


Financial Results

in HK$ million
10,000
! 9,015
8,577 8,886 )
7,738
8,000 7’M
6,000 5285 5389 5613
4,256 4,653
4,000 2,844
1,920 2,273 2988 :
2,000 1’6‘15/'___——/
0 | | | | |
05/06 06/07 07/08 08/09 09/10
@ Turnover Operating Profit B Profit Attributable

before Depreciation
and Amortisation

to Equity Shareholder

Return on equity (ROE) improved from 7.2% to 7.8% in
2009/10, underpinned by the increase in net profit.

Return on Equity
in percentage

8
7
6
5
4
3
2
1 L L Il | |
05/06 06/07 07/08 08/09 09/10
Turnover

Turnover increased 1.5%, to HK$9,015 million (2008/09:
HK$8,886 million), largely as a result of higher retail
licenses and advertising revenue in Terminal 1 (T1), both
of which benefited from a rebound in consumer
confidence. A relief package granted to our airlines and
business partners from April 2009 to March 2010 caused
a HK$242 million reduction in revenue.

Lower passenger volumes and fewer air traffic movements
— coupled with a 10% reduction in aircraft landing and
parking charges offered to airlines as part of the relief
package — resulted in a 10.1% drop in airport and
security charges revenue, to HK$3,429 million (2008/09:
HK$3,813 million).

Revenue from airside support services franchises increased
4.2%, to HK$ 1,432 million (2008/09: HK$1,374 million).
This growth was mainly attributable to higher air cargo
throughput and the increase in facility payments of our
aviation fuel supply system.

The decrease in passenger volume did not hurt retail
licenses and advertising revenue, which jumped 12.8%
from last year, to HK$2,918 million (2008/09: HK$2,587
million), and represented 32.4% of total turnover. With
the stronger economy, higher spending was recorded in
key retail categories including liquor and tobacco and
perfumes and cosmetics. Additional revenue was
generated from new retail space in the North Satellite
Concourse, the T1 Arrivals Immigration Hall and SkyPier.
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Financial Review

The Airport Authority continues to exercise stringent
financial discipline to control its operating expenses, while
maintaining the highest standards of safety, security and
service. Total operating expenses before depreciation and
amortisation fell 2.7%, to HK$3,402 million (2008/09:
HK$3,497 million), and were 4.5% lower than budget.

A significant portion of our operating expenses is related
to depreciation, government rent and rates, and
government services over which the group has limited
control. Nevertheless, through cost control measures
and productivity gains, the Airport Authority reduced

its operating expenses in 2009/10. This reduction is
particularly noteworthy given the increase in costs
associated with the opening of the North Satellite
Concourse and SkyPier.

Turnover/Operating Expenses per Employee
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Notes:

1. Excludes employees of subsidiaries.

2. Operating expenses includes depreciation and amortisation,
but excludes interest and finance costs.

Hong Kong International Airport

Group staff costs and related expenses increased
marginally by 0.8%, to HK$1,158 million (2008/09:
HK$1,149 million), notwithstanding additional resources
required to enforce health check during the outbreak of
H1N1 influenza and to cope with additional activities with
the opening of new facilities.

Repairs and maintenance expenses increased 6.8%, to
HK$442 million (2008/09: HK$414 million). This resulted
primarily from a refurbishment and overhaul programme
for T1 and the airfield, which have now been in service for
more than a decade. The inclusion of maintenance costs
for the North Satellite Concourse and SkyPier also
contributed to the increase.

Operational contracted services expenses grew 2.4%, to
HK$340 million (2008/09: HK$332 million), largely due to
the opening of the North Satellite Concourse and SkyPier.

Government rent and rates increased 20.3%, to HK$154
million (2008/09: HK$128 million), because the 2008/09
figure included a one-time rent refund resulting from an
appeal to the Rating and Valuation Department.

Other operating expenses decreased 32.5%, to HK$378
million (2008/09: HK$560 million). The reduction was
mainly attributable to the tightening of controllable costs
and lower provisions for doubtful debts in the improving
economy. Included in other operating expenses was an
impairment charge against the Airport Authority’s
investment in IEC Holdings Limited, which was triggered
by a gloomy outlook at AsiaWorld-Expo.

Depreciation and amortisation decreased 1.9%, to
HK$2,191 million (2008/09: HK$2,234 million), as
certain assets were fully depreciated during the previous
financial year.



Operating Expenses by Category
for the year ended 31 March 2010
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Mainland Airports

A robust local economy helped our joint venture
Hangzhou Xiaoshan International Airport Co. Ltd. (HXIA)
achieve double-digit growth in passenger throughput
and air traffic movements. Our 35% share of HXIA's
profits was HK$177 million (2008/09: HK$193 million).
The decrease was largely due to the lower airport
construction subsidies that HXIA received from the
Mainland government during the year and higher
operating costs in an inflationary environment.

Our joint venture with the Zhuhai Municipal People’s
Government that manages Zhuhai Airport reduced its net
loss significantly in 2009/10. The Airport Authority's share
of the loss was HK$6 million (2008/09: HK$11 million).

In October 2009, the Airport Authority formed a joint
venture with Shanghai Airport (Group) Company Limited
to manage Shanghai Honggiao International Airport’s
two terminals, east transportation centre and retail
operations.

Balance Sheet and Capital Expenditure

The group’s balance sheet is strong and well capitalised.
Total assets were HK$51,370 million (2008/09:
HK$51,864 million), a decrease of 1.0% from last year.
Fixed assets represent a large part of our assets, at
HK$46,079 million (2008/09: HK$47,128 million). Capital
expenditure fell 39.1%, to HK$1,300 million (2008/09:
HK$2,136 million), as the Airport Authority continues to
exercise restraint and reschedule works programmes.

Intangible asset was HK$259 million (2008/09: HK$273
million), representing the amortised cost of the
management rights to Zhuhai Airport and its operating
assets for a period of 20 years, starting in 2006.

Interests in jointly controlled entities of HK$2,808 million
(2008/09: HK$2,606 million) represented the group’s
effective interest in the net assets of HXIA and the joint
venture with Shanghai Airport (Group) Company Limited,
plus associated goodwill.

Capital Expenditure
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Financial Review

Trade and other receivables were HK$ 1,180 million
(2008/09: HK$1,010 million), an increase of 16.8%. This
is mainly related to delayed payments arranged under the
relief package, which allowed companies renting lounges,
offices, counters and storage space to defer up to 50% of
their rent for one year and repay the deferred charges in
interest-free instalments. Full recovery of the deferrals in
the amount of HK$259 million (2008/09: HK$ nil) is
expected in 2010/11.

Total trade and other payables fell 18.8%, to HK$1,791
million (2008/09: HK$2,207 million), reflecting a decrease
in contract costs payable following the completion of the
North Satellite Concourse and SkyPier during the year.

Dividend

A dividend of HK$2,300 million (2008/09: HK$2,200
million), payable to the Hong Kong SAR Government, was
declared by the Board subsequent to the financial
year-end. Our seventh such payment, the dividend
represents 85.9% of the Airport Authority’s distributable
profit for the year. In addition, a special dividend of
HK$2,200 million was declared out of the Airport
Authority’s retained profits.

Cash Flow

Net cash generated from operating activities decreased
from HK$5,711 million in 2008/09 to HK$5,477 million
this year, due primarily to higher receivables associated
with the payment deferrals extended to our business
partners in the relief package.

Hong Kong International Airport

Financing

The Airport Authority’s total borrowings amounted

to HK$8,193 million (2008/09: HK$9,377 million) at
31 March 2010. Our borrowings comprised unsecured
bank loans, medium to long-term fixed-rate notes and
bonds, and money market lines.

During the year, the Airport Authority issued a total
of HK$900 million in debt through private placements
of Hong Kong dollar fixed-rate notes with maturities
of 3 to 10 years. Proceeds from these issues were
used to refinance maturing debt and meet working
capital requirements.

Loan Facilities and Programmes
as at 31 March 2010

28% 34%

Total
borrowings

HK$8,193

million*

38%

B Eurobond Fixed Rate Notes ™ Bank Loans

* After unamortised finance costs of HK$16 million.



Loan Maturity Profile
as at 31 March 2010
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The Airport Authority continues to be one of the highest-
rated corporations in Hong Kong. Its AA+ ratings for
long-term local and foreign currency debt are identical to
those of the Hong Kong SAR Government.

Financial Risk Management

The Airport Authority manages its financial risks with a
variety of instruments and techniques, including natural
hedges achieved by spreading its loan portfolio over
different roll-over and maturity dates. Financial
instruments such as interest rate swaps and forward
contracts are also used to hedge the Airport Authority’s
financial risks. In accordance with approved policy, we
have adopted measures to fix the interest rate of a
portion of total borrowings in order to minimise the
impact of interest rate fluctuations on earnings.

Following the 2003 acquisition of the aviation fuel supply
system, which generates revenue in United States dollars,
the Airport Authority hedged its currency exposure with
the appropriate amount of US dollar borrowings, thereby
neutralising the risk of exchange rate fluctuations on the
revenue stream. In addition, we have executed forward
contracts to fix the exchange rate for the conversion of
Hong Kong dollars into US dollars to control the risk of
exchange rate fluctuations on a portion of the US dollar
borrowings. Since the latter part of 2006, the Airport
Authority has also been exposed to Chinese renminbi
movements as a result of its investment in Mainland
airports. This exposure has resulted in significant
exchange gains on the balance sheet owing to the
strengthening renminbi. Apart from the above, the
Airport Authority has minimal currency exposure because
revenue and costs at HKIA are largely denominated in
Hong Kong dollars.

Capital Structure
in HK$ million
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The new year started well for HKIA. Passenger traffic,
cargo throughput and air traffic movements all recorded
positive growth in the first quarter. This encouraging
performance was driven by a steady recovery of the global
economy and strong growth in China. In this improved
business environment, the Airport Authority will capture
new opportunities, maximise revenues and continue to
diligently control costs, while maintaining the highest
standards of safety, security, reliability and service.

The completion of the North Satellite Concourse, SkyPier
and the Permanent Aviation Fuel Facility late in the fiscal
year will bring in additional revenue. With the end of the
financial relief programme in March 2010, a further
improvement in our financial performance is expected in
2010/11, despite higher operating costs arising from the
recently opened facilities.

In the medium term, we will continue to increase our
commercial revenue by enlarging the airport’s retail space,
building new facilities and supporting our business
partners as they expand and add new services.

Hong Kong International Airport

To enhance the airport’s competitiveness and support
long-term growth, we will start developing a concourse,
20 aircraft stands and an automated people mover link in
the midfield. We will continue work on HKIA Master Plan
2030, which assesses the airport’s infrastructure
requirements, including the engineering, environmental
and financial feasibility of building a third runway.
Through continuous cooperation with the Hong Kong
SAR Government on key infrastructure projects, including
the Hong Kong-Zhuhai—-Macao Bridge, Tuen Mun—Chep
Lap Kok Link, Hong Kong Boundary Crossing Facilities
and the study of a high-speed rail link connecting HKIA,
Shenzhen municipality and Shenzhen International
Airport, we believe the accessibility of HKIA will be
greatly improved and its role as a premier international
and regional aviation centre will be enhanced.

With financial discipline, innovation and timely
development, HKIA will continue to bring value to its
stakeholders and generate economic benefits for Hong
Kong and the entire Pearl River Delta region.





