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Southampton International Airport Limited

Strategic report

Southamptan International Airport Limited (the "Company”)-is the owner and operator of Southampton Airport and forms
part of the AGS Airports- Holdings Limited Group (the “Group"}.

This strategic report is. presented under two.sections:

Management review — overview of the. year ended 31 December 2019; along with the key factors llkely to impact the

Company in 2020. .
Internal.controls and risk-management— outline of the. Coinpany’sinternal cantrols, dpproach-to risk management and

highlights of the key business risks.identified by the Group Executive Committee.

Management review
Review of business and future developnients
Key events occuriing during the year and developments since the beginning of 2020 are detajled below.,

COVID-19 and Flybe Administration
Since the year end two significant events have impacted the. current year operations of the -Group. Firstly, an 5. March

2020 Flybe entered’ administration, and secondly there has been the impact of the.ongoing spread of the Goronavirus
(COVID 19). pandemrc

The strict-travel festrictions put-in place by.govémments ifi response to the.Caronayirus {COVID-19) pandemic have
‘resultéd in a widespread grounding of flights. During March 2020 airlines completed {heir repatnatron flights and currently
there are only 2 limited number of services from Sauthampton Airport felating to lifeline services to the Channél Islands. |

Paramount in these- unprecedented times, is our duty of care to the ‘Companyfs‘ staff, business’ partners and airport
passengers. Measures have -included i'n_troduc‘ing -temporary operating restrictions to- reduce the number of people.
travelling to work:and social distancing-by keeping staffing in Southampton Airportto a minimum.

The directors have instituied medsures:to preserve cdsh and secure additional finarice, but there remaing uncertainty over
the Company’s future trading resufts and cashfiows. Measurés have included an organisational restructure at Southampton
Airport, employee furloughs under the Government's Coroniavirus Job Retention Scheme, temporary pay cuts and bonus:
pay-aut cessation for all staff, options:for unpaid leave and reduced hours. Additionally; the-Company is negotiating with.
suppligrs, the local council and tax authorities to reduce or defer costs and the Company has repricritised its caprtal

investment program.

Gomg forward when the travel restrictions are lifted, the Company will work-with Goverament-agencies to ensuie.that the
Company can provide a safe environmient.to-travel; this could involve ‘addition requrrements Around passenger testrng for
Coronavirus {COVID-19), social-distancing and stririgent cleanliness. requrrements at Southampton Airport.

Priorto- admmlsh'atxon, Flybe constituted 85% ofthe Company’s aiffine traffic. The Comipany had initial success. backf lling
Flybe's routes following, Flybe's admrnrstratlon -anhouncement; this |nc|uded Loganair and Eastem Airways taking over:3:
.and 2 foutes respectively. The Company continues to work with other aiflines to establish further backfill arrangements,:
however, progress had been.disrupted by the Coronavrrus {COVID-19) restrictions, -Additionally, work continues-on the
proposed runway ‘extension that will enhance the passenger ﬂlght offenngs from Southampton Airport.

Passenger numbers in January and February 2020 were in line with expectatron however following the Flybe Bankruptcy
it March and the impacét of COVID-19; passenger numbers fefl 99% against last year, during April and May’ 2020
respectivély. Passenger nuiribers for the five months to May 2020 are therefore down by 66% on last year at0.2m varsus
0.7m. Passenger numbers forthe fult year are expected to.be.down on tast year..
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Southampton International Airport Limited

Strategic report (continued)

Passengsr traffic
In the year ended 31 December 2019, passenger traffic decréased by 10.4% fo- 1.79million (2018: 2.00millich). The

performanoe refiects a 4.1% decrease in. domes!(ct:afﬁc and.a 20.2% decrease.in intemational traffic,

Financial overview

Year ended Year.ended
‘31 Decémber 2019. 31 December 2018
: £000 £000

Turhover. 27,750 30,422
Adjusted operating costs! {20,079) (19,734)
_Adjusted EBITDA? : . 7,671 10,688
Non-recurring items 248 -

Depréciation (2;399) (2,285)
Total operating costs {22,220) (22,019)
Fair value (loss}lgaln on mvestment properties. - (9,905) 3135
Operating (loss)/ profit 4,385) 11,538
Interest recejvable and similar charges ) . 2,420 2,749
Interest payable and similar charges : .(635) {605)
{Loss)! profit before tax {2,600) 13,682
Taxatioh 253 (2,292)
(Loss) profit for the year (2,347) 11,380

' Adjusted operating costs are stated before depreciation and’ fnon-recurring items,
Z -Adjusted EBITDA Is eamings béfore {nterest tax, depreciailon, amoriisation, certain re-meksurements (page-20) and nori-récutring items.

For the year ended -31 December '2019; turnover decreased by 8.8% to £27,750k (2018: £30,422k) mainly. due o
"decreased passengers.

Forthe year ehded 31 December 2019, adjusted operating costs incréased by 1.7% to £20,079k (2018:.£19,734k) mamly
due to:an increase in maintenance costs,

Adjusted EBITDA in the year ended 31 December 2019 decreased by 2B.2% to £7.671k (2018: £10,688k).. Adjusted
EBITDA lncludes certain non-reciirring costs; which are. nof considered. material or requiring separate presentation.

Non- -racurring items :
Non-reéurring items-recognised in the profit and foss -account refate fo:
- costs associated with the closure of AGS: Airports Limitéd's defined benefit pension schieme to- futiire accnial

£204k; and
- pastiservice credit assotiated with the closure-of the defined bénefit pension scheme of £452k.

Fair.value movements on investment properties.

Investmient.properties were. valued at fair value. by CBRE Limited, Chartered Survejors. Investment propertnes comprise
mainly car parks and airside assets, The investment property valuahon as .at 31 December 2019 resulted in a loss-of
£9,905k (2018 gain of £3;135k).

Dividend
No-dividend was paid-or declared. in the year ended 31-Decernber 2019 (2018: £26,361k).
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Southampton International Airport Limited

Strategic report (continued)

Pension scheme

‘At 31 December 2019, AGS Airports Limited's defined benefit’ pension-scherne had a surplus of £1,814k (2018; £2,336k
surplus):as measured under IAS 19’ Employee Benefits (“IAS 19°). The:Company’s.share of this surplus amounts to £311k
(2018:.£402k). The AGS' Alrports Limited's defined benefit pension scheme was closed to-future accrual with effect:from
30 June 2019, :Following the closure:- of the schemie to future dccrual, the meémbers of thé schefiie ‘were entitiad to
participate in the Group's defi ned contnbutlon pension plan. .

lnvesfment- in-airport facilities ) B ] o o ]
During the year ended.31 December.2019;. Sotithampton Airport invested £5,9million (2018;-£3.6million).

Major capital irivestment for2019 mcluded airfield asset replacement:projects which. included-purchase of a primary radar
and resurfacing works, hald baggage screening x-fays; arid provision of fixad electrical ground power system.

Servnce standards
The. Company continugs to focus on delivering consistently high service standards, a key strategic pnonty

Departure punctuality (as measured by the proportion of aircraft departing thhln 15 minutes of scheduie) was.80,3% (2048; -
79. 9%)

Southampton Airport participates in the-Airport Council International’s Airpoit Sérvice.Quélity benchmarking survey. which
includes -over 80 European airports and hundreds worldwide. The average: Airport Service Quality (ASQ) passenger
satisfaction score in 2019 fecorded 4,16 out of a maximum-score of 5 (2018: 4,17).

Going concern

The financial statemerits are prepared on a going concern basis, notwnthslandmg that the directors consider that thé:current
economic ouﬂook presents significant challénges in terins of lhe recovery of passenger | numbers ang thus revenue.as a
résult of the Coronavirus (COVID-18) pandemic-and the’ administration of Fiybe,

The directors have institutéd different medsures to preserve cash and secure'additional finance. Measures have iriclided
an organjsational restructure at Southampton Airport; employee furloughs under the Government's Coronavirus. Job
Retention Scheme, temporary pay: ‘cuts- and borius pay-ouit cessation for all staff, options for unpaid leave and reduced
hours.. Addmonally, the Company hds negotigted with suppliers,.local councils and tax authorities 46 reduce or: defer costs.
-and the Group has, reprioritised-its- capifal investment program,

The Company finances its activities through funds generated from operations and has. access to inter-group funding (within
‘the AGS Alrports Holdlngs Group) and -external debt facﬂltles The. facilities .are due for renewal in 2022 and include .
covenanis, -a breach of which wouid fesult in-ihe amouints drawn becoming payable on demand The Group has_-
successfully negotiated with-its lenders to-waive these covenarits, dug to.the cuitent situatiori, at both 30 June 2020 and-
31 December 2020. Additionally; on 16 March and 18 March 2020'the. Group secured further funding of £40m-and £28m

under-its. working capital and capital expenditure facilities respectively, This therefore leaves the Group with-an unused’
capital expenditure facility of £36m.

The directors have prepared base cashflow forecasts for the remainder of 2020 and througf to' June 2021, which assumés
a phased passenger recovery when the-travel restrictions are eased, antzcrpated towards the beginning of the seécond-half
of 2020, Those. forecasts Indlcaie that the Group can continue to operate-for at teast the next 12 months from the date. of
approval of thése financial statements, however management hlghllght threé material uncerlamues.

These are:
1. Forecast uncertainty around timing of lockdown ending, pace of recovery, and ulfimately ‘uncertainty to what

passenger fumbers, will returh to compared to historic levels

2.. Under a reasonable downsnde scenario the Group will require addmonal funding from the-dptions available. to
management of which'an example is the support schemes put in place by the government as a response fo the
pandemic

3. Ab|hty to eithier comply with or obtain a waiver in respect to the June 2021 lending covenants currently in place
The waiver secuted for Decembér 2020 has condmons attached to-it and managenient are:reasonably confident

that these will be satisfied.

The outlook for 2021 continues to be uncertain and highly dependent on the scale and pace of the recovery'in-trading in
2020. The group hasa funher covenarittest atJuné 2021 arid has several optlons around addressing covenant compliance
urider a scenaric where tradjng continuesto bé impacted by the effects of COVID-18 oi the aviation sector. These include
further operating cost initiatives and, if required, .negotiating a further waiver for this -period from the Group's lenders,.ona
similar-basis.to those secured for 2020.
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Southampton International Airport Limited

‘Strategic report {cortinuéd)

Going concern (continued)

The directors have aiso.prépared a downside scenario forecast, which considers the impact of & possible dowrnside’relating
‘to the fiming and volume.of passenger demand, and how this would impact.on the- Company’s revenue and-costs going
forward, The directors have considered several. options which are available to them to mitigate the impact of the downside -
-seenaria should it arise: These include securing finance under the available: Bank of Erigland Coronavirus Schemes. if
‘available. Although possuble, the downside scenario is not currenitly considered | likely,-however, it is d)fﬁcult to predict the
overall outcome and impatt.of the Coronavirus at this stage.

The-directors beliéve that the Company s well placed to mandge its business risks. successfully :despite the cument
uncertain econamic outiook. The Group's forecasts and projections, taking account .of reasonably possxble changes in
trading perfonmance, show that the Group should be able fo operate within the level of its d@vailable llquiidity @nd other
options. avaitable o it-in respect of additional fundmg such. as the support .schemes’which the govemment has made
available-to. companies in light of ‘the Cavid-18 pandemic. Accordingly, they continue to adopt the gomg concern-basis in
preparing the annual réport and financial statements, however, the matters described-above result in the existence of &
‘material uncertainty which may cast significant doubt over the Company’s ability to continue-as-a going concem and
thetéfore the Company may be unable to realise its.assetsand discharge its ffabilities inthe normal course of business.

taternal controls and risk.-management
Internalcontrot and risk management is the responsibility of the Directors, The Executive. Commiittee, Board and Audit and
Risk. Committee ('ARC') referred to below relate to the' Executive Committee, Board and ARC of AGS Alrport Haldings

Group

Internal controls:

The directors are responsiblé for the system of internal controls designed fo mitigate- the risks faced by the Company and

for reviewing the effectiveness of the system. This is implemented by: applying-the Group internal control procedures,

supported by a Code of Professional Conduct Policy, appropnate segregation of duties conitrals, organisational design and
documented procedures These intérnal controls and procésses are de5|gned to manage rather than eliminate:the risk of
failure to achieve business objectives and can.only provide reasonablé; and not absolute; assurance ‘against matesial

misstatements or loss.

The key features of the Company's internal control and risk management systems In relation to the financial reparting
procass include:
= a Company-wide:comprehensive system of financial reportmg and financial planning and.analysis;
‘documented: procedures:and policies;
defined and documented levels of delegated:financial-authority;
an arganisational structure W|th clearly defined-and delegated authority-thresholds and segregation of duities;
a farmal risk management process thatincludes the idertification of financial risks;
detailed reviews by the Executivé Gommittee and the Board ‘of monthly management accounts measuring actual
perfomance against both budgets and forecasts on key metrics;
= the-ARCreview of finangial results press reieases and key intefim and arnual financial statements, before submiissior’
to'the Board; scrutinising-amongst other items;
o comphance with accounting, legal, regula{my afd lending requlrements
o critical accounting pelicies and the goihg coricem assumption; and
° 5|gn|ﬁcant areas of judgement;
»  independent review.of controls:by-the itérmal-audit furiction; and
a confidential whistleblowing process:.

In addition, theé ARC:
considers the appointment of the external auditor, making appropnate recommendations to the-Board, and assesses
the independence of the external auditor;
ensures that the provision of nori-audit.services does-not impair the externalauditor's independence or objectivity:
discusses with-the exteinal auditor, before the audit commences, the nature and the scope- of the audit and reviews
the auditor's quallty coritrol procedures and ‘steps taken by the auditor to respornd to ¢hanges in régulatory and othes
requ:rements

= feviews external auditor management letters and respanses from management;.

»  has'a standing.agenda to meet privately with the:external auditor indep&ndent of the executive directdrs; .and

= reviewed the scope, operations and reports: of the Gompany’s [nternal Audit function on the effechveness of systems
for internal financial control, financial reporting and risk mahagement,

Principal risks and uncertdinties. and: risk management

The-Company's risk management process is used to facilitate the identification, evaluation and.effective. mianagement: of
the' threats fo the achievemerit of the Companys purpose, vision, cbjectives, goals and strategies. The vision of risk
managementis to embed the awareness .of risk.at all levels of the organisation, in such away that day-to-day activities
.are manéged effecbvely and all significant business. decisions are risk-informed.
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Southampton Intetnational Airport Limited

Strategic report (continued)
Principal risks and uncertainties and risk-mianagement (continued)

Risk.is.locally overseen by the Company's Leadership Governance Group (‘LGG”) which meets on a monfhly basis; and
is chaired by the Company’s Managing Director-and consists of the Airport’s departmental heads:

Trie.risk management process is evidenced in risk registers which -are used as the basis for regular review of fisks and
their management, upto AGS Auports Hotdings Limited Board level, The risk-registers. are, also, used to inform-décisions
relatmg {o. the ‘procurement’ of insurancé cover. The. risk -managemefit process also supports-dlear accountabilities,.
processes and reporting-formats: that deliver-efficient and effective managerment dssurance tothe Board-to ensure statutory
compliance whilst supporting busmess units o successfu[ly manage their operations,

The operation of the risk management process, mcludmg the individuat risk registers, is subject-to- penodlc review though
the use: of.Internal Standards. The: Cornpany is currently certificated to I1SOs 14001 55001 and OHSAS 18001 The
primary responsibility: is to provide independent assurance that the controls put in place by management to mitigate risks
are working effectively.

Assur_anoe is provided through the management reporting processes and reports {o the Group Executive Committee.
The,brincipal;corporate and reputational risks as identified by the Executive. Committee are:

Safety risks
Health and safety is a.core value of the business and the Company actively promotes the role of safety Ieadershlp in

creatlng a safety culture-that is Intolerarit of accidents-and incidents.

The.Company's ‘Safety Management System incitdes. risk assessment processes for all activitles, entalmg s:gmﬁcant risk’
and proportionate control measurés: employed to safeguard evenyone impacted by the, Company’s business. The Company
also operates robust asset management processes to ensure property and equipment remains safe. Southampton Airport:
is certificated to the asset-management: standard, ISO 55001.

.Governance, led by the LGG, and-assurance pracesses.are used to ensure the aforementioned remain effsctive and-to
‘encourage.continuous impravement.

Security risks

vSecunty risks--are regarded as crilical risks to manage. The Company miitigates: these risks by adopting-and enforcing
rigorous. palicies and-procedures suppoﬂed by proksszonal training and by investment in leadmg—edge security’ techrlology
The Company works: closely with government agencies, including the police and the UK Border Force through a statutory
framework to éstablish joint accountabilities- for airport security’ and shared ownership of risk, thus -ensuring, security
rheasures remain both flexible. and proportionate to the prevailing threat envirdnment.

Regulatory-en wronment légal and other reputational risks

Civil Aviation Aufhonty (‘CAA), Department for Transport ( "DfT?),.European Aviation Sa fety Agericy (’EASA ) regulations.

The Company s operatlons are curiently Subject to régulation by the'CAA, DfT and EASA. The CAA is concerned-with air.

'safety, economic and airspace. regulation, ‘consurner protecllon and-environimental résearch and consultancy The CAA

also advises the government on aviation issues and ensure that consumerlnterests are represented. The DfT oversegs .
aviatiof security-palicy; whilst EASA séts the common Standards for European airportsin the field of: aviation and airport
safety. Consequently, the.Company is exposed to the risk of changes in day to day operations resuiting-from_regulatory
guidelines issued by the EASA and/or the CAA-and mitigates this as faras possible. The airport is represerited.by dedicated

AGS Airporis Group staff that ensures full ¢ompliarice with regulatory requiremerits, établish a sound relationship with the

regulator and advise the Executive Committee and Board on regulatary matters.

Competitior fules

The penalties for failing to. comply with the 1998 Competition Act and relevant EU law are recoghised as risks'to fanage

within the Company, given its. posntlon in certain markets, Clear pelicy dlrectlon which includes compulsory awareness

traifiing arid tlose support from the internal legal department, reducés.thé risk of the Company breachlng these regulations,

Eavitonmental risks

Environmental risk is-comprehersively managed by the Group-as it has thé potential to impact negatively upon the AGS
Airports Group's réputation and jedpardise the- airports' ficences to operate-and oppoertunities for growth, Southampton
Airport has implemented .a -Managing Respon5|bly System gertificated to the (SO 14001 environmental managemient
standard. The-Company has produced a Carbon Management Plan and has set an.ambitious targetto become carbon
neutral by 2030.-and" achieve Net Zero by 2050. The Corpany is leoking to gain the Airpart Carbon’ Accreditation-
certification from ACI Eurdpe in.2020 and is.an active member of Sustainable-Aviafion. Ali of the Group's aiports have
been assessed agamst the GRESS standard whnch is- part of their external corporate sqcial respcnslblhty verification

process

Slavery and huriian trafficking risks
The Company is'committed to ensurinig that there s no modem-day slavery or human trafficking in its Supply chains or jn
any part of its business. The Group's Sustainable 3 Ethical Procurement Policy has been updated to include anti-stavery

B
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Southampfon International Airport Limited

Strategic report-(continued)

Principal risks and uncertainties-and risk management (continued)

legislation, The Company s, suppher base has been reviewed to |dent4fy slavery and human lrafﬁcklng tisks:and
processes have been established to mitigate those risks. The Company s supplier base-is mainly UK companles and’
branches. The Company expects these entities to comply with the Modern Slavéry Act 2015 and have suutable anti-
slavery and human traffi ckmg policies and: processes in place and has updated its souicing process to énsiire suitable-

evidence of this is provided.

Commercial and financial risks

Operational disruption,
There are a number of circumstances thatcan pose short-term risks {o the-normal operations of Southampton Airport such

-as shocks ‘to theé macroeconomic: enwronment, terrotism, wars, airine bankruptmes human health scares, weather
conditions and natural disasters whosa 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 also maintains contingency plans tominimisedisruption.

whereyer posmble

Corcnavirus (COVID-19)-
The outbreak and gentinued spread of the Goronavirus (COVID-19) is Having-a direct impact on the, operations. of the:

Compahy and the aviation industry. Demand for airline: travel has reduced significantly as many countries have. enforced
travel restrictions  as:part of lockdown measures to cantrol the spread of thé Coranavirus (COVID- 19) causing airiines to
cancel ﬂlghts and lake measures to avoid financial failure:

The directors have instituted measures to preserve cash and secure additional finance; biit there remains uricértainty over
the Group s futufe trading restilts. and.cashftows. Measures hava included-an orgamsatlonal restrycture at Southampton,
emptoyee furlough’s under the Government's Coronavirus Job Retention, Scheme temporary pay cuts-and bonus pay-out-
cessation for all staff; options for unpajd leave and reduced hours. Additionally, the- Group is negotiating with" suppliers,
local cauntifs.and tax authorities to reduce or defer costs and the Group has' reprioritised jts capital investment progran.

The uncerlamty and future impact of the Coronavirus: :(COVID-19) has been considered as part of the Company’s adoption
‘of thé going concerm basis. Forfurther details on going conceimn referto’ meCompany s Accou nting Policies Going.Cencem

section on page 18:to 19.

Chianges in demahd
The risk.of unanticipated long-term changes in passenger.demand for air travel could-lead to a-shortfall iri revenue and

misaligried opérational capacuty within the Company. ‘Since it-is not possible to udentlfy thé timing or period of such.an
effect, the Company carries out evaluations through a series of scenario planning exércises.

Airline copsolidation
ngheroxr prices.and lower fares have resulted | in'EU airlinefailurés and ofhier-dirlines to seek buyers arrefinancing: ‘Other

airlines have also cut or closed: bases in response to overcapamty in the European market.. Similar to.demand changes, it
is not possible fo |dem|fy the tlmlng ar period of such.ai effect and so-the Group reviéws this Tisk as part of its scénario

planning exercises.

Indistrial rolations®

The: risk of industrial action by key staff that.affects critical serviges, curtails operations_and has an adverse: fi nancial'and-
reputational impact on the Company is recagnlsed The. Company has & range of formal national and local oonsultatwe
bodigs to dlscuss pay, employment conditions and business issues with the Trade Unions. The Cormpany could also be
exposed in the short-tem {o the effect of indusiial action. involving other key: stakeholders in the aviation sector: such as
airlines; air traffic controllers, baggage handlers and Border Force:

UK withdrawal from the EU

While the delays in reaching an-exit agreement had the.effect of increasing uncertainty for UK businesses, the aviation
'mdustry is well positioned as a result of the aviation agréemerits reached thus far. These agreements ensure that in a-no
deal stenarlo, ‘airlines will be able to continue- to- fly between the EU andthe UK, Thée Group therefore ‘anticipates that
theré will be minimal impact on flights if the. UK departs the-EU without a deal on- -31. December 2020.

Treasury

The Company's financial fisk management objectlves are aligned with its- ultimate parent company, AGS Airgorts Holdirigs.
Limited, which is_the parent undertakmg that consolidatés these financial statements: AGS Airports Limited (the 'AGS.
Group' ) is the enttty whers extemal funds are borrowed and lent on to the Company and'the level gt 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 pruderit treasury policies and-delegates certain responsibilities includirig changes to treasury
policles, the approval of funding and the implementation of funding and Tisk: strategy to the’ AGS" Group Finance
Team. Senior management difectly control day-to-day treasury operations on a centralised basis.

7
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Southampton International Airport Limited

Strategic report (contlnued)
Principal risks and uncertainties and risk management {continued)

The treasury function is nat permltted to speculate’i in financiat instruments. lis puipose is to’ :dentlfy mitigale-and hedge.
treasury. related financial risks’ inherent in the' AGS Group's busiriess- operatlons and funding. To achiéve this, the AGS
Group.enters.into inferest rate swaps to protect against interest rate: risks.

The primary freasury related financial risks facéd by the. AGS Group-are:

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

(b) Funding and liquidity
"“The Group is financed through bank famllt:es totalhng £793million (2018; £793million) and.shareholder loans totalling
-£483million’{£180million). The Group is-cash flow positive after capital expenditure and interest on-extemal debt, As at
31 December 2018, Group cash and: cash- equivalents. were-£24milion (2018: £18miliion) and undrawn headroom
under bank crédit. facilities was £74m|I||on (2018: £86mllllon)

Covenants are standardised wherever possmle and are-monitored on an on-goinig basis with farmal testing fépoited to
the Executive Cormmitteé; ARCand the Board.

{c) Counterparly credit
‘The Group's exposure to credit related ‘losses,.in the event: of hon-performance by couriterparties to financial

instruments, is mitigated by limiling exposure to any one party-or Instrument, All outstanding receivables at-31
December 2019'i in relation to Flybe- have been recovered post year end,

The Group maintains a prudent split. of cash and cash-equivalents across market.counterparties in order to rhitigate
counterparty credit risk.. Board approved investment policies and relevarit debt facility agreements provide counterparty
invéstment limits, based on short-term and long-term credit ratlngs

Approved by:the Board and signed on its. behaif by

~——DocuSigned by:
Durdds Proiin,
<59DBOOSEZEERADD...

Derek Provan
Director

23 June 2020

Company registration number: 02431858
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Southampton International Airport Limited

Directors’ report.

'The directors present their Annuaf report and the audited financial statements for Southampton International Aiport Limited
for fhe-year ended 31 December 2019,

Principal activities’
The Company is’ the.owner and operatdr of Southampton Airport and formis part of the AGS Airports Holdings Limited
group.

Results and dwndends
“The loss after taxafion for the financial-year amounted fo £2,347k (20185 £11,380k profit}). ‘No dividends were proposed or

paid during the year (2018::£26,361k). The statutory results are set:out on page 14.

Directors
The directors who served during the year-and-to the date of this report, except as noted, are as follows:

Ignacio Aitor Garcia Bilbao (resigned 26-March 2020)
JohnBruen

-Neil Garwoad (resigned 1 June 2020)

Simon.Geere

Dérek Provan- |

Gonzalo Velasco Zabalza

lgnacio Castejon Hernandez (appointed. 26 March 2020)

Em ployment policies
The Company has defined a set of gmdmg principles to.ensure fair reciuitment-and selection.. The'Company cohtinies to
aim to recruit, rétain and develop high calibré. people -and has talent and succession -management. progranimes: for

managerial roles.

The Company is: commltted to.giving:full and fair.consideration to applicants for employment Every applicant of éniployse -
will be treated equally whatever their race, colour, nationality, ethnic or national origin; sex, marital status, sexual
orientation; refigious- belief, dxsablllty. age or community background. The: Compahjy actively eficourages a: dlverse range
of appllcants and commits to fair treatment: of all applicants. The-Company's. investment in learning and- development is
guided by senior line managers who-ensure that the: Company provides the learning opportunities to support. “the
competencies that-are seen as key to-the Company's success.

Disabled persons. have equal opportunities.when applying for vacanciss, with due regard {o their-aptitudes and abilities:

The Company‘has further procedures to ensure that disabled colleagues are fairly treated and that their training'and afeer

develcpment ‘needs are carefully managed Where employees have become disabled during the coiirse of employment
. the.Company endeavours to énsure continuing ermployment through the ‘arrangément. of appropriate tralnlng

Employee involvement .aiid consultation is managed in a number of ways including emiployee survéys, team updates
briefings, road shows and an intranét, whilé collective. consultation takes plage with the unions such.as Unite ‘and Prospect
for those employee groups where unions are recognised, Thé Company also operates frameworks for consultatron and'is,
cammitted to managing people fairly through.change.

Together these arrangements aim to-provide -a common awareness amongst employees of the financial.and economnc;
factors affecting the perfonnance of their business. Bonuses paid to empioyees reflect the financial performance of thé.
busmess 1n addition,. some senior management. partlmpate in a long-term incentive plan- which also rewards based .on’
Group-performance.

Political donations
No political- donations have been made in the year (2018: £nil),

internal controls and risk management

The Company- actively manages identified corporate, risks and has in place a system of intefnal controls' designed to
mitigate these risks. Details of the Company's intemal controls and risk management policies-can be found on pages 4 to
8 in the Internal coptrols-and risk management séction 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 Have been
discloséd in the internal coritrals and risk fanagerent section of the Strategic répoft.
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Southampton International Airport Limited

Directors’ report (continued)

Directors” indemnity
The Companys Articles of Association prowde that, subject fo the provisions of the: Companies Act 2008, .but without

prejudice to-any protection from liability which might otherwise. appiy, every dlrector of the Company shall be mdemmﬁed
out of the assets of the Corhpany against any'loss or I|ab|I|ty incurred by him in defending any. proceedings m which
juddement is igiven,in Ris-favour, or.in which he is acquitted or in connectioh with-any apphéahon in which relief is granted
1o 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 corinection with his duities or powers or office. ] p

Events after the:reporting date

Since the: year end there have been two significant non-adjusting post balance sheet events, which have impacted the
Company. Firstly, on 5 March.2020 Flybe entered adminisfration, and secondiy there has been the rmpact of the ongoing
spread:cfthe Coronavirus (CGVID-19) pandemic. Whilst it is not possible ta-assess all possible-future |mplzcat|ons for the.
Company as a result of these events, the directors have made assessments:based on a number of likely scenarios, and.
anticipate that the lmpact of Flybe s administration and COVID-19' will have & significantadverse EBITDA impact in 2020
but the Group will have ‘sufficient liquidity durmg the year.

The.directors have instituted différent measures to préserve cash and sécure additionalfinance. Measureshave.included:
an organisational restructare at Southamptoh Airport (totalling £1.2million}, em ployee furloughs urider the, Govemment's
Corenayvirus.Job Retention Scheme, temporary pay cuts-and bonus pay-out cessation for all staff, options for unpaid Ieave
and reduéed Hours: Additionally, the Group has successfully negotiated with suppllers local councils and tax authontues to
reducé ¢r defer costs and the’ Group has reprioritised its capital’ investment progiam.

-AGS Airports Hotdingds Limiited Group would breach its borrowing:-covenants at both. 30 June.2620-and 31 December 2020,
and has therefore negotiated-a waiver from.its lenders. This along with other-matters are expldined-further.in‘the.Going
Concern section of thé Companys Accounting policiés “on page 18 to 19, and: ifdicates the- existérice of a material

uncertainty.

Additionally the directars: anticipate, based on Flybe's. administration and' an estimated scenario that the virus subsides
towards the beglnning of the secend half-of 2020, that the Company’s property, plant and equipinent could potentially: be-
impaired in 2020 and there could be a reva!uatton loss recognised agalnst mvestment propertles Flybe S: admlmstrahon
will result'in the release of certain balance shéef pravisions resulting in a reveriue increase of £2.4m.

Auditor
Pursuant to the prowslons of sectlon 485 of the Gompanies Act 2006, a resoiution relating to the- reappointment of the
-auditor Defoitte LLP-will.be proposed within the period-sat outin. sectlon 485, of Deloitte LLP wili be re-appoinited. foIlowmg

the penod set out-in section 485 where no such resolution is proposed i accordaince with section.487.

‘Statement of disclosure of information to the auditor

Each of the persons who is & director at the date of approval of this Annual report conﬁrms thiat;

*  so faras the director is aware; there is no.relevant audit infarmation of which the Company’s auditor is unaware;-and

» the director has taken all the steps that'te ought to have ‘taken as. 4 diredtor in order to ‘make himself aivare 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 i accordance with the provisions of section 418, of tie Companies
Act 2006.
Approved by the Board and signed on its betialf by

DocuSigned by:
Derek: Provan.
5BOBODSE2EEB4D0...
Derek Provan
Director
23 June 2020

Company registration number; 02431858
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-Southampton International Airport Limited

Directors’ responsibilities statement

The directors are responsible for preparing the Annual. report and the fi nancnal statements in accordance with applicabie law"
and regulations.

Company law requires the. directors to prepare financial statements for each’ financial year. Under thal law the directors
have elected to prepare the fifancial statéments i in accordance with Finaricial Reporting Standard 101 Reduced Disciosure
Framework (*FRS 101"), Under company law the directors must nat approve the financial statements unless they are
satisfied thatthey glve a true and fair view of the stafe.of affairs of the Company and of the profit or loss of the Company, for
that period. In preparing.these financial statements, the directors-are required to:

select'suitablg accolinting paliciés and then apply them consistently;

‘make judgments and accounting estlmates that are réasonable and prudent,

state whether applicable. UK Accounting Standards ‘including FRS 101, have been followed; and’

prepare the: financial statements an the going concern basis unless it is inappropriate 1o presume that the
company will continue in busiress.

"The directors-are‘ reésponsible for keeping adegquate accéunting records that are sufﬁcrentto show and explain the Company's
transactions and disclose with reasonable accuracy at any time:the:financial paosition of the: Company and enable them to
ensure that the financial statéments comply with the- Compames Act 2006, They are.also responsible for safeguarding the
assets of the Company -and hence. for taking reasonable stéps ‘for the'prevention ‘@nd detection of ffaud. and, cther

‘irregularities.

1




Southampton International Airport Limited
Independent auditor's report to the members of Southampton Intemational Airport Limited
Report on the audit of the financial statemeits
Opinion
In our opinion the financial-statements of Southampton thtemational Aiport Lihited (the ‘company'):
s givea true and fair view of the state of the company's affairsas at 31 December 2019 and of its loss for the.
year then ended;
e  have been properly prépared in accordance with Unitéd Kingdom Generally Accepted Accounting Practice,

including Financial Reporting Standard 101 "Reduced Disclosure Framework®; and
e havé been prepared in-accordance with the requirements of the Companies Act 2006:

We have audited the financial statements which comprise:
« the profitand Idss acéount;

the staterment of compréhensive income;.

the balance sheet;

the stateinent of changes in equity;

the-statement of accountirig policies; and

the related notes'1 to 20.

The financial fegorting framework that has been ‘applied in thejr preparation i ‘applicable lawand United Kingddm
Accounting Standards, Mcluding Financial Reporting Standard -101 “Reduced Disclosure Frameworl¢'-(Unitéd Kingdoryi
Generally-Accépted Accounting Practice),

Basis for gpinion

We conducted-our audit in accordance with International Standards on ‘Auditing (UK) (ISAs (UK))-and apphcable law. Qur
responsibilities under those standards. are-further- described in the auditor's responsibilities for the: audit of the. findncial
statements section:of our report,

We are lndependent of the company in accordance with the ethical reqiuirements that dre relevant to our audit ‘of<the.
ﬁnanmal statements in the UK including the Financial Reporiing Council's (the 'FRC’s") Ethjcal Standard, and. we have
fulfilled our other-ethical responsibilities in accordance with. these requnremems We believe that the audit ev:dence we-
have obtained-is sufficient-and appropiiate to provide a basis.for our-opinion.

Material uncertainty rélated to going concern

The Company finances.its: activities through funds generated from .operations and has access to inter groupfundmg lhroughA
its parent company; AGS Airports” Holdings, lelted We draw attention to. the: accounting policy hote.in the: ﬁnanmal
statements, which indicates that as.a resuilt of COVID 19 there is forecasting uncertainty in retation to- the, nature and: extent
of travel restrictions for both the. airports:and the source markets-the grotip flies to, the tength-of lock-down, the.passenger-
number recovery rate and the leve! to-which they wilt rise, " uncertainty ini relation to the, ability of the- company’s parent.fo
secure additional funding in its-downside scenario forecast and uncertainty over the: ‘ability-of company’s parent to abtain:
a waiver for any poténtial breach of the June 2621 bankmg covenants. As:stated in the accountmg policy note, these events
_of condifions, alonig.with the other matters-as set forth in the accounting. policy note in‘the fihancial stateménts; indicaté
that-a material uncenamty exists that may cast significant doubt on the company's ability to continue as a going concern.
Our opinion s riot modified in respect of this matter:

Other information

The.directors are responsible for the other iriformation. The other information compnses the information. includedin the.
annual report, other than the financial statements and our-auditor's reportthereon. Our: oplmon on the financial statements:
ddes not caver the other- lnfon'natron and, except tb the ‘extent otherwise explicitly stated in our report we do-not express
any form of assurance conciusion thereon.

In cofineéction with our audit of the financial Statements,.our responsibility is to read the other information and, in doing:so,
cansider whether the other mformaﬂon is-materially inconsistent with the financial 'statements or our knowledge obtdined
in the audit of otherwisé appears to-be materially misstated. Ifwe identify suchmaterial irconsistericiés or apparent maferial
‘misstatements, we are required to. determine whether there is a-material misstatement: in' the. financisl statements. ér 2
material mlsstatement of the other mformatlon If, based on, the, work wé have perforied, we conclude that there is a
‘material misstatément of this other information, we:are requlred 10 report that:fact.

We have hothing to report in-respect of these matters.

Responsibilities of directors

As explamed more fully in the directors' respansibilities. statement, the directors are responsible forthe preparation ofthe
ﬁnancual statements and forbeing satisfied that they give a true and fair view, and-for such intemal control as the:directors
detemiine is necessary to enable the preparation of financial statements that are frée from material misstatement, whether

due'to fraud orerror.
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Southampton International Airport Liimited
Independent auditor's: repott to the members of Southampton Internationat Ajrport Limited

I preparing the financial statements, the dirsctors are responsmle for assessing the company’s ability to. continue as-a
going cancern, disclosing, as.applicable, matters related to.going.concern and using theé-going concern basis of ‘accounting
inless the directors either intend to liquidate the company or to cease operations, or have no realistic alternative-but to do
80.

Auditor’s respons;bll'tles for the audit-of the financial statements

Our objectives are to obtain.reasonable assurance aboutwhetherthe ﬁnanctat statemenfs.asa whole:are: free from matenal_

misstatement, whether due to fraud or error, and 16 issue.-an auditor's report that inclides our opinion. Reasonable:

assurance is, a. high level of-assurance, but is not-a guarantee that an audit.conducted in accordance. with ISAS u K) will
' . always detéct a matenal misstatement when it exists. Misstaternents can arise from fraud or error-and are considered

material if, individually 6r in the aggregate they could reasonably be expected to-influence the economic detisions of usérs

taken on the basis of these financial statements,

A further descriptlon of our responsibilities for the .audit of the: ﬁnanclal statements is logated on.the-FRC's website at:.
www.frc.orq. uklauditorsresgonsmlht;e This desc{iption forms part of our- audﬂon’s report..

Report on other legal and regulatory requirements

Opinions on-other matters prescribed by the Companies.Act 2006
In our opinjon, based an the'work undertaken in the course of the audit:
«  thé information given in the strategic report and the directors’ report for the financial year for which the financial
statements are prepared is consistentwith the financial, statements;-and
s the strategxc report and the d:rectors report have been prepared in‘accordance:with applicable legal
réquirernenits.

In-tHe- fight of .the knowledge.and understanding of the company and its environment. obtainad in the course of the audlt
we have not identified any material misstdtements in the strategic report or the ‘directors” report

Matters on which we are required to repart.by exception
Under theCompanies.Act 2006 we-are required to report in.respect of the following matters if, in ouropinion::
= adeguate accounting.records, have, not been kept, or returns adequate for-our-audit have, not been rsceived: from
branches not visited: by us; or
» the finaricial statements are fiot in-agreement with the aocountmg réconds-and retums; or
» certain.disciosures of directors’ remungration specified by Jaw are not made; or
» we have not recejved.all the information and explanations ws require for our audit.

We have nothing to report in tespect of these matters.

Usé.of our report 5
This reportis:made solely {o the company' 's members, as a body. in accordance with Chapter 3 of Part 16.0f the Companies
Act 2006. Our.audit work has been undertaken so that we might state to the company's members those matiers we are

required to-state to-them in-an-aiditor's report and for ho othér purpose. To-the fullest extent permltted by law, Wwe do- not

accept or-assume responsibility. to-anyone other than the company and-the. company’s- members as’'a body, forour audlt

work, for, this report. or for the. opinions we-haveformed. .

M storiy FRAehagd FEA

Alistair Pr:tchard' FCA {Senior statutory auditor) :
For and on behalf of Deloitte LLP N
Statutory Auditor i
Glasgow, UK H
24 June 2020
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Southampton International Airport Limited

Profit and loss account for the year ended 31 December 2019

Year énded 31 Deceniber.2019 Year ended 31 Deceémber 2018
Beforé certairi re- Certain re- Before.certain re- Certain're-
measurainants measureients! Total  measuremens, measurements Total
Note £000 -£000 :£000 £000 £000 £000°
Turnover 1 27,750 - 27,750 30,422. - 30,422
Operaling costs 23 ) ) ) L B
Récuring. (22,478) - (22,478) (22,019 - (22,019
Non-recurring - 248 - -248. - i -
Total operating costs (22,230) - (22,230) (22.019) - {22.019),
Fair value {losé)/gain on ) . . .
..investment properties 7 - (9,905) (9,905) - 3,135 3,135 .
Operating profiti{loss) 5,520 (9,305) (4,385) 8,403, 3,935 11,538
Analysed as:
Operating profit before non- . . .
recurring items- 5272 (9,805) (4,633) 8,403 3,135 11,538
Nan-recuming.items: 3 . 248 -~ 248 - - -
Flinancing ]
Interest receivablé and similar B y .
Incortie- , 4 2,420 - 2420 2,749 - 2,748
Interest payable and similar
charges 4 . (835) - (635) (605) - (605)
Profit{loss) before tax . 7,305 (9,905) (2;600) 10,547 3135 13,662
Taxation (charga)/credit. 5 {1,192) 1,445 253 (1,827) (465)  (2.292)
Profiti(lnss) for the year 16 6,133 (8.460) (2,347) 8720 2670 11390

The notes on pages 18 to 35-form an integral part of these.financial statements.
1 Certain re-measurements defined.on-page 20
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Southampton International Airport Limited

Statement of compreliensive-income for the year ended 31 December 2019.

"Yéar eéndedt . Year.ended
31 December 2019 31 December.2018
Note' £000 £000
(Loss)/profit for the year. 16 {2,347) 11,390
Other comprehensive income/(loss) .
Items that will not be reclassified subsequently to profit or loss '
Return on pension plan assets excluding'interest income 17 2,179 : 3,952
-Actuarial movements.on defined.benefit pension plan 17 (2,298) {2,998).
Deferied fax on defined benefit pensions 12. 20 (162)
Other.comprehensijve (loss)/income for the year net of
tax {99) : 792
Total comiprehensive (loss)lincome for the year (2,446) 12,182

The nofes on pages 18 to 35 form an integral part of these financial statements.
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Southampton International Airport Limited

Statement of financial position as at 31 Deceinber 2019

31 December 2019

31 Deceiriber-2018

-Note £000 £000
Assets ’
leed assets
Property, plant and équipment 6 38,390 34,950
Investment properties: 7 68,857 ‘68,720
Pension asset 17 759 402
98,006 104,072
Current assets
Stocks . 8 132 123
. Debtors —due within one year 9 24,767 22,010
. 24,899 22,133
Total assets. 122,805 126,205 .
Liabilities
Craditors:-Amounts falling due after-
more than one year
Deferred tax liabilities 12 12,186 13,650
12,186 13,650
Creditors: Amounts falling due within
oneyear .
-Bank-overdraft- 10 3 -
Borrowings 11 o 125 2,225
Trade and other payables 13 15,187 12,480
15;315 14,705
Net current.assets 9,584 7.,428.
Total assets less current liabilities 107,590 111;500
Total liabllities 27,501 28,355
Net assets 95,404 97.850
EQUITY
Capital and reserves . . n
Callled up share capital 14 40,000 40,000
Revaluation reserve: 16 27,909 27,909
Profit and Joss account 18 27,495 29,941
Total shareholders’ funds 95,404 97,850

The:notes on pages 18 to 35 form an integral part of these financial statements.

The financial statements of Southampton Intemational Airport Limited (Company reg|strat|on number; 02431858) were .
approvéd by the. Board of Difectors and aitthorised for issue on 23 June 2020. Signed on behalf of the Board by:

DocuBlgned by:
@ ik Provam
SODBOGSE2EEN4DO. .

‘Derek.Provan
‘Director

23 June 2020
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Southampton International Airport Limited

Statement of changes in equity for the year ended 31 Decernber 2019

Attributable to the.owner of the Company

L Profit and
Share. Revaluation loss
capltal reserve’ account Total
£000 ‘£000 £000 £000
‘Balance at 1 January 2018 40,000 27,909 44,120 112,029
Comprehensive income: ) ] . .
Profit for e year - - 11 380 11,390
Other comprehensive income’ - - 792 __792
Total comprehensiva income - - 12,182 12,182
Transactions 'with owner: ) ) L
Dividends paid - - (26361) (26,361)
Balanceat 1 January 2013 40,000 27,909 29,941 97,850
Compreéhensiveincome: o
Loss forthesyear . - - (2.347) (2,347)
Other comprehensive loss = = (99) (99)
Total comprehensive:loss - - (2,446} -(2,448)
__Balance at 31 December 2019. 40,000 27,809 27,495 95,404

1 The revaluation reseive relates to the historic revaluation of investiment propertie’s, Current revaluations of investment properties are Inclided in‘the’
profitand léss account.

Thia notes on pages 18 to 35 formi an inte‘gra!'parf of these financial statements.
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Southampton international Airport Limited

Accounting policies for the year ended 31 December 2019

The'principal accounting polu:les apptied in the preparation of thie financial statements of Southampton International Airport
Limited arg set out below. These policies have. been apphed -consistently to all ttie years presented, tinless ctherwise

stated.

The Coimpany's filancial statéments are presented i Sterling and all values are rounded to the: nearest thousand pounds
(EO{)D) except when otherwise indicated,

Basis of preparation

Southampton Intematiorial Airport Limited is incorporated-in the United Klngdom under the Compan(es Act 2006, The
address of the registered office is given on page 1. The nature of the Company’s operations.and its: pnnz:IpaI aclivities are
set out in the strategxc feport on pages 2103, THe Company is a private company, limited by’ shares and i$ registered in

England and Wales.

The Company meets the definition'cf a qualifying entity'under FRS 100 (Financial Repofting Standard. 100) issued by the
Financial Reportlng Council.

The financial statements have therefore besn prepared in accordance with FRS 101 as issued by the. FinancialRevaﬁng
Council.

The f nancial statements. have been prepared on the historical cost basis, except. for the revaluation of investment
propéities and finangial instruments. . Historical cost is generally ‘based on, the fair value of the consmeratxon given in

exchange for the goods and services.

Fair value is the price thatwould be received to sell an asset or paid fo'transfer a liability in'an.orderly transaction between
market participants at the, measurement date, ;'egard[ess of whether. that price is directly abservable or-estimated. using
another valuation echnique. In est(matmg 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:thosg characteristics [nto account when. pricing-the
asset.orligbility at the measurement date: Fair value for measurement puiposes; in these financial statements is.determined
on such a basis; exdept forleasihg transactions. that are Within the- scope ‘of Intsémational Financial Reporting: Standard:
("IFRS®) 16 Leases ("IFRS 16", and measurements that have some similarities to fair value butare not fair valug, such-as
net. reallsabls value infAS 2 Invantories or ‘value in,use InlAS 36 lmpalrment of Assets

‘These -financial ‘statements aré separate financial statements. Detalls of the parant in ‘whose consolidated fi nancnal
statements the. Comipany.is inciuded are shown in riote. 19 to the financial statements.

.The Company has taken advantage .of certain disclosure: éxemptions in FRS-101 as ifs financial statemerits are included
‘i the ptiblicly available consalidated: financial statements: of AGS Airports Holdings Liriited. The dlsolosure exemptions
available underf {hat standard are if felation ta presentation of a cash-flow statement, standards not yet effectlve. ‘the
-réquiremients of IFRS 7 Financial Instruments Disclosures; the. requurements of. paragraphs 91-89 of IFRS. 13-Faif Value
Measurement, related party transactions :and. the requirement set out in IAS 1.38'to present comparative mformatlon in:
respéct of property plant and equipment and invéstment, properties. .

Primary financial statements format . .

A columnar-approach has been adopted in the profit-and |oss dccount and the. impact of two principal groups. of items is
shown in a separate column {‘certain re-measuremients’). This aliows the presentation of the performance of the business:
before these specific faif value gains and losses: These items are:

i fair value gains and losses on lnvestment property revaiuations and. disposals; and

[i the assoclated tax impacts. of ifem (i) above.

Goaing concern )
The financial statements aré prepared on a going concern basis notwithstanding that the directors consider that the currerit

economic outlook presents’ significant challenges in terms of the recovery of passenger fumbers and thus revenue as a
result of the. Coronavirus. (COVID- 19) pandemic and the administration of Fiybe.

The directors have instituted different meadsures to presen/e cash-and secure additional finance. Measures have inclutled
an_organisational réstructure at Southampton Airport, employeé- furloughs under the Government's Coronavirus. Job
Retentlon Scheme, temporary pay cuts-and bonus pay-out cessation for- all staff, -options for unpaid leave.and reduced
hours. Add!tlonaiiy. the Company has negotiated' with suppliers, local councils and tax authorities to reduce or defer-costs
and the Group has repricritised:its. capital-investment prograr:

The Company finances its activities through funds.generated from operations and-has access to inter group funding (within
the' AGS Airports Holdings- Group) and external debt facilities. “The facilities are due for renewal. in 2022 and include
covenanis, a breach of which would: resuit in thé amounts drawii bécoming’ payable on démand. The Group has.
successfully negotiated with its lenders to waive thése covenants, due to'the. current sntuatnon at both 30 Jurie 2020:and
‘31 December 2020. Additionally, on 16 March and 18 March 2020 the ' Group secured further funding of £10m and £28m
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Southampton International Airport Limited
Accounting policies for the.year ended 31 December:2019 {continued)

Going concern (continued)

under its’ working capital and capxtal expenditure facilities. respectively. ‘This therefare: leaves the Group with .an unused
capital expenditure facility of £36m.

The directors have prepared base cashiflow forecasts for the remainder of 2020 and'through to. June 2021, which assumes
a phased passenger recovery'when the travel restrictions are eased, ant:clpated towards the beginning: of the second half
of 2020. Those forecasts indicate that the Group can continue to opérate faor at least the next 12 months from the date. of
ap_proval of these financial statements, however management highlight.three:material uncertainties.

These.are:

1. Forecast uncertalnty around’ timing of lockdown ending, pace of recovery, and ultimately uncertainty to what:
passenger numbers will return to oompared to historic levels

2. Under.a reasonable downsxde sceriario the Group wil reqmre additional funding from the options avarIab}e fo
management of which afn example is the: support schemes pULin ‘place by the government as a response fo the
pandemic

3. Abllity to either‘comply with or obtaiiy a waiver in respect to the June 2021 lending covenants cufrently in plade.
The waiver secured for Decembier 2020 has conditions attached to it and management are-reasonably confident
that these will be satisfied.

“The-outlaok for 2021 continues to. be uncertain and highly dependent on the: scale and pace of the recovery in Vadmg in
2020. The group has a further covenant test at June'2021 and has several optlons aroind addressing covenant comphance.
under a.scenario whe're frading continues to be impacted by the effects-of COVID-19 on the aviatiori sector. These mclude.
further operating cost initiatives and, if requxred negotiating a further waiver for: this period from the Group's lenders, ona

similar basis to those securéd for'2020.

The directars have also prépared a downside scenario forecast, which.considers the' impact of a passible: downside: relating
to the-tiniing and valumé of passerigel demand, and how this wouild impact on the Compariy’s revenue ‘and costs:qoing
forward. The directors. have.considered several options which are available to-them to mitigate the impact of the downside
scenario should it arise. These include seturing financé under the available Bank of England Coronavurus Schemes if
available;, Although possible, the downside scenario is not currently considered likely, however, it is difficult:to predict the
.averall outcome. and impact of the Coronavirus at this stage.

The directors believe that the :Company is well’ placed to manage its ‘business risks suceessfully despite the current
uncertain economic outlook. The Group's forecasts and. projectnons taking account of réasonably possible changes in
trading petformance; show that the' Group should be able to opérate within'the. level of its. avaiiable liquidity and othet
options’ available to it in respect of additional funding such as the support schemss which.the government has made.
available to-companies in light of. the Covid-19 paridemic. Accardingly, they continue to adopt the gomg doneern basis in
preparing the annual report and financial statements, however, the matters described-above result in the existence ‘of a
material uncertamty wiiich ‘may cast. 5|gn|ﬁcant douht over the Companys ability to contmue as a going concem' 'nd
therefore the Campany may be-unable to realise its asseéts and discharge its liabilifigs in the normal course of blsiniess:

Adoption of new and revised IFRSs
The: following standard, amendments and interprétation, although relévant to. the' Company, have no xmpact ‘on the
Company's results:
* IFRS 16 —The Company currently has no assets held under finance leases; adoption has resulted in changgs in.
accounting policies.
= Plan Amendments, Curtailments -or Settlement — -Amendments fo IAS 19. The :amendment clarified that aﬂer a
plan evént, a company.shouid use updated-assumptions tg measure.current service costs and nét interestfor the.
‘remainder of the reporting year after the plan event; Following the clasure of the defined benefit scheme the .
‘Company has amended its assumptions to reflect the.closure; and
= |FRIC 23 Uncertainty Over Income Tax:Treatmertts.

The following amendments are riof applicable to the Compdny:
*  Prepayment Features with Negative Compensation- Améendments to [FRS 9;
= Llongterm: Interests in Associates and Joint Ventures ~ Amendments:to IAS 28; and
«  Annual Iniprovements to IFRSs — 2015-2017 Cycle. .
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Southampton International Airport Limited

Accounting policies -for the year ended 31 December.2019 (continued)

Turnover
Turnover is measured at the:fair value of the consnderatmn received or receivable and represents amounts receivable for

goods and services.provided in the normal course of business, nét of discounts, VAT and other sales-related.taxes.

Agronautical
»  Passenger charges | based on the number of departing passengers.

= Aijrcraft départure charges levied: accordmg to wéight of departing aircraft.

= Aircraft landing charges levied according to weight recogrised on landing.

= ' Aircraft parking charges based on'a combination of weight and time parked as_provided.

»  Other charges levied for passengér-and baggage operation-when these services are-rendered.
Retail’

*  Concession fees from retail and commerclal concessionaires at or around' airporis_are based upon tumover
certificates supphed by concessionaires and are recogmsed in the. period to'which they relate.

«  Car parking income. s re¢ognised at'the time of exiting the car park inaccordance with operator management fee
arrangements. Pre-booked car: parking income is recogmsed at the time of entering the car paik..

. Property and operational facilities

Property letting rentals, recognised on a:straight line basis ovér thé'term of the renta period.

Procegds from the sale oftrading. properties, recognised on the unconditional completion of the sale.

Usage charges miadefoi-operational systems (e.g. check:in desks) recognised as each service is provided.
Other invoiced salas recognlsed .on the perfoimance of the sérvice.

Other
Charges related:to passengers-with restricted mobility and various other services; récognised at the time of delivery.

Aeronaufical Rebates

‘Airline_contracts. may include short-term pricing arrangements such as discounts. or rebates. These may-iriclude volume:
re]ated discounts or rebates ‘which are based on target passenger numbers. Management wnll make judgements: at the-
year end to-determine whether the targets have been or will be met and accordmgly wilt make an accrual which resuits in

a.debit to revenue.

Grants and contributions’
On.occasion, the Company may-receive grants to provide financial |ncentwes fo improve airport infrastructure considered

{o'belin the'best interest of-the public: Grants féceived are treated as a reductiori in the cost of the related fixed assets.

Non-recurring items and certain re-measurements

On-the face of the profit and loss account, the. Company présents non-récurring items and Gertain re-measuréments separately.
Non-recurring:items and certain re-measurements are material items of income-or'expense that, ‘because of their size-or incidence,.
‘ierit separate presentation to allow an understandlng of the' Companys financiat performarice.

Re—measurements may include fair value gams and losses on mvestment property revaluations and the associated tax and non-
fecurring items. may inciude’ gaiins or losses on the disposalof businesses or assets that do not qualify as.discontinuéd operations,
mejor reorganisation of businesses, closure or mothballing-of términals and costs.incurred in bringing new airpart terminal complexes
and-airfields to operational readiness that ‘are. not able td be ca_plt,ahsed as part.of the fraject.

D’e{ails of non-recurring items. and certain Te-measurements are provided in notes:3.and 7.

Operatmg profit
Operatmg profitis stated after the fair value gain on invéstment properties but’before ﬁnancmg

Interest
Interést receivable is recognised when it is probable-that the econariiic.benefits will flow to-the Company and the amouiit

of interest gan be measured reliably. Interest: recelvabie is accrued on atime basis, by reference to the principal outstanding
and .at the effective interest rate appllcable which is the rate that: exactly dlscoun{s esttmated futuré éash receipts throiigh
the expected life of the financial asset to the asset's net camying amount on initiaj reoognltvon



DocuSlgn Envelope ID: 1E41CB84-DATE4CE4-0B63-1A8748616FB6
Southampton Internationat Airport Limited

Accounting policies for'the year-ended 31 December. 2019 (continued)

Property, plant and equipment
Operational assets
Ferminal complexes, airfi eld assels, plantand equipment and other land and buildings are stated at cost less accumulated

depreciation and.impaimment losses.

Assets in thie course of construction are stated.at cost less-provision for impairment. Assets in tlie: cqurSe of construction.
are transferred to completed agsets when substantialy all the activities. -necessary fo get the asset ready for use:are
complete and the-asset is available for use. Where appropnate cost includes finafice costs- cap|ta||sed own [abour costs
af* constructlon-related praject management and duect;y attnbutable overheads Projecis that are'in the early stages -of

the' projects Wlll be developed to achieve a successful delivery of an asset such that future commercial rétums will fiow to

the Company. The Company reviews these pro;ecm on a regular basis- to detemmine whether events-or circumstances have -
arisen. that may indicate that the carrying amourit of the asset may not be recoverable, atwhich paintthe-assetwould be

assessed for impairment.

Deprec:at:on
Depreciation is provided-on operaﬂonal assets, other than Iand and assets in the. course of construction, to-write off the

costof the assets iess estimated residual value; by equal instaiments ‘over their expected. usefuf’ lives as set out below:

Terminal complex'es Fixed asset fives
Terminal building, pier and salgllite structures .20-60 years
Terminal fixtures and fitlings , ‘ 5-20 years
Airportplant arid equipment:
Baggage systems 15'years
Screening equipment 7'years
Lifts, escalators and travelators. 20 years
Other plant'and equipment, Jncluding runway Ilghtlng and bu:ldmg plant 5-20.years
Tunnels, bridges and subways 50-100 years
Airfields
Runway surfaces 1015 years
Runiway hases. 100 years.
Taxiways and aprons 50 years.
Plant-and equipment
Motor vehicles 4-8years
Office equipment 5-1@ years.
Computer equipment 4-5 years R
Computer $oftware ) 3-7 yéars
Other farid and buildings ¢
-Freehold property: 10-50 years
Right-of-use assets Lower of useful economic life or lease period

The asset’s residual values and usefu! lives are reviewed and adjusted, if appropriate, at each reporting date.

Impairment of assets

The. Company assesses, at.each reporting date, whether there i is an indication that an asset may be impaired. If any such
indication ‘exists, or when afnual impairment testmg foi an asseét is: requlred the- ‘Company estimates the asset's’
recoverable amount; Wheére the asset does not: generate cash flows mdependent of other assets, the récoverable amolint
of the ‘cash~generating unit to which the asset belongs is estimated. Recoverable:amount is the hlgher of an-asset's: fair
valué lesscosts-of dlspcsal and its value in use. th-assessing value in use, the:estimated.future cash fiows are discountéd
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 tothe asset. Where the carrylng amount of a cash-generating; unit exceeds its recoverable. amount,

the. cash-generating unit is considered impaired and is.written down to its recoverable amount..

An assessment is made-at edch reporting date as to whether there is any indication that previously- recogmsed impairment-
losses may no longer. exist.or ymay have decreased, If such indication exists; the recoverable amount is estimated. A

prewously recognised |mpam-nent loss is reversed only if there has beén a. change in the-estimates used to determing.the,
asset's recoverable amount-since-the last lmpalrment loss, was.recognised., If that is the case, the carrying amount of the

asset is increased 1o its recoverable amount: That increased amount caninot éxceed the carrymg amaunt that would have

been determined; net of deprecnat[on had no impairment loss been recognised.-for the asset in’ prlor years. After such a

reversal, the depreciation charge is adjusted in future periods fo allocate. the asset's revised carrying amount, less any

residual value, on a stfaight line basis over its remaining useful life.
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Southampton International Airport Limited

Accounting policies for the year ended 31 Décember 2012 (continuec)

investment properties

Investment properties, which is groperty Held fo earn rentals and/or for capital -appreciation, are ‘initially measured at'cost
and. subsequeritly measured at fair value at the. reportmg ‘date; as-determined by the directors and by external valuers
every year. Gains or losses arising from. changes in the fair value of investment property are recogmsed in the’ proﬁt and
loss-account in' the period iri which they arise:

Gains or losses on disposal of an investmentproperty are. recognised in the profit:and loss account on the unconditiénal
compietion of the sale.

Capitalisation of interest

[nterest costs resultmg from-financing, property, plant and equ«pment that are in the course of cohstruction is capitalised
whilst projects are.in’ pragress. Where.assets in the course of constfuction are financed by spetific borrowmg faciliies
the interest rate relating to those: speaﬁc borrowing facilities is used to calculate the amount to, capitalise,, otherwise -an
interést rate based on the weighted avérage cost of debt is used. Capitalisation. of interést ceases once.the “asset is
completeand available faruse. Interest s then charged to the-profit and.loss account as a dgprematfon expense over the

life of the relevant asset.

Leases

Pclicy applicable from 1 January 2019

The! Company recognises’a right-of-use:asset; with'the exceéption of short term (12 imbonths or less) and low value'lgases,
and.a lease liability. at the lease commencemant date on the balance-sheet.

The'right-of-Use assét is mmatly measured.at cost, which comiprises the initiat amount of the lease liability adjusted for.any
lease payments made at.of before thé-commencement date, plus: any.initial dlrect costs inclrred and-an estimate of costs-
to dismantie and remove the.underlying: ‘asset or restore the. underlying asset or the site on which it is located, léss any
lease incentive received: The right-of-use asset is subsequently depreciated using the straight line method from-the
coimmencement date to the earlier-of the end of the useful life of the nght-of~use asset or the end of the leasetermi. The
estimated useful lives of right-of-use assets aredetermmed on lhe same basis as the Company's other property, plantarid
equtpment nght-of—use assets are.included in the review for impairment-of property, plant-and equipment, if there is an
indication that the carrying amount of a cash generating unit may be impaired.

The lease tiability is initially | measured at the present value.of the lease payments that are not.paid at the oommenoement
-date; discounted using the interest rate’ implicit-in the lease or, if: that rate caniot be- readily determined, the Company s
incremental borrowing rate. Lease payments include fixed lease payments, variable lease payments that depend on.an
‘index of rate, amounts.payable.under a résidtial value gdliarantee and extension options. expacted to-beexercised. Whére.
-a lease containg an extension option which the Company can exercise without negotiation, lease payments for the
extension peried are inclyded inthe Jiability if the Company is. reasonable certain that it will exércise the option, When the-
legseé liabllity is remeasuréd when:there Is'a change'in future lease payments a comesponding adjustment is rhade io-the
right-of-use asset.

‘The Company recognises lease payments assoctated with for short term and low valtie leases.as an expense oh 4 'Straight
line basis over the lease term,

Company as-a lessor

Rentat income from: leases is recogmsed ona stralght line bas:s ovér the term of the relevant lease. Initial direct coéts
incuifred in negotiating a-lease are addéd to the carrying amount of the leased asset and recognised over the lease teri
on the.same basis.as rentalincome.

‘Poliéy-applicable before 1-January 2019

The determination of whether anh arrangement is or contéins a lease is based on-the substance of the arrangement and
requires an assessment of whether the fulfiiment of the arrangement is dependent on the use of a specific asset or assets:
and the arrangement conveys a rightto-use the asset.

Company as.a fessee’

Finance leases, which transfer to the'Company substantially ‘all the!risks and benefits incidental to-ownership of the
leased item, are capltallsed at the inception of the lease at the fair value of the leased propeny or, if Jower, at the: present‘
value-of the ‘minimum [ease payments. Leasé payments are apportioned between the finance charges and reduction of
the, lease liability so as to achieve a constant rate of' interest on the remaining batance of the liability. Finance costs are:
charged directly against income.

Capltahsed feased assets are:depreciated over the shorter of the estimated: useful life of the asset and the lease-termi‘if
there is no reascnable cértainty that tha Company will obtain ownershlp by the énd of the lease term.

Operating lease payments .are recognised as an expense’in the profit'and loss account on a straight line basis.ovérthe
lease term.
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Southampton International Airport Limited

Accounting policies for the year ended-31 December. 2019 (continued)

Leases (continued)

in the event that lease incéntives are received.to enter into operating leases, such incentives are recognised as a liability.
The aggregate benefit of incentives. is recognised as.a" ‘feduction of rental expense.on & straight line basis, except-where
anottier systematic| basns is more representative of the time pattern in-which economic benefits from the leased asset are

‘consumed.

Company as a Iessor

operatlng ledgses. Rental income from operafing leaseés is recogntsed ona stralght line-basis overthe term of the relevant
lease. Initial diract costs mcurred in negotiating an operating lease.are agdded to the- carrymg amount of the léased asset
and recognlsed over the lease term on the same basns as rental income.

Trade and ofher receivables
Trade receivables are:-recogriséd initiaily at fair value and subsequently measured at amomsed cost using.the effective

interest method, Iess loss allowance.

Trade receivables expected credit losses ("ECL") are calculated using an-approath which reflects the previous history of '
credit losses on the financial assets, applylng different provision levels base on the.age of the receivable. For other
recelvables where there i§ a history of no credit losses and where this is expected to persist into. the! fufure, no ECL is-

recognised.

Stocks
Raw materials. and consumables consist of engineeting spares and other consurable-stores.and are valued atthe lower’
of cost-and nét realisable value and include all costs'to bring | jfweritories to’ their present focation and condition..

Deferred income
Contfactual income-received in. advance: is freated as deferréd income and released to the profit.and.loss account as.

earned.

Provisions

Provusmns are.recognised when the Company has a preserit obl:gaﬂon {tegal or constructive) as a result-of a past event,
it is probable that an outflow of resources embodying economic, benefits wall be required to seftle the obligation and a
reliable estimate can be made of the amount of the obligation. Provisions ‘are mieasufed af the best estimate-of the
.expendxture required to settle the obllgatlon atthe reporting date and are giscournited to present value where the-sffectiis

matesial. -

Borrowings-

Borrowings ‘are recogniséd initially at fair value; net of transactior’ costs iricurred, ‘Borrowings are subsequently statéd at
amortised cost unless part-of-a fair value hedge relatlonshlp Any difference hetween the amount initially recogriséd-(het
of transaction-costs) and the redemption value is recognised in the profit and loss.account over-the period of the borrowings'
using the: effective interest rate methed. Borrowings being riovated  or cancelled and ré-isstigd, with' a. substantial
modification of the terms, are accounted for as an-extinguishment of the original financial ||ab|llty and the recognition.gfa
riew financial liability; with any restilting gain or loss recognised in'the profit aiid loss’ account. -

Pension costs
Defined. benefit plan
A defined benefit plan’is a post-employment benefit plan other than a defined contribution plan., The, Cormipany is- a

participating: employer inthe AGS Airports defined benefit pension sctieme.

The pension scheme surplus (to the extent that it is recoverable) or deficit is- recognised in full. The movement in the
scheme surpius/deficit is split- betweéen operatmg charges, finance items and, ‘in the statement of other comprehenswe
income, actuarial gains.and losses.

The Gompany's net .obligation in respect.of the deﬁned benefit pensmn plan is:calculated by estimating the amount of
future benefit that employees have earned ‘in return for their service in the current. and prior pericds; that benefit is
discounted 16 determine its présent value, and the fair vajue of any plan assets are deducted.. The' Company determmes
the net.interest on the net.defined benefit liability/asset for the periad by applying the discount rate used to-measure the
defined benefit obligation at the beglnnlng of the ahnual period fo the net defined benefit liability/asset.

The discourit rate is the yield at the reporting date on bionds 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- cutréncy inwhich the benefits.

are expected to-be paid.

Re-measurements arising from defined benefit plans. compnse actyarial gams and losses, the. return on plan assets.
(excluding ifterest} and the effect of the assst ceiling (if any, excludlng interest) The Company recognises them
immediately in .other:comprehensive income-and gll‘other expenses related to defined benefit plans in employee benefit-
expenses in profit or loss.
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Southampton International Airport Limited
Accounting:policies forthe yearended.31 December 2019 (contiriued)

Pension costs (contmued)

Thee calculation of thie defined beriéfit obligations is performed by a qualified actuary using the projected unit crédit ettiod.
‘When fhe calculation resuits in a benefit to the Company, the. recognised asset is limited to the'present value of benefits
-available in the form of any future: refunds from the-plan or redudtions in fiture contributions and takes mto account the:

adverse effect of any minimum finding reguirements.

Following consultation with its members-and trustees; the defined benefit pension-scheme was closed 16 fufure accnsal
with effect from: 30 June 2019. This has-resulted in a past service credit of £425k being recorded in the profit-and loss
account. The members 6f the schieme were thereafter entitled to partlclpateln the company s-defined.contribution:scheme,
details.of which are: noted below. The value of a net defined benefit pension asset is restricted to the' sum of any amount
the Conipany expects 1o recovér by way of fefunds from the plan. or reductions in future contnbutions, The Coripany is
able to recognise any potential suiplus in respéct of the-pension scheme as the pension schéme Trust Deeds and Rules
state that the Company has the right to.the assets ance:its- obligations have been met.

Defined contribution plan
Contributions.due:in felatior to the 'defined-contribution plan are recogmsed in-operating costs ih the profit it and loss account:

when payable.

Current.and deferred iricome tax

“The cufréntincomé tax charge is calculated on the basis of the tax laws enacted or substantively enactéd at the reporting
date."Management periodically evaluates positions taken in tax-returns with. respegt fo situations in which applicable tax-
regulations-are siubject to |nterpretat|on and establlshes provisions wheré appropriate on the basis-of amounts expected
‘o be paid-to the tax authorities.

Déferred income taxation js provided.in full, using the. llablllty method, .on temporary differences arising betweeri the tax
bases of assets and lxabﬂltles and thelrcarrylng amounts in the Company s financial statements..Deferred income taxation
is not provided on the:initial recogmtron of an asset or Ilablltty in a transaction, other than a business combination, if at-
the time:of the transaction there is no effect on either accountlng or taxable profit or1oss.

Deferred income -tax assets -are recognised to the extent that it is probable that future: taxable profit will be available
against which the temporary diffefences ¢an be utilised:.

Deferred income-taxation js detemined using the tax rates and faws that have been enacled or substantively enacted,
by the reporting date, and are-expected-to apply when-the related deferred-tax asset or liability is realised or seftled..

Income fax relating to items. fecognised directly in equity and other compreliensive income s recognised in equity-ahd
other comprehensive income and not in the profit and loss account,

Defefred tax assets and liabilities are offset when there is a Iegaily enforceable right to set off cireént tax assets ‘against
currenttaxJiabilities and when they relate o income taxes levied by: the same taxation.authority and the Company intends
to settle its current tax-assets and liabilities on a net basis.

‘Share capital

Qrdinhary shares are classified as equity and are recorded at the-fair value of procegdsreceived, net of difect issue.costs.
Where shares are lssued above-par value, theproceeds in excess-of paf- value are. recorded in the share premium

accéount:

Dividend distribution

A dividend distribution:to the'Company's shéreholder is recognised as a liability in the Cornpany’s financial statements in
the period in which the shareholders right to receive payment of-the dividend is established. Interim dividends: are
recogmsed wheri paid.
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-Southampton International Airport Limited

Accounting policies for the year ended 31 December 2019 (contintied)
Critical accounting judgemenisand key sources of-estimafiqn.uncert_ainty for the year ehded 31 December 2019

In applying the-Company's accounting poficiés, management have made estimates in a number of key areas. Actual
results may, however, differ from the estimates calculated and management believe that the following areas preserit the
greatest level of uncertainty.

Key sources of estimatioh uncertainty

Going concern

The Going Concem section -of the Company's Accounting policiés on. pages 18 to 19, indicates that. due to the
unprecedented nature of the current situation regarding the future:impact on the Company from the Coronavirus’ (COVID-
19) and the administration of Flybe, the directors-have highilighited a material uncértainty which may cast significant: doubt
regarding. the-Company’s ability to continue as a going concem.

Investment properties
Investment properties were valued at: fairvalue by CBRE Limited.. The valuations were prepared in consideration of IFRS

and- in"accordance with the appralsal and valuation manual issued by fhe Royal Institution .of Chartered Surveyors..

Valuations were caried out-having regafd to-comparable market'evidence refevant to each specific property.or class of
propemes n assessmg fair value, current.and potential future income (after deduction of non-recoverable outgoings) has’
been capitalised-using yields-derived from .market evidence. Iridependent valuationswere obtained for. 100% "of the
investmentproperties. Approximately 90% of the investment properties comprise airport-car parks:arid airside: assets:that
are éonsidered less vulnerable than the ather |nvestment properties fo market vofatility. Further details are available in

note 7.

Pensions

“Certain assumptions have been adopted for factors that detenhine. the-valuation of the"Coipany's liability for pensior
obligations at, perlod end and charges 1o the profit and less aceount. The-factors have been determined in consultation
with the Gompany's actuary, taking into-account market and économic condlhons ‘Chariges in assumptmns ‘can vary from
period topenod as a resuit of changing condltnons andother determiinanis- which may. causs increases .OF decreases’in
the-valiiation of the Company's liability-for pension obhgatnons The objective when setling pension scheme’ assumptions
for future perlods is to reffect the' expected dctual outcomes, other than the discount rate- ‘which fust be set by refererice
to the yield-on high quality corporate bends.with a termn consistent with the obhgahons Actuanal gains-and losses dueito
the change in actuarial assumptions .are recorded in other comprehensive income. Further datails - are’ available in note

17.
Critical judéements‘in'applying the Company’s accourting policies

No judgernents have béen made ithe process of applying the- Company s.accounting policies thathave had a S|gn|ﬁcant
effect on the amounts re¢ognised in the financial statements. .
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Southampton International Airport Limited

Notes to the financial statements for the year ended 31 December 2019

1 Segmentinformation

The direcfors consider the business has-only one segment. All of the Company's fumover arises in the United Kxngdom

and: refates: tocontinuing operations,

Year ended Yéar ended
31 December 2019 31 December2018:
£000° £000
“Turnover 27,750 30,422
Other gperatingincome
interest receivable and similar income (note 4) 2,420 2,748
Total .révenue 30,170 33,171
2 Operating costs
Year ended. Yearénded
31 December 2019 31 December 9018
£000 “£000
Operating tosts include-the following: '
Employment costs
Wages and salaries 3,808 4,545
Social security
Recurring 416 512
Non-recurring {note 3) 9 -
Pensions. ’
Reécuiting 728 700
_Non-recurting (note 3) N (268) “
Other staff felated costs 305. 246.
Employment costs. 4,998 6,003
Depremaﬁon of propedy, plant and equipment 2,399 2285
Gain on disposal of fixed -asséts 1) (1)
Other operating costs o o
Recurring 14,823 13,732,
Non-recurring: (note 3) 11 =
Total operating:costs 22,230 22,019 .
Analysed gs..
Adjusted operating costs 20,079 19 734
Depreciation ~ recurring 2,399 2, 285 :
Non-récurring. items {note 3) (38)
22,230 22,0-19 )

Total operating costs

Auditor remuneration

Audit fees.and non-audit fees for the: current financial year were borne-by .AGS. Airports: Limited and recharged in

accordance with the Shared Services Agreemént.:

For the year ended 31 December 2018, the fees-payable to.the Company‘s auditor. for the audit of the Company's annual
accounts was £22k (2018: £22k). No nori-audit fees payable to the Company’s auditor were incurred in 2019 (2018 £n||)

Employeée numbers

The. average monthly number of emiployees (including executive directors) during the year was:
Year ended Year-ended.
31 December 2019 31 December:2018
Number Nuniber
" Office and management 31 30.
Airside, secirity.and opérations 63 84
‘Retail and commercial g 7
103 126

This does not include héadcourit relating to central support functions for the Company which are rendéréd by AGS Aurports
Limited and charged as intra-group charges {n accordance with the Shared Services Agreement
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-2 Operating costs {(continued)

Directors' remuiieration
Year ended Year erided
31 December 2019 31 December 2018
£000 £000
. Directors’ remuneration
Aggregate emoluments. 114 260
Amounts-receivable_ under long-term incentive plans, 4 2
Value of pension contributions to a defined contribution pension scheme: 20 8 .
138 270
Highest-paid director's remurieration
Aggregate emoluments 138 218
138 218
Year ended Year-ended
31.December 2019 31 December2018
Number Nuinber
Number of directors who:
are members of a defined conftribution pension scheme 1 4
3 Non-recurring costs
. 'Yearended Year-ended
31 December 2019 31 Diecember. 2018.
"£000- ‘fo00
Pensions . ]
Closure costs {inclyding social security) 193 -
Past service credit (452) -
‘Other pension costs 11 -
{248) -

The AGS Airports Limited's-defined benefit Scherne -closed to future accrual from 30:June-2019. The costs assodiated
with the closure, including: related. taxation, were £193k. Additionally on clasure -a. past service credit of £452k ‘was
récognised relatmg {o members becoming defefred members and thersfore-their accrued benefits no fonger being linked
‘tofuture 'salary changes. Other pensiori costs of £11k relate to the- Compariy's share of advisors fegs-ihcurred in relation

ta the-closure of the defined benefit pension scheme.

4 Interest
Year ended Year ended
31 December 2019. 31 December:2018’
£000 £000
Interest receivable-and similar income
AGS pension scheme 650 591
Interestreceivable from group undertaklngs' 1,770 2,158
Total interest receivable and simifar income 2,420 2749.
Interest payable and similar charges )
. AGS:pension scheme (635) {605)-
Total interest payable and simlifar charges {635) (605)

1 These amounts relate to inferest eccrued on balancés.owed by Group undertakings (note 9).
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Notes to the financial statements (contiriued) for the yearended 31 December 2019

5 Taxation
] Yéar ended Year ended
31 December 2019 31 December 2018
£000 £600
Current tax o
Current year tax payable 1,187 1,792
Adjustments in respect of pnor years -4 (4)
_Total current tax charge . 1,191 1,788
Deferred tax o )
Gurrent year {1,607) 560
Adjustments in respect of:prior years N {10)
Change.in tak rate - impact 6n deferred tex balances 170 (486)
Total deferred tax (credit)/charge : (1,444) 504
Taxation (credit}/charge for the year {253) 2,202

The tax:{credit)icharge on the Company’s (loss)/profit before tax differs frorn the theoretical amount that would arise’ by
applying the UK statutory tax rate dueo the following:

Year ended Year ended
31 December 2019, 31 December-2018
£000 £000
(Loss)/profit before tax. (2,600¥ 13,682
Recongiliation of the tax charge ) :
Tax calculated at the UK statutory rate 0f 19.00% (2018 19.00%) . (4%4) 2,600
Adjustments:in respect of current:income: tax of previous years 4 " (4)
Adjustments in respect of deferred tax of previous.years (7) (10)
Changein-téix-tate.- iimipact on deferred tax balances 170 {46)
Permanent differences 74 {248)
Taxation (credit)/charge forthe.year {253) 2,292

6 Property; plantand équipment ‘
. : ~ Other  Assetsinthe
Terminal Plantand ‘landdnd course of

complexes  Alrflelds  equipment. buildings!  construction Total
" £000 £000 £000 £000 £000 -£000

Cost : . :
At 1-January 2019 34,804 42, 732 23,443 -9,583 1,249 " 1';811
Additions- 640 371 566 138 4166 5,881
Transfers to investment propertles - - - (42) (42)
Disposals - - (92) - T - {02)
At .31 December 2019 35444 43,103 23,917 9,721 5,373 117,558
Dapreciation )
At 1 January 2019 (27,570) {23,942) {18,006) (7,343) - (76,861).
Charge for'the:year {701) (367) (1,047) (284) - (2,399)
Disposals ) - 92 ~
‘At 31 December 2019 (28,271) (24,309) (18,961). (7,627) - {791 68)
Net book value 31 December 2018 7,173 18,794 4,956 2,084 5373 38,330
Net book value 31 December 2018 7,234 18.790 5,437 :2,240 1,249 34,950 -

1 Otherland and buildings are all freshold,

Assets in the course of canstruction

Assets in'the course of construction comprise capital expenditure on on-going devélopments under the Company's capital
investment programme:.  Projects: in progress at 31 Deceémber 2018 at Southampton airport.include. a project to extend.
the ruriway and-replace the primary radar.

Borrowing costs capitalised
£39k (2018: £27k) has been capitalised in the year at ah average capitalisation rate of 2.43% (2018: 2.21%) based on a

weighted average cost of borrowings..
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-7 Investment properties ) ..
Investment properties

£000
Eair value
At1 January 2019 68,720
Transfer from property, plant-and equipment 42
Valuation loss (9,905)
At 31 December 2019 58,857

Investment properties were valued at fair value at 31 December 2019 by CBRE Limited, Chartered Surveyors:
Details of valuations performed are. provided below:

31 December 2019 31 December 2018
£000 £000

CBRE Limited ’ 4 58,857 68,720

Invéstment propérties, which are all freehold, were valued to'fair value at 31 December 2019 by CBRE Limited; Chartered
Surveyors: All valuations were prepared in consideration-of IFRS and in accordance with the appraisal and valuation
ranual issued by the'Rayal institution of Chartered Surveyors. Valuahons were carried out havirig ‘regard 1o comparable
market evidence relevant to- each specific property or class of praperties, In assessing fair value, curfent and potential
future. income (after deduction of non-recoverable, outgoings) has. been capitalised using yields derived from market
evidence rélevant to each spedific property ar class of propertiés: There were no Testrictions. on the. realisabxhty or
remiftance of income ‘or proceeds on disposal, The fairvaiue measurement higrarchy Uséd in calculating fair value has,
been ¢lassified as Level:3, The higherthe discount, rate terminal y(etd and expected vacancy rate; the lower the fairvalue.
The hlgher the.cument and potential future income or réntat gtowth rate, the higher the fair value. .

‘The Company historically idd a low léve} of void ‘propefcie's,.

Investment properties’ aré let on either full repalr and insuring leases, under which all'outgoings are the responsibility of’
the lesses, ar-under tenancies, whare costs.are recovered thiough a service charge: levied on tenants. during: their perioid
of oocupatlon

Sensitivity Analysls

The Investment Property portfolio includes Car Parks:(for passengers and employees) and airside assets, which together-
account for 0% (2018;-89%) of the fair value of the investment property partfolia at 31 Décember 2018, The valuatian of
Maintenance Hangers is largely based on long {esm contractual terms.

increasel(decrease) In asset valuation
Car parks — Base revenue

+10% pa £5m

-10% pa £5)m

Car parks — Revenue: growth

+1,0% pa £520k
-1.0%pa £(520)k

Car pdrks — Operating costs growth
+1.0% pa " B(140)
-1.0% pa £140k

The sensitivities analysis above relating to the valuation of car parks. has been détermiined based on reasonabiy possible
chariges o tHe respéctive assumptlons holdmg all other assumptions constant. The methodology used in.ariving at the
incremental-changes shown.above is consistent with that used forthe valuation at the year end.

The property rental income earned by the Group from its investment property, amountedto £0.5 milﬁon<(2018': £0.6-millior).
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8 ‘Stocks

The total amount of stock consumed in the year relating to continuing operatfons'.Was £33k.(2018: £50k).

31 December 2019 31 December 2018
£000 £009
132 123 .

Consumables

‘There is no. materia|.difference between the statement of-financial.position value of stocks-and their replacement cost.

9 Debtors-
31 December 2019 31 Deceniber 2018
£000 £000
Due within one-year
3,643 4,188

Trade receivables

Less: allowance:for doubtful debts. (20) {48)
Trade-receivables-~ net. 3,623 4142
Amounts owed by group undertakings —interest bearing’ 20,979 17.732
Prepayments 163 124
‘Other receivables 2 12,

24,767 22,010

4. Amounts owed-by ‘group undertakings:- are payable on. demand, lnterest beanng and mainly relate'to cash sweaps.transferred to AGS Airports. Uimited.
Cash s swept! hetween the companies-on a regular basi& Asat31 December 2019, the balanca acciues Interest at a'rate of 7% par-annum (2018} 7%).

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

Unless otherwise s_tated; trade-and other receivables do not contain impaired assets.

Trade receivables are non-interest bearing and are generally on 14 day terims. No.collateral is hefd as.security.
10 Bank Overdraft

31 December 2019 31 Deceiber 2018
£000 £000
3 -

Bank overdraft

11 Borrowings:
31 Décember2019 31 December 2018
£000 £000

Current )
_ Amounts owed fo group undertakings 125 2,225

12 Deferred tax liability

The net movament on the deferréd tax kability is. as foflows:
31 December 2018 31 December 2018

£000 £000
1 Januatry 13,650 12,984 -
(Credited)/charged fo-profit-and loss account {1,614) 550
Charged/(credited) to profit and loss account — change .in tax )
rate 170 (46)
Tax'charged-to SOCI )
{Credited)/charged to SOC! —defined benefit pensions. (20) 162
31 December 12,186 13.650

A reduction in the UK caiporation tax rate from 19%to 17% (effectlve from 1 April 2020) was substantlvely enacted on 6
Septernber 2018, -and the UK deferred tax ligbility as at 31 December has.béén calculated based oni this rate, in the 11
March 2020 Budget it was announced that the UK tfax rate will remain at the current 19% and not reduce to 17% from 1
April 2020. This will have a- ‘consequential effect on the. Company's ‘future tax charge. If this rate change had been
substantively enacted at the current balance sheet date the deferred tax liability wouid have. increasedby £1,425k
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The amolints of deferred taix provided aré detailed below:

Revaluation of

investment property o
to fair valile: {BAs- Other Total
£000 £000 £000 . £000
1 January 2018 6,656 5,418 910 12,984
Charged/(credited) to profit and loss . ] .
account. 465 (167) 206 504
Charged to SOCI - -~ 162 162
1 January 2019 7,121 5,251 1,278 13,650
(Credjted)/charged to-profit and loss ’ ’
account. (1,445) (169) 170 (1.444)
Credited to SOCI i - - (20) (20)
_31 December 2019 5,675 5,082 1,428 12,186
Deferred.income tax (credited)/charged to:SOGI during the year is as follows:
Year ended Year ended
31 December 2019 31 Decemiber 2018
-£000 £000
‘Defined benefit pension scheme {20) 162

13 'Creditors due within one year

31 December 2018 31 D.e,'QEmbeF‘AZ'.O’]'B_'

£000 £000°

Accruals 3,109 ‘3,579
Deferved incomne 626 331
Trade payables: 514 682
Other tax and-social security 261 102
Other payables 60 63
Capital payables . 2,986 1,312

Group tax relief payablé 4,463 3,276

Corporation tax payable 3,168 3165 .
15,187 12,480

Trade payables are non-interest bearing and are generally on-30-day terms..

14 Share capital

31 December2019 31 December 2018
£000 “£000.

“Aliocated. called up and fully pald 40,000 40,000

40,000,002 (2018; 40,000,002) ordinary shares of £1 each,

16 Revaluation reserve
31 Decembier 2019 31 December 2018
£000 £000
31 December 27,909 27,909

The revaluation reserve: relates ‘to the historic revaluation of investment praperties @nd is' non-distributable to the
shareholders: Current revaluations of investment properties arerincluded in the profit and loss account.
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16 Profitand loss account

Year ended Year ended
31 December 2018 31 December:2018.
£000 £000-
1 January 29,941 44,120
(Lossyprofit for the year (2,347) 11,390
Returi on plan assets excluding intérest income: (2,298) 2, 998)_
Actuarial gains and losses on defined benefit pension scheme 2179 3:852
Deferred tax.on pension.scheme- ’ 20 ( 162},
Dividends paid’ - (26.381)
.31 Decembher 27,495 29,941

17 Employee benefits

Pension plans

Deﬂned»ﬁéheﬁt schemé

The Company s a pariicipating employer in the AGS Airparts Limited defineg-bériefit pension schieme.

The, Graup’s defined benefit pension fund is-a seff-administered defined benefit scheme (the "AGS Aliports Pension
Scheme'" or the "Scheme") and was closed lo future accrual with effect from 30 June 2019 and was, prewously closed to
new empleyees Following the closure of the .Scheme 10 future accrual; the members of the ‘Scheéme. were entitled fo
.participate i the Group's defined. contribution pensionplan, details of which are noted belaw. The Scheme is based on:
a final salary arrangement As requiired by UK pension law, a Pension Trustea's Board has been-established which,

tagethier with the Group, is responsible for governance of the Scheme. The Trustee Board is comprised of Company and
employee nominated Trustees. Employee Trustees will be nominated and elected by the employees who are members

of the Scheme.

The employer’s contributions have been calculated based on advice. recelved from the Scheme’s actuaries, KPMG LLP,
“ang: assumptions determiniéd by the Trustee-and agreed bythe. Group. The pension fund is subject to- triennial va!uat\ons
and the defined obligation or surplus calculated twice a year by the Scheme’s ‘actuaries.

“The, information disclésed below is in respect of the whole of the pfan for which the- Company is eithier the sponsormg
employer-or has been allocated a share of cost.under an agreed Group, policy throughout the pefiods shown:

31 December 2019 39 December2018

£000 £000
Defined benefi obligation . {24,540) (22,631)
Fair value of plan assefs 25,299 23,033
Net asset for defiried henefit obligations (see following table) 759. 402.
Movemerits in net defined benefit asset/(lability)
Defined benefit Fair value of plan Net defined benefit
obligation assets asset/(liability)
31 31 31 31 K| 31
Decemiber December December December December December
2019 2018 2019 2018 2019 2018
£000 £000 £000 £000 £000 £000.
‘Balancé.at 1 January {22,634) (21,338} 23,033 20,732 402 (608)
Current service cost: (103) (219) - - (103) (219)
Past seivicé credit 452 123 - - 452 123 -
Interest (cost)/income (635) (605) 650 .591 15 (14)
. Scheme-administration ’
expenses - - (4) (5) (G} (5)
Included in SOCI o
Actuarial loss (2,298) {2,998) - - (2,298) (2,998)
Return on plan assets. n )
_ excluding interest income - “ 2,179 3,052 2,479 3,952
Other '
Employee-contributions {4) (10} 4 10 - -
Employer contributions - - 116 169 116 169
Renefits paid out 679 2,416 {679) {2,416) - -
Balance at 31 December (24,540} (22,631) 25,299 23,033 759 402.
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17 Employee bhenefits(continued)

Fair-value of plan assets

31 December 2019 :31 December 2018

£000 £000

" Property 1,531 1,441
Bonds 2,933 2,886,
Cash 406 ‘ 50
Liability. Diiven Investmerit 11,519 10:678
Diversified growth funds. 4,870 4,752
_DPirect lending 3,840 3,226
_Total 25,299 . 23,033

All plan assets (excluding Direct Lending) have market quoted prices. The return on plan-assets was 11.5%

The Scheme. invests ina Llabﬂxty Driven Investment (LDJ) mandate with BMO, LD] is a risk management investment
approach which aims to hedge the movement of the Scheémie liabilities arid provides protectlon from-adverse movements
in interest rates and inflation. The aim of the mandate is to hedge 100% of the movement in theScheme's Technical,

Provisions tlability value.

The Pension Scheme's Trustee investment policy is guided by an overall objective ofachnevmg, over the long term,. a rafe.
of return on the.invesiments. which is consistent with- the long term' assumptions miade by the Actuary in determining the:
funding of the-Scheme. Over the shiditer term, the objective is to achfeve a favourable retumn-against an -appropriate.
benchmark return: All decisions about the day-to day management of the assets: have been delegated'to the |nvestment
managers via a- wntten agreement

Actuanal assumptions
The following are the principal actuarial assumptions at the reporting date {expressed as we;ighted‘ayarages)s

3t December 2019 31.Cecembeér.2018

£000 £000 .

Discount rate-at 31 December 2.05 2.85
Future salary increases (before 1 Sept 2016) - 2.25
Future salary increases. (after 1 Sept 2016) - - 2.00
RPI inflation 2.95 3:20
Pension increases in payment: 2.80 3,05

“Thie assumptions relating to longevity underlying the pension liabilities at the.balance sheet date are based on'standard
actuarial mortality tables-and include an allowance for future. improvements in Iongevnty The assumptmns are equzvalent
to expectmg a.60-year bld-to live.for a numiber of years as follows:

Current pénsioner aged 60: 26 years (male), 28 years (female).
Future-retiree upon reaching 60; 28 years (malg), 30 years (female).

The accounting standard requires-that-the.discount rate used to discount the- iability-determined by reference to market
yields. at the reporting date on high quality corporadife bond investmerits: The currency: arid ‘terms of these ‘shiouid ‘bé
consistent with the currency and estimated termi of the post-employment obligations. The discount rate has been based.
on-the yield on AA rated-corporate bonds.of a term similar to the liabilities.

The expected rate of inflation'is an important assumption for the salary growth and pension increase-assumptions. A rate
of inflation is “implied" by the difference between the-yields on fixed and index-linked. government bonds.

As required under the accounting standard, interest iricome on the pfan assets is calculated by multiplying the fair-value of
‘the plan assets by the discount rate as discussed above.

‘Sensitivity analysis-

The caltulation of the defined benefit obligation is sensitive to the-assumptiaris. set out abave : The following table
summarises how the.impact.on the defined benefit obligation-at the'end of the reporting period would have increased
(decreased) as a restilt of a-change in the'respective assumptions;

Charige ini 31 December 2019 31 December-2018.

Impact on overall fiabilities assumption -£000 £000°
Discount fate by 1% : 5,890 5,430
Rate of inflation by 1% . 4,710 3:850
Life expectancy by 1year 859 543

Whilst the analysis does. not take account of the full distribution of cash flows eéxpected under the plan, it does provide an
approximation to-the sensitivity of the' assumptions shown.
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Notés to the financial statements (continued) for the yearended 31 December 2018
Defined contribution plan

A full actuarial valuation of the Scheme is.conducted -at feast every three yéars. The most recent full actuarial valuation
‘was carfied out-at 30 June 2018. The valuation rasulls showed a funding level of 9% and no further funding was. requmed

The weighted average duration of the defined. benefit obligation at the end of the reparting petdiod is 24 years (20718: 24
years).

The.Company Operates @ defined contribution pension plan for all employees. The total cost.of defined contribution pension
arrangements is-fully expensed as. emp!oyment costs.

The:total expense relating to the defined contribution pension-plan was £625K (2018: £604k).

18 Commitments

The Company, together with AGS Alrports Limited and each of its fellow subsidiaries (other than BAA Lynton Lirmited),
‘together, have granted security over their assets to secure their obhgahons to the lenders under theé Senior. Facilities-
‘Agreernent datied 24. February 2017. Total Group bosrowings at 31 December amount to-£800millien (2018 EBBZmIﬂlon)

Non-canceliable lease commitimants — Company as a lessor
Total future minimum fentals receivable as atthe.year end are as follows:

31 December 2019 31 Decamber 2018

Land and buildings Land andbuildings

) £000 £000

‘Within one year 603 ge7
Within.two to five:years 981 1,583.
Total 1,584 2450

The Company uses a number of different leasing and-contractual structures dependlng on the type and location of. the
investment property. Typically in multi-let offices-and industrial, premises a. standard indefinite tenancy is Used, which'is
terminable by the-tenant on three months' notice. at any time. However, it.is common for the accommodation-to. remainlet
or be-quickly. re-tet should it be vacated. Forlarger, standalone premisés, e.g. cargo sheds, longer leases of mufiples of
three years are used.

-are incfuded above Concession contracts on lhe pubuc car parks have been replaced by operator management ‘fee.
arrangements.

Company commitments for property, plantand equipnient
Contracted capital expenditure commitments amount to £2,804k (20187 £9 312K).

19 Ultimate parent-undertaking

The shares of the Company are held by Aimport Holdlngs NDH Limited, however, the benef C|a| owner of the Company S
-shares Js- AGS Airports Holdings Limited. Airport Holdings NDH1 Limited is incorporated. in England and-Wales. Copies
of its financial statements can be obtained from the Registrar of Companies for England and Wales, Gompanies:House,
Crown Way, Cardiff, CF14 3UZ.

The ultimate parent enfity is AGS Airports Holdings Limited. The sharehioiders of AGS Airports Ho{dmgs ‘Limited are AGS
Ventures Alrports Limited (an entity managed by Macquarie, Infrastructure.and Real Assets (Europe) Limited Y (50%) and.
Faero UK Holding Limited {an indirect subsxdlary of Ferrovial, S.A., Spain) (50%)

The Company's resuhs are inciuded.in the audited consolidated financial statements of AGS. Airports Limited for the year’
ended 31 December 2019, which is-the parent undertaking-of the smallest group-to consolidate these financial statements,
AGS Alrports Holdings Limited is the jargest Group to. consolidate these financial statements, Both AGS Airports- Holdings.
.L|m|ted and AGS Aimparts Limited are incorporated:in England, and Wales and copies of their financial statemerits can be
‘obtained- from-the’Registrar of Companies for England and Wales; Companies House, Crown Way, Cardxff CF14 3UZ.
“The registered office address of both: companies is 1 Park Row, Leeds, L.S1 5AB.

‘20 Events after the reporting date

Since the:year erid thefe havé béen two significant non-adjusting post balance sheet-events, which have impacted the
Company. Firstly, on 5 March-2020 Flybe entered administration, and secondly there has been the impact of the ongomg
spread of the Caronavirus (COVID—1 9) pandemrc Whilst it is ot possible to assess all possible-future. implications for the
‘Group as a result of these: evenits, the directors have. made assessments based on a number. of likely scenarios, -and
anficipate that the impact of Flybe's administration and GOVID-19 will have a significant adverse EBITDA impact in 2020.
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The directors have instituted different meastires to preserve.cash.and secure additional finance. Measurés have included
an orgamsatlonal restructure. at Southampton Aifport (totalling- £1. 2m) employee ‘furloughs under the Govemment's
Coronavirus Job Retention Scheme, temporary pay culs.and bonus pay- ~out cessation for-all staff; .options for unpaid leave
and reduced hours. Additionally, ttie Group has successfully negotiated with suppliers, Jocal cquncils and tax authorities
to reduce-or-defer costs-and the Group has reprioritised its-capital invesiment program.

AGS Airporis Holdings Limited Group expects to breach its borrowing.covenants at both 30 Jurie.2020 and 31 December
2020, and has: tharefore negotiated a waiver from its lénders. This.along with other matters are- explained further in the
Gomg Concern saction of the Company’s Accounting policies on page 18 to19, and indicdtes the existence of a material
uncertainty which may cast significant. doubt regardlng the Company’s ability to contmue as a going’ concern.

Additionally the directors antucnpate based cn Fiybe's administration and an-estimated scenario that the virus subsides
towards the beglnnlng of the second. half 6f- 2020, that the. Cdompariy's property, plant and equipment could potentially be
impaired in 2020 and there.could be a revaluafion. loss recognised agasnst investment properties. Fiybe’s administration
will result in-the release.of certain balance sheet provisions resulting in a revenue increase of £2.4m.
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