company and the Company’'s members as a
body, for our audit work, for this repert, or for the opinions we have formed

Respective responsibilities of directors and auditors

As explained more fully in the Directors’ responsibibties statement, the Directors are responsible for the preparation of
the financial statements and for being satisfied that they give a true and farr view Our responsibility 1s to audit and
express an opinion on the financral statements in accordance with apphcable law and Intemational Standards on Auditing
(UK and Ireland) Those standards require us to comply with the Auditing Practices Board's Ethical Standards for
Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from matenal misstatement, whether caused by fraud or
error This mcludes an assessment of whether the accounting policies are appropnate to the Company’'s circumstances
and have been consistently applied and adequately disclosed, the reasonableness of significant accounting estimates
made by the Directors, and the overall presentation of the financial statements

Opmion on financial statements

In our opinion the financial statements

= give a ftrue and fair view of the state of the Company’s affars as at 31 December 2010 and of its profit for the year
then ended,

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

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

Opmion on other matter prescribed by the Companies Act 2006
In our opimion the infformation given n the Directors’ report for the financral year for which the financial statements are
prepared 1s consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report In respect of the following matters where the Companies Act 2008 requires us to report to you

if, tn our opinion

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

» the financial statements are not in agreement with the accounting records and returns, or

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

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

Andrew J Kelly (Senior Statutory

for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditors
London, UK

23 June 2011




BAA Airports Limited

Profit and loss account for the year ended 31 December 2010

Year ended Year ended

31 December 2010 31 December 2009

Note Em £m

Turnover 1 554 8 8091
Operating costs — ordinary 2 (544 9) (588 7)
Operating (costs)/income — exceptional pensions 3 (105 0) 2580
Operating costs — exceptional other 3 30 (7 2)
Total operating costs (646 9) (337 9)
Operating (loss)/profit (92 1) 2712
Net interest receivable and similar income 4 5199 5111
Farr value (loss)/gan on financial instruments 4 (54) 42 4
Dividends receivable 5 26 10
Profit on ordinary activities before taxation 4250 8257
Tax charge on profit on ordinary actvities 8 {113 9) (229 4)
Profit on ordinary activities after taxation 19 3111 596 3

All profits and losses recognised dunng the current and pnor year are from continuing operations

10




BAA Airports Limited

Statement of total recognised gains and losses for the year ended 31 December 2010

Year ended Year ended

31 December 2010 31 December 2009

Note £m £m

Profit for the financial year 19 3111 596 3
Deferred tax (debit)/credit on itemns transferred directly 1o equity’ (23 2) 1121
Current tax charge on items transferred directly to equity - (0 6)

Other net recognised gains and {losses) relating to the year

Actuanal gain/(loss) (gross of deferred tax) 14 624 (404 3}
Other movements - 21
Fair value gains 18 06 126
398 (282 3)

Total recognised gains relating te the year 3509 3140

! This includes a deferred tax debit of £23 3 milhon (2009 £114 3 million credit) refating to retirement benefit obligations

Reconciliation of movements In shareholder’'s funds for the year ended 31 December 2010

Restated’

Year ended Year ended

31 December 2010 31 December 2009

Note £m £m

Profit for the financial year 19 3111 596 3
Deferred tax (debit)/credit on items transferred directly to equity? {23.2) 1121
Current tax charge on items transferred directly to equity - (0 6)

Other net recognised gans and (losses) relating to the year

Actuanal gain/(loss) (gross of deferred tax) 14 624 (404 3)
Cther movements 32 39
Farr value gains 18 06 126
Issue of ordinary share capital 16 210 0 2550
Net movement in shareholder's funds 564 1 5750
Opening shareholder's funds 88223 8,247 3
Closing shareholder’s funds 9,386 4 88223

! The presentation of certain balances for the year ended 31 December 2008 has been restated to be consistent with cument year disclosures
2 This includes a deferred tax debit of £23 3 milon {2009 £114 3 million credit) relating to retirement benefit obligations
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BAA Airports Limited

Balance sheet as at 31 December 2010

Restated’
31 December 2010 31 December 2009
Note Em £m
Fixed assets
Tangible assets 7 38 57
Investments 8 5,6509 53333
Total fixed assets 5,6547 53390
Current assets
Debtors due within one year 9 487 6 6249
due after more than one year 9 6.,8924 6,550 5
Current asset investments 10 1939 403
Cash at bank and in hand 11 134 17 2
Total current assets 7,5873 7,2329
Current habilities
Creditors amounts falling due within one year 12 (934 3) (644 9)
Net current assets 6,653 0 6,588 0
Total assets less current habihities 12,3077 11,9270
Creditors amounts falling due after more than one year 13 (2,8871) (2,854 0)
Prowvisions for habiities and charges 15 (87) (65 0)
Net assets (excluding pension hability) 94119 9,008 0
Net defined benefit pension lability 14 {25 5) {185 7)
Net assets 9,386 4 88223
Capital and reserves
Called up share capital 16 1,567 4 1,357 4
Share premium reserve 17 3253 3253
Farr value reserve 18 431 48 4
Profit and loss reserve 18 7,450 6 7,091 2
Total shareholder's funds 9,386 4 8,822 3

! The presentation of certasn balances for the year ended 31 December 2009 has been restated to be consistent with curent year disclosures

The financial statement
of Directors and au
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BAA Airports Limited
Accounting policies for the year ended 31 December 2010

The principal accounting policies apphed in the preparation of the financial statements of BAA Airporis Limited (the
‘Company’) are set out below These policies have been applied consistently te all the years prasented, unless otherwise
stated

Basis of preparation

These financial statements have been prepared under the tustoncal cost convention, as modified by the revatuation of certain
investments and financia! instruments, n accordance with the Companies Act 2006 and United Kingdom Accounting
Standards (United Kingdom Generally Accepted Accounting Practice)

Going concern .

The Directars have prepared the financial statements on a going concern basis which requires the Directors to have a
reasonable expectation that the Company, as part of the BAA Limited Group (the ‘BAA Group'), has adequate resources
to continue i operational existence for the foreseeable future The Company forms part of the BAA Group which 1s the
smallest group to consohdate these financial statements and the level at which the financial nsks are managed for the
Company

Consequently the Directors have reviewed the cash flow projections of the BAA Group, taking into account

» the forecast revenue and operating cash flows from the underlying operations,

= the forecast level of capital expenditure, and

= the overall BAA Group hguidity position, including the projected upstream of cash, remamming committed and
uncemmitted faciibes available to it, its scheduled debt maturities, its forecast financial ratios and ability to access the
debt markets

As a result of the review and having made appropnate enquines of management, the Directors have a reasonable
expectation that sufficient funds will be available to meet the Company's funding requirement for the next twelve months
from the balance sheet signing date

Changes in accounting policy and disclosures

New and amended standards adopted by the Company

The Company has adopted the amendment to Financial Reporting Standard (FRS’) 20 'Share-based Payment’ for
Group cash-settled Share-based payment transactions, as detalled below in the Share-based payments acceunting
policy

Consolidated financial statements

The Company has taken advantage of the exemption prowided by section 400 of the Companies Act 2006 from the
requirement to prepare consolidated financial statements as it 1s a wholly owned subsidiary of FGP Topco Limited and 1t
and its subsidiary undertakings are included in the consolidated financial statements of that company for the year ended
31 December 2010 The results are also included in the consolidated financial statements of BAA Limited for the year
ended 31 December 2010 (intermediate parent entity and the smallest group to consolidate these financial statements)
FGP Topco Limited is a company registered in England and Wales

The financial statements present information about the Company as an indwidual entity only and not as a group

Tumover
Turnover represents amounts recevable for goods and services provided in the normal course of business, net of discounts,

VAT and cother sales-related taxes This 1s mainly compnsed of the recovery of costs from BAA Group entities in accordance
with the SSA

Exceptional items

The Company presents, on the face of the profit and loss account, disclosure of exceptional items Exceptional tems are
matenal tems of income and expense that, because of the unusual nature and expected infrequency of the events giving
nse to them, ment separate presentation to allow an understanding of the Company's financial performance

Such events may include gains or losses on disposal of businesses or assets, major reorganisation of business, closure
or mothballing of terminals and costs incurred in bringing new airport terminal complexes and airfields to operational
readiness that are not able to be capitalised as part of the project

Addrional details of excephional itemns are provided as and when required as set out in Note 3

tnder the terms of the SSA, the Company has the ability to recover an amount equa! to the existing pension deficit from
the operating companies of the BAA Group Based on this principle, an amount recevable i1s bocked reflecting this legal
nght and movements in the receivable due to changes dunng the penod in the BAA Group's pension deficit are recorded
as exceptional charges or income due to their unusual nature

Interest
Interest payable and interest receivable are recognmised in the profit and loss account in the penod in which they are incurred
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BAA Airports Limited

Accounting policies for the year ended 31 December 2010 continued

Tangible fixed assets
Operational assets
Plant, equipment and other assets are stated at cost less accumulated depreciation and Impairment losses

Depreciation

Depreciation 1s provided on operational assets to wnte off the cost of the assets less estmated residual value by equal
instalments over therr expected useful ives as set out below

Plant and equipment Fixed asset lives
Office equipment 5 - 10 years
Computer equipment 4 —5years
Computer software 3 -7 years

Asset residual values and useful lives are reviewed and adjusted, If appropnate, al each reporting date

Impairment of assets (excluding investment in subsidiaries)

The Company assesses, at each reporting date, whether there s an indication that an asset may be mpaired If any
such indication exists, or when annual impairrment testing for an asset 1s required, the Company estimates the asset's
recoverable amount Where the asset does not generate cash flows that are independent of other assets, the
recoverable amount of the income-generating unit to which the asset belongs 1s estimated Recoverable amount 1s the
tugher of an asset's net realisable value and its value in use In assessing value n use, the estimated future cash flows
are discounted to therr present value using a pre-tax discount rate that reflects current market assessments of the time
value of money and the nsks specific to the asset Where the carrying amount of an asset exceeds its recoverable
amount, the asset 1s considered impaired and 1s wntten down to its recoverable amount impairment losses of continuing
operations are recognised In the profit and loss account in those expense categories consistent with the function of the
impared asset

An assessment 15 made at each reporting date as to whether there 1s any indication that previously recognised
imparment losses may no longer exist or may have decreased If such indication exists, the recoverable amount 1s
estimated A previously recognised impairment loss 1s reversed only 1f there has been a change in the estimates used to
determine the asset's recoverable amount since the last impairment loss was recognised If that 1s the case the carrying
amount of the asset 1s increased to its recoverable amount That ncreased amount cannot exceed the carrying amount
that would have been determined, net of depreciation, had no impairment loss been recognised for the asset in prior
years After such a reversai, the depreciation charge 1s adjusted in future pencds to allocate the asset's revised carrying
amount less any residual value, on a straight-line basis over its remaining useful life

Leases

The determination of whether an arrangement 1s or contains a lease i1s based on the subslance of the arrangement and
requires an assessment of whether the fulfilment of the arrangement 1s dependent on the use of a specific asset or assets
and the arrangement conveys a nght to use the asset

Company as a lessee
Operating lease payments are recognised as an expense in the profit and loss account on a straight-ine basis over the
lease term

In the event that lease incentives are received to enter into operating leases, such incentives are recognised as a habihty
The aggregate benefit of incentives 1s recognised as a reduction of rental expense on a straight-line basis, except where
another systematic basis 1s more representative of the time pattern in which economic benefits from the lease assets are
consumed

Company as a lessor

Leases where the Company retans substantally all the nsks and benefits of ownership of the asset are classified as
operating leases Rental income from operating leases 1s recognised on a straight-ine basis over the term of the relevant
lease Inihal direct costs incurred in negotiating an operating lease are added to the casrying value of the leased asset and
recognised over the lease term on the same basis as the rental income

Investments
investments in substdiary held as fixed assets are stated at cost and reviewed for impairment if there are any indications
that the carrying value may not be recoverable

Investments in subsidiary undertakings include interest free loans to subsidianes that have no fixed repayment date

Other investments are accounted for in accordance with FRS 26 on the basis more fully set out below under ‘Financial
assets’
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BAA Airports Limited

Accounting policies for the year ended 31 December 2010 continued

Debtors

Deblors are recogrused mibially at cost less any provision for dimmution in value and subsequently measured at amortised
cost, using the effective interest rate method, less any provision for impairment

Cash and current asset investments

Cash compnses cash in hand and deposits repayable on demand, less overdrafis payable on demand, when a night to
offset exists

Liquid resources are current asset investments which are disposable without curtailing or disrupting the business and are
either readily convertible into known amounts of cash at or close to their carrying values or traded in an active market
Liguid resources compnse term deposits less than one year (other than cash) and investments in money market
managed funds

Creditors

Creditors are recognised ihally at cost and subsequently measured at amorbised cost using the effective interest rate
method

Amounts owed to group undertakings are recogrmised imtially at fair value, net of transactton costs incurred and are
subsequently stated at amortised cost using the effective interest rate method

Deferred iIncome
Contractual income 15 treated as deferred income and released to the profit and loss account as earned

Provisions

Provistons are recognised when the Company has a present obligation (legal or constructive) as a result of a past event,
it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a
rehable estimate can be made of the amount of the obligation Provisions are measured at the best estimate of the
expenditure required to settle the obligation at the reporting date and are discounted to present value where the effect I1s
matenal

Restructurings

A restructuning provision 1s recognised when the Company has developed a detalled formal plan for the restructunng and
has raised a valid expectation in those affected that it will carry out the restructunng by starting to implement the plan or
announcing its main features to those affected by &t The measurement of a restructuring provision includes only the
direct expenditures ansing from the restructunng, which are those amounts that are both necessanly entaled by the
restructuring and not associated with the ongomg activities of the entity

Classification of financial instruments 1ssued by the Company
In accordance with FRS 25 ‘Financial Instruments Presentatior’, financial instruments 1ssued by the Company are
treated as equity (1 @ forming part of shareholder's funds) only to the extent that they meet the following two conditions

{a) they include no contractual obligations upon the Company to deliver cash or cther financial assets or to exchange
financial assets or financial habilities with another party under conditions that are potentially unfavourable to the
Company, and

{b) where the instrument will or may be settled in the Company’'s own equity instruments, it 1s ether a non-denvative
that includes no obligation to deliver a vanable number of the Company's own equity nstruments or is a denvative
that will be settled by the Company exchangmng a fixed amount of cash or other financial assets for a fixed number of
its own equity instruments

To the extent that this definibton 1s not met, the proceeds of 1ssue are classified as a financial habiity Where the
nstrument so classified takes the legal form of the Company's own shares, the amounts presented in these financal
statements for called up share capital and share premium reserve exclude amounts tn relation to those shares

Finance payments associated with financial labilities are dealt with as part of interest payable and similar charges

Finance payments associated with financial instruments that are classified as part of shareholder's funds, are dealt with
as appropnations in the reconcihiation of movements in shareholder’s funds

The Company 1s exempt from reporting informaten under FRS 29 ‘Financial Instruments Disclosures’ because the
consolidated financial statements of its infermediate parent BAA Limited, prepared group accounts in accordance with
IFRS 7 'Financial Instruments Disclosures’

Denvative financial instruments

Dernvatives are mtally recogmised at fair value on the date a denvative contract 1s entered into and are subsequently
remeasured at their fair value
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BAA Airports Limited

Accounting policies for the year ended 31 December 2010 confinued

Dernvative financial instruments continued
The Company does not currently designate its dernvatives in a hedge relationship

The full fair value of a hedging denvative 1s classified as a non-current asset or habtity when the remamning maturity 1s
more than 12 months, and as a current asset or liability where it Is less than 12 months Denvatives that do not qualify for
hedge accounting and which are not held for trading purposes are classified based on ther matunty Changes in the far
value of any of these dervative instruments are recognised immediately in the profit and loss account

The interest payable and recevable on those denvatives are recorded at their gross amount in interest payable and
interest receivable in the profit and loss account

Financial assets

On tial recognition, financial assets are measured at far value, plus, in the case of nvestments not at fairr value
through the profit or loss account, directly atinbutable transaction costs After imiial recogniion, investments that are
classified as ‘held-for-trading’ and ‘available-for-sale’ are measured at far value Far value gams or losses on
investments held-for-trading are recognised in the profit and loss account Fair value gains or losses on avallable-for-sale
investments are recognised in a separate component of equity until the investment I1s sold, collected or otherwise
disposed of, or until the investment 1s determined to be imparred, at which time the cumulative fair value gain or loss
previously reported in equity 1s included in the profit and loss account In the case of equity secunties classified as
available-for-sale, a significant or prolonged decline in the far value of the security below Hs cost s considered an
indication that the secunty 1s impaired If impairment 1s indicated, the cumulative fair value gain or loss previously
reported in equity 1s included In the profit and loss account

Assets classified as ‘loans and recevables’ or ‘held-to-matunty’ are recognised on the batance sheet at amortised cost,
using the effective interest rate method, less any provision for impairment

Non-denvative financial assets with fixed or determinable payments that are not quoted in an active market are classified
as ‘loans and recewvables’ and are carned at amortised cost using the effective interest rate method Non-derivative
financial assets with fixed or determmable payments and fixed maturities that the Company's management has the
positive intent and abiiity to hold-to-matunty are classified as ‘held-to-matunty’ and are camed at amortised cost using
the effeclive interest rate method For investments camed at amortised cost, gams and losses are recognised In the
profit and loss account when the investments are de-recognised or impaired, as well as through the amortisation
process

For investments that are traded in an active market, fair value 1s determined by reference to quoted market bid pnces at
the reporting date For investments where there s no quoted market pnce, farr value 1s determined by using valuation
techniques, such as estimated discounted cash flows, or by reference to the current market value of similar investments

Purchases and sales of investments are recogrised on trade-date being the date on which the Company commits to
purchase or sell the asset

Investments are classified as held-for-sale If thetr carrying amount will be recovered pnneipally through a sale transaction
rather than through continuing use This condiion 1s regarded as met only when the sale i1s highly probable, the asset 1s
available for immediate sale in its present condition, management are commitied fo the sale and the sale 1s expected to
be completed within one year of the date of classificaton Assets classified as held-for-sale cease o be depreciated and
are measured at the lower of carrying amount and fair value less selling costs

Shared Services Agreements ('SSA")

The Company directly employs the employees of the BAA Group with the exception of non-senior management at Heathrow
Express Operating Company Limted (HEX") The Company also acts as the prowider of corporate and administrative
services to the BAA Group and sponsors the related defined benefit pension plans and grants all ernployee benefils related to
it

On 18 August 2008, the Company entered into Shared Services Agreements, one with the BAA Group’s Designated
awrports and the other with BAA Group’s Non-designated airports, under which the Company provides the BAA Group
with operational staff and corporate services

Operational staff

The Company charges the BAA Group companies for the provision of services in relation to staff costs, including wages
and salanes, superannuation costs, medical costs and redundancy payments, as well as any other of its associated
expenses properly incurred by the employees of the Company in providing the services These costs include the cost of
purchase of any shares in relation to share options granted and any hedging costs related to employee share options
All of the amounts included in the abovementioned costs are settled in cash except for superannuation costs and costs
related to hedging of share optons, which are only settled when the cash outflow 1s requested by the Company
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BAA Airports Limited

Accounting policies for the year ended 31 December 2010 contiriued

Shared Services Agreements {('SSA’) continued

Corporate and centralised services

The Company alsc provides centrahsed airport support including IT applications, general business services, procurement
and financial accounting These services are charged in accordance with the SSA with a mark-up of 7 5% except for IT
apphcations, or sub-contractor costs, where only full costs are recharged to the BAA Group

Pension costs

Under the SSA the cument period service cost for the Company’s pension schemes are recharged to each of the airports
within the BAA Group and HEX on the basis of ther pensionable pay base

Cash contnbutions are made directly by the BAA Greup's arports and HEX to the BAA Group's defined benefit and defined
contnbution pension schemes on behalf of the Company and the related payable, net of the current service cost charges o
date, 1s recorded within Creditors - Amounts owed to group undertakings - pensions

In addition, each Asrport and HEX has had a legal obligation since August 2008 to fund its share of the BAA Group's
defined benefit pension scheme deficit and Unfunded Retirement Benefit Scheme and Post Retirement Medical Benefits
(pension related liabihities) under the SSA The share of the deficit has been allocated to the Airports and HEX on the
basis of pensionable salanes of those employees being in the defined benefit pensicn scheme and recorded as an
exceptional item due io its unusual nature The amounts allocated to the Airports and HEX are recorded in Debtors -
Amounts owed by group undertakings - pensions

Employee benefits

The Company operates a defined contnibution pension scheme for all employees who joined the Company after 15 June
2008 The Company also has a defined contribution pension scheme in respect of employees of BAA Business Support
Centre Limited The total cost of defined coninbution pensien arrangements are fully expensed as employment costs
The Company has no further payment cbligations once the contributions have been paid

The Company's pnmary UK pension fund i1s a self administered defined benefit scheme now closed to new employees
In accordance with FRS 17, ‘Retirement benefits’ the service cost of the pension provision relating to the penod, together
with the cost of any benefits relating to past service, 1s charged to the profit and loss account A charge equal to the
increase In the present value of the scheme liabiities (because the benefits are closer to settlement) and a credit
equivatent to the Company’s long term expected return on assets (based on the market value of the scheme assets at
the start of the penod) are included in the profit and loss account

The difference between the market value of the assets of the scheme and the present value of accrued pension habilities
is shown as an asset or hability on the balance sheet net of deferred tax Any difference between the expected return on
assets and that actually achieved 1s recognised in the statement of total recognised gans and losses along with
differences which anse from expenence or assumption changes

Further information on pension arrangements 1s set out in Note 14

Share-based payments

The Company histancally operated an Executive Share Option Plan (‘'ESOP’) to provide awards of options over Ferrovial
S A shares that were generally reserved for full time directors and other semor employees This plan was closed 1n 2009
and replaced by a Performance Cash Plan

Due to amendment of FRS 20 in August 2008, there has been a change 1n accounting policy and option plans are now
accounted for as cash-setfied share-based payment transactions in accordance with the grant being made over Ferrovial
S A shares and the Company has an obhgation to settle the share-based payment transaction This has been
retrospectively adjusted for in the profit and loss account

For cash-settled share-based payments, a liability ts recognised for the services acquired, measured imitially at the far
value of the hability At the balance sheet date untl the hability 1s seftled, and at the date of settlement, the fair value of
the habilty 1s remeasured, with any changes in fair value recognised in profit or loss for the year

Options are granted with a fixed exercise pnce equal to the market price of the shares at the date of grant The exercise
period for options commences three years from the option grant date and lasts for three years Vesting of the options 1s
subject to continued employment and the BAA Group achieving targeted levels of EBITDA

The Company has a number of cash-settled equity swaps that are treated as denvative financial instruments and are
intended to hedge the future cash flows required on potenhial exercise of the options The farr value of these equity swap
arrangements 1s recorded in the balance sheet with the gamn or loss incurred in the penod recorded within the profit and
loss account
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BAA Airports Limited

Accounting policies for the year ended 31 December 2010 continued

Share-based payments continued
A Perfermance Cash Plan provides senior managers with an annual award related to a percentage of therr basic salary

(dependent on grade) A percentage of the award will be paid as a cash lump sum to participants 3 years from the date
of the award subject to financial performance conditions having been met

Current and deferred taxation
The tax expense for the year compnses current and deferred tax Tax 1s recognised in the profit and loss account, except to
the extent that it relates to tems recognised directly in reserves In this case, the tax 1S also recognised in reserves

Current tax habithies are measured at the amount expected to be recovered from or paid to the taxation authorties The tax
rates and tax laws used to compute the amount are those that are enacted or substantively enacted at the reparting date

Management penodically evaluates positions taken in tax returms with respect to situations i which apphcable tax regulation
1S subject to interpretation

In accordance with FRS 19, ‘Deferred Tax', deferred tax 1s prowided n full on tming differences which result in an
obligation at the balance sheet date to pay more tax, or a nght to pay less tax, at a future date, at rates expected to apply
when they crystallise based on current tax rates and law Timing differences anse from the inclusion of tems of iIncome
and expenditure in taxation computations in periods different from those in which they are included i financal
statements Deferred tax s not provided on timing differences ansing from the revaluation of nvestment properties where
there 1s no commitment to sell the asset

Deferred tax assets are recognised to the extent that it 1s regarded as more likely than not that they will be recovered
Deferred tax assets and habilittes are not discounted

Deferred income taxation is determined using the tax rates and laws that have been enacted, or substantively enacted,
by the reporting date and are expected to apply when the related deferred tax asset or habiity 1s realised or settled

Share capital

Ordinary shares are classified as equity and are recorded at the par value of proceeds received, net of direct 1ssue costs
Where the shares are 1ssued above par value, the proceeds in excess of par value are recorded in the share premium
reserve

Dividend distnbution

A dividend distnbution to the Company’s shareholder Is recognised as a hability in the Company’s financial stalements in the
penod in which the shareholder's nght to receive payment of the dividend 1s established by approval of the dividend at the
Annual General Meeting  Intenm dividends are recogrised when paid

Foreign currency
Transactions dencminated 1n foreign currencies are translated into Sterling using the exchange rates prevailing at the
dates of transactions Monetary assets and habilites denominated in foreign currencies are retranslated into Sterling at
the rates of exchange ruling at the reporting date Differences ansing on translation are charged or credited to the profit
and loss account

Cash flow statement and related party transactions

The utbtmate parent entity m the UK 1s FGP Topce Limited, a company regisiered in England and Wales The results of the
Company are 'ncluded in the audited consclidated financial statements of FGP Topco Limited for the year ended 31
December 2010 The results are also mcluded in the audited consohdated financial statements of BAA Limited for the year
ended 31 December 2010 (the intermediate parent entity and the smallest group to consolidate these financial staternents)
Consequently, the Company has taken advantage of the exemption from prepanng a cash fiow statement under the terms of
FRS 1, ‘Cash flow statements {revised 1996)'

The Company 15 exermnpt under the terms of FRS 8, ‘Related Party Disclosures’, from disclosing related party transactions
with entities that are related to, or part of the FGP Topco Limited group However, transactions and balances in relation to the
provision of services under the SSA between the Company and subsidianes of the FGP Topco Limited Group are disclosed
in the neotes to the financial statements
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BAA Airports Limited
Significant accounting judgements and estimates for the year ended 31 December 2010

In applying the Company’'s accounting policies, management have made estimates and judgements In a number of key
areas Actual results may, however, differ from the estimates calculated and management believe that the following areas
present the greatest level of uncertainty

Pensions

Certain assumptions have been adopted for factors that determine the valuation of the Company’'s habiity for pension
obligations at year end and future returns on pension scheme assets and charges to the profit and loss account The
factors have been deterrmined in consultation with the Company’s actuary taking into account market and economic
conditions Changes in assumptions can vary from pernod to penod as a result of changing condittons and other
determinants which may cause increases or decreases In the valuation of the Company’s lability for pension obligations
The objective when setting pension scheme assumptions for future penods 1s to reflect the expected actual outcomes
The impact of the change in assumptions on the valuation of the net financial position for pension schemes 1s reflected in
the Statement of total recognised gains and losses Further details are avalable in Note 14

Taxation

Provisions for tax centingencies require management to make judgements and estimates in relatson to tax 1ssues and
exposures Amounts provided are based on management's interpretation of UK tax law and the likelihood of setttement
Tax benefits are not recognised unless the tax positions are probable of being sustaned In arnving at this position,
management reviews each matenal tax benefit to assess whether a provision should be taken agamnst full recognition of
the benefit on the basis of potenbal settlement through negotiation andfor itigation All such provisions are included in
current tax habilites

Investment valuation

The Company reviews investments in subsidianes for impairment If there are any indications that the carrying values
may not be recoverable The carrying value of the investment 1s compared to the recoverable amount of the subsidiary
and where a deficiency exists, an impairment charge 1s considered by management The recoverable amount has been
calculated using the fair value less cost to sell methodology Fair value less cost to sell has been calculated based on
discounted cash flow projections of the business
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BAA Airports Limited

Notes to the financial statements for the year ended 31 December 2010

1 Turnover

The directors consider the business has only one segment  All of the Company’s revenue anses in the United Kingdom from
other group companies under the terms of the SSA referred to in the statement of accounting policies

2 Operating costs - erdinary

Restated'

Year ended Year ended

31 December 2010 31 December 2009

£m £m

Wages and salaries 3775 440 1
Social secunty 296 339
Pensions? 440 321
Other staff refated costs 157 228
Share-based payments 37 50
Employment costs® 4705 5339
Maintenance expenditure 310 361
Utihty costs 11 05
Rents and rates 36 16
General expenses 267 64
Retall expenditure 07 94
Intra-group charges/other* 625 501
Depreciation - owned assets 19 37
Embedded denvatives in electncity purchase contracts - 15
Capitalised staff costs” (632) (54 3)
Loss/{gain) on disposal of tangible fixed assets 01 (0 2)
544 9 588 7

4

The presentation of certain balances for the year ended 31 December 2009 has been restated to be consistent with current year disclosures Comparatives
Include operating costs related to Gatwick Aurport which was sold in 2009
2 Pension costs include amounts relating o both the Defined benefit and Befined contnbution schemes operated by the Company
Employment costs compnse all the Company's employee costs including those involved in runring the operational activites of the Asrports  Refer ta SSA
accounting policy
* Intra-group charges/other compnse pnncipally IT and shared service costs recharged from other BAA Group companies
s Capitalised staff costs relate mamly to wages and safanes incurred on behalf of Heathrow airport which were directly recharged through intercompany to the
retated capital projects

Rentals under operating leases

Year ended Year ended
31 December 2010 31 December 2009
£m £m

Operating costs include
Plant and machinery 06 09
Other operating leases 29 15

Auditors’ remuneration

Audit fees and non-audit fees for the current and preceding financial years were borne by the Company and recharged in
accordance with the SSA as descnbed within the Accounting policies

Year ended Year ended
31 December 2010 31 December 2009
£m £m
Fees payable to the Company’s auditors for the audit of the Company’s annual accounts’

The audit of the Company pursuant to legistation 05 04

Fees payable to the Company’s auditors and their associates for other services to the Company
Tax services 01 -
Corporate finance services 02 -
Other services 01 -
Total non-audit fees 04 _
Total fees 0 04

' Auditors’ remuneration for the year ended 31 December 2010 relates to Deloite LLP following therr appontment on 1 Apni 2010 as statutory auditor
(2009 PncewaterhouseCoopers LLP)
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BAA Airports Limited

Notes to the financial statements for the year ended 31 December 2010 continued

2 Operating costs - ordinary continued
Employee information

All of the Company's employees were based in the United Kingdom and the average monthly number of employees

(including executive directors} of the Company was as follows

Restated’

Year ended Year ended

31 December 2010 31 December 2009

Number Number

Airports? 7,925 10,377
BAA Lynton Management Limited 5 9
Other operations 1,177 1,230
9,107 11,616

! The presentation of certain balances for the year ended 31 December 2008 has been restated to be consistant with current year disclosures
? The employee numbers in 2009 include 2,274 employees related to Gatwick airport and were calculated for the 11 months pnor to the date of disposal

Directors’ remuneration

Year ended Year ended
31 December 2010 31 December 2009
£'000 £'000
Directors’ remuneration
Aggregate remuneration - 765
Value of Company pension contribubions to defined contribution
scheme - 42
Sums paid to related parties for directors’ services - 140
- 947
Year ended Year ended
31 December 2010 31 December 2009
£'000 £'000
Highest paid director’s remuneration
Aggregate remuneration - 285
Year ended Year ended
31 December 2010 31 December 2009
Number Number
Number of directors who
are members of a defined benefit pension scheme - 1
are members of a defined contnbution pension scheme 3 3

Dunng 2010, the BAA Group has continued to focus on decentralising the management of its awports As 2 result, all
remuneration 1n relation to the Company’s directors has been apportioned to other companies within the BAA Group
based on services provided In 2009 accurate apportionment of remuneration was not possible based on services
provided and as such the remuneration in relation to the Company’s directors for that perned of 2009 for which they were
directors 1s disclosed within the Company’s comparative year

Jose Leo, John Holland-Kaye and Steven Morgan were directors of a number of companes within the BAA Group and
paid by BAA Asrports Limited duning the current and preceding financial year Their remuneration for the year ended 31
December 2010 was apportioned based on services provided to specific companies for which they were directors and as
such 1s disclosed within the statutery financial statements for the following companies, Jose Leo — BAA Limited (2009
BAA Limited) and John Holland-Kaye and Steven Morgan — Heathrow Airport Limited (2009 BAA Airports Limuted)

Nicholas Cullen and Michael Brown were directors of a number of companies within the BAA Group dunng the year,
including Heathrow Airport Limited which also paid their remuneration The Directors do not believe it 1s possible to
accurately apportion the remuneration of these Directors to individua! companies within the BAA Group based on
services provided and therefore therr remuneration 1s disclosed within Heathrow Arrport Limited's statutory financial
statements for that penod of 2010 for which they were directors (2009 Heathrow Arrport Limited)

In accordance with a iong term incentive scheme, a cash amount could be awarded to three of the five directors who
hetd office during 2010 which vests 1n 2032 contingent on achieving or surpassing certain EBITDA targets of the BAA
Group over a three year period As the financial performance 1s uncertain at this stage no value n relation to this award
1s disclosed

No directors (2009 none) exercised any share oplions dunng the year and no shares {2009 none) were received or
became receivable under long term incentive plans
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3 Operating costs - exceptional

Year ended Year ended’

31 December 2010 31 December 2009

£m £m

Pension (cost)/credit (105 0) 2580
Other exceptional credit/{costs) 36 (4 2)
Loss on sale of operations (0 6) -
Legal fees - (3 0)
(102 0) 2508

! The presentation of certain balances as at 31 December 2008 has been restated to be consistent with current year disclosures

Duning 2010, there was a net exceptional pension charge of £4105 0 million {2009 £258 0 milion credit) This reflected a
reduction In the amounts that could become payable to the Company by the other entities in the BAA Group due to the
net reduction in pension scheme deficits The charge compnsed a £103 7 mellion charge (2009 £255 6 million credit) in
relation to the BAA Group’s defined benefit pension scheme and £1 3 million charge (2009 £2 4 milhon credit) in relation
to the Unfunded Retirement Benefit Scheme and Post Retirement Medical Benefits For more information on penston

costs charged in accordance with the SSA refer to the Accounting policies

4 Net interest receivable and similar income

Year ended Year ended
31 December 2010 31 December 2009
£m £m
Interest receivable
Interest receivable from other group undertakings 5654 526 2
Interest receivable on denvative financial instruments 42 57
Interest receivable on meney market and bank deposits 03 10
Interest from available for sale financial assets 17 18
Interest from other financial assets 61 59
5777 5406
Interest payable
Interest on borrowings from other group undertakings (54 1) 207)
Interest payable on denvative financial instruments (32) (15)
Interest on bank borrowings - (05)
Interest on bonds - (20
Facilty fees (0 5) (48
{57 8) {29 5)
Net interest receivable and similar income 5199 5111
Fair value {loss)/gain on financial instruments
Year ended Year ended
31 December 2010 31 December 2009
£m £m
Embedded denvatives in electncity purchase contracts - (15)
Fair value loss in operating profit - (1.5)
Equity swaps (56) 431
Fair value re-measurements of foreign exchange contracts and
currency balances 02 {0 7)
Fair value (loss)/gain in finance costs (54) 42 4
5 Dividends receivable
Year ended Year ended
31 December 2010 31 December 2009
£m £m
Final dividend for the year ended 31 December 2010 Realised Realised
BAA Insurance Services Limited — £26 per £1 ordinary share
(2009 £10 per £1 ordinary share)’ 26 10
Final dividend for the year ended 31 December 2010 26 10

' Annual trading dividend receved from BAA Insurance Services Limited
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6 Tax on profit on ordinary activities

Year ended Year ended
31 December 2010 31 December 2009
Em £m
Current tax

Group rehef payable 147 9 1316
Tax payable 03 -
Adjustments in respect of prnor penods 91 08
Total current tax 157 3 132 4

Deferred tax
Ongination and reversal of trming differences — non pension (10 6) 245
Ongination and reversal of tming differences — pension (27.7) 725
Change in tax rate {5 1) -
Total deferred tax {43 4) 970
Tax charge on profit on ordinary activities 113.9 229 4

Reconcihation of tax charge

The standard rate of current tax for the year, based on the UK standard rate of corporation tax 1s 28% (2009 28%) The

actual tax charge for the current and prior years differs from the standard rate for the reasens set out in the following
reconcifiation

Year ended Year ended

31 December 2010 31 December 2009

£m £m

Profit on ordinary activibes before tax 4250 8257

Tax on profit on ordinary activities at 28% (2009 28%) 1190 2312
Effect of

Permanent differences 11 53

Nen-taxable income (07) (106)

Temporary timing differences 288 (94 3)

Adjustments to fax charge in respect of pnor penods 91 038

Current tax charge for the year 157 3 132 4

It was substantively enacted at the reporting date that the standard rate of corporatton tax m the UK would change to
27% with effect from 1 April 2011 On 23 March 2011, the Government announced its intention to introduce legislation for
further reductions in the rate of corporation tax to 26% from 1 Apnl 2011 and 25% from 1 Apnl 2012 On 29 March 2011,
legistation was introduced for reductions in the rate of corporation tax to 26% from 1 Apnl 2011 Cther than changes to
the tax rate there are no tems which would matenally affect the future tax charge

7 Tangible assets

Piant, Restated’
equipment & Operational
other assets land Total
£m £m Em

Cost
1 January 2010 261 19 280
Additions at cost 13 - 13
Inter-company transfer (12) - {1.2)
Dispesals (0 6) - (0 6)
31 December 2010 256 19 275
Depreciation
1 January 2010 (22 3) - (22 3)
Charge for the year (1 9) - (19)
Disposals 05 - 0.5
31 December 2010 (23 7) - {23 7)
Net book value 31 December 2010 19 19 3.8
Net book vatue 31 Degcember 2009 38 19 5.7

! The presentation as at 31 December 2009 has been restated to include £1 9 million of assets in the course of construction within operational land
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8 Investments

Available
Restated’ for sale
Subsidiaries Investments Total
£m £m £m
Cost
1 January 2010 53053 228 5,328 1
Addiions 3174 - 317 4
Disposals (0 4) - 04
31 December 2010 56223 228 5,645.1
Revaluation
1 January 2010 - 52 52
Revaluation - 06 06
31 December 2010 - 58 58
Net book value 31 December 2010 5,622 3 286 5,650 9
Net book value 31 December 2009 53053 280 53333

' The presentation of certain balances as at 31 December 2009 has been restated 1o include £19 milion of mvestments i joint ventures within
subsidianes

Subsidranies
Cn 28 January 2010, the Company subscnbed to 217,370,315 ordinary shares of £1 in BAA (DSH) Limited

On 10 September 2010, the Company subscnbed to an additional 100,000,000 ordinary shares of £1 in BAA (DSH)
Limited

The Company's prnincipal subsidianes whose financial position matenally affects the Company are as follows

Immediate subsidianes are

Nature of % of share
Subsidiary business capital held  Class of share
BAA (DSH) Limited Holding Company 100 Ordinary shares of £1 each
BAA Enterpnses Limited Investment Company 100 Ordinary shares of £1 each
BAAtala SPA ' Arrport management 100 Ordinary shares of €0 52 each
BAA Intemational Limited Holding Company 100 Ordinary shares of £1 each

1

1 76% of share capital 1s held indirectly through BAA Internatienal Limited
2 On 21 December 2010 BAA Htalia SPA completed the disposal of its itahan business, being pnneipally its 65% shareholding In Societe Gestione Servizi
Aeroporti SPA the owner of Naples Internatonal Arport 1o an entity controlled by F2: SGR SpA, for €147 mullion (£125 mullion)

In the opinion of the Directors, the value of the shares in the subsidiary undertakings are not less than the amounts at
which they are stated in the Company's Balance sheet

Indirectly held Operating subsidiaries are

Nature of % of share
Subsidiary Business capital held  Class of share
Heathrow Aurport Limited Aurport Operator 100 Ordinary shares of £1 each
100 Redeemable Preference shares of £1 each
100 Iredeemable Preference shares of £0 01 each
Stansted Awport Limited Airport Operator 100 Ordinary shares of £1 each
Heathrow Express Operating Raitway Operator 100 Ordinary shares of £1 each
Company Limited
BAA, Fl.tncilnt;.l_lelted1 Funding Company 100 Ordinary shares of £1 each

' Incorporated in Jersey

Indirectly held Holding subsidianes are

Nature of % of share
Subsidhary Business capital held  Class of share
BAA (AH) Limited Holding Company 100 Crdinary shares of £0 0015 each
BAA (SP) Limited Holding Company 100 Ordinary shares of £0 0019 each
BAA (SH) plc Holding Company 100 Ordinary shares of £1 each
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8 Investments continued

Available for sale investments

Available for sale invesiments mclude £28 6 milion (2009 £28 0 million) in respect of a 4 19% equity interest in National
Air Traffic Services Holdings Limited (‘NATS'), the UK's national arr traffic services provider The Company does not
exercise significant long term influence over NATS and accordingly the investment has been classified as an avallable
for sale investment

The equity investment I1s valued by discounting the forecast dvidend stream and an assigned terminal value to the equity
In 2031 A rate of 10 0% (2009 10 C%) has been used as the discount factor

Bisclosure of the BAA Group's financial isk management framewerk, including the govemance of s available for sale
investments, 1s included in Note 19 of the FGP Topco Limited consolidated financial statements for the year ended 31
December 2010

9 Debtors
Restated'
31 December 2010 31 December 2009
Note £m £m
Due within one year.

Trade debtors 1.1 13
Amounts owed by group undertakings — interest fee” 510 379
Amounts owed by group undertakings — interest bearing® 227 425
Interest receivable from parent undertaking® 273.3 2511
Amounts owed by group undertakings — pensions’ 629 2741
Prepayments 1.7 89
Other debtors® 64 9 91
487 6 6249

Due after more than one year
Denvative financial instruments® 80 103
Amounts owed by paremt undertaking’ 6,872.3 6,481 2
Deferred tax asset 15 121 -
Other debtors® - 590
6,892.4 6,550 &
Total debtors 7,380.0 7,175 4

* The presentation of certain balances as at 31 December 2009 has been restated to be consistent with current year disclosures

?Group undertakings — interest free are receivable from BAA Business Support Centre Limited in relation to its role as agent for payments and collection of
cash on behalf of the Company under the SSA Prior year balances have been restated to be consistent with current year disclosures

*These are amounts owed by group undertakings which have ansen over a number of years and accrue interest at 1 5% over Bank of England base rate
There are no fixed terrns for repayment

*This relates to interest recevable from the parent entity {BAA Awrports Holdco Limited} on the £6 872 3 million (2008 £6,481 2 milhon) loan due aiter more
than one year

S This batance represents amounts due to the Company in respect of the allocation of the deficils on the BAA Group defined benefit pension scheme and
the Unfunded Retirement Benefit and Post Retirement Medical Benefits schemes

* The Company has entered into a number of equity swaps 1o hedge share price nsk under the wider BAA Group's ESOP The £8 0 million (2009 £10 3
million} relates to those equity swaps with a positive mark to market fair value The total ESOP denvative portfolio consists of 11 7 milion shares at a total
mark 1o market hability of £75 6 muliion as at 31 December 2010 {2009 11 7 million shares with mark to market hability of £69 9 milon)

T Amounts owed by parent undertaking retates to BAA Awports Holdco Limited This amount accrues inferest at 8 24% at 31 December 2010 (2008
8 24%)

® Other debtors include loan notes due from Caisse de depdt et placement du Québec of £62 5 milion (2009 E£59 0 millon) that were received on disposal
of Budapest Airport with a matunty of June 2011

10 Current asset investment
31 December 2010 31 December 2009
Em £m
Short term deposits 1939 403

Short term deposits held at 31 December 2010, including the proceeds from the disposal of Naples, totalled £193 9
milhon (2009 £403 million) and attracted floating interest rates ranging from 042% to 069% Board approved
investment pokcies and relevant debt faciity agreements provide counterparty investment imits based on short and long
term credit ratings Of these deposits, counterparties with a short term credit rating of A-1+ held assets of £119 7 mithon,
A-1 held assets of £60 0 million and A-2 £14 2 mithon as at 31 December 2010
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41 Cash at bank and in hand

Restated'

31 December 2010 31 December 2009

£m £m

Cash at bank and in hand 134 172

' The presentation of certain balances as at 31 December 2009 has been restated to be consistent with current year disclosures reflecing BAA Business
Support Centre Limted's role as agent for payments and collection of cash on behalf of the Company under the SSA

Cash at bank and in hand eams interest at floating rates based on daily bank deposit rates subject to interest rate nsk

The fair value of cash at bank and in hand approximates its book value

12 Creditors amounts faliing due within one year

Restated’

31 December 2010 31 December 2009

£m £m

Trade creditors 70 1 59 1
Deferred income 56 74
Amounts owed to group undertakings® 5023 2778
Amounts owed to group undertakings — pension® 790 404
Corporation tax payable 110 1110
Group rehef payable® 148 1 126 1
Other tax and social secunty 19 18
Capital creditors 01 01
Dwidends payable 37 37
Other creditors 125 17 4
934 3 644 9

[

The presentation of certain balances as at 31 December 2009 has been restated to be consistent with current year disclosures

Amounts owed {o group undertakings Include balances totatling £424 1 million (2008 £218 3 million) which accrue interest at 1 5% over Bank of England
base rate There are no fixed terms for repayment of these balances In additon there are trading balances of £78 2 milion (2009 £59 5 million} due to
group undertakings which are interest free and are settied on a monthly basis

Amount owed 10 group undertakings — pension s payable 1o BAA Group’s airports and HEX, net of current service cost charges to date due to cash
contnibutions made directly by the BAA Group's arports and HEX to the pension trustee of the BAA Group s defned benefit pension scheme on behalf of
the Company

Group relief 1s payable to other entities in the wider BAA Group who have surrendered losses in the penod

-

13 Creditors amounts falling due after more than one year

Restated'

31 December 2010 31 December 2008

£m £m

Amounts owed to group undertaklngs 2,801 4 277116
Dernvative financial instruments® 836 8072
Other creditors 21 22
2,887 1 2,854 0

! The presentation of certain balances as at 31 December 2009 has been restated to be consistent with curent year disclosures

2 Amounts owed to group undertakings include balances totaling £2 691 0 milhon {2008 £2 689 0 milhon) which accrue mlerest at 1 5% over Bank of
Engiand base rate In addition, there are balances of accrued interest of £110 4 million {2009 £82 6 million) relating to these group batances

? The Company has entered into a number of equity swaps 1o hedge share price nsk under the wider BAA Group's Executive Share Option Plan ('ESOP)
The total ESOP denvative portiolio consists of 11 7 million shares at a total mark to market habtity of £75 & muilion as at 31 December 2010 (2009 117
million shares with mark to market babiity of £69 9 milhon) The £83 & million (2009 £80 2 millon) relates to those equity swaps with a negative mark to
market farr value This amount 1s covered by the SSA and In the case o had to be settled 1t would be recharged to, and provided by, the BAA Groups
arports

14 Retirement benefit obligations

Year ended Year ended
31 December 2010 31 December 2009
£m £fm

BAA Group Pension scheme 40 44’
Defined contribution schemes 3 2
Additional provision for unfunded penstons 1 1
Total operating charge to employment costs 44 47

' Included in BAA Group Pension scheme i an amount of £12 million relating to penston abatement costs which have been charged to the profit and loss
account N pnior years
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14 Retirement benefit obligations continued

31 December 2010 31 December 2009

£m £m
BAA Group Pension scheme (44) (256)
Unfunded penston obligations (19) (a7n
Post-retirement medical benefits {4) (4)
Liability at end of year (67) {(277)
Related deferred tax asset’ 41 91
Net lability recognised n the balance sheet (26) {186)

' This compnses a deferred tax asset of £35 million (2009 £85 million) relating to the BAA Group Pension Scheme and a deferred tax asset of £6 milion
(2009 £6 million) relating to the unfunded pension obligation and post retirement medical benefits

(a) BAA Pension Scheme

The Company operates one main defined benefit pension scheme for its UK employees, the BAA Pension Scheme (‘the
Scheme”), which 1s a funded defined benefit scheme with both open and closed sectons The Scheme closed to
employees Joining the BAA Group after 15 June 2008 The Scheme's assets are held separately from the assets of the
Company and are administered by trustees (the ‘Trustees’)

The value placed on the habilihes of the scheme as at 31 December 2010 1s based on a roll forward of detaled
calculations carried out by the Scheme Actuary as at 30 September 2009 These were based on individual member data,
approximately adjusted for the impact of the Gatwick transfer The labifiies have been updated by KPMG LLP tc take
account of changes in economic and demographic assumptions, in accordance with Financial Reporting Standard 17
‘Employee Benefits' The Scheme assets are stated at their bid value at 31 December 2010 The Company's accounting
pelicy 1s to recognise actuanal gains and losses as they occur in the Statement of total recognised gains and losses

The financial assumptions used to calculate the Scheme assets and habilities under FRS 17 are

31 December 2010 3t December 2008

Yo %
Rate of increase in pensionable salanes 51 52
Increase to deferred benefits dunng deferment 36 37
Increase to pensions in payment
Open section 35 36
Closed sechion 36 37
Discount rate §5 57
Inflation assumption 36 37
Expected return on plan assets
Equities 79 82
Bonds 52 55
Cash 05 05

The assumptions relating to longewvity underlying the pension habihtes at the reporting date are based on standard
actuanal mortality tables and include an allowance for future improvements in longewity The assumptions are equivalent
to a life expectancy for a 80 year old male pensioner of 25 9 years (2009 24 8 years) and 27 9 years (2009 25 9 years)
from age 60 for a 40 year old male non-pensioner

The accounting standard requires that the discount rate used be determined by reference to market yields at the
reporting date on high quality fixed income investments The currency and term of these should be consistent with the
currency and estimated term of the post-employment cbligations The discount rate has been based on the yield
available on AA rated corporate bonds of a term similar to the habilittes

The expected rate of inflation 15 an important building block for the satary growth and pension increase assumptions A
rate of inflation 15 “implied” by the difference between the yields on fixed and index-inked government bonds

To develop the expected long term rate of return on assets assumption, the Company considered the current level of
expected returns on nsk free investments (pnmanly government bonds), the historical level of the nsk premum
associated with the other asset classes in which the portfolio 1s invested and the expectations for future returns of each
asset class

For bond investments with fixed interest rates the expected yield 1s denved from thew market value
In respect of the equity investments, investment returns are vanable and are generally considered “nskier” investments
It 1s generally accepted that the return on equity nvestments contamns a premum, “the equity nsk premium”, to

compensate investors for the additional nsk of hoiding this type of investment There 1s significant uncertainty about the
size of this nisk premium The assumption chosen is within the range of long term market expectations
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14 Retirement benefit obligations continued

The expected retum for each asset class was then weighted, based on the target asset allocation, to develop the
expected long term rate of return on assets assumption for the portfolio This resulted in the selection of the 6 3%

assumption (2009 6 6%)
The target asset allocation 1s 40 60 equities to bonds

The amounts charged to Operating profit are as follows

Year ended Year ended

31 December 2010 31 December 2009

Em £m

Current service cost 49 54

Finance cost on benefit obligation 129 120

Expected return on plan assets (138) (145)

Curtailment gain - (25)

Settlement loss - 25

Past service cost - 15

Total operating charge to employment costs 40 44

The amounts recognised in the Statement of total recognised gains and losses

Year ended Year ended

31 December 2010 31 December 2009

£m £m

Actual return less expected return gn plan assets 75 @

Experience gains and losses ansing on the benefit obligation 20

Changes in assumptions underlying the present value of the benefit

cbhgation (33) (400}
Actuanal gain/(loss) recogmised in the Statement of recognised

_gains and losses 62 {404)

The actual return on plan assets was £213 million (2009 £74 million)

The actuanal loss of £33 million (2009 loss of £400 milhon) ansing from changes in assumptions in the year ended 31
December 2010 resulted pnmarnily from

= areduchon in the discount rate assumption to 5 5% (2009 5 7%) increasing the present value of the defined benefit
obhgation by £68 million

a reduction 1n the inflation rate assumption to 3 6% (2009 3 7%) reducing the present value of the defined benefit
oblgation by £43 million

a net increase of £8 million 1s mainly due to changes in the demographic assumptions which includes the introduction
of 1% underpin to the future improvement of mortality assumption

The amounts recognised in the Balance sheet are determined as follows

31 December 31 December 31 December 31 December 31 December

2010 2009 2008 2007 2006
£m £m £m £m £m
Fair value of plan assets
Equities 521 635 946 1,119 1,514
Bonds 978 1.131 1,113 1,062 573
Other 860" 263 23 92 38
Total fair value of ptan
assets 2,359 2,029 2,082 2273 2,125
Present value of benefit
obhgation (2,403} (2,285) {1,987} (2,123) (2,332)
Gross (deficit)/surplus in
scheme at end of period (44) (256) 85 150 (207)
Related deferred tax
asset/{hability) 35 85 (27} {42) 62
(Deficit)/surplus
recognised in the Balance
sheet (9) {171) 68 108 (145)

! Incudes £26 million of synthetic equities and £627 million of synthetic bonds
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14 Retirement benefit obhigations continued
Analysis of movement in the benefit obligation

31 December 2010

31 December 2009

Em £m
Benefit obhigations at beginning of the year 2,285 1,987
Movement in the year
Current service cost 49 54
Finance cost 129 120
Members' contnbutions 12 15
Past service cost - 15
Actuanal loss 13 333
Curtalment gain - (25)
Transferred habiities of Gatwick - (128)
Benefits paid (by fund) {85) (86)
Benefit obligations at end of year 2,403 2,285

The BAA Group has reached an agreement with the Trustees to coninbute £80 mullion per annum plus the cost of
augmentation of members’ benefits under the Scheme following redundancy The BAA Group currently expects to
contribute £80 millon to the Scheme In the year ending 31 December 2011

Analysis of defined benefit obligation

31 December 31 December

31 December

31 December

31 December

2010 2009 2008 2007 2006
£m £m £m £m £m
Plans that are wholly
or partly funded {2,403) (2,285) (1,987) (2,123) (2,332)
Plans that are wholly
unfunded {23) 21 {(20) (22) (21)
(2,426) (2,306) (2,007} (2,145) (2,353)

Movements in the fair value of the plan assets were as follows

31 December 2010

31 December 2009

£m £m
Fair value of plan assets at the beginning of year 2,029 2,082
Expected return on plan assets 138 145
Actuanal gain/{loss) 75 (71}
Employer contributions (including benefits paid and reimbursed) 85 97
Members' contnbutions 12 15
Gatwick commutation payment 105 -
Bulk transferred assets for Gatwick - (153)
Benefits paid (by fund) (85) (86}
Fair value of plan assets at end of year 2,359 2,029
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14 Retirement benefit obligations continued
History of experience gamns and losses

Year ended Year ended Year ended Year ended 9 months ended
31 December 31 December 31 December 31 December 31 December
2010 2009 2008 2007 2006
Difference between the
expected and actuzl
return on scheme assets
Amount £m 75 71N (343) (4) (57)
Percentage of scheme
assels 32 (3 5) {16 5) {0 2) (27)
Expenence gamns and
losses on benefits
obhgations
Amount £m 20 67 28 130 (8)
Percentage of scheme
habihties 08 29 14 61 (C 3)
Amount recognised In
the statement of total
recognised gains and
losses
Amount £m 62 (404) (59 375 (58)
Percentage of scheme
liabihties 286 (177 (30} 177 (2 5)

The table below I1s prowided to give an indication of the sensitivity of the retirement benefit obligation to changes in the
discount rate

Annual impact in profit and

{oss account Impact 1in equity
£m £m £m £m
Sensitivity analysis based on change in discount rate Before tax After tax  Before tax After tax
+0 50% discount rate 7 5 217 156
-0 50% discount rate (8) 6 (250) (180)

The table below 1s provided to give an indication of the sensitivity of the retrement benefit obhigation to changes in the
tnflation rate

Annual impact in profit and

loss account Impact in equity
£m £m £m £m
Sensitivity analysis based on change in inflation rate Before tax After tax  Before tax After tax
+0 50% inflation rate (8) (6) (235) (169)
-0 50% inflation rate 7 5 207 149

A change in the mortalty assumption causing a 1 year increase in life expectancy would have a £61 milhion impact on the
retirement benefit obligation and a £2 million impact on the forward looking service cost

(b} Other pension and post-retirement obligations

The Company operates a defined contnbution scheme for all employees who joined the Company after 15 June 2008
The Company also has a defined contnbution scheme In respect of employees of BAA Business Support Centre Limited
The total cost of defined contnbution arrangements fully expensed agamnst operating profit in the year 1s £3 million (2009
£2 milhon}

The Company also provides unfunded penstons in respect of a imited number of former directers and current senor
employees whose benefits are restricted by the Scheme rules The cost of these arrangements expensed aganst
operating profit in the year 1s £1 milhon (2009 £1 miion} The Company provides post-retrement medical benefits to
certan pensioners The present value of the future liabiliies under ttus arrangement of £4 multion (2009 £4 mullton) 1s
included in the balance sheet, along with provision for unfunded pension obligations of £19 million (2009 £17 million)
The value of these unfunded penston and post retirement medical benefits exclude the associated deferred tax asset of
£6 milhon (2009 £6 milion) The value of the unfunded pensions has been assessed by the actuary using the same
assumplions as those used to calculate the defined benefit scheme'’s habilties
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15 Provisions for liabilities and charges

Deferred Disposa!of Reorganisation

tax operations costs  Total
Note £m £m £m £m
1 January 2010 580 - 70 650
(Credted)/charged to profit and loss account (41 5) 31 - (384)
Utihsed n the year - - (14) (14)
Charged to equsty (28 6) - - (28 6)
Reclassification of deferred tax asset g9 121 - - 121
31 December 2010 - 31 56 87
Deferred tax

Analysis of the deferred tax balances 1s as follows

31 December 2010 31 December 2009

£m £m
Excess of depreciation over capital allowances 31 41)
Other short term timing differences 106 723
Financial instruments {19 6) (10 2)
(Asset)/Lability (12 1) 58 0

Provision has been made for deferred taxation in accordance with FRS 19 '‘Deferred Tax'

The effect of the changes enacted 1n the Finance (No 2) Act 2010 has been to reduce the deferred tax provided at 31
December 2010 by £5 1 millon with a corresponding increase In the tax credit for the year of £5 1 milien as shown at Note 6
This decrease in the deferred tax hablity 1s due to the reduction in the UK standard rate of corporation tax from 28% to 27%
with effect from 1 Apnl 2011, as substantively enacted at the reporiing date

Disposal of operations
A provision 1s held for payment of costs associated with disposal of operations at Naples arport on behalt of BAA Italia

S P A, subsidiary of the Company The corresponding entry 1s recorded as intercompany recewvable from BAA Italia
SPA

Reorganisation costs
The costs associated with the Company's reorgarisation programmes are for severance and pension payments only All
amounts are expected to be utihsed in 2011

16 Called up share capital

£
Authorised
1 January 2010 1,555,000,000 ordinary shares of £1 each 1,5655,000,000
Increase of 210,000,000 ordinary shares of £1 each 210,000,000
31 December 2010 1,765,000,000 ordinary shares of £1 each 1,765,000,000
Called up, allotted and fully paid
1 January 2010 1,357,400,315 ordinary shares of £1 each 1,357,400,315
Issue of 210,000,000 ordmary shares of £1 each 210,000,000
31 December 2010 1,567,400,315 ordinary shares of £1 each 1,567,400,315

On 28 January 2010, the authonised share capital was increased by £210,000,000 by the creation of 210,000,000 shares
of £1 each On the same day, the 1ssued share capital was also increased by the same amount as a result of the 1ssue of
210,000,000 ordinary shares of £1 each

17 Share premium reserve

£m
4 January and 31 December 2010 3253
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18 Farr value and other reserves

Equity Available Capitatl
option Fair value for sale redemption
reserve reserve nvestments reserve Total
£m £m £m £m £m
1 January 2010 60 10 145 268 48 4
Fair value gain - - 06 - 06
Transfer of reserves (6 0) - - - {6 0}
Deferred tax on fair value gain - - (02) - (02)
Deferred tax-impact of change in rate - - 03 - 0.3
31 December 2010 - 10 15 2 269 431
19 Profit and loss reserve
£m
1 January 2010 7,0912
Profit for the financial year 3111
Actuanal gain on pensions net of deferred tax 391
Transfer of reserves 60
Other movements 32
31 December 2010 74506

20 Commitments

Commutments under operating leases
At 31 December 2010, the Company was committed to making the following payments during the next year in respect of
operating leases
Land & buildings Other leases Land & buldings Other leases
31 December 2010 31 December 2010 31 December 2009 31 December 2009

£m £m Em £m
Leases which expire
within one year 01 - 01 02
within two to five years - - 01 01
01 - 02 03

21 Contingent habilities

The Company has external contingent habilities, compnsing letters of credit, performance/surety bonds, performance
guarantees and other items ansing in the normal course of business amounting to £51 8 milion at 31 December 2010
(2009 £56 4 millon)

The Company has provided a guarantee to Deutsche Trustee Company Limited for itself and on behalf of the BAA
Guaranteed Bondholders in respect of bonds 1ssued by BAA Funding Limited with scheduled redemption dates up to and
including 15 February 2018 (other than the 4 125% €500 million bond due 2016)

22 Ulhimate parent undertaking
The immediate parent undertaking of the Company 1s BAA Asrports Holdco Limited, a company registered in England and
Wales

The ultimate parent entity in the UK 1s FGP Topco Limited, which 1s the parent undertaking of the largest group in the UK
to consolidate these financial statements The shareholders of FGP Topco Limited are Finecofer SL (55 9%) (a
subsidiary of Ferrovial S A), Bntanma Awrport Partners L P (26 5%) (a Caisse de depit et placement du Quebec-
controlied vehicle) and Baker Street Investment Pte Ltd (17 6%) (an investment vehicle of the Government of Singapare
Investment Corporation) The ultimate parent entity of the majonty shareholder 1s Ferrovial S A (Spain)

The Company’s resuits are also included in the audited consolidated financial statements of BAA Limited for the year ended
31 December 2010, which 1s the parent undertaking of the smallest group to consolidate these financial statements They are
also included in the audited consolidated financial statements of FGP Topco Limited for the year ended 31 December 2010

Copies of the financial statements of FGP Topco Limited and BAA Limited may be obtaned by wnting to the Company
Secretanal Department at The Compass Centre, Nelson Road, Hounslow, Middlesex, TW6 2GW
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23 Post balance sheet events

On 17 February 2011, the BAA Group was refused permission to appeal to the Supreme Court (*SC’) in what would have
been the latest stage of a legal process underway since the Competition Commussion (CC’y published in March 2009 its
decision refating to its investigation into the supply of UK arport services by the BAA Group The CC's key structural remedy
called for the disposal of certain airports including Stansted airport as well as erther Edinburgh or Glasgow awpont

On 30 March 2011, the CC published a repoit prowisionally deciding, following iis recent consultation on the matter, that there
have been no matenal changes in circumstances since its ongmal decsion in March 2009 and that therefore the scope of the
remedies requinng the BAA Group to dispose of certain arports remans unchanged The CC invited responses to s
provisional decision before publishing its final decision in June The BAA Group has submitted its comments to the CC
rerterating its clear view that there have been several matenal changes in arcumstances since the CC report was publshed in
March 2009
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