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Embargoed to 0700 hrs, Tuesday 1 November 2005

-‘BAA REPORTS GOOD RESULTS DESPITE SUMMER PROBLEMS

BAA RESULTS FOR THE SIX MONTHS TO 30 SEPTEMBER 2005

Underlying first half performance':

. Passenger traffic (including Naples Airport) up 2.5% to 82.3 million (30 September 2004: 80.3 million)
. Revenue up 6.4% to £1,173 million (£1,102 million)

. Operating profit up 9.6% to £412 million (£376 million)

. UK airports’ net retail income grew 3.8% to £324 million (£312 million) and per passenger rose 1.2%

to £4.08 (£4.03)

Statutory resuits:

. Revenue of £1,173 million (£1,128 million)

. Operating profit of £441 million (£644 million); excluding certain re-measurements?, operating-profit of
£405 million (£395 million)

. Profit before tax of £367 milflion (£597 million); excluding certain re-measurements’, profit before tax

of £366 million (£348 million)
. Earnings per share of 24.0 pence (39.3 pence); excluding certain re-measurements?, earnings per
share of 23.9 pence (22.9 pence)

Other highlights:
. Interim dividend up 5.1% to 7.25pence (6.9 pence)
. Delivering Excellence, BAA’s reorganisation programme to align the organisation to an airport-ied

operating model, by driving improved customer service and operational efficiency, will contribute £45
million per annum sustained benefits from 2008/09 incurring £90 million of exceptional operating

costs. Changes focussed on back office and management will result in around 700 fewer jobs.

1. Underlying performance reflects: the pro forma adjustment in 2004/05 for the impact of the Airport Property Partnership (APP) transaction (£18 million
reduction in both revenue and cperating profit); exclusion of the additional income and provision (£7 millicn respectively) in 2004/05 linked to the Ryanair
litigation; exclusion in 2005/06 of £7 million exceptional costs relating to the Delivering Excellence change programme; and exclusion of cerain re-
measurements (see Note 2 below).

2. Certain re-measurements consist of fair value gains and losses on invesiment property revaluations and disposals and the gains and losses arising on the
re-measurement and disposal of derivative financial insiruments, together with the associated fair value gains and losses on any underlying hedged items

that are part of a fair value hedging relationship, together with the related tax impact of these items.

Mike Clasper, BAA’s Chief Executive Officer of BAA, commented:

“Our clear strategic focus, supported by skilful innovation, has once again demonstrated its value in today’'s
results. We have turned a traffic increase of 2.5% into an underlying 6.4% increase in revenue and a 9.6%
rise in ope“rating profit. We have delivered this performance despite a slowing UK economy and the impact of
this summer’s London bombings and the Gate Gourmet dispute. These results demonstrate the strength of

our business, our assets and our management.




‘We remain confident of delivering a good retail performance, maintaining tight control of costs and, as
announced on 20 September 2805, we-anticipate around 3% traffic growth for our.UK airports this year.-

"Delivering Excellence will improve customer service and shorten decision chains, leading to more effective
management and sustained efficiencies of £45 million per annum from 2008/09. Supported by further

. _-innovation, it will deliver continued improvement in our business performance.”

o A presentation and live webcast of BAA's results for analysts and institutional investors will take place
at 9.30am today at Bloomberg, City Gate House, 39-45 Finsbury Square, London EC2A 1PQ.

¢ An archived webcast, including speeches and the question and answer session, of this morning’s

presentation is available from this afternoon on BAA’s website - www.baa.com/investor.

e A pre-recorded interview with BAA's Chief Executive Officer, Mike Clasper, is available from 7.30am

today on BAA's website - www.baa.com/investor.

Media enquiries: Duncan Bonfield
Tel +44 (0)20 7932 6654

Investor enquiries: Sarah Hunter
Tel +44 (0)20 7932 6692

International Financial Reporting Standards (IFRS)

For the first time, BAA's results are presented on an IFRS basis with comparatives, previously reported under UK GAAP, restated

accordingly. The format of the income statement separately identifies the following items within the fair value gains and losses (‘certain

re-measurements’) column:

. Fair value gains and losses on investment property revaluations and disposals,

. The gains and losses arising on the re-measurement and disposal of derivative financial instruments, together with associated fair
value gains and fosses on any underlying hedged items that are part of a fair value hedging relationship; and

. The associated tax impact of the above jtems.

Where possible, BAA has applied hedge accounting to interest rate derivatives. Due to the strict definitions surrounding hedge
accounting within IAS 39 'Financial Instruments’, where a derivative transaction is viable from an economic and commercial perspective it
may not meet the hedge accounting criteria laid down under IAS 39. This is the case in respect of BAA's portfolio of forward starting

interest rate swaps, which are being used to manage the exposure to interest rate movements prior to the issuance of the related debt.

As announced in our pre-close trading update on 20.September 2005, BAA is revaluing its investment property portfolio at 30 September
2005 and 31 March 2006.

The results before these fair value gains and losses are separately presented, as this basis of presentation provides more helpful
information about the underlying performance of BAA’s business.




SUMMARY OF RESULTS

Summary of statutory results

6 months to 6 months to Change
30 September 30 September %
. 2005 . S 2004

Group revenue £1,173m £1,128m 4.0
Operating profit £441m £644m (31.5)
Profit before tax £367m £597m (38.5)
Earnings per share' 24 .0p 39.3p (38.9)
Dividend per share 7.25p 6.9p 5.1
UK airports’ net retail income’ £324m £312m 3.8
UK airports’ net retail income per passenger3 £4.08 £4.03 1.2
Cash generated from operations £543m £530m 2.5
Capital expenditure ~ ° - £736m £709m 3.8
Net debt £3,543m £3,166m 11.9

See Note 9 of the attached interim financial statements.
Defined as revenues received directly from third party retail operators, concession fee paid to UK airports by World Duty Free (WDF)

and WDF's operating profit — see Note 14.

Defined as net retail income divided by number of passengers (excluding helicopter passengers) — see Note 14,

The statutory results for both the current and prior year were affected by four items:

@)

(it)

In the current period, revenue and operating profit were negatively impacted by £19 million
respectively as a result of the property joint venture (Airport Property Partnership — ‘APP’) entered
into with Morley Fund Management in March 2005;

During the period to 30 September 2004 BAA and Ryanair were actively pursuing litigation against
each other. As a consequence, BAA had invoiced Ryanair for £7 million additional airport charges
but a provision for the same amount had also been set up. The matter was resolved by 31 March
2005 and the income and provision subsequently credited and released:;

For the six months to 30 September 2005, £7 million of exceptional costs were incurred relating to the
Delivering Excellence change programme; and

The inclusion of ‘certain re-measurements’ relating to the fair value gains and losses on investment
property revaluations and disposals (gain £35 million on Group investment properties and £14 million
share of revaluation gain on APP investment properties, within associates and joint ventures; 2004:
gain £244 million on Group investment properties), and the gains and losses arising on the re-
measurement and disposal of derivative financial instruments, together with the associated fair value

gains and losses on any underlying hedged-items that are part of .a fair value hedging relationship

" (loss £48 million - £1 million gain within other eperating income and £49 million loss within finance

costs; 2004 gain £5 million — within other operating income), together with the related tax impact of

these items.



Management considers that reporting revenue and operating profit before the items listed above reflects the
‘underlying performance of BAA's business. As such, underlying revenue and operating profit have been
determined by adjusting for these items. S

Summary of underlying pt;rformance 6 months to 6 months to Change

30 September 30 September %

- 7 - . 2005 - 2004 -
Group revenue £1,173m £1,102m 6.4
Operating profit £412m ' £376m 96

Reconciliation of statutory results to underlying operating profit performance

6 months to 6 months to Change

30 September 30 September %
2005 2004
£m £m
Revenue
Statutory (a) 1,173 1,128 4.0
APP adjustment - (19)
Ryanair adjustment - (7)
Underlying (d) 1,173 1,102 6.4
Operating costs
Statutory (b) 768 733 4.8
Ryanair adjustment - (7
Exceptional costs adjustment (7) -
Underlying (e) 761 726 48
Other operating income
Statutory (c) 36 249
Fair value gains on Group investment properties (35) (244)
Fair value gains on derivative financial M (5)
instruments
Underlying (f) - -
Operating profit
Statutory (a-b+c) 441 644 (31.5)
Underlying (d-e+f) 412 376 9.6

The commentary below in respect of revenue, operating costs and operating profit is based on the underlying
performance of the Group. The commentary on all other aspects of the Group's results is based on the

statutory financial statements.



On a segmental basis, underlying revenue and operating profit performance was:

Passenger 6 months to __ .6 months to Change
Growth 30 September 2005 30 September 2004

Revenue  Operating Revenue Operating Revenue  Operating
profit profit profit
% £m £m £m £m % %

Regulated airports 1.9 828 337 769 308 7.7 9.1
Heathrow’ - 552 233 510 206 8.2 13.1

Gatwick 29 186 74 176 74 57 -
Stansted 6.3 90 30 83 29 8.4 34
Scottish airports 5.5 99 44 93 41 6.5 7.3
Glasgow 2.8 43 19 42 19 2.4 -
Edinburgh 7.5 40 18 36 16 11.1 12.5
Aberdeen 8.6 16 7 15 6 6.7 16.7
Other airports 5.4 28 10 26 8 7.7 25.0
Southampton 26.8 11 5 9 4 25.4° 38.4°
Naples (1.1) 17 5 S 17 4 2.5° 25.4°
World Duty Free - 200 14 198 13 1.0 7.7
Other operations® - 18 7 16 5 12.5 40.0
Total 2.5 1,173 412 1,102 376 6.4 9.6

' Heathrow Express and Heathrow Connect rail services are included within the Heathrow airport segment, having previously been

disclosed as a separate segment entitled ‘Rail’.

2 ‘Other operations' include BAA Lynton, fees from the Group’s interntional retail and airport management contracts and other
commercial operations.

> Dueto rounding distortions within small amounts, these percentages have been calculated on actual numbers, not rounded £ million.

Traffic
In the six months to 30 September 2005, passenger traffic increased 2.5% to 82.3 million passengers. The
long-haul market was a significant contributor to this traffic growth. New routes across the North Atlantic and

to Asia from Gatwick, Edinburgh, Glasgow and Naples all contributed to this strong performance.

In the European short-haul market, scheduled services continued to grow at the expense of the charter

market. The impact of this switch was particularly evident at Gatwick, Glasgow and Naples airports.

Southampton and Scotland experienced strong domestic growth, following the introduction of new routes and
services, but, at the three London airports, domestic passenger traffic declined following a difficult summer

and a weaker UK economy.

At Heathrow, it is anticipated that traffic growth will continue to be limited, over the next few years, »by;capacity
constraints and the slow transition of slots from short-haul operations to more attractive long-haul. The pace
of slot usage change to long-haul at Heathrow is slowed by the highly regulated nature of international

aviation.



Revenue

Underlying revenue increased 6.4%-to £1,173 million (£1,102 million), reflecting the 2.5% increase in terminal
passen‘ge'r‘sm,'rise in aeronautical tariffs and good retaii p—érfndrmance. Aergr—myautical income was L‘J.[;1O.>0% to
£497 million (£452 million), driven by the 2.5% growth in passengers and, in particular, tariff increases at
Heathrow, Gatwick and Stansted. Average aeronautical income per passenger rose 6.9% to £6.02 (£5.63).
Airport retailing berformance remained strong, despite the adverse external conditions during the period and
increased competition from off-airport car parks at Heathrow and Gatwick. UK airports’ net retail income grew

3.8% to £324 million (£312 million) and net retail income per passenger rose 1.2% to £4.08 (£4.03).

Operating costs

The Group’s underlying operating costs grew 4.8% to £761 million (£726 million). The £35 million increase
primarily reflected rent, rates and utilities rising £15 million (17.0%). Staff costs were up £9 million (3.5%), with
wage inflation and pension cost increases being partially offset by a modest improvement in productivity. In

addition, maintenance and depreciation increased £5 million and £6 million respectively.

Operating profit
Underlying operating profit grew 9.6% to £412 million (£376 million).

Regulated airports

Heathrow

. Strong growth in revenue of 8.2% to £552 million (£510 million) led to Heathrow's operating profit
increasing 13.1% to £233 million (£206 million);

. Passenger numbers remained flat at 35.8 million, reflecting the impact of the London bombings and
the Gate Gourmet dispute during the busy summer months and the slow transition of slots from shgrt-
haul usage to attractive long-haul,

o Aeronautical charges income grew 11.3% to £285 million (£256 million) following price increases in
April, in line with the regulatory cap. Aeronautical income per passenger rose £0.79 (11.1%) to £7.94;

. Net retail income grew 3.4% to £120 million (£116 million), despite no growth in passenger traffic,
with the new international departure lounge at Terminal 1 contributing to this increase;

) Rail income rose 5.9% to £36 million (£34 million); and

. Operating costs increased 4.9% to £319 million (£304 million), the primary factor being a £9 million
increase in utilities, rent and rates.

Gatwick
. Revenue grew 5.7% to £186 million (£176 million) but operating profit was flat at £74 million;

. _Traffic was up 2.9% to 19.1 million, driven by the significant growth of Easyjet and other no frills

: .,(V:arriér‘s, offset by the continued decline of the charter airlines; N '

. Aeronautical charges income rose 7.0% to £92 million (£86 million) and per passenger it was up
£0.20 (4.3%) to £4.80;

. Net retail income grew 1.6%, despite the decline in car parking income due to intense competition

from off-airport competitors; and



Operating costs rose 9.8% to £112 million (£102 million). New facilities coming into operation,
including Pier 6, the refurbished Piers 2-and 3 and the new arrivals extension-at North Terminal,
contributed an additional £2 million of depreciation. In addition, the rise in utility costs and business

rates contributed a further £4 million.

Stansted.

Revenue increased 8.4% to'£90 million (£83 million), with a 3.4% rise in operating profif to £30 million
(£29 million);

Traffic increased 6.3%, primarily as a result of the continued growth in demand for no frills services;
Aeronautical charges income grew 17.1% to £41 million (£35 million) and per passenger was up
£0.25 (8.1%) to £3.32, as the discount arrangements provided to airlines at Stansted continue to
unwind;

Net retail income grew strongly during the period, up 8.3% to £39 million (£36 million); and

Operating costs increased 11.1% to £60 million (£54 million). This stepped increase of £6 million was
primarily due to higher utility costs and business rates. In addition, staff costs rose £2 million,
reflecting both an increase in the number of security staff, due to continued strong traffic growth, and

general wage inflation.

Scottish airports

Total revenue and operating profit for the three Scottish airports grew 6.5% and 7.3% to £99 million
(£93 million) and £44 million (£41 million) respectively;

Traffic increased 5.5% to 11.4 million passengers with good growth recorded at all airports. Traffic
grew 2.8% and 7.5% at Glasgow and Edinburgh respectively and Aberdeen passenger traffic grew
8.6% in the period as new routes were introduced and those developed in the prior year continued to
develop;

The rise in passenger numbers resulted in a 3.3% rise in aeronautical charges income to £62 million
(£60 million), despite a £0.09 (1.6%) decline in yield to £5.44;

Strong growth in net retail income was also achieved across the three airports, up 14.3% to £24
million (£21 million); and

Operating costs rose 5.8% to £55 million (£52 million).

Other airports

Operating profit increased 25% to £10 million (£8 million) on a revenue increase of 7.7% to £28
million (£26 million);
Traffic increased 5.4% to 3.8 million passengers. Southampton’s traffic grew 26.8% to 1.1 million due

to the introduction of new Flybe routes. Naples traffic fell 1.1% to 2.7 million, primarily as a result of

the current economic and aviation-related conditions in Iltaly, combined with the softening of the

charter market generally; and

Both airports held operating costs at last year's level.




International activities . _
Under IFRS, the results of the Group’s international activities are accounted for within the ‘other airports’ and

the ‘other operations’ segments or as part of ‘associates and joint ventures'.

The performance of the Group’s existing investments and contracts is summarised below:

. Naples Airport grew operating profit 25.4% to £5 million (£4 milliony; ~

. The airport and retail management contracts within the US and Australia (included within ‘other
operations’) contributed operating profit of £6 million (£5 million} in the six month period; and

. The Group's share of operating profit (before interest and tax) of its Australian interests grew 12.5%
to £9 million (£8 million) and, after interest and tax, grew 50% to £3 million (£2 million), as Melbourne
and Perth airports continue to benefit from strong passenger growth. This net profit is included within

associates and joint ventures.
BAA is participating in the tender process for Budapest Airport.

Share of profit of associates and joint ventures (net of interest and taxation)
The share of net profit from associates and joint ventures has increased £6 million to £8 million largely, due to
the 50% interest in APP. The Group’s share of operating profit (before interest and tax) of its associates and

joint ventures was £20 million (£9 million).

Net finance costs

The Group's net interest charge was £47 million (£49 million), after capitalised interest of £67 million (£56
million). Of the capitalised interest, £53 million (£40 million) was in respect of expenditure on Heathrow
Terminal 5. o

The net interest charge reflects the impact of the interest receipts on the £565 million proceeds received in
March 2005 from the APP transaction. During the next six months it is anticipated that these proceeds will be

invested in growing the Group's assets, delivering the best possible return for shareholders.

Certain re-measurements

Investment property valuation

The investment property valuation at 30 September 2005 resulted in a gain of £48 million (£35 million on
Group properties and £14 million being the Group’s share of the gain on revaluation of APP's investment
property portfolio). This compares to the gain of £244 million in the prior period (£147 million on retained
Group properties and £97 million on properties subsequently sold to APP). The lower gain in this current

period reflects very strong growth in the property market in 2004.



Derivatives

Financial derivatives have given rise 1o a-net fair value loss of £48 million in the first half of the year, -

compared to a gain of £5 miliion in the comparative period. This loss in respect of the £1,550 million forward
starting interest rate swaps is a consequence of the fall in longer-term interest rates between 1 April 2005 and
30 September 2005. -

Taxation o -

The tax charge of £109 million (£103 million) for the six months to 30 September 2005 represents an

estimated effective rate for the full year of 30% (29%) before certain re-measurements.

Earnings per share

Before certain re-measurements, earnings per share for the six months increased 4.4% to 23.9 pence (22.9
pence). After certain re-measurements, earnings per share decreased 38.9% to 24.0 pence (39.3 pence).
The average number of shares in issue throughout the period was 1,072 million (1,064 million). The diluted

average number of shares was 1,202 million (1,193 million).

Dividend
The interim dividend payable is to be increased 5.1% 10 7.25 pence (6.9 pence). This will be paid on 18
January 2006 to shareholders on the register at the close of business on 11 November 2005.

Cashflow

The Group continued its strong conversion of operating profit into cashflow. Cash generated from operations
increased 2.5% to £543 million (£530 million). After deducting interest and tax paid in the six months, £410
million {£419 million) of cash was generated by the Group’s operations and contributed towards funding
capital investment, with payments of £742 million (£717 million) and the dividend payment of £154 million
(£142 million).

Balance sheet
At 30 September 2005 net assets of £5,779 million (31 March 2005: £5,649 million, 30 September 2004:
£5,446 million) represented approximately 86% of the Company's market value.

Capital investment programme

Group capital expenditure, excluding capitalised interest, in the six months was £736 million (£709 million), of
which £486 million (£378 million) related to Terminal 5. The Group continues to make good progress on site
and the development is now more than 67% complete and remains on budget and ahead of schedule. Key
areas of progress at Terminal 5 over the period were:

. Topping out of the main terminal building on 1 September 2005;

o Completion of weather prdofing the satellite building, completing the third of five regulatory milestones
for Heathrow airport ahead of schedule;

o Multi-storey car park is two thirds complete and will be completed by February 2006; and

. The start of cammissioning of Phase 1 of the baggage handling system.



A further £153 million (£169 million) was invested in the existing four terminals and airfield at Heathrow, in
developments such-as the continuation of the A380»prep‘arat_ory works (including the total redevelopment.of
Terminal 3's Pier 6), further development of the arrivals facilities at Terminal 3 and the commencement of the
new multi-storey car park (west) in the central terminal area. At Gatwick, the major project contributing to its
£33 million (£71 million) of capital expenditure was the completion of North Terminal's Pier 6, opened in May
~ 2005.

The Group anticipates capital expenditure for the current year of approximately £1.5 billion.

Financing .

Net debt at 30 September 2005 was £3,543 million (31 March 2005: £3,064 million, 30 September 2004:
£3,166 million). Gross debt decreased to £4,210 million (31 March 2005: £4,274 million, 30 September 2004:
£4 225 million) reflecting the repayment of certain European Investment Bank funding.

At 30 September 2005 the Group had cash and short term investments of £310 million (31 March 2005: £993
million, 30 September 2004: £821 million), held-to-maturity financial assets of £357 million (31 March 2005:
£217 million, 30 September 2004; £238 million) and undrawn committed facilities of £1,076 million (31 March
2005: £1,079 million, 30 September 2004: £982 million). The Group’s policy is to have liquid committed
resources available to cover an average of 12 months’ capital expenditure or 18 months' net funding

requirement, whichever is the greater.

Delivering Excellence re-organisation programme

As previously announced, BAA is in the process of implementing a reorganisation programme, Delivering
Excellence. The programme is designed to align the organisation to an airpori-led operating model and drive
improvement in customer service and operational efficiency, by bringing decision-making closer to the
customer and creating a leaner and more effective management structure. Under this model, an airport is
appropriately resourced, with full ownership and accountability for its profitability.

Delivering Excellence is an umbrella programme to a number of initiatives under-way throughout all parts of
the organisation, all focussed on delivering this outcome and creating a leaner and more effective
management structure. As the needs and circumstances of each part of the business are different, the
phasing and implementation of change will vary from airport to airport and within Group functions. For
example, change has already taken place at our smaller airports in the UK and overseas, as well as in some
of the enabling Group functions, such as finance.

In addition, considerable change has already been implemented across the Group's senior management
team, to provide the right capability and expertise required for an airport-led operating model. .

Ovér the next two and a half years, the main focus for change will be at Heathrow, Gatwick and Stansted
airports, specifically aimed at delivering an excellent service to all customers consistently and predictably at
significantly lower cost. Changes are well underway in Group functions such as human resources, supply
chain, capital projects and IT.



it is anticipated that the whole programme of change will be complete by the end of 2007/08. At that stage
the organisation will be leaner, better managed and appropriately positionedto deliver-excellent and
consistent customer service effectively and efficiently. Suppoerted by further innovation, the Group will
continue, beyond 2007/08, to deliver improvements in business performance.

It is expected that, from 2008/09, the Delivering Excelfence change programme will deliver annual sustained
efficiencies of £45 million. Changes focussed on back office and management will result in around 700 fewer
jobs. These efficiencies are calculated on the basis of existing traffic and facilities and take no account of any

future business, regulatory and market developments.
The sustainable efficiencies to be realised from the Delivering Excellence programme, and the related costs
of implementation, are summarised below. The summary shows when it is anticipated the efficiencies will be

realised and the costs will actually be incurred (rather than provided).

Delivering Excellence - costs and benefits:

Year Costs Cumulative

annual

efficiencies

£m £m

2004/05 10 -

2005/06 25 3

2006/07 50 21

2007/08 5 43

2008/09 and thereafter p.a. - 45
Total T

The major cost of implementing this Group-wide programme will be redundancy payments and related
pension costs, along with expenditure to design and implement changed organisation structures and business

processes.

In the six months to 30 September 2005, BAA has incurred £7 million of the exceptional reorganisation costs.
The costs included £5 million in relation to severance and pension abatement and £2 million related to
programme design and implementation.

The Delivering Excellence programme has considerable additional benefits, related to the mitigation of
potential risks, that make its execution imperative. These potential risks include airline and regulatory
attitudes if BAA does not take action to improve customer service and operating efficiency; ever increasing
congestion within terminals, leading to passenger dissatisfaction and reduced retail income; declining staff
m'orale; and Heathrow Terminal 5 opening with out-dated working practices and"processés leading to
inefficiencies.



Outlook comment by BAA’s Chief Executive Officer, Mike Clasper:
“We remain confident of delivering a good retail performance, maintaining tight control of costs and, as
announced on 20 September 2005, we anticipate around 3% traffic growth for our UK airports this year.

“Delivering Excellence will improve customer service-and:shorten decision chains, leading to more effective
management and sustained efficiencies of £45 million” ‘per annum from 2008/09. Supported by further

innovation, it will deliver continued improvement in our business perfarmance.”



Independent review report to BAA plc
Introduction |

We have been instructed by the company to review the financial information for the six months- ended 30
September 2005 which comprises a consolidated income statement account, a consolidated statement of
recognised income and expense, a consolidated cash flow statement and a consclidated balance sheet as at 30
_September 2005. We have read the other information contained in the interim-report.and considered whether it
contains any apparent misstatements or material inconsistencies with the financial information.

Directors' responsibilities

The interim report, including the financial information contained therein, is the responsibility of, and has been
approved by the directors. The directors are responsible for preparing the interim report in accordance with the
Listing Rules of the Financial Services Authority.

As disclosed in Note 1, the next annual financial statements of the group will be prepared in accordance with
accounting standards adopted for use in the European Union. This interim report has been prepared in
accordance with the basis set out in Note 1.

The accounting policies are consistent with those that the directors intend to use in the next annual financial
statements. As explained in Note 1, there is, however, a possibility that the directors may determine that some
changes are necessary when preparing the full annual financial statements for the first time in accordance with
accounting standards adopted for use in the European Union. The IFRS standards and IFRIC interpretations that
will be applicable and adopted for use in the European Union at 31 March 2006 are not known with certainty at the
time of preparing this interim financial information.

Review work performed

We conducted our review in accordance with guidance ccntained in Bulletin 1989/4 issued by the Auditing
Practices Board for use in the United Kingdom. A review consists principally of making enquiries of group
management and applying analytical procedures to the financial information and underlying financial data and,
based thereon, assessing whether the disclosed accounting policies have been applied. A review excludes audit
procedures such as tests of controls and verification of assets, liabilities and transactions. It is substantially less in
scope than an audit and therefore provides a lower level of assurance. Accordingly we do not express an audit
opinion on the financial information. This report, inciuding the conclusion, has been prepared for and only for the
company for the purpose of the Listing Rules of the Financial Services Authority and for no other purpose. We do
not, in producing this report, accept or assume responsibility for any other purpose or to any other person to whom
this report is shown or into whose hands it may come save where expressly agreed by our prior consent in writing.

Review conclusion
Cn the basis of our review we are not aware of any material modifications that should be made to the financial

information as presented for the six months ended 30 September 2005.

PricewaterhouseCoopers LLP
Chartered Accountants
London

31 October 2005
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BAA plec RESULTS FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2005

Consolidated income statement

6 months ended 30 September 2005 2005 2008 2004 2004 2004
e - Before certain Certain Before certain © Certain®
re-measurements’ re-measurements’ Total re-measurements™” re-measurements™®  Total®
(unaudited) £m £m £m £m _Em £m
Continuing operations S
Revenue 1,173 - 1173 1,128 - 1,128
Operating costs (768) - (768) (733) - (733)
Other operating income
Fair value gains on
investment properties - 35 35 - 244 244
Fair value gains on derivative
financial instruments - 1 1 - 5 5
Operating profit 405 36 441 395 249 644
lAnalysed as:
Operating profit before
exceptional items 412 36 448 395 249 644
Re-grganisation costs (7) - (7) - - -
405 36 441 395 249 644
Share of profit of associates and
joint ventures 8 14 22 2 - 2
Finance income 26 - 26 21 - 21
Finance costs (73) - (73) (70) - (70)
Fair value losses on derivative
financial instruments - (49) (49) - - -
Profit before tax 366 1 367 348 249 597
Income tax expense (109) - (109) (103) (75) (178)
Profit for the period from
continuing operations 257 1 258 245 174 419
Attributable to:
Equity holders of the parent 256 1 257 244 174 418
Equity minority interest 1 - - 1 1 - 1
Dividends proposed for the period 78 73
Dividends paid in the period 154 142
Earnings per share:
Basic 24.0p 39.3p
Diluted 23.1p 36.4p

' Certain re-measurements consist of fair value gains and losses on investment property revaluations and disposals and the
gains and losses arising on the re-measurement and disposal of derivative financial instruments, together with the associated
fair value gains and losses on any underlying hedged items that are part of a fair value hedging relationship, together with the

related tax impact of these items.

2 Comparatives for the period ended 30 September 2004 and the year ended 31 March 2005 are presented in accordance with
IFRS accounting policies and are neither audited nor reviewed.
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Consolidated income statement

Year ended 31 March 2005

Before certain Certain
re-measurements’? re-measurements’? Total’
_ _(unaudited) £m £m £m
Continuing operations
Revenie 2,115 . 2,115
Operating costs’ (1,426) - (1,426)
Other operating income
Fair value gains on investment properties - 342 342
Operating profit 689 342 1,031
Analysed as: v
Operating profit before exceptional items 695 327 1,022
Re-organisation costs (16) - (16)
Profit on sale of investment properties/other 10 15 25
related property assets to APP
689 342 1,031
Share of prefit of associates and joint ventures 5 (1 4
Finance income 47 - 47
Finance costs . (139) - (139)
Fair value losses on derivative financial instruments - (28) (28)
Profit before tax 602 313 915
Income tax expense _(175) (67) (242)
Profit for the period from continuing operations 427 246 673
Attributable to:
Equity holders of the parent 426 246 672
Equity minority interest 1 - 1
Dividends proposed for the period 154
Dividends paid in the period 215
Earnings per share:
Basic 63.0p
Diluted — 59.2p

Centain re-measurements consist of fair value gains and losses on investment property revaluations and disposals and the

gains and losses arising on the re-measurement and disposal of derivative financial instruments, together with the associated
fair value gains and losses on any underlying hedged items that are part of a fair value hedging relationship, together with the

related tax impact of these items.

2 Comparatives for the period ended 30 September 2004 and the year ended 31 March 2005 are presented in accordance with
IFRS accounting policies and are neither audited nor reviewed.
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Consolidated statement of recognised income and expense

Year ended

31 March 2005
£m
(unaudited)

6 months ended

_ 30 September 2005

£m
(unaudited)

6 months ended
30 September 2004
£m

(unaudited)

‘Available fof saleinvestments: -

2 Gainstakento eguity 8 1
Cash flow hedges:
10 Gains taken to equity 1 -
(2) Transferred to profit ar loss for the period 3 -
1 Transferred to property, plant and equipment 1 -
Net investment hedge:
1 Gains taken to equity - -
(7) Actuarial (losses)/gains recognised (8) 26
- Currency translation differences on foreign operations (1) 1
2 Taxon itemstaken directly to or transferred from equity - (8)
7 Netincome recognised directly in equity 4 20
673 Profit for the period 258 419
680 Total recognised income and expense for the period 262 439
Aftributable to:
679 Equity holders of the parent 261 438
1 Equity minority interest 1 1
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Consolidated balance sheet as at 30 September 2005 - -

31 March 2005
£m
(unaudited)

. 30 September 2005
£m
{unaudited)

30 September 2004
£m
(unaudited)

ASSETS
Non-current assets

7,951  Property, plant and equipment 8,574 7,355
2,688 Investment property 2,750 3,286
89 Intangible assets 100 88
17  Investmentin associates 19 24
211 Investmentin joint ventures 225 29
68  Available-for-sale financial assets 74 81
35 Derivative financial instruments 44 5
8 Trade and other receivables 7 20
11,067 11,793 10,888
Current assets
25 Inventories 28 53
254  Trade and other receivables 279 254
1 Derivative financial instruments 4 4
217  Held-to-maturity financial assets 357 238
983 Cash and short-term deposits 310 821
1,490 ) 978 1,370
12,557 Total assets 12,771 12,258
LIABILITIES
Non-<current liabilities
(4,100) Borrowings (4,0986) (4,054)
(7) Derivative financial instruments (21) {n
(1,438) Deferred income tax liabilities (1,508) (1,495)
(204) Retirement benefit obligations (216) (154)
(97) Provisions (101) (112)
(20) Trade and other payables (22) (23)
(5,866) (5,962) (5,839)
Current liabilities
(602) Trade and other payables (624) (624)
(178) Currentincome tax liabilities (169) (123)
(174) Borrowings (114) (171)
(48) Derivative financial instruments (95) ~(16)
(40) Provisions (28) (39)
(1,042) (1,030) (973)
{6,908) Total liabilities (6,992) (6,812)
5,649 Net assets 5779 5,446
EQUITY
Capital and reserves
1,076  Ordinary shares 1,077 1,071
228  Share premium 228 213
- (29) Own shares held (19) (36)
484  Fair value and other reserves 493 480
3,881 Retained earnings 3,991 3,709
5,640 Equity attributable to equity holders of the parent 5770 5,437
9 Equity minority interest 9 9
5649 Total equity 5,779 5,446
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Consolidated cash flow statement for.the six months.ended .30 September 2005

Year ended 31

6 months ended _

6 months ended

March 2005 30 September 2005 30 September 2004 '
£m ) £m £m
(unaudited) ‘(unaudited) __(unaudited)

Operating activities

915  Net profit before tax - .. 367 597
Adjustments for:
(47) Finance income (26) (21
139  Finance cost 73 70
28  Fair value losses/(gains) on derivative financial instruments 49 5)
266  Depreciation 136 130
18  Amortisation 8 8
(6) Profit on disposal of property, plant and equipment 3) -
(10)  Profit on disposal of other property related assets to APP - -
168  Exceptional costs - change programmes 7 -
(342) Fair value gains on investment property (35) (244)
7  Share-based payment charge 7 3
(4) Share of profit of associates and joint ventures (22) (2)
(32) Increase intrade and other receivables (28) (16)
(2) Increase in inventories (3) (30)
(7) Increase/(decrease) in trade and other payables 2 27
(12) Decrease in provisions M -
. 29 Increase inretirement benefit obligations 12 13
957 Cash generated from operations 543 530
1 Dividends received - -
(225) Interest paid (118) (93)
44  interest received 34 25
(86) Tax paid (49) (43)
681  Net cash flow from operating activities 410 419
(15)  Purchase of intangible fixed assets (20) 4)
(1,387) Purchase of property, plant and equipment (721) (708)
(27) Purchase of investment property (1) (5)
10  Sale of held-for-trading financial assets - 10
(1,188)  Purchase of held-to-maturity financial assets (560) (710)
1,149  Proceeds from held-to-maturity financial assets on maturity 420 650
(230) Cash placed on deposits over three months - (167)
382  Cashreturned from deposits over three months 40 192
(526) Net cash returned/(placed) on short-term deposit 477 (295)
(4) Loan/payments received/(made)/to related parties 2 3
66 Proceeds from sale of property, plant and equipment - -
- 509- - Proceeds from sale of investment properties - 1
12 Proceeds from sale of associate - -
21 Proceeds from sale of joint venture - -
12 Proceeds from sale of available for sale investments - -
(1,216) Net cash flow used in investing activities (363) (1,033)
20 Proceeds from issue of ordinary shares 1 -
666  Proceeds from borrowings - €613
(36) Repayments of borrowings (70) (18)
16 Proceeds from sale of own shares 10 10
(214) Dividends paid to shareholders (154) (142)
452  Net cash flow from financing activities _(213) 463
(83) Netdecrease in cash and cash equivalents (1686) (151)
510 Cash and cash equivalents at beginning of period 427 510
427  Cash and cash equivalents at end of period 261 358

For the purposes of the cash flow statement, cash and cash equivalents comprise cash at bank, cash in hand
and short-term deposits with an original maturity of three months or less held for the purpose of meeting short-
term cash commitments.
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1. Basis of Preparation - - : S L : C e

This statement contains the unaudited interim consolidated financial statements of BAA pic for the six months
N _ended 30 September 2005.

From 1 April 2005, BAA is required to prepare its consolidated financial information in accordance with
International Financial Reporting Standards (IERS’) as.adopted for use in the European Union. On 15 March
2005 and 16 June 2005, BAA published infermation that provided details of the impact of IFRS on the transition
balance sheet at 1 April 2004, the comparative financial information for the six months to 30 September 2004
and for the year to 31 March 2005 respectively. The unaudited comparative IFRS statements for 31 March 2005
and 30 September 2004 are included within these interim financial statements, with some adjustments. The
adjustments are due to further refinements, interpretations and guidance that have developed since June 2005.
In addition, the IFRS statement as at 30 September 2004 has been adjusted to include the revaluation of
investment property at that date (see Note 5). As a consequence, in the year ended 31 March 2005, the profit on
sale of investment property has also changed (see Note 5).

The announcements on 15 March 2005 and 16 June 2005 contain the reconciliations required by IFRS 1 ‘First
Time Adoption of International Financial Reporting Standards’. A summary of these reconciliations is also
included in note 16 to these interim financial statements and these have been updated to reflect the changes to
the previously reported IFRS figures, as noted above.

The announcements on 15 March 2005 and 16 June 2005 also contain details of the key accounting policies
that have changed as a consequence of the adoption of IFRS. Since these announcements, investment
properties are subject to revaluation at 30 September and 31 March of each year (see Note 5) instead of at 31
March only. These announcements and a full set of our IFRS accounting policies, updated for this change, can
be found on BAA's website at www.baa.com/IFRS.

The financial information set out in these interim statements has been prepared in accordance with the IFRS
accounting policies as referenced above. However, it should be nated that the standards that are currently in
issue and adopted by the EU are subject to interpretations that may be issued from time to time by the IASB. In
addition, there is not yet a significant body of established practice on which to draw in forming opinions regarding
interpretation and application and as a consequence best practice continues to evolve. Consequently, the full
financial impact of reporting under IFRS, as it will be applied in BAA’s first full IFRS financial statements for the
year ended 31 March 2006, may be subject to change.

BAA has adopted all existing IFRS with the exception of IAS 34 ‘Interim Financial Reporting’, which is not
mandatory for UK groups. BAA has anticipated that the amendment to IAS 19 ‘Employee Benefits’ issued by the
IASB on 16 December 2004, which has not yet been formally adopted for use in the EU, will be adopted in time
to be applicable to the IFRS financial statements for the year ended 31 March 2006.

The interim financial statements were approved by the directors on 31 October 2005.

2. Statutory Group Financial Statements

The information shown for the year ended 31 March 2005 does not constitute statutory accounts within the
meaning of Section 240 of the Companies Act and has been extracted from the full financial statements for the
year ended 31 March 2005, which have been filed with the Registrar of Companies. The auditors at that date
have reported on those financial statements and their report was unqualified and did not contain statements
under section 237(2) or (3) of the Companies Act 1985. Those financial statements were prepared in
accordance with UK GAAP.
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3. Segmental Information

The Group's primary reporting format is business segments. The operating businesses are primarily the
individual airports, which are organised and managed separately.

‘Other operations' consist of corporate activities (including certain consolidation adjustments that are held at
corporate-level) and the net income from our international retail and airport management contracts.

Inter-segmental transactions are considered immaterial and are not analysed separately. -

All information relates to continuing operations.

6 months ended 2005 2005 2004 2004
30 September Revenue Operating profit Revenue Operating profit
(unaudited) Before Certain | Total Before Certain | Total
certain re-measure certain re-measure
re-measure -ments’ re-measure -ments’
-ments' -ments’
£m £m £m £m £m £m £m £m
Regulated airports 828 335 27 362 788 320 182 502
Heathrow 552 232 3| 235 518 213 94 | 307
Gatwick 186 73 3 76 178 76 53 129
Stansted 90 } 30 21 51 92 31 35 66
Scottish airports 98 43 6 49 .- 893 ). — M 41| 82
Other airports 28 10 2 12 26 8 6 14
World Duty Free 200 14 - 14 198 13 - 13
Other operations’ 18 3 1 4 23 13 20 33
Revenue 1,173 - - - 1,128 - - -
Operating profit 405 36 | 441 385 249 | 644

Share of associates and joint
ventures profit (net of interest

and taxation) 8 14 22 2 - 2
Airport Property Partnership 5 14 19 - - -
Other airports 3 - 3 2 - 2

Unallocated income and

expenses

Finance income 26 L L . 21

Finance costs (73) (70)

Fair value losses on derivative

financial instruments (4s) -

Profit before tax 367 597

Income tax expense (109) (178)

INet profit for the period 258 419 |

' Certain re-measurements consist of fair value gains and losses on investment property revaiuations and disposals and the gains and losses
arising on the re-measurement and disposal of derivative financial instruments, together with the associated fair value gains and losses on
any underlying hedged items that are part of a fair value hedging relationship, together with the related tax impact of these items.

? '‘Other operations’ includes BAA Lynton, fees from our international retail and airport management contracts and other commercial
operations.
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3. Segmental Information (continued)

2008 2005
Year ended 31 March 2005 Revenue Operating profit
(unaudited) Before certain Certain
re-measurements’ re-measurements’ Total
£m £m T £m - £m
Regulated airports 1,475 556 251 807
Heathrow 1,005 410 125 535
Gatwick 314 102 74 176
Stansted 156 44 52 96
Scottish airports 171 60 44 104
Other airports 47 14 8 22
World Duty Free 373 25 - 25
Other operations 49 34 39 73
Revenue 2,115 - - -
Operating profit 689 342 1,031
Share of associates and joint ventures 5 &)} 4
rofit (net of interest and taxation)
Airport Property Partnership’ - - -
Qther airports 5 (1) 4
Unallocated income and expenses
Finance income 47
Finance costs (139)
Fair value losses on derivative financial
instruments (28)
Profit before tax 215
Income tax expense (242)
Net profit for the period 673

Certain re-measurements consist of fair value gains and losses oninvestment property revaluations and disposals and the gains and losses

arising on the re-measurement and disposal of derivative financial instruments, together with the associated fair value gains and losses on

any underlying hedged items that are part of a fair value hedging relationship, together with the related tax impact of these items.

? “Other operations” includes BAA Lynton, fees from our international retail and airport management contracts and other commercial

operations.
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4. Exceptional items

During the six months to 30 Septeh;iblév'r 2005,‘5"£7 m;illion bré 't'éx exceptional charge was recognised.
This related to costs in respect of the Delivering Excellence change programme.

For the year ended 31 March 2005, the profit on sale of investment properties and other property
related assets as part of the Airport Property Partnership (APP) transaction, is treated as exceptional
and disclosed within operating profit. Separate disclosure under IFRS of the APP transaction is
considered appropriate due to the nature and size of the transaction. )

5. Fair value gains on investment properties
On transition to IFRS, the Group adopted the policy of carrying its investment properties at fair value.

The practice adopted under UK GAAP was to undertake formal investment property valuations on an
annual basis at 31 March. At the time of the initial IFRS restatement of the 31 March 2005 results, it
was assumed that annual valuations would continue, although the possibility of a revision of this
practice was highlighted.

As a result of developing best practice, the directors have decided that, from this period onwards,
valuations will be undertaken at both 30 September and 31 March. A £49 million valuation gain has
been recognised in the six months to 30 September 2005 and has been shown as a re-measurement
within the middle column of the income statement.

To ensure comparability between the current period and the prior period a similar valuation has also
been performed at 30 September 2004 and the figures previously included within the IFRS transition
announcement of 15 March 2005 have been restated. The valuation gain for the six months ended 30
September 2004 of £244 million, together with the related deferred tax charge of £73m, have been
recorded in the income statement for that period.

in refation to the APP transaction, property carrying values at 30 September 2004 increased £96 million
to £729 million. This increase in valuation led to a reduction in the profit on disposal recognised as part
of the APP transaction.

Following the 50% profit restriction, reflecting BAA’s ongoing interest in APP, the net gains have been
revised to £48 million, as detailed in the table below:

" APP transaction profit As reported Revised Variance
based on valuation at 31 March 2004 at 30 September 2004
£m £m £m
Proceeds 793 793
Valuation (633) (729) 96
160 64
50% restriction 80 32
Transaction costs (1 [€D]
69 21
Profit release’ 4 4
[ Profit on transaction 73 25 (48) |
[ Netincrease in profit 48 |

! Release of profit restricted on previous property transactions.
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6. Fair value gains and losses on derivative financial instruments
Year ended 6 months ended 6 months ended
31 March 2006 30 September 2005 30 September 2004
£m £m £m
(unaudited) ~ 7 (unaudited {unaudited)
1 Electricity contracts T 20 4
(1) Foreign currency contracts 1) 1
- Derivative gains in operating profit - 1 5
(3) Cross currency and fixed to floating interest rate swaps - -
(20) Forward starting interest rate swaps (49) 5
(5) Loss on embedded derivative - convertible bond - (B
{28) Derivative losses in finance charges {49) -
{28) Total (48) 5

7. Tax on profit on ordinary activities

The taxation charge for the six months ended 30 September 2005 has been based on the estimated
effective rate for the full year, before certain re-measurements, of 30% (30 September 2004: 30%). In
the year ended 31 March 2005, the effective rate was 29%, before certain re-measurements and
exceptional items. For the 6 months to 30 September 2005 certain re-measurements consist of fair
value gains on investment property revaluation of £48 million and derivative losses of £48 million. A
deferred tax liability of £15 millon has been booked in relation to the increase in property valuation and
this has been offset by a deferred tax credit of £15 million arising from the derivative losses.

8. Dividends

The directors have declared an interim dividend of 7.25p per share (30 September 2004: 6.9p per
share) payable on 18 January 2006 to shareholders on the register at 11 November 2005. This
dividend is not reflected in these interim financial statements as it does not represent a liability at 30
September 2005.

Year ended 6 months ended 6 months ended

31 March 2005 30 September 2005 30 September 2004
£m £fm £m
(unaudited) {unaudited) {unaudited)

Equity dividends declared and paid during the period:
Final dividend for the year ended 31 March 2005 of 14.3p
142  (2004: 13.4p) per share ) 154 142

Interim dividend for the year ended 31 March 2005 of
73 6.9p (2004: 6.6p) per share - -

215 154 142

Equity dividend proposed
Proposed interim dividend for the year ending 31 March
2006 of 7.25p (30 September 2004: 6.8p, 31 March 2005;
154 14.3p) per share 78 73
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9. Earnings per share

Year ended 6 months ended 6 months ended
- 31 March 2005 30 September 2005 30 September 2004
£m £fm £m

{unaudited)

(unaudited)

{unaudited)

426

Praofit for the period before certain re-

256 244
measurements’

246  Certain re-measurements’ 1 174

672 Profit attributable to equity holders of the 257 - - 418
parént )

36 Interest on convertible bonds (net of tax) 20 16

708  Diluted profit 277 434

million million million

1,066 Average number of shares in issue 1,072 1,064

2 Share options 3 2

53 Conversion of 2.94% bonds due 2008 53 53

74 Conversion of 2.625% bonds due 2009 74 74

1,185 Diluted average number of shares in issue 1,202 1,193

pence pence pence

Adjusted basic” Adjusted basic’ Adjusted basic’

40.0  Earnings per share 23.9 22.9

Basic® Basic’ Basic®

63.0 Earnings per share 240 39.3

58.2 Diluted earnings per share =~ .- .- 23:1 36.4

' Certain re-measurements consist of fair value gains and losses on investment property revaluations and disposals and the
gains and losses arising on the re-measurement and disposal of derivative financial instruments, together with the associated fair
value gains and losses on any underlying hedged items that are part of a fair value hedging relationship, together with the related

tax impact of these items.

2 Adjusted basic earnings per share are calculated on earnings before certain re-measurements.

? Basic earnings per share are calculated on profit attributable to equity holders of the parent,

10. Tangible fixed assets

Airport fixed assets in the course of construction (excluding capitalised interest and the unwinding of the
discount on the purchase of the Thames Water land) include £2,847million (31 March 2005 £2,362
million, 30 September 2004 £1,967 million) in respect of Terminal 5 at Heathrow Airport. This includes
£181 million (31 March 2005 £179 million, 30 September 2004 £192 million) for the acquisition of land
for the construction of Terminal 5. The operational assets employed by the vendor of this land have
been relocated and the acquisition cost represents the present value of the estimated deferred
payments to be made over 35 years to the vendor in compensation for relocation.

Airport fixed assets in the course of construction also include £48 million in respect of costs incurred in
connection with the initial planning application preparation (£23 million) and purchase of domestic
properties that fall within the expanded airport boundary (£25 million), required for the development of a
second runway and related facilities at Stansted.

The Group’s investment properties are discussed in Note 5.

11. Pensions

Pension and other post-retirement liabilities comprise a deficit on the defined benefit pension fund of
£194 million (30 September 2004: £135 million; 31 March 2005 £182 million) and provision for

unfunded pension obligations and post retirement medical benefits of £22 million (30 September 2004:
£19 million; 31 March 2005 £22 million).
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12, ~ Cash and short-term deposits

a) Cash and short-term deposits

For the purpose of the consolidated cash flow-statement, cash and cash equivalents comprise the
following: '

31 March 2005 o ’ o 30 Septernber 2005 30 Septembe.:r 2004

£m £m £m
{unaudited) {unaudited) {unaudited)
167 Cash at bank and in hand 120 191
260  Short term deposits 141 168
427 261 359

For the purposes of the cash flow statement, cash and cash equivalents comprise cash at bank, cash in
hand and short-term deposits with an original maturity of three months or less held for the purpose of
meeting short-term cash commitments.

b) Analysis of net debt

Analysis of net debt 31 March Other 30 September 30 September
2005 Cash flow non cash 2005 2004
£m £m £m . £m £m
(unaudited)

Cash at bank and in hand 167 47) - 120 191
Short-term deposits 826 (636) - 190 630
Held-to-maturity financial assets 217 140 - 357 238
Borrowings due within one year (174) 70 10) (114) (171)
Borrowings due after more than one year {4,100) - 4 (4,096) (4,054)
(3,064) (a73) {6) (3,543) (3,166)

13. Contingent liabilities

Holders of US$109 million of Loan Notes of Warld Duty Free Americas, Inc. (now kncwn as DFA Inc)),
sold by BAA in October 2001, issued proceedings against BAA plc, World Duty Free pic and the
purchaser of DFA Inc. in May 2002 claiming the defendants had fraudulently conveyed the assets of
DFA Inc. A trial in December 2003 found BAA pic and World Duty Free plc not liable to the bond
holders on all counts. The WDFA bondholders appeal was heard in November 2004. Due to a
technical error, the appeal was reheard on 17 October 2005. - Management remain confident of a
successful outcome for BAA.

14. Reconcitliation of UK airports’ net retail income and net retail income per passenger
6 months ended 6 months ended
30 September 30 September
2005 2004
£m £m
{unaudited) {unaudited)
UK airports retail revenue 248 237
World Duty Free revenue 200 198
Less cost of sales (124) (123)
Net retail income ‘ 324 312
UK fixed wing passengers (m) 79.3 ) 77.3
Net retail income per passenger £4.08 £4.03
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15. White Paper

The Government's White Paper on aviation was published on 16 December 2003 and sets out the
Government’s policy for runway development in the UK. The Goverriment has chosen a second runway
at Stansted as its preferred location for the first new runway in the South East of England. As the
development of Stansted will be the subject of a planning inquiry, BAA is pressing ahead with the
necessary preparation of a plannlng ‘application and environmental impact assessment. The anticipated
costs of preparing for and undertaking the planning application are approximately £72 million to 31
March 2008. These costs are being capitalised as part of the runway development costs (see Note 10).

As part of its commitment to the Stansted development, BAA has announced three schemes (the Home
Value Guarantee Scheme, the Home Owners Support Scheme and the Special Cases Scheme) for
those people living near the airport whose homes will be affected by the airport expansion. The current
estimate of the net cost of the compensation schemes is up to £100 million (with approximately £29
million being incurred in this regulatory period). These costs are being capitalised as part of the runway
development costs (see Note 10).

The White Paper also commits BAA (and other airport operators) to offering noise mitigation measures
for existing airports and voluntary blight schemes for future airport activity at the larger UK airports
(those with more than 50,000 air traffic movements a year). BAA carried out a detailed examination of
these White Paper provisions and consulted extensively with local communities at its airports on the
implementation of potential schemes. Based on BAA's evaluation, it estimates that payments under the
noise schemes may amount to £7 million per annum for the next five years and up to £350 millicn over
the next 30 years for blight schemes.

16. Adoption of International Financial Reporting Standards (‘IFRS’)

In preparing the comparative financial information included within these interim financial statements,
amounts reported previously in financial statements under UK GAAP have been restated under IFRS.
These restatements were reported previously in our announcements on 15 March 2005 and 16 June
2005. Further adjustments to these previously reported IFRS figures have been made and the updated
figures are included in the reconciliation below.

Reconciliation of net assets under IFRS

(unaudited) 30 September 2004 31 March 2005
£m. £m
Net Assets — UK GAAP 5,181 5,501
Reclassification of minority interest 9 9
Deemed cost of fixed assets at fair value (IFRS 1)
Increase in book value of operational land 771 771
Impact of investment property revaluation at 30 September 2004 (IAS
40) - see Note 5 244 48
Net impact on presentation and measurement of financial instruments
(IAS 32/39) 38 5
Employee benefits (IAS 19)
Minor pension valuation differences (8) (7)
Holiday pay accrual (4) (5)
Increase in provision for deferred taxation (IAS 12)
Investment property revaluations (681) (654
Operational land valuation (152) (151)
Other items (31) (6)
Events after the balance sheet date (IAS 10)
Reversal of proposed final dividend creditor 73 154
Investments in associates and joint ventures
Overall impact of IFRS adoption (25) (23)
Other items (net) . - 31 7

Net Assets — IFRS - ) ) 5,446 5,649




Reconciliation of net profit under IFRS

e e n . R

Six hionfhe en;de'd )

’ Year ended

(unaudited) 30 September 2004 31 March 2005
) £m £m
Net Profit - UK GAAP Sl 252 546
Net impact on presentation and measurement ofﬂnanmal mstruments
(IAS 32/39) (6) (49)
Impact of investment property revaluations at 30 September 2004
and 31 March 2005 (IAS 40) — see Note & 244 268
Reduction in investment property disposal gains (IAS 40) - (28)
Charge in respect of share-based payments (IFRS 2) (3) (6)
Deferred taxation impact of above items (IAS 12) (69) (58)
Holiday pay accrual (IAS 19) 1 -
Net Profit — IFRS 419 673

Disclaimers

This announcement does not ‘constitute an invitation to underwrite, subscriber for, or otherwise acquire
or dispose of any BAA shares.

This announcement contains certain forward-looking statements with respect to the financial condition,
resuits, operations and businesses of BAA plc. These statements and forecasts involve risk and
uncertainty because they relate to events and depend on circumstances that will occur in the future.
There are a number of factors that could cause actual results or developments to differ materially from
those expressed or implied by these forward looking statements and forecasts.

Past performance is no guide to future performance and persons needing advice should consult an
independent financial adviser.

Financial Calendar

Ex-dividend date for 2005/06 interim dividend 9 November 2005
Record date for 2005/06 interim dividend 11 November 2005
2005/06 interim dividend payment date 18 January 2006
Pre-close trading update 28 March 2006
2005/06 full year results announcement 16 May 2006

For further information

Further information about BAA, its results or businesses, is available at www.baa.com. The results for
the six months ended 30 September 2005 will be published in The Times on 2 November 2005.

Registered office
BAA plc

130 Wilton Road N . L
~London SW1V1LQ . S S L A _ -
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