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Introduction to BAA group

• BAA owns six UK airports

– London airports Heathrow and Stansted

– Heathrow dominates the group

– BAA also owns Edinburgh, Glasgow, 
Aberdeen and Southampton airports

• Acquired in 2006 by consortium

– Ferrovial: 55.87%

– CDPQ: 26.48%

– GIC: 17.65%

• BAA handled nearly 1 million flights 
and 104 million passengers in 2010

• London airports separately financed 
increasingly by debt capital markets
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Credit strength centred on Heathrow

• Key global hub airport

– world’s busiest international airport

– strength of London catchment area

• Passenger and airline diversity

– balance of business and leisure traffic

– >50% non-UK resident passengers

– oneworld accounts for 49% of traffic

• Frankfurt: 74% Star Alliance

• Schiphol: 65% Sky Team

• Aeroports de Paris: 57% Sky Team

• Unique traffic resilience

– operating close to full capacity

– strength in high growth long haul

– countercyclical transfer traffic
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Strategy

• Focused on developing Heathrow’s position as

– world’s busiest international airport

– Europe’s hub airport of choice

– the UK’s gateway to the world

• Support and develop Heathrow’s role as a hub by

– investing in further capacity

– upgrading surface access

– enhancing operational flexibility and resilience

– improving passenger experience and service standards

– lowering airline operating costs
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• ‘Single till’ price regulation similar to 
other UK regulated utilities

• Regulatory periods (usually 5 years) 
limit market risk

– current periods to March 2014 (following 
recent one year extension for Heathrow)

• Tariffs designed to allow recovery of 
capital investment, cost of capital and 
operating expenses

– tariffs increase at RPI + 7.5% at Heathrow 
and RPI + 1.63% at Stansted

– from 1 April 2011 reflect + 4.7% RPI

• Positive outcome to recent review of 
economic regulation

Stable regulatory environment further supports resilience

Return on 
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Revenue 
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Profiling 

Adjustment

‘Single till’ price control building blocks

Revenue requirement divided by forecast passengers to 

produce maximum allowable yield per passenger

Maximum allowable yield then adjusted using an RPI+/-X% 

formula for the remaining years of the regulatory period
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Heathrow’s traffic most resilient of major airports in Europe 

and North America in recent downturn
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Overall passenger satisfaction Q4 2009
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Source: Airport Service Quality (‘ASQ’) surveys by Airports Council International

European competitors

Overall passenger satisfaction Q4 2010 
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Overall passenger satisfaction Q4 2008 
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Overall passenger satisfaction Q4 2007
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Focus on service standards has driven passenger satisfaction 

towards top of European peer group



Transforming infrastructure will enhance competitive position

• Heathrow’s £1 billion per annum 
investment programme to 2014

– new Terminal 2

• total cost of £2.2 billion

• Star Alliance base opening in 2014

– Terminal 5C construction complete

• operational readiness trials underway

• fully operational in next few months

– significant spend on baggage systems

– by 2014

• 70% of passengers using new terminals and 
30% significantly refurbished terminals

• airline alliances operating from ‘mini hubs’

• newest major European airport infrastructure

New Terminal  2 site – January 2011

Terminal  5C – March 2011
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Award winning retail operations outperforming the market

• Primary sources of retail income

– concessions, particularly for specialist 
airside shops and tax and duty free

– direct car parking income

• Retail income part of single till

• Recent structural shift in spend

– 22% like-for-like increase in 2 years

– new leading edge retail facilities

– more intra-terminal transfer passengers

• Other recent growth drivers

– increased origin and destination traffic

– active marketing and mix management

• Business Traveller and Skytrax global 
airport retail awards
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Recent passenger traffic trends

31 March 30 June 30 Sept 31 Dec 28 Feb

2009 (m) 2010 Change
(1)

2010 2010 2010 2010 2011

By airport

Heathrow 65.9       65.7       -0.2% +1.6% -7.9% +4.4% +0.7% -1.8%

Stansted 20.0       18.6       -7.0% -4.7% -10.1% -6.0% -6.8% -7.8%

Total
(1)

85.9       84.3       -1.8% +0.2% -8.4% +1.8% -0.9% -3.0%

By market served

UK 7.2         6.6         -8.1% -7.6% -18.7% +0.1% -6.6% -8.5%

Europe
(2)

43.5       42.8       -1.8% +0.3% -8.3% +2.3% -1.6% -4.1%

Long haul 35.2       35.0       -0.5% +1.7% -6.3% +1.5% +1.0% -0.8%

Total
(1)

85.9       84.3       -1.8% +0.2% -8.4% +1.8% -0.9% -3.0%

Change
(1)

 in 3 months ended

Year ended 31 December

-0.2%

-8.4%

+2.3%

1) Totals and percentage change calculated using un-rounded numbers

2) Includes North African charter traffic
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Strong 2010 financial performance given external challenges

(figures in £m) 2009 2010 Change

Turnover 1,977.6 2,074.3 4.9%

Adjusted operating costs 1,092.4 1,107.4 1.4%

Adjusted EBITDA 885.2 966.9 9.2%

Underlying Adjusted EBITDA 844.9 1,019.2 20.6%

Consolidated net debt (BAA (SP)) 8,579.0 9,921.2 15.6%

Consolidated net debt (BAA (SH)) 10,143.4 10,401.1 2.5%

RAB (Regulatory Asset Base) 11,730.5 12,776.0 8.9%

+20.6%

+1.4%

+4.9%

+15.6%

+8.9%

+9.2%

+2.5%
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2010 was a good year for European airports despite external 

challenges with further growth forecast for 2011

• In 2010, European airports generally 
performed well relative to forecasts

– despite significant external disruptions –
particularly volcanic ash and weather

– Heathrow had additional impact of British 
Airways strikes and severity of weather

– long haul traffic drove growth at Schiphol, 
ADP, Frankfurt and Zurich

– European traffic drove Heathrow growth

• 2011 traffic forecasts further growth

– reversal of 2010 disruptions

– continued economic recovery
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2011 financial outlook for BAA’s London airports

• 2011 revenue growth forecast at approximately 10%

• Increased operating costs reflecting one-off projects, inflation and 
new infrastructure becoming operational

• Adjusted EBITDA growth forecast at approximately 15%

• Gearing forecast to decline about 2 percentage points

– RAB increasing by over £1 billion

– nominal net debt increasing by over £600 million
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Significant progress towards long term funding platform

• Approximately £2 billion in new financings implemented in 2010

– £625 million Class B loan

– £400 million Class B bond

– €500 million Class A bond

– £175 million subordinated loan

– £325 million subordinated bond

• BAA named IFR ‘Corporate Issuer of the Year’ for 2010

• Continue transition to long term funding platform in 2011

– refinance 2012 maturities in the debt capital markets

– refresh undrawn balance of revolving credit facility

– access markets in range of currencies
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Investment opportunities at three levels in capital structure

BAA (SH) plc

BAA (DSH) Limited

BAA Limited

Intermediate 
companies

Heathrow Airport Limited and 
other subsidiaries

BAA (SP) Limited

Debt figures are as at 31 December 2010Summarised corporate structure

Class A bank debt: £2,828m mainly due by 2013

Class B bank debt: £728m due by 2014

Debt financing of BAA (SP) Limited and subsidiaries

Bond and bank debt split into Class A (rated A-)/Class B (rated BBB) tranches

Class A bonds: £5,880m across multiple issues due between 2012 and 2039 

(current spreads of 175-180 bps over gilts on long dated sterling tranches)

Class B bonds: £400m due 2018 with current spread of 275 bps over gilts

Debt financing at BAA (SH) plc (rated BB+/Ba3)

£325m bond due 2017 with current spread of 450 bps over gilts

£175m 5 year loan completed in 2010
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A closer look at the BAA (SH) bond issue

• Debt service (both interest and principal) can be funded through 
distributions from BAA (SP)

• BAA (SP) prevented from agreeing tighter distribution restrictions

• £400 million liquidity buffer for BAA (SH) creditors

– distribution lock-up at BAA (SH) when BAA (SP) gearing exceeds 82% 
compared to lock-up at BAA (SP) when gearing exceeds 85%

• Nearly £1 billion current headroom to BAA (SP) gearing lock-up

• Pledge over BAA (SP) shares

• BAA (SH)’s previous £1.6 billion debt comfortably serviced 
through worst downturn since dawn of civil aviation industry

• Expanding asset class with subsequent issues by Anglian Water 
and Thames Water holding companies
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Any questions?



•This material contains certain tables and other statistical analyses (the “Statistical Information”) which have been prepared in
reliance on publicly available information and may be subject to rounding. Numerous assumptions were used in preparing the 
Statistical Information, which may or may not be reflected herein. Actual events may differ from those assumed and changes to
any assumptions may have a material impact on the position or results shown by the Statistical Information. As such, no 
assurance can be given as to the Statistical Information’s accuracy, appropriateness or completeness in any particular context; 
nor as to whether the Statistical Information and/or the assumptions upon which it is based reflect present market conditions or
future market performance. The Statistical Information should not be construed as either projections or predictions nor should 
any information herein be relied upon as legal, tax, financial or accounting advice. BAA does not make any representation or 
warranty as to the accuracy or completeness of the Statistical Information. 

•These materials contain statements that are not purely historical in nature, but are “forward-looking statements”. These include, 
among other things, projections, forecasts, estimates of income, yield and return, and future performance targets. These 
forward-looking statements are based upon certain assumptions, not all of which are stated. Future events are difficult to predict 
and are beyond BAA’s control. Actual future events may differ from those assumed. All forward-looking statements are based on 
information available on the date hereof and neither BAA nor any of its affiliates or advisers assumes any duty to update any
forward-looking statements. Accordingly, there can be no assurance that estimated returns or projections will be realised, that 
forward-looking statements will materialise or that actual returns or results will not be materially lower that those presented.

•This material should not be construed as an offer or solicitation to buy or sell any securities, or any interest in any securities, 
and nothing herein should be construed as a recommendation or advice to invest in any securities.

•This document may have been sent to you in electronic form. You are reminded that documents transmitted via this medium 
may be altered or changed during the process of electronic transmission and consequently neither BAA nor any person who 
controls it (nor any director, officer, employee not agent of it or affiliate or adviser of such person) accepts any liability or 
responsibility whatsoever in respect of the difference between the document sent to you in electronic format and the hard copy 
version available to you upon request from BAA.

•Any reference to “BAA” will include any of its affiliated associated companies and their respective directors, representatives or 
employees and/or any persons connected with them.  

Disclaimer




