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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF ABP ACQUISITIONS
UK LIMITED (continued)

Matters on which we are requ.ired to report by exception
We have nothing to report in respect of the followmg matters where the Companies Act 2006

requires us te report to you if, in cur opinion:
» adequate accounting records have not been kept by the parent company, or returns adequate
- for our audit have not been received from branches not visited by us; or
» the parent company financial statements are not in agreement wfch the accounting records
and returns; or
» certain disclosures of directors’ remuneration specified by law are not made; or
. we have not received all the information and explanations we require for our audit,

Steven Lunn (Semor st
For and on behalf of Emst & Young LLP, Statutory Aunditor

London

9 3/&014
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ABP ACQUISITIONS UK LIMITED ANNUAL REPORT AND ACCOt}NTS 2010

Group income statement for the vear ended 31 December

2010 2009
Note £m £m
Group revenue 2 408.1 401.9
Cost of sales . ' (159.6) (168.5)
Gross profit 248.5 2334
Administrative expenses (74.9) (89.0)
Increase / {(decrease) in fair value of mvestment properties 10 22.7 (10.1)
Group operating profit ' 2,4 -196.3 1343
Analysed between:
Group operating profit before movement in fair value of
investment properties and acquisition related items 210.0 183.9
Amortisation of acguisition related adjustments (36.4) (35.5)
Increase / (decrease) in fair value of Investment properties 10 22.7 (10.1)
Finance costs 3 (309.6) (297.9)
Net unrealised (loss) / gain on interest rate swaps at fair value 3 (127.4) 361.6
Finance income 3 18.3 22.9
Share of profit / (loss) in associated undertakings 11 2.7 (3.6)
(Loss) / profit before taxation 2 (219.7 217.3
Taxation 6 82.2 (51.2)
(Loss) / profit attributable to equity shareholder 2,22 (137.5) 166.1

The company has not presented its own income statement as permitted by s408 of the Companies
Act 2006. The parent company's result attributable to equity shareholder amounted to a loss of
£362,1m (2009: profit £151.6m). The company did not pay any dividends during the current or
prior year. All results are derived from continuing operations in the United Kingdom.

Statement of comprehensive income for the year ended 31 December

2010 2009
Note Em £m
(Loss) / profit attributable to equity shareholder 22 (137.5) 166.1
Other comprehensive income / (expense):
Surplus arising on revaluation of investment property 10,22 0.3 0.4
Shate of associated undertakings' actuarial gain / (loss) relating to
net retirement benefit liabilities . 11,220 0.9 (6.1
Actuarial gain / (loss) relating to net retirement benefit assets 12,22 7.3 (53.1)
Fair value loss on forward foreign exchange contract 16,22 (0.2) (1.8)
Deferred tax associated with actuarial (gain) / loss relating to net
retirement benefit assets ) . 19,22 (2.0) 14.8
Deferred tax associated with fair value loss on forward foreign
exchange contract 19,22 - 0.5
Deferred tax arising on revaluation of investment property 19,22 0.1) 3.7}
Other comprehensive iuconze / (expense) for the period, net of
tax 6.2 (48.0}
Total comprehensive (expense) / income for the period, net of
tax, atiributable to equity shareholder (131.3) 117.1

The notes on pages 12 to 58 form part of these financial statements.
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ABP ACQUISITIONS UK LIMITED ANNUAL REPORT AND ACCOUNTS 2010

Balance sheets as at 31 December

Group Company
2010 2009 2010 2009
Note £m £m £m £m
Assets
Non-current assets
Goodwill 7 1,045.9 1,052.6 - -
Intangible assets 8 270.3 2849 - -
Property, plant and equipment 9 1,484.0 1,507.2 - -
Investment property 10 667.3 642.3 - -
[nvestments 11 179.7 176.1 2,824.1  2,830.7
Retirement benefit assets 12 20.0 37 - -
Trade and other receivables 13 0.8 1.1 - -
3,668.0 3,677.9 2,824.1  2,830.7
Current assets
Property developments and land held for sale 14 2.5 3.0 - -
Derivative financial instrnunents 16 01 0.3 - -
Trade and other receivables 13 191.9 185.4 924.1 64.5
Cash and cash equivalents 15 20.7 41,5 - -
215.2 230.2 94.1 64.5
Total assets 2 3,883.2 3,908.1 2,918.2  2.8952
Liabilities
Current liabilities -
Financial liabilities — borrowings 15 (521.0) (356.9) (520.1)  (3%96.1)
Derivative financial instruments 16 (282.7) (155.3) (282.7)  (155.3)
Trade and ofher payables 17 (65.9) (80.1) (833.7)  (340.9)
Current tax Habilities (3.1 3.0 - -
Provisions 18 (14.8) (12.4) - -
(887.5) (647.8) (1,336.5)  (892.3)
Non-current liabilities '
Financial liabilities — borrowings 15 (3,320.6) (3,3%1.4) 2,773.8) (2,830.5)
Retirement benefit obligations 12 3.1 (2.9 - -
Deferred tax liabilities 19 (277.2) (330.7) - -
Provisions 18 t7.8) (13.1) - -
Other non-current liabilities - 20 (0.3) 4.2) (0.4) (2.8)
(3,609.0) (3,742.3) (2,774.2) (2,833.3)
Total liabilities 2 (4,496.5)  (4390.1)  (4,110.7) (3,725.6)
Net labitities {613.3) (482.0) (1,192.5) {830.4)
Shareholder’s equity
Share capital 21,22 - - - -
Revaluation reserve 22 57.8 34.8 - -
Hedging reserve 22 0.1 0.3 - -
Accumulated Josses 22 (671.2) (517.1) (1,192.5)  (830.4)
Total shareholder’s equity (613.3) (482.0) (1,192.5) (830.4)

The financizl statements on pages 8 to 58 were approved by the board of directors on 23 Febmary 2011

and sjgned on its behalf by:

A

James Clopér
Directo
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ABP ACQUISITIONS UK LIMITED ANNUAL REPORT AND ACCOUNTS 2010

Statements of cash flows for the year ended 31 December

Group Company
2010 2009 2010 2009
Note fm £m £m £m
Cash flows from operating activities
Cash generated from operations 23 243.5 2269 216.9 145.9
Interest paid (178.6) (153.0)  (169.9) (141.8)
Interest received 0.4 0.4 - -
Taxation 0.1) - (0.1) -
Net cash inflow from operating activities 65.2 74.3 46.9 4.1
Cash flows from investing activities
Acquisition of subsidiary undertakings, net of
cash acquired 5.0 (2.5) 3.9 4.1
Proceeds from sale of property, plant and
equipment 4.6 0.9 - -
Proceeds from sale of investment property - 0.7 - -
Purchase of intangible assets {0.2) 0.3) - -
Purchase of property, plant and equipment (3L.0)  (46.0) - -
Purchase of investment property {1.2) (4.9 - -
Net cash (outflow) / inflow from investing
activities (22.8)  (52.1) 3.9 (4.1
Cash flows from. fimancing activities
Decrease in borrowings (62.8) (5.0) (50.8) -
Repayment of obligations under finance leases (0.4 (0.3) - -
Net cash outflow from financing activities (63.2) (5.3) (50.8) -
(Decrease) / increase in cash and cash
equivalents during the year (20.8) 16.9 - -
Cash and cash equivalents at 1 January 41.5 24.6 - -
Cash and cash equivalents at 31 December 23 20.7 41.5 - -

Reconciliation of net cash flow to movement in net borrowings for the year ended 31

December
Group Company
2010 2009 2010 2008
Note £m £m £fm £m
(Decrease) / increase in cash and cash
equivalents during the year (20.8) 16.9 - -
Decrease m borrowings 62.8 5.0 50.8 -
Repayment of obligations under finance
leases 0.4 0.3 - -
Decrease in net borrowings resulfing
from cash flows 42.4 22.2 50.8 -
Discount on debt buy-back 5.3 - 3.8 -
Borrowings waived by fellow group
undertaking 8.0 20.0 8.0 20.0
Increase in inferest payable (129.8) (143.5)  (129.9) (i43.8)
Change in net borrowings during the
year (74.1) (101.3) (67.3) (123.8)
Net barrowings at | January (3,746.8) (3,645.5) (3,226.6) (3,102.8)
Net borrowings at 31 December 15 (3,820.9) (3,746.8) (3,293.9) (3,226.6)
10
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ABP ACQUISITIONS UK LIMITED ANNUAL REPORT AND ACCOUNTS 201¢

Statements of changes in equity for the year ended 31 December

Group
Share Revaluation  Hedging Accumulated
capital reserve reserve fosses Total
£m £m £m £m £m
At 1 January 2010 - 34.8 03 (517.1)  (482.0)
Loss for the year - - - (137.5) (137.5)
Other comprehensive income /
{(expense) - 23.0 (0.2) {16.6) 6.2
Total comprehensive income / ,
(expense) - 23.0 (0.2) (154.1) (131.3)
At 31 December 2010 - 57.8 0.1 (671.2) (613.3)
Group
Share Revaluation  Hedging Accumulated
capital reserve reserve losses  Total
£m £m £fm £m £m
At 1 January 2009 - 44.5 1.6. (6452} (599.1)
Profit for the year - - - 166.1 166.1
Other comprehensive expense - 5.7 (1.3) (38.0)  (49.0%
Total comprehensive (expense} / .
income - (9.7) (1.3) 128.1 117.1
At 31 December 2009 - 34.8 0.3 (517.1) (482.0)
Company
Share Revaluation Hedging Accumulated
~ capital reserve reserve losses Total
£m £m £m

At 1 January 2010
Loss for the year

- (830.4) (830.4)
- (362.1)  (362.1)

At 31 December 2010

- (1,192.5) (1,192.5)

Company
Share Revaluation  Hedging Accumulated
capital reserve reserve losses Total
£m £m £m
At 1 January 2009 - - - (982.0) (982.0)
Profit for the year - - - 151.6 151.6
At 31 December 2009 - - - {830.4) (830.4)

11
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ABP ACQUISITIONS UK LIMITED ANNUAL REPORT AND ACCOUNTS 2010

Notes to the financial statements
1. Accounting policies
[.I  Basis of preparation

Going concerr basis

The directors have carried out a thorough review that indicates that the group will have adequate
resources to continue to trade for the foreseeable future. The group’s liabilities include interest rate
swaps with a fair value of £282.7m (2009: £155.3m) expiring in 2036, interest accrued in relation to
the loan from its immediate parent undertaking of £519.2m (2009: £395.1m) repayable in 2016, and
the loan from its immediate parent undertaking of £1,062.2m (2009: £1,062.2m) also repayable in
2016. Given the maturity dates of these liabilities management are confident that the group has the
ability to continue to trade for the foreseeable future and therefore the financial statements have
been prepared on a going concern basis,

Other basis of preparation

These financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRSs”) as adopted by the European Union. The financial statements have been
prepared on a going concern basis under the historic cost convention, except for investment
property, land held for development and derivative financial instruments that have been measured at

fair value.

The consolidated finencial statements include the accounts of the company, all of its subsidiary
wndertakings (fully consolidated) and its share of the results of all of its associated undertakings
(accounted for under the equity method). The group's subsidiary and associated undertakings
prepare their financial statements under IFRS or in isolated cases UK GAAP converted to IFRS for
consolidation purposes. The financial statements of the subsidiaries are prepared for the same
reporting period as the parent company, using consistent accounting policies. All intra-group
balances and transactions are eliminated in full. The results of subsidiary undertakings acquired are
included from the date of acquisition (being the date control is obtained), using the acquisition
method of accounting. The results of discontinued operations are included up to the date of disposal
(being the date that conirol ceases).

The preparation of financial statements in conformity with generally accepted accounting principles
requires the use of estimates and assumptions that affect the reported amounts of assets and
liabilities at the date of the financial statements and the reported amounts of revenues and expenses
* during the reporting period. Although these estimates are based on management's best knowledge
of the amount, event or actions, actual results may ultimately differ from those estimates,

Management believes that the most critical accounting policies and the most significant areas of
judgment and estimation are revenue and profit recognition, property, plant and equipment,
intangible assets, impairment of assets, investment property, taxation, and retirement benefits.

The financial statements are presented in sterling and all values are rounded fo the nearest tenth of a
million (£m) except where otherwise indicated.

1.2 Changes in accounting policy

The group accounting policies are consistent with those of the previous year and reflect new IFRS
standards, amendments and interpretations where appropriate.

12
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ABP ACQUISITIONS UK LIMITED ANNUAL REPORT AND ACCOUNTS 2010
Notes to the financial statements

1. Accounting policies (continued).

1.2 Changes in accounting policy (continued)

The group has reviewed IFRS standards, amendments and interpretations that became mandatory

for accounting periods beginning after 1 January 2009 and considers that none of these have an.

immediate or material impact on ifs financial statements.

The TASB and IFRIC have issued the following standards, amendments and interpretations with an
effective date of implementation for accounting periods beginning after the start of the group’s
current year financial statements, The directors do not anticipate that the adoptlon of these
standards, amendments and interpretations will have a material impact on the group s financial

statements in the period of initial application:

Effective for
accounting periods
beginning on or

‘ after
IFRS 7 (amendment)  Disclosures — Transfers of Financial Assefs (not EU 01.07.2011
endorsed)
Improvements to Amendments to various standards (not EU . 01.01.2011
IFRSs endorsed) o
TFRS 1 (amendment) Limited Exemption from Comparative IFRS 7 01.07.2010
Disclosures for First-time Adopters
IFRIC 14 Prepayments of a Minimum Funding Requirement 01.01.2011
{amendment) '
IFRIC 19 Extinguishing Financial Liabilities with Equity : 01.07.2010
Instruments
IFRS © Financial Instruments (not EU endorsed) 01.01.2013
IAS 24 (revised) Related Party Transactions 01.01.2011
IAS 32 (amendment) ~ Classification of Rights Issues ' 01.02.2010

13
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ABP ACQUISITIONS UK LIMITED ANNUAL REPORT AND ACCOUNTS 2010

Notes to the financial statements
1. Accounting policies (continued)

1.3  Critical accounting policies, estimates and judgments

The directors consider the following to be the most important accounting policies in the context of
the group's operations. The crifical estimates and judgments in applying these policies are
described below:

Revenue and profit recognition
Revenue comprises the amounts receivable in respect of ports and fransport services provided to

third parties, income from investment properties and sales of property developments, excluding
related sales taxes. Revenue and profit, in relation to the provision of ports and transport services
and income from investment property, are recognised in line with the provision of the service.

Revenue and profits or losses arising on the sale of sites or completed developments are recognised
when contracts for sale have been exchanged and when all material conditions have been satisfied.

Property, plant and equipment
Property, plant and equipment is carried at cost adjusted for subsequent additions and disposals.

Transfers from investment property are made at the carrying value at the last balance sheet date.

Borrowing costs directly attributable to the construction of major addltlons to non-current assets are
capitalised as part of the cost of those assets.

Capital investment grants are credited against the carrying cost of the asset to which they relate.
Transfers of property, plant and equipment to investment properties are reflected net of any
unamortised capital investment grants.

Transfers of property from non-current assets to current assefs, property developments and land
held for sale, are made at the higher of market valve on the date of transfer or the carrying value at

the last balance sheet date.

Depreciation is provided on a straight-line basis spread over the expected useful economic lives of
the various types of asset and having taken account of the estimated residual values. Estimated
residual values are reviewed and updated annually. Estimated useful lives extend up to a maximum
of 50 years for capital dredging costs, dock structures, roads, quays and buildings, up to 30 years for
floating craft and range between two and 30 years for plant and equipment. Frechold land is not

depreciated.

Intangible assets

Purchased intangible assets, primarily customer relaﬂonshps (acquired as part of the group’s
acguisition of Associated British Ports Heldings Limited) and computer software, are capitalised at
fair value on the date of acquisition and capitalised at cost, respectively. These assets are amortised
on a straight-line basis over their useful economic lves, which range from 3 to 30 years,
Development costs incurred on internal projects are only capitalised where the future economic
benefit can reasonably be assessed as assured.

- Impairment of assets

The group assesses at each reporting date whether there is an indication that an asset may be
impaired. If any indication exists, ox when annual impairment testing for an asset is required, the

14
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ABP ACQUISITIONS UK LIMITED ANNUAL REPORT AND ACCOUNTS 2010
MNotes to the financial statements

1. Accounting policies (continued)

1.3 Critical accounting policies, estimates and judgments (continued) -

Impairment of assets . _
group estimates the asset’s recoverable amount. An asset’s recoverable amount is the higher of an

asset’s or cash-generating unit’s {CGU) fair value less costs to sell and its value in use, and is
determined for an individual asset unless the asset does not generate cash inflows that are largely
independent of those from other assets or groups of assets. Where the carrying amount of an asset
or CGU exceeds its recoverable amount, the asset is considered impaired and is written down to its
recoverable amount. In determining fair value less costs to sell, an appropriate valuation model is
used. These calculations are corroborated by valuation multiples, quoted share prices for publicly
traded subsidiaries or other available fair value indicators. In assessing value in use, the estimated
futnre cash flows are discounted to their present value using a pre-tax discount rate that reflects
current markets assessments of the time value of money and the risks specific to the assets.

Impairment losses of continuing operations are recognised in the income statement in those expense

. categories consistent with the function of the impaired asset, except for property previously
revatued where the revaluation was taken to equity. In this case the impairment is also recognised
n equity up to the amount of any previous revaluation,

For assets exclnding goodwill, an assessment is made at each reporting date as to whether there is -

any indication that previously recognised impairment losses may no longer exist or may have
decreased. If such, indication exists, the group estimates the asset’s or cash-generating umit’s
recoverable amount. A previously recognised impairment loss is reversed only if there has been a
change in the assumption used to determine the asset’s recoverable amount since the last
impairment loss was recognised. The reversal is limited so that the carrying amount of the asset
does not exceed its recoverable amount, nor exceed the carrying amount that would have been
determined, net of depreciation, had no iropairment loss been recognised for the asset in prior years.
Such reversal is recognised in the income statement unless the asset is carried at the revalued
amount, in which case the reversal is treated as a revaluation increase.

The following criteria are also applied in assessing impairment of specific assets:

Goodwill
Goodwill is tested for impairment annually as at 31 December and when circomstances indicate that

the carrying value may be impaired.

Impairment is determined for'goodwill by assessing the recoverable amount of each cash-generating
unit {or group of cash-generating units) to which the goodwill relates. Where the recoverable
amount of the cash-generating unit is less than its carrying amount an impairment loss is
recognised. Tmpairment losses relating to goodwill are not reversed in future periods.

Intangible assets
Intangible assets are reviewed for indications of impaimment af least annually as at 31 December,

either individually or at the cash generating unit level, as appropriate. When circumstances indicate
that the carrying value may be impaired an impairment review is carried out as described above,

Investment property

Tnvestment property comprises land and buildings within the port estate that are held for long-term’

reptal yields and are mot occupied by the group. Investment properties and land held for
development are stated at fair value. In accordance with_ TAS 40 Investment Property, revaluations

15

A235



ABP ACQUISITIONS UK LIMITED ANNUAL REPORT AND ACCOUNTS 2014

Notes to the financial statements
1. Accounting policies {continued)
1.3 Critical accounting policies, estimates and judgments (continued)

Investment property
are conducted annually by the directors and by external valuers at least once every five years.

Assumptions considered in arriving at fair values include such factors as the tenure/tenancy details,

the strength of the covenant and prevailing market yields. Surpluses or deficits arising on the .

revaluation of investment property are recognised in the income statement.

Transfers from investment property to properfy, plant and equipment or property development and
land held for sale are made at the carrying amount of the asset at the date of transfer. Properties
transferred into investment property from property, plant and equipment axe revalued at the date of
transfer with resulting gains recognised in other comprehensive income to the extent that they do
not reverse previous revaluation losses on the same asset recognised in the income statement.
Losses on the initial valuation of properties transferred from property, plant and equipment are
recognised in the income statement unless they reverse gains previously recognised in other
comprehensive income on the same asset,

Obligations in relation to leasehold properties classified as investment property are recorded as
finance leases. Investment property in the course of construction is measured at cost including
interest and other net outgoings until such time as it is possible to determine fair value, with the
exception of underlying land, which is included at carrying value before construction commenced.

Taxation
Current tax, including UK corporation tax, is provided at amounts expected to be paid (or
recovered) using the tax rates and laws that have been enacted or substanfively enacted by the

balange sheet date.

Deferred tax is recognised in respect of all temporary differences, except to the extent that the
deferred tax liability arises from: (2) the initial recognition of goodwill; (b} goodwill for which
amortisation is not deductible for fax purposes; or (c) the initial recognition of an asset or liability in
a transaction which is not a business combination and which at the time of the transaction affects

neither accounting profit nor taxable profit.

Temporary differences are differences between the tax base value of assets and liebilities and their
carrying amount as stated in the financial statements. These arise from differences between the
valuation, recognition and amortisation bases used in tax computations compared with those used in

the preparation of financial statements under [FRS.

Deferred tax liabilities are measured at the average tax rates that are expected to apply in the
periods in which the temporary differences are expected to reverse, based on tax rates and laws that
have been epacted or substantively enacted by the balance sheet date. The group's deferred tax
provision is measured on an undiscounted basis.

Deferred tax assets are recognised to the extent that it is probable that fiture taxable profit will be
aveilable to facilitate the realisation of such assets.

Retirement benefits _
The group accounts for pensions and similar benefits under TAS 19 Employee Benefits.

In respect of defined benefit plans, obligations are measured at their discounted present value using
the projected unit cost method, while benefit plan assets are recorded at fair vaiue. The operating
and financing costs of such benefit plans are recognised as staff costs in the income statement,
service costs are spread systematically over the expected service lives of employees and financing

16
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ABP ACQUISITIONS UK LIMITED ANNUAL REPORT AND ACCOUNTS 2010
Notes to the financial statements
1. Accounting policies {continued)

1.3 Critical accounting pelicies, estimates and judgments (continued)

Retirement benefits .
costs are recognised in the periods in which they arise. Actuarial gains and losses are recognised

immediately in the statement of recognised income and expense.

The group participates in a number of multi-employer defined benefit pension schemes. Where the
group is unable to determine its share of the assets and liabilities on a consistent and reliable basis it
accounts for these schemes as defined contribution schemes. Further information on these schemes

is contained within note 12.

Payments to defined contribution schemes are charged as an expense as they fall due.
1.4 Other accounting policies

Exceptional items
Exceptional items are those significant items which are separately disclosed on the face of the

income statement by virtue of their size or incidence to enable a full understanding of the group’s
financial performance. _

Borrowing costs
Borrowing costs directly attributable to the acquisition, construction or production of an asset that

necessarily takes a substantial period of time to get ready for its intended use or sale are capitalised
as part of the cost of the respective assets. All other borrowing costs are expensed in the period in
which they occur. Borrowing costs consist of interest and other costs that the group incurs in

connection with the borrowing of funds.

Leases .
The determination of whether an arrangement is, or contains, a lease is based on the substance of

the arrangement at inception date: whether fulfilment of the arrangerment is dependent on the use of
a specific asset or assets or the arrangement conveys a right to. use the asset.

For arrangements entered into prior to 1 January 2003, the date of inception is deemed to be
Janmary 2005 in accordance with the transitional requirements of IFRIC 4, '

Group as a lessee
Finance leases, which transfer to the group substantially all the risks and rewards of ownership of

the Jeased item, are capitalised at the commencement of the lease af the fair value of the leased asset
or, if lower, at the present value of the minimum lease payments. Finance lease payments are
apportioned between finance charges and reduction of the lease liability so as to achieve a constant

rate of interest on the remaining balance of the liability. Finance charges are recognised in the .

income statement,

Leased assets are depreciated over the wseful life of the asset. However, if there is no reasonable
certainty that the group will obtain ownership by the end of the lease term, the asset is depreciated
over the shorter of the estimated useful life of the asset and the Jease term.

Operating leases, which don’t fransfer to the group substantially all the risks and rewards of
ownership of the leased item, are not capitalised.

17
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ABP ACQUISITIONS UK LIMITED ANNUAL REPORT AND ACCOUNTS 2010

Notes to the financial statements
1. Accounting policies (continued)
1.4 Other accohntiﬁg policies (continued)

Group as g lessee
Operating lease payments are charged to the income statement on a straight line basis over the lease

term.

Group as a lessor
Leases where the group does not transfer substantially all the risks and rewards of ownership of the

asset are classified as operating leases. Initial direct costs incurred in negotiating an operating lease
are added to the carrying amount of the leased asset and recogrised over the lease term on the same
basis as rental income, Contingent renis are recognised as revenue in the period in which they are

earned.

Investment in subsidiaries .
Investments in subsidiaties are stated at cost and reviewed for impairment at least annually.

Property developments and land held for sale
Property developments and land held for sale are stated at the lower of cost (or transfer value, if

transferred from non-current assets) and fair value less costs 1o sell.

Transfers of property from property developments and land held for sale to non-current assets are
made at the lower of its carrying amount and estimated fair value less costs to sell as at the date of

transfer.

Cash and cash equivalents
The group defines these as shori-term highly liquid investments readily convertible.into known
amounts of cash. They are normally represented by bank deposits with an original maturity of less

than three months less borrowings that are repayable on demand.

Business combinations and goodwill

Purchased goodwill arising on consolidation, representing the excess of the cost of acquisition over
the fair value of the identifiable assets less liabilities and contingent Habilities acquired, is
capitalised in the-year in which it arises and is thereafter subject to impairment reviews annually
and when there are indications that the carrying value may not be recoverable.

Investment in assoclates
The group’s investment in associates is accounted for using the equity method of accounting. An

associate is an enfity in which the group has significant influence. Under the equify method, the
investment in the associate is carried in the balance sheet at cost plus post acquisition changes in the
group’s share of net assets of the associate. Goodwill relating to the associate is included in the
carrying amount of the investment and is not amortised or separately tested for impairment. The
income statement reflects the share of the results of operation of the associate, Where there has
been a change recognised directly in the equity of the associate, the group recognises its share of
any changes and discloses this, when applicable, in other comprehensive income. Unrealised gains
and losses resulting from iransactions between the group and the associate are eliminated to the
extent of the interest in the associate.
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Notes to the financial statements
1. Accounting policies (continued)

1.4 Other accounting policies {contimued)

Investment in associates
The share of profit of asscciates is shown on the face of the income statement. This is the profit

attributable to equity holders of the associate and therefore is profit after tax and minority interests
_in the subsidiaries of the associates.

The financial statements of the associate are prepared for the same reporting pericd as the parent
company. Where necessary, adjustments are made to bring the accounting policies in line with

those of the group.

After application of the equity method, the group determines whether it 1s necessary to recognise an
additional impairment loss on the group’s investment in its associates. The group determines at
each balance sheet date whether there is any objective evidence that the investment in the associate
is impaired, If this is the case the group calculates the amount of impairment as the difference
between the recoverable ammount of the associate and 1its carrying value and recognises the armount

in the income statement.

Financial instruments
Trade and other receivables are recognised initially at fair value and subsequently measured at

amortised cost using the effective interest method, less any provision for impairment. A provision

for impeirment of trade receivables is made when there is objective evidence that the group may not
be able to collect all amounts recorded within the balance sheet. Costs for impairment of
receivables are recorded within administrative expenses.

Fixed deposits, comprising principally of funds held with banks and other financial institutions,
shori-term borrowings and overdrafts are classified as loans and receivables and held at amortised

cost.

Trade and other payables are recognised inttially at fair valne and subsequently measured at
amortised cost using the effective interest method.

Borrowings are initially recognised at fair value, net of transaction costs incurred and are
subsequently held at amortised cost. Any difference between the amount initially recognised and
the redemption amount is recognised in the income statement over the peried of the loan, using the

effective interest method.

Derivative financiel instruments utilised by the group comprise interest rate swaps and forward
foreign exchange contracts, All such instruments are used for hedging purposes to manage the risk
profile of an existing underlying exposure of the group in line with the group's risk management
policies. All derivative instruments are initially recorded in the balance sheet at fair value.
Recognition of gains or losses on derivative instruments depends on whether the instrument is

designated as a hedge and the type of exposure it is designed to hedge.

(Gains or losses, for qualifying derivative instruments demgnated as fair value hedges, are recorded
in the income statement together with the changes in the fair value of the item betng hedged.

The effective part of gains or losses on qualifying cash flow hedges is deferred in equity until the

impact from the hedged item is recognised in the income statement. The ineffective portion of such
gains or losses 1s recognised in the income statement immediately.
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1. Accounting policies (continued)

1.4 Other accounting policies (continued)

Gains or losses on the qualifying part of net investment hedges are recogniged in equity; the
ineffective portion of such gains or losses is recognised in the income statement.

Gains and losses on derivative instruments not qualifying for hedge accounting are taken fo the
income statement.

Provisions

Provisions are recognised when the group has an obligation in respect of a past event, it is more
likely than not that a payment (or a non cash settlement) will be required to settle the obligation and
where the amount can reliably be estlmated Provisions are discounted when the time value of

money is considered material.

Share capital
Shares are classified as equity or debt or a combination of the two depending on the terms of the

instrument. External costs direcily atiributable to the issue of new shares are apportioned as either
debt or equity on the same basis.

Dividends

Dividend receipts and payments are recognised in the period when they become & binding
obligation on the paying company.
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2. Segmental analysis

The group is a leading provider to ship and cargo owners of innovative and high-quality port
facilities and services, The group is organised into three reportable operating segments:

a. Ports & transport - port-related activities
b, Property investment - rental income from tenants on port estates not using port facilities-

c. Property development - sales of surplus non-operational land and property.
All of the group’s operating activities are undertaken within the UK.

The group’s reportable operating segments have been identified in accordance with the pnnclples of
IFRS 8. Theidentified operating segments are the same as last year.

There are immaterial sales between business segments. Segment assets incinde goodwill, intangible
assets, property, plant and equipment, investment property, investments, trade and other receivables
and property developments and land held for sale. Segment liabilities include trade and other
payables, provisions and other non-current liabilities.

2010 2009
fm £m

Group revenue ' '
Ports & transport 4041 397.7
Property investment 39 . 42
Property development ' 0.1 -
Group revenue 408.1 401.9
Group operating profit
Ports & transport 206.8 180.6
Property investment ' 31 3.3
Property development ' 0.1 -
Group underlying operatmg profit 210.0 183.9
Increase / {decrease) in fair value of investment proper‘ues 22.7 (10.1)
Amortisation of acquisition related adjustments r (36.4) (358.5)
Group operating profit : 196.3 134.3
Net finance (costs) / income (418.7) 86.6
Share of profit / (loss) in associated undertakings > 2.7 (3.6)
(L.oss) / profit before taxation (219.7) 2173
Taxation 8§2.2 (51.2)
(L.oss) / profit attributable fo equity shareholder (137.5) 166.1

Tmnerease in fair value of investment properties comprised £21.3m (2009: decrease of £9.6m) in
‘relation to the group's ports and transport segment, £1.4m (2009. decrease of £0.5m) in relation to
the group's property investment segment and £nil (2009: £nil) in relation to the group's property

development segment.
“Share of (loss) / profit in associated undertakings relates to the group’s ports and transport

segment.
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2. Segmental analysis (continued)

2010 2009
fm fm

Segment assets :
Ports & transport 3,601.3 3,589.0
Property investment 58.6 37.6
Property development 2.8 38.9
Share of associated undertakings 179.7 176.1
Total segment assets 3,8424 3,862.6
Group assets
Derivative financial instruments 0.1 0.3
Cash and cash equivalents 20.7 41.5
Retirement benefit assets 20.0 3.7
Total group assets 40.8 45.5
Total assets 3,883.2 3,908.1
Segment Habilities
Ports & transport (86.6) (83.6)
Property investment - -
Property development 2.2) {26.2)
Total segment liabilities (88.8) (109.8)
Group liabilities .
Borrowings (3,841.6) (3,788.3)
Derivative financial instruments (282.7) (155.3)
Retirement benefit obligations 3.1) (2.9)
Other liabilities (280.3) (333.8)
Total group liabilities 4,407.7) (4,280.3)
Total liabilities (4,496.5) (4,390.1)
Total capital expenditure >
Ports & transport 33.0 49.3
Property investroent - 0.1
'T'otal capital expenditure 33.0 49.4
Total depreciation and amortisation
Ports & transport 78.9 80.2

! Share of associated undertakings velates fo the group’s ports and transport segment,
4 Capital expenditure comprises the balance sheet additions for intangible assets, property, plant &
equipment, and investment property.
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3. Finance costs / (income)

. 2010 2009
_ £m £m
Bank loans and overdrafts 128.2 132.1
Finance leases 0.2 0.2
Amortisation of borrowing costs 5.8 5.8
Loan from parent undertaking 174.1 158.0
Other 1.6 2.6
Less: finance costs capitalised on non-current assets (note 9) (0.3) {0.8)
Finance costs 309.6 297.9
Discount on debt buy-back (5.3) -
Interest receivable from parent undertaking (3.1) -
Other finance income (1.9) {2.9)
Interest receivable (10.3) (2.9)
Waiver of loan due to group undertaking (8.0 (20.0
Finance income {18.3) (22.9)
Net unrealised loss / (gain) on interest rate swap at fair value 1274 {361.6)
Net finance costs / (income) 418.7 (86.6)
4. Operating profit
Operating profit is stated after charging / (crediting):
2010 2009
£m £m
Depreciation
Owned property, plant and equipment — other 42.0 40.2
Owned property, plant and equipment — acquisition related adjustments 11.8 12.3
Leased property, plant and equipment 0.3 0.3
Amortisation
Amortisation of intangible assets — other 6.2 0.3
Amortisation of intangible assets — acquisition related adjustments 24,6 27.1
Profit on disposal of non-current assets {4.2) (0.8)
Other operating lease rentals payable .
Plant and equipment 2.7 3.2
Property 1.3 0.9
Repairs and maintenance expenditure on property, plant and equipment 15.0 14.4
Trade receivables impairment IFRS 7 0.8 0.9
Auditor’s remuneration
Audit services — statutory audit 0.3 0.3

Auditor’s remuneration in respect of the gudit of the company and its group accounts is included in
auditor’s remuneration above but the costs have been borne by another group undertzking. In
addition to their remuneration for audit services shown above, Emst and Young LLP (2009: Ernst
and Young LLP) also received fees for tax services of £13,000 (2009 £11,000) and fees for

corporate finance services of £10,000 (2009: £nil).
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4., Operating profit (continued)

In addition to the above services, Ernst & Young LLP (2009: Ernst & Young LLP) acted as auditor
to the group's main defined benefits pension scheme - The Associated British Ports Group Pension
Scheme. The appointment of auditors to the group's pension schemes and the fees paid in respect of
those audits are agreed by the trustees of each scheme, who act independently from the management
of the group. The aggregate fees paid to the group's auditor for audit services to the pension
schemes during the period were £21,115 (2009: £23,200).

5. Directors and employees

Staff costs are analysed as follows:

_ 2010 2009
Staff costs £m £m
Wages and salaries 67.5 65.3
Social security costs 6.8 6.1
Pension costs (note 12) 2.8 4.5
Total staff costs 77.1 75.9

The monthly average number of people employed during the period was 1,926 (2009: 2,069), of
which 1,908 (2009; 2,047) people were employed in the ports and transport segment, 16 (2009: 20)
in the property investment segment and 2 (2009:2) in the property development segment.

Key management compensation is analysed as follows:

2010 2009
Key management compensation im fm
Short-term employee benefits 4,0 3.0
Post-employment benefits 0.5 0.5
Other long-term benefits - 0.9 0.4
Total key management compensation 5.4 3.9

 Key management comprises the directors of the company and of the group's principal subsidiaries,
Assoclated British Ports Holdings Limited and Associated British Ports.

The directors of the company received no emoluments for their services to the company, neither did
they participate in any of the group’s pension schemes.
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6. Taxation
2010 2009
Analysis of (¢redit) / charge for the year £m £m
Current tax — current year (26.6) (31.5)
Current tax — prior year - (0.5)
Deferred tax (note 19) - (55.6) 83.2
Taxation (82.2) 51.2
2010 2009
Tax on items charged to equity £m fm
Deferred tax {charge) / credit on actuarial (gain) / loss relating to net
retirement benefit asset (2.0} 14.8
Deferred tax credit on foreign exchange hedge - 0.5
Deferred tax charge arising on revaluation of investment property (0.1) (3.7)

The taxation credit (2009: charge) for the year is higher (2009: lower) than the standard rate of

taxation in the UK of 28.0% (2009: 28.0%). The differences are explained below:

2019 2009
: fm-* fm
(Loss) / profit before taxation (219.7) 217.3
(Loss) / profit before taxation multiplied by standard rate of corporation tax
in the UK of 28.0% (2009: 28.0%) (61.5) 60.8
Effects of:
Tax charge / (credit) associated with the exercise of share options not
previously recogmised in deferred tax 0.5 (0.8)
Income niot chargeable to tax (5.8) 4.7
Share of (profit) / loss in associated undertakings (0.8) 0.5
Property disposals - 0.2
Reduction in deferred taxes due to reduction in tax rate (10.1) -
Tax in respect of prior years (4.2) (4.8)
Other (0.3) -
Total tax (credit) / charge for the group (82.2) 51.2
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7. Goodwill
. . 2010 2009
Group : . £m fm
Cost and net hook value .
At 1 January _ 1,052.6 1,052.6
Adjustment to goodwill {6.7) -
At 31 December 1,045.9  1,052.6

The group's goodwill balance relates to its ports and framsport activities and is reviewed for
impairment annually on a value in use basis.

The carrying value was adjusted during the year to reflect a reduction in deferred consideration,

The group assesses impairment by reference to a comparison between the present value of forecast
future cash flows and the carrying value (including goodwill) of the relevant business unit, in this
case the UK-wide ports and transport segment. Forecast cash flows represent pre-tax projections
covering a five-year period, based on financial budgets approved by senior management, excluding
significant capital expenditure that would enhance performance. Cash flows beyond the five-year
period are projected forward using an estimated growth rate. This growth rate does not exceed the
iong-term historical and projected growth rate for the ports and transport segment. The group
expects its business units to remain operational for the foreseeable future.

The calculation of the value in use for goodwill is most sensitive to the following assumptions:

+ Discount rates;
» Growth rate used to extrapolate cash flows beyond the budget period.

Discount rates — The discount rate was estimated based on the weighted average cost of capital for
the group as at 31 December 2010. The pre-tax discount rate applied to future cash flows was 7.5
per cent (2009: 6.8 per cent) reflecting the specific risks relevant to the ports and transport segment,
An increase in the discount rate of 0.1 per cent has the impact of reducing the present value of
future cash flows at 31 December 2010 by £110.31m.

Growth vate estimates — Rates are based on published industry research appropriate to the group’s
port and trapsport segment. The growth rate used was 3.0 per cent (2009: 3.0 per cent). A decrease
in the long-term industry growth expectation of 0.1 per cent has the impact of reducing the present
value of future cash flows at 31 December 2010 by £97.5m.

With regards to the assessment of goodwill, management believes that no reasonable change in any
of the above key assumptions would cause the carrying value of the unit to materially exceed its

recoverable amount,

In 2010 the company had goodwill of £nil (2009: £nil).
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8. Intangible assets

Customer
_ - relationships Other Total

_Group acquired intangible assets £m $m Em
2010
Cost
At 1 January 375.6 1.7 377.3
Additions - 0.2 0.2
At 31 December 375.6 1.9 377.5
Amortisation
At T January (81.1) (1.3) (82.4)
Charge for the year (24.6) (0.2) (24.8)
At 31 December (105.7) (1.5) {107.2)
Net book value
At 1 January 294.5 0.4 294.9
At 31 December 269.9 0.4 270.3
2009
Cost
At 1 January 375.6 1.4 377.0
Additions . _ - 0.3 0.3
At 31 December . 375.6 1.7 377.3
Amortisation
At 1 January (54.0) (1.0) (55.0)
Charge for the year 27.1) (0.3 (27.4)
At 31 December : : (81.1) (1.3) (82.4)
Net book value
At 1l January 321.6 0.4 322.0
At 31 December 294.5 0.4 294.9

Customer relationships have finite lives and are being amortised over periods of between 2 vears
and 30 years from acquisition on a straight-line basis. The amortisation cost for the year of £24.6m

(2008G: £27.1m) has been charged to cost of sales.

The value of customer relationships is assessed for indications of impaimment at least annually.
Where there are indications of impairment, this is reviewed by comparing the fair value of the
customer relationships as at 31 December 2010 to the net book value as at 31 December 2010.

Amortisation agsumptions are also assessed annually.

Other intangible assets relate to purchased computer software. They have finite lives and are being
amortised over periods of between' 3 years and 5 years on a straight-line basis. The amortisation
costs included within cost of sales amounted to £0.1m (2009: £0.2m) and the amortisation costs
included within administrative expenses amounted to £0.1m (2009: £0.1m),

In 2010 the company had intangible assets of £nil (2009: £nil).
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9. Property, plant & eguipment

Dock
structures, Agsets in the
Operational quays and ¥loating Plant and course of
land Buildings dredging craft equipment construction  Total

Group £m £ fm £m . £m £m £m
2010
Cost
At 1 January 2010 804.4 145.3 487.9 32.0 174.5 33.0 1,677.1
Additions - 1.4 4.9 3.2 4.5 176 = 316
Transfers within property, plant

and equipment 2.2 0.1 4.0 155 3.9 (25.7) -
Transfers (to) / from investment

property (note 10) . (0.3} (0.1) (0.1) 0.1 0.1 {0.3)
Disposals - - - {0.6) {0.2) - {0.8)
At 31 December 2010 806.6 146.5 496.7 50.0 182.8 25.0 1,707.6
Depreciation
At 1 January 2010 - (22.4) (78.9)  (13.3) (55.3) - (165.9)
Charge for year - (8.4) (24.7) (4.0) (17.0) - (54.1)
Disposals - - - 0.4 - - 0.4
At 31 December 2010 - (30.8) (103.6) (16.9) (72.3) - {(223.6)
Net book value
At1 January 2010 804.4 122.9 405.0 18.7 119.2 33.0 1,507.2
At 31 December 2010 806.6 115.7 393.1 33.1 110.5 25.0 1,484.0
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9. Property, plant & equipment {continued)

Dock
structures, : Asgsets in the
Operational quays and Floating Plant and course of
Iand Buildings dredging craft equipment constroction  Total
- Group fm . fm £m £m £m £m £m
2009
Cost .
At 1 January 2009 788.5 127.9 471.7 308 1577 454 1,623.0
Additions 0.2 4.5 7.2 1.2 5.9 25.5 44,5
Transfers within property, plant
and equipment - 14.7 105 - 11.4 (37.0) -
Transfers {to) / from investment
property (note 10) 14.9 1.7 (1.9 - (C.1) 0.9 103
Disposals (0.2) (0.1) - - (0.4) - {0.7)
At 31 December 2009 ' 804.4 145.3 487.9 32.0 174.5 33.0 1,677.1
Depreciation .
At 1 Janvary 2009 - (14.8) (54.6) (9.6) (38.1) - (117.1)
- Charge for year - (7.6) (24.3) 3.7 (17.2) - (52.8)
At31December2009 000 - (224) (78.9) (13.3) (55.3) . - (169.9)
Net book value
At 1 January 2009 ' 788.5 113.1 417.1 21.2 119.6 454 1,505.%
At 31 December 2009 804.4 122.9 409.0 18.7 119.2 33.0 1,507.2

Plant and equipment includes assets held under finance leases with a book cost and accumulated
depreciation at 31 December 2010 totalling £3.1m (2009: £3.1m) and £2.6m (2009: £2.3m)
respectively. The depreciation charge for the year includes £0.3m (2009: £0.3m) in respect of these
assets. Such assets include marine vessels operated by the group's ports and transport business.
The remaining terms for these leases range from 1 to 2 years. _

The amount of borrowing costs capitalised during the year ended 31 December 2010 was £0.3m
(2009: £0.8m). The weighted average rate used to determine the amount of borrowing costs eligible
for capitalisation was 5.49% (2009: 5.91%).

The net book values for property, plant and equipment are reported net of government grants
received of £7.1m (2009: £7.7m).

In 2010 the company had property, plant and equipment of £nil (2009: £nil).

29

A249



ABP ACQUISITIONS UK LIMITED ANNUAL REPORT AND ACCOUNTS 2010

Notes to the financial statements

10. Investment property

Port-related Other ILand at ports
investment  investmoent held for
: properties properties  development Total
Group £m £m £m £m
2010
At valnation
At 1 Janvary 2010 584.8 335 240 6423
Additions 1.2 - - 1.2
Transfers within investment property 0.9 (0.9} - -
Transfers from property developments and land
held for sale (note 14) - - 0.5 0.5
Transfers from property, plant and equipment
{note 9) - - 0.3 0.3
_ 586.9 32.6 24.8 6443
Surplus on revaluation (note 22) 0.3 - - 0.3
Income / (expenss) on re-measurement (note 22) 21.5 14 (0.2) 227
At 31 December 2010 608.7 34.0 24.6  667.3
Port-related Other Land at poxts
investment  investment held for
properties properiies  development Total
Group £m £m £m £m
2009
At valuation
At 1 January 2009 598.0 35.9 23.8 657.7
Additions 45 0.1 . - 4.6
Transfers within investment propetty 2.1 (2.3) 0.2 -
Transfers (to) / from property, plant and
equipment (note 9) (10.6) 0.3 - (10.3)
594.0 34.0 24,0  652.0
Surplus on revaluation (note 22) 04 - - 0.4
Expense on re-measurement (note 22) (9.6) _{0.5) - (10.1)
At 31 December 2009 584.8 33.5 24,0  642.3

In 2010 the company had investment property of £nil (2009: £nil).

Tnvestment properties have been valued on the basis of market value in accordance with the
Appraisal and Valuation Standards issued by The Royal Institution of Chartered Surveyors. The
valuations were carried out as at 31 December 2010 by Phillip Williams FRICS, Group Property
Director, Associated British Ports. The open market valuation adopted represents the fair value of
the group's investment property portfolio and takes into account the condition of each property, the

strength of covenant and the term of any lease agreement.
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10, Investment property (continued)

Of the gain on revaluation during the year of £23.0m (2009 loss of £9.7m), & gain of £22.7m
{2009: loss of £10.1m) was included within the income staternent as an increase (2009: decrease) in
the fair value of investment property with the balance of £0.3m being credited (2009: £0.4m
credited) directly to the revaluation reserve, as it related to the initial revaluatlon of properties

transfen'ed from property, plant and equipment to investment property.

Rental income generated from the group's investment property portfolio amounted to £64.1m (2009:
£57.7m), and related operating expenses amounted to £2.0m (2009: £2.3m).

expenses relating to vacant property are considered to be immaterial,

The group leases various areas of land, buildings and other operational assets across its port
facilities to its customers. These leases have various terms and renewal rights,

The future minimurm lease income receivable under non-cancellable operating leases is as follows:

Direct operating

Group Company

2010 2009 2010 2009

fm fm £fm £m

Not later than one year 533 549 - -

More than one year but not more than five years 1492 - 1471 - -

More than five years 456.6 471.4 - -

Total 659.1 673.4 - -

11. Investments

Group Company

Interest in Interestin

associated subsidiary

undertakings undertakings

2010 2009 2010 2009

£m £fm £m £m

At 1 January 176.1 185.8 2,830.7 2,830.7

Adjustment o purchase value of ABPH - - (6.6) -

Share of profit /(loss) for the year 2.7 (3.6} - -
Actuarial gain / (loss) relating to group's share of

net retirement benefit liabilities of associated
undertakings 0.9 (6.1) - -
At 31 December 179.7 176.1 2,824.1 2,830.7

Investments in group undertakings are stated at cost. Associated undertakings are accounted for
under the equity method of accounting. A Iist of the company’s principal subsidiary and associated

undertakings is set out in note 27.
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11. Investments {continued)

Summarised information in respect of the group's associated undertakings is set out below:

20190 2009

‘ £m £fm

Share of revenue in asgociated undertakings 58.5 54.0
Share of expenses in associated underfakings {53.9) (57.6)
Share of operating profit / (loss) in associated undertakings 4.6 (3.6)
Share of net finance costs in associated undertakings 1D - (0.7
Share of taxation in associated undertakings (0.8) 0.7
Share of profit / (loss) in associated undertakings 2.7 (3.6)
Non-current assefs 165.3 161.4
Cucrent assets 49.9 48.8
Current liabilities (28.2) (24.0)
Non-current labilities (71.3) (79.3}
Net assets ‘ 115.7 106.9
Share of net assets in associated undertakings 51.8 48.2
Fair value adjustments on acquisition 127.9 127.9
Investment in associated undertakings 179.7 176.1

12. Pension commitments

A. Description of plans
The group participates in a number of pension schemes. The main scheme is a funded defined

benefits scheme - The Associated British Ports Group Pension Scheme (“ABPGPS™). The defined
benefits section of this scheme is closed to new members. New members joining this scheme are
offered membership of a defined contributions section, which at 31 December 2010 constituted less
than 4 per cent of the total asset value. The group also provides defined contribution arrangements,
makes contributions to three industry-wide defined benefit schemes and has unfunded retirement
benefit arrangements in respect of former employees. Except for unfunded retirement benefit .
arrangements, the assets of the group's pension schemes are held in frust funds independent of the

group.

B. Summary
(i) Income statement .
The total pension charge included in the group income statement was as follows:

2010 2009
£m £m
Defined benefits scheme and unfunded retirement benefit arrangements

(note 12C) 6.3 5.2
Defined contribution arrangements (note 12D} 1.4 1.4
Industry-wide schemes (note 12E) . 0.4 0.3
(Gross pension costs 8.1 6.9

Finance income (3.3) 2.4
Net pension charge recognised within operating profit (note 5) 2.8 4.5
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12, Pension commitments (continued)

B. Summary (confinued)
(ii) Balance sheet
The retirement benefit assets and obligations as at 31 December were:

2010 . 2009

£m £m

Retirement benefit assets 20.9 3.7
Retirement benefit liabilities . (3.1) (2.9)

16.9 0.8

Net retirement benefit asset

C. Defined benefits scheme and unfunded retirement benefit arrangements

The most recent formal valuation of the ABPGPS was carried out as at 31 December 2006, The
valuation of the liabilities as at 31 December 2010 detailed below has been derived by projecting
forward the position as at 31 December 2006. It was performed by an independent actuary, Aon
Hewitt. The present value of the defined benefit obligations and the related current service cost
were measured using the Projected Unit Credit method. In accordance with TAS 19, the present
value of pension liabilities has been determined by discounting pension commitments (including an

allowance for salary growth) using an AA corporate bond yield,

The liability associated with the unfunded retirement benefit arrangement has also been determined
by the actuary, Aon Hewitt, using the same assuraptions as those used to calculate the ABPGPS.

6] Assunﬁptions
The major financial assumptions used by the actuary as at 31 December were as follows:

2019 2009

Inflation (CPI/RPI) - 2.55% /3.45%  .3.55%
Rate of increase in pensionable salaries 420%  4.30%
Rate of increase for pensions in payment (camed before 1 ‘

April 2007) (CPURPT) 250%/3.30%  3.35%
Rate of increase for pensmns in payment (eamed on or after

1 April 2007y - 2.50% 2.55%
Rate of increase for deferred pensions (CPYRPI) 2.50% /3.30% 3.35%

550%  5.75%

Discount rate
6.60% 6.70%

Expected refurn on assets

The mortality assumptions are based on the recent actual mortality experience of members within
the scheme and the asswnptions also allow for future mortality mprovements. The assuroptions are
that a member currently aged 60 will live on average for a further 25.4 years if they are male and
for a further 20.3 years if they are female. For a member who retires in 2020 at age 60 the
assumptions are that they will live on average for a further 26.8 years after retirement if they are
male and for a further 30.6 years after retirement if they are female. The effect of an increase of
one vear in the life expectancy of a 60-year old would be to increase the liabilities of the ABPGPS

by an estimated £13.7m.

Expected return on assets is a blended average of projected long-term refurns for varicus asset
classes.
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12. Pension commitments (continued)

C. Defined benefits scheme and unfunded retirement benefit arrangements (continued)

In July 2010 the UK Government announced its intention to introduce legislation to use CPI as the
measure of inflation for pensiont increases and deferred vajuations. This change has a consequential
fmpact on parts of the ABPGPS which specify statutory rates of pension increases. Accordingly,
inflation assumptions for both RPI and CPI have been made for the puposes of valuing the
liabilities of the ABPGPS in 2010.

Assumptions used by the actuary are the best estimates chosen from a range of possible actuarial
agsumptions which, due to the timescales covered, may not necessatily be borne out. The effect of
a decrease of 0.1 per cent in the discount rate would be to increase the liabilities of the ABPGPS by
an estimated £7.1m,

(ii) Operating profit
The amounts recognised in the income statement during the year were as follows:

2010 2009

- £fm £m

Current service cost 6.3 5.2

Expected retum on scheme assets (30.4) (24.9)
Interest cost on scheme liabilities 24.9 22.3
Interest cost on unfinded retirement benefit liabilities 0.2 0.2
Net pension charge recognised within operating profit 1.0 2.8

The current service cost of £6.3m (2009: £5.2m) represénted 27.4 per ceat (2009: 21.0 per cent) of
the applicable pensionable payroll. The group recognised £nil (2009: £nil) of its net pension charge
for the year within cost of sales and £1.0m (2009: charge of £2.8m) within administrative expenses.

The group made total contributions of £9.8m (2009: £6.2m) towards funded and unfimded schemes.
Returns on assets and interest on liabilities are determined by reference to the actuarial assumptions
adopted at the beginning of each financial period. The actual gain on assets for 2010 was £58.3m
(2009: gain of £50.4m).

(iii) Balance sheet
The amounts recognised in the balance sheet as at 31 December were as follows:

2010 2609
£m £m
Fair value of scheme assets 489.2 447.6
Present value of funded obligations (469.2) (443.9)
Present value of nnfunded obligations ' (3.1) (2.9)
Net assefs recognised in the balance sheet 16.9 . 038

As at 31 December 2010, approximately 51.8 per cent (2009: 49.5 per cent) of the scheme’s assets
were represented by investments in equities, 37.2 per cent (2009: 39.8 per cent) by bonds, 10.8 per
cent (2009: 7.2 per cent) by property and 0.2 per cent (2009: 3.5 per cent) by cash.
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C. Defined benefits scheme and unfunded retirement benefit a;rrangements (continued)
(iv) Changes in fair value of scheme assets are as follows:

2010 2009
o £m £fm
Fair value of scheme assets at 1 January 447.6 418.9
Expected return 30.4 24.9
Actuarial gain 27.9 255
Contributions by employees - 0.4 3.5
Contributions by employer 9.8 6.2
Benefits paid (27.1) (29.0)
Severance payments 0.2 0.6
Fair value of scheme assets at 31 December 489.2 447.6
(v) Changes in fair value of scheme liabilities are as follows:
2010 2009
- £m £m
Fair value of scheme liabilities at 1 January ' (446.8) (368.4)
Current service cost (6.3) (5.2)
Interest cost _ (25.1) (22.5)
Actnarial loss (20.6). (78.6)
Contributions by employees 0.4) (0.5)
Benefits paid 27.1 29.0
Severance payments (0.2) (0.6)
Fair value of scheme liabilities at 31 December (472.3) {446.8)
(vi) Analysis of the movement in net assets recognised in the balance sheet
2010 2009
£m £m
At 1 January 0.8 50.5
Net pension charge (1.0} 2.8)
Employer contributions 9.8 6.2
Actuarial gain / (loss) relating to net retirement benefit assets recognised in
the statement of comprehensive income 7.3 (53.1)
At 31 December 16.9 0.8

As at 31 December 2010, the cumulative actuarial loss recognised in the group’s statement of

comprehensive income amounted to £20.0m (2009: £27.3m).

The 2010 actuarial gain of £7.31m arose as a result of experience gains on scheme assets of £27.9m,
an experience loss of £15.4m on scheme liabilities in respect of changes to membership and an

actuarial loss of £5.2m due to the changes in assumptions associated with the scheme labilities.
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12. Pension commitments (continued)

C. Defined benefits scheme and unfunded retirement benefit arrangements (continued)
(vii) Historical record

Amounts for the current year and previous periods are as 2010 2009 2008 2007 2006

follows: £m £m fm £m £m
Fair value of scheme agsets 489.2 4476 4189 4878 4824
Present value of funded scheme obligations (469.2) (443.9) (366.0) (413.0) (450.5)
Present value of unfunded obligations (3.1 (2.9) (2.4) (2.8) (2.9)
Net assets recognised in the balance sheet 16.9 0.8 50.5 72.0 29.0
Actuarial (Joss) / gain due to changes in assumptions 6.2 (755 56.7 35.5 (8.6)
BExperience (loss) / gain on scheme liabilities 154 (G (3.5) 11.8 6.7
Experience gain / (loss) on scheme agsefs 27.9 25.5 (80.5) (6.0) 13.7
Actuarial gain / (Joss) relating to net retirement

benefit assets recognised in the statement of

comprehensive income 7.3 (53.1) (27.3) 41.3 11.8

The 2006 figures presented above represent the period from 14 August 2006, being the date that the
group acquired Associated British Ports Holdings Limited, to 31 December 2006, Periods prior to

this have been excluded as they predate the group’s involvement in the scheme.

D. Defined contribution arrangements
The group incurred costs of £1.4m (2009: £1.4m) in relation to defined contribution arrangements

provided by Associated British Ports. At 31 December 2010, there were no amounts outstanding as
being due to these arrangements from the group (2009: £nil).

E. Industry-wide schemes
(i) The Pilots National Pension Fund (“PNFPF”)

The PNPF is an industry-wide defined benefits scheme. As at 31 December 2004, the date of the
most recent full triennial valuation carried out by an independent actuary, the scheme had assets
with a market value of £339m, representing 76 per cent of the benefits aceruing to members after
allowing for future increases, As at that date, the funding level continned to exceed the minimum
funding requirements. The scheme actuary has estimated the IAS 19 deficit as at 31 December
2010 as being £176m (2009: £152m). Approximately 18 per cent of the scheme’s assets were
invested in equities (2009: 18 per cent), 51 per cent in bonds (2009: 50 per cent), 30 per cent in
hedge funds (2009: 30 per cent) and 1 per cent in cash (2009: 2 per cent). The IAS 19 valuation

assumptions adopted by the actuary were as follows:

2010 2009

Inflation (CPI/RPT) 2.55/3.45% 3.55%
Rate of increase in pensionable salaries 4.20% 4.30%
Rate of increase for pensions in payment 3.30% 3.35%
Rate of increase for deferred pensions - 3.30% 3.35%
5.50% 5.75%

Discount rate
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12. Pension commitments (continued)

E. Industry-wide schemes {continued)
The scheme rules do not provide a mechanism for allocating the past service deficit associated with

this scheme to the participating bodies. A court ruling to determine a mechanism for the allocation
of the past service deficit was issued in July 2010 and clarified that the trustee has wide powers to
amend the rules to impose contributions on all categories of participating bodies. A number of
appeals against the ruling have now been brought and the trustee of the scheme has indicated that
that they will not seek to engage with participating bodies over recovery of the scheme deficit until
these appeals have been determined. The group is unable to quantify the financial impact from its
participation in the PNPF until the trustee has completed the valuation process and concluded the
allocation of the resulting deficit and the related recovery period. During 2010, the group made
contributions of £77,000 (2009: £91,000) to this scheme in relation to its current active members
and has recorded these as defined contribution costs within the income statement.

The potential IAS 19 pre-tax liability that could arise in relation to the past-service deficit for this
scheme could range from £1.8m to £51.2m as at 31 December 2010.

In the absence of an agreement on the allocation of the past-service deficit, the group is unable to
determine its share of assets and liabilities for this scheme on a consisteat and reasonable basis and
therefore continues to account for this scheme as a defined contribution scheme.

(i) The Former Registered Dock Workers Pension Fund (“FRDWPF”)

The FRDWPF is an industry-wide defined benefit occupational scheme. As at 5 April 2010, the
date of the most recent full triennial valuation carried out by an independent actuary, the fund had
assets with a market value of £661.9m, representing 101 per cent of the benefits accruing to
members after allowing for future increases. As at the same date, the funding level on a buy-out
basis was 102 per cent. During 2008 the trustees purchased an annuity policy with Legal & General
to cover the benefit entitlements of all pensioners, dependent pensicners and deferred members who
left active membership of the scheme on or before 3 July 1989. The value of these benefits as at the

valuation date is equal to £180.3m.

As at 5 April 2010, approximately 17 per cent of the fund's assets were invested in equities, 82 per
cent in bonds and 1 per cent in cash. The valuation assumptions adopted by the actuary in the latest

valuation were as follows:

- Inflation 3.82%
Rate of increase in pensionable salaries 4.82%
Rate of increase for pensions in payment 3.80%
Rate of increase for deferred pensions 3.82%
Discount rate 4.70%

During 2010, the group made contributions of £30,000 (2009: £54,000) to this scheme in relation to
its current active members and has recorded these as defined contribution costs within the income

statement.

The scheme rules for the FRDWPF do not provide for the allocation of assets and liabilities to the
participating employers and therefore the group accounts for this scheme as a defined contribution

pension arrangement.
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12. Pension commitments (continued)
E. Industry-wide schemes (continued)
(iii) Merchant Navy Officers Pension Fund (“MNOPF”)

The MNOPF is an industry-wide defined benefits scheme. The scheme is divided into two sections,
the Old Section and the New Section, both of which are closed to new members. The latest
valuations of both sections were carried out as at 31 March 2009. The Old Section had assets of
£1,113m, representing 89 per cent of the benefits accrued to members and the New Section had
assets of £1,547m, representing 68 per cent of the benefits accrued to members as at the valuation
date. As the valuations identified past-service deficits the group has been required to pay exira
contributions. The group’s share of a deficit identified in the previous valuation at 31 March 2006
is currently being settled in instalments up to 2014 and this was fully provided for in 2007. The
group’s share of the additional deficit identified in the 2009 valuation was paid in full in 2010. In
2010 the group expensed as defined contribution pension costs a total of £324,000 (2009: £14,000)
of contributions to this scheme, including £320,000 (2009: £nil) relating to the 2009 deficit,

Given the group's immaterial exposure, the lack of availability of data and the limited influence the
group has over the affairs of this scheme, the group intends to continue to account for this scheme
as a defined contribution scheme.

13. Trade and other receivables

Group Company
2010 2009 2010 2009
£m £m £m £m

Non-current
Trade receivables 0.8 1.1 - -
Amounts owed by subsidiary undertakings - - - -
Total non-current trade and other receivables 0.8 1.1 - -

Current

QGross trade receivables 52.2 52.3 - -
Provision for doubtful receivables 5.2 (4.8) - -
Net trade receivables 47.0 47.5 - -
Amounts owed by associated undertakings 7.4 6.6 0.4 -
Amounts owed by fellow group undertakings 93.3 64.5 93.7 64.5
Other debtors 10.6 10.8 - -
Prepayments and accrued income 33.3 19.1 - -
Property completions due 0.3 36.9 - -
Total current trade and other receivables 191.9 185.4 94.1 64.5

The 2009 property completions due included an amount of £36.5m which represented the
discounted value of proceeds receivable in September 2010 of £38.0m in relation to the sale of
property which the group had developed in partnership with the Welsh Assembly Government. The
£38.0m was duly received during the year.

All other trade and other receivables are non-interest bearing and their carrying amount
approximates to their fair value.

Other debtors comprise costs incurred that are recoverable from third parties.
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13. Trade and other receivables (continued)

Ag at 31 December 2010 the group held trade receivables of £10.5m (2009: £10.1m) that were past
due but not impaired. These relate to a number of independent customers for whom there is no
recent history of default and terms and amounts have not been renegouated in the last year..

ageing of these frade receivables is as follows:

The

Group

2010 2009

£m £m

Up to 3 months 10.5 10.0

3 to 6 months : 0.5 0.5
Over 6 months _ (0.5) (0.4)

Total past due but not impaired receivables ' 10.5 10.1

As at 31 December 2010, the group held trade receivables of £8.0m (2009: £7.3m) that were fully
or partially impaired. The ageing of these trade receivables is as follows. The other classes of

assets within trade and other receivables do not contain impaired assets.

Group

2010 2009

£m £m

Up to 3 months _ 3.3 3.3
3 to 6 months . 0.5 0.4
Over 6 months : 4.2 3.6
Total fully / partially impaired receivables ' 8.0 73

The group has provided for known credit risks as part of ifs normal provision for doubtful
receivables. The provision for doubtful receivables is made when there is objective evidence that
the group may not be able to collect all amounts recorded within the balance sheet. The impaired
receivables provision relates to customers who have found themselves in unexpectedly difficult
financial sitwations or where amounts do not appear to be collectable. Costs for doubtful

receivables are recorded within administrative expenses.

Movements on the group’s provision for doubtful receivables are as follows:

Group
2019 2009
£m £m
At T January _ 4.8 52
Provision for the impairment of trade receivables 0.8 0.9
Receivables written off as uncoliectable {0.1) (1.1)
Impairment provisions released - : (6.3) (0.2)
At 31 December — provisions for doubtful receivables 5.2 4.8

All of the provision for impairment of trade receivables relates to the group’s ports and transport
segment. There are no significant receivables of the group or company that are denominated in

foreign currencies.

The company had no trade receivables (2009: £nil) and hence no provision for impairment (2009:
£nil). The amounts owed by subsidiary undertakings to the company have no fixed terms of

repayment and none of the subsidiaries has a recent history of default.
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Customer credit risk is managed locally in line with a group pelicy which is designed to ensure that
the group’s exposure to concentration of credit is appropriately managed through implementation of
credit checks and limits, Based on the quality and diversity of ifs customer base, management
considers the group's exposure to concentration of credit risk to be minimal. The maximum
exposure to credit risk at 31 December 2010 is the carrying amount of each class of receivable
shown above together with amounts on deposit in the restricted cash deposit account described
below. The group does not hold any collateral as security. The group uses external credit rating
agencies to assess and monitor its frade receivables. Management considers the group’s exposure to
exchange rate risk to be minimal.

The group has restricted cash of £23.6m (2009: £36.9m) on deposit with the Royal Bank of

Scotland ple, as the bank is guarantor of £23.6m (2009: £36.9m) of floating rate guaranteed

unsecured loan notes due December 2012. The deposit account is charged in favour of Royal Bank
of Scotland ple. The loan notes and restricted cash set aside to settle them are presented net in the
balance sheet. The loan notes are also included within the maturity analysis set out in note 16A as
due not later than one year as they are redeemable at any time up to December 2012 on the
instruction of the note holder.

14. Property developments and land held for sale

Group

2010 2009

Group £m £m

At 1 January : 3.0 3.1
Disposals ' - 0,1

Transfers to investment property . (0.5) -

At 31 December 2.5 3.0

Property developments and land held for sale are stated at the lower of their cost or transfer value
and fair value less costs to sell as determined by the directors at 31 December 2010. The historical
cost of property developments and land held for sale totalled £2.5m (2009: £3.0m). These assets
relate to surplus property and land, which are held for sale and reported as part of the group's
property development activities.

n 2010 the company had property developments and land held for sale of £nil (2009: £nil).

15. Financial liabilities - borrowings

Group Company
2016 2009 2010 2009
fm £m fm £m
Current

Interest payable — accrual 520.5 396.5 520.1 396.1
Obligations under finance leases - secured 0.5 0.4 - -
Current borrowings 521.0  396.9 520.1 3961

Non-current '
Bank Ioans — secured 2,258.0 2,3283 1,711.6 11,7683
Loan from parent undertaking 1,062.2 1,062.2 1,062.2 1,062.2
3,320.2  3,390.5 2,773.8 2,830.5
Obligations under finance leases - secured 0.4 0.9 - -
Non-current borrowings 3,306 33914 2,773.8 2,830.5
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15. Financial liahilities — borrowings (continued)
‘The group’s borrowings are all denominated in sterling.

Tncluded in bank loans above is an amount of £216.3m (2009: £216.3m) which is owed to a fellow
group company under the syndication of its bank loan facility referred to in note 24.

~ Group Company

2010 2009 2010 2009

Net borrowings im fm £m £m
Current borrowings 521.0 396.9 . 520.1 366.1
Non-current borrowings 3,320.6 3,391.4 2773.8 2,830.5
3,841.6 3,788.3  3,293.9 3,226.6

Less: cash and cash equivalents (20.7)  (41.5) - -
Less: loan to subsidiary undertaking - - - -
Net borrowings / (cash) . 3,820.9 3,746.8 3,293.9 32266

The group's share of net borrowings in associated undertakings not included above totalled £0.3m
(2009: £5.1m). .

An analysis of the maturity of financial liabilities is given in note 16A.

Bank loans are repayable between 2011 and 2014 and bear interest linked to London inter-bank
borrowing rates. Obligations under finance leases are secured on related leased assets. As at 31
December 2010, the group's bark loans are exposed to repricing within 12 months of the balance
sheet date. o

Details of the group’s contingent lizbilities in refation to its borrowings are set out in note 26.
16. Financial instruments

AL Maturity of financial Habilities
The table below analyses the group’s financial liabilities based on undiscounted contractual

payments:

Group
Derivative Trade and
financial other Finance
instruments payables Debt  leases Total
£fm fm £m £m £
2010
Not later than one year 85.7 69.0 63.6 0.5 218.8
More than one year but not more than
two vears 81.1 0.2 39.7 0.6 121.6
More than two years but not more than
five years 324.2 02 2,307.1 - 2,631.5
More than five years 1,596.6 - 3,106.6 - 4,703.2
At 31 December 2,087.6 694 5,517.0 1.1 7,675.1
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16, Financial instroments (continued)

Group
Derivative ‘Trade
financial and other Finance
instruments payables Debt leases Total
£m im £fm £fm £m

2009
Not later than one year 88.5 82.8 78.6 0.6 2505
More than one year but not more

than two years 85.5 4.0 41.2 05 1312
More than two years but not more

than five years 257.0 0.5 24254 0.5 2,683.4
More than five years 1,860.8 - 3,206.5 - 5,067.3
At 31 December 2.291.8 87.3 57517 1.6 8,132.4

The debt column in the tables above includes the following pﬁncipal amounts:

Unsecured loan notes 2012 referred to innote 13: £23.6m (2009: £36.9m)
Senior secured credit facility repayable 2013: £1,951.9m (2009: £2,020.0mm)
Subordinated secured credit facility repayable 2014: £322.0m (2009: £330.0m)
Loan from parent undertaking repayable 2016: £1,062.2m (2009: £1,062.2m)

The unsecured loan notes 2012 are treated as payable within one year for the reasons explained in
note 13. Inmterest associated with the senior secured credit facility and the subordinated secured
credit facility 1s linked to LIBOR and currently settled in cash. However, the group has the ability
to defer interest payments relating to the subordinated secured bank debt. Interest on the loan from
parent undertaking accrues at 12 per cent per annum and can be paid in cash or accrued until
maturity of the loan. As settlement of interest payments can be deferred, they have been included in
the maturity analysis as due for payment i more than five years, Interest acorued on loan notes
outstanding at 31 December has been included in current liabilities in the group’s balance sheet to
refiect the intention to repay the interest due within twelve months of the balance sheet date.

The subordinated bank debt includes an amount of £216.3m (2009: £216.3m) which is owed to a
fellow group company under the syndication of its bank loan facility referred to in note 24.

The company has borrowing agreements in respect of bank Ioans which restrict the amounts that

can be paid in respect of dividends and investor loan notes to this company's parent nndertakings
and, were the company to make payments in excess of these limits, it would be in breach of its

banking covenants.

The table below analyses the company’s financial liabilities based on undiscounted contractual
payments:
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Company
Derivative Trade and
financial other ]
instruments  payables Debt Total
£m £m fm £m
2010
Not later than one year 85.7 533.6 55.1 674.4
More than one year but not more than
two years . 81.1 0.3 31.4 112.8
More than two years but not more than
five years 324.2 0.3 1,756.9 2,081.4
More than five years 1,596.6 - 3,106.6 4,703.2
At 31 December 2,087.6 534.2 4,950.0 7,571.8
Company
Derivative Trade and -
financial other
instraments payables Debt Total
fm £m fm £m
2009
Not later than one year 88.5 341.0 69.8 499.3
More than one year but not more
fhan two years 85.5 22 32.6 120.3
More than two years but nof more
than five years 257.0 0.8 1,853.0 2,110.8
More than five years 1,860.7 - 3,206.5 5,067.2
At 31 December 2,291.7 3440 5,161.9 7,797.6

The table below analyses the group’s derivative financial instruments which will be settled on a
gross basis into relevant maturity groupings, based on the remaining period at the balance sheet date
to the contractual matority date.  The amounts disclosed in the table are the contractual
undiscounted cash flows. Balances due within 12 months equal their carrying balances as the

impact of discounting is not significant.

Group

2010 2010

Total outflows Total inflows

Forward foreign exchange confract £m fm
Not later than one year 2.1 2.1
Total ' 2.1 2.1
Group

2009 2009

Total outflows Total inflows

Forward foreign exchange contract £m £m
Not later than one year 12 1.5
Total 1.2 15
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The company had no derivative financial instruments which will be seftled on a gross basis in either
2010 or 2009,

The maturity profile of the group’s minimum lease payments under fmance leases was as follows: -

Group
2019 2009
¥inance lease payments £m £m
Not later than one year 0.5 0.6
More than one year buf not more than five years 0.6 1.0
1.1 1.6

Future finance charges on finance leases (0.2) (0.3)
Present vahue of finance lease liabilities 0.9 1.3

The company had no finance Jeases in either 2010 or 2009.

B. Market price risk

The group’s borrowings, excluding finance leases, have been financed through floating rate debt
and are therefore subject to re-pricing risk. The group manages this risk by entering into interest
rate swaps in relation to the majority of its borrowings. As at 31 December 2010, after taking into
account the impact of hedging arrangements, £51.8m (2009: £128.0m) of the group’s gross
borrowings were subject to re-pricing risk. A one per cent increase in interest rates would increase
the group’s interest costs by £0.5m per annum (2009: £1.3m per annum) and a one per cent
decrease in interest rates would decrease the group’s interest costs by £0.5m per avnum (2009:
£1.3m per annum). :

C. Undrawn borrowing facilities
The group had the following committed but undrawn ﬂoatmg rate borrowing facilities available at
31 December in respect of which all conditions precedent had been met:

Group
2010 2009
Total Total
fm fm.
Expiring in: ,
~ More than two vears but not more than five years 342.5 350.0
Updrawn boxrowing facilities 342.5 350.0
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D. Fair valite of financial assets and labilities

(i) Financial assets

The catrying value for financial assets equates to the estimated fair value. The group considers that
its maximum exposure to credit risk in respect of financial assets equates to their carrying value,
plus the restricted cash referred to in note 13. The carrying value of the group’s assets is not subject
to material changes in foreign currency exchange rates,

(i) Financial liabilities
Group
2010 2009
Book Fair Book Fair
value value value value
£m £m £m £m
Borrowings 3,840.7  3,840.7 3,787.0 3,787.0
Finance leases 0.9 1.0 1.3 1.3
Total financial liabilities 3,841.6  3,841.7 3,788.3 3,788.3
Company
2010 2009
Book Fair Book Fair
value value value ‘value
£m £m £m £m
Borrowings 3,293.9  3,293.9 3,226.6 3,2260.6

The group’s bank borrowings are subject to variable rates of interest and therefore the group
considers the fair value of these to be representative of their carrying valve, The effective interest

rate associated with the group’s total borrowings was 8.6 per cent (2009: 7.9 per cent). The -

carrying value of the group’s liabilities is not subject to material changes in foreign currency
exchange rafes.

The group’s loan from its shareholder is subject to a fixed (and effective) rate of interest of 12.0 per.

cent per annum. This loan was drawn down during the second half of 2006 and the group considers
that the carrying value of this loan remains in line with its market value.
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16. Financial instruments (continued)

E. Fair values of derivative financial instrnments-

The fair value of derivative financial instraments (calculated as the present value of the estimated
future cash flows) held by the group at the balance sheet date was:

Group

2010 2009

Assets Liabilities Assets Liabilities

Em £m £m £m
Interest rate swaps — deemed as held-for-trading - (282.7) - (155.3)

Forward foreign exchange contracts —held as
cash flow hedge 0.1 " 0.3 .

Fair value of derivative financial instruments 0.1 (282.7) 0.3 (155.3)

The maximum exposure to credit risk at 31 December 2010 is the fair value of the derivative
instroments.

Fair values of held-for-trading derivative instruments are classified as a current asset or liability,

The notional principal amount of the outstanding interest rate swap contracts at 31 December 2010
and 2009 was £2,222.0m. These interest rate swaps expire in Aungust 2036, the fixed interest rate
was 4.7 per cent and the floating rate is linked to LIBOR. The change in value of the interest rafte
swaps arises entirely in respect of interest rate movements.

At 31 December 2010, £2.4m (2009: £2.2m) of the liability for interest rate swaps relates to a basis
points swap associated with the group’s floating to fixed interest rate swaps.

Valuations of the swaps are supplied by the counterparties of these swaps and reviewed by the
company for consistency. The valuations supplied by the counterparties are not quoted prices in
active markets but are valuations based on market data. There has been no change in the valuation
basis in the year. Change in forecast LIBOR rates used to value the swaps at 31 December 2010
would cause their fair value o change with the effect being recognised in the income statement; an
increase of one per cent would result in additional finance income of approximately £370.3m (2009:
£352.4m), and a decrease by one per cent would result in additional finance cost of approximately
£370.3m (2009: £352.4m).

The fair value of the forward foreign excﬁange contracts is allocated between current £0.1m (2009:
£0.3m) and non-current £nil (2009: £ nil) based on the maturity of the bedged item,

The notional principal amount of the outstanding forward foreign exchange contracts at 31
December 2010 was £2.1m (2009: £1.3m). These contracts were transacted in order to hedge the
group’s currency exposure in relation fo confracted fiture payments for the purchase of property,
plant and equipment denominated in foreign currency which are expected to be made at various
dates during the next year. The change in the fair value of forward foreign exchange contracts
arises entirely as a result of foreign exchange rate movements. The sansmVlty of this valuation to
exchange rate movements is not considered to be material.

The company had no derivative financial instruments at either 31 December 2010 or 31 December
2009,
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16, Financial instruments (continued)

F, Financial risk management
Treasury mafters throughout the group are controlled centrally and carried out in compliance with

policies approved by the board. The group’s main financial risks are liquidity, interest rate, foreign
exchange, capital risk and credit risk. The group aims to manage these risks to an acceptable level.
It does not trade in financial instruments.

Liguidity risk

Liquidity risk is managed by maintaining borrowing facilities at a level that is forecast to provide
reasonable surplus beyond the future needs of the group. As at 31 December 2010, the group had
access to £342.5m of committed and undrawn borrowing facilities which are available for a period
of more than two years. Management monitors rolling forecasts of the group’s liquidity reserve
(comprised of undrawn borrowing facilities (note 16C) and cash and cash equivalents (note 15)) on

the basis of expected cash flow.

Interest rate risk

Risks anising from changes in interest rates are managed by maintaining an appropriate balance
between fixed and floating rate debt. At 31 December 2010, interest rate exposure in relation to
97.7% per cent of the group’s bank borrowings was fixed, The group uses derfvative instruments,
such as interest rate swaps when appropriate to hedge against changes in interest rates and to adjust

the balance between fixed and floating rate debt.

Foreign exchange risk .
The group principally invoices its customers and setiles its expenses in sterling. Accordingly,

currency exposure arising from transactions being settled in other currencies fends o represent the
exception rather than the rule. Where such exceptions are significant, any related exposure is

managed through forward currency contracts.

Capital risk .
The group finances ifs business with a mixture of a loan from its parent undertaking - £1,062.2m

(2009: £1,062.2m), committed bank borrowings - £2,273.9m (2009: £2,350.0m) and finance leases
- £0.9m (2009: £1.3m), The group keeps its capital structure under review with a view to
maximising shareholder value and to ensure that it has the resources and the capacity to meet its
operational requirements and to facilitate the execution of its strategy. The group’s external loan
covenants impose certain restrictions on the group relating to capital which are regularly monitored
by management, The group was in compliance with these covenants during 2010 and 2009,

Credit risk

In common with other companies, the group is exposed to credit-related Josses in the event of non-
performance by counterparties to financial instruments. The group mitigates this risk by ensuring
that its counterparties do not represent excessive credit risk prior to the agreement of any
transaction. Exposure o counterparties is also reviewed on a regular basis to avoid any excessive
reliance on a single counterparty. Management of credit risk in relation to trade receivables is set

out in note 13.
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17. Trade and other payables

Group Company

2010 2009 2010 2009

fm £m £m £m

Trade payables 15.2 13.1 - -
Amounts owed to other group undertakings - - 531.6 336.8
Other creditors 12.0 12.3 2.0 4.0
Taxation 2.2 2.1 0.1 0.1
Accruals 36.4 313 - -
Property completions payable 0.1 21.3 - -
Trade and other payables 65.9 80.1 533.7 340.9

Property completions payable in 2009 were monies due to a third party, the Welsh Assembly
Government, under the terms of the sale of 81 acres of land at the Port of Barry. The Welsh
Assembly Government’s outstanding share of the consideration due was payable by the group upon
receipt of the outstanding proceeds from the purchaser. The outstanding proceeds were received
from the purchaser in September 2010 (note 13} and the corresponding payment was made in the
same month.

The carrying amount of trade and other payables approximates to their fair value.

18. Provisions

Group
Property Seif
Restructuring provision insurance Other Total
£m £m £m £m £m
At 1 January 2010 0.4 6.5 17.3 1.3 25.5
(Credited) / charged to income
statement during the year - (1.1) 0.3 - {0.8)
Utilised in the year ‘ - (1.1) (1.4) - (2.5)
Amortisation of discounting - 0.1 0.3 - 04
Af 31 December 2010 0.4 4.4 16.5 1.3 22.6
Expected utilisation within one year 04 2.6 11.6 0.2 14.8
Provisions are analysed between non-current and current as follows:
Group
2010 2009
£m £m
Current 14.8 124
Non-current 7.8 13.1
Total provisions 22.6 25.5

The company had no provisions at either 31 December 2010 or 31 December 2009.
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18. Provisions (continued)

Restructuring
Following the loss of a customer during 2007, the group incurred, and provided for, exceptional
impairment and restructuring costs. The balance of this provision relates to a number of cost

reduction exercises due to be completed in the future.

Property provisions
Property provisions include amounts provided in relation to property leases, where the unavoidable
costs under the lease exceed the economic benefit and amounts provided in relation to other

exposures associated with the group’s property portfolio.

Self insurance

The group self-insures various matters relating primarily to property, employer’s liabilities and .
general third party liabilities associated with its business. In determining the provision, cash flows,
where appropriate, have been discounted on a pre-tax basis using a discount rate of 5.5%. The
group reassesses this liability on an-anmual basis. The potential liabilities have been projected

forward until 2037.

Other
Other provisions primarily relate to obligations from commitments entered into as part of the

development of certain port facilities.

19. Deferred tax

The UK Governinent announced in its Emergency Budget in June 2010 that the headline rate ¢f UK
corporation tax will be reduced from 28% to 24% over the course of the next four years. The first
reduction to 27% (effective from 1 April 2011) had been enacied by the balance sheet date and
therefore the closing deferred tax liability reflects this reduced rate. The 2009 lability was based
on a single rate of 28%. Deferred tax is calculated in full on temporary differences under the

Hability method.
The movement on the group’s deferred tax account is shown below:
Adjustments in.  (Credited)

respect of previons /charged (Credited) /
periods credited to  to income chargedto Total

2009 income statement statement - equity 2010

£m fm £m £m £m

Accelerated tax depreciation 2224 (4.1} (17.3) - 201.0

Revaluation of operational land

and investment properties 1717 - - (5.2) 1.8 1643
Capital losses (19.5) - - 3.5 (L.7) 17.7)

Retirement benefit cbligations 0.2 - 23 2.0 4.5
Derivative financial instruments  (41.6) - (31.6) - {732
Other (2.5) (0.1) 0.9 - (%))

Net deferred tax liability 330.7 (4.2} (51.4) _ 2.1 2772
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19. Deferred tax (continued)
Adjustments in
respect of previous (Credited)

periods (credited) / /charged (Credited)/
charged to income toincome chargedto ‘Total

2008 statement statement equity 2009
£m £m £m fm £m

Accelerated tax depreciation 9363 (5.2) 8.7 - 2224
Revaluation of operational tand

and investment propetrties 174.0 - (6.4) 41 1717
Capital losses (19.5) 0.4 - (0.4) (19.5)
Retirement benefit obligations 14.1 - 0.9 (14.8) 0.2
Detivative financial instruments (143.5) - 1024 (0.5) 41.6)
Other ' (2.3) - {0.2) - (2.5)
Net deferred tax lability 259.1 (4.8) 88.0 (11.6) 330.7

The impact of the further reductions in the rate to 24% has not been reflected as these have not been
substantively enacted at the balance sheet date. A reduction to 24% would give rise to a reduction
in the deferred tax Hability of £27.7m.

The group has unrecognised capital losses of £372.1m (2009: £374.0m) that are only available for
offset against fiture sales of land and buildings from the port estates.

The group had no unrecognised deferred income tax assets (2009: none) that can be carried forward
against firture taxable income. -

The group's deferred tax assets are offset against deferred tax labilities where there is a legally
enforceable right of offset and there is an intention to settle the balances net. Consequently, the
group has provided for its deferred tax liabilities at 31 December 2010 of £277.2m (2009: £330.7m)
on a net basis, The group does not expect this Hability to crystallise within the foreseeable future
and has classified the balance as being non-current.

20. Other non-current liabilities

Group Company

2010 2009 2010 2009

£m £m £m £m

Other creditors 0.3 42 0.4 2.8

Other non-current liabilities L3 4.2 0.4 2.8

21. Share capital

Xssued and fully paid

2010 2009

: £m £m

1 (2009: 1) ordinary shares of £0.01 each - -
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22. Reserves and statement of changes in shareholder’s equity

Group
Share Revaluation Hedging Accumulated
capital reserve reserve losses Total
£m £m £m £m £m
At 1 Tanvary 2010 - 34.8 0.3 (517.1)  (482.0)
Movement on revaluation of _

mvestment property (note 10) - 0.3 - - 0.3
Transfer between reserves arising on

revaluation of investment property

(note 10) - 22.7 - 22.7 -
Share of associated undertakings’

actuarial gain relating to net

retirement benefit liabilities (note

11} - - - 0.9 0.9
Actuarial gain relating to net retirement

benefit assets (note 12 C) - - - 7.3 7.3
Fair value loss on forward foreign

exchange contracts (note 16 E) - - 0.2) - {0.2)
Deferred tax associated with actuarial

gain relating to net retirement

benefit assets (note 19) - - - (2.0 (2.0)
Deferred tax associated with

revaluation of investment property '

(note 19) - - - 0.1) 0.1
Loss for the year - - - (137.5)  (137.5)
At 31 December 2010 - 57.8 0.1 (67L.2) (613.3)

51

A271



ABP ACQUISITIONS UK LIMITED ANNUAL REPORT AND ACCOUNTS 2010
Notes to the financial statements

22. Reserves and statement of changes in shareholder’s equity {continued)

Group
Share Revaluation Hedging Accumulated
capital reserve reserve losses ‘Total
fm £m £fm fm £m
At 1 Tannary 2009 - 44.5 1.6 (645.2)  (599.1)
Movement on revaluation of
investment property (note 10) - 0.4 - - 0.4
Transfer between reserves arising on
revaluation of investment property
{note 10) - (10.1) - 10.1 -
Share of associated undertakings’
actuarial loss relating to net
retirement benefit lisbilities (note
11} - - - (6.1) (6.1)
Actuarial loss relating to net retirement
benefit assets {note 12 C) - - - (53.1) (53.1)
Fair value loss on forward foreign '
exchange.confracts {note 16 E) - - (1.8) - (1.8)
Deferred tax associated with actuarial
loss relating to net retirement benefit
assets (note 19) - ~ - 14.8 - 148
Deferred tax associated with fair value
loss on forward foreign exchange
contracts (note 19) - - 0.5 . 0.5
Deferred tax associated with
revaluation of investment property
(note 19) - - - 3.7 3.7
Profit for the year - - - 166.1 .166.1
* At 31 December 2009 - 34.8 0.3 (517.1)  (482.0)
Revaluation reserve

The revaluation reserve is used to record increases and decreases in the fair value of investment
property. Decreases are only recognised to the extent that an increase on the same asset has been
previously recognised in equity. The balance of any decrease in fair value of investment property
would be charged to the income statement.

Hedging reserve

The hedging reserve is used to record the effective part of gains or losses on qualifying cash flow
hedges until the impact from the hedged item is recognised in the financial statements,
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22. Reserves and statement of changes in shareholder’s equity (continued)

Company
Share Accumulated '
capital Iosses Total
£m £m £m
At 1 Jannary 2010 - (830.4)  (830.49)
Loss for the year - (362.1) (362.1)
At 31 December 2010 - (1,192.5) (1,192.5)
Company
Share Accumulated
capital losses Total
£m £m £m
At 1 January 2009 - (982.0) (982.0)
Profit for the year - 151.6 1516
At 31 December 2009 - (830.4).  (830.4)
23. Cash generated from operations
Group Company
Reconciliation of {loss) / profit before taxation to 2010 2009 2910 2009
cash generated from operations: fm £m £m £m

(Loss) / profit before taxation

Finance costs .

Net unrealised loss / {gain) on interest rate swaps at
fatr value

Finance income

(219.7) 217.3 (449.7 67.9
309.6 297.9 334.1 313.7

1274 (361.6) 127.4 (361.6)
(18.3) (22.9) (11.8) (20.0)

Share of (profit) / Joss in associated undertakings 2.7) 3.6
Depreciation of property, plant and equipment 54.1 52.8 - -
Amortisation of infangible assets 24.8 274 - -
Profit on sale of property, plant and equipment 4.2) (0.8) - -
Decrease in provisions (3.3) (0.3) - -
Revaluation of investment properties @27 101 - -
Increase in net retirement benefit asset (8.9 (3.4) - -
Operating cash flows before movements in

working capital 236.1 2201 - -
Decrease in property developments and land held for

sale - 0.1 - -
Decrease in trade and other receivables 24.2 8.1 0.1 83
{Decrease) / increase in trade and other payables {(16.8) (1.4 216.8 137.6
Cash generated from operations 243.5 226.9 216.9 145.9

Group Company
2010 2009 2010 - 2009

Analysis of cash and cash eguivalents £m £m £m £m
Cash at bank and in hand 20.7 41,5 - -

~ Cash and cash equivalents
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24, Related party transactions

The group has interests in two principal associated undertakings: Southampton Container Terminals
Limited (frading as DPWS) and Tilbury Container Services Limited. The nature of these
investments is described more fully in note 27 to the financial statements. During the year, the
group charged these undertakings a total of £28.1m (2009 £27.8m) in respect of property
management and operational services, At the year-end, £6.7m (2009: £6.6m) remained owing by
these undertakings in respect of these charges and in relation to tax losses surrendered by the group
to these entities. Tn addition, in 2010, the group acquired a 49% interest in Associated Global
Logistics Limited, a logistics company incorporated in Ireland. At 31 December 2010 £0.3m
(2009: £nil) of loans were owed by this entity.

The group's UK retirement benefit schemes are managed by The Associated British Ports Group
Pension Scheme (see note 12). During the year, the group charged The Associated British Ports
Group Pension Scheme £0.1m (2009: £0.1m) in respect of administrative services., At the year-end,
£0.1m (2009’ £0.3m) remained owing to the group by The Associated British Ports Group Pension
Scheme in respect of these charges,

Key management employees have access to an employee scheme whick provides relocation
assistance, Prior to 2009 this assistance included unsecured bridging loans to facilitate purchases of
family homes in order to relocate. The taxable benefits of this scheme have been included in the
key management remuneration in note 5. The balance outstanding on the loans to key management
at 31 December 2010 was nil (2009: £0.6m).

During the year, nine of the directors of Associated British Ports Holdings Limited, an indirect
subsidiary of the company, were representatives of the shareholders of ABP (Jersey) Limited. Each
shareholder is entitled to receive fees for the services of these directors and may request that the
fees are paid directly to a director. The fees earned during the year were as follows:

2010 2009
£ £
Goldman Sachs International and Goldman Sachs & Co. {on behalf of

Admiral Institntional Sarl and Admiral Global and International Sarl) 70,000 70,000
Borealis International Investments Corporation and Borealis '

(Luxembourg) S.C.A. - 105,000 105,000
Cheyne Walk Investment Pte Limited 105,000 105,000
M&G Investment Management Limited (on behalf of Infracapital

Partners LP) 35,000 35,000

Further details of the shareholders” share ownership are sef out in note 28.

The company has entered into related party transactions and / or holds balances with the following
related parties:

Name - Relationship
ABP Bonds UK Limited Indirect Parent
ABP Mezzanine Holdeo UK Limited Fellow group undertaking
ABP Subholdings UK Limited : Immediate Parent
Associated British Ports Holdings Limited ‘Wholly owned subsidiary

The following table provides an analysis of the significant fransactions that have been entered into
by the company with group undertakings for the relevant financial year:
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24. Related party transactions (continued)

: Amounts owed
Group relief Interest Interest by / (owed to)

surrendered incurred . paid related parties
: £m ' £m £m £m
ABP Bonds UK Limited
At 31 December 2010 ' 26.2 3.1 - 93.6
At 31 December 2000 315 - - 64.3
At 1 January 2009 32.8
ABP Subholdings UK Limited
At 31 December 2010 - (174.1) 50.0 (1,581.4)
At 31 December 2009 - (158.0) 20.0 (1,457.3)
At 1 January 2009 (1,319.3)
ABP Mezzanine Holdeo UK Limited :
At 31 December 2010 : - - co- 0.1
At 31 December 2009 . - - - 0.2
At 1 January 2009 ' 0.2
Associated British Ports
Holdings Limited _ _
At 31 December 2010 61.1 (37.1) - {531.6)
At 31 December 2009 51.6 (27.7 . (336.8)
At 1 January 2009 . (222.5)

The remainder of the movement in balances between amounts owed by / (toj related parties arises
as a result of the settlement of liabilities on behalf of the entity by the related parties and by the

entity on behalf of the related parties.

Interest is charged on outstanding balances at an interest rate equivalent to the average rate incurred
by the lending party on its debt facilities.

The group has entered into an interest rate swap in order to hedge its interest rate exposure in
‘relation to £2,222.0m of outstanding borrowings. As at 31 December 2010 Goldman Sachs
International continued to act as the counterparty to £88.8m (2009: £88.8m) of the group’s
outstanding interest rate swap. An unrealised loss of £5.1m (2009: £13.7m gain) was made by the
group on this element of the interest rate swap during the year. :

As at 31 December 2010 ABP Mezzanine Holdeo UK Limited, a fellow subsidiary of ABP (Jersey)
Limited, provided £216.3m (2009: £216.3m) of the amounts borrowed by the group under the
subordinated secured facility. Details of the amounts due under the subordinated secured facility
and related transactions are shown below.

2010 2009

£fm £m

- Amount owed under the debt facility at start of year - 216.3 233.3
Amount redeemed during the year - (17.0)

Amount owed under the debt facility at end of year 216.3 216.3

Accrued interest at year end 0.1 -

Interest charged during year 8.8 10.3
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25. Financial commitments

Group Company
2010 2009 2010 2009
, fm £m £m £m
Group capital expenditure contracted but not provided
for 4.9 2.9 - -

The group's share of the capital commitment of its associated undertakings amounted to £4.8m
{2009: £3.7m).

Group Company

Total future mininum lease instalments expected to be 2010 2009 2010 2009
paid under non-cancellable operating leases are as

follows: £fm £m £m £m

Not more than one year 2.4 34 - -

More than one year but not more than five years 8.0 7.0 - -

More than five years 319 23.2 - -

Total to be paid 42.3 33.6 - -
-

The group leases various vehicles and property under non-cancellable operating lease agreements,
which have various terms and renewal rights.

Group Company

Total future minimum lease instalments expected to be '
received under non-cancellable subleases are as 2010 2009 2010 2009
follows: £m £m £m fm
Notmore than one year - 05 0.8 . - -
More than one year but not more than five years 1.9 2.3 - -
More than five years 33.5 17.9 - -
Total to be received 35.9 21.0 - -

The group subleases various properties under non-cancellable operating lease agreements, which
have various terms and renewable rights.

26. Contingent liabilities

Group Company

Contingent Habilities tnder claims, indemnities and 2010 2009 2010 2009

bank guarantees £m. £m £m £m
Bank guarantees in respect 6f subsidiary undertakings

borrowings 342.5 3450  888.9 9100

Other guarantees and contingencies 0.2 0.1 - -

A number of the company’s wholly owned subsidiaries have provided cross guarantees in respect of
group borrowings and facilities totalling £2,616.3m (2009: £2,700.0m). Under these facilities
£2,273.8m of indebtedness was incurred by the group as at 31 December 2010 (2009: £2,350.0m) .
and is included in the group’s borrowings as set out in note 15. As part of the security package for
these facilities the group has given a legal mortgage over the real property owned by its subsidiaries
(excluding Associated British Ports and its subsidiaries) and shares in subsidiaries (excluding
Associated British Ports and its subsidiaries) and a fixed and floating charge over various assets
including the group’s rights in relation to its principal subsidiary, Associated British Ports.
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26. Coxtingent liabilities {contimied)

Other guarantees and contingencies relate primarily to performance bonds,

The group makes contributions to three industry-wide defined benefit pension schermes, which have
various funding levels.. The group's ability to confrol these schemes is limited and therefore the
impact on the group's future cash flows and cost base from these schemes is uncertain. Further

details on these schemes are set out in note 12,

The bankers of a subsidiary undertaking, ABP Insurance Limited, have issued letters of credit
totalling £4.3m (2009; £5.0m) in favour of the group’s employer’s liability insurers, The letters of
credit are secured against cash deposits of £4.3m (2009: £4.2m),.

27. Principal subsidiary and associated undertakings

All principal subsidiary and associated undertakings are domiciled and operate in England and
Wales. The group's controlling interest in subsidiary undertakings is represented by ordinary
All shares held are of the same class with voting rights in the same proportion to the

shares.
shareholding,
% held by Group

Subsidiary undertalkings .
Ports and transport
Associated British Ports Holdings Timited See below’
Associated British Ports 100
The Teignmouth Quay Company Limited ' 100
ABP Marine Environmental Research Limited 100
Property '
Grosvenor Waterside (Holdings) Limited 100
ARP Property Development Company Limited - 100
Grosvenor Waterside Investments Limited _ 100
Associated undertakings : Ports and {ransport
Southarnpton Container Terminals Limited (trading as DPWS) 49

337

Tilbury Container Services Limited
"Under the Transport Act 1981, Associated British Ports Holdings Limited has powers over

Associated British Ports corresponding to the powers of o holding company over a wholly owned

subsidiary undertaking.
“Associated British Ports also owns 49 per cent of the issued preference share capital in Tilbury

Container Services Limited.
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28, Ultimate controlling party parties

The company is a limited liability company registered in England and Wales. Its immediate parent
undertaking is ABP Subholdings UK Limited.

The ultimate parent undertaking and controlling party is ABF {Jersey) Limited which produces
consolidated financial statements that comply with IFRS and are available from Ogier House, The
Esplanade, St Helier, Jersey, JE4 9WG. The consolidated financial statements of ABP (Jersey)
Limited are the largest group in which ABP Acquisitions UK Limited is included.

ABP (Jersey) Limited is a limited Hability company registered in Jersey. The company is owned by
a consortium of investors as shown below.

% of % of
Ordinary  Preference
shares shares

Infracapital Partners LP (through a nominee) acting by its manager
M&G Investment Management Limited 10.00 10.00
Cheyne Walk Investment Pte Limited {owned by GIC Special

Investments Pte) 33.33 33.33
Borealis (Luxembourg) S.C.A. 16.67 33.33
Borealis International Investments Corporation 16.67 -
Admiral Global & hiternational S.a.r.l, (owned by GS Infrastructure

Partners) 23.00 22.71
Admiral Institutional S.a.r.l. (owned by GS Infrastructure Partners) 0.33 0.63

100.00 100.00
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1. Business description

ABP Acquisiions UK Limited is an intermediate holding company. I is the immediate parent of

Associated British Posts Holdings Limited (ABPHY.

The principai activities of the ABPH group comprise the provision of innovative and high-quality pert
lncilzties and related services 1o ship and cargo owners and other users of seaparts in the UK. The group
also provides value-added transport-related services and gencrates income from the ownership and

development of propecties at port locations within the UK.

The ABPH group owns and operates 21 general cargo ports within the UK. [n addition, it owns 49 per cem
of Southampton Container ‘Terminals Limited (orading as DPWS). which operites the second largest
container ternuaal in the UK, and 33 per cont of Tilbury Container Services Limited (TCS), which operates
a deep-sea container terminal located at the Port of Tilbury, The group’s ultimate parent company is ABP
(Jersey) Lunited. a company controlled by a consortium comprising Borealis International [nvestments

Corporation, GIC Special Investments Pe, GS Infrastracture Partners and Infracapital Partners LP,

2. Review of half-year activities

Group overview
The group’s core ports and transport bosiness benefited from improved volumes across a number of its key

trades to detiver further improvement in its operating performance during the first half of 2011,

Revenue from ports and (ransport activities inereased by 6.7 per cent to £209.6m (2010: £196.4m).
Revenue cootributed by the group’s property activities was marginally Tower than in the first half of 2010
at £1.9m (2010: £2.2m) and consequently overall group revenue also ncreased by 6.5 per cent to £211.5m
(2010: £198.6m). Underlying operating profit (before increase in fair value of tnvestment properties and
amartisation of acquisition related adjustments) from ports and transport activilies increased by 1.4 per
cent to £103.7m (2010: £93.1m) and underlying operating profit contributed by the group’s property
business was £1.5m (2010: £1.7m}. Group vnderlying operating profit, as sct out in table 1, increased by
110 per cent to £105.2m (2010: £94.8m). The performance contributed by our core ports and transport
business reflected growth in a number of key trades despite a reduction in total throughput of 3.2% which
was mastly driven by a reduction in low margin ciude oil volumes. The group has also continued 1o
progress a number of strategic projects designed to underpin the future growth of its ports and transport
business.  Further details on these projects, which are subject to significant lead times and customer

demand, are provided in the strategy update.
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Table 1

Six months te Six months to

30 June 2011 30 June 2010 Change from
Operating profit by operating segment £m £m 2010
Ports & transport 103.7 93.1 +11.4%
Property investment 1.5 1.7 -11.8%
Property development - - -
Underlying operating profit 103.2 04,8 +11.0%
Amortisation of acquisition accounting related

adjustments (17.7) (18.2) +2.7%

Group operating profit 87.5 76.6 +14.2%
Recurring ERITDA! 130.4 {21.8 +7. 1%

"Recurring EBITA is caleulated in accordance with the definition set out in the group’s credit facilities — after including the
group’s share of EBTTDA in associated undertakings and exceptionad items but excluding gross proiit from propeny devetopmer
and sale of fixed assels.

Underlying earnings before interest, taxation, depreciation and amortisation (EBITDA) from group
operations increased by 9.4 per cent to £126.7m (2010: £115.8m). Recurring EBITDA (defined in the
group’s credit facilitics - after including the group’s share of EBITDA in associated undertakings but
excluding gross protit from property developmenl activities and disposal of fixed asscts} increased by 7.1

per cent to £130.4m (2010: £121.8m).

Non-cash amortisation charges in relation to acquisition accounting related adjustments for the first six

months of 2011 amounted to £17.7m (2010: £18.2m).

Deep-sca container volumes handled by DPWS and TCS increased by 5.0 per cent to 1,007,600 twenty foot
equivalent units (TT2Us). The group’s share of loss {from associated undertakings in the first half of 2011

was £0.Tm (2010: profit £1.2m).

Finance costs amounted to £158.5m (2010: £153.0m) and included interest costs of £60.9m (2010: £64.1m)
in relation to the group’s senior and mezzanine debt and interest payable of £94.1m (2010: £85.2m) in
relation 1o the subordinated unsecured loans from the parent company, ABP Bonds UK Limited. Finance
income amounted to £6.0m (204): £5.3m) and included the impact of discounts of £2.7m from the
repurchase of debt outstanding under its senior debt facility. The group also recorded a gain of £38.1m in
relation to the waiver of a loan due to a group undertuking, The group recorded an unrealised gain of
£54.5m (2010: {oss of £156.8m) in relation to the interest rate swaps held (0 hedge the group’s exposure to

interest rate movements,

The overall net tax credit for the first half of 2071 umounted 1o £22.5m (2010: charge of £63.4m) and

mcluded a deferred tax credit of £21.1m (2010: £nil) reflecting the impact of changes in the rate of taxation

I
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partially offset by deferred tax associoted with the unrealised gain (2010; vnrealised loss) relating to the

interest rate swaps noted above.

Cash generated from vperations nereased by 7.4 per cent o £132.6m (2000 £123.5m). reflecting the
benetit of the tmproved operating result and increases in provisions, Capital expenditure {or the first hatl
of 2001 amounted o £20.5m (2010: £13.4m}. Borrowings outstanding in relation 1o term loans and finance
leases, net of cash balances. reduced by £90.4m 10 £2,165.0m (30 June 2010: £2.262.8mn and 31 December

2000: £2.255. 4m).

The vperating performance of each operating segment ts discussed in greater detail below:

Ports & fransport

The core ports and transport business accounted for 99 per cent of group revenue (2010: 99 per cent) and
99 per cent (2010: 98 per cent) of underlying group operating profir in the first six months of 2011 and
rematns the key driver of the group’s overall performance. With 21 strutegically located ports, the group is
the largest and leading ports operator in the UK. During the first half of 2011, cargo volumes handled by
our ports decreased by 3.2 per cent to 56.6m tonnes (2010: 38.5m tonnes) however the decrease was mainly
driven by decreased volumes of Tow margin liquid bulks, with dry butks, unitised and other general cargo
volumes showing growth. Table 2 provides an analysis of the changes in volummes at our ports by cargo

category lor the first hall of 201 T compared with the first hall of 2010,

Fable 2

Six months to

Six months to

Changes in ABP's cargo volumes 30 June 2011 30 June 2010 Change from
Cargo 3 million tonnes  million tonnes 2010
Liguid bulks 235 26.1 -10.0%:
Dry bulks 17.3 17.1 +1.2%
Containers, roll-on/roll-oft and vehicles 12.5 12.3 +1.06%
Other gencral cargo 33 3.0 +10.0%
‘Total tonnage 56.6 58.5 -3.2%

fmprovements in the wider economic climate led 1o volume growth across a number of the group’s key
trades during 1he first half of the year. Significant developments in individual cargo volumes included the

following:

e Liquid bulk volumes decreased by 10.0 per cent mostly owing to reduced low margin crude oil

volumes,
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*  Dry bulk volumes increased by 1.2 per cent with increases in immpoits of power generation coal,
¥ ¥ &

minerals (including salt imports) and cement being partially offset by a decrease in iron ore, grain

and animal (eed volumes.

*  Container volumes increased by 5.4 per cent mostly reflecting the growth in volumes at DPWS

* Roll-on/roll-off traffic {excluding vehicles) decreased by 3.6 per cent with fmproved volumes at
Immingham being mere than oftset by reductions in shortsea trade following the withdrawal of the
Stena’s services from Fleetwood. Our import/export vehicle volumes increased by 4.8 per cent
reflecting continuing improved global demand and UK manufacturing activity,

*  Other general cargo volumes increased by 10.0 per cent with improved volumes for steel, serap and

other manufactured goods partially offset by lower chemical volumes.

Table 3 provides an analysis of the changes in the group's passenger volumes for the first half of 201 |

compared with the first half of 2010,

Table 3

Six months to

Six months to

30 June 2011 30 June 2010 Change from
Changes in ABP’s passenger volumes 000's 000's 2010
International ferry passengers 629 634 -0.8%
International cruise pussengers 613 430 +27.7%
Domestic cruise and ferry passengers 36 6l -40.0%
Total 1,278 1,174 +8.9%

The greater part of the group’s international ferry volumes relate to the North Sea routes operating from the

Port of Hull and services from Plymouth to France and Spain. International ferry passenger volumes on the

group’s major roules remained stable during the first halt of 2011 (-0.8%).

The Port of Southampton remains the UK's number-one cruise port and conlinued to grow its volume with
mternational cruise passenger volumes in the first half of 201 [ increasing by 27.7 per cent compared to the

same period in 2010, The namber of cruise calls at the Port also increased by 21.4 per cent to 153 in the

first half of 2010 (2010: 126).

The group’s domestic cruise ferry passenger volumes fell 40.0% in 2011 primarily owing to the cessation

ol Stena Line services from the Port of Fleetwood.
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Ports & transport overview

The table below provides a semmary of the operating results for our ports and transport basiness,

Table 4
o Six months to Six months to o
30 June 2011 360 June 2010 Change from
Ports & trassport _ _£m £m 2010
Revenue 208.6 [96.4 +0.7%
Operating profu 103.7 93.] +11.4%

Revenue from the group’s ports and transport activities increased by 6.7 per cent o £209.0m (2010
£196.4m) and underlying operating prolit increased by 11.4 per cent to £103.7m (2010: £93.3m). The

operating results achieved during the first half refleet the volume developments discussed above.

The group continues to focus on developing its core business through investment in existing facilities on
the back of customer-supported projects. We continue to progress a number of fonge-term more strategic
projects, some of which are heing undertaken to meet the strong demand for port facilities required to
service the rapid expansion in the UK's renewable cnergy scctor.  Briet details on these projects are
provided in the strategy update. Further comments on the regional operations included within the group’s

ports and transpont segment are provided below.

Revenue at Hull and Geole incressed by 4.5 per cent with increases in volumes of biomass, steel and
contamers being more than offset by reductions in chemical, animal feed and coal volumes. At the Port of
Hull, discussions are continuing with Siemens tor the phased development of a 134 acre site on which it is

proposed that Siemens will establish o wind turbine manufacturing plant and riverside export facility.

Revenue at Grimsby and Imminghaim increased by 13.3 per ceut reflecting higher coal, petroleum product,

salt and rofro volumes being partially offset by decreased crude oil, biomass, iron ore and grain volumes.

Revenue at Southampton increased by 4.2 per cent with increased container, car, cruise and salt volumes
being partly offset by reduced crude oil, petrolewm and grain volumes, International cruise volumes at the
Port of Southampton grew by 27.7 per cent during the first half of 2011, The group has announced plans (o
invest £6.0m 1o construct a fourth multi storey car park at the Eastern Docks to provide a nel vseable
footprint of § acres to capitalise on the forecust growth in import/export vehicle volumes in forthcoming
years. In April 2011 a £71m programme for the enhancement of the rail gauge between the Port of
Southampton and the West Midlands was completed, to allow 9 {t 6 in containers to be carried on
conventional flat wagons. The project was jointly funded by Department for Transport, the South Eaxt

Lngland Development Agency and the Enropean Regional Development Fund. The group made a payment
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of £6.0m towards the funding of this project which has been accounted for as an intangible asset. Also at
the porl we have commenced a £1.5m investment to develop an arca on Berth 201 on the west side of the
dry dock which will be used immediately for the handling of cargoes by Solent Stevedores and alse forms
part of the advance preparations for the container werminal expansion project. Work has also started on a

£0.9m imvestment to develop a site to receive road tankers handling motten sulphur on behalf of ICEC.

Revenue for the South Wales region was in hine with prior year with decreased velumes of coal, iron ore
and petroleum products being offset by higher cement volumes. At Newport. the group is discussing plans
10 invest £21.0m 1o develop a renewable fuels terminal for the discharge of biomass into covered storage
and reloading to rail transport and Lo reconstruct essential poet rail infrastructure to support a 1200 MW

biomass fired power gencration facility.

Revenue for the group’s || shortsea ports increased by 7.5 per cent in the first half of 2011 mainly
retlecting increased dredging related revenues and growth in aggregate and manutactured goods volumes
partially offset by reduced ro-ro, grain, steel. salt and petroleum volumes. At the port of Barrow, the group
are investing £0.3m in extending Pontoons for use by Stemens in order lo accommodate servicing and
commissioning requirements in respect of the second phase of the Walney Oftshore wind-farm. At King's
Lynn the group ix investing £0.8M on developing an additional 2 acres site for SITA UK ltd for use in

recycled metals and refuse derived fuel handling operations.

Property investment

The group's property investment activities consist of income generated from tenants on its port estates who
do not make use of its port facilities. Table 5 provides a summary of the contribution from the group’s

property investment activities during the first half of 2011 and 2010.

Table 5
Six months to Six menths to
30 June 201t 30 June 2010 Change from
Property investment £fm £m 2010
Revenue L9 2.1 0.5%
Operating profit 1.5 1.7 -11.8%

Revenue from property investment was marginally below that for the same period in 2011 at £1.9m (2010:
£2.1m) with operating profit also marginally lower than in the prior year at £1.5m (2010: £1.7m). The
majority of this income continues to be generated from non port-related tenants at Southampton and in

South Wales.
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FProperty development

With its originad property disposal programmme largely complete. the timing and scope of property disposals
is now more Jdifficult to predict, particularly wiven the Jong-term nalure of the group’s remaming property
projects and the 1aercisingly protracted and complex planning requirements that oeed to be satisfied prior
to a disposal. The groap did not complete any signiticant property disposals during the first half of 2011
and consequently there was no revenue (20100 LOImY or operaling profit (2010: Lnil) from property

development activities in 201 1.

Associates

The group’s associates comprise a4 49 per cent interest in DPWS, a 33 per cent interest in TCS and a 499%
shave in AGE (Associated Globid Logisticsy, a small liguid bulk logistics operative founded late in 2010
Table 6 provides o summary of the performance of the group’s ussociated underakings for the lirst half of

20101 and 2010,

Tahle 6
Six months te  Six months to
30 June 2011 30 June 2010 Change from
Associates £m m 2010
Throughput (‘000s of twenty-foot equivalent
units} 1,007.6 06(1.0 +5.0%
Group's share of revenue from associates 30.8 283 +8.8%
Group's share ol underlying operating profit in
associates 0.4 27 -85.2%
Group's share of net interest costs in associates 0.6) (0.6) -
Group's share of laxation in assoclates 0.1 {0.9) +111.1%
Group's share of (loss) / profit in associates 0.1 1.2 -108.3%
Group's share of EBITDA in associates 3.7 6.0 -38.3%

Throughput at DPWS increased by 5.8 per cent (0 741,800 TEUs (201 701,200 TEUs) and at TCS
throughput increased by 2.7 per cent to 265,800 TEUs (2010: 258,800 TEUs). As a result of these volume
improvements the group’s share of revenue from associates increased to £30.8m (2010: £28.3m) however,
as a result of the recognition by DPWS ol a non-recurring rates rebate in the {irst half of 2010 the group’s

share of the profit / loss in associates decreased by £1.3m o a loss of £6.1m (2010: profit of £1.2m).
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3. Strategy update

The group’s ports and transport operations continue 1o be the main focus of its activities.

Gur strategy is to invest in long-terim projects in partnership with quality customers that can generate
internal rates of return of al least 15 per cent, In addition, we continue to monitor maintenance capital

expenditure with a view (o maintaining this below our annval depreciation charge,

The group continues to pursue a number of major developments, which have the potential o contribute

significant growth during the coming years. Further information on these investments is provided below.

Also at the port of Southampton, the group has anncunced plans to develop a fifth cruise terminal to
support the forecast growth in Southampton cruise volumes. [t should be noted that the development is

subject 10 suitable commercial agreements being concluded with potential customers.

At the port of Grimsby, we plan to invest up to £25.0m to develop a two berth ro-ro facility to be used for

the import and export of new vehicles. The new terminal wouid be located outside the river entrance to
Grimsby Royal Dock and the development would also provide a new four acre first point of rest parking

area. The new berths would ulso have the capacity to discharge ferry tratlers and mobile plant.

As previously reported. in December 2010, ABP signed a memorandum of understanding with Siemens in
connection with the proposed development of Alexandra Dock. Hull,  The plans include a phased
development of a 134 acre site for the use by Siemens onto which they will establish a wind terbine
manufacturing plant and riverside export facility. It should be noted that the development is subject to

finalisation of a suitable commercial agreement with Siemens.

It addition to the above, we continue to pursue a number ol other renewables related opportunities on the
North and the South bunks of the Humber, where our ability to provide land alongside deepwater access

leaves us well placed to serve the expected growth in land-based and off-shore generation capacity.

At Newport, we plan to invest in the development of a renewable fuels terminal for the discharge of

biomass to feed a T20MW converted coal fired power station within the Port’s hinterland, with a polential
second phase conversion doubling the cutput to 240MW,  Also at Newport. we plan to invest in the
provision of craneage equipment required to handie biomass fuel imports for a4 4OMW renewable energy
plant to be sited within the Port estate. It is anticipated that this investment will be underpinned by a long-

term contract with Nevis Power.
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The geographic spread of our ports menns tha the there is significant additional scope Tor the group 1o
benefit from opportanities related to the development of new biomass and wind-based clectnicity
generation facilives. In addition w the projects highlighted above, we are also continuing to wark o a

range ol growth initiatives i a number of other ports.

As always, we continue to ik (o ull of our customers o ensure that our tacihitics are developed to serve
thair growing requirements, Organie growth complemented by investment in o range of customer-related

projects remains an important driver of the group’s growth prospects.

4. Risks and uncertainties

The group’s existing debt facilities are due for expiry w Junce 2013 and it has hedged & majority of Us
exposure to changes in iuterest cates. As at 30 fune 2011, the group traded comlortubly within its covenant

limits and had access 1O undrown commmnted Gaetlives of £275m.

The cconomic outlook for the LUK continues o be uncertain and there remains the ongoing risk of a future
slowdown in business activity leading to a reduction in the group’s throughput volumes.  The group
possesses many characteristies that provide 1t with a degree of protection against such slowdowns; the wide
geographic spread of 1ts ports; the diversity of cargoes handled and the high level of contracted revenues
with over 80 per cent of its revenue geperated fromn existing agreements and 50 per cent of its revenue

guaranteed,
Further details of the risks and upcertaintics associated wiath the operaling activities of the group are

provided within the directors” report of its Annual Report and Accounts 20§10, Other principal risks and

uncertamties detailed i that report remain unchanged at 30 June 2011,

9
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5. Prospects

The group delivered a robust trading performance in the first half of 2011 underpinned by long term
contracts with its major customers and growth i key trade volumes, Notwithstunding the impact that the

recent developments in the Eurozone and US economies may have on throughput, the group's diversitied

cargo base, long term contracts with a broad mix of customers mean it is well placed to deliver further

growth in the second haltf of 2011

Prver

Peter Jones
Chief Executive
28 September 2011
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Year ended
31 December

2011 2010 2010
Note £m £m £m
Group revenue 3 211.5 [93.6 408.1
Cost of sales o (83.7) {(77.hH) {159.6)
Gross profit 127.8 121.3 248.5
Administrative expenses (40.3) {(44. (74.9)
Increaxe in fair value of investment properties - - 227
Group operating profit . 3 87.5 76.6 196.3
f Analysed between:
Giroup operating profit before increase in Far vilue of
mvestment prepertics and acquisition related items 105.2 94.8 2100
Amortisation of acquisition related adjusbnents (17.7) (18.2) {(36.)
Increase in faiv value of investinent propertics L - - 22.7
Finunce costs 4 (158.5) (154.5) (309.0)
Net unrcalised gain / (loss) on interest rate swaps at fair
value 4 545 (150.8) {127.4)
Finance income 4 44.1 6.8 18.3
Share of {loss) / profit in associated undertakings 3 (0.1} 1.2 2.7
__Profit / (luss) before taxation o 275 (2267 (219.7)
Tuxation 6 22.5 63.4 B2.2
_Profit / (loss) for the period 12 50.0 (i63.3) (137.5)
Unandited statement of comprehiensive inconie for the six months ended 30 June
Year ended
31 December
2011 2010 2010
Note £m £m £m
Profit / (foss) for the period atteibutable to equity
holders 12 50.9 {163.3) (137.5)
Other comprehensive income / (expense):
Surplus arising on revalaation of investment property - - 0.3
Share of associated undertakings' actuarial gan / (loss)
relating to net retirement benefit labilities (0.2} (t1.2) 0.9
Actuarial gain/ (loss) relating (o net retirement benefit asset 32 (58.4) 7.3
Fair value loss on forward foreign exchange contracl (0.1 (0.3} (0.2)
Deferred tax (liability) / asset associated with actuarial guin /
loss relating (o net retirement benefit asset (0.9 16.4 (2.0
Deferred tax movement arising on corporation tax rate
changes (L1} - (0.
Other comprchensive income / (expense) for the period,
net of tax 0.9 {43.5) 6.2
Total comprehensive income / (expense) lor the period,
net of tay, attributable to shareholders 50.9 (200.8) (131.3)
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Unaudited group balance sheet as at 30 June

At 31
December
2011 2010 2010
Note £m £m £m
Assets
Non-currcnt assets
Goodwill 1,045.9 1.052.6 10459
Intangible assets 10 263.8 282.6 2703
Property, plant and equipment 10 1,471.5 [,494,1 1,484.0
Investment property 10 667.7 642.3 667.3
Investments 179.4 176.1 179.7
Retirement benetit assets 11 299 - 20.0
Trade and other receivables - - .8
3,658.2 3,647.7 3,668.0
Current assets
Propenty developments and land held for sale 2.5 3.0 2.5
Derivative financial instruments - - 0.1
Trade and other receivables 208.7 202.6 191.9
Cush and cash cquivalents 8 30.1 39.7 20.7
241.3 2453 215.2
Total assets 3,899.5 3,893.0 3,883.2
Liabilities
Current liabititics
Financial liabilities - borrowings 9 (615.3) (483.6} (521.0)
Derivative financial instruments (228.2) 312.0 (282.7)
Trade and other payables (61.9) (84.1) {65.9)
Current tax linbilities 3.1 (3.1 (3.1)
Provisions (11.6) (13.3) (14.8)
(920.1) (896.4) (887.5)
Non-current liabilities
Financial liabilities - borrowings 9 €3,242.2) (3,344} (3,320.6)
Retirement benefit obligations 11 (3.1 (57.0) (3.0
Deferred tax liabilities (26Y9,5) (265.7) (277.2}
Provisions (26.7) (13.5) {7.8)
Other non-current liabilitics (0.3 (3.1 (0.3}
(3,541.8) (3.685.4) {3,609.0
Total liabilities {4,461.9)  (4.581.8) (4,490.5)
Nct liabilities 3 {562.4) {688.8) (613.3)
Shareholders’ equity
Share capital - - -
Revaluation reserve iz 57.8 34.8 57.8
Hedging reserve 12 - - 0.1
Accumulated losses 12 {620.2) (723.6) (671.2)
Total shareholders’ equity (562.4) (6S8.8) (613.3)
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Unaudited consofidated statement of cash flows for the six months ended 30 June

Year ended
3t December

201 2010 2010

i N o . Note £m fm Im
Cash flows from operating activities
Cash generated from operations 7 132.6 123.5 2435
Interest patd (61.1) {64.2) (175.0)
lnterest received 0.1 0.2 0.4
Taxation relunded B e (0.1)
Net cash inllow from operating activilies 71.6 59.5 65.2
Cash flows from investing activitics
Acquisition of subsidiary undentukings, net of cash acquired (L. (1.7) 5.0
Proceeds from sale of property, plant and equipment 0.1 - 4.6
Purchase of intangible assets {6.0) (0.1 (0.2)
Purchase of property, plant and equipment (13.9) {(13.3) (3.
Purchase of investuent property _ o {0.6) - (1.2)
Net cash cutllow from investing activities (21.6) (15.1) (22.8}
Cash fTows from financing activitics
Decrease in borrowings (40, (46.0) {062.8)
Repayments of obligations under finance leases (0.2) (0.2) {0:h
Net cash outflow Irom financing aclivities {40.6) {46.2) {(63.2)
Increase / (decrease) in cash and cash equivalents during

the period 9.4 (1.8) (20.8)

__Cash and cash equivalents at 1 January _ 20.7 41.5 41.5

Cash and cash equivalents at period end 8 30,1 39.7 20.7

Unaudited reconciliation of net cash flow to movement in net borrowings for the six months ended 30

June
Year ended 3!
December
2011 2010 2010
. e L Note £m fm im
hicrease / {decrease) in cash and cash equivalents during the
period 9.4 (1.8 {20.8)
Decrease in borrowings 40.4 46.0 G2.8
Repayments of obligations under [inance leases 0.2 0.2 0.4
Decrease in net borrowings resulting from cash flows 50.0 44.4 42.4
Borrowings waived by fellow group undertaking 38.1 - 8.0
Discount on buy-back of debl 2.7 4.0 53
Increase in interest pavable (97.3) {89.6) (129.8)
Change in net borrowings during the period {6.5) (41.2) (74.1)
Net borrowings at 1 January (3,820.9)  (3.746.8) {3.746.8)
Net borrowings at period end 9 (3,827.4) (3,788.0) {3,820.9)
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Unaudited consolidated statement of changes in equity for the six months ended 30 June

Share  Revaluation  Hedging  Accumulated
capital reserve reserve losses Total
. £m £m £m £m £m
At 1 January 201 | - 57.8 0.1 (671.2)  (613.3)
Pro(it for the period - - 50.0 50.0
Oiher compiehensive (expense) / income - - (0.1 1.0 0.9
Total comprehensive (expense) / income - (0.1 51.0 50.9
At 30 June 2011 - 57.8 - (620.2) (562.4)
Share Revaluation Hedging  Accumulated
capital reserve reserve losses Total
£m £m £fm £m £m
At January 2010 - 348 03 (317.1)  (482.0
Loss for the period - - - (1633 (1633
Other comprehensive expense - - {(1.3) {43.2) {(43.3)
Tolal comprehensive expense - - {0.3) (206.5)  (200.8)
Al 30 June 2010 - 34.8 - (723.6) (688.8)
Share  Revaluation Hedging Accumulated
capital reserve reserve losses Total
£m £m £m £m £m
At 1 Janvary 2010 - 34.8 0.3 {S17.1y  (482.0)
Loss for the year - - - {(137.5) (137.5)
Other comprehensive incoine / (expense}) - 23.0 {0.2) (16.6) 6.2
Total comprehensive income / (expense) - 230 {0.2) (154.1) {131.3)
At 31 December 2010 - 57.8 0.1 (671.2) {6133}
14
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Unaugdited notes 1o the interim finascial statements
b, Busis of preparation

The interim financad statements do not comprise statutory accounts within the meaning of Section 434 of
the Companies Act 2006, The comparative Ngures for the year ended 31 December 2010 are derived from
the statutory accounts ltled with the Registrar of Companies. The auditors’ report on the statutory accounts
for the year ended 31 December 2010 was angualified and did not contain a statement under Section 498 of
the Companics Act 2006,

The group prepares its Npancial statements in accordance with Intermational Financial Reporting Standards
(IFRSY and Taternational Financial Reporting Interpretations Comimittee (IFRIC) interpretations as adopled
by the LU and with those parts of the Companies Act 2006 upplicable 1o companics reporting under IFRS,
The interim financial statements have been prepared in accordance with JAS 34 “"lnterim Financial
Reporting” as adopted by the European Union. and do not include all the information and disclosures
required in the groap’s anoual financial statements, and should be read in conjunction with the group’s
annual finanecial statements for the vear ended 31 December 2010

The directors have cwried oul a review that indicates that the group will have adequale resources 1o
continue 10 trade for the foresecable future. The group’s habilities include interest rate swaps with a fair
value of £228.2m (30 June 2010 £312,1m) expiring in 2036, interest accrued in relation to the loan from
its immediate parent undertaking of £613.3m (30 Iune 2010: £481.8m) repayable in 2016, and the loan
from its iimmediate parent undertaking of £1,062.2m (2009 £1,062.2m) also repavable in 2016, Given the
maturity dates of these Habilities management are confident that the group has the ability 1o continue to
trade for the foresecable future and therefore the {inancial statements have been prepared on a going
concern bists.

2, Accounling policies

The interim financial statements have been prepared in accordance with the accounting policies set out in
the group’s fimancial statements tor the year ended 31 December 2010,

The group has adopted the following new or revised standards or amendments to standards which are
mandatory for the [fst time for the finamcial year beginning 1 January 2011 and have been endorsed by the
EU, none of which bave had a significant effect on the reported results or fingncial position of the group:

Annual improvements o TFRS (May 2010,

[AS 24 Related Party Ihsclosures (revised definition of related parties).

IAS 32 Financial Instruments; Presentation — amendments relating 1o classification of rights issues .

IFRS 1 (Limited exemption from comparative IIFRS 7 disclosures for first time adopters).

IFRIC 13 Customer Loyalty Programmes.

IFRIC 14 and TAS 19 - The limit on defined henelit asset, minimum funding requirements and their interaction.
IFRIC 19 Extinguishing Financial habilities with Equity Instruments.

There are a number of new standards, revised standards, amendments to standards or interpretations that
have been tssued by the IASB but are either not yet effective, or have not been endorsed by the EU, and
thus have not been adopied by the group. Management has assessed that should these amendments become
effeetive and endorsed by the EU before the end of the financial year, the impact would not have a
significant effect on the reported results or financial position of the group.

A
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3. Segmental analysis

The group is u leading provider to ship and cargo owners of innovative and high-quality port facilities and
services. The group s organised into three reporting operating segments:

a.  Ports and transport - port-related activitics
b.  Property investment - rental income from tenants on port estates not using port fucitities
¢.  Property development - sales of surplus non-operational land and property.

All of the group’s operating activitics are undertaken within the UK.

The group’s reportable operating segments have been identified in accordance with the principles of IFRS
8. The identificd operating segments are the same as those identified last year.

There are immaterial sales between operating segments,  Segment assets include goodwill, intangible
assets, property. plant and cquipment. investment property. investments, trade and other receivables und
property developments and land held for sale.  Segment habilities include trade and other payables,
provisions and other non-current labilities,

Year ended
31 December

2011 2010 2010
£fm £m £m
Group revenue
Ports & transport 209.6 196.4 404.1
Property investment 1.9 2.1 3.9
Property development - 0.1 0.1
Group revenue 211.5 198.6 408.1
Group operating profit
Ports & transport 103.7 0314 206.8
Property investiment 1.5 1.7 3.1
Property development - - 0.1
Group underlying operating profit 105.2 94.8 210.0
Increase in fair value of investment propertics ' - - 227
Amortisation of acquisition related adjustments (17.7) {18.2) {36.4)
Group operating profit 87.5 76.6 196.3
Net finance costs (59.9) (304.5) (418.7)
Share of (loss) / profit in associated undertakings ’ {0.1) [.2 2.7
Profit / (Inss) before taxation 27.5 (226.7) (219.7)
Taxation 22.5 63.4 82.2
Profit / (loss) for the period attributable to equity
shareholders 50.0 {163.3) (137.5)

Increase in fair value of investment properties for the year ended 31 December 2010 comprised £21.3m in
refation to the group's ports and transport segment, £1.4m in relation to the group's property investiment
segment and tnil in relation 1o the group’s property development seginent.

2 Share of (loss)/ profit in associated underiakings relutes 1o the group's ports and transport segment.
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3. Segmental analysis (coutinued)

At
Becember
2011 2010 2010
— S . £m tm fm
Scgpment assels
Ports & transport 3,598.6 3.5379.7 3,601.3
Properly investiment 58.7 57.7 38.6
Property development 28 39.8 28
Share ol associated undertakings | 179.4 176.1 9.7
Total sepment usscg;‘ N 3.839.5 3.853.3 3.842.4
Group assets
Derivative financial instruments - - 0.
Cash and cash ¢quivalents 30.1 397 207
Retirement benelit assets o 299 - 20,0
Total group assets 60.0 39.7 40.8
Totalasscts T 38995 38930 38832
Segment liabilities
Ports and transport (98.5) (92.5) (86.0)
Property investment - - -
Property development o (2.0) (23.7) (22
Total segment liabilitics (100.5) (116.2) (88.8%)
Group liabilitics
Borrowings (3,857.5) (3.827.7) (3.841.6)
Derivative financial instraments (228.2) (312.h) {(282.7)
Retirement benefit obligations (3.1) (57.0) 3.0
Other liabilities (272.6) {268.8) (280.3)
Total group liabilities (4,361.4)  (4.465.6) (4.407.7)
Total liabilitics (4,461.9)  (4.581.8) (4,496.5)
Total capital expenditure’
Ports & transport 20,7 13.8 330
Property investment _ - - -
Total capital expenditure 20,7 13.8 33.0
Total depreciation and amortisation
Ports & transport 39.3 39.2 78.9

oo . . 3 '
Share of associated undertakings relates to the group's poris and transport segment.

* Cupitad expenditure comprises bulance sheet additions for property, plast and equipment, investmesit

proprerty and intangible ussets.
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4. Finance costs

Year ended
31 December

2011 2010 2010

£m £m £m

Term loans and overdrafts 60.9 64.1 128.2
Finance leases 0.1 0.1 0.2
Amortisation of borrowing costs 29 29 3.8
Loan from parent undertakings 94.1 835.2 174.1
Other 0.6 0.8 1.6

Less: finance costs capitalised on pavments for non-current

assets (0.1 (0.1 (0.3)
Finance costs 158.5 153.0 309.6
Discount on debt buy-back 2.7) (4.0 5%
Interest receivable from parent undertaking (3.1) (1.3) (3.1}
Other finance income (0.2} - (1.9
Interest receivable {(6.0) (5.3) {10.3}
Waiver of loan due 1o group undertaking (38.1) - (3.0}
Finance income (44.1) (3.3) {18.3)
Net unrealised (gain) / Joss on intercst rate swap at fair valve (54.5) 156.8 127.4
Net finance cost 59.9 304.5 418.7

Waiver of loan due to group undertaking of £38.1m arising in the six months ended 30 June 2011 (year
ended 31 December 2010: £8.0m) relates to a waiver by a [ellow group undertaking, ABP Mezzanine
Holdeo UK Ltd. which waived £38.1m (vear ended 31 December 2010: £8.0m) of amounts due in respect

of subordinated debt that it had acquired, on arms length terms, from a third party bank lender.

5. Share of profit / (loss) in associated undertakings

Year ended
31 December

2611 2010 2010

£m £m £m

Share of revenue in associated undertakings 30.8 28.3 58.5
Share of expenses in associated undertakings (30.4) {25.6) (33.9)
Share of operating profit in associated undertakings 0.4 2.7 4.6
Share of net finance costs in associated undertakings {0.6) (0.6) (L.1)
Share of taxation in associated undertakings 0.1 (0.9) {0.8)
Share of (loss) / profit in associated undertakings (0.1) [.2 2.7

6. Taxation

The group is subject to UK corporation tax. The raie of taxation applicable to the group’s taxable profits for
the period ended 30 Fune 2011 was 27.0% {period ended 30 Juine 2010 28.0%). The current tax credit for the
period ended 30 June 2011 amounied to £12.2 (period ended 30 June 201¢: £14.9) in respect to group relief .
The underlying deferred tax credit for the period ended 30 June 2011 amounted to £10.3m (period ended 30

June 2010: £48.5m).
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7. Cash generated from operations

Year ended

31 December

Reconcilialion of profit / (loss) belore taxation 1o cash 2011 2010 2010
_generated from operations: Em __tmn fm
Profit / (loss) betfore laxation 27.5 {226.7) (219.7)
Finance costs 158.5 153.0 309.6
Net unrealised (gaind / Toss on interest rate swaps at Fair value (54.5) 156.8 127.4
I“inance income (44.1) (3.3) (18.3)
Share of loss / {prolit) in associgted undertakings 0.1 (1.2} (2.7
Depreciation of property, plant and eyuipment 26.8 26.8 541
Amortisation of intangible assets 12.5 124 24.8
Profit on sale of property, plant and equipment - {4.2)
Increase / {decrease) o provisions 15.3 33 {3.3)
Revaluation of investment properties - - (2270
Increase in net retrement benetit asset (6.7) ((1.6) (8.9}
Operating cash Mows before movements in working capital 135.4 F18.5 236.1
{[ncrease) { decrease in trade and other receivables 0.1; (.8 242
(Decrcase) / increase in trade and other puyables 29 4.2 (16.8)
Cash generated from operalions 132.6 123.5 243.5
8. Cash and cash equivalents

At 31

December

Analysis of cash and cash equivalents: 2011 2019 2010
_ £m fm £m

Cush at bank and in hand 30.1 39.7 20.7
Cash und cash equivalents 30.1 39.7 20.7
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9. Net borrowings

At 31

December

2011 2010 2010

fm £m £m

Sentor term loans 1,870.8 1,970.0 1.951.9
Mezzanine term loans 322.0 330.0 322.0
Finance leuses 0.7 1.1 0.9
Accrued interest — term loans and overdraft 1.6 1.4 1.3
Net cash (30.1) {39.7) (20.7
Net term loans and finance leases 2,165.0 22028 2.255.4
[nvestor loan notes 1,062.2 1.062.2 1.062.2
Accrued interest — investor loan notes 013.3 481.8 3192
Debt issuance costs (13.1) (18.8) {15.9)
Net borrowings 3.827.4 3,788.0 3.820.9
Current 615.3 483.6 521.0
Non-current 3,242.2 3,344.1 3.320.6
Less: cash and cash equivalents {30.1) (39.7) (20.7)
Nel borrowings 3,827.4 3.788.0 3.820.9

The group’s borrowings are all denominated in sterling. Term loans are repayable between 2013 and 2014

and bear interest linked to London inter-bank borrowing rates.

Obligattons under finance leases are

secured on related leased assets. As at 30 June 2011, the group’s term loans are exposed to re-pricing

within 12 months of the balance sheet date,

20
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10. Movements in property, plant and cquipment, investment property and intangible assets

Property,
plant and Investment Intangible
equipment property assets
£m £m £m
Six months ended 30 June 2011
Qpening net book gmount as at 1 January 2011 1.484.0 067.3 270.3
Additions 14,1 .6 6.0
Transfers between assel calegories Q.2 (0.2) -
_Depreciation aond amortisation o Q68 - (25
Closing net book amount at 30 June 2011 1,471.5 667.7 203.8
Six months ended 30 June 2010
Opening net book amonnt as gt | anuary 2010 1.507.2 042.3 2949
Additions 137 - 21
Depreciation and amortisation (26.8) N - 2y
Closing net book amount at 30 June 2010 1,494.1 642.3 282.6
Ycear ended 31 December 2010
Opening net book umount as at 1 January 2010 £,507.2 642.3 2049
Additions L6 12 0.2
Transfers between asset calegories (0.3) 0.3 -
Transfers from properly development and lund held Tor sale - 0.5 -
Depreciation and amortisation {(34.1) - (24.8)
Disposals {0.4) - -
Surplus on revaluation - 0.3
Loss on re-measurement - 227 -
Closing net book amount at 31 December 2010 1,484.0 667.3 270.3
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11. Pension costs

The total pension charge included in the group income statement was as follows:

Year ended
31 December

2011 2010 2010

£m £fm £m
Defined benefits scheme and vnfunded retirement bencfit armrangements 33 33 6.3
Defined contribution arrangements 0.6 0.7 1.4
Indostry wide schemes 0.1 0.4 0.4
Gross pension costs 4.0 4.4 2.1

Finance income {3.3) {1.2) {5.3)
Net pension charge recognised within operating profit 0.7 3.2 2.8

The valuation for the group’s main defined benefits pension scheme was reviewed by the scheme’s actuary
at 30 fune 201 1. Based on this review, the scheme’s net surplus was estimated as being £26.8m at 30 June
2011 (31 December 2010: £20.0m), representing an increase of £9.9m since 31 December 2010,

The company is a participating body in the Pilots National Pension Fund (PNPF) which is an industry-wide
multi-employer defined benefit scheme. The scheme rules do not provide 8 mechanism for allocating the
past service deficit associated with this scheme Lo participating bodies. A court ruling to deterniine a
mechanism for the ailocation of the past service deticit was issued in July 2010 and claritied that the trustec
has wide powers to amend the rules to impose contributions on all categories of participating bodies, A
number of appeals against the ruling have now been brought and the trustee of the scheme has indicated
that they will not seek to engage with participating bodies over recovery of the scheme defieit undl these
appeals have been determined. The group is unable to quantify the financial impact from its participation
in the PNPE until the trustee has completed the valuation process and concluded the allocation of the
resulting deficit and the related recovery period.

12. Reserves and statement of changes in sharcholders® equity

Share Revaluation Hedging  Accenmulated

capital reserve FESCIVe tosses  Total
£m £m £m £m £fm
At January 2011 : 57.8 0.1 (6712) (6133)
Share of associated undertakings’ actuarial loss relating
to net retircment benefit ligbilities - - - (0.2) (0.2)
Actuarial gain relating to net retirement benefit asset - - - 3.2 3.2
Fair value joss on forward foreign exchange contract - - (0.1} - {0.1)
Deferred tax associated with actuanal gain relating to
the net revrement benefit asset - - - (0.9) 0.,
Deferred tax gssociated with revaluation of invesiment
property - - - (1.1} (1.0
Profit for the period - - - 50.0 50.0
At 30 June 2011 - 57.8 - {620.2) (562.4)
22
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12. Reserves and statement of changes in sharcholders’ equity (continued)

Share  Revaluation Hedging  Accumulated
capital CeSETVL Teserve Josses  Total

________ L L - £m g Em fm_ tm
At T January 2010 i 348 03 (517.1) (482.0)
Share of associated undertakings” actuarial luss relating

o pet retirement benefin liabilities - - {1.2) {(1.2)
Actuarial loss relating 1o net retirement henefit

Liabilities - - - (384 (88.4)
Fuair value loss on forward foreign exchange contract - - (0.3) - (0.3}
Deferred tax associated with actuarial loss refating o

the net retirement benelil liabilites - - - 16.4 0.4
Loss for the period - - - {(163.3) (163.3)
At 30 June 2010 - 348 - (723.6) (688.8)

Share  Revaluafion Hedging  Accumulated
capital reserve reseryve tosses  Total

______ £m £m £m £fm  &m
At 1 January 2010 - 34.8 0.3 (517.1%  (482.0
Surplus arising on revaloation of investment property - 0.3 - - .3
Transfer between reserves arising on revaluation of

investment property - 227 - (22.7) -
Share of associated undertakings' actuarial gain relating

10 net retirement beneOt Hubilities - - - 0.9 0.9
Actoarial gain relating 10 net retirement benefit assets - - - 73 7.3
Fair value loss on forward foreigh exchange contract - - (0.2} - {(Hh.2)
Deferred tax assoctaied with actuarial gain relating to

net retirement benefit assets - - - {(2.0) (2.0
Deferred tax associated with revaluation ol investment

properiy - - - {0.1) (0.1)
Loss for the year - - - (137.5) {137.5)
At 31 December 2010 - 57.8 0.1 (671.2) (613.3)

13. Subsequent Event

Included within provisions at 30 June 2011 are amounts in relation 10 potential claims against the company
from some port customers for whom business rates were levied by local authorities for the first time from
2003 onwards, The passing of the Localsm Act on 15 November 2011, is expected to result in law that
will in most cases significantly reduce the rates liability to affected port customers for the period 2005 to
2008, and therefore will reduce the quantum of potential claims. The impact on the group’s provisions for
such ¢laims wilt depend on the exact terms of the Statutory [nstruments issued pursuant to the Localism
Act. No adjustment has been made in relation to this event in the interim financial statements.
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Introduction

We have been engaged by the Company to review the condensed set of financial statements in the half-
yearly lnancial report for the six months ended on 30 June 2011 which comprises the Group income
statement, Group Statement of comprehensive income, Group balance sheet, Consolidated statement of
cush flows, consolidated statement of changes in cquity and the related explanatory notes. We have read the
other information contained in the half yearly financial report and considered whether it contains any
apparent misstatements or material inconsistencies with the information in the condensed set of financial
statements.

This report is mude solely (o the company in accordance with guidance contained in Internattonal Standard
on Review Engagements 2410 (UK and Treland) "Review of Interim Financial Information Performed by
the Independent Auditor of the Entity” issued by the Auditing Practices Board., To the fullest extent
permittcd by law, we do not acceptl or assume responsibility to anyone other than the company, for our
work, for this report, or for the conclustons we have {ormed.

Directors' Responsibilities

The half-yearly finuncial report is the responsibility of. and has been approved by, the directors. The
directors are responsible for preparing the half-yearly financial report in accordance with the Disclosure
and Trunspareney Rules of the United Kingdom's Financial Services Authority.

As disclosed in note 1. the annual financial statements of the group are prepared in accordance with 11'RSs
as adopted by the Evropean Union. The condensed set of financial statements included in this half-yearly
financial report has been prepared in accordance with Intermational Accounting Standard 34, "Interim
Financial Reporting”, as adopted by the European Union.

Our Responsibility

Qur responsibility is to express to the Company a conclusion on the condensed set of financial statements
in the half-yearly financial report based on our review.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements (UK and
Ireland) 2410, "Review of Interim Financial Information Performed by the Independent Auditor of the
LEntity™ issued by the Aunditing Practices Board for use tn the United Kingdom. A review of interim
financial information consists of making enquiries, primarily of persons responsible for financtal and
accounting matters, and applying analytical and other review procedures. A review is substantially less in
scope than an audit conducted in accordance with International Standards on Auditing (UK and lreland)
and consequently does not enable us to obtain assurance that we would become aware of all stgnificant
matters that might be identified in an audit. Accordingly., we do not express an audit opinion.

Conclusion

Based on our review. nothing bhas come to our attention that causes us to belicve that the condensed set of
financial statements in the hatf-yearly financial report for the six months ended on 30 June 2011 is not
prepared, in all material respects, in accordance with Intermational Accounting Standard 34 as adopted by
the European Union and the Disclosure and Transparency Rules of the United Kingdom's Financial
Services Authority.

st & i?*&ﬂji WP
Ernst & Young L.LLP
United Kingdom
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