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The Directors of Australia Pacific Airports Corporation Limited (the Company) and its controlled entities (the Group or
APAC) present their report for the financial year ended 30 June 2021.

Principal activities
During the financial year, the principal activity of the Group was the ownership and management of Melbourne Airport and
Launceston Airport.

Review of operations

The Group continues to navigate the impacts of the evolving COVID crisis. With the emergence of the Delta variant and
relatively low vaccination rates, there is an increased frequency of lockdowns to control outbreaks that will continue to
impact the Group through FY2022.

In relation to the year ended 30 June 2021, prior to the emergence of Delta, the Group saw a positive rebound of domestic
travel following the reopening of domestic borders after successive lockdowns from July 2020 to November 2020, with
early signs of traveller confidence. Domestic passengers reached 66% of 2019 passenger volumes (pre COVID) in April
2021. Overall domestic passengers for APAC Group for the year were 6.5 million, 24% of 2019 passenger volumes, 5.4
million for the six months to June 2021 (41% of 2019 passenger volumes).

International travel remains at historic low levels, with the ban on international arrivals into Victoria lifted in December 2020
and replaced with a cap on international arrivals per week to facilitate repatriation flights only.

The Group is well positioned to manage through the recovery given:

- As at 30 June 2021, the Group had $1,431 million of undrawn facilities in the form of unused revolving bank debt,
working capital facilities and cash at bank of $32 million as at 30 June 2021, which the Directors believe to be sufficient
to cover the Group’s funding needs for at least the next 12 months.

- In April 2021, the Group extended its A$400 million Syndicated Facility tranche A by 3 years from 30-Sep-21 to 30-
Sep-24 and established a new 5-year $200 million bilateral facility to early refinance the $191 million USPP which is
due to mature in September 2021.

- The Group continued to progress critical capital projects, with investment focussed on critical aviation infrastructure
and investment in the commercial property portfolio. The forward capital program is under continuous review, with
opportunities taken to defer or reduce the costs of capital projects.

- The Group also continue to work with suppliers to continually manage costs tightly while ensuring a safe travel
experience for passengers.

- As a direct result of the on-going impact of COVID-19, unfortunately a number of roles were made redundant in
September 2020, with 69 roles impacted overall, which represents 16.5% of total jobs across the Group.

- Due to a decline in revenue of $707.6 million against 2019 (67.5%), the Group qualified for $8.9 million in wage
assistance in the period as a result of the Federal Government's JobKeeper scheme.

- The Group continued supporting our airport partners, with the Board approving assistance packages to the value of
$266.2 million for Airlines, Retailers, Landside Access and Property tenants affected by the ongoing reduction in
aviation activity since the beginning of the pandemic to 30 June 2021. Parking was free of charge to guests, Airport
partners and Melbourne Airport staff, until 1 November when car parking charges recommenced, aligning to the
opening of domestic borders.

- Cash collection continues to be a key focus area, with benefits realised in the Group's net operating cash flows.

- Afurther two significant development projects were delivered in commercial property, with Bapcor (48,000 sqm) and
Agility (32,000 sgm) welcomed to the Melbourne Airport Business park (MABP).

- The Group continues to leverage opportunities for long term growth outside of our Aviation business. In November
2020, Melbourne Airport announced the development of a Seqirus / CSL vaccine manufacturing facility, to be built
over the next 3 years in Melbourne Airport Business Park. This deal is considered a major breakthrough, securing a
long-term deal with the country’s largest manufacturer of vaccines, continuing to diversify our revenue and
demonstrating the potential for at scale and diverse development on the estate.
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- The Board note the major role of vaccinations in protecting the population and unlocking air travel, especially
overseas markets. The Group is incentivising Victorians to be fully vaccinated against COVID-19 by giving six
holidaymakers $10,000 in cash to spend on travel. The intent is to assist in incentivising others to vaccinate when
further vaccine supplies become available.

Financial results:

As noted in the review of operations, the Group continues to be significantly impacted by COVID-19, with domestic
passengers reaching only 24% of 2019 passenger volumes, generating revenue of $339.5m and reported Operating Profit
for the year of $167.2 million, significantly lower than 2020.

The result was supported by strong performance in the Commercial property business, with the portfolio having low
reliance on international and domestic travel, generating revenue of $110.9 million, an increase of $9.8 million on the prior
period. This performance was driven by the completion of new MABP developments, new long term MABP leases and the
commencement of ground rent for the Seqirus / CSL vaccine manufacturing facility. The additional revenue was partially
offset by assistance packages provided to those tenants affected by the ongoing reduction in aviation activity and those
meeting the criteria for assistance as legislated under the Commercial Tenancy Relief Scheme.

Aeronautical revenue was $89.1 million, largely driven by domestic activity in the second half of the financial year and was
supported by increased freight revenues, up $8.6m on 2020.

Ground Transport revenue was $59.4 million, again largely driven by domestic activity in the second half of the financial
year, with parking charges recommencing from 1 November 2020. Revenue was impacted by the support provided to car
rental operators. Total revenue per passenger grew from $5.73 to $8.85 over the year, driven largely by a mode share
shift towards parking and higher transaction values.

Security costs and recoveries have decreased in line with the decline in passenger volumes, with charges based on a per
passenger basis.

Operating costs were $172.3 million (2020: $287.2 million). Excluding the write back of $9.5 million of the Group's
allowance for expected credit losses (2020: $34.1 million expense) and the impact of the change in accounting policy for
Software-as-a-Service which resulted in an expense of $13.3 million, operating costs decreased by $77.9 million to $168.5
million, a year on year a decrease of 31.5%, or $55.8m (28%) excluding security costs.

Operating costs continue to be managed proactively to respond to the lower passenger levels. Given the 58% reduction
in revenue, the Group qualified for $8.9 million from the JobKeeper scheme.

The results include a gain on revaluation of investment property of $388.0 million, with the portfolio valued at $2.1 billion.
This revaluation gain was driven by the completion of developments in the MABP, compression of capitalisation rates in
the industrial sector, rental growth and an increase of the value of developable land.

After interest and depreciation, the group generated a statutory profit before tax of $92.8 million.

Change in accounting policy - Software-as-a-Service (SaaS) arrangements

In March 2021, the IFRS Interpretations Committee (“IFRIC”) issued an agenda decision to clarify the accounting treatment
for SaaS arrangements, including the accounting for related implementation, customisation and configuration costs. The
IFRIC clarified that SaaS arrangements are service contracts that provide the Group with the right to access the cloud
provider's software over a period of time. As a result, the underlying software the Group has the right to access is not
controlled by the Group and therefore ongoing access fees as well as costs incurred to implement, customise and
configure the cloud provider's software are recognised as an expense when incurred. Costs incurred related to software
controlled by the Group are capitalised and amortised on a straight-line basis over their useful life.

Accordingly, the Group has revised its accounting policy in relation to SaaS arrangements in line with the new guidance.
The Group’s revised accounting policy is presented in Note 2 Significant accounting policies.

All expenditure in the current financial year in relation to SaaS arrangements has been assessed under the new guidance
and expensed or capitalised as appropriate. $13.3 million of SaaS related costs have been recognised as an expense in
the current year, which previously would have been capitalised and amortised over their useful life. The costs relate to the
implementation of an enterprise resource planning system and the cost of the implementation of Cyber Security
applications, all of which are SaaS arrangement.
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The change in accounting policy is required to be applied retrospectively. As a result, the Group has restated its prior year
comparative and opening retained earnings as at 1 July 2019 (the start of the comparative period). Refer to Note 4 for an
overview of the impact of the change in accounting policy on these periods.

Underlying Operating Profit for the year

As disclosed in the Statement of Profit or Loss and Other Comprehensive Income, “Operating Profit” represents profit
before finance costs, income tax, depreciation and amortisation, impairment losses associated with assets under
construction and changes in the fair value of investment properties.

Underlying Operating Profit further excludes certain significant income and expense items that qualify for adjustment as
part of the Group's reporting on covenant compliance to its lenders, as further described in Note 5.

Summarised below is a reconciliation between reported Operating Profit and underlying Operating Profit:

2021 2020

Note $'000 $'000
Operating Profit (reported) 167,160 529,574
Impairment of accrued retail revenue 5 - 26,332
Allowance for expected credit losses - (Reversal)/expense 5 (9,503) 34,094
Software as a Service expense 5 13,303 7,251
Underlying Operating Profit for the period 170,960 597,251

Significant changes in the state of affairs
Aside from the matters discussed in the "Review of Operations" section, there were no significant changes in the state of
affairs of the Group during the financial year

Dividends

No dividend has been declared for the year ended 30 June 2021. On 24 February 2020, the Directors declared an interim
dividend of $104.2 million ($0.88 per share). On 26 March 2020, the Board resolved that the dividend declared on 24
February 2020 be cancelled.

Events occurring after balance sheet date

The Directors note the emergence of the Delta variant and relatively low vaccination rates have increased the frequency
of lockdowns to control outbreaks. While there is a preference, based on limiting the economic damage, for short, sharp
interventions, the outlook to the end of December 2021 is for rolling disruptions across state jurisdictions to continue. In
August 2021, Victoria entered the state’s sixth lockdown, with Metropolitan Melbourne subject to stay-at-home directions,
including a curfew. The New South Wales outbreak has not yet peaked and is likely to have a long tail. A rapid acceleration
of Australia’s vaccination program is underway, with 70% and 80% thresholds identified as part of a plan to reduce the
frequency and severity of lockdowns, keep interstate borders open and reopen Australia to the world.

The expected impacts of the lockdowns are reflected in the scenarios modelled by the Group which informed the Group's
key estimates and judgements and the Directors conclusion that the Group is a going concern. However, the exact impact
on the financial position and performance of the Group in the future as a result of the ongoing developments cannot be
predicted. Refer to Note 1 to the Financial Statements for Going Concern disclosure.

On 3 August 2021, the Board approved a further restructure of the Group's hedge portfolio. This continues the Group's
strategy to minimise cash interest paid. The restructure was executed in August 2021 and is expected to deliver a further
$26 million reduction in future interest payments bringing the total reduction to $120 million to 30 June 2022.

Other than the above, no other matter or circumstance has arisen since 30 June 2021 that has significantly affected, or
may significantly affect the Group's operations, the results of those operations, or the Group's state of affairs in future
financial years.
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Directors

Name Position
Peter Hay Chair
Lyell Strambi Managing Director
Lianne Buck Director
Michael Cummings Director
Danny Elia Director
David Kenny Director
James Fraser-Smith Director
Raphael Arndt Director
Debbie Goodin Director
Peter Hay

Chair

Mr Hay has a strong background and breadth of experience
in business, corporate law, finance and investment banking
advisory work, with particular expertise in relation to
mergers and acquisitions. He has also had significant
involvement in advising governments and government-
owned enterprises. Peter's board experience spans mining
and resources, manufacturing, retail, property, and financial
services. He is currently Chairman of Newcrest Mining and
Mutual Trust. He is a former Director on the boards of
Vicinity Centres, GUD Holdings, Novion, Myer, ANZ Bank,
and Alumina.

Michael Cummings
Director and Chair of Remuneration Committee

Mr Cummings is Co-Head of AMP Capital's Australian
Infrastructure business. In addition to APAC, Mr Cummings
is on the boards of Powerco NZ, Endeavour Energy, Opal
Aged Care and Chairman of Evergen. Mr Cummings has
over 30 years of international experience in the
infrastructure sector — having held senior executive
positions in a number of major energy infrastructure
companies. Mr Cummings is a Graduate member of the
Australian Institute of Company Directors, and a Member of
the Institute of Directors New Zealand and Engineering
New Zealand.

Danny Elia
Director

Mr Elia is the Global Head of Asset Management at IFM
Investors where he is responsible for driving IFM
Infrastructure’s asset management strategy across the
Australian and Global Infrastructure funds. Previous roles
include CEO of South Australian Health Partnerships,
Director of Public Private Partnerships for Leighton
Contractors, General Manager of Transurban Victoria and
Finance Director of Linfox Logistics Asia Pacific. Mr Elia is
currently a Director on the board of Committee for
Melbourne.

Period of directorship

Appointed 1 June 2019
Appointed 9 November 2015
Appointed 14 October 2016
Appointed 19 March 2015
Appointed 6 October 2015
Appointed 7 December 2015
Appointed 15 September 2016
Appointed 29 August 2019
Appointed 1 March 2020

Lyell Strambi
Managing Director and Chief Executive Officer

Mr Strambi has extensive aviation experience spanning
more than 40 years both in Australia and overseas. Before
joining APAC, Mr Strambi spent six years at Qantas, the
last two as CEO of Qantas Domestic. Prior to this, Mr
Strambi worked for eight years at Virgin Atlantic Airways
based in London. Mr Strambi is currently a Director of
Aurizon Holdings Limited.

Lianne Buck
Director

Ms Buck is a highly experienced leader, combining current
board and governance experience with a successful career
as a senior investment professional. Ms Buck has
extensive experience in investment management, strategy,
corporate finance, business transformation and government
and stakeholder management. In addition to APAC, Ms
Buck currently serves on the boards of ISPT, Spark
Infrastructure RE Limited and is an Advisory Board member
to Amicaa Advisors and a Specialist Advisor to NSW
Treasury Corporation’s (‘TCorp’) Management Investment
Committee. Ms Buck was previously a Director on the
board of Utilities of Australia and the Head of Direct
Investments and Infrastructure for TCorp.

David Kenny
Director

Mr Kenny is a Principal, Infrastructure at AMP Capital
Investors. Previously Mr Kenny worked for Ontario
Teachers’ Pension Plan Board (OTPP), where he was
General Manager, Business Development. He also served
as General Manager, Corporate Finance at Downer
Infrastructure in Sydney, and worked in both Sydney and
London for Macquarie Airports, where he held senior roles
including that of Chief Investment Officer. Mr Kenny is
currently a Director of Reliance Rail.
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James Fraser-Smith Debbie Goodin
Director Director and Chair of Audit, Risk & Finance Committee

Mr Fraser-Smith is the Head of Unlisted Infrastructure and Ms Goodin has diverse executive experience in operations,
Timberland division at the Future Fund. In this role, he is finance, mergers and acquisitions and corporate services,

responsible for strategy, investment and asset and has worked globally, and in both the public and private
management across a global portfolio of infrastructure sectors. In addition to APAC, Ms Goodin is on the boards of
assets worth approximately $10 billion. Prior to joining the  Atlas Arteria Roads Limited and APA Group. Ms Goodin
Future Fund, Mr Fraser-Smith spent over 10 years at has a Bachelor of Economics degree, is a Chartered

Hastings Funds Management, a specialist infrastructure Accountant, has formally qualified as an Insolvency
manager. He holds Engineering and Commerce degrees Practitioner and is a Fellow of the Williamson Community
from the University of Melbourne and a Masters in Applied Leadership Program.

Finance. He is also a Graduate Member of the Australian

Institute of Company Directors.

Raphael Arndt
Director

Dr Arndt was appointed as the Chief Executive Officer of
the Future Fund on 1 July 2020 and served as the Chief
Investment Officer from 2014 to 2020. Dr Arndt was
previously the Fund's Head of Infrastructure and
Timberland establishing both the Timberland and
Infrastructure investment programs. Dr Arndt is also
Chairman of the Investment Committee and a Board
Member of the Melbourne Lord Mayor’s Charitable
Foundation. Dr Arndt holds Engineering and Commerce
degrees and a PhD from the University of Melbourne which
focused on risk allocation in Public Private Partnerships.

Meetings of Directors
The number of meetings of the company's Board of Directors (‘the Board') and of each Board committee held during the
year ended 30 June 2021, and the number of meetings attended by each Director were:

Audit, Risk and Finance

Full Board Remuneration Committee Committee
Held Attended Held Attended Held Attended
Peter Hay 12 12 8 8 4 4
Lyell Strambi 12 12 8 8 4 4
Lianne Buck 12 11 8 8 4 4
Alternate - Simon Beer - 1 - - - -
Michael Cummings 12 12 8 8 - -
Danny Elia 12 12 8 8 - -
David Kenny 12 11 - - 4 4
Alternate - David Dowling - 1 - - - -
James Fraser-Smith 12 12 8 8 - -
Raphael Arndt 12 10 - - - -
Debbie Goodin 12 12 - - 4 4

Those attended by the Company Secretary were:
Held Attended Held Attended Held Attended
Aaron Gant 12 12 8 8 4 4

Regular board updates have been held with management in response to COVID-19. These updates are not considered
formal board meetings.
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Future developments

The Group's future developments and operations are included within the Master Plans of Melbourne Airport (2018) and
Launceston Airport (2020). The documents, published every five years, include setting the strategic direction for each
airport, providing plans for development, documenting to the public the intended uses of the sites and development
proposals and ensuring compliance with environmental legislation and standards.

The 2020 Launceston Airport Master Plan was submitted to the Federal Government and was approved by the Deputy
Prime Minister on 22 July 2020.

The impact of COVID-19 on the Group's future plan has been considered and disclosed in the financial report.

Environmental regulation

In relation to environmental matters, the Group is subject to the Airports Act 1996 (“the Act”) and the Airports (Environment
Protection) Regulations 1997 (“the Regulations”). The Board is satisfied that the results of environmental monitoring
conducted by internal and external specialists during the year ended 30 June 2021 demonstrate compliance with the Act
and the Regulations.

Like other airports around Australia, fire-fighting foams containing per- and poly- fluoroalkyl substances (PFAS) have
historically been used by Air Services Australia at Melbourne and Launceston Airports. Melbourne and Launceston
Airports continue to investigate, manage and monitor PFAS at both airports.

Indemnity and insurance of officers and auditors

Each officer (including each Director) of the Group is indemnified, to the maximum extent permitted by law, against any
liabilities incurred as an officer of the Group pursuant to agreements with the Group. Each officer is also indemnified
against reasonable costs (whether legal or otherwise) incurred in relation to relevant proceedings in which the officer is
involved because the officer is or was an officer.

The Group has arranged to pay a premium for a Director’s and officer’s liability insurance policy to indemnify Directors
and officers in accordance with the terms and conditions of the policy.

This policy is subject to a confidentiality clause which prohibits disclosure of the nature of the liability covered, the name
of the insurer, the limit of liability and the premium paid for this policy.

The auditor of the Group is in no way indemnified out of the assets of the Group.

No application has been made and no proceedings have been brought or intervened in on behalf of APAC under section
237 of the Corporations Act.

Auditor's independence
A copy of the auditor's independence declaration as required under section 307C of the Corporations Act 2001 is set out
on page 7.

Rounding off of amounts

The Group is of a kind referred to in Australian Securities & Investments Commission (ASIC) Corporations (Rounding in
Financial/ Directors' Reports) Instrument 2016/191 dated 1 April 2016, and in accordance with that instrument all financial
information has been rounded to the nearest thousand dollars, unless otherwise indicated.
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This report is made in accordance with a resolution of the Directors.

On behalf of the Directors

Mr P. Hay Mr L. Strambi
Chairman Managing Director
23 August 2021

Melbourne
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Deloitte Touche Tohmatsu
Deloitte
477 Collins Street
Melbourne, VIC, 3000

Australia

Phone: +61 3 9671 7000
www.deloitte.com.au

23 August 2021

The Board of Directors

Australia Pacific Airports Corporation Limited
Level 2, Terminal 2

Melbourne Airport VIC 3043

Dear Board Members

Auditor’s Independence Declaration to Australia Pacific Airports Corporation Limited

In accordance with section 307C of the Corporations Act 2001, | am pleased to provide the following declaration
of independence to the directors of Australia Pacific Airports Corporation Limited.

As lead audit partner for the audit of the financial statements of Australia Pacific Airports Corporation Limited for
the year ended 30 June 2021, | declare that to the best of my knowledge and belief, there have been no
contraventions of:

(i) the auditor independence requirements of the Corporations Act 2001 in relation to the audit; and

(i) any applicable code of professional conduct in relation to the audit.

Yours sincerely

///L/,#g . /i uc /’q //: b IS
DELOITTE TOUCHE TOHMATSU

/
S«

Travis Simkin

Partner

Chartered Accountants
Melbourne

Liability limited by a scheme approved under Professional Standards Legislation.
Member of Deloitte Asia Pacific Limited and the Deloitte organisation.
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General information

The financial statements represent Australia Pacific Airports Corporation Limited and its controlled entities as a
consolidated group. The financial statements are presented in Australian dollars, which is Australia Pacific Airports
Corporation Limited's functional and presentation currency.

Australia Pacific Airports Corporation Limited ACN 069 775 266 is an unlisted public company limited by shares,
incorporated and domiciled in Australia.

Its registered office and principal place of business is:

Level 2, Terminal 2,

Melbourne Airport VIC 3043

(03) 9297 1600

website: www.melbourneairport.com.au
Email: reception@melair.com.au

A description of the nature of the Group's operations and its principal activities are included in the Directors' report, which
is not part of the financial statements.

The financial statements were authorised for issue, in accordance with a resolution of Directors, on 23 August 2021.
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Consolidated statement of profit or loss and other comprehensive income

For the year ended 30 June 2021

Revenue
Aeronautical
Security

Retalil

Ground Transport
Property
Outgoings/recharges
Interest

Other income

Profit on sale of property, plant and equipment
Total revenue

Expenses

Staff costs

Security

Services and utilities

Maintenance costs

Administration and marketing costs

Other costs

Software as a Service expense

Allowance for expected credit losses - reversal/(expense)
Total expenses

Operating Profit

Change in fair value of investment property
Depreciation and amortisation

Impairment of assets under construction
Borrowing costs

Profit before income tax expense

Income tax expense

Profit after income tax expense for the year

Other Comprehensive profit/(loss)

Items that may be reclassified subsequently to profit or loss
Net change in the fair value of cash flow hedges taken to equity, net of tax

Other Comprehensive profit/(loss) for the year, net of tax

Total Comprehensive income for the year

Note

13
4,6

23

2020
2021 Restated
$'000 $'000
89,073 351,126
31,598 53,066
15,603 113,981
59,387 162,040
110,870 101,026
28,885 31,895
47 277
4,023 3,348
- 60
339,486 816,819
(45,336) (45,028)
(28,350) (50,446)
(67,502) (99,432)
(14,634) (30,063)
(4,529) (11,668)
(8,455) (10,033)
(13,303) (7,251)
9,783 (33,324)
(172,326) (287,245)
167,160 529,574
387,977 96,685
(274,482) (253,544)
- (40,816)
(187,818) (189,088)
92,837 142,811
(29,282) (41,118)
63,555 101,693
17,882 (438)
17,882 (438)
81,437 101,255

The above consolidated statement of profit or loss and other comprehensive income should be read in conjunction with

the accompanying notes
10
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Consolidated statement of financial position
As at 30 June 2021

Assets

Current assets

Cash and cash equivalents
Trade and other receivables
Derivative financial instruments
Income tax receivable

Accrued revenue

Other assets

Total current assets

Non-current assets

Property, plant and equipment
Investment properties
Intangible assets

Derivative financial instruments
Accrued revenue

Other assets

Total non-current assets

Total assets

Liabilities

Current liabilities

Payables

Borrowings

Employee benefit provisions
Derivative financial instruments
Lease liabilities

Unearned income

Total current liabilities

Non-current liabilities
Payables

Borrowings

Deferred tax liability

Employee benefit provisions
Derivative financial instruments
Lease liabilities

Unearned income

Total non-current liabilities

Total liabilities
Net assets
Equity

Issued capital
Hedging reserves

Retained profits

Total equity

Note

10
11

4,12
13
14
17
10
11

15
16

17
19

15
16
4,8

17
19

21
22
4,23

2020
2021 Restated
$'000 $'000
32,186 133,793
36,964 37,849
76,704 -
- 40,912
22,369 11,105
4,515 3,799
172,738 227,458
3,518,483 3,590,992
2,060,686 1,601,536
674,260 675,048
300,707 515,870
134,829 105,713
8,990 9,603
6,697,955 6,498,762
6,870,693 6,726,220
114,357 190,146
266,610 -
15,279 12,639
6,948 22,796
1,287 1,287
4,925 5,983
409,406 232,851
4,952 1,202
4,728,078 4,818,527
566,050 527,408
1,699 1,558
134,845 198,197
3,776 4,725
3,968 5,270
5,443,368 5,556,887
5,852,774 5,789,738
1,017,919 936,482
118,100 118,100
(139,795) (157,677)
1,039,614 976,059
1,017,919 936,482

The above consolidated statement of financial position should be read in conjunction with the accompanying notes
11
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Balance at 1 July 2019 (reported)
Adjustment for change in accounting policy (Note 4)
Adjusted balance at 1 July 2019

Profit after income tax expense for the year
Other Comprehensive loss for the year, net of tax

Total Comprehensive profit/(loss) for the year

Transactions with owners in their capacity as owners:

Dividends paid (Note 29)

Balance at 30 June 2020

Balance at 1 July 2020

Profit after income tax expense for the year
Other Comprehensive income for the year, net of tax

Total Comprehensive income for the year

Balance at 30 June 2021

Issued Retained
capital Reserves profits Total equity
$'000 $'000 $'000 $'000
118,100 (157,239) 1,160,207 1,121,068
- - (8,352) (8,352)
118,100 (157,239) 1,151,855 1,112,716
- - 101,693 101,693
- (438) - (438)
- (438) 101,693 101,255
- - (277,489) (277,489)
118,100 (157,677) 976,059 936,482
Issued Retained
capital Reserves profits Total equity
$'000 $'000 $'000 $'000
118,100 (157,677) 976,059 936,482
- - 63,555 63,555
- 17,882 - 17,882
- 17,882 63,555 81,437
118,100 (139,795) 1,039,614 1,017,919

The above consolidated statement of changes in equity should be read in conjunction with the accompanying notes
12
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Consolidated statement of cash flows
For the year ended 30 June 2021

Cash flows from operating activities
Receipts from customers

Payments to suppliers and employees
Payments for Software as a Service
Interest received

Interest paid

Income tax (refund)/paid

Net cash from operating activities

Cash flows from investing activities

Payments for investment property

Payments for property, plant and equipment

Payments for intangibles

Proceeds from disposal of property, plant and equipment
Government grants received for purchase of PPE

Net cash used in investing activities

Cash flows from financing activities
Proceeds from borrowings
Repayment of borrowings

Payment for hedging restructure
Dividends paid

Repayment of lease liabilities
Payment for debt issue costs

Net cash from financing activities

Net increase/(decrease) in cash and cash equivalents

Cash and cash equivalents at the beginning of the financial year

Cash and cash equivalents at the end of the financial year

Note

27

13

14

16
16
16
29

2020
2021 Restated
$'000 $'000
354,996 977,309
(196,519) (361,816)
(11,440) (7,251)
47 277
(176,669) (179,116)
42,608 (87,190)
13,023 342,213
(71,173) (99,030)
(275,292) (358,249)
(25) (553)
- 60
- 2,883
(346,490) (454,889)
624,000 1,974,088
(294,000) (1,465,600)
(94,883) -
- (277,489)
(949) (936)
(2,308) (9,632)
231,860 220,431
(101,607) 107,755
133,793 26,038
32,186 133,793

The above consolidated statement of cash flows should be read in conjunction with the accompanying notes

13
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1. Basis of preparation

Statement of compliance

These general purpose financial statements have been prepared in accordance with Australian Accounting Standards and
Interpretations issued by the Australian Accounting Standards Board (‘AASB') and the Corporations Act 2001, as
appropriate for for-profit oriented entities. These financial statements also comply with International Financial Reporting
Standards as issued by the International Accounting Standards Board ('lASB').

The financial statements were authorised for issue by the Directors on 23 August 2021.

Basis of preparation

The financial statements have been prepared under the historical cost convention, except for, where applicable, the
revaluation of financial assets and liabilities at fair value through profit or loss, financial assets at fair value through other
comprehensive income, investment properties and derivative financial instruments. All amounts are presented in
Australian dollars unless otherwise noted.

Comparative amounts
Certain comparative amounts have been reclassified to conform to the current period's presentation. Impact on
comparatives due to change in accounting policy set out in Note 4.

Rounding of amounts

The Group is of a kind referred to in Corporations Instrument 2016/191, issued by the Australian Securities and
Investments Commission, relating to ‘rounding-off'. Amounts in this report have been rounded off in accordance with that
Corporations Instrument to the nearest thousand dollars, or in certain cases, the nearest dollar, unless otherwise indicated.

Going concern

In assessing the overall position of the Group, the Directors are of the view that the Group is positioned to continue
operations and has sufficient liquidity available to meet all of its operating and funding costs requirements for the 12 month
period following 23 August 2021 and remain confident of the viability of the long term plan of the Group.

As at 30 June 2021, the Group had net current liabilities of $237 million (30 June 2020: net current liabilities $5 million),
driven by cash on hand of $32 million, offset by the timing of payables for operating costs and capital, and the maturity in
September 2021 of the A$191 million of USPP notes.

As at 30 June 2021, the Group had $1,431 million of undrawn facilities in the form of unused revolving bank debt, working
capital facilities and cash at bank, which is sufficient to cover the Group’s funding needs for at least the next 12 months.

In April 2021, the Group extended its A$400 million Syndicated Facility tranche A by 3 years from 30-Sep-21 to 30-Sep-
24, established a new 5 year $200 million bilateral facility to early refinance the $191 million USPP September 2021
maturity.

The Directors secured a deferral of the Cash Cover Ratio (“CCR”) for bank and USPP borrowings for the 31 December
2020 and 30 June 2021 testing periods.

The Group complied with CCR covenants for the six months to 30 June 2021, driven by the strength of domestic passenger
recovery when domestic borders re-opened, combined with actions taken to reduce operating costs, capex and the
Group’s interest minimisation program.

The Group reviewed and implemented strategies targeted at minimising further interest expense in the short term. This
included three tranches of restructures of certain elements of its derivative portfolio resetting out of the money fixed rate
interest rate swaps to current market rates. This is expected to deliver a total reduction in interest payments by
approximately $120 million to 30 June 2022. Tranche 3 was approved by the Board in August 2021 and has been disclosed
in Note 32 Events after the reporting period.
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Australia Pacific Airports Corporation Limited
Notes to the consolidated financial statements
30 June 2021

1. Basis of preparation (continued)

The Group is required to comply with the CCR covenant from December 2021. The Directors have reviewed the cash flow
projections factoring in the impact of the COVID-19 pandemic on the Group covering the period for 12 months after the
accounts are approved. This takes into account forecast revenue, operating cash flows including operating and capital
expenditure, interest minimisation program and the Group’s liquidity position.

The forecasted domestic passenger scenarios for the six months to 31 December 2021 assume a staged reopening of
domestic borders with all states, commencing from September through to December 2021. This assumption is
underpinned by a successful COVID-19 vaccination roll out in Australia and decisions by each state on domestic border
openings.

In arriving at the passenger scenarios, the Directors noted the emergence of the Delta variant and relatively low vaccination
rates have increased the frequency of lockdowns to control outbreaks. While there is a preference, based on limiting the
economic damage, for short, sharp interventions, the outlook to the end of December 2021 is for rolling disruptions across
state jurisdictions to continue. In August 2021, Victoria entered the State’s sixth lockdown, with Metropolitan Melbourne
subject to stay-at-home directions, including a curfew. The New South Wales outbreak has not yet peaked and is likely to
have a long tail. A rapid acceleration of Australia’s vaccination program is underway, with 70% and 80% thresholds
identified as part of a plan to reduce the frequency and severity of lockdowns, keep interstate borders open and reopen
Australia to the world.

Based on these passenger forecasts, the Group still expects to achieve compliance with the CCR covenant for 31
December 2021 and 30 June 2022. However, given the uncertainty around domestic borders and passenger numbers
which are embedded within these forecasts, should the phased reopening not commence in September 2021, the Directors
will seek to secure a deferral of the Cash Cover Ratio (“CCR”) for bank and USPP borrowings for 31 December 2021 and
consider information available at the time with respect to June 2022.

The Group continues to engage with lenders and rating agencies on current operating performance providing transparency
on commercial and financial performance. The Group’s shareholders are committed to ensuring it retains its investment
grade credit rating throughout the COVID-19 impacted period. The Directors are satisfied that the Group has available
liquidity to support its operating activities over the course of the next 12 months and the Group will be able to meet its
debts as and when they are due. On this basis, the financial statements have been approved by the Directors on a going
concern basis.

2. Significant accounting policies

The principal accounting policies adopted in the preparation of the financial statements are set out either in the respective
notes or below. These policies have been consistently applied to all the years presented, unless otherwise stated.

Change in accounting policy
Software-as-a-Service (SaaS) arrangements

In March 2021, the IFRS Interpretations Committee (“IFRIC”) issued an agenda decision to clarify the accounting treatment
for SaaS arrangements, including the accounting for related implementation, customisation and configuration costs. The
IFRIC clarified that SaaS arrangements are service contracts that provide the Group with the right to access the cloud
provider's software over a period of time. As a result, the underlying software the Group has the right to access is not
controlled by the Group and therefore ongoing access fees as well as costs incurred to implement, customise and
configure the cloud provider's software are recognised as an expense when incurred. Costs incurred related to software
controlled by the Group are capitalised and amortised on a straight-line basis over their useful life.

Accordingly, the Group has revised its accounting policy in relation to SaaS arrangements in line with the new guidance.
The Group’s revised accounting policy is presented below.

All expenditure in the current financial year in relation to SaaS arrangements has been assessed under the new guidance
and expensed or capitalised as appropriate. $13.3 million of SaaS related costs have been recognised as an expense in
the current year, which previously would have been capitalised and amortised over their useful life. The costs relate to the
implementation of an enterprise resource planning system and the cost of the implementation of Cyber Security
applications, all of which are SaaS arrangement.
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2. Significant accounting policies (continued)

The change in accounting policy is required to be applied retrospectively. As a result, the Group has restated its prior year
comparative and opening retained earnings as at 1 July 2019 (the start of the comparative period). Refer to Note 4 for an
overview of the impact of the change in accounting policy on these periods.

New accounting policy: Software-as-a-Service (SaaS) arrangements

SaaS arrangements are service contracts providing the Group with the right to access the cloud provider’s application
software over the contract period. Costs incurred to configure or customise, and the ongoing fees to obtain access to the
cloud provider's application software, are recognised as operating expenses when the services are received.

Some of these costs incurred are for the development of software code that enhances or modifies, or creates additional
capability to existing on-premise systems and meets the definition of and recognition criteria for an intangible asset. These
costs are recognised as intangible software assets and amortised over the useful life of the software on a straight-line
basis. The useful lives of these assets are reviewed at the end of each financial year, and any change accounted for
prospectively as a change in accounting estimate.

Adoption of New and Revised Accounting Policies
The Group has adopted all of the new or amended Accounting Standards and Interpretations issued by the Australian
Accounting Standards Board ('AASB') that are mandatory for the current reporting period.

The following Accounting Standards and Interpretations have been adopted for the period:

AASB 2019-3 Amendments to Australian Accounting Standards — Interest Rate Benchmark Reform

The Group early adopted the amendments in its financial statements for the year ended 30 June 2020 retrospectively.
AASB 2019-3 makes amendments to AASB 7, AASB 9 and AASB 139 which allows the Group to apply certain exceptions
to the standard hedging requirements in respect of hedge relationships that are impacted by a market wide interest rate
benchmark reform. The specific interest rate benchmark reform that this amendment currently applies to is the planned
discontinuation of the London Interbank Offered Rate (‘USD LIBOR’) immediately after 30 June 2023.

At 30 June 2021 the Group does not have:

- any debt instruments linked to USD LIBOR as all USD bonds issued are fixed rate; or
- any interest rate swaps or cross currency interest rate swaps directly linked to LIBOR as these instruments swap the
fixed foreign denominated interest rate to either a fixed or floating BBSW(Y) interest rate.

Despite not having any direct USD LIBOR linked debt or swap instruments, some cross currency swap hedge relationships
reference USD LIBOR for both hedge accounting and valuation purposes. The Group has performed an initial high level
LIBOR exposure review and has not identified any direct USD LIBOR exposures. For hedge relationships with indirect
USD LIBOR exposures, management has assessed that overall economics of the hedging transactions will not be modified
as part of the transition process as there is no direct exposure to LIBOR, however, should any benchmark rates change
this will be effected in the underlying hedge relationships.

Other new and revised Standards and amendments thereof and Interpretations effective for the current year that are
relevant to the Group are:

- AASB 2018-6 Amendments to Australian Accounting Standards — Definition of a Business

- AASB 2018-7 Amendments to Australian Accounting Standards — Definition of Material

- AASB 2019-1 Amendments to Australian Accounting Standards — References to the Conceptual Framework

- AASB 2019-5 Amendments to Australian Accounting Standards — Disclosure of the Effect of New IFRS Standards
Not Yet Issued in Australia

- AASB 2020-4 Amendments to Australian Accounting Standards — COVID-19-Related Rent Concessions.

The adoption of these Accounting Standards and Interpretations did not have a material impact on the financial
performance or position of the Group.
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2. Significant accounting policies (continued)

Standards in issue but not yet effective
The following standards are in issue but not yet effective:

Amendments to AASB 101

The amendments to AASB 101 may impact the classification of bank debt, where the terms of the bank debt as at the
reporting date have not been met irrespective of any waivers obtained, in that they may be classified under current liabilities
where the Group does not have an unconditional right to defer settlement. The Group has not early adopted the
amendments to AASB 101 as at the reporting date. However, there would be no impact as at 30 June 2021.

Principles of consolidation

The consolidated financial statements incorporate the financial statements of the Company and its subsidiaries (listed in
Note 25) as at 30 June 2021 and the results of all subsidiaries for the year then ended. The accounting policies of the
subsidiaries are consistent with the Group's accounting policies.

Subsidiaries are all entities over which the Company has power over an investee, exposure, or rights, to variables returns
from its involvement with the investee, and has the ability to use its power to affect the amount of the investee's returns.

Consolidation of a subsidiary begins from the date on which the Company obtains control over the subsidiary and ceases
when the Company loses control of the subsidiary. Profit or loss and comprehensive income are attributable to the owners
of the Company as there are no non-controlling interests in the Group.

In preparing the consolidated financial statements, all inter-company balances and transactions and unrealised profits
arising within the Group are eliminated in full.

Cash
Cash comprises of cash on hand, cash in bank and investment in money market instruments.

Revenue from contracts with customers

Aeronautical revenue

Aeronautical revenue is primarily generated from contracts with Airlines for the provision of access to terminals,
infrastructure, apron parking, airfield and terminal facilities. Revenue is recognised as the service is provided as follows:

- Passenger charges: On a per passenger basis as they arrive or depart
- Runway charges: On a per passenger basis or on the basis of maximum take-off weight
- Aircraft parking charges: Over the duration of time the aircraft is parked and maximum take-off weight

Aeronautical revenues are billed on a monthly basis.

Incentives or discounts are provided in line with terms of contracts with Airlines and are generally based on passenger
numbers, flight frequency and or new routes. Revenues from passenger charges are therefore variable consideration and
estimated monthly. Variable revenue is only recognised when it is highly probable the revenues will not reverse.

Discounts and incentives are generally paid annually based on contract commencement date and any unpaid amount is
recognised as a payable.

Security recovery revenues
Revenue is a pass-through of security operating costs and a capital recovery on depreciation and is based on the
recognition of actual security costs and depreciation incurred.

Security recovery revenues are billed on a monthly basis.

Ground Transport revenues
Parking and ground transport revenue is primarily generated from passengers and staff for the provision of car parking
and from taxis, ride share services, busses and private vehicles for the provision of ground access services.

Revenue is recognised for car parking on exit and ground access services over the period of time the service is provided.
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2. Significant accounting policies (continued)

Retail revenues

This comprises the lease of commercial space to tenants whose activities include duty free, food and beverage, and
financial and advertising services. These contracts contain lease components with revenue recognised in line with the
terms of the lease and the requirements of AASB 16: Leases.

Property revenues
This comprises the lease of terminal space, buildings and other space on Melbourne Airport. These contracts contain only
lease components with revenue recognised in line with the terms of the lease and the requirements of AASB 16: Leases.

Financial instruments

Details of significant accounting policies and methods adopted, including the criteria for recognition, the basis of
measurement and the basis on which revenues and expenses are recognised, in respect of each class of financial asset,
financial liability and equity instrument are disclosed in their respective notes.

Impairment of assets

At each reporting date, the Group reviews the carrying amounts of its tangible and intangible assets to determine whether
there is any indication that those assets have suffered an impairment loss. If any such indication exists, the recoverable
amount of the asset is estimated in order to determine the extent of the impairment loss (if any). Where the asset does
not generate cashflows that are independent from other assets, the Group estimates the recoverable amount of the cash
generating unit to which the asset belongs.

Recoverable amount is the higher of fair value less costs of disposal and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset for which the estimates of future cash flows
have not been adjusted.

If the recoverable amount of an asset is estimated to be less than its carrying amount, the carrying amount of the asset is
reduced to its recoverable amount. An impairment loss is recognised in profit or loss immediately, unless the relevant
asset is carried at fair value, in which case the impairment loss is treated as a revaluation decrease.

Capitalised borrowings costs
Interest costs directly attributable to assets under construction are capitalised as part of the costs of those assets up to
the date of completion of each asset.

Investments
Investments in controlled entities are recorded at cost.

Provisions
Provisions are recognised when the Group has a present obligation as a result of a past event, it is probable that the
Group will be required to settle the obligation, and the amount of the provision can be measured reliably.

The amount recognised as a provision is the best estimate of the consideration required to settle the present obligation at
reporting date, taking into account the risks and uncertainties surrounding the obligation. Where a provision is measured
using the cash flows estimated to settle the present obligation, its carrying amount is the present value of those cash flows.

Superannuation
The Group makes contributions to accumulation funds on behalf of its employees. These contributions are expensed when
incurred.

Employee benefits
A liability is recognised for benefits accruing to employees in respect of wages and salaries, other incentives, annual leave
and long service leave when it is probable that settlement will be required and they are capable of being measured reliably.

Liabilities recognised in respect of wages and salaries, annual leave and long service leave expected to be settled within
12 months, are measured at their nominal values using the remuneration rate expected to apply at the time of settlement.
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2. Significant accounting policies (continued)

Liabilities recognised in respect of annual leave and long service leave not expected to be settled within 12 months are
measured as the present value of the estimated future cash outflows to be made by the Group in respect of services
provided by employees up to the reporting date.

Income tax
Income tax

Current tax is calculated by reference to the amount of income taxes payable or recoverable in respect of the taxable profit
or tax loss for the period. It is calculated using tax rates and tax laws that have been enacted or substantively enacted by
reporting date. Current tax for current and prior periods is recognised as a liability (or asset) to the extent that it is unpaid
(or refundable).

The Directors of Australia Pacific Airports Corporations Limited (head entity) have elected for those entities within the
consolidated group that are wholly-owned Australian resident entities to be taxed as a single entity from 1 July 2003.
Accordingly, the Company became part of a tax consolidated group with effect from 1 July 2003.

Deferred tax

Deferred tax is accounted for using the comprehensive balance sheet liability method in respect of temporary differences
arising from differences between carrying amount of assets and liabilities in the financial statements and the corresponding
tax base of those items.

Deferred tax liabilities are recognised for all taxable temporary differences. Deferred tax assets are recognised to the
extent that it is probable that sufficient taxable amounts will be available against which deductible temporary differences
or unused tax losses and tax offsets can be utilised. However, deferred tax assets and liabilities are not recognised if the
temporary differences giving rise to them arise from the initial recognition of assets and liabilities (other than as a result of
a business combination) which affects neither taxable income nor accounting profit.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period(s) when the asset
and liability giving rise to them are realised or settled, based on tax rates (and tax laws) that have been enacted or
substantively enacted by reporting date. The measurement of deferred tax liabilities and assets reflects the tax
consequences that would follow from the manner in which the Group expects, at the reporting date, to recover or settle
that carrying amount of its assets and liabilities.

Deferred tax assets and liabilities are offset when they relate to income taxes levied by the same taxation authority, and
the Group intends to settle its current tax assets and liabilities on a net basis.

Current and deferred tax for the period

Current and deferred tax is recognised as an expense or income in that income statement, except when it relates to items
credited or debited directly to equity, in which case the deferred tax is also recognised directly in equity, or where it arises
from the initial accounting for a business combination, in which case it is taken to account in the determination of goodwiill
Or eXCess.

Tax consolidation

The Company and all its wholly-owned Australian resident entities are part of a tax consolidated group under Australian
taxation law. APAC is the head entity in the tax-consolidated group. Tax expense/recovery, deferred tax liabilities and
deferred tax assets arising from temporary differences of the members of the tax consolidated group are recognised in
the separate financial statements of the members of the tax consolidated group using the ‘group allocation’ approach.
Current tax liabilities and assets and deferred tax assets arising from unused tax losses and tax credits of the members
of the tax consolidated group are recognised by APAC (as head entity in the tax consolidated group).

Goods and Services Tax ('GST') and other similar taxes

Revenues, expenses and assets are recognised net of the amount of associated GST, unless the GST incurred is not
recoverable from the tax authority. In this case it is recognised as part of the cost of the acquisition of the asset or as part
of the expense.
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2. Significant accounting policies (continued)

Receivables and payables are stated inclusive of the amount of GST receivable or payable. The net amount of GST
recoverable from, or payable to, the tax authority is included in other receivables or other payables in the statement of
financial position.

Cash flows are presented on a gross basis. The GST components of cash flows arising from investing or financing activities
which are recoverable from, or payable to the tax authority, are presented as operating cash flows.

Commitments and contingencies are disclosed net of the amount of GST recoverable from, or payable to, the tax authority.

Fair value

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date, regardless of whether that price is directly observable or estimated using
another valuation technique. In estimating the fair value of an asset or a liability, the Group takes into account the
characteristics of the asset or liability if market participants would take those characteristics into account when pricing the
asset or liability at the measurement date. Fair value for measurement and/or disclosure purposes in these consolidated
financial statements is determined on such a basis, except for leasing transactions that are within the scope of AASB 16
Leases, and measurements that have some similarities to fair value but are not fair value, such as value in use in AASB
136 Impairment of assets.

In addition, for financial reporting purposes, fair value measurements are categorised into Level 1, 2 or 3 based on the
degree to which the inputs to the fair value measurements are observable and the significance of the inputs to the fair
value measurement in its entirety, which are described as follows:

- Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the entity
can access at the measurement date.

- Level 2 inputs are prices observable for the asset or liability, either directly or indirectly, but are not quoted
prices included in Level 1.

- Level 3 inputs are unobservable inputs for the asset or liability.

3. Critical accounting judgements, estimates and assumptions

In the preparation of the financial statements, the Directors are required to make judgements, estimates and assumptions
that affect the application of accounting policies and the reported carrying values of assets, liabilities, income and
expenses. The estimates and associated assumptions are based on historical experience and various other factors that
are believed to be reasonable under the circumstance, the results of which form the basis of making the judgments. Actual
results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if the revision affects only that period, or in the period of the
revision and future periods if the revision affects both current and future periods.

At 30 June 2021 the Group has made significant judgements and estimates impacting the financial position in particular
in relation to going concern (Note 1), the fair value of investment properties (Note 13) and impairment of goodwill (Note
14).

Software-as-a-Service (SaaS) arrangements

Note 2 describes the Group's accounting policy in respect of right to access fees as well as customisation and configuration

costs incurred in implementing SaaS arrangements. In applying the Group's accounting policy, the Directors made the
following key judgements that may have the most significant effect on the amounts recognised in financial statements.
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4. Restatement of comparatives - Change in accounting policy

In March 2021, the IFRS Interpretations Committee (“IFRIC”) issued an agenda decision to clarify the accounting treatment
for Software-as-a-Service (SaaS) arrangements, including the accounting for related implementation, customisation and
configuration costs. The IFRIC clarified that SaaS arrangements are service contracts that provide the Group with the right
to access the cloud provider's software over a period of time. As a result, the underlying software the Group has the right
to access is not controlled by the Group and therefore ongoing access fees as well as costs incurred to implement,
customise and configure the cloud provider's software are recognised as an expense when incurred. Costs incurred related
to software controlled by the Group are capitalised and amortised on a straight-line basis over their useful life.

Accordingly, the Group has revised its accounting policy in relation to SaaS arrangements in line with the new guidance.
The Group’s revised accounting policy is presented in Note 2 Significant accounting policies.

Management undertook a review of previously capitalised costs to identify those impacted by the change in accounting
policy and assessed them with reference to the clarification in the interpretation of SaaS arrangements.

In the current year, $13.3 million has been recorded in operating expenses in respect of SaaS costs, which previously
would have been capitalised and amortised over their useful life. The costs relate to the implementation of an enterprise
resource planning system and the cost of the implementation of Cyber Security applications, all of which are SaaS
arrangement. The impact on profit before tax has been offset by the reversal of depreciation of $5.3 million, resulting in a
net impact of $8.0 million on profit before tax in the current year.

The change in accounting policy is required to be applied retrospectively. As a result, the Group has restated its prior year
comparative financial information and opening retained earnings as at 1 July 2019 (the start of the comparative period) as
disclosed in notes 8, 12 and in the Statement of Changes in Equity, resulting from the following restatements:

30 June 2020 1 July 2019
Restatement Restatement

Consolidated statement of financial position $'000 $'000

Property, plant and equipment (4,821) (11,289)
Deferred tax liability 1,190 2,937
Net assets (3,631) (8,352)
Retained earnings (3,631) (8,352)

30 June 2020 1 July 2019
Restatement Restatement

Consolidated statement of profit or loss and other comprehensive income $'000 $'000

Software as a Service expense (7,251) (12,998)
Depreciation and amortisation reversal 2,430 1,709
Income tax expense 1,190 2,937
Profit after tax (3,631) (8,352)

30 June 2020 1 July 2019
Restatement Restatement

Consolidated statement of cashflows $'000 $'000

Payments to suppliers and employees (7,251) (12,998)
Net cash from operating activities (7,251) (12,998)
Payments for property, plant and equipment 7,251 12,998

Net cash used in investing activities 7,251 12,998
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4. Restatement of comparatives - Change in accounting policy (continued)

Capitalisation of configuration and customisation costs in SaaS arrangements

Part of the customisation and configuration activities undertaken in implementing SaaS arrangements may entail the
development of software code that enhances or modifies, or creates additional capability to the existing on-premise
software to enable it to connect with the cloud-based software applications (referred to as bridging modules or APISs).
Judgement was applied in determining whether the additional code meets the definition of and recognition criteria for an
intangible asset in AASB 138 Intangible Assets. During the year, the Group recognised no amounts (2020: Nil) as
intangible assets in respect of customisation and configuration costs incurred in implementing SaaS arrangements.

Determination whether configuration and customisation services are distinct from the SaaS access

Costs incurred to configure or customise the cloud provider's application software are recognised as operating expenses
when the services are received. In a contract where the cloud provider provides both the SaaS configuration and
customisation, and the SaaS access over the contract term, the Directors applied judgement to determine whether these
services are distinct from each other or not, and therefore, whether the configuration and customisation costs incurred are
expensed as the software is configured or customised (i.e. upfront), or over the SaaS contract term.

Specifically, where the configuration and customisation activities significantly modify or customise the cloud software,
these activities will not be distinct from the access to the cloud software over the contract term. Judgement has been
applied in determining whether the degree of customisation and modification of the cloud-based software that would be
deemed significant. During the year, the Group recognised no amounts (2020: Nil) as prepayments in respect of
customisation and configuration activities undertaken in implementing SaaS arrangements which are considered not to
be distinct from the access to the SaaS access over the contract term.

5. Significant income and expense items

Included in the financial statements are a number of significant income and expense items that qualify for adjustment as
part of the Group's reporting on covenant compliance to its lenders.

2021 2020
$'000 $'000
Revenue
Impairment of accrued retail revenue - (26,332)
Expenses
Allowance for expected credit losses - reversal/(expense) (i) 9,503 (34,094)
Software as a Service expense (ii) (13,303) (7,251)
(3,800) (41,345)
Depreciation, amortisation and impairment
Impairment of assets under construction - (40,816)

(i) Allowance for expected credit losses

The reversal of the allowance for expected credit losses of $9.5 million relates to better than expected recovery in relation
to outstanding amounts for Virgin Australia Holdings that had been provided for at 30 June 2020 and a reduction in overall
outstanding balances that formed the basis of the allowance for expected credit losses at 30 June 2021.

(ii) Software as a Service (SaaS)

As outlined in Note 4, the Group has revised its accounting policy in relation to SaaS arrangements in line with IFRIC
guidance. All expenditure in the current financial year in relation to SaaS arrangements has been assessed under the new
guidance and expensed or capitalised as appropriate. $13.3 million of SaaS related costs have been recognised as an
expense in the current year, which previously would have been capitalised and amortised over their useful life. The costs
relate to the implementation of an enterprise resource planning system and the cost of the implementation of Cyber
Security applications, all of which are SaaS arrangement.

The change in accounting policy is required to be applied retrospectively. As a result, the Group has restated its prior year
comparative and opening retained earnings as at 1 July 2019 (the start of the comparative period). Refer to Note 4 for an
overview of the impact of the change in accounting policy on these periods.

22



Australia Pacific Airports Corporation Limited
Notes to the consolidated financial statements
30 June 2021

6. Profit for the year

The profit before tax for the year includes the following specific items:

Employee benefits expense - superannuation contributions

Depreciation and amortisation:
Depreciation of property, plant and equipment
Amortisation of masterplan

Total depreciation and amortisation

Borrowing costs:

Interest:

- Secured debt

- Interest capitalised during the period

- Unsecured debt

- Amortisation of deferred borrowing costs
Hedge reserve unwind

Interest - Lease liabilities

Other finance costs

Total borrowing costs

7. Security

Security revenue
Security costs
Security depreciation and other costs

2020
2021 Restated
$'000 $'000
4,687 5,354
273,669 252,610
813 934
274,482 253,544
174,555 197,001
(16,068) (16,618)
- 371
6,784 6,315
21,372 669
446 352
729 998
187,818 189,088
2021 2020
$'000 $'000
31,598 53,066
(28,350) (50,446)
(3,248) (2,620)

Security revenue is a pass-through of security operating costs and a capital recovery on depreciation and is based on the

recognition of actual security costs and depreciation incurred.
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8. Income tax

(a) Income tax recognised in profit

Income tax expense comprises of:
Current tax expense

Deferred tax expense

Current tax in respect of prior years
Deferred tax in respect of prior years

Aggregate income tax expense

The prima facie income tax expense on pre-tax accounting profit reconciles to the income

tax expense in the financial statements as follows:
Profit before income tax expense

Tax at the statutory tax rate of 30%

Tax effect amounts which are not deductible/(taxable) in calculating taxable income:

Non-deductible expenses

Non-assessable income

Deferred tax in respect of prior years
Current tax in respect of prior years

Income tax expense

(b) Deferred tax balances

Taxable and deductible temporary differences arise from the following:

2021

Gross deferred tax liabilities:
Property, plant & equipment
Accrued revenue

Investment property

Other assets

Deferred borrowing costs

Gross deferred tax assets:
Provisions & accruals
Unearned income

Hedge reserve

Tax losses

Other

Net deferred tax liability

2020
2021 Restated
$'000 $'000
- 23,741
29,307 19,697
(1,696) (636)
1,671 (1,684)
29,282 41,118
92,837 142,811
27,851 42,843
1,456 756
- (161)
1,671 (1,684)
(1,696) (636)
29,282 41,118
Consolidated
Opening Closing
balance Charged to Charged to balance
1 July 2020 income equity 30 June 2021
$'000 $'000 $'000 $'000
(203,223) 18,218 - (185,005)
(33,490) (5,348) - (38,838)
(362,053) (122,382) - (484,435)
(3,600) 600 - (3,000)
(1,817) 643 - (1,174)
(604,183) (108,269) - (712,452)
6,180 260 - 6,440
2,511 (1,386) - 1,125
67,577 - (7,664) 59,913
- 78,920 - 78,920
507 (503) - 4
76,775 77,291 (7,664) 146,402
(527,408) (30,978) (7,664) (566,050)
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8. Income tax (continued)

2020

Gross deferred tax liabilities:
Property, plant & equipment
Accrued revenue

Investment property

Other assets

Deferred borrowing costs

Gross deferred tax assets:
Provisions & accruals
Unearned income

Hedge reserve

Other

Net deferred tax liability

9. Trade and other receivables

Trade and other receivables

Less: Allowance for expected credit losses
Net trade and other receivables

GST receivables

Total trade and other receivables

Consolidated

Restatement
for change in
Opening accounting Closing
Balance policy Charged to Charged to balance
1 July 2019 (Note 4) income equity 30 June 2020
$'000 $'000 $'000 $'000 $'000
(149,177) 2,937 (56,983) - (203,223)
(35,392) - 1,902 - (33,490)
(400,544) - 38,491 - (362,053)
(3,814) - 214 - (3,600)
(1,817) - - - (1,817)
(590,744) 2,937 (16,376) - (604,183)
8,090 - (1,910) - 6,180
2,104 - 407 - 2,511
67,388 - - 189 67,577
642 - (135) - 507
78,224 - (1,638) 189 76,775
(512,520) 2,937 (18,014) 189 (527,408)
2021 2020
$'000 $'000

38,383 58,144

(2,769) (27,327)

35,614 30,817

1,350 7,032

36,964 37,849

Included in the Company's trade receivables balance are debtors with a carrying amount of $3,397,742 (2020:
$26,778,976), which were overdue (90 days +) as at the reporting date.

Accounting policy for trade and other receivables
Trade receivables are initially recognised at fair value and subsequently measured at amortised cost using the effective
interest method, less any allowance for expected credit losses. Trade receivables are generally due for settlement within

30 days.

Other receivables are recognised at amortised cost, less any allowance for expected credit losses.

Revenue is invoiced on 30 day terms, with the exception of property and rental revenue which is invoiced in advance.
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10. Accrued revenue

2021 2020
$'000 $'000
Current:
Straight line leases 10,348 6,002
Other accrued revenue 12,021 5,103
Total current 22,369 11,105
Non-current:
Straight line leases 134,829 105,713
11. Other assets
2021 2020
$'000 $'000
Current assets
Prepayments 1,949 1,219
Airline rebates 2,000 2,000
Term deposits 460 460
Other current assets 106 120
Total current 4,515 3,799
Non-current assets
Airline rebates 6,723 8,723
Other non-current assets 2,267 880

Total non-current 8,990 9,603

26



Australia Pacific Airports Corporation Limited
Notes to the consolidated financial statements

30 June 2021

12. Property, plant and equipment

Gross carrying amount
Balance at 1 July 2020
(restated)

Additions

Transfers to/(from) assets
under construction
Balance at 30 June 2021

Accumulated depreciation
Balance at 1 July 2020
(restated)

Depreciation expense
Balance at 30 June 2021

Net book value at 30 June
2021

Gross carrying amount
Balance at 1 July 2019
(restated)

Additions

Disposals

Impairment

Transfers from investment
property

Transfers to/(from) assets
under construction
Restatement from change in
accounting policy (Note 4)
Balance at 30 June 2020
(restated)

Accumulated depreciation
Balance at 1 July 2019
(restated)

Depreciation expense
Disposals

Restatement for change in
accounting policy (Note 4)
Balance at 30 June 2020
(restated)

Net book value at 30 June
2020 (restated)

Roads, Restated
runways & Restated Assets
Leasehold Buildings infra- Plant and under
land and services structure equipment construction Total
$'000 $'000 $'000 $'000 $'000 $'000
244,916 2,324,014 1,276,256 918,308 519,106 5,282,600
- - - - 200,786 200,786
(116) 158,633 212,200 7,018 (377,735) -
244,800 2,482,647 1,488,456 925,326 342,157 5,483,386
(19,713) (689,217) (414,404) (568,274) - (1,691,608)
(2,589) (146,995) (48,943) (74,768) - (273,295)
(22,302) (836,212) (463,347) (643,042) - (1,964,903)
222,498 1,646,435 1,025,109 282,284 342,157 3,518,483
Roads, Restated
runways & Restated Assets
Leasehold Buildings infra- Plant and under
land and services structure equipment construction Total
$'000 $'000 $'000 $'000 $'000 $'000
241,642 2,227,775 1,236,844 841,356 340,719 4,888,336
. . - - 431,951 431,951
. - - (135) - (135)
- - (282) - (40,534) (40,816)
3,200 1,720 - - 5,595 10,515
74 94,519 39,694 83,843 (218,130) -
- - - (6,756) (495) (7,251)
244,916 2,324,014 1,276,256 918,308 519,106 5,282,600
(17,126) (558,925) (369,721) (493,359) - (1,439,131)
(2,587) (130,292) (44,683) (77,480) - (255,042)
- - - 135 - 135
- - - 2,430 - 2,430
(19,713) (689,217) (414,404) (568,274) - (1,691,608)
225,203 1,634,797 861,852 350,034 519,106 3,590,992
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12. Property, plant and equipment (continued)

Accounting policy for property, plant and equipment
Plant and equipment is stated at cost less accumulated depreciation and impairment.

Assets acquired are recorded at the cost of acquisition being the purchase consideration determined as at the date of
acquisition plus costs incidental to the acquisitions, or at fair value if transferred from investment property.

Depreciation is provided on property, including buildings, plant and equipment, roads, runways and other infrastructure.
Depreciation is calculated on a straight line basis so as to write off the net cost of each asset over its expected useful life.
The following estimated useful lives are used in the calculation of depreciation:

Buildings 10-40 years
Roads, runways and other infrastructure 13-80 years
Plant and equipment 3-15 years

Land leased as part of the airport acquisition (leasehold land) has been valued at acquisition at fair value. Leased land is
amortised on a straight-line basis over the lease term of 99 years.

An item of property, plant and equipment is de-recognised upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Any gain or loss arising on the disposal or retirement of an item of
property, plant and equipment is determined as the difference between the sales proceeds and the carrying amount of the
asset and is recognised in profit and loss.

The Group reviews the estimated useful lives of property, plant and equipment at the end of each reporting period.
13. Investment properties

The Group classifies certain areas of the Airport precinct as investment property as they are held for rental income. These
areas include Melbourne Airport Business Park, Hotels, Industrial Buildings and Vacant Land.

The profit for the year includes a gain on revaluation of investment properties of $388.0 million, driven by the completion
of developments in the Melbourne Airport Business Park, compression of capitalisation rates in the industrial sector, rental
growth and an increase of the value of developable land.

2021 2020

$'000 $'000
Balance at beginning of the period 1,601,536 1,416,336
Additions for the period (at cost) 71,173 99,030
Transfer (to)/from property, plant and equipment - (10,515)
Net gain from fair value adjustments for the year 387,977 96,685
Balance at end of the period 2,060,686 1,601,536

Accounting policy for investment properties

The Group's investment properties represent interests in land and buildings held to derive rental income. They are initially
measured at cost, including transaction costs. Subsequently, at each year end reporting date, they are carried at their fair
values based on the market value determined by independent (external) valuers. Gains or losses arising from a change
in the fair value of investment properties are recognised in the profit or loss for the period in which they arise.

An investment property is derecognised upon disposal or when the investment property is permanently withdrawn from
use and no future economic benefits are expected from the disposal. Any gain or loss arising on derecognition of the
property (calculated as the difference between the net disposal proceeds and the carrying amount of the asset) is included
in profit or loss in the period in which the property is derecognised.
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13. Investment properties (continued)

Critical accounting estimates and judgements - investments properties

The fair value of the investment properties has been arrived at on the basis of a valuation carried out by an independent
valuer. The value of investment properties is measured on a fair value basis utilising the discounted cash flow approach
and capitalisation approach. These calculations require the use of assumptions, including discount rates, terminal yield
and industrial and retail rental growth rates.

Valuation of investment properties

Each investment property is valued independently (externally) in June each year as part of the annual valuation process.
The valuation process requires that the independent valuer, approved by the Board of Directors, be appropriately qualified.
For the current financial year, CBRE have conducted the valuation.

To determine fair value, the independent valuation has used the midpoint of the capitalisation of net income approach and
discounted cash flow (DCF) analysis, as well as the direct comparison approach for vacant land. The valuation employs
the residual value method when valuing development properties.

Valuation method Description
Capitalisation of net income The fully leased net income for each precinct has been discounted on a leasehold

basis (present value of the net income for the remaining term) from the valuation date
at an appropriate capitalisation rate which reflects the nature, location, land value
content condition and tenancy profile of each property when compared with current
market investment criteria. The valuation does not capitalise into perpetuity as the
asset is not freehold.

Various adjustments are then made to the calculated result, including estimated
future incentives, capital expenditure, vacancy allowances and reversions to market
rent.

Discounted cash flow The discounted cash flow analysis allows the assessment of the long-term return that
is likely to be derived from a property with a combination of both rental and capital
growth over an assumed investment horizon. A wide range of assumptions are made
including a target internal rate of return, rental growth, occupancy, sale price of the
property at the end of the investment horizon, potential capital expenditure and costs
associated with its disposal at the end of the investment period.

The cash flow analysis comprises annual income streams.

Direct comparison approach This approach has been completed for the vacant land allotments. The most
appropriate form of assessment is considered to be the dollar per square metre
($psm) of site area basis.

Key inputs and sensitivities

The Group has classified fair value measurements (such as those performed on investment properties) into the following
hierarchy as required by AASB 13 Fair Value Measurement:

- Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.

- Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or
liability, either directly or indirectly.

- Level 3: inputs for the asset or liability that are not based on observable market data (unobservable

inputs).
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13. Investment properties (continued)

Inputs to investment property valuations are considered Level 3 of the fair value hierarchy as the capitalisation of income
and DCF methods require assumptions to be made to determine certain inputs that are not based on observable market
data. At reporting date, the key unobservable inputs used by the Group in determining fair value of its investment properties
are summarised below:

- A capitalisation rate ranging from 4.25% to 7.25%;
- A discount rate ranging from 5.50% to 7.25%;

- A terminal yield ranging from 4.75% to 7.75%; and
- Market rental growth ranging from 1% to 3.25%.

The higher the capitalisation rate, discount rate and terminal yield, the lower the fair value. The higher the rental growth,
the higher the fair value. All of the above assumptions have been taken from the latest external valuation report. The
Group provide investment properties (along with land and buildings in Note 12) as security for loans as disclosed in Note
16.

14. Intangible assets

2021 2020
$'000 $'000
Goodwill (i) 671,866 671,866
Masterplan (ii) 2,394 3,182
674,260 675,048
(i) Goodwill
Melbourne Airport 667,700 667,700
Launceston Airport 4,166 4,166
671,866 671,866

Critical accounting estimates and judgements - impairment of goodwill

Determining whether goodwill is impaired requires an annual estimation of the recoverable amount of the cash generating
units to which goodwill has been allocated. The Group uses the fair value less cost to sell methodology to estimate the
future cash flows expected to arise from the cash generating unit and applies a post-tax discount rate that reflects current
market assessments of the time value of money and the risks specific to the asset or cash generating units, in order to
calculate present value. These calculations require the use of assumptions and the application of sensitivity analysis where
appropriate. The company consider Melbourne and Launceston Airports to be separate cash generating units.

Accounting policy for goodwiill
Goodwill, representing the excess of the cost of acquisition over the fair value of the identifiable assets, liabilities and
contingent liabilities acquired, is recognised as an asset and not amortised, but tested for impairment annually or earlier if
there is an indication that the goodwill may be impaired. An impairment loss is recognised immediately in profit or loss and
is not subsequently reversed.

The recoverable amount of the cash generating units is determined by a ‘fair value less cost to sell’ calculation using a
discounted cash flow analysis. The fair value measurement of the cash generating unit is categorised as Level 3 based
on the fair value hierarchy.

The methodology adopted to value the Melbourne and Launceston Airports is a discounted cash flow based on the forecast
dividends to equity holders (including franking credits) at a cost of equity. The valuation derived from this discounted cash
flow analysis has been cross checked to a valuation based on the capitalised earnings approach by calculating the implied
multiples of the valuation and comparing these with those of comparable companies and transactions to ensure the
valuation is providing a reliable measure.
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14. Intangible assets (continued)

The cash flows used in the discounted cash flow analysis were projected based on management’s 20 year financial model.
Cash flows are driven by aeronautical, retail and property revenues which are heavily dependent on passenger numbers
and pricing which is determined based on known contracted terms and forecast inflation. Growth in passenger numbers
over the forecast period is based on internal forecasting and information provided by an independent firm, which takes
into account the effects of the COVID-19 pandemic on current and expected future passenger numbers.

Terminal value was calculated for the period beyond the 20-year forecast based on a sustainable level of forecast
distributions and a capitalisation amount based on a constant terminal growth rate of 3%.

Post-tax cash flows are discounted to their present value using a post-tax discount rate of 9.58%. The discount rate used
reflects current market assessment of the time value of money and the risks specific to the cash generating unit.

Both Melbourne and Launceston Airports have significant headroom between their recoverable amount and the carrying
value of their cash generating unit. In the current year the valuation has seen an uplift in this headroom, which remains
significantly in excess of the carrying value.

There are no reasonably possible changes in assumptions that would result in impairment.

(il) Master Plan

2021 2020

$'000 $'000
Balance at beginning of the period 3,182 3,563
Additions 25 553
Amortisation (813) (934)
Balance at end of the period 2,394 3,182

Accounting policy for Master Plan intangible asset

Under the Airports Act 1996, Melbourne and Launceston Airports are required every 5 years to prepare Master Plans to
guide the development of the airports for the next 20 years. The costs associated with the Master Plans are recognised
as intangible assets amortised over the 5 year period.

15. Payables
2021 2020
$'000 $'000
Current liabilities
Trade and other payables (i) 77,362 97,885
Accrual for assets under construction 15,461 53,721
92,823 151,606

Interest payable to:
- Secured debt - bank (i) 21,534 38,234
- Launceston City Council - 306
21,534 38,540

114,357 190,146
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15. Payables (continued)

2021 2020
$'000 $'000
Non-current liabilities
Undistributed capital note liability (iii) 1,202 1,202
Other non-current liabilities 3,750 -
4,952 1,202

(i) The average credit period for purchases and services is 30 days.
(i) Secured by a fixed and floating charge over the Group's assets. There have been no defaults on loans payable during

the current or prior years.

(ii) Capital notes are entitled to 1/9th of net profit of APAL with distribution equal to 1/9th of declared dividends. Capital

notes are redeemable at the end of the Launceston Airport lease.

Accounting policy for trade and other payables

Trade payables and other accounts payable are measured at amortised cost and recognised when the Group becomes
obliged to make future payments resulting from the purchase of goods and services.

16. Borrowings

At the reporting date the Group's debt comprises: Bank facilities (Syndicated and bilateral); term bank debt; domestic
bonds (AMTN); Euro bonds (EMTN); and USD private placement bonds (USPP).

The balances and other details related to the Group's interest bearing liabilities are presented in the tables below.

Face value
Drawn Undrawn Drawn Undrawn
($'000) ($'000) ($'000) ($'000)
2021 2021 2020 2020

Drawn and undrawn
Unsecured bank overdraft - 20,668 - 10,087
Term bank debt 500,000 - 300,000 200,000
Bank facilities 606,100 1,398,900 476,100 1,388,900

1,106,100 1,419,568 776,100 1,598,987
Capital markets debt 3,554,892 - 3,554,892 -
Total Borrowings 4,660,992 1,419,568 4,330,992 1,598,987

Accounting policy for borrowings

Borrowings are recorded at an amount equal to the net proceeds received. Borrowing costs are recognised on an accrual
basis. Subsequent to initial recognition, borrowings are measured at amortised cost with any difference between the initial
recognised amount and the redemption value being recognised in the Statement of Profit or Loss and Other
Comprehensive Income over the period of the borrowing using the effective interest rate method.

Ancillary costs incurred by the Group in establishing funding facilities are capitalised and amortised over the term of the
facilities. These costs are netted off against the loan in the Statement of Financial Position.

Foreign currency borrowings are reported at spot exchange rates with movement in the spot rate reflected in the Statement

of Profit or Loss and Other Comprehensive Income to the extent the borrowings are unhedged and in the hedge reserve
if the borrowings are effectively hedged.
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16. Borrowings (continued)

Type

Capital Markets Debt
USPP

AMTN

USPP ($A)

USPP

EMTN (iii)

EMTN

AMTN

USPP

AMTN

USPP ($A)

EMTN

USPP (iii) (vii)

USPP

USPP (vii)

USPP

Total Capital Market Debt

Bank Debt

Syndicated Facility (vi)
Working Capital Facility
Bilateral Facility
Syndicated Facility (vi)
Cash Advance Facility (iv)
Bilateral Facilities (v)
Bilateral Facility (vi)
Term Bank Debt

Term Bank Debt

Total Bank Debt

Total Borrowings

Fair value adjustments

Maturity

15-Sep-21
15-Sep-22
15-Nov-22
15-Sep-23
26-Sep-23
15-Oct-24
11-Nov-25
15-Sep-26
4-Nov-26
15-Jan-28
27-Sep-30
4-Dec-31
4-Dec-34
4-Dec-39
4-Dec-44

30-Sep-24
12-Apr-22
15-Jul-22
30-Sep-22
30-Jul-23
30-Apr-25
8-Apr-26
16-Jun-26
16-Jun-29

Deferred upfront borrowing costs

Total Net Borrowings

Notes:

All the above is secured by a fixed and floating charge over the Group's assets.

Currency

usD
AUD
AUD
UShD
EUR
EUR
AUD
UShD
AUD
AUD
NOK
usD
uUsD
AUD
AUD

AUD
AUD
AUD
AUD
AUD
AUD
AUD
AUD
AUD

Principal Drawn

Carrying Amount (ii)

Original Face Value
Currency (AUD) (i) 2021 2020
$'000 $'000 $'000 $'000
200,000 191,077 266,699 289,729
250,000 250,000 250,000 250,000
125,000 125,000 125,000 125,000
200,000 191,077 266,699 289,729
550,000 784,929 869,583 895,037
350,000 505,050 553,371 569,569
120,000 120,000 120,000 120,000
200,000 191,077 266,699 289,729
200,000 200,000 200,000 200,000
50,000 50,000 50,000 50,000
1,500,000 242,994 232,459 225,786
105,000 151,844 140,017 152,108
105,000 151,844 140,017 152,108
150,000 150,000 150,000 150,000
250,000 250,000 250,000 250,000
4,355,000 3,554,892 3,880,544 4,008,795
400,000 400,000 330,000
100,000 100,000 100,000
60,000 60,000 -
45,100 45,100 46,100
1,000 1,000 -
200,000 200,000 120,000
300,000 300,000 180,000
1,106,100 1,106,100 776,100
4,660,992 4,986,644 4,784,895
34,896 64,451
(26,852) (30,819)
4,994,688 4,818,527

(i) Face values of foreign debt shown reflect the AUD value of the hedged principal amount at inception of the debt.
(ii) Carrying amounts of foreign debt reflect revalued debt in AUD at spot rates as at 30 June 2021.
(ii) Excludes fair value adjustments.
(iv) Cash Advance Facility refers to the bank facility for Australia Pacific Airports (Launceston) Pty Ltd.
(v) Bilateral facilities (AUD $650m) are 5-year facilities with maturity dates ranging from 3 April 2021 to 30 April 2025.

(vi) On 8 April 2021, APAM extended its Syndicated Facility tranche A maturity from 30 September 2021 to 30 September
2024 and the tranche B limit was reduced by A$60m. APAM also established a new 5 year bilateral facility maturing on 8
April 2026 with a limit of A$200m, which will be used to early refinance the $191 million USPP due to mature in September

2021.

(vii) In the prior period, the USPP debt maturing 4 December 2031 and the USPP debt maturing 4 December 2039 were
incorrectly reported as $174,102,000 and $128,006,000 respectively. The comparative amounts for each have now been
adjusted to reflect their correct carrying amount at 30 June 2020.

33



Australia Pacific Airports Corporation Limited
Notes to the consolidated financial statements
30 June 2021

16. Borrowings (continued)

Reconciliation of movement of liabilities to cash flows arising from financing activities:

Derivative Derivative
assets held assets held
to hedge to hedge
Long term  Short-term  long-term long-term
borrowings borrowings borrowings Longterm  Short-term borrowings
0) 0) (Note 17)  borrowings borrowings  (Note 17)
2021 2021 2021 2020 2020 2020
$'000 $'000 $'000 $'000 $'000 $'000
Balance at 1 July 4,784,895 - (294,877) 4,007,646 271,300 (287,880)
Proceeds from borrowings 624,000 - - 1,974,088 - -
Repayments from borrowings (294,000) - - (1,240,400) (225,200) -
Cash outlay for hedging
restructure - - (94,883) - - -
330,000 - (94,883) 733,688 (225,200) -
Non-cash movements
New debt and refinance - - - 46,100 (46,100) -
Reclassification (289,729) 289,729 - - - -
Foreign exchange movement (105,221) (23,030) - (2,539) - -
Fair value changes - - 154,142 - - (6,997)
(394,950) 266,699 154,142 43,561 (46,100) (6,997)
Total 4,719,945 266,699 (235,618) 4,784,895 - (294,877)

Note:
(i) The total borrowings balance (long-term and short-term) as at 30 June 2021 is $4,986,644,000 before fair value
adjustments and deferred upfront borrowing costs.

17. Derivative financial instruments

The Group uses derivative financial instruments to mitigate its exposure to foreign currency and interest rate risks.
During the year, the Group undertook a restructure in December 2020 and February 2021 of certain elements of its
derivative portfolio, aimed at reducing interest payments in the short term. The restructure reset out of the money fixed
rate cross currency and interest rate swaps to current market interest rates, retaining the historic credit margin. This is
expected to deliver a reduction in interest payments of $94 million over the next 15 months from December 2020, with

termination payments funded by drawing on existing bank lines.

The restructure triggered a discontinuation of existing hedge relationships resulting in a hedge accounting impact to profit
and loss which is further detailed in Note 18 under interest rate risk management.

The net derivative position (before application of hedge accounting) at reporting date is presented below:
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Current Non-current Total Current Non-current Total
2021 2021 2021 2020 2020 2020
$'000 $'000 $'000 $'000 $'000 $'000
Assets
Cross currency swaps 76,588 300,707 377,295 - 515,870 515,870
Interest rate swaps 116 - 116 - - -
76,704 300,707 377,411 - 515,870 515,870
Liabilities
Cross currency swaps - (46,362) (46,362) - (42,238) (42,238)
Interest rate swaps (6,948) (88,483) (95,431) (22,796) (155,959) (178,755)
(6,948) (134,845) (141,793) (22,796) (198,197) (220,993)
Net derivative position
assets/(liabilities) 69,756 165,862 235,618 (22,796) 317,673 294,877

Accounting policy for derivative financial instruments

The Group enters into interest rate swaps, swaptions and cross currency interest rate swaps. The swaps have been
allocated against the underlying or forecast cross currency and interest rate exposure and to this extent modify the cross
currency and interest rate risk of the underlying and forecast debt. These instruments are initially recognised at fair value
on the date a contract is entered into, and are subsequently remeasured to their fair value at each reporting date. The
resulting gain or loss is recognised in profit or loss, unless the derivative is designated and effective as a hedging
instrument, in which event, the timing of recognition in profit or loss depends on the nature of the hedge relationship.

18. Financial risk management
(a) Capital risk management

The Group manages its capital to ensure that entities in the group will be able to continue as a going concern while
maximising the return to stakeholders through the optimisation of debt while maintaining a strong investment grade credit
rating.

The capital structure of the Group consists of debt, which includes the borrowings disclosed in Note 16, cash and cash
equivalents and equity attributable to equity holders of the Group, comprising issued capital, reserves and retained
earnings. In addition, the Group has implemented risk management strategies to mitigate against adverse increases to
interest rates on future borrowings.

The Group is required to comply with certain financial covenants for its bank debt and various long-term capital markets
debt which is tested periodically. Cashflow Cover Ratio (CCR) compliance waivers were obtained by the Group in respect
of the Common Terms Deed ($A2.4 billion) for periods 30 June 2020, 31 December 2020 & 30 June 2021 executed 28th
May 2020. Waivers for outstanding USPP notes ($A1.45 billion equivalent for periods 31 December 2020 & 30 June 2021)
(Note 16: USPP), executed 23rd July 2020. The Group is obligated to provide a complying compliance certificate for the
testing period ending 31 December 2021 and testing periods subsequent to this. Refer to Note 1 — Going Concern, for
disclosures in relation to compliance with the CCR covenant for 31 December 2021 and 30 June 2022.

As at 30 June 2021, the group had $1.4bn of available liquidity in the form of bank facilities which is sufficient to cover the
Group’s funding needs for at least the next 12 months. In April 2021, the Group had extended its A$400m Syndicated
Facility tranche A by 3 years from 30-Sep-21 to 30-Sep-24 and also established a new 5 year A$200m bilateral facility
which matures on 8 April 2026. Additionally, Syndicated Facility B limit was reduced by A$60m as part of the facility
extension. Following this, the next debt maturity in the next 12 months is a A$191m USPP bond and a A$50m working
capital facility (undrawn as at 30 June 2021).
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(b) Categories of financial instruments

Financial Assets

Cash and cash equivalents

Trade and other receivables

Current - Cross currency interest rate swaps
Current - Interest rate swaps

Non-current cross currency interest rate swaps

Financial liabilities

Trade and other payables

Interest payable

Non-current payables

Lease liability

Current borrowings

Non-current borrowings

Non-current interest rate swaps

Non-current cross currency interest rate swaps
Current interest rate swaps

Financial Assets

Cash and cash equivalents

Trade and other receivables

Income tax receivable

Non-current cross currency interest rate swaps

Financial liabilities

Trade and other payables

Interest payable

Non-current payables

Lease liability

Non-current borrowings

Non-current interest rate swaps

Non-current cross currency interest rate swaps
Current interest rate swaps

Derivatives designated: 2021
At amortised as fair value as cash flow
cost hedge hedge Total
$'000 $'000 $'000 $'000
32,186 - - 32,186
36,964 - - 36,964
- - 76,588 76,588
- - 116 116
- 36,155 264,552 300,707
69,150 36,155 341,256 446,561
92,823 - - 92,823
21,534 - - 21,534
4,952 - - 4,952
5,063 - - 5,063
266,610 - - 266,610
4,693,182 34,896 - 4,728,078
- - 88,483 88,483
- 470 45,892 46,362
- - 6,948 6,948
5,084,164 35,366 141,323 5,260,853
Derivatives designated: 2020
At amortised as fair value as cash flow
cost hedge hedge Total
$'000 $'000 $'000 $'000
133,793 - - 133,793
37,849 - - 37,849
40,912 - - 40,912
- 63,250 452,620 515,870
212,554 63,250 452,620 728,424
151,606 - - 151,606
38,540 - - 38,540
1,202 - - 1,202
6,012 - - 6,012
4,754,076 64,451 - 4,818,527
- - 155,959 155,959
- - 42,238 42,238
- - 22,796 22,796
4,951,436 64,451 220,993 5,236,880
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(c) Financial risk management objectives

The Group's corporate treasury function provides financing, investing and financial risk management services to the
business. The strategic objectives of the corporate treasury function are to manage all material financial risks related to
the Group's treasury activities including funding, liquidity, interest rate, foreign exchange, counterparty credit, operational
and compliance risks. Corporate Treasury also provides support to the Group by ensuring financial metrics are maintained
at levels that support a strong and stable standalone investment grade corporate credit rating.

The Group does not enter into or trade derivative financial instruments for speculative purposes.

The Group’s exposures to interest rates on the financial assets and financial liabilities are detailed in the liquidity risk
management section of this note.

(d) Interest rate risk management

The Group enters into a variety of derivative financial instruments to manage its exposure to interest rates, including
interest rate swaps, swaptions and cross currency hedges to mitigate the risk of rising interest rates.

The Group's exposures to interest rates on the financial assets and financial liabilities are detailed in the liquidity risk
management section of this note.

During the year, the Group executed interest rate restructure transactions (Note 17). This involved making upfront
payments totalling $94.8m million to reduce the contracted fixed interest rates to lower current market rates for a period
of approximately 15 months from December 2020. Associated interest expense reductions have been recognised during
the year ended 30 June 2021 with the remainder to be incorporated in the results of future reporting periods.

The restructure triggered a discontinuation of existing hedge relationships resulting in a hedge accounting impact to profit
and loss ($8.6 million pre-tax loss), for the year ended 30 June 2021. Due to the discontinuation of hedge accounting for
certain hedge relationships affected by the restructure an amount of $181 million (pre-tax) in the cash flow hedge reserve
at the date of restructure will be amortised to profit and loss over the remaining life of the underlying hedged items which
remain in existence. This amortisation effect recorded in profit and loss will be offset by the unwind of the non-zero fair
values of derivatives re-designated in hedge relationships ($94.8 million pre-tax) over the same period. The impact on the
Hedge Reserve is set out in Note 22.

Amortisation of $23 million was recognised in other comprehensive income during the year ended 30 June 2021. This
amount is included in the change in fair value of the swaps.

(e) Interest rate sensitivity

The sensitivity analyses below have been determined based on the exposure to interest rates for both derivative and non-
derivative instruments at the reporting date.

At reporting date, if interest rates had been 50 basis points higher or lower and all other variables were held constant, the
Group’s:

- Net profit would increase/ decrease by $3,864,000 (2020: increase/ decrease $3,321,000). This is due to interest
rates on its variable borrowings.

- Other equity reserves would increase/ decrease by $67,803,000 (2020: increase/ decrease $100,280,000) mainly
as a result of the changes in fair value through other comprehensive income for fixed rate instruments.

(f) Cross currency sensitivity
Cross currency exposures for the Group are predominantly arising from foreign denominated interest bearing liabilities.
The Group’s policy is to hedge 100% of cross currency risk for both capital and interest for the life of the exposure. As at

30 June 2021 and 2020, these cross currency exposures were 100% hedged through cross currency swaps until maturity
resulting in no other material cross currency risk exposure.
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(9) Interest rate derivative contracts

Under interest rate derivative contracts, the Group agrees to exchange the difference between fixed and floating rate
interest amounts calculated on agreed notional principal amounts. Such contracts enable the Group to mitigate the risk of

rising interest rates.

The following table details the notional amounts and remaining terms of interest rate derivative contracts outstanding as
at the reporting date.

Average contracted fixed Fair value of interest rate
interest rate Notional principal amount derivatives

2021 2020 2021 2020 2021 2020

% % $'000 $'000 $'000 $'000
Less than 1 year 3.5% - 59,000 - (6,832) -
1to 2 years - - - - - -
2 to 5 years 3.1% 4.2% 729,000 729,000 (33,833) (72,495)
5 years + 2.6% 3.2% 600,000 659,000 (54,650) (106,260)
1,388,000 1,388,000 (95,315) (178,755)

The fair value of these contracts as at 30 June 2021 is disclosed in Note 17.
(h) Foreign currency risk management

The Group undertakes transactions denominated in foreign currencies; consequently, exposures to exchange rate
fluctuations arise. Exchange rate exposures are managed within approved policy parameters utilising forward foreign
exchange contracts.

(i) Foreign currency exchange contracts

The Group enters cross currency interest rate swaps. The swaps have been allocated against the underlying cross
currency exposure and to this extent modify the cross currency risk of the underlying debt. The cross currency interest
rate swaps are initially recognised at fair value on the date a contract is entered into, and are subsequently remeasured
to their fair value at each reporting date.

Average
Contracted Fair Value of Cross
Fixed Interest Average Currency Interest Rate
Rate Exchange Rate Notional Principal Amount Derivatives
lto5years >5years lto5years >5years
% $'000 $'000 $'000 $'000
Consolidated 2021
USD (810m) 4.60% 0.9414 382,153 494,764 153,757 60,758
EUR (900m) 4.00% 0.6977 1,289,974 - 153,119 -
NOK (1,500m) 4.20% 6.1730 - 242,994 - (36,701)

1,672,127 737,758 306,876 24,057

38



Australia Pacific Airports Corporation Limited
Notes to the consolidated financial statements
30 June 2021

18. Financial risk management (continued)

Average
Contracted Fair Value of Cross
Fixed Interest Average Currency Interest Rate
Rate Exchange Rate Notional Principal Amount Derivatives
lto5years >5years 1ltoS5years >5years
% $'000 $'000 $'000 $'000
Consolidated 2020
USD (810m) 6.00% 0.6903 382,153 494,764 190,198 125,650
EUR (900m) 5.10% 0.6145 1,289,974 - 200,022 -
NOK (1,500m) 4.20% 6.6434 - 242,994 - (42,238)
1,672,127 737,758 390,220 83,412

(j) Liquidity risk

The following table details the Group’s exposure to liquidity risk as at 30 June 2021. All domestic bonds, US private
placements and European bonds listed are fixed rate notes unless otherwise stated.

Weighted average 1t0 3 3 months to More than 5

2021 effective interest rate  months 1year 1to 5years years Total

0] $'000 $'000 $'000 $'000 $'000
Financial assets
Cash and cash
equivalents 32,186 - - - 32,186
Trade and other
receivables 36,964 - - - 36,964
Income tax receivable - - - - -
Cross currency (ii)
interest rate swaps
- Outflow 202,135 25,211 1,641,436 205,661 2,074,443
- Inflow (313,213) (22,139) (1,842,182) (273,024)  (2,450,558)

(41,928) 3,072 (200,746) (67,363)  (306,965)
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Weighted average 1to3 3 months to More than 5
effective interest rate  months 1lyear 1to 5years years Total
0] $'000 $'000 $'000 $'000 $'000
Financial liabilities
Trade and other
payables 92,823 - - - 92,823
Interest payable 21,534 - - - 21,534
Lease liability 322 965 2,598 1,178 5,063
Non-current payables - - 4,952 - 4,952
114,679 965 7,550 1,178 124,372
Borrowings:
Term bank debt 2.66% 1,811 5,667 249,619 333,312 590,409
Bank facilities 2.15% 1,424 4,556 622,277 - 628,257
AMTN 4.01% 5,041 17,919 454,236 203,781 680,977
USPP 4.25% 286,602 45,590 572,995 1,325,864 2,231,051
EMTN 4.81% 33,358 9,684 1,531,420 263,807 1,838,269
328,236 83,416 3,430,547 2,126,764 5,968,963
Cross currency (ii)
interest rate swaps
- Outflow 5,683 11,964 76,452 666,988 761,087
- Inflow (6,259) (8,983) (60,823) (606,582) (682,647)
Interest rate swaps (ii) 1,664 3,796 84,705 8,628 98,793
1,088 6,777 100,334 69,034 177,233
444,003 91,158 3,538,431 2,196,976 6,270,568

Notes:

(i) Weighted average effective interest rate calculation includes duration and volume.
(i) Swap rates embedded into the weighted average effective interest rates of USPP and EMTN bonds.

As at 30 June 2021, the Group has undrawn facilities of $1.4 billion total and cash of $32 million, which provides sufficient
liquidity to cover all financial liabilities due within 1 year in the above table. During the year, the Group established a new

A$200m bilateral facility in April 2021 to prefund the upcoming USPP maturity of A$191m in September 2021.

Weighted average 1to 3 3 months to More than 5

2020 effective interest rate  months 1lyear 1to 5years years Total

Q) $'000 $'000 $'000 $'000 $'000
Financial assets
Cash and cash
equivalents 133,793 - - - 133,793
Trade and other
receivables 37,849 - - - 37,849
Income tax receivable 40,912 - - - 40,912
Cross currency (i)
interest rate swaps
- Outflow 27,008 65,502 1,855,205 594,299 2,542,014
- Inflow (48,020) (39,678) (2,301,440) (692,462) (3,081,600)

191,542 25,824 (446,235) (98,163) (327,032)
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Weighted average 1to3 3 months to More than 5
effective interest rate  months 1lyear 1to 5years years Total
0] $'000 $'000 $'000 $'000 $'000
Financial liabilities
Trade and other
payables 151,606 - - - 151,606
Interest payable 38,540 - - - 38,540
Lease liability 322 965 2,598 2,127 6,012
Non-current payables - - 1,202 - 1,202
190,468 965 3,800 2,127 197,360
Borrowings:
Term bank debt 2.10% 1,148 3,562 22,077 322,239 349,026
Bank facilities 1.48% 1,148 3,629 479,300 - 484,077
AMTN 4.01% 5,014 17,919 316,952 333,998 673,883
USPP 4.37% 21,382 53,822 922,045 1,420,742 2,417,991
EMTN 4.87% 34,238 9,967 1,612,597 262,364 1,919,166
62,930 88,899 3,352,971 2,339,343 5,844,143
Cross currency (ii)
interest rate swaps
- Outflow 5,151 5,068 40,624 298,960 349,803
- Inflow (6,113) - (24,368) (262,364) (292,845)
Interest rate swaps (ii) 15,331 19,684 126,168 31,025 192,208
14,369 24,752 142,424 67,621 249,166
267,767 114,616 3,499,195 2,409,091 6,290,669
Notes:

(i) Weighted average effective interest rate calculation includes duration and volume.
(i) Swap rates embedded into the weighted average effective interest rates of USPP and EMTN bonds.

(k) Credit risk management

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to the
Group. Significant classes of financial assets of the Group may include trade and other receivables and derivative financial
instruments.

The carrying amount of each class of financial assets recorded in the financial statements, net of any allowances for
losses, represents the Group’s maximum exposure to credit risk without taking account of the value of any collateral or
other security. As the Group does not have enforceable offsetting arrangements for its financial instruments, gross
amounts have been recognised in the Statement of Financial Position.

For derivative financial instruments, treasury counterparties may include banks and other financial institutions with which
the Group may engage for banking, lending, derivatives and other treasury activities. The Group require these
counterparties to meet minimum ratings thresholds and concentration limits in line with policies, as a means of mitigating
the risk of financial loss from defaults. The Group measures credit risk on a fair value basis.

For trade receivables, the Group adopts a policy of dealing with customers with appropriate credit quality and obtaining
collateral support where appropriate for risk mitigation. With ongoing COVID-19 impacts, the Group continues to monitor
its trade receivables ageing and engages in follow up activity, which may include enforcement where receivables are
overdue. A write off is recognised when there is no reasonable expectation of recovery.
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() Fair value

Except as detailed below, the carrying amount of financial assets and financial liabilities recorded in the financial
statements represents their respective fair values, determined in accordance with the accounting policies disclosed in
Note 2 to the financial statements.

All of the Group's financial instruments measured, recognised and disclosed at fair value were valued using market
observable inputs (Level 2), as defined in Note 2. There were no transfers between levels during the year and there has
been no change in valuation techniques applied.

The fair value of all financial instruments is derived from quoted market interest rates which are subsequently incorporated
within generally applied discounted cash flow models. The amounts carried on the Statement of Financial Position
approximate the fair value with the following exceptions:

Fair Value of Financial Instruments
Carrying Carrying

Amount Amount Fair Value Fair Value
2021 2020 2021 2020

Consolidated

Bank Facilities (1,106,100) (776,100) (1,105,948) (740,430)
AMTN (570,000) (570,000) (607,639) (597,325)
USPP A$ (575,000) (575,000) (598,551) (558,342)
USPP (1,087,512) (1,195,397) (1,130,987) (1,194,881)
EMTN - EUR (1,450,469) (1,507,062) (1,447,513) (1,471,358)
EMTN - NOK (232,459) (225,787) (223,297) (215,037)
Deferred upfront borrowing costs 26,852 30,819 - -

(4,994,688) (4,818,527) (5,113,935) (4,777,373)

(m) Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the Directors, who has built an appropriate liquidity risk
management framework for the management of the Group’s short, medium and long-term funding and liquidity
management requirements. The Group manages liquidity risk by maintaining adequate reserves, banking facilities and
reserve borrowing facilities by continuously monitoring forecast and actual cash flows and matching the maturity profiles
of financial assets and liabilities.

(n) Hedge accounting

Hedging refers to the way in which the Group uses derivative financial instruments, to manage its exposure to financial
risks as described below under "Types of hedging instruments”. The gain or loss on the underlying instrument ("hedged
item") is expected to move in the opposite direction to the gain or loss on the derivative ("hedging instrument"), therefore
offsetting the Group's risk position. Hedge accounting is a technique that enables the matching of the gains and losses on
designated hedging instruments and hedged items in the same accounting period to minimise volatility in Profit or Loss.
The Group's major exposure to interest rate risk and foreign currency risk arises from its long-term borrowings.

(o) Cross-currency, interest rate swaps and option contracts

The Group is exposed to risk from movements in foreign exchange and interest rates. As part of the risk management
strategy set out above, the Group holds the following types of derivative instruments:

Interest rate swap and option contracts: the Group agrees to exchange the difference between fixed and floating interest

amounts calculated on agreed notional principal amounts. Such contracts enable the Group to mitigate the risk of changing
interest rates on the fair value of fixed rate debt held and the cash flow exposures of floating rate debt held.
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Cross-currency swap contracts: the Group agrees to exchange specified principal and interest foreign currency amounts
at an agreed future date at a specified exchange rate. Such contracts enable the Group to mitigate the risk of adverse
movements in foreign exchange rates.

The Group enters into the above derivative instruments to offset the risks arising from its long-term borrowings. To the
extent permitted by AASB 9, the Group formally designates and documents these financial instruments as fair value and
cash flow hedges for accounting purposes. In order to qualify for hedge accounting, AASB 9 requires that prospective
hedge effectiveness testing meets all of the following criteria:

- an economic relationship exists between the hedged item and hedging instrument;

- the effect of credit risk does not dominate the value changes resulting from the economic relationship;

- the hedge ratio is the same as that resulting from amounts of hedged items and hedging instruments for risk
management.

As a result of borrowing in foreign currency, the Group is exposed to foreign exchange and foreign interest rate risk. Cross-
currency swaps are used to hedge both the foreign exchange risk and foreign interest rate risk over the full term of the
foreign currency borrowing. The swaps are designated as cash flow hedges of foreign currency/AUD forward foreign
exchange risk of the foreign currency borrowing, fair value hedge of the foreign currency benchmark interest rate risk of
the foreign currency benchmark component and cash flow hedge of foreign currency/AUD spot foreign exchange risk of
the foreign currency borrowing principal.

(p) Fair value hedges

The objective of the Group's fair value hedging is to convert fixed interest rate borrowings to floating interest rate
borrowings.

The Group enters into cross-currency swaps to mitigate its exposure to changes in the fair value of long-term offshore
borrowings. Changes in the fair value of the hedging instrument, and changes in the fair value of the hedged item that is
attributable to the hedged risk (‘fair value hedge adjustment’) are recognised in profit or loss. Ineffectiveness reflects the
extent to which the fair value movements do not offset and is primarily driven by movements in credit of the hedging
instrument. AASB 9 allows a component of the Group's borrowing margin associated with cross-currency swaps (“foreign
currency basis spread”) to be deferred in equity. This component is included in interest on borrowings in profit or loss over
the remaining maturity of the borrowing.

The Groups fair value hedges have an economic relationship on the basis that the critical terms of the hedging instrument
and hedged item (including face value, cash flows and maturity date) are aligned. The relationship between the hedged
risk and the corresponding value of the hedging derivatives results in a hedge ratio of one.

The cumulative amount of fair value hedge adjustments which are included in the carrying amount of our borrowings in
the Statement of Financial Position is shown below. This relates to the issue of cross currency swaps over the European
bonds (26 September 2023) and USPP 2031 as they are the only instruments with a fair value hedge.

2021 2020
$'000 $'000
Fixed rate instruments
Face value 936,773 936,767
Foreign exchange adjustments 72,827 110,635
Cumulative fair value hedge adjustments 34,896 64,451
Carrying amount 1,044,496 1,111,853

(q) Cash flow hedges
The objective of the Group's cash flow hedging is to hedge the exposure arising from variability in future interest and

foreign currency cash flows arising from borrowings that bear interest at variable rates, or are denominated in foreign
currency.
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Hedge Accounting Relationship Fair Value Hedge Cash Flow Hedge Total
Hedging Instrument USD - CCIRS EUR - CCIRS USD - CCIRS EUR - CCIRS NOK - CCIRS AUD - IRS

Hedged Item USD Fixed Debt EUR Fixed Debt USD Fixed Debt EUR Fixed Debt NOK Fixed Debt AUDDF:;?‘“”Q

Notional Amount USD 810,000 EUR 900,000 USD 810,000 EUR 900,000 NOK 1,500,000 AUD 1,388,000

Hedge Ratio 1:1 1:1 1:1 1:1 1:1 1:1

Denomination A$'000's A$'000's A$'000's A$'000's A$'000's A$'000's A$'000's
At 30-June-2021

Carrying amount of hedging instruments

Assets - Current - - 76,588 - - - 76,588
Assets - Non-current 7,546 28,612 147,598 125,459 - 116 309,331
Liabilities - Current - - - - - - -
Liabilities - Non-current - (471) (17,208) (491) (36,700) (95,432) (150,301)
Total 7,546 28,141 206,978 124,968 (36,700) (95,316) 235,617
Cumulative fair value adjustment on hedged item* (7,382) (27,514) - - - - (34,896)
Carrying amount of the hedged item recognised in the statement of financial position (146,298) (894,006) - - - - (1,040,303)
Balance in cash flow hedge reserve for continuing hedges - - (3,526) 10,913 26,166 8,017 41,570
Balance in cash flow hedge reserve from discontinued hedges - - 24,277 19,659 - 114,131 158,067
During the Year

Change in fair value of hedging instrument

used for calculating hedge effectiveness (16,472) (13,761) (302,560) (89,878) 4,628 78,820 (339,224)
due to cash payment on restructure of hedges - - 28,420 46,286 - 20,177 94,883
Change in fair value of hedged item

used for calculating hedge effectiveness 14,610 15,063 269,255 37,611 (1,858) (121,073) 213,608
Change in cash flow hedge reserve

for continuing hedge relationships - - (5,811) (79,154) 2,045 (100,895) (183,815)
for discontinued hedge relationships - - 24,277 19,659 - 114,131 158,067
Change in profit or loss

Ineffectiveness recognised in profit and loss 1,862 (1,301) 277) 139 - 1,205 1,628
Unwind of inception fair value - - 2,412 2,846 - (13,779) (8,521)
Reclassified from CFHR to profit and loss on continued hedge relationships - - (93,273) (41,651) 6,673 - (128,252)
Reclassified from CFHR to profit and loss on discontinued hedge relationships - - 3,872 11,667 - 8,216 23,756
Restructure impacts on profit and loss - - (2,105) 9,078 - 1,589 8,562

* excluding impact of changes in foreign exchange rates on notional amount
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Hedge Accounting Relationship
Hedging Instrument

Hedged Item

Notional Amount
Hedge Ratio
Denomination

Fair Value Hedge
USD - CCIRS EUR - CCIRS

USD Fixed Debt EUR Fixed Debt

USD 810,000 EUR 900,000
1:1 1:1
A$'000's A$'000's

USD - CCIRS
USD Fixed Debt

USD 810,000
1:1
A$'000's

Cash Flow Hedge
EUR - CCIRS NOK - CCIRS

EUR Fixed Debt NOK Fixed Debt

EUR 900,000 NOK 1,500,000
1:1 1:1
A$'000's A$'000's

AUD - IRS
AUD Floating
Debt
AUD 1,388,000
1:1
A$'000's

Total

A$'000's

At 30-June-2020

Carrying amount of hedging instruments
Assets - Current

Assets - Non-current

Liabilities - Current

Liabilities - Non-current

Total

Cumulative fair value adjustment on hedged item*

Carrying amount of the hedged item recognised in the statement of financial position
Balance in cash flow hedge resenve for continuing hedges

Balance in cash flow hedge resene from discontinued hedges

During the Year

Change in fair value of hedging instrument
used for calculating hedge effectiveness

due to cash payment on restructure of hedges

Change in fair value of hedged item
used for calculating hedge effectiveness

Change in cash flow hedge reserve
for continuing hedge relationships
for discontinued hedge relationships

Change in profit or loss

Ineffectiveness recognised in profit and loss

Unwind of inception fair value

Reclassified from CFHR to profit and loss on continued hedge relationships
Reclassified from CFHR to profit and loss on discontinued hedge relationships
Restructure impacts on profit and loss

22,600 43,626

22,600 43,626

(21,994)
(174,102)

(42,457)
(937,751)

22,600 (12,439)

(21,994) 10,566

295,425

(2,177)
293,247

3,238

68,508

(68,508)

(53,432)

156,396 -

- (42,238)
156,396 (42,238)

18,229 25,031

(8,911) (19,225)

8,911 19,225

15,909 (5,387)

(24,612)

(178,755)
(178,755)

178,755

(43,536)

43,536

43,536

518,048

(223,171)
294,877

(64,451)

(1,111,853)
225,253

6,997

(8,264)

625

1,267

(3,135)

* excluding impact of changes in foreign exchange rates on notional amount
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2021 2020
$'000 $'000
Lease liabilities
Current 1,287 1,287
Non-current 3,776 4,725
5,063 6,012
2021 2020
$'000 $'000
Commitments for leases
Lease commitments
Within one year 1,287 1,287
Later than one year but not later than five years 5,150 5,150
More than five years 7,725 9,012
14,162 15,449
Lease commitments present value
Within one year 649 841
Later than one year but not later than five years 2,336 2,598
More than five years 2,078 2,573
5,063 6,012

Accounting policy for lease liabilities

The Group recognises assets and lease liabilities in respect of leased assets at the lease commencement date. The lease
liability is initially measured at the present value of the lease payments that are not paid at the commencement date,
discounted using the rate implicit in the lease or, if that rate cannot be readily determined, the Group's incremental
borrowing rate.

The lease liability is measured at amortised cost using the effective interest method.

20. Lease arrangements - Lessor

Some properties are leased to tenants under long-term operating leases with rentals payable monthly. Minimum lease
payments receivable on leases of properties are as follows:

2021 2020

$'000 $'000
Within one year 105,632 86,324
Later than one year but not later than 5 years 414,252 422,228
Later than 5 years 1,101,409 868,948

1,621,293 1,377,500

Minimum lease payments have increased year on year as a result of significant new leases entered into in FY21. Due to
the impact of COVID-19, retail tenant agreements were renegotiated to reflect a variable charge until minimum passenger
thresholds are achieved. At 30 June 2021, these thresholds were not met resulting in no commitment amounts being
recognised in respect of retail tenants.
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2021 2020
$'000 $'000
118,100,000 Ordinary Shares - fully paid (30 June 2020: 118,100,000) 118,100 118,100
Fully paid ordinary shares carry one vote per share and carry the right to dividends.
Accounting policy for issued capital
Ordinary shares are classified as equity.
22. Hedging reserves
2021 2020
$'000 $'000
Consolidated
Opening balance 157,677 157,239
(Gain) / loss recognised on derivative financial instruments (unrealised) (187,743) (21,863)
(Gain) / loss recognised on derivative financial instruments (realised) 25,029 25,624
(Gain) / loss on foreign exchange remeasurement transferred to profit and loss 128,252 (2,539)
(Gain) / loss on hedge ineffectiveness transferred to profit and loss 1,628 -
(Gain) / loss on unwind of discontinued hedge relationships transferred to profit and loss 23,755 (596)
(Gain) / loss on restructure impacts transferred to profit and loss 8,562 -
(Gain) / loss on cash flow hedges transferred to profit and loss (25,029) -
Income tax related to amounts above 7,664 (188)
Closing balance 139,795 157,677

Accounting policy for hedging reserve

The hedging reserve represents hedging gains and losses recognised on the effective portion of cash flow hedges. The
cumulative deferred gain or loss on the hedge is recognised in profit or loss at expiry or termination of the hedge

transaction.

23. Retained profits

Retained profits at the beginning of the financial year
Profit after income tax expense for the year
Dividends paid (Note 29)

Retained profits at the end of the financial year

2020
2021 Restated
$'000 $'000
976,059 1,151,855
63,555 101,693
- (277,489)
1,039,614 976,059
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24, Capital expenditure commitments

2021 2020
$'000 $'000
Capital expenditure commitments
Not longer than 1 year 145,829 251,091
Longer than 1 year but not longer than 5 years 140,887 111,926
Total Property, plant and equipment commitments 286,716 363,017

25. Subsidiaries

Ownership interest

2021 2020

Name of entity Country of incorporation % %
Parent entity

Australia Pacific Airports Corporation Limited Australia - -
Subsidiaries

APAC (Holdings No.2) Pty. Limited Australia 100% 100%
Australia Pacific Airports (Melbourne) Pty. Limited Australia 100% 100%
Australia Pacific Airports (Property) Pty. Limited (i) (ii) Australia 100% 100%
APAC (Holdings) Pty. Limited (i) Australia 100% 100%
Australia Pacific Airports (Launceston) Pty. Limited Australia 100% 100%

(i) These subsidiaries are classified as small proprietary companies in accordance with the Corporations Act 2001 are
relieved from the requirement to prepare, audit and lodge financial instruments.

(i) This subsidiary was dormant during the financial year.

26. Related party transactions

(a) Equity interests in related parties

Details of the percentage of ordinary shares held in controlled entities are disclosed in Note 25 to the financial statements.
(b) Key management personnel compensation

The aggregate compensation of the key management personnel of the Group is set out below. The key management
personnel during the year were: L. Strambi, G. Devonport, S. Gandy, L. Argus, A. Gardiner and S. O'Hare. S O’Hare
resigned as Chief of Aviation in March 2021.

Consolidated

2021 2020
$ $
Short-term employee benefits 4,723,872 3,908,533
Long-term incentives 1,258,638 886,871
Resignations 405,032 307,683

6,387,542 5,103,087

Included within Short-term benefits and Long-term incentives are amounts for short-term and long-term incentives which
are subject fully to board discretion. As a result of the impact of COVID-19, there were no short-term incentives provided
during the year ended 30 June 2020.
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26. Related party transactions (continued)

(c) Transactions within the wholly-owned group

Australia Pacific Airports Corporation Limited (APAC) is the ultimate parent entity of the wholly owned group, and the
parent entity of the tax consolidated group.

In accordance with tax sharing arrangements (refer to Note 8) tax payments have been received or accrued to reflect the
wholly owned Controlled Entity's share of the tax expense of the tax consolidated group.

(d) Transactions with Shareholders

During FY21, IFM Investors Pty Ltd provided resourcing for the Melbourne Airport Rail project. At 30 June 2021, an amount
of $105,600 was accrued to reflect the services provided to during the year.

In FY20, AMP Capital Investors Ltd were engaged to provide debt advisory services to APAM. As at 30 June 2020 $50,000
was accrued. This amount was paid on October 2020.

IFM Investors Pty Ltd and AMP Capital Investors Ltd, being a shareholder, are considered to be related parties.
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27. Notes to the Statement of Cash Flows

(a) Reconciliation of cash

2021 2020
$'000 $'000
Cash and cash equivalents 32,186 133,793

For the purposes of the Statement of Cash Flows, cash includes cash on hand and in banks and investments, net of
outstanding bank overdrafts. Cash at the end of the financial period as shown in the Statement of Cash Flows is reconciled
to the related items in the Statement of Financial Position.

(b) Reconciliation of profit after related income tax to net cash flows from operating activities

2020
2021 Restated
$'000 $'000
Profit after income tax expense for the year 63,555 101,693
Adjustments for:
Net profit on sale of non-current assets - (60)
Amortisation of deferred borrowing costs 6,784 6,315
Hedge reserve unwind 21,372 669
Depreciation and amortisation of non-current assets 274,482 253,544
Gain on investment property (387,977) (96,685)
Impairment of assets under construction - 40,816
Change in operating assets and liabilities:
(Increase)/decrease in trade and other receivables 885 97,258
(Increase)/decrease in other current assets (716) 307
(Increase)/decrease in other non-current assets 613 2,492
(Increase)/decrease in accrued revenue (40,380) 22,859
Increase/(decrease) in trade payables 19,101 (28,412)
Increase in deferred tax liabilities 30,978 18,014
Increase/(decrease) in interest payables (17,007) 2,988
Increase/(decrease) in tax payable 40,912 (64,086)
Increase/(decrease) in employee provisions 2,781 (7,883)
Increase/(decrease) in unearned income (2,360) (7,616)
Net cash from operating activities 13,023 342,213
28. Remuneration of auditors
2021 2020
$ $
Audit or review of financial reports 318,050 378,050
Statutory assurance services required by legislation to be provided by the auditor 30,000 30,000
Other assurance services and agreed-upon procedures 52,950 52,700
401,000 460,750

The auditor of Australia Pacific Airports Corporation Limited is Deloitte Touche Tohmatsu.
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29. Dividends

Dividends paid (2021: Nil, 2020: $2.35 per share)

Franking account

30. Company disclosures

The below relate to APAC as a standalone entity:

(a) Financial position:
Assets:

Current assets
Non-current assets
Total assets

Liabilities:

Current liabilities
Non-current liabilities
Total liabilities

Net assets

Equity:
Issued capital
Retained earnings

(b) Financial performance
Profit for the year
Other comprehensive income

Total other comprehensive income

31. Contingent liabilities

Legal Claims

2021 2020
$'000 $'000
- 277,489
7,343 50,050
2021 2020
$'000 $'000
19,289 19,289
128,032 128,032
147,321 147,321
(14) (14)
(14) (14)
147,307 147,307
118,100 118,100
29,207 29,207
147,307 147,307
- 276,880
- 276,880

In the ordinary course of business the Group receives legal claims, but the Directors do not consider there to be any

specific matters to disclose.

51



Australia Pacific Airports Corporation Limited
Notes to the consolidated financial statements
30 June 2021

32. Events after the reporting period

The Directors note the emergence of the Delta variant and relatively low vaccination rates have increased the frequency
of lockdowns to control outbreaks. While there is a preference, based on limiting the economic damage, for short, sharp
interventions, the outlook to the end of December 2021 is for rolling disruptions across state jurisdictions to continue. In
August 2021, Victoria entered the state’s sixth lockdown, with Metropolitan Melbourne subject to stay-at-home directions,
including a curfew. The New South Wales outbreak has not yet peaked and is likely to have a long tail. A rapid acceleration
of Australia’s vaccination program is underway, with 70% and 80% thresholds identified as part of a plan to reduce the
frequency and severity of lockdowns, keep interstate borders open and reopen Australia to the world.

The expected impacts of the lockdowns are reflected in the scenarios modelled by the Group which informed the Group's
key estimates and judgements and the Directors conclusion that the Group is a going concern. However, the exact impact
on the financial position and performance of the Group in the future as a result of the ongoing developments cannot be
predicted. Refer to Note 1 to the Financial Statements for Going Concern disclosure.

On 3 August 2021, the Board approved a further restructure of the Group's hedge portfolio. This continues the Group's
strategy to minimise cash interest paid. The restructure was executed in August 2021 and is expected to deliver a further
$26 million reduction in future interest payments bringing the total reduction to $120 million to 30 June 2022.

Other than the above, no other matter or circumstance has arisen since 30 June 2021 that has significantly affected, or

may significantly affect the Group's operations, the results of those operations, or the Group's state of affairs in future
financial years.
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The Directors declare that:

€) The attached financial statements and notes thereto are in accordance with the Corporations Act 2001,

including compliance with accounting standards and giving a true and fair view of the financial position and
performance of the consolidated entity;

(b) The attached financial statements and notes thereto are in compliance with International Financial Reporting
Standards as stated in Note 1 to the financial statements;

(c) There are reasonable grounds to believe that the Group will be able to pay its debts as and when they
become due and payable.

Signed in accordance with a resolution of Directors

On behalf of the Directors

Mr P. Hay Mr L. Strambi
Chairman Managing Director
23 August 2021

Melbourne
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Deloitte Touche Tohmatsu
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Melbourne, VIC, 3000
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Phone: +61 3 9671 7000
www.deloitte.com.au

Independent Auditor’s Report to the members of
Australia Pacific Airports Corporation Limited

Report on the Audit of the Financial Report
Opinion

We have audited the financial report of Australia Pacific Airports Corporation Limited (the “Company”) and its
subsidiaries (the “Group”), which comprises the statement of financial position as at 30 June 2021, the statement
of profit or loss and other comprehensive income, the statement of changes in equity and the statement of cash
flows for the year then ended, and notes to the financial statements, including a summary of significant accounting
policies, and the directors’ declaration.

In our opinion the accompanying financial report of the Group, is in accordance with the Corporations Act 2001,
including:

(i) giving a true and fair view of the Group’s financial position as at 30 June 2021 and of its financial
performance for the year then ended; and

(ii) complying with Australian Accounting Standards and the Corporations Regulations 2001.
Basis for Opinion

We conducted our audit in accordance with Australian Auditing Standards. Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Report section of our
report. We are independent of the Group in accordance with the auditor independence requirements of the
Corporations Act 2001 and the ethical requirements of the Accounting Professional & Ethical Standards Board’s
APES 110 Code of Ethics for Professional Accountants (including Independence Standards) (the Code) that are
relevant to our audit of the financial report in Australia. We have also fulfilled our other ethical responsibilities in
accordance with the Code.

We confirm that the independence declaration required by the Corporations Act 2001, which has been given to
the directors of the Company, would be in the same terms if given to the directors as at the time of this auditor’s
report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Other Information

The directors are responsible for the other information. The other information comprises the Directors’ Report
for the year ended 30 June 2021 but does not include the financial report and our auditor’s report thereon.

Our opinion on the financial report does not cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the financial report, our responsibility is to read the other information and, in doing
so, consider whether the other information is materially inconsistent with the financial report or our knowledge
obtained in the audit, or otherwise appears to be materially misstated. If, based on the work we have performed,
we conclude that there is a material misstatement of this other information, we are required to report that fact.
We have nothing to report in this regard.

Liability limited by a scheme approved under Professional Standards Legislation.
Member of Deloitte Asia Pacific Limited and the Deloitte organisation.
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Responsibilities of the Directors for the Financial Report

The directors are responsible for the preparation of the financial report that gives a true and fair view in
accordance with Australian Accounting Standards and the Corporations Act 2001 and for such internal control as
the directors determine is necessary to enable the preparation of the financial report that gives a true and fair
view and is free from material misstatement, whether due to fraud or error.

In preparing the financial report, the directors are responsible for assessing the ability of the Group to continue as
a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless the directors either intend to liquidate the Group or to cease operations, or have no realistic
alternative but to do so.

Auditor’s Responsibilities for the Audit of the Financial Report

Our objectives are to obtain reasonable assurance about whether the financial report as a whole is free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with the Australian Auditing Standards will always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken on the basis of this financial report.

As part of an audit in accordance with the Australian Auditing Standards, we exercise professional judgement and
maintain professional scepticism throughout the audit. We also:

e |dentify and assess the risks of material misstatement of the financial report, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Group’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the directors.

e Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report to
the related disclosures in the financial report or, if such disclosures are inadequate, to modify our opinion.
Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Group to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial report, including the disclosures,
and whether the financial report represents the underlying transactions and events in a manner that
achieves fair presentation.

e Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the financial report. We are responsible for
the direction, supervision and performance of the Group’s audit. We remain solely responsible for our
audit opinion.
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We communicate with the directors regarding, among other matters, the planned scope and timing of the audit
and significant audit findings, including any significant deficiencies in internal control that we identify during our
audit.
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DELOITTE TOUCHE TOHMATSU
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Travis Simkin
Partner

Chartered Accountants
Melbourne, 23 August 2021
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