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Aberdeen International Airport Limited

Strategic report

‘Aberdeen international Airport Limited (“Ther Company”) is'the owner and operator of Aberdeen International Arrport
and forms part of the AGS Airports Holdings Group (*The Group").

This strategic report is’ presented under two sections:.

Management review — overview of the year. ended 31 December 2017, along with the key factars likely to impact the
Company in 2018..

internal controls and risk management — outiine of the Company's internal controls, -approach to risk management,
saurces of assurance and highlights. of the key business risks identified by the Group Executive Committse,

Management Review N _

Review of business and future developments.

‘Key events occurring during the year and developmenis since the beginning of 2017 are'detailéd below.

‘Passenger fraffic

In the year ended 31 December 2017, passenger traffic increased 1.8% to 3. 14 rillion (2016; 3.08 million).. The
'performance reffects a 1.3% incredse in Bomestic traffic and a 3.2% inctease i international traffic.

The higher passenger levels were driven by additionai flights to Londan and new routes. fo international destinations.

Financial Overview

Year.ended Year ended
31 December 2017 31 December2016
£000 £000
Turnover 56,216 55,901
Adjusted operating costs s (34,829) (35 542)
_Adjusted ‘EBITDA 2 21,387 20,359
Non-recurring items - 3,664
Fair value gain/ (logs) on investrient properties 2,970 (9.724)
Depreciation {5.617) {5329)
Operating profit 18,740 8,970
Interest receivable and-similar income 6,892 6,592
Interest payable and similar charges {1,924) (2751
Profit before tax- 23,708 12,811
Taxation {4,625) (2,077)
Profit for the year 19,083 10,734

1 Adjusted uperahng costs are stated bafora depréciation and non- recurring itams.
2" Adjusted EBITDA is earnings béfore inferest, lax, depreciation,.amortisation and cerlaln re-measurements.

Iri the year ended 31 Detember 2017, turnover increased 0.6% to £56,216K (2016 £55,901k) due to'increased passengers
and favourable retail performance.

In the year ended 31 December 2017 ad|usted operating casts decreased by 2.0% to £34,828k (2016: £35,542k). The main
drivers include a decrease in emplayment costs, general expenses and maintenance expenditure,

Adjusted EBITDA in the year ended 31 December 2017 was £21,387k, increased.5. 0% on the prior year (2016 £20 ,359kK)
as-a result.of increased passenger volume and reduced operatmg costs:

Non-recurring items

During the year, N6 non-recurring items were. recorded.

in 2018, the Company agreed changes’ to-the definad benefit pension scheme, The changes included the introduction of
an annual cap on future and past increases to pensicnablé pay, The changes resulted in a one-off reduction.of £4.5 million
in-the scheme’s liabilities, as measured under 1AS19, and is classified as non—recurnng itern in-the profit and loss account,
The Company also incurfed £0.9 millior: of costs in relation to the defined benefit pension scheme changes:

Fair value movements on investment properties

Investment properties were valued at fair value by CBRE L1m|ted Chartered Surveyors. Investment properties comprise
mamly car parks third‘party occupied facilities and airside assets. The investment property valuation as at 31 Décember
2017 resulted in & gain of £2,870k (2018; loss of £8,724k), driven in the main by a-higher valuation of car parking facilities.



Aberdeen International Airport Limited

Strategic report continued

Dividend _ _ . -
No dividend was paid or declared in the year ended 31 December 2017 (2016: £nil).

Pension scheme . . .

At 31 Decernber 2017, AGS Airports Limited defined benefit pension scheme had a deficit of £4,295k (2016: £9,849k) as
measured under IAS 19, The Company’s share of this deficit-amounts ta £1,245k (2016: £2,857k). The funding level has
improved pver the year driven by transfers out and inflation.

Inveéstment in airport facilities . _

During the year ended 31 December 2017 Aberdeen International Airport capitalised £11 miilion {2016: £12 miltion) of
costs. Major projects included construction works for phase-one and two of the terminal transformation project, purchase
of the car park facilities-and the development of a consblidated control centre. ' '

Construction of the main extension-as part of the terminal expansion and redevelopment was completed during the third
quarter of 2017. This includes new international and domestic reclaim facilities and new executive lounges. Plans for 2018
include the- opening of phase two of the terminal transformation praject incliding; new -and entarged security céntral
processing, retail shops and passenger flow areas. Work-will then commence on phzse 3 of the terminal-project, which will
‘change the landside/ airside boundary, incredse the retail offering and further improve the passenger flow areas. Significant.
investment is planned in the airfield-assets including the main taxiway surface. ' ' '

Service standards _ _ : .
The Comipany-continuas to focus an delivering consistently high service standards across its airport, a key strategic priority.

Puncluality levels (as-measured by the proportion of aircraft departing within 15 minutes of schedule) decreased 1.2%
to 85.3% (2016: 86.9%) although this is stilt considered to be a high standard ievel of punctuality.

Aberdeen Airport participates in the. Airpoit Council International’'s Airport Service Quality benchmarking survey which

includes over 90 European airports -and hundreds worldwide, Aberdeen Airport saw its. average overall passenger

satisfaction scores in the quarterly Airport Service Quality {'ASQ) survey increase t0:3.75 out of 5(2016: 3.74). Categories

measuring interaction with airport staff — at‘check-in’, security and generally within the airport - were the best performing
areas of the survey. The terminal fransformation project is expected to drive qverall improvement in passenger satisfaction
upen completion. Aberdeen Airport will continue to focus on improving the service quality throughout its operations.

Development since beginning of 2018 _
During the first two manths. of 2018 passenger traffic at Aberdéen Airport was 3:9% higher than 2017 levels for the same
peried. This reflects maderate growth in both domestic and international,

Qutiook
The Company expects passenger traffic in2018 to be broadly in line with 2017 levels. Confinued growth of sun routes and
a.gradual increase in the oil and gas related market is expected to offset capacity reductions elsewhere.



Aberdeen International Airport Limited

-Stra'tegit_:_report:- Internal controls and risk management

Internal cantrol and risk management is the responsibility of the Group. The Executive Sommiities; Board and Audit and
Risk Committee {{ARC"} referred to below. relate to the Executive Commitiee, Board and ARC of AGS Airport Holdirgs
Group., '

Internal controis _ _

The directors. are responsible for the system of internal controls designed to mitigate the risks faced by the Company and
for reviewing the effectiveness of the. system. This is implemented by applyihg the Group internal control procedures,
supported by a Code of Professional Conduct Policy, appropriate segregation of duties, organisational design and
documented procedures. These internal controls and processes are designed to manage rather than eliminate the risk of
failure-to achieve business objectives and.can only provide reascnable, and not absolute, assurance against material
misstatements or loss,

The key features of the Company's internal control.and risk management systems in relation to the financial reparting,
Jprocess include: _ _
» .a Company-wide comprehensive system of financial reporting and financial planning and analysis:
documented procedures and palicies,
defined and documented lavsls of delegated financial authority; _ _
.ah organisational structure with clearly defiried and delegated authority thresholds and segregation of duties;-
a formal risk. management process that includes the identification of financial risks:
detailed reviews. by the Executive. Committee and the Board of monthly management accounts measuring actual
perfarmance against both budgets and forecasts on key metrics;
* the ARC review of financial resulls press releases-and key interim and annual finandial statements, before subimnission
1o the Board, scrutinising amongst other items;
o compliance with-accounting, legal, regulatory and lending requirements
o critical acceunting policies and the going concern assumption
o significant areas of judgement; '
*  independent review of controfs by the Internal Audit function; and
» a confidential whistleblowing process. '

In‘addition, the ARC; _

«  considers the appoinitment of the external auditor, making appropriate: recommendations to the Board, and assesses’
the indépendence of the external auditor; _

*  ensuyres that the provision of non-audit sefvices does not-impair the exterhal auditor's independence or objectivity,

= discusses with the external auditor, before the audit commences, the nature-and the scope of the audit and reviews
the auditor's quality control procedures and steps taken by the audifor'to.respond to changes in regulatary and cther
requirements;

*  reviews extérnal auditor management lattérs and responses from management;

*  has a'standing agenda to meet privately with the external auditor independent of the executive directors: and

» ‘reviewed the scope, operations and reports of the Company’s (nternaf Audit functicn on the effectiveness of systems
for-internal financial control, financial reporting and risk management. '

Principal Risks and Uncertainties and Risk Managernent. _ _

The Company's risk management process is used to facilitate the tdentification, evaluation and effective managament: of

the threats to the achievement of the Company's purpose; vision, objectives, goals and strategies. The vision of risk

management.is 1o embed the awareness of risk at all levels of the organisation, in such a way that day-to-day. activities

aré managed effectively-and all significant business decisions are risk=informed., '

Risi is locally overseen by the Company’s Managing Responsibly Governance Group (‘-MRGG') which meets on a monthly
basis, is chaired by the Managing Diréctor and consists. of functinal heads. The MRGG is linked with the key strategic

intent to ‘Run our Airport-Responsibly’,

The risk management process. is evidenced in risk-registers which are used as the:basis for regular review of risks and.
their managenient, up to AGS Airports Holdings: Limited Board level. The risk registers are also used to inform decisions
relating to the procurement of insurance cover. The risk- management process also supports clear accountabilities,
[processes and reporting.formats that deliver efficient and effective management assurance to the. Board o ensure statatory
compliance whilst supporting business. units to successfully manage their operations.

The operation of the risk management process; including the individual risk régisters. sre subject to-periodic review through
the .use of Internal ‘Standards, The Company is currently certificated to 1SO's 14001; 55001 and 18001. The primary
responsibility is to provide independent assurance that thé. conirols put in place by management fo mitigate risks are

working effectively.

Assurance is provided through'the_- management reporting processes and reports io the G'rou_p Executive Commitiee.



Aberdeen International Airport Limited
Strategic report ~ Internal controls and risk management {continued)

Principal Risks and Uncertainties and Risk Management continued
‘The principal ‘carporate and. repu_tati_c__m_'al risks as identified by the Executive Commities are;

Safety risks _ _ .
Health and safety is' a core value of ‘the biisiness and the Company actively promotes the role of safety leadership. in
creating a safety culture that is intolerant of accidents and incidents.

The Company's Safety Management System inéludés risk asse&shrient processes for all activities entailing significant risk
and proporticnate control measures employed fo safeguard everyone impacted by the Company's business. The Company
also operates robust asset mahagement processes to ensure property and equipment remains safe.

Governance, led by the Managing Responsibly Governance Group {(MRGG), and assurance processes are used to ensLre
the aferementioned remain effective and to encourage continucus improvemeant, '

Security risks

Security risks are regarded as critical fisks to.manage. The Company mitigates these risks by addpting and enforcing
rigorous palicies and procedures supported by professional training and by investieant in leading-edgé security technelogy.
The Comipany works closely with government agencies, including the police.and the UK Border Force building a framéwork
to establish joint act:ountabiliiiés for airport _secufity.and shared ownership of risk, thus ensuring security measures remain
both flexible arid proportionate to the prevailing threat environment.

Regulatory environment, fegal and other reputational risks

Civif Aviation Authority ("CAA’) regulation ' _ _

The Company's operations are currently subject to.regulation by the CAA. The CAA Is concerned with air safety, economic
and airspace regulation, consumer protection and. environmental research-and consutancy. The CAA also advises the
government on aviation issues and ensures- that consumer interests are represented. Conseguently the Company is
exposed to the risk of changes in day to day operations resulting from regulatory guidelines issued by the CAA and
mitigates this as far as possible: The airport Is represented by dedicated AGS Airports Group staff that ensures-full
compliance with regulatory requirements, establishi a-souhd relationship with the regulator and advise the Executive
Commitiee and Board on reguiatory matfers. ' '

Competition rufes _

The penalties for failing to comply with the. 1898 Competition Act-and relevant EU law are recognised as risks fo manage
within the' Company, given its position in certain matkets. Clear policy direction, which ‘includes compulsory awareness
training and close support from the internal legal department, reduces the risk-of the-Company breaching these regulations.

Environmental risks _ _ _
Environmental risk is managed throughout the Group as it has the. potential to impact negatively upen the AGS Airports
Group's .reputation and jeopardise the -airports licences to_operate and to grow. The Company has a dedicated
Sustainability Assuraiice resource whose remit covers.noise, ‘waste, air and water quality, and carbon emissions. This role
ensurses. that Aberdeen International Airporf's operations corply with legislative obligations ‘and Company standards. In
-addition, the Compaiy has a defined CO2 strategy which takes Aberdeer international Airport up until 2020 and links in
with-the Scottish Governmient's published policy. Strategies are being put in. place. to ensure full compliance with the
Climate Change Act 2009. An independently audited carporate social responsibility report is. published anntially covering
afl areas of environmental performance,

Staviery and himan trafficking Fisks

The Company is committed to ensuring that there is no modern-day slavery or human trafficking in its supply chains or in
any part of its-business: The Group's Sustainable & Ethical Procurement Policy has been updated to inciude anti-slavery
legislation, The Company's supplier base has been reviewed to-idefitify slavery and human trafficking risks and processes.
have been established o mitigate those risks. The Company's supplier base is mainly UK companies and branches, The
Company. expects these enfities to comply with the Mederr: Slavery Act- 2015 and have:suitable anfi-siavery and human
trafficking poiicies and processes in place and has updated its spurcing process to ensure suitable. evidefice of this is
provided.

Commercial and financial risks

Operational disruption

There are d number of circumstances. that can pose short-term risks to the normal operations .of Aberdeen International
Airport such as shocks. to the: macroeconomic enviranment, terrotism, wars; airline: bankiupteies, human, health scares,
weather conditions and natural disasters whose cause may be remote from the location of the airport. Where possible the
Company seeks to-anticipate the effects of these events on its operations and aiso maintains cantingency.plans to minimise
disruption wherever possible. ' '
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Strategic report — Internal controls and risk management (continued)

Principal Risks and Uncertainties and Risk Management continued

Changes in demand

The risk of unanticipated long-term changes in passenger demand for air travel could lead to a shortfall in turnover and
misaligned operational capacity within the Company. Since it is not possible to identify the timing or period of such an
effect, the Company carries out evaluations through a series of scenario planning exercises.

Industrial relations

The risk of industrial action by key staff that affects critical services, curtails operations and has an adverse financial and
reputational impact on the Company is recognised. The Company has a range of formal national and local consultative
bodies to discuss pay, employment conditions and business issues with the Trade Unions.

Treasury
The Company's financial risk management objectives are aligned with its ultimate parent company, AGS Airports Holdings

Limited, which is the parent undertaking that consolidates these financial statements. AGS Airports Limited (the ‘AGS
Group') is the entity where external funds are borrowed and lent on to the Company and the level at which financial risks
for the Company are managed. The company's treasury policies are in compliance with the wider AGS Group and are set
out below.

The Group Board approves prudent treasury policies and delegates certain responsibilities including changes to treasury
policies, the approval of funding and the implementation of funding and risk strategy to the Group Finance Team. Senior
management directly control day-to-day treasury operations on a centralised basis.

The treasury function is not permitted to speculate in financial instruments. Its purpose is to identify, mitigate and hedge
treasury related financial risks inherent in the Group’s business operations and funding. To achieve this, the Group enters
into interest rate swaps, to protect against interest rate risks.

The primary treasury related financial risks faced by the Group are:

(a) Interest rates
The Group has floating rate debt and managed the risk through use of interest rate hedging instruments.

(b) Funding and liquidity
The Group is financed through bank facilities totalling £793 million. The Group is cash positive after capital expenditure
and interest on external debt. As at 31 December 2017, cash and cash equivalents were £12 million (2016: £31 million)
and undrawn headroom under bank credit facilities was £116 million (2016: £80 million).

Covenants are standardised wherever possible and are monitored on an on-going basis with formal testing reported to
the Executive Committee, ARC and the Board.

In February 2017, the Group was re-financed increasing its bank debt facilities to £763 million plus a £30 million facility
that was used to refinance its debenture loan in July 2017.

(c) Counterparty credit
The Group exposure to credit related losses, in the event of non-performance by counterparties to financial instruments,
is mitigated by limiting exposure to any one party or instrument.

The Group maintains a prudent split of cash and cash equivalents across market counterparties in order to mitigate
counterparty credit risk. Board approved investment policies and relevant debt facility agreements provide counterparty
investment limits, based on short-term and long-term credit ratings. Investment activity is reviewed on a regular basis

and no cash or cash equivalents are placed with counterparties with long-term credit ratings below Baa1/BBB+ and
short-term credit ratings lower than P-2/A-2/F2,

On behalf of the Board
CLL\:?X 8@\%&

Carol Benzie
Director

315 May 2018

Company registration number: SC096622



Aberdeen International Airport Limited
Directors’ report

The Directors present the_ir Annual report and the aud_ited'ﬁnandial statements for-Aberdeen International Airport Limited
for the 'year ended 31 December:2017.

Principal activities . _ _
The Company is the cwner and operator of Absrdeen Airport and forms part of AGS Airports Holdings Limited group,

Results and dividends _ S .
The profit for the financial year amounted to £19,083k {2016: £10,734k). No dividends were proposed or paid during the.
year (2016: £nil}, The statutory results are set out on page 12.

Directors _
The Directors who sefved during the year and to the date of this report-are as follows:

Carol Benzie

Ignacio-Aiter Garcia Bilbao
John Bruen

Simon Géere

Gonzalo Velasco Zabalza

Employment policies' _ _ _

The Company has defined a set of guiding principles: to ensure fair recruitment and salection: The Cormnpany.continues to-
aim to recruit, retain and develop high cafibré people and has talent and succession management programmes for
managerial roles.

The Company is committed to giving full and fair consideration to. applicarits for employment. Every applicant or eémployee
wiltbe tréated equally whatever their race, colour, nationality, ethnic or national origin, séx, marital status, sexual orientation,
religious beligf, disability, -age or commuiiity background. The Company actively encourages a diverse range of applicants
and commits to fair treatment of all applicants. The Company's Investment in learning and developmient is guided by senfor
line managers who &nsure that the.Company provides the learhing opportiinities to support the compatencies that are seen

as-key to.the Company's success.

Disabled persons have equal opportuhities’ when applying for vacancies, with due regard fo their aptitudes and abilities.
The Company has further procedures to ensure that disabled colleagues are fairly treated and that theirtraining.and career
development needs are carefully managed. Where efmployess have-become disabled during the course of employment,
the Company endeavours to ensure continuing employment through the arrangement of appropriate training.

Employee involvement and consultat'fon_ is managed-in a riumber of ways including employee sirveys, team updates,
briefings, road shows:and an intranet, while.collective consujtation takes place with the unions such-as. Unite ahd Prospect
for those employee groups where upions are.recognised. The Company ‘aiso operates frameworks for cansuitation and is

committed to-managing people fairly through change.

Together these arrangements aim to provide a-common awarengss amongst employees of the financial and “écononiic
factors affecting the. perfoimance of their business. Boriuses paid to employees reflect the financial performancs -of the
business. In addition, some senior manggement participate in a long-term incentive plan which also rewards based on
group performance.

Supplier payment policy _ _ o

The Conipany complies with the UK government's. Better Payment Practice Code which states that responsible companies
ghould:

»  agree payfment terms at the outset of a fransaction and adhere to. them:;

= provide suppliers with clear guidance on- payment procedures;

M pay bills in accofdance with any contract:agreed or as required by law; and

~ advise suppliers without delay when invoices are contested and seftie disputes quickiy.

The Company had _2_1 days purchases outstanding at 31 December 2017 {2016: 18 days) based on the average daily
-amount invoiced by suppliers during the year,
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Directors’ report (continued)

Going concern
The Company finances its activities through funds generated from operations and has access to inter group funding from

its parent companies.

The Group's trading and cash flow projections identify that the business will be cash generative for a period extending at
least 12 months from the date of signing these financial statements. The bank borrowings of the Group are secured over
the assets. The directors having considered and made appropriate enquiries of management as to the assumptions
underlying the projections have a reasonable expectation that the Company will continue in operational existence for the
foreseeable future. Accordingly the going concern basis continues to be adopted in the preparation of the financial
statements.

Political donations
No political donations have been made in the year (2016: £nil).

Internal controls and risk management

The Company actively manages identified corporate risks and has in place a system of internal controls designed to
mitigate these risks. Details of the Company's internal controls and risk management policies can be found on pages 4 to
6 in the internal controls and risk management section of the Strategic Report.

Financial risk management objectives and policies
The Company's financial risk management objectives and policies, along with the Company's exposure to risk has been
disclosed in the internal controls and risk management section of the Strategic Report.

Directors’ indemnity

The Company's Articles of Association provide that, subject to the provisions of the Companies Act 2008, but without
prejudice to any protection from liability which might otherwise apply, every director of the Company shall be indemnified
out of the assets of the Company against any loss or liability incurred by him in defending any proceedings in which
judgement is given in his favour, or in which he is acquitted or in connection with any application in which relief is granted
to him 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.

Auditor

Pursuant to the provisions of section 485 of the Companies Act 2006, a resolution relating to the reappointment of the
auditor Deloitte LLP will be proposed within the period set out in section 485, or Deloitte LLP will be re-appointed following
the period set out in section 485 where no such resolution is proposed, in accordance with section 487,

Statement of disclosure of information to the Auditor

Each of the persons who is a director at the date of approval of this annual report confirms that:

* so far as the director is aware, there is no relevant audit information of which the Company’s auditor is unaware; and

* the director has taken all the steps that he ought to have taken as a director in order to make himself aware of any
relevant audit information and to establish that the Company’s auditor is aware of that information.

This confirmation is given and should be interpreted in accordance with the provisions of section 418 of the Companies

Act 2006,

On behalf of the Board

Cacd bt

Carol Benzie
Director

315 May 2018

Company registration number: SC096622
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Directors’ responsibilities statement

The directors are responsible for ‘preparing the Annual Report including the financial statements ‘in accordancs with-
applicable {aw and regulations;

Company law requires the directors to'prepare financial statemenis for each financial year. Under that'law the directors
have elected to prepare the financial statements in accordance with Financial Reporting Standard 101 Reduced Disclosure
Framework. Under Company law the directors must not approve:the financial statements unless they are satisfied that
they give a true and fair view of the state of affairs of the Company and of the profit or logs of the- Cornpany for that period.
-In preparing these financial statements, the directors are required to:

select su'i'table accounting policies and then apply them consistently;

‘make judgments and accounting estimates that are reasonable and prudent;

state whether Financia] Reporting Standard 101 “Reduced Distlosure Framework® has been followed: and
prepare the financial statements on the going concetn basis unless it is inappropriate. t6_presume that the
Company will continte in business.

. & 8 »

The directors are respensible. for keéping adequate ‘accounting records that are sufficient 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-that the financial statements comply with the Companies Act 2006. They are also responsible for
safeguarding the assets of the Company and herice for taking reascnable steps for the. prevention and detection of fraud

and.other irregularities:
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Independent auditor's report for the members of Aberdeen Internatiorial Airport Limited

Report on the audit of the financial statements

Opinion _
in our opinfon the financial statements:
« give a true and fair view of the state of Aberdgen International Airport Limited's (the * company'} affairs at 31
December.2017 and of its profit for the year then ended:
= have been properly prepared in accordance with United Kingdam Generally Accepted Accounting, Practice
including Financial Reportig Standard 101 “Reduiced Disclosure Framework?; and
+ have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements of the company which comprise:
»  the profit and ioss account;

the statement.of comprehensive income;

the statement of finaricial position; '

the statement of changes in equity;

the statement of accounting policies; and

the related notes 1 to 19,

The financial reporting framework that has been applled in their preparation is applicable iaw and United Kingdom
Accounting Standards, including Finapcial Reporting Standard 104 *Reduced Disclosure Franiework” (Umted Kingdorn
Generally Accepted Accounting Practice}.

Basis for opinion

We conducted our audit in accordance with International Standards on Audmng (UK)Y (ISAS{UK)] and applicable law. Our
responsibilities under those standards are fuither describad in the auditor's responsitilities for the audit of the financial
statements séction of our.report.

We-are- mdependent of the company in accordance with the ethical requirements that are relevant to gur audit of the
financial statements in the UK, including the FRC's Ethical Standard, and we have fulfilled our other ethical responstbal:tles
in.accordance with these requirements. We believe that the audit evidence we havé obtained is sufficient and appropriate
1o provide a basis for our opinion.

Conclusions relating to going concern
‘We are required by ISAs (UK} to repert in respect of the following matters where:
s the directors’ use of the geing concern basis of accounting in preparation of the financia! statements is not
appropriate; or
= the directors have not disclosed in the financial statements any identified material uncertainties that may cast
significant doubt about the company's ability to continue to adept the going concern basis of acceunting for a
period of at lgast twelve months from the date whien the financial statéments are authorised for issue.

We have nothing to-report in respect of these matters.

"Other information

The directors are responsible for the other information. The' cther information | compnses the inforiation included In the
aninual report, other than-the financial statements and our auditor's report thereon., Cur opimon on the financial statéments
“does not cover the-other information and; except o the extent otherwise exphcrtly stated in our report, we do not express
any form of assurance conclusion thereon,

I connection with our audlt of the financial staterfients, our responsibility is to read the other information and, in doing so,
consider whether the other information is rnaterlaliy incensistent with the financial statements or our knowledge obtalned
inthe-audit or otherwise appears to be materfally misstated, If weddentify such material inéonsistencies or’ ‘apparent material
misstatements, we are required to determine whether there is a material misstatement in the financial statements or:a
‘material misstatément of-the other information. If; based. on the work we have performed, we conclude that there is-a
material misstatement of this other information, we are required to report that fact.

We have nothing to report in respect of these. matters,

Respons:bllltles of directors

As explained more fully in-the directors’ responsibilities statement, the directors are responsible for the preparaticn of the.
financiai statements and for being satisfied that they give a'true and fair view, afid for such interhai control as the directors
determing is.necessary to enable the preparation of financial statements that are free frorm material mrsstatement whether
due te fraud or erfor.

10
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Independent auditor’s report for the members of Aberdeen International Airport Limited

Report on the audit of the financial statements (continued)

In preparing the financial statements, the directors are responsible for assessing the company’s ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting
unless the directors either intend to liquidate the company or to cease operations, or have no realistic alternative but to do
S0.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs (UK) will
always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the Financial Reporting
Council's website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor's report.

Use of our report

This report is made solely to the company’'s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies
Act 2008. 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 auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not
accept or assume responsibility to anyone other than the company and the company’s members as a body, for our audit
work, for this report, or for the opinions we have formed.

Report on other legal and regulatory requirements

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:
¢ the information given in the strategic report and the directors' report for the financial year for which the financial
statements are prepared is consistent with the financial statements: and :
e the strategic report and the directors’ report have been prepared in accordance with applicable legal
requirements.

In the light of the knowledge and understanding of the company and its environment obtained in the course of the audit,
we have not identified any material misstatements in the strategic report or the directors’ report.

Matters on which we are required to report by exception
Under the Companies Act 2006 we are required to report in respect of the following matters if, in 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 i
e the financial statements are not in agreement with the accounting records and returns; or
e  certain disclosures of directors’ remuneration specified by law are not made; or
e we have not received all the information and explanations we require for our audit.

We have nothing to report in respect of these matters.

David Sweeney, C.A. (Senior statutory auditor)
For and on behalf of Deloitte LLP

Statutory Auditor

Glasgow, UK

7 June 2018
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Aberdeen International Airport Limited

Profit and loss account for the year ended 31 December 2017

Year ended 31 December 2017

Year ended 31 Décember 2018

Before - Before ST
. . Certairi re- ; L ; Certain re-
certajire- .~ b Total ceraln re- - Total
meastiTements measurements measurements measurements
Note £000 £000 -£000 £000 £o4o £000
Turnover 1 56,216 - 66,216 55,901 - 55901
Operating costs 2 {40,446) - (40,448) (40,871} 3.684. (37,207)
Fair value gainf '
{loss) on invéstrment o .
properties 7 - 2,970 2,870 . {9.724)  (9,724)
Operating profit 18,770 2,970 18,740 15,030 (6,080) 8,970
Analysed-ag:
Operating profit
-before hon-recuring _ _ _
ftems _ 15,770 2,970 18,740 15,030 {8,724) 5,306
_Non-recurring items 3 - - - = 3.664 3.664
Financing
Interest receivable :
-and similar income _ 4 6,892 - 6,892 £,592 - 6,592
Interest payable and: _ _ _ _ _
similar charges 4 -(1,924) - {1,924) {2.751) - {2751
Profit on ordinary i
actlvities before ) ) . o
tax 20,738 2970 23,708 18,871 {6;060) 12,811
Taxation . . . A
(charge)/credit & {4,169) {456} {4,62’5__)- {4,550) 2473 (2.077)
Prafit for the year 16,569 2,514 19,083 14,321 {3,587) 10,734

The notes on pages 16 to 32 form an integral part of these financial statements.
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Aberdeen International Airport Limited

Statement of comprehensive income for the year ended 31 December 2017

Yearended Year ended
31 December 31 December
_ 2017 2016
Note. .E00O FooD
Prafit for the year 16 19,083 10,734
Other comprehensive income:.
items that will not be reclassified subsequently to profit or loss:
Return on plan assets-excluding interest income 17 1,161 _2,-942
Actuarial movernents.on defined benefit pension 17 B35 {(13,187)
Deferred tax on defined beneflt pensions. (305) 1,770
Other comnprehensive income! (expense) for the year net of _
tax 1,491 (8,475)
Total cormprehensive income for the year 20,674 2,259

The noteés-on pages 16-to 32 form an integral part of these financial statements.
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Aberdeen International Airport Limited

Statement of financial position as at 31 December 2017

31 December

:31 December

2017 2018
Note £000 £000
ASSETS
Fixed assets
Property, plant and equipment 6 76,974 72,594
investment properies 7 111,476 107,088.
188,450 179,682
Current assets
“Stocks 8 279 351
Debtors due within ane year 9 91,650 107,770
91,929 108,121
Tatal assets 280,379 287,803
LIABILITIES
Creditors: Amounts falling due after more than one
year
Borrowings 11 - 21,764
Deferred tax ligbilities 12 17,657 16,690
Pension Liability 17 1,245 2,857
18,902 41,311
Creditors: Amounts fatling due within one year
Bank overdraft . ' 10 30 1
Borrowings 11 - 11,768
Trade and other payables 13 27,582 21432
27,612 33,20
Total liabilities 46,514 74,512
Net assets 233,865 213,291
Capital and reserves
Share capital 14 12,000 12,000
Revaluation reserve 15 85,778 85,778
Profit and loss account 16 136,087 115,543
Total shareholders’ funds 233,865 213,291

The: notes on pages 16 to 32 form an integral part of these financial statements,

The financial statements of Aberdeen Intérnational Airport Limited (Company registration number: 8C096622) were
.appraved by the Board of Directors and authorised for issue on 31 May 2018. They were signed on its behalf by:

C;,wz*/ ( vg‘-’f‘?‘\ AL

Carol Benzie
Cirector

31 May 2018
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Aberdeen International Airport Limited
‘Statement of changes in equity as at 31 December 2017

Attributable to the owners of the Company

Share Reévaluation Profit :)';g Total
: b .
capital Reserve account
£000 £000, £000  £000
Balance at 1 January 2016 12,000 85,778 113,264 211,032

Comprehensive income: _
Profit-for the year - - 10734 10,734
Other comprehensive expense - - (8,475) (8,475)

Total comprehengive income - - 2,259 2,259
. Balance at 1 January 2017 12,000 85,778 115,513 213,291

Comprehensive income:

~ Profit for the year - - 19,083 19,083

‘Other comprehens_ive:inccme - - 1,491 1,491

Total comprehensive income - . 20,574 20,574

Balance at 31 Decembar 2017 12,000 B5,778 136,087 233,865

' The revaluation reserve relates lo'_lhei'i_lstoric revalualion of iivestment propertigs. Current revaluations of invéstment properties.afe included in the profit
and [nss account,

The notes dn-pages- 16 to'32 form an }nte_'g_rai part of these fin'anciai"statements.
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Aberdeen International Airport Limited
Accounting policies for the year ended 31 December 2017

The principal accouriting policies-appiied in the preparation of the financial statements of Aberdeen International Airport
Limited -are set cut below. These policies have been applied consistently to &ll the years presénted, unless otherwise
stated.

The Company’s financial statements are- presented in Sterling and alivalues are rounded to the nearest thousand pounds
(E0D0Y except when othérwise indicated.

Basis of accounting

Abetdeen International Airport lelted is a-Company incorporated in the Umtad Kingdem under the Companies Act. The
addréss of the registered office is given on:page 1. The nature of the Compahy’s operations and its principal activities are
set out in the strategic review-on pages 2 and-3.

The Company meets the definition of a gqualifying entity under:FRS 100 (Financial Reporting Standard 100} issued.by the
Financial Reportmg Council.

The financial statements have therefore been preparéd in accordance with FRS 101 {Financial Reporting Standard 10’1)
'Reduced Disclosure Framework’ as issued by the Financial Reporting Council.

The financial statements have been prepared on the historical cost basis, except for the revaluation of investmernit
properties. Historical cost is generally based on the fair value of the consideration given in exchange for-the goods and
services.

Fair value is the price that would be received to sell an asset or paid to transfer a liabifity in an orderly transaction between
market parhmpants at the measurement date, regardless of whether that price is directly observable or estimated using
ahother valuation technique. In estimating the fair value of an asset or a liability, the Company takes into account the
characteristics of the asset or liability if market participants would take those characteristics into account when pricirig the
asset or liabiiity at the measurement date, Fair value for measurement purposes in these financial statements is determined
on-such a basis, except for leasing transactions that are within the-scope of IAS 17, and measurements that have some.
5|m||ar|t|es to fair value but are not fair value, such as net reslisable value in 1AS 2 or value in usé in IAS 38,

These financial statements are separate finanicial statements. Details of the parent-in whose consolidated finaricial
staternents the Company is-inciuded are shawn in note:19 to the financial statements.

As permitted by FRS 101, the-Company has taken advantage of the disclosure exemptions available under that standard
in relation to presentation of a cash-flow statement, standards not vet effective, impairment of assets, the: Tequirements of
IFRS. 7 Financial nstruments: Disclosures, the requirements of paragraphs 91 -89 of IFRS 13 Fair Value Measurement,
related party transactions and the requirement set out in [AS 1.38 to present comparative information in respect of property,
plant and equipment and avestment properties.

Primary financial statements format

A columnar approdch has been adopted in the profit and isss account and the’ impact-of two principal groups-of items is
shown in a separate column ('certain re- -measurements’). This allows the presentation of the performance of the businéss
bafare. these specific fair vaiue gains and losses. These items are:

i_ fair value gains and losses oh investrient property revaluations and dispesals;

i the associated tax impacts of the items in {i} above,

i defined benefit scheme changes.

Guing copcern

The Directors have prepared the financial statements. an a going concern basis which requires the Diréctors to have &
reasonable expectation that the Company has adequate resources to continue in operational existence for the foreseeable
future. The:financial risks for the Coripany are managed at'a Group level.

Cnnsequent!y the Directors have reviewed the cash flow projections of the Group taking into account:
the forecast turnover.and operating cash flows from the underlying operations;

= the forecast avel of capital expenditure; and

« the overall Group qumd!ty position, including the projected upstream of cash remaining committed and. uncommitted.
facilities available to it, iis scheduled debt maturities and its forecast fi nanctal ratics and. abiiity to -access the debt
markets.

As a result of the review, having made appropriate enquiries of managemient, the Directors have a reasonakle expectation that
sufficient funds will be available to meet the- Company's funding requirernent for the next twelve months from the balance sheet
signing date,
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Aberdeen International Airport Limited

Accounting policies for the year ended 31 December 2017 (continued)

Adoption of new and revised IFRSs

{a) Amiended standards adopted by the Company o ]

During the year, the Company- adopted.a number of amenidments to the:[FRSs issued by the IASB that are mandatorily
effective for accounting periods begirining dn or aftér 1 Jaruary 2017. Their adoption has. not had any material impact on
the disclosures or on the.amounts reported in these financial statements.

The fellowing amendmeﬁts-, although relevant to.the Company, 'havé'no_ impact on the Company's resulls for theé reasons

stated:;

Amendments to IAS 12: The amendments provide clariﬁ_cation around recognition of deferred tax on unreatised
losses; no adjustments were required that has financial impact.on the Company's results.

Early application of (FRS 15, Reveriue from contracts witﬁ_.customers

Although the IFRS. 15 new standard is not mandatory applicable-until 1 January 2018 the Company has decided, making
use of the option included in IFRS 15, to-early apply the standard effective 1 Jahuary 2017.-

IFRS. 15 establishes a single comprehensivé madel for atcounting for revenue arising from contracts with customers,

Thie Company recognises revenue from:the following major sources:.

Aeronautical ihcome;
Retail services;
Car parking;.and
Property '

The Company has tonsidered each area of révenue and identified what is.regardad to be the main performance _o_bliga_tiqns
in each area, having reference to the underlying contracts. The results of the review, together with any potential impact on

‘reveénue recognition, is-as follows:

Aercnautical income: there arethree separate perfarmance cbiigations in respect of aeronautical charges, namely
landing, parking and departing charges. These charges are separately identified in respect of any aircraft
movement at the airport and the revenue is recognised on.the day the movement takes place., Therefore, the
Company do not consider there to be any impact on revenue recognition from the adoption of IFRS 15.
Retail services: the performance obligation is the pravision of retail unit space to a third party for the purposes of
selling of providing services fo the travelling public, in. return for a fee, based either-on a fixed rental fee, or a
concession fee based on'turnover. The retailer has the right to design and cantrol the use of that space. As such,
this cancept suggests that retail contracts are aligned to a iease in nature, and therefore retail income from these
sources-will be treated as lease’ income. Therefore, retsil services revenue.is not impacted by IFRS 15.
Car parking: in.the case of car parking greater than one day in length, curtently the car parking revénue is
recognised either:

a). onthe date of arrival at the-car park, in the case of pre-booked parking; or

‘b). on'the date of departure from the car park, in the case of pay-on-exit.
The Company consider the performante obligation is satisfied by the provision of a car park space for each day
the car is parked, therefore-the revenue should be divided equally for each day. This will result in a negligible

-timing difference to tevenue,

Property: the performance obligation is to provide the space to.a third party therefore is treafed as léase income.
Not impacted by IFRS 15.

No.adjustments were requifed due to the application of -IFRS 15.

Turnover
Turnover is-measured at the fair value of the consideration received or receivabie and represents amounts receivable for

-goods and services provided in the normal course-of business, net of discounts, VAT and ofher sales-related taxes,

Aeronautical

- Passenger charges based. ori the number of departing passengers.

Alrcraft departure charges levied according to weight of departing aircraft. _
Aircraft landing charges levied according to noise, emissions and-weight recegnised on landing.
Aircraft parking charges based on a combination of weight and time parked as provided.

Other charges levied for passenger and baggage operation when these services are rendered..

Retail

Concession fées from retail and commietcial concessionaires at or around airports are based upon turnover certificates
supplied by concessionaires and are recognised in the period-io which they relate. _
Car parking: income:is recognised -at the fime of exiting the car park in accordance with operator management fee

-arrangements,

17



Aberdeen International Airport Limited

Accounting policies for the year ended 31 December 2017 {confinued)

Property and operational facilities

= Property letting rentals, recognised on a straight-line basis over the term of the rentat period.

* Proceeds from the sale of trading properties, recognised o the uncenditional. completion-of the sale,

* Usage charges made for aperational systems (e.g. check-in desks}, recognised as each service is provided.
= Other invoiced sales, recognised on the performance of the sefvice.

Other o
* Charges related to passengers with restricted mobjlity and various other services, recognised at the lime of delivery.

Grants and contributions
On occasion, the Company may receive grants.to provide financial incentives ta improve airport infrastructure considered
1o be in the best interest of the public. Grants received are treated as a reduction in the cost of the related fixed assets.

Non-recurring items

©On the face of the profit and loss account, the Company presents non- recurnng items separately. Non-recurring items
are material fems of income or ‘expense that, because of their size or incidence, merit separate presentation te affow an
understanding of the Company's financial perfarmance.

Such events may include gains or losses on the disposal -of businesses or assets that do not qualify as discontinued
operations, major reorganisation of busingsses, closure of mothballing of terminals and costs incurred in bringing new
airport terminal complexes and airfields to operational readingss that are not able to be capitalised as part of the projett.

In the year ended 31 Decembar 2016 the Company agreed chariges to the defined benefit pénsion schemie resulting in
a net non- recurring pension credit.

Additional details of nor-recurring items are provided as-and when required as set out in note 3.

Operating profit
Opeérating profit.is stated after charging restructurlng ‘costs and fair ‘value gain on investment properties but before

financing.

Inferest

Interest receivable is recognised when it is probable that the economic benefits will flow to the Corpany and the amount,
of turpover cen be maasured reliably. Intérest receivable i accrued ¢n a time basis, by reference to the principal
outstanding and at the effective interast rate appficable, which is the rate that exactly discounts estimated future cash
receipts through the expected life of the financial asset to the: asset's net carrying amount on initial recognition.

Interest charges directly attributable to the acquisition, construction.or production of qualifying assets, which aré assets
that take a substantial pericd 6f time fo get.ready for their intanded use:or sale, are added to the cost of those assets,
until the asset is complete and available for Use. Such costs are tapitalised whilst _projects are in progress.

Where asséts in the course of construction are financed by specific faciiities, the interest rate relating to {hose spe::lfc
borrowing facilities is used to calculate the amount to capitalise; otherwise an interest rate based an the weighted average
cost of debt fs used, Capitalisation of interest ceases once the asset is complete and available for use. Interest is then
charged to the profif and Ioss account as.a deprediation expense over the iifé 6f the relevant asset,

AI_I-other interest costs are recaghised in the profit and loss account in the-year in which they are incurred..
Property, plant and equipment

Operational assets
Terminal complexes, airfield assets, plant and equipment and other land and buildings are stated at cost less accumulated

depreciation and impairment losses.

Assets in the course of construction are stated 4t cost iess prowsmn for impatrment Assals in the course of construction
are transferred to completed -assets when substantially all the activities necessary to get the asset ready for use are:
complete and the asset is available for use. Where appropriate, cost includes interest payable capitalised, swn labour
costs of construction-related projeit management and directly attributable overheads. Projects that are in the early stages:
of planning are capitalised where the directors are-satisfied that it is probable the, necessary consents will ba received
and the projects will be déveloped it achieve & siuccessful delivery of an assef such that future cummermal returns. will
flow to the Company.
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Aberdeen International Airport Limited

Accounting policies for the year ended 31 Dacember 2017 {confinued)
Property, plant and equipment {continued)

Operational assets (continued) _
The Company reviews these projects on a regular basis to determine whether events or circumstances have arisen that
may indicate that the carrying amount of the asset'may not be recaverable, at which peint the asset would be assessed
for impairment.

Depireciation

Depreciation is provided on operational assets, other than iand and assets in the course of construction, to.wille off the
cost of the assets less estimated residual value, by equal instalments over their expected usefu] lives as set out below:

Terminal complekds Fixed asset lives
Terminal building, pier and satellite structures. 20-80 years
Terminal fixtures and fittings 5-20 years
Airport plant.and equipment
Baggage systems M5 years
Screening equipment’ 7 years
Lifts, escalators-and travellators _ 20 years
Other plant and equipment, including runway lighting and huilding plant 5-20-years
Tunnels, bridges and subways ' o 50-100 years
Aifields
Runway: surfaces -10-15 years
Runway hases 100 years
Taxiways and aprons 50 years
Plant and egquipment
Motor vehicles 4-8 years.
Office equipment. 5-10 years
Computer equipment 4-5 years
Computer softwarg 3-7 years
Fixtures and fittings _ 5-10 years
Other plant-and equipment 5-10 years
Qther lanetand buildings
Short leasehold properties. _ Over period of ledse
Leasehold improvements- Lower of useful economic lifé or lgase pariod

The asset's residual values and useful lives are reviewed and adjusted, if appropriate, at edch reporting date.

Impairment of assets _ _ _

The Company assesses, at each reporting date, whether there is an indication that an asset may be impaired. If any such
indication exists, or when annual impairment testing for an. asset is required, the Company estimates: the asset's
recoverable amount. Where the asset does not generate cash flows indepenident of other assets, the recoverable amount
of the.¢ash-generating ‘unit to which the asset belongs s estimated. Recoverable amount is the higher. of an asset's fair
value less costs of disposal and its value.in use. I assessing value in use, the estimated future cash flows are discounted.
to their present value using a pre-tax discount rate that reflects current market assessments of the time value of money
and the risks specific.to the asset. Where the carrying amount of a cash-generating unit exceeds its recoverable -amount,
the cash-genarating unit is considered impaired and is written down to its recoverable-amount.

An assessment is made ateach reporting date as to whether there is any indicatios that previously recognised impairment
losses may no longer exist or may have décreased. If such indication exists, the recoverable amount is estimated, A
previously recegnised impairment loss is reversed only if there has been a change in the estimates-used to detérmine’
the asset's recoverable amount since the last impairment loss was recognised, If thatis the case, the carrying amount of
the asset is increased o its recoverable amount. That increased amount canriot 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'reversal, the depreciation charge is adjusted in future periods to allocate the asset's revised carrying amount; less-
any residual value; on .z straight-line basis. over its remaining useful life.. o

Investment properties _ _ o

Investment property, which is property held to eain rentals andfor for capital appreciation, are initially-measurad at cost.
and subsequently measured at fair value at the reporting date, as determined by the Directars and by external valuers
évery year.-Gains or losses arising from changes in the fair value of investment property are recognised in the profit and
fuss account in the period in which they arise. '

Gains or losses or_z-di'spc_:sa_i! of an investment property aré recoghised in the profit and loss. account on-the unconditional
complétion of the sale.

19



Aberdeen International Airport Limited

Accouriting policies for the year ended 31 December 2017 (continued)

Capitalisation of interest

Interest costs resulting from fihancing tangible fixed assets that are in the course of construction.is capitalised whilst
prOJects arein progress. Where asséts in the courseof canstruction are financed by specifi borrowing faciliies the-interest
rate relating to those spécific. borrowing facilities is used fo calcylate the amount to capitalise, otherwise an interest rate
based an the weighted average cost of debt is used. Capitalisation of interest ceases once the asset is complete: and
avafidble for use. Interest is then charged {0 the profit and loss account as a depreciation expense over the life-of the
relevant asset.

L rases

The determination'of whether an arrangement is or contains a lease is based on the substance of the. arrangement and
requires an assessment.of whether the'fulfilment of the arrangement is dependent on the use of a specific asset or assets
and the arrangement conveys a right to use the asset.:

Company as alessee

Finance leases, which transfer to the Cofripany substantially all the risks and benefits incidental to ownership of the leased
item, are capltahsed at the |ncept|on of the lease at'the fair value of the leased property of; if lower, at the. present valus
of the minimum lease payments, Lease paymenls are apportioned between the finance charges and reduction of the
lease llab:iity so as o achieve a constant rate of interest on the: remaining balance of the.liability. Interest payable are
charged directly agatnst income.

Capitalised leased assets are depreciated over the shorler of the estimated useful life of the asset-and the lease term if
there is no.reasonable certainty that the Company will obtain ownership by the end of the gase term.

Operatling lease payménis are recognised as an expense in the- prafit and loss account on a straight- line basis- over the
lease term.

(n the event that lease incentives are received to enterinto operating leases, such incentives are recognised as a liability.
The aggregate benefit of incentives is recoghised as a reduction of rental expense on-a straight-line-basis, except where
another systematic basis is more representative of the time pattern i which economic benefits from the leased assef are
consumed.,

Company as a fessor

Leases where the Company retains substantially all the risks and benefits of ownership of the asset-are ciassified as
cperating leases. Rental incomié from cperating leases is recognised on a stralight-line basis ovér the term of the relevant
lease, Inifial direct costs incurred in negetiating an operating lease are added to the carrying amount of the leased asset
and regognised over the lease ferm on the same basis as refital incoma.

Stocks
Raw matefials and consumables consist of engineering spares and.other consumable stétes and are valued at the iower
of cost and net realisable value and include all. costs 16 bring inventories to their present location and. condition.

Deferred income.
Contractual income is treated as deferfed income anid released to the: profit-and loss account as earned.

Provisions

Provisicns are recognrsed when the Company has a present cb!!ganon (legal or constructive) as a result of a past event,
it is probable that an outflow of rasources embodying economic benefi ts will be reguired to setfle the obllgatmn and a:
reliable estimate can be made of the amount of ffie obligation. Provisions are measured at the best estimate of the
.expenditure reqiired to seitle the oblrgatlon at the reparting dale and are discounied to present value where the effect is
material,

Borrowings

Borrowings are recognised, mltlally at fair value, net of transaction costs incurred. Borrowings with a maturity date are
subsequently stated at amortised cost Uriless part of a fair value hedge relationship: Any difference between the amount
initially recognised (net of fransaction costs) and the redempticn valte is recognised in the profit'and loss account over
the. pericd- of the borrowlngs using the effective interest rate method, Borrowings being novated or cancelled and re-
issued, with 2 substantial modification of the terms, are-accounted for as an extinguishrhent of the criginal financial liability
and the recognition of a new financial liability, with any resulting gain or loss recoghised in the profit and loss account.

20



Aberdeen International Airport Limited

Accounting policies fortha year énded 31 December 2017 {continued)

Pension costs

Defined benefit plan

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan,
The Company is a-participatfng emplayer in the AGS Airports defined benefit pension scheme..

The pensicn scheme surplus (ta the extent that it is recoverable) or deficit is recognised in full. Thé movemant in the
scheéme surplus/deficit is split-between operating charges, finance items and, in the statement of total recognised gains
and losses, actuarial gains and losses. '

The Company’s net obligation in respect-of the defined benefit pansion plan is calculated by estimating the amount of
future benefit that employees have earned in return for their. service. in the current and prior periods; that benefit is
discounted to determine ils present value, and the fair value of any plah assets are deducted. The Company determinas-
the riet interest on the net defined benefit liability/asset for the period: by applying the discount rate used to. measure the’
defined behefit obligation at the bagdinning of the annual period to the net defined benefit liability (asset).

The discount rate is the yield at the repérting date on borids that have a credit rating of at least AA which have maturity
dates approximating the terms of the Company's obligations and that are denominated in the currency in which the
beénefits are expected to be paid,

Re-measurements ‘arising from defined benefit plans comprise actuarial gains and lesses, the return on plan assets
(excluding interest) and the effect of the asset celiing: (if any, excluding interest). The Company recognises them
immediately in other comprehensive income-and-all ather expenses related to defined benefit.plans in-employee benefit
expenses in-profit or loss.

The caiculation of the defined benefit obligations is performed by a qualified actuary using the projected unit credit method.
When the caiculation résults, in & benefit tothe Company, the recogriised asset is limited to the present value of beneﬁts :
available in the form of any future refunds from thie plan or reductions in future contributions and takes Infc account the
adverse effect of any minimum funding requirements.

Current.and deferred income tax

The current income tax charge is calcufated on the basis of the tax laws enacted or substantively enacted at ffie reporting
date in the couniries where the Company's subsidiaries operate afid generates taxable income, Management periadically
evaluates positions taken in tax returns with respect to situations in which applicabie tax regulations are subject to
‘interpretation and establishes provisions whers appropriate. on the basis of amounts expected to be paid to the tax
authorities.

Deferred income:taxation is provided in full, using the liability method, on temporary differences arising between the tax
bases of assets and liabilities and their carrying amounts in the Company's financial statements. Deferred income taxation
is not-provided on the initial recognition. of an'asset or liability in a transaction, other than a business coimbination, if at the
time of the-transaction there Is no.effect on either accounting or taxable profit or loss.

Deferred income taxaticn is provided on temporary differences arising on investrents in subsidiaries, associates and joint
ventures, except where the timing of the reversal of the temporary difference is controlled by the Company and it is
probable that the temporaiy difference will not reverse in the foreseeable futiire,

Deferred income tax assefs are recognisedto the extent that it s probable that future taxable profit will be available against
which the temporary differances can bé utilised.

Deferred 'incor_ne taxation is determined using the tax ratés 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 liability is realised or settled.

Income tax.relating to items recognis_ed directly in equity"is recognised in equity and notin the profit'and lass account.

Daferred tax assets and liabilities are oﬁset’-whe_n there is a legally enforceable right to set off current tax assets against
current tax liabilities and whien they relate to income-taxes levied by the same taxation authority and the Comipany. intends.
to settie-its current tax assets and:liabilities ona net basis.

Share capital _ _

Ordiniary shares are classified as equity and are recorded at the fair value of proceeds received, net of direct issue costs.
Where- shares are issued-above par value, the proceeds in.excess of par value afe. recorded in the share premijum
account, ' '

Dividend distribution _ _

A dividend distribution to the Company's shareholder is recognised as a liability in the Company's financial statements. in
the period in which the shareholder's right to teceive payment of the dividend is established. nterim dividends are
recoghised when paid.
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Aberdeen International Aitport Limited

Accounting policies for the year ended 31 December 2017 {continued)

In applying the Company’s accounting. policies, management have made estimates in.a number of key areds. Actual
results may, however, differ from the estimates calculated and management befieve that the following, areas present the
greatest ievel of uncertainty.

Investment properties . : _

Investment properties were valued at fair value by, CBRE Limited. The valuations were prepared in consideration of IFRS
and in accordance with the appraisal. and valuation manual issued by thé Royal Institution of Chartered Surveyors,
Valuations werd carried out having regard to comparablé market evidence relevant to each specific property or class of
properties. In assessing fair valus, current and potential future incoms (after déduction of non-recoverable outgoings) has
been capitalised using yields derived from market evidence. Independent valuations were obtained for 100% of the
investment properties. Approximately 35% of the investment properties cmprise airport car parks and airside assats that
are considered less vuinerablé to market volatility than the overali market.

Pensions

Certain assuriiptions have been adopted for factors that determine the valuation of the Company's liability for pension
ohiigations at pericd end and charges to the profit and loss account. The factors have been detérmined in consuitation
‘with the Company’s dctuary, taking into account market and economic conditions, Changes in assumptions can vary from
period to period as & resuit of changing conditions and other determinants which may cause increases or decreases in
the-valuation of the'Company's fiability for pension obfigations. The objective when setting pension scheme assumptioris
for future periods-is to reflect the expected actual outcomes, other than the discount rate which must be set by reference
1o the yield on high quality corporate bonds with a term consistent with the obligations. Actuarial gains.and losses due to
the change in actuarial assumptions are’ recorded in other comprehensive income. The-impact of the change in
assumptions .on the valuation of the net financial position for pensidn schefries is reflected-in the nen-recurring item-

pension fine in the profitand loss account. Further details dre avaiiable innote 19,
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Aberdeen International Airport Limited

Notes to the Company financial statements for the year ended 31 December 2017

1 Segmentinformation

The Directors-consider the bus_iness- has only one segment. All of the Company’s turnover arises in-the United Kingdom

and relates to continuing operations.

Year ended _ Year ended
31 December 2017 31 December 2016
£000 £000. .
" Tiirnover 56,216 £5,901
Other operating income
Interest receivabie and similar income (note 4) 6,892 6,592
Total reverue 63,108 62,493
2 Operating costs:
Year ended Year ended
31 December 2017 31 December 2016
-£000- £000
Operating costs (in¢luding non-fecurring items) include the:
following:: '
Employment costs.
Wages and salaries 9,662 10,164
Social security 1,016 1,022
Pensions 1,235 1,853
Other staff related:
Non-recurring pension credit. - (3,664)
Other 296 979
Employment costs 12,208 10,351
Depreciation of property, plant.and equipmant 5617 5,329
Gain on disposal of fixed assets: (37 (13
Other operating costs 22,657 21,540
Total operating costs 40,446 37.207
Analysed as: _
Adjusted operating costs 34,829 35,542
Depreciation 8,617 6,329
Non-recurring items {nate 3) - (3,664)
Total operating costs 40,446 37,207

Auditor remuneration

Audit fees and non-audit fees forthe current financial

accordance with the Shared Services Agreement.

year were borne by AGS Airports Limitéd and recharged in

For the yedr ended 31 December 2017, the fees payabie to the Company’s-auditor for the audit of the Company's annual
accounts was £25k (2016: £20k). No nen audit fees payable to the Company's atditor were incurred in 2017 (2016 nil}.
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‘Aberdeen International Airport Limited

Notes to-the Company financial sfatements for the year ended 31 December 2017
2  Operating costs (continued)

.Employee numbers S _ _
The average.menthly. number of empioyees {including executive directars) during the year was:

Year ended 31 December 2017 Year ended 31 December 2016

Numbéer Nuinber

Dffice and management 31 35
Airside, security and operatioris 224 224
Retail-and commercial 5 5
261 285

This does not include- headcount relating to central support functions for the Company which are rendered by AGS Airports
Limited and charged as intra- group charges in accordance with the Shared Seivice Agreement

Director’s remeuneration _ Year ended Year ended
31 December 2017 31 December 2018
£000 £'000.
Director’s and highest paid director's remuneration _

Aggregate emolumants 175 188
Value of company pension contributions 1o defined benefit scheme- - 31
175 217

Year ended Year ended

31 December 2017 31 December 2016

Numbet Number:

Number of directors whoi
are- members of a defined benefit pension scheme - -

The directors participate in various Leng Term Incentive Performance Cash Plans. operated by AGS Airports Limited. The
AGS Airports Limited plan was introduced in 2015, a cash amount is granted which could vest in 2018, contingent on
achieving or surpassing adjusted EBITDA and other operational targets over a three year penod

3 Non-recurring items -

Year ended Year erided

31 December 2017 31 December 2016

£000 £000

~_Pension credit - (3,664)
Non-recurring. ifems - (3,684)

‘Dunng 2016 there was a net non-recuming: pension credil of £3,664K. This includes the Company's share of the past service cosl, offset by the costs incurred
in relation to the changes made 1o the AGS Airports Limited definiad benefit pension echeme as described in nole 17

4 Interest

Year ended Year ended .
31 December 2017 31 December 2016
£000 £000

Interest receivable and similar income
-AGE pension scheme _ 1,093 1,563
Interest receivable:from group undertakings® 5,799 5,029
6,892 6,692

Interest payable and similar charges

AGS pension scheme _ {1,158) {1.431)
Interest payable to group undertakings? {766) {1,320
{1,924) (2,751}

! These amounts relate to interest accrued on balances owed by Airpoit Holdings NDHT Limitéd and AGS Aliports Limited (Nofe 9).
2 These. amounts relaté td !ntemst accrue:l on balances owedto Airport Holdings NDH1 Liiitad arid AGS Airpors L:mrted {Mote 11},
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Notes to the Company financial statements for the year ended 31 December 2017

5 Taxation

Year ended Year ended
3 December 2017 31 December 2016
£000 £000
Current tax
Cuirent year tax payable 4,099 -
Group tax relief payable. . 3,757
Adjustments ifi respect of pricr years (136) (186)
Total current tax charge. 3,963 3,562.
Deferred tax
Carrent year charge/ (crédit) 641 (419)
Adjustments in respect of prior yeafs 62 (47)
Change in tax rate - impact on deferred tak balances {41 {1,019
Total deferred tax chargef {credit} 662 {1,485)
Taxation charge for the year 4,625 2,077
_ Yearended Year ended
31 December 2017 371 Decembet 2016.
£000 £000
Profit.on ordinary activities hefore tax: 23,708 12,811
Reconciliation of the tax charge
Tax calcilated-at thé UK statutory rate of 19.25% (2016 20%) 4,564 2,562
Adjustments in respect of current income tax of previous years {136) (195)
Adjustments in respect of deferied tax.of previous years 62 (47)
Change in tax —re-measuramant - 2,310
Change in tax rate - impact on deferred tax asséts and liabilities (41} (3,329)
Permanernt differences 176 778
Taxation charge forthe year 4,625 2,077
6 Property, plant and equipment
. Assets |
Terminal Alfields Plantand Oth:; ée::n_d the cb‘_urlsr_lz Total
complexes i} eginpment buildin gs' _ of o
constructien
£000 E000 £000 F000 £G00 £000
Cost
At 1 Janvary 2017 50,481 52,172 17,862 3,676 14,360 135,551
Additions . . z . 11414 11,416
Tra_nsfer to completed assets. 15,887 1.494 {563) 178 (16,9986) -
Tra nsfer to inveétment_"prope rlies - “ - - {1,418) (1:418)
Disposals (238) - {44) - - (282)
(At 31 December 2017 66,130 53,666 17,257 3,854 4,360 145,287
Depreciation
At January 2017 (26,284) (22,075) {12,992) {1,627). -~ {62,958)
Charge for'the year (2.319) 2113) {1,057) (128) - (ST
Disposals 238 - 44 - : 282
At 31 December 2017 (28,345) {24.188) {14,005} 11,735 - |68,293)
Net book value at 31 December 2017 37.785 29,478 3,252 2,099 4,360 76,974
Net book value at 31 Dagember 2016 24,216 30,098 4,870 2049 11,360 72,504

* Other land and bulidings are all freshold.
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Notes to the Company financial statements for the year erided 31 December 2017

6 Property, planf and equipment continued.

Assets in'the course of construction _

Assets in the course of construction comprise capital expenditure on on-going developments under the Company's capital
investment programme. Projects in progress at 31 December 2017 at Aberdeen International Alrport include construction
works for the developmentof the terminal, runway resurfacing, stahd capacity and HBS equigment.

Borrowing costs capitalised _ .
£119k (2016: £182K) has been capitalised. in the year at an average capitalisation rate of 1,98% (2016:223%) based on
a weighted average cost of borrowings.,

7 Investment properties

investment
properties
£000
Fair value
At 1 January 2017 107,088
Transfers from property, plant'and equipment 1,418
Valuation gain ' 2,970
At 31 December 2017 111,476

Investment properties,were valued at fair value at 31 December 2017 by CBRE Limited, Chartered Surveyors,

Details of valuations performed are provided balow:
31 December 2017 31 December 2016

E00D £000

CBRE Limited 111,476 107,088

[nvestment propertigs, which are all freehicld, were valued to fair value at 31 December. 2017 by CBRE Limited, Chartered
Surveyors. All valuations were prepared in consideration of IFRS .and in accordance with the appraisal and viluation
manual issued by the Royal Institution of Chartered Surveyors. Valuations were carried out having regardto comparable
market evidence relevant to each specific propeity or ciass of properties. Iri assessing fair value, currert and potential
fiture income (after deduction of non-recoverable ‘outgoings) has heen capitalised. using yields derived from ‘market
evidence refevant to each specific property or class of properties. There were rio restrictions on the realisability or
remittance of income or proceeds on disposal. The fair value measuremant hierarchy used in calculating fair vaiue has
been classified as Level 3. The higher the discourt rate, terminal yield and expected vacancy rate, the lower the fair value:
The higher the current-and potential future income or rental growth rate, the higher the fair value. '

The Company historically had a iow level of void properties.
Investment properties are let on either full repair-and ir_:_s__uri'ng leases; under which all oitgoings are the responsibility of

the lessee, or under tenancies, where costs are fecovered through a senvice charge levied on tenznts during their period
of occupation, ' '

B Stocks
31 December 2017 31 December 2016
£000 £000
_Consumables 279 351

The fotal amount of stock consumed in the year relating to continuing operations was-£788k (2016: £473k).

Thera is no mate_ri_a'l_ difference between the statement of financial position value of stocks and their replacement cost.
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Notes to the Company financial statements for the year ended 31 December 2017

.9 Debtors
31 December 2017 31 December 2016
) £000 £000

Due within one year

Trade receivables 6,148 6,673
Less; allowance for doubtiui debis. {33) {15}
Trade receivables ~net 6,115 6,658
Amotints owed by group undertakings - interest bearing® 85,196 80,298
Interest receivable from group undertakings. - 16,912
Trade receivables from group u'ndert_akjngs - 9,629
‘Prepayments ' ' 339 274
Other receivables - 1)
1,650 107,770

1 Amounts owed by graup undertakings - inferest bearing mainly reiate 1o-cash sweeps'transferred 1o Airport’ Holdings NDH1 Limitéd and AGS Almports
Limited. Cash is swept. between the companies an.z.regular-basis. As al 31 December 2047- the balance accries interest at a rate of 7% per annum,

{2016 7%}

The fair value of trade and other receivables is not materially different from the carrying vajue.

Unless otherwise stated, trade and other réceivables:do not contain impaired assets.

Trade receivables are non-interest bearing and are generally on 14 day terms. No collateral i’_s.'held_ as:security,

10 Bank overdraft

31 December 2017
£000

‘31 December 2016

£000

Bank overdraft

(30)

1

Cash at bank and in hand earns interest at floating rates based on daily bank depaosit rates and is SLijECf fo interest rate
risk.

11 Borrowings.

31 December 2017 31 December 2016

£000 £000
Current
Aiounts.owed to group undértakings - 11,768
Non-current
Unsecured
Amounts owed f¢ group uridertakings - interest bearifng - 21,764
- 33,532

Accrued interest is included as a non-current berrowings balance. For unlisted borrowings, the Group establishes. fair
values by using vaiuation techniques such as discounted cash flow analysis: The fair values of non-current borrowings
which have. floating rate. interest are assumed to equate to their.current nominat value,

The non-current intercompany bafances {as at 2016) became current intercompany balances during the course 6f 2047,
In order to- simplify the Group's wider intercompany structure, ftie- intercompany balances due from & to its non-trading
intarmediaté parent company (Airport Holdings NDH1 Limlted) were offset/repaid in order to leave only the net balance

remaining due from/to the ultimate parent company (AGS Airports Limited) within-the cuirent |ntercompany balance on the
Airport's balance sheet.
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Notes to the Company financial statements for the year ended 31 Decemiber 2017

12 Deferred tax

The net mevement on tha deferred'tax-lia‘bil_i{y'i_s -as follows:

31 December 2017

31 December 2016

£000 £000.
1 January 16,890 19,945
Charged/{credited) to profit and loss account 703 {4@6_)
Credited o profit and loss account — change in tax rate’ (41) (1,019}
Tax credited to equity _ _ _
Chargedi{credited) to equity - defined benefit pensions 305 { 1_,?.70)
31 December 17,657 16,690
The amounts of deferred fax provided are detailed beiow:
Deferred tax liabilities _
nvestment _
Properiies IBA's: Other Total
Fair Value
£000 £000 £000 £000
1 January 2016 13,663 6,313 (31 19,945
(Credited)/charged to profit and loss account (1,939) (264) 718 {1,485)
Credited to equity - - (1,770} {1,770)
1 January 2017 14,724 6,049 (1,083) 16,690
Charged to profit and loss account ' 489 127 46 662
Charged to equity 308 305
31 Décember 2017 12,213 6,176 (732) 17,657

Deferred tax charged/{credited) to equity during the year is as follows:

31 December 2017
£000

31 December 2'(_)1 6
'£000

305

(1,770}

Defined benefit pension scheme

13 Creditors due within one year

31 December 2017

‘31 December 2016

£000 £000

Accrugls. 323 2,913
Deferred income 1,447 1,470
Trade payables 1,758 1,174
GCther tax-and social security 252 290
Other payables 1,055 728
Capital payables 5,069 4,053
Group tax refief payables 10,267 10,806
Carporation tax payablé 4,503 -
Greditors due within one year 27,582 21,432

Trade payables are non-interest bearing and are generally én 30-day terms.
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14 Share capital

31 December 2017 31 December 2016
£000 £000

Allocated, called-up zind fully-paid. 12,000 12,000
12,000,002 ordinary shares of £1 each

18 Revaluation reserve _ _ _
31 December 2017 31 December 2016.
£000 £000

Balance at 31 December 85,778 85,778

The- revaluation reserve relates to th_e 'his,_toric .rev..!a'luaﬁqn of-investment properties and is non-distributable te the
shareholders. Gurrént revaluations of investrment properties-are included in the profit and loss account.

16 Profit-and loss account

31 December 2017 31 December 2016

£000 £000

1 January 115,513 113,254
Profit for the year 19,083 10,734
Return on plan-assets ‘excluding interest income 1,161 2,942
Actuarial gain on pension scheme 635 (13,187)
Deferred tax on pension scheme {305) 1,770
31. December 136,087 115,513

17° Employee benefits
Pension plans

Defined benefit scheme

Th_e_ Company is a participating employer in‘the AGS Airports Limited defined ‘benefit pension scheme.

The Group's defined benefit pension fund is ‘2 self-administered. defined benefit schefrie (the "AGS Airports Pension
Scheme” or the “Scheme") and is closed to new employees, The Schieme is. based on 4 final salary arrangement. As
required by UK pension law, a Pension Trustee’s Board has been established which together with the Group, is responsible
for governance of the Scheme. The Trustee Board is comprised of Company @nd employee nominated Trustées. Employee
Trustees will be nominatéd and elécted by the employees who-are: members of the Scheme.

in this initiaf period since the Scheme came into existence on 18 December 2014, the employer's. contributions have been
calculated based on initial advice received from the Scheme's actuaries, KPMG LLP; on the.amount of the bulk transfer of
-assets and Habilities fransferred into the Scheme from the former owners Scheme {BAA Pension Schemé) and
assumptidns determined by the Trustee and agreed by the Group.

The Scheme's Trustees In conjunction with the Trustees of the BAA Pension scheme finalised the bulk fransfer values in-
respect of the pension entitlements of thdse employeds who transferred over to the-new. Group onduly 2015, The pension
fund will be subject to triennial valuations and the defined obligation or surplus calculated twice a year by the Scheme's:
-actuaries.
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17 Employee benefits continued

The Infoermation -disclosed below is in respect of the-whole of the plans for which the Cormipany i either the $ponsoring
enpioyer or has been allocated & share of cost under an agreed group policy throughout the perfods shown, ’

31 December 2017 31 December 2016
£000. ' £000
Defined benefit obligation (43,787) (48,092)
Fair value of plan assels 42,542 45,235
Net llability for defined benefit obligations (see following table) {1,245) (2,857}
Movements in net defined benefit Hability
Deg:ﬁg;:anneﬁt. Fair value of plan-assets Net defined benefit asset
M 31 31 31 31 3
Becember  December December  December December  December
2017 2016 2017 2018 2017 2016
£000 £000 £000 £000 £000 £000
Balance.at 1 January {48,092) -(37.454) 485,235 40,200 {2,857) 2,748
Current service cost {497) (1,305} . - (497) (1,305)
Past service cost: . 4,534 - - - 4,534
Interest cost / income {1,158) (1,431) 1,093 1,563 {65} 132
Scheme administration - - (2 (30 (2) {30}
included in SGCI '
Actuarial (loss¥gain 635 {13,187) - - 635 (13,187}
Return on plan assets ) -
exciuding fnterest income- - - 1,461 2,942 1,161 2,942
Other
Employee contributions. [:14) (204) 57 204 . .
Employer contributions . . 380 1:31 380 1,311
Benéfits paid out 5,382 955 {5,382) {955) 0 .
‘Balange at 31 December (43,787) {48,082) 42,542 46,235 {1,245) (2,857)

1 Tha Company-agreed'changes to the defined benefit-pensions scheme effective from 1 Seplember 2016, The changes included the introdugtion of an
annual cap on futire and past increases to-pensionable pay. The' changes resulied in-a one-off reduction of £4.5 rriflion in tha-scheme's fabililies, as :

-measured underiAS19, and dre classifled.as an exceptional llzm in the income statement,

Fairvalue of plan assets

31 December 2017 31 December 2016°

£000 £000

Equity - 1,031
Froperty 2,280 2,086
Bonds- 5,181 8,689
Cash 108, 88
Liability Driven investihent 18,757 14,280
BGF 11,702 16,718
Ditect Lending 4,514 2343
Total 42,542 45,235
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17 Employee bensfits continued
Actuarial assumptions

The followirig are the principal actuarial assumptions at the reporting date {expressed as weighted :averagés_)':

31 December 2017 31 December 2016 31 December 2015

% %. %

‘Discount rate at 31 Decamber 245 2.55 385
Fulire salary increases (hefore 1 Sept 2016) 2.25 2.25 3.35
Future salary increases (after 1 Sept 20186) 2.00 2.00. na,
RP! Inflation _ 3.20 325 335
Pensfon increases in payment 3.05 310 ‘3.15

The assumptions relating 1o fongevity. underlying the: pension liabilities at the baiance sheet date are based on standard
actuarial mortality tables-and include an allowance for future improvements if iongevity.. The assumptions are equivalent

‘to expecting-a 8C-year old to five for a number-of years.as follows:
Current pensioner aged 60; 2?"gear's' {male}, 29 years {female).
Future re'ti'ree_ upon reaching 60: 28 years {male), 30 years (female).

The acc_ounfing stan__d_ard requires that the discount rate usedto discount the liability determined by reference to market
yields at the reporting date on high quaiity corporate bond investments. The currency and terms of these should be-
‘conisistent with the currency and estimated term of the post-eémployment obligations. The discount rate has been based:
.on the yield on AA rated corparate bonds of a term similarto the ffabilities.

The expécted rate of inflation is ari important assumption for t_he salary growth and pensian increase assumptions, A rate
of inflation is *implied™ by the difference between the vields on fixed and index-linked government bonds,

As required underthe accounting standard, interest income on the plan assets is calculated by multiplying the fair value
of the plan assets by the discount rate- as: discussed above.

Sensitivity analysis

The calculation of the defined benefit obligation is sensitive to the assumptions set out above. The following table.
sunimarises how the impact on the defined benefit obligation at the end of the reporting peried would have increased
{decreased) as aTesult of a change in'the respective assumptions:

Impact on overall Liabilities Change in 31 December 2017 "31 December 2018
assumption £°000 £'000
Discount rate by 0:1% 1,051 1,154
Rate of inflation by 0.1% 701 769
Life expectancy by 1 year 1,007 1,106
Funding

The defined beniefit plan is fully funded by the Group's subsidiaries. The funding requirements are based an the pension
fund’s actuarial measurement framework: set out in the funding. policies of the plan. The funding of the pian is based on a
separate actuarial valuation for funding purposes. for which the assumptions may differ from the assumptions abave.
Employees contribute to the plan based on a percentage of safary.

The Company expects to pay £0.4 milfien in contributions to its defined benefit plans in 2018 (2017: £0.4m). The weigtited
-average duration of the defined bensfit obligation at the end of the reporting period is 24 years (2016: 24 years).

Defined contribution plans

The Company operafes a defined contribution pénsion plan for all employees who joined the Company {under the former
ownership} after 15 June 2008, The total cost of defined contribution pension arrandements are fully expensed as
employment costs.
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18 Commitments

-The Company, together with AGS Airports Limited and each of its fellow subsidiaries (otfier than BAA Lynton Limited),
together, have granted security over their asseis fo secure their obligations to the lenders under the Senior Facifities
Agreement datéd 24 February 2017, '

Non-cancellable operating lease commi‘_tmeni_s -~ Company as a lessee
Total future minimum rentals payable as at the year-end are as follows:

31 December 2017 :31 Dacember 2016
£000 £000
Within one year 124 257
Within twg to five vears: - 124
Total 124 381

The Company leases varidus offices and warehouses under non-cancellable operating lease sgréements. The leases

have-various terms, escalation clauses and renawal rights. The Company also leases plant and machinery under non-
cancellable operating leases.

Non-canceltable operating lease commitments - Company as a lessor
Total future minimurm rentals receivable as at the year-end are-as follows:

‘31 December 2017 31 Decemiber 2015
£000 £000
Within one year 5,300 4,723
"Within twe to five years 17,271 13,568
After five years 36,086 27.849
Total 58,657 46,140

The Gompany uses & number of different leasing and confractusl structures depending on the type_and focation of the
investment property, Typically in multi-let offices and industrial premisgs a standard indefinite tenancy is used, which is
tefminable by the tenant on three months' natice at any time, However, itis commoh for the accornmeodation to remain fet .
ar be quickly re-let: should it be vacated. For larger, standalone premises; e.g, cargo:sheds, longer leases of multiples of
‘three years are used. A number of the larger property leases suchi as helicopter complexes are built on ground leases
which have a longer tern i.e. 20-25 years plus. ' '

Car rental facilitiés are aperated under cohcession agreements subject to minimum guaranteed paymenits and the amounts
are included above. Concession contracts on the public car parks have been replaced by operator management fee
‘arrangements.

Company commitments for capital expenditure o
Contracted capital expenditure commitments amount to £685k (2016: £2,135k).

19 Ultimate parent undertaking

The shares of the.Company are held by Airport Holdings NDHA Limited.

As described in the strategic report, the ownership of Airpart Holdings NDH1 Limited changed 6n 18 December-2014.
The ultimate parent entity is AGS Airports Holdings Limited. The shareholders of AGS Airports Holdings Limited are AGS
Ventures Airports. Limited (a subsidiary of Macquarie European infrastructure Fund 4 LP) (50%) and Faero UK Holding
Limited {an indirect subsidiary of Ferrovial, S.A., Spain} (50%).

The Company's results are included in the audited consolidated financial statements of AGS Airports Limited for the year
ehded 31 December 2017, which is the. parent undertaking.of the smallest group to consolidate these financial statements.

AGS-Airports Holdings Limited is the largest Group.to-consdlidate these financial statements.
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