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(Dated 5 June 2017)

Heathrow Finance plc
(formerly BAA (SH) plc incorporated with limitecdiility in England and Wales with registered numb458635)

Issue of £275 million 3.875 per cent. Senior SetiNetes due 2027

Issue price: 100 per cent.

Heathrow Finance plc, a public limited company mpovated under the laws of England and Wales (tbsuér’), will issue £275
million aggregate principal amount of 3.875 pertc&enior Secured Notes due 2027 (thimtes). Interest on the Notes will be
payable on 1 March and 1 September of each yeginiiag on 1 March 2018. The Notes will mature dddrch 2027. If the Issuer
undergoes a change of control, it may be requoedfér to purchase the Notes from investors.

The Notes will be general secured senior obligatiginthe Issuer. The Notes will be secured by figad floating security interests
over substantially all of the assets of the Issuet Heathrow (DSH) Limited, including first prigrisecurity interests in the share
capital of the Issuer and its wholly-owned subsidi&leathrow (SP) Limited, which is an intermediat@ding company of the
Group (as defined below).

This Prospectus includes information on the terhte@Notes, including redemption and repurchagmgprand covenants.

Application has been made to the Financial Conduthority in its capacity as competent authoritydenthe Financial Services
and Markets Act 2000 as amendeBSMA”) (the “UK Listing Authority " or “UKLA ") for the Notes to be admitted to the official
list of the UK Listing Authority (the Official List ”) and to the London Stock Exchange plc (theridon Stock Exchangé) for the
Notes to be admitted to trading on the London Stathange's Regulated Market (tivdrket”). The Market is a regulated market
for the purposes of the Markets in Financial Insteats Directive 2004/39/EC.

The Notes will initially be represented by a tengsgrglobal note (theTemporary Global Note”), without interest coupons, which
will be deposited on or about 8 June 2017 (ti@osing Dat€) with a common depositary for Euroclear Bank S¥/N
(“Euroclear”) and Clearstream Banking, societe anonyn@darstream, Luxembourd). Interests in the Temporary Global Note
will be exchangeable for interests in a permandoitay note (the Permanent Global Noté and, together with the Temporary
Global Note, the Global Notes), without interest coupons, upon certificationtason-U.S. beneficial ownership. Interests in the
Permanent Global Note will be exchangeable fomitéfe Notes only in certain limited circumstaneesee Summary of Provisions
relating to the Notes while represented by the &@ldiptes.

The Notes have not been and will not be registerednder the United States Securities Act of 1933, asmended (the
“Securities Act”), or with any securities regulatory authority of any state or other jurisdiction of the United States. The Notes
may be offered, sold or delivered only outside thd&Jnited States to persons who are not “U.S. personds defined in
Regulation S under the Securities Act (“RegulationS”) (each, a “U.S. person”) in offshore transactios in reliance on
Regulation S. Each purchaser of the Notes in makinigs purchase will be deemed to have made certairclknowledgements,
representations and agreements. See “Subscriptiomd Sale” in this Prospectus. The Notes are subjettd other restrictions
on transferability and resale as set forth in “Trarsfer Restrictions” in this Prospectus.

Neither the United States Securities and ExchangeoBmission nor any state securities commission in ¢hUnited States nor
any other United States regulatory authority has aproved or disapproved the Notes or determined thathis Prospectus is
truthful or complete.

Please see “Risk Factors” to read about certain faors you should consider before buying any Notes a@n“Documents
Incorporated by Reference” for details of certain dcuments that are incorporated by reference in, andorm an important
part of, this Prospectus.

The Notes are expected to be rated on issue BaBdogy's Investors Service, Ltd. Nfoody’s”) and BB+ by Fitch Ratings Ltd.
(“Fitch” and, together with Moody's, theRating Agencies). Ratings ascribed to all of the Notes refleclydhe views of Moody's
and Fitch. A credit rating is not a recommendatiorbuy, sell or hold securities and may be subjeatevision, suspension or
withdrawal at any time by any one or all of theiRgtAgencies. A suspension, reduction or withdrasfdhe rating assigned to any
of the Notes may adversely affect the market mfaich Notes. Moody's and Fitch are establishetérEuropean Community and
are registered under Regulation (EC) No 1060/2689“CRA Regulation”).

Joint Global Coordinators and Bookrunners
Barclays ING J.P. Morgan Securities pli
Joint Bookrunners

Credit Suisse ICBC BofA Merrill Lynch RBC Capital Markets



NOTICE TO INVESTORS

This Prospectus constitutes a prospectus for thpopas of Article 5.3 of Directive 2003/71/EC (therospectus
Directive”) and for the purpose of giving information withgard to the Issuer which, according to the pdetiauature
of the Issuer and the Notes, is necessary to eivalgstors to make an informed assessment of getsaand liabilities,
financial position, profits and losses and prospetthe Issuer.

The Issuer accepts responsibility for the infororatcontained in this Prospectus. To the best okttmvliedge and
belief of the Issuer, having taken all reasonahlee ¢o ensure that such is the case, the informatatained in this
Prospectus is in accordance with the facts and miaegmit anything likely to affect the import afch information.

None of the Issuer, the Managers (as defined baioti@ubscription and Sdlg Deutsche Trustee Company Limited
(the “Trustee”) and any of their respective representatives &king any representation to investors regarding the
legality of an investment in the Notes, and invesghould not construe anything in this Prospeasukegal, business,
financial, tax or other advice. Investors shouldstdt their own advisors as to the legal, tax, mess, financial and
related aspects of an investment in the Notes.dkimg an investment decision regarding the Notesstors must rely

on their own examination of the Issuer and the seohthe offering and the Notes, including the mseand risks
involved. Neither this Prospectus nor any otheorimfation supplied in connection with the offerinftbe Notes
constitutes an offer or invitation by or on behaflfthe Issuer, any of the Managers or the Trustegniy person to
subscribe for or to purchase any Notes.

This Prospectus is based on information providedhleylssuer and other sources that the Issuervbsliare reliable.
Neither the Managers nor the Trustee have indeptliydeerified the information contained herein. Aodingly, no
representation, warranty or undertaking, expressiplied, is made and no responsibility or liakili¢ accepted by the
Managers or the Trustee as to the accuracy or eterss of the information contained in this Proisggeor any other
information provided by the Issuer in connectiothvthe offering of the Notes. No Manager or thestee accepts any
liability in relation to the information containea this Prospectus or any other information prodidhy the Issuer in
connection with the offering of the Notes or théistribution. In this Prospectus, the Issuer hasrsarised certain
documents and other information in a manner itehel to be accurate, but it refers investors tatteal documents
for a more complete understanding of the discussion

No person is or has been authorised by the IstheiManagers or the Trustee to give any informatioto make any
representation not contained in this Prospectusidgien or made, any other information or reprégation must not
be relied upon as having been authorised by theeldsthe Managers or the Trustee.

The information contained in this Prospectus i®gias of the date hereof. Neither the deliveryhisf Prospectus nor
the offering, sale or delivery of the Notes shafider any circumstances, create an implicationtttere has been no
change in the information set forth in this Prospeor in the Group's business since the dateisfRiospectus. The
Managers and the Trustee expressly do not undetalesiew the financial condition or affairs ofthssuer during the
life of the Notes or to advise any investor in Mates of any information coming to their attentibmvestors should be
aware that they may be required to bear the figdnisks of an investment in the Notes for an iivdedf period of time.

This Prospectus does not constitute an offer {cosehe solicitation of an offer to buy the Noiasany jurisdiction to
any person to whom it is unlawful to make the offersolicitation in such jurisdiction. The distrifmn of this
Prospectus and the offer or sale of Notes maydteaeed by law in certain jurisdictions. The Issube Managers and
the Trustee do not represent that this Prospecaystm lawfully distributed, or that the Notes maylwfully offered,
in compliance with any applicable registration d¢hev requirements in any such jurisdiction, or parg to an
exemption available thereunder, or assume any megplity for facilitating any such distribution aoffering. In
particular, no action has been taken by the IssherManagers or the Trustee which is intendedetonfi a public
offering of the Notes or the distribution of thisoBpectus in any jurisdiction where action for thatpose is required.
Accordingly, no Notes may be offered or sold, diseor indirectly, and neither this Prospectus aoy advertisement
or other offering material may be distributed oblghed in any jurisdiction, except under circumsts that will result
in compliance with any applicable laws and regafsi Persons into whose possession this Prospaciusy Notes
may come must inform themselves about, and obsanyesuch restrictions on the distribution of tRi®spectus and
the offering and sale of Notes. In particular, ¢éhare restrictions on the distribution of this Peagus and the offer or
sale of Notes in the United States and the Unitegi#om. See Subscription and Sdle

This Prospectus has been prepared on the bas@athaffer of Notes in any Member State of the [paen Economic
Area which has implemented the Prospectus Dire¢tgeh a Relevant Member Staté) will be made pursuant to an
exemption under the Prospectus Directive, as impihged in that Relevant Member State, from the reqent to
publish a prospectus for offers of Notes. Accortliraqny person making or intending to make an dffethat Relevant
Member State of Notes which are the subject ofdfiering contemplated in this Prospectus, may aiyso in
circumstances in which no obligation arises for isier or any of the Managers to publish a praspegursuant to
Article 3 of the Prospectus Directive or supplememirospectus pursuant to Article 16 of the PrasgseDirective, in
each case, in relation to such offer. Neither #sér nor any of the Managers has authorised, m@ng of them
authorise, the making of any offer of Notes in winstances in which an obligation arises for theidssor the
Managers to publish or supplement a prospectusuich offer.
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IN CONNECTION WITH THE ISSUE OF THE NOTES, BARCLAYS BANK PLC AS STABILISING
MANAGER (OR PERSONS ACTING ON BEHALF OF THE STABILI SING MANAGER) MAY OVER-
ALLOT NOTES OR EFFECT TRANSACTIONS WITH A VIEW TO S UPPORTING THE MARKET PRICE

OF THE NOTES AT A LEVEL HIGHER THAN THAT WHICH MIGH T OTHERWISE PREVAIL.
HOWEVER, THERE IS NO ASSURANCE THAT THE STABILISING MANAGER (OR PERSONS ACTING
ON BEHALF OF THE STABILISING MANAGER) WILL UNDERTAK E STABILISATION ACTION. ANY

STABILISATION ACTION MAY BEGIN ON OR AFTER THE DATE ON WHICH ADEQUATE PUBLIC
DISCLOSURE OF THE TERMS OF THE OFFER OF THE NOTES IS MADE AND, IF BEGUN, MAY BE
ENDED AT ANY TIME, BUT IT MUST END NO LATER THAN TH E EARLIER OF 30 DAYS AFTER THE
ISSUE DATE OF THE NOTES AND 60 DAYS AFTER THE DATE OF THE ALLOTMENT OF THE NOTES.

ANY STABILISATION ACTION OR OVER-ALLOTMENT MUST BE CONDUCTED BY THE
STABILISING MANAGER (OR PERSONS ACTING ON BEHALF OF THE STABILISING MANAGER) IN

ACCORDANCE WITH ALL APPLICABLE LAWS AND RULES.

FORWARD-LOOKING STATEMENTS

This Prospectus contains various forward-lookiradeshents regarding events and trends that arecsubjeisks and
uncertainties that could cause the actual results fanancial position of the Issuer to differ mady from the
information presented herein. When used in thispeaus, the words “estimate”, “project”, “intendnticipate”,
“believe”, “expect”, “should” and similar expresa® as they relate to the Group and its manageraenintended to
identify such forward-looking statements. Readeescautioned not to place undue reliance on thaseafd-looking
statements, which speak only as of the date hefeefissuer does not undertake any obligationsgulb release the
result of any revisions to these forward-lookingtetents to reflect the events or circumstances tife date hereof or
to reflect the occurrence of unanticipated events.
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OVERVIEW

This overview highlights certain information comtadl in this Prospectus. This overview does notaiordll of the
information prospective investors should considefiole investing in the Notes. Prospective invessbmuld read this
entire Prospectus carefully, including the secti@miitied “Risk Factors”, “Forward-Looking Statemtsti and the
financial information and the notes included orangorated by reference elsewhere in this Prospectus

HEATHROW AIRPORT

Heathrow Finance plc (thdssuer’) is a holding company of Heathrow Airport LimitgtiHeathrow”) which owns
and operates Heathrow airporHg@athrow Airport "), the UK'’s largest airport. Heathrow is part dfet Group (as
defined below), and also owns the Heathrow Exprasservice.

Heathrow Airport is Europe’s busiest and the warldeventh busiest airport in terms of total passendn 2016
Heathrow Airport handled a record 75.7 million masgers. Heathrow Airport is the primary airporiisndon, which
is the world’s largest origin and destination awtmarket with over 160 million passengers tramgllto and from
London annually (Source: CAA Airport Statistics 2016). Heathrow Airport handles approximately &4 pent. (in
terms of seats) of all the UK’s scheduled long-heultraffic (Source: IATA Airport IS schedules f@016) and itg
critical role in the global aviation industry isderlined by the fact that five of the top ten istatinental long-haul
routes globally pass through Heathrow Airport (8eutATA Airport IS schedules for 2016).

The Group has invested approximately £11 billicensforming Heathrow Airport since 2006, culminatimgthe
opening of Terminal 5 in 2008 and Terminal 2: Thee€n’s Terminal in June 2014. Each of Heathrow ékirp four
operational terminals is either new or recentlyrefhed. In 2016, the Group invested £674 mill{@015: £627
million). In 2016, Terminal 2 handled 16.5 milligassengers (2015: 16.7 million) and Terminal 5 feth@1.9 million
passengers (2015: 33.1 million). Terminal 5 wasrdea the World's Best Airport Terminal by Skytraar ffive
consecutive years up to and including 2016. Heatl#ioport was named “Best Airport in Western Eurbpg Skytrax
for the third time in 2017 and awarded ACI Eurof@est Airport Award for the third time in 2016.

In recent years, the Group has maintained a stfongs on operational performance, improving theseager
experience and investing in new and upgraded figsiliAs a result, Heathrow Airport has risen tedme the toq
performing major European hub airport in terms wérall passenger satisfaction. In 2016, 84 pet. ¢2015: 81 pe
cent.) of passengers rated their Heathrow Airpapegence as either “very good” or “excellent”, @gnising the
improvements delivered including the opening ofrifieal 5 and Terminal 2: The Queen’s Terminal.
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Heathrow Airport is owned and operated by Heathrawjndirect subsidiary of the Issuer (the Isstmgether with
Heathrow (SP) Limited, Heathrow (AH) Limited, Headtv Funding Limited, Heathrow Airport Limited ancebthrow
Express Operating Company LimitedHgathrow Express) being the Group”).

The Group companies are indirect subsidiaries attiifew Airport Holdings Limited 4eathrow Airport Holdings ”
and, together with its subsidiaries, th¢eathrow Airport Holdings Group ).

Heathrow Airport Holdings is indirectly owned byestment vehicles controlled or managed by Fert&ia. (25.00
per cent.), Qatar Holding LLC (20.00 per cent.)isGa de dépdt et placement du Québec (12.62 per),ctre
Government of Singapore Investment Corporation2(her cent.), Alinda Capital Partners (11.18 pmt.§, China
Investment Corporation (10.00 per cent.) and Urities Superannuation Scheme (10.00 per cent.).

The Group generates two primary types of income:

0] aeronautical income (£1,699 million or 60 pent of total income in 2016 (2015: £1,699 millipny¥hich is
generated from fees charged to airlines for uddeathrow Airport’s facilities for flight and pasgger activities
and is subject to the CAA's price caps; and

(i)  non-aeronautical income (£1,108 million or gér cent. of total income in 2016 (2015: £1,066diam)), which
is generated from retail and other sources, inowdioncession fees from retail operators, direcbrime from
car parks, property rental income, rail income atfter regulated charges for services supplied sthiew,
and is taken into account by the CAA in settingitise caps.

Heathrow Airport is subject to economic regulatipnthe Civil Aviation Authority (the CAA™). The CAA sets cap
on the amount that Heathrow Airport can chargénasl for using its facilities.

The price caps are set for a five-year period Qaifiquennium”), which may be extended. This price sett
mechanism provides significant cash flow predidigbivithin each Quinquennium and provides subsdrexplicit
protection against costs resulting from new seguegjulations.

The price caps take into account Heathrow's fotemagenues (both aeronautical and non-aeronautcal)costs a
well as allowing recovery of capital costs andtanreon capital. The return on capital is basedHeathrow’s opening
Regulatory Asset Base RAB") and its forecast capital expenditure for the r@@quiennium. As for other regulats
utilities in the UK, the RAB acts as a unit of régfory value and does not correspond to statutssgtavalues. Th
RAB is adjusted on an ongoing basis principally ¢apital expenditure, RPI inflation, regulatory degation and
proceeds of disposals.

The regulated price-setting mechanism providesifeignt income predictability and cash flow visibjl within each
regulatory period as well as protection againsgésrterm cost and revenue risks. The current Qemguum for
Heathrow, Q6, was initially set to last from 1 Af2014 to 31 December 2018 in order to align Heatfs financial
and regulatory years. Heathrow’s current regulafmsiod was recently extended by the CAA by one weathat it
will end on 31 December 2019, rolling over the entrprice control of RPI-1.5 per cent. for the ¢éiddial year.

FINANCIAL PERFORMANCE
The Group has continued to deliver a strong firgrmerformance in recent years due to a combinafion

. Heathrow delivering record traffic and improverteim service standards and passenger experience;

. strong retail performance reflecting enhancemedntshe passenger experience such as refurbishofe
Terminals 3, 4 and 5 and major redevelopment ofutkery retail facilities in Terminals 4 and 5; and

. a continuing focus on operational improvement ewst control.

As a result, in 2016 the Group saw revenue and sAelli EBITDA increase by 1.5 per cent and 4.8 pet
respectively. The Group’s financial performanc@@16 reflected, in particular, record traffic levaind cost control.

This strong underlying performance has continugd 2017 with the Group’s Adjusted EBITDA for thedfi three
months of the year increasing by 4.1 per cent coetp the same period in 2016.

Please also se&elected Historical Financial Informatidon page 32.
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Revenue

The table below details the Group's revenue forytbees ended 31 December 2016 and 31 Decembera20dsll as
for the three months ended 31 March 2017 and 3tiM2016 (3M 2016 and “3M 2017).

Three months end Year ended 3
31 March December
2017 201¢ 201¢ 201¢

(£ millions’ (£ millions’

(unaudited (audited
Aeronautical income 389 389 1,699 1,699
Retail income .......coooevvveviviiiiiiiin 148 136 612 568
(O] g TSV T aToT] 1 41N 118 117 496 498
1] = | T 655 642 2,807 2,765

Aeronautical income

Aeronautical income includes airport fees and otredfic charges paid by airlines to Heathrow. Asaotical income is
subject to a maximum allowable yield per passedge&rmined by the CAA.

Aeronautical income remained flat at £1,699 millior2016 versus 2015 and also remained flat at £3i8®n in 3M
2017 versus 3M 2016.

Aeronautical income generation in 2016 versus 2@flected growth due to increased passenger traffit yield
concentration, due primarily to greater proportiofisong haul, origin and destination and deparfiagsengers than
assumed when setting tariffs for the year, offse lzombination of a lower maximum allowable vyidige to the RPI}
1.5 per cent. tariff formula applying in the curreegulatory period, the non-recurrence of sigaificK factor recovery
in 2015 and lower capital expenditure than oridinfdrecast in the current regulatory settlemerdgrghautical incomg
generation in 3M 2017 versus 3M 2016 reflected ginadue to increased passenger traffic offset bynabination of 4
lower maximum allowable yield due to the RPI-1.5 pent. tariff formula applying in the current régory period,
lower capital expenditure than originally forecasthe current regulatory settlement and lowerdymncentration than
in 3M 2016.

%

Retail income

Heathrow Airport generates retail income primafilym retail concession fees and car parking incohfrd parties
operate all bars, restaurants, specialist shopy;fdee and tax-free outlets and other paid mertlsanvices at th
airport under concessions granted by Heathrow Afrpgdeathrow Airport also generates retail incomefees from
other services such as advertising, car rentabaneaux de change.

D

Heathrow's retail business has performed strongigecent years with the key performance indicatortlie business
retail income per passenger, increasing by £0.51dér cent.) from £7.58 in 2015 to £8.09 in 20Mige retail busines
performed strongly in 2016 following the major reelepment of luxury stores in Terminal 5 includingw brandg
which have strengthened Heathrow's unrivalled atrghopping experience. Performance in duty anefrtse stores
has continued to improve following extensive stafeirbishment in Terminals 4 and 5. Income fronedag increased
during 2016 as a result of new and refurbishedetaithnd increases in passenger participation. @ding also
performed well, with continued take-up of Heathrevéxpanded car parking product range and succegisfial
management. Growth in retail income acceleratatiénsecond half of the year, particularly in areach as duty an
tax-free and airside specialist shops, driven lgydhpreciation of sterling following the EU refedem in late Jung
2016. Redevelopment of luxury stores in Terminala$ largely completed in 2016 and started conirigub overall
retail performance during that period.

7]
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Retail income per passenger increased further,0b§2£(6.4 per cent.) from £8.10 in 3M 2016 to £8163M 2017
reflecting benefit, particularly in duty and taxeér and airside specialist shops, from the depregiaf sterling in June
2016 and increased passenger traffic. The redewelopof Terminal 4’s luxury retail offering, compde in late 2016,
also contributed to growth.

Other income

Heathrow generates other income from the provisibroperational facilities and utilities to airlinend other
businesses operating at the airport. This inconstudes rental of systems such as check-in and lgaggandling
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facilities and charges for providing electricitg/ldacommunications and water services. Heathrowohirglso generate
rental income from property such as cargo storageraft hangars, maintenance facilities and officemises an
income from the Heathrow Express rail service.

Adjusted operating costs — ordinary excluding depreiation and amortisation

In the year ended 31 December 2016, the Group'sstedj operating costs — ordinary excluding deptieoid
amortisation and exceptional items decreased bynfiion (3.1 per cent.) from £1,160 million in 200 £1,125
million in 2016 and by £2 million (0.7 per cent:pfn £275 million in 3M 2016 to £273 million in 3MD27.

In 2016, the reduction in adjusted operating casimarily reflected lower employment, utilities amdher costs
Employment costs benefited from changes to thenddfibenefit pension scheme, take-up of voluntamersece)
programmes, lower new starter pay levels, lowerdbeant, automation and other workforce efficiencigartially

offset by higher costs for implementing organisalochange. Lower utilities costs particularly eefed a ret
negotiated contract for the provision of electyiatstribution infrastructure services due to a bomtion of recurrent

cost savings and a one-off credit of £14 milliotated to prior periods. A focus on energy demanchagamen

continues to drive savings in electricity consumiptiOther costs reflected savings across consyltanarketing and

general expenditure.

The lower adjusted operating costs in 3M 2017 @M 2016 related primarily to utilities and othmrsts. Lower
utilities costs reflect the recurring savings fracontract for the provision of electricity distiton infrastructure
services re-negotiated in 2016. A focus on eneggpahd management also continued to drive savingtettricity
consumption. Other costs decreased due to varitiageecies and also due to expansion related cstsiding to be
capitalised rather than expensed, following the@®/ernment’s decision in late 2016 to support Hesttexpansion.

Three months ended Year ended 31

31 March December
2017 2016 2016 201

(£ millions) (£ millions)

(unaudited) (audited)
EMPIOYMENT......cooiiiiiiie e 93 88 373 384
OPperational ...........uuuuiiiiieeeiiieeeees e e 62 64 265 253
MaAINTENANCE. ... .cvviieii e eeeee e 43 43 176 187
BUSINESS FATES.....civvniiiiiciiieee et s e st e e st eseaeeseaans 32 31 128 123
UEIHTIES v 23 24 74 92
(O 1 =] S 20 25 109 121
1] = | R 273 275 1,125 1,160

Financing of the Group

Overview

The Group maintains a diversified multi-product, ltircurrency funding platform which currently inqmrates bong
issuance in Sterling, Euros, U.S. dollars, Swissids, Canadian dollars and Norwegian krone togetiitar various
other forms of term debt as well as revolving drddcilities. As at 31 March 2017, the Group hadhsmidated
nominal net debt of £13,097 million of which £1271dillion was within the Issuer’s subsidiaries @&#b0 million was|
at the Issuer level.

As at 31 March 2017, debt within the Issuer’s sdilasies comprised £10,407 million in Class A nebtdglass A
bonds are rated A- by S&P and Fitch) and an additi6&1,740 million in Class B defClass B bonds are rated BH
by S&P and Fitch) which ranks behind the Class Bt.das at 31 March 2017, the Issuer itself had £8fillon in net
debt which is serviced from its subsidiaries’ céshi§ but is structurally subordinated to the Clasnd B debt within
its subsidiaries.

Please seeDebt, gearing and interest cover statistios page 35.
Financing at Heathrow Finance plc
The Issuer has a combination of loan and bond €ingnin place which comprises:

. loan facilities of £175 million with final matuiés of up to 2025 (the2014 Issuer Facility), £200 million with
final maturities of up to 2026 (th€016 Issuer Facility ) and £150 million with a final maturity of 202&e

~n

3

B
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“2016 Issuer Facility 2 and, together with the 2014 Issuer Facility ahd 2016 Issuer Facility 1, thésSuer
Facilities”). £75 million of the 2016 Issuer Facility 1 ispected to be drawn by June 2017;

. £263 million notes due 2019 (th2019 Note¥); and
. £250 million notes due 2025 (th2025 Noteb).

The issuance of Notes described in this Prospedilusank pari passuwith the Issuer Facilities, the 2019 Notes and
the 2025 Notes, and will benefit from the same sgcpackage.

Financing at the Senior Borrower Group

The Senior Borrower Group’s finances its activitiesough a mix of senior (Class A) and junior (Gl&) term deb
(including bonds) and revolving credit facilitias & variety of tenors, formats and currencies.etiges a significarn
proportion of its interest rate, inflation and @mrcy exposures under an agreed hedging policy.

—

Bonds are issued by Heathrow Funding Limited uitddsond issuance programme, which was establish2008.

The Senior Borrower Group also has access to vartlier forms of term debt and revolving credit &indidity
facilities which have significant undrawn balances.

The Senior Borrower Group uses proceeds of bondims®s, term debt and revolving loan drawings tfoigeneral
corporate purposes, including to fund operating eaqital expenditure, to pay interest and princgralts bonds, tern
debt and revolving loans and, subject to the teomits financing agreements, to make distributibtdenable the
servicing of other parts of the Heathrow Airportltings Group’s capital structure, including paynseat interest and
principal related to the Issuer’s debt and to emdié payment of dividends to the Heathrow Airpdotdings Group’s
ultimate shareholders.

-

1%

|oN

As at 31 March 2017, the Issuer’s subsidiaries titdtanding £11.1 billion in nominal debt undersgéarate bon
issues with scheduled maturities between 2018 846. At the same date, the Issuer’s subsidiaridsrhplace:

. £1,050 million in revolving credit facilities vita final maturity of October 2021 (£305 millioradm);

. £100 million working capital facility with a firanaturity of October 2021 (fully undrawn);

. £89 million in amortising loans from the Europdamestment Bank (final maturity 2022);

. £418 million term loan facility with a final matity of March 2020; and

. £440 million of other term debt with maturitiesttyeen 2026 and 2037 (£100 million to be drawrumeJ2017).
The Group’s debt maturity profile (determined onneminal basis and excluding £211 million in indexeéd

derivative accretion but including £175 million imdrawn term debt), as at 31 March 2017, is as shiovthe table
below.

Lessthan 1-2 2-5 5-10 Overl0
1year Years Years  Years Years Tota
(E millions) (unaudited)

Heathrow Funding Limited Class A Bonds... 510 - 67,3 2,683 4,801 9,361
Heathrow Funding Limited Class B Bonds... - 400 400 755 185 1,740
Revolving credit facility (Class A)............ - - 305 - - 305
EIB10aNS.....oviiii i 34 33 22 - - 89
Term NOotesS........ocovviiiiiiii e 100 340 440
Class Aterm loan.............coeeveiiiiininn 418 418
2019 Notes, 2025 NOteS........ccceccvererireeennnnn. - - 263 250 - 513
Issuer FaCilities ..............cccceeeeeeeeiiinnn, - - 125 250 150 525
Total. ..o 544 433 2,900 4,038 5476 ,391




Liquidity
At 31 March 2017, the Group had £1,350 million &sle resources and undrawn loan facilities, inclydi@45 million

available under revolving credit and working capiilities and £330 million in cash, cash equérgk and authorisgd

investments. The Group also has £175 million in mitted term debt to be drawn by June 2017.
The Group is cash positive with £1,654 million césim continuing operating activities in 2016.

The Group expects to have sufficient liquidity teehall its obligations in full until December 20Ikhe obligationg
include forecast capital investment (including etpd investment over the period related to poteripansion), deb
service costs, debt maturities and distributiorfe Tiquidity forecast takes into account the undrdwan facilities and
term debt as well as cash resources at 31 March i20érred to above together with expected opegatash flow ove
the period. Under the Senior Borrower Group Indéfdss common terms agreement ({6&A”), it is required thaf
projected cashflow from operations after deductimgnce charges together with cash at hand anduayawn
balances under committed facilities exceeds 12 hsdprojected capital expenditure.

—

Ring-fencing of the Group

Heathrow Airport Holdings has put in place a riegded long-term debt financing platform for the @roThis
financing platform has been designed to supportosejunior and holding company bond and other tetaibt,
revolving credit facilities and associated hedging.

The Noteholders will, like the Class A and Clasbdhdholders, benefit from a range of structuralagmements,
including the following:

. the Group is insulated from Heathrow Airport Halgs insolvency:

- creditors have full security over both the Issard its parent Heathrow (DSH) Limited including
pledge of shares in both the Issuer and the Sgdeaitent;

- subject to the Intercreditor Agreement, Notehd®ve the power to appoint an administrativeivece
to Heathrow (DSH) Limited and so prevent insolventthe Issuer;

. there are no legal, economic or cash flow depecide between the Issuer and Heathrow Airport ligls
Group companies higher up the corporate structure:

- the Issuer is required to act solely as a holdimgpany of the Security Parent, and its parerattiew
(DSH) Limited, is required to act solely as a hofglcompany for the Issuer;

- the Issuer has no other assets and no recoulisiitity to other parts of the Heathrow Airporoldings
Group;

- restrictions are in place on transactions withwhider Heathrow Airport Holdings Group to avoidue
transfer;

. an operational and financial covenant packagedtig:

- restrictions on the Issuer's ability to distributash outside the Group, including restrictions
distributions where:

on

. pro formaRAR is greater than 82 per cent. for Class A atat<B debt at the Security Parent
(compared with 85 per cent. under the CTA). Thislésigned to provide headroom within the

Class B debt trigger levels at the Security Paaadtso provide a liquidity buffer at the Issuer;

. pro formaRAR is greater than either 90 per cent. until siicie as the 2019 Notes either maty

re,

are repaid or consent is obtained to amend the@RAR restrictions, or 92.5 per cent. thereafter

for debt at the Issuer;

- Noteholders benefit indirectly from the covenafgsgy. hedging policy, restrictions on Heathrow’s

activities and sale of key assets) which bind thei@& Borrower Group under the CTA; and

- a covenant that prevents the Senior Borrower (Gemreeing to any tighter restrictions on distridmus
than are currently in the CTA, so protecting thstributions which the Issuer requires to servicg
indebtedness, including the Notes.




Whilst the 2025 Notes have a restriction on digtiims and breach of covenant when pro forma GRAR is greatel
than 92.5 per cent., the 2019 Notes have a réstrigthen pro forma Group RAR is greater than 90 qeert. The
Group intends to move over the medium term to hgaimestriction on distributions and breach of carg when prg
forma Group RAR is greater than 92.5 per cent. ehec2019 Notes either mature, are repaid or conseftained ta
amend the Group RAR restriction of 90 per centsThiange is intended to provide the Group with taaidil medium
term flexibility to manage its capital structure ma@fficiently.

For more details on the financing arrangementsriest above, seeDescription of Other Indebtednésand “Terms
and Conditions of the Notem this Prospectus.

Use of proceeds of the Notes

The issuance of the Notes together with the exgagte of proceeds outlined below will result in #mount of gross
debt at the Issuer being 8.3 per cent. of Heathioport's expected RAB at the end of 2017.

The net proceeds of the issue of the Notes arecteghde used to repay existing indebtedness oftbap and/or its
holding companies, in particular, when combinechwiew term loans of up to £100 million raised atlAhance 2,
Limited (“ADIF2"), a holding company of the Group, to repay £31llion in existing term loans at ADIF2.

Key Strengths

Heathrow has a number of key strengths, derivioghfboth the commercial strength of the airport @adtatus a
regulated infrastructure:

1°Z)

. Pre-eminent market position: Heathrow AirporEigrope’s busiest airport and the world's sevensfigstiairport
in terms of total passengers. It enjoys a uniqueketgosition in the UK, being the country's onlybhairport
and handling approximately 74 per cent. (in terrhseaats) of all the UK's scheduled long-haul aaffic
(Source: IATA Airport IS schedules for 2016). It\dees of a range of market segments, includingniess and
leisure travellers, origin and destination and gfanpassengers, long- and short-haul routes, afidessified
range of major airlines.

. Unique location advantage: Heathrow Airport esjaystrong position in the South East of Englane, af the
world's busiest air traffic markets and a markehwgrowing demand for air travel and limited airpcaipacity.

. Regulatory underpinning: price regulation by @&A provides significant income predictability andsh flow
visibility within each regulatory period as well potection against longer term cost and reversksri

. Proven resilience: The Group has consistently afestnated its ability to perform and deliver, retiess of
market trends, shocks and economic downturns.

. Income diversification: revenue generation fromaaiety of sources, including charges to airlinemcessiorn
fees from retail operators, income from car paddyertising revenue, the rental of airport premighe
provision of facilities and services and the HeathExpress rail service.

. Operational excellence: track record of operatimge to its permitted capacity for a number @rge delivering
large scale construction projects on time and algbuand consistently improving customers’ sattgfac

HEATHROW’'S STRATEGY

The Group’s strategy is focused on developing HeattAirport's position from one of the best airgih Europe ta
one of the best airports in the world.

To support and develop Heathrow Airport’s role dsuf, the Group will continue enabling the sucaafsthe major
network airlines operating at Heathrow Airport byesting in further capacity, operational flexityiland resilience g
sustainable charges for airline customers.

—

For both origin and destination and transfer pagser; Heathrow Airport is working continuously take every
journey better through improved service standaodsnisure it remains passengers’ preferred airpagiroving the
passenger experience is supported by ongoing meestin modern airport facilities and operatinggasses.

The Group has four strategic priorities to helpwdlits strategy:

* Mojo: making Heathrow a great place to work, helpisgiople fulfil their potential and working togethe
lead change across the airport.

« Transforming customer service aiming to deliver the world’s best passenger gerpee through working
with the Heathrow Airport community to transfornetkervice it gives to passengers and airlines.
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» Beating the plan aiming to beat the Q6 business plan and delivewnapetitive return by growing reveny
reducing costs and delivering investments effidient

» Sustainable growth working to operate and grow Heathrow Airport airsibly, now and in the future.

EXPANSION OF HEATHROW AIRPORT

Heathrow Airport has been operating close to itsnitted limit on annual flights for a number of ysaand is thg
busiest airport in the world with two or fewer ruenys, based on its mode and hours of operation. #sut, for a
significant period of time, it has been considenivays to deliver sustainable growth, by expandiagunway capacit
in order to deliver even greater benefits in itk ras the country’s only hub airport, whilst mitigg the effects o
expansion particularly on local communities.

The UK Government established the Airports Comnaisén 2012 to identify and recommend options tontam the
UK’s position as Europe’s most important aviatiombh After nearly three years’ study, in July 20h% tAirports
Commission recommended the expansion of Heathrapo#ti through the construction of a new runway irdiately
to the north west of the existing airport, togethdth associated infrastructure such as new teriméapacity and
taxiway systems. In October 2016, the UK Governnaemtounced its decision to support the expansiddeatthrow|
Airport. The proposed expansion of Heathrow Airperexpected to deliver up to an additional 260,0@hts per
annum at the airport, taking the total to up to,@80 flights per annum, which could result in arinpassenge
numbers increasing to 130 million over time, congplato 75.7 million in 2016.

A broad range of workstreams involving various stadders is now underway initially aimed at Heathiabtaining
the necessary formal policy support from the UK &ownent and consents to enable Heathrow to prosébdthe
required construction programme. In February 2@1&,UK Government published its draft Airports Matl Policy
Statement (NPS’) outlining its policy for Heathrow Airport’'s expesion. The final version of the NPS was expecte
be submitted to a vote in the UK Parliament dutimg winter of 2017/2018. The general election aneed in April
2017 could delay the expected timetable. Assuntfiegréquired vote in favour, the Secretary of Statdransport ig
expected to then ‘designate’ the final NPS follogvimhich Heathrow will need to apply for a Developth€onsen
Order ('DCQO"). Heathrow is already working actively to develitp DCO application including preparing for antiiali
public consultation later in 2017 on its expangians.

In parallel with the NPS and DCO processes, sicguifi activity is currently underway on other keypexds of
expansion. These include the preparation of aniggtjgn for airspace change consent, starting ezrgagt with key
statutory stakeholders and airline engagementingigngagement is particularly focused on affoditglzind the scopg
to meet the common aspiration to maintain Heathfasport's charges at the lowest possible level, abhis alsg
consistent with the UK Government's proposals whemnounced support for Heathrow expansion in REt@016.
In addition, there have been a number of, and & dbming months there are expected to be furtlegulatory
developments related to the expansion of Heathrinpoft. See ‘Business—Expansion of Heathrow Airparid
‘Airport Regulation — Airport Regulation Generally Regulatory Framework’ and ‘Airport Regulation -edthrow
Price Regulation — Q6 Extension and H7.
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CORPORATE AND FINANCING STRUCTURE

The following chart summarises the Group's corgoeatd financing structure as at the date of thisgactus. All of

the entities are wholly owned. Debt amounts arat 81 March 2017.

Heathrow Finance
2019 Notes and 2025
Notes (£513m)
ELL
Issuer Facilities
(£450m)

FGP Topco
Limited

ADI Finance 1
Limited

ADI Finance 2
Limited

Heathrow Airport
Holdings Limited

Heathrow
Holdco Limited

LHR Airports
Limited

Heathrow
(DSH) Limited

Heathrow
Finance plc

Heathrow (SP)
Limited

Heathrow (AH) Heathrow
Limited Funding

Heathrow

Heathrow
Express

Heathrow Airport
bond financing
(£11,101m)
and
loan/other financing
(£1,152m)
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THE NOTES

The overview below describes the principal termthefNotes and is qualified in its entirety by tleailed information
appearing elsewhere in this Prospectus and, inipaldar, the “Terms and Conditions of the Notes”. tBatial
purchasers of the Notes are urged to read this jgFotus in its entirety. Terms used in this ovenaed not otherwisg
defined shall have the meanings given to themamdrms and Conditions of the Notes.

Issuer

Notes to be Issued

Issue Date

Maturity Date

Interest Rate

Interest Payment Dates

Denominations

Ranking

Security

Redemption Upon Changes in
Withholding Taxes

Optional Redemption

Additional Amounts

Change of Control

Events of Default

Heathrow Finance plc

£275 million aggregate principal amount of3.8#5 pent. Senior Secure

Notes due 2027 (theNbtes).

The Notes will be issued on 8 June 2017.

The Notes will mature on 1 March 2027.

The Notes will bear interest at a rate of 3.8&bqent. per annum.

1 March and 1 September of each year, commercirigMarch 2018.

The Notes will have a minimum denomination of @000 and any integri
multiple of £1,000 in excess thereof up to £199,00&tes in denomination
of less than £100,000 will not be available.

The Notes will be general obligations of the &sand will be senio
obligations of the Issuer, ramari passuwith the Issuer Facilities, the 20
Notes and the 2025 Notes, and will be structuraliypordinated to a
existing and future indebtedness of the Senior @weer Group, including th
borrower loan agreements between Heathrow Airponited and Heathroy
Funding Limited in respect of the outstanding boofi$ieathrow Funding
Limited.

The obligations of the Issuer under the Notes tredTrust Deed will bg
secured by fixed and floating security interestsraubstantially all tangibl
and intangible assets and undertaking of the Isandr Heathrow (DSH
Limited, including first priority security interestin the share capital
Heathrow Finance plc and Heathrow (SP) Limited (tHeansaction
Security”).

The Issuer may, at its option, redeem all, butsoate only, of the Notes at
any time at par plus accrued interest in the ewémertain tax changes,

described under Condition 7.2(l3€demption Upon Changes in Withhold
Taxes.

The Issuer may, at its option, redeem all, oresamly, of the Notes at ar
time after the Issue Date at the relevant redemmioount described und
Condition 7.2(a) ©Qptional Redemptign

The Issuer will pay such additional amounts ay e necessary in ord
that the net amounts received by each Noteholdeespect of the Note
after withholding for any taxes imposed by tax auties in the Uniteg
Kingdom upon payments in respect of the Notes nigder on behalf of the
Issuer will equal the respective amounts which wdwve been received
the absence of any such withholding taxes, subjectistomary exception
as described in Condition 10gXxatior).

If the Issuer experiences a change of contrakilitbe required to offer tg
repurchase the Notes at 101 per cent. of theicimah amount plus accrue
interest. See Condition 7.Byrchase of Notes Upon a Change of Cotrol

Events of Default under the Notes include: noyapent of principal
premium or interest under the Notes; breach ottwenants and other tern
contained in the Conditions; insolvency eventstiradato the Issuer or it
subsidiary group companies; suspension of paymientthe Issuer or it
subsidiary group companies; certain insolvency &syeimpairment of thé
Transaction Security; enforcement of execution @edings; and cros
default, in each case, subject to the provisiorscrilged in Condition 1
(Events of Default
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Certain Covenants

Intercreditor Arrangements

Modification, Waiver and Substitution

Use of Proceeds

Principal Paying Agent

Trustee

Joint Global Coordinators and

Joint Bookrunners

Subject to certain cure rights, the Notes willjuiee Group RAR not t
exceed either 90 per cent. until such time as @1® Notes either mature, g
repaid or consent is obtained to amend the GrouR R&strictions, or 92.
per cent. thereafter, at the relevant testing dateGroup ICR not to be le
than 1.0 in respect of any relevant testing periice Notes also conta
covenants that will limit, among other things, #i#lity of the Issuer and, i
certain cases, its subsidiary group companies to:

. incur, guarantee or provide indemnities for adddl indebtedness;

. pay dividends, redeem capital shares, pay manegteradvisory o
other fees to shareholders of the Issuer, make @atgmn respect d
certain subordinated debt or make certain othérice=d payments;

. issue and sell capital shares or indebtednesdHezfthrow (SP
Limited;

. enter into certain transactions with affiliates;

. create or permit to exist certain security;

. transfer, lease or sell certain assets;

. restrict subsidiaries of the Issuer to pay dimide or make othe

payments to the Issuer; and
. merge or consolidate with other entities.

Each of these covenants is subject to significartemgtions ang
qualifications. See Condition €¢venantsand the related definitions.

The Issuer and the other obligors have entertechin intercreditor agreeme
(the “Intercreditor Agreement”) with, among others, the security agent,
agents under the Issuer Facilities, the truste¢hi®r2019 Notes, the trust
for the 2025 Notes and any hedging creditors. Thst€e will accede as &
additional bond creditor to the Intercreditor Agremt on 8 June 2017. T}
Intercreditor Agreement provides that the debt Hldhe secured credito
that are secured by the Transaction Security, @ity the holders of th
Notes, will rankpari passuwithout any preference between any class of §
secured debt. The Intercreditor Agreement also@agtsamong other thing
the circumstances under which the security docusneraly be enforced b
the security agent on behalf of secured creditthe application o
enforcement proceeds and the circumstances undieh e Transactio
Security may be shared onpari passubasis with additional third part
creditors. See Description of Other Indebtedness—Intercred
Agreemerit

The Trustee may, without the consent of holdéth@Notes, agree to (i) ar
modification of (subject to certain exceptions), tw the waiver o
authorisation of any breach or proposed breaclarof, of the provisions g
the Notes, the Trust Deed or the Agency Agreemefit)dhe substitution in
place of the Issuer as principal debtor under tiotedy in each case in t

circumstances and subject to the conditions desttrim Conditions 16

(Meetings of Noteholders, Modification, Waiver angtirisation) and 14
(Substitutiof.

The net proceeds of the issue of the Notes greated to be used to rep
existing indebtedness of the Group and/or its Igldcompanies, i
particular, when combined with new term loans oftai£100 million raiseq
at ADI Finance 2 Limited @DIF2"), a holding company of the Group,
repay £310 million in existing term loans at ADIF2.

Deutsche Bank AG, London Branch

Deutsche Trustee Company Limited

Barclays Bank PLC, ING Bank N.V., London Branch dié. Morgan
Securities plc

=
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Joint Bookrunners

Listing and Trading

Governing Law

Form

Credit Ratings

Selling Restrictions

ISIN Code:

Common Code:

Credit Suisse Securities (Europe) Limited, ICBCn8tad Bank plc, Merril
Lynch International and RBC Europe Limited

Application has been made to the Financial Conduthority for the Notes
to be admitted to listing on the Official List anal trading on the Market.
There are no assurances that the Notes will betethto the Market.

o

The Notes and the Trust Deed will be governedhleylaws of England an
Wales.

The Notes will be in bearer form.

The Notes are expected to be rated on issue Bd@dody's and BB+ by
Fitch. A credit rating is not a recommendation txy,bsell or hold securitie
and may be subject to suspension, reduction ordvatkal at any time by th
assigning rating agency. Moody's and Fitch arebdistzed in the Europed
Community and are registered under the CRA Reguilati

S5 OO

The Notes have not been and will not be regidteraler the Securities Act
and, subject to certain exceptions, may not beredfeor sold within the
United States. The Notes may be sold in otherdigii®ns (including the
United Kingdom) only in compliance with applicabevs and regulations.
See ‘Subscription and Sdldelow.

XS1622694617

162269461
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RISK FACTORS

The following sets out certain aspects of the Gr&financing documentation and the activities of éhGroup about
which prospective holders of the Notes should beaesv The occurrence of any of the events describetbw could have
a material adverse effect on the business, finaha@andition or results of operations of the Issuer the Group and
could lead to, among other things, non-payment ef@unts under the Notes.

This section of the Prospectus describes all maiteisks that are known to the Group as at the da#téhis Prospectus.
This section of the Prospectus is not intendedeteexhaustive and prospective holders of the Ndtesld read the
detailed information set out elsewhere in this doent, including the documents incorporated by esfee, prior to
making any investment decision. Further, prospectwlders of the Notes should seek their own lefyagncial,

accounting, tax and other relevant advice as tostinecture and viability of an investment in thetéo

In addition, whilst the various structural elememsscribed in this document are intended to lessane of the risks
discussed below for holders of the Notes, therebeano assurance that these measures will ensataht holders of the
Notes receive payment of interest or repaymentin€ipal from the Issuer in respect of such Notesadimely basis or at
all.

COMMERCIAL RISKS

The Group’s aeronautical income could decline asesult of a reduction in flights, passengers or ethfactors outside
the Group’s control which adversely impact the op#ng resilience of the Group.

The Group generates aeronautical income from aifpes and traffic charges. These charges areateguand principally
levied on the basis of passenger numbers, maxinotath dircraft weight, aircraft noise and emissitraracteristics and
the length of time for which an aircraft is parkadhe airport. The charges are also linked tadhe of inflation, which is
liable to change. There are no specific operatiogtracts with the airlines operating at HeathrowpAit. There can
therefore be no assurance as to the level of tbag3 future aeronautical income from any one oravairline operators.
Decisions by, legal disputes with, financial diffites at, or the failure of, a significant airlioastomer, or the withdrawal
of their landing rights, could lead to a reductionflights and passenger numbers and/or failurdeday in recovering
airport fees or landing charges. The effect of glens by or events at airlines that have a majesgnce at Heathrow
Airport (such as British Airways which in 2016 aooted for approximately 44 per cent. of Heathrowpait's
aeronautical income (2015: 45 per cent.)) coulcetmmaterial adverse effect on the Group.

The number of passengers using Heathrow Airport neagffected by a number of other factors, inclgdin

. shocks to the macroeconomic environment (inclgidamy potential impact of the UK exiting the Eugap Union,
changes in fuel prices and currency exchange ratiation, employment and spending) whether afferthe
global economy, the UK economy or the Greater Lanembonomy in which Heathrow Airport is based;

. an increase or decrease in competition from UKraon-UK airports;

. wars, riots or political action;

. industrial action (including of airlines) thafedts Heathrow Airport;

. an increase in airfares;

. airline bankruptcies;

. decisions by airlines regarding the number, tgpel capacity of aircraft (including the mix of prem and

economy seats), as well as the routes on whickcpkat aircraft are utilised;
. health scares, epidemics or pandemics acroggdhe;

. disruptions caused by natural disasters or evémte&xample, the closure of airspace due to aarot eruption in
Iceland in 2010;

. extreme weather at Heathrow Airport or other @itg such as the severe winter weather experieircede
northern hemisphere in December 2010, which caaged4,000 flights to be cancelled at Heathrow ait@and
caused significant impact to airline schedules ajlgb

. acts of terrorism or cybersecurity threats anacls;
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. changes in domestic or international regulatfonjnstance international trade liberalisation @lepments such as
Open Skies (as defined below);

. the quality of services and facilities, includitig impact of construction projects; and

. the development of efficient and viable altervedi to air travel, including the improvement or axgion of
existing surface transport systems, the introdoatibnew transport links or technology and the éased use of
communications technology.

The Group, where possible, seeks to anticipateffeets of the events noted above in its operationmsalso maintains
contingency plans to minimise disruption and pagseimconvenience. For example, in relation torikk of industrial

action by key Group staff, the Group has a rangdoohal national and local consultative bodies tscdss pay,
employment conditions and business issues withetramions. The Group reached a pay agreement in 26
established a pay structure until 2019. The Grdsp maintains contingency plans aiming to mitigaipacts of potential
strikes.

There can be no guarantee that the Group’s comtaygalans would be effective in anticipating théeefs of the factors
noted above. Any of these factors could negatiiralyact the Group’s reputation, affect Heathrow Aitfs day-to-day
operations and result in a decrease in the numbpassengers using Heathrow Airport which couldum have a
material adverse effect on the Group’s businesanftial condition and results of operations.

A decrease in passenger numbers or other factortsie the Group’s control could reduce non-aeronaa income.

The Group’s principal sources of non-aeronautinabine include retail concession fees, car parkitgme, property
rental income, rail income and income from the mion of operational facilities and utilities.

Retail concession fees are driven by passenger ensnamd propensity of passengers to spend in tessit Heathrow
Airport. As noted above, there are a variety oftdex which could adversely affect the number ofspagers using
Heathrow Airport. Levels of retail income may alsmaffected by changes in the mix of long- andtshaul and transfer
and origin and destination passengers; economiori&adncluding exchange rates and changes infdegyregimes; retail
tenant failures; lower retail yields on concesgiemegotiations; redevelopments or reconfiguratiofingetail facilities at
Heathrow Airport, which can lead to a temporaryermanent decline in retail concession fees; reatlcoepetitiveness
of the airport retail offering; stricter hand luggsand other carry-on restrictions; and reducegihg time as a result of
more rigorous and time consuming security proceslu@ar parking income could be reduced as a refuttcreased
competition from other modes of transport to HeathAirport, such as buses and trains, as well @gased competition
from off-site car parks. Rail income could be restias a result of additional direct rail connectitm Heathrow Airport
following the expected commencement of Crossrailises between Paddington and Heathrow Airport fiday 2018,
and between central London and Heathrow Airpomnfi@ecember 2019. Other non-aeronautical incomeddaeireduced
as a result of a decrease in demand from airpersusuch as car rental operators and airlinemgabeck-in counters or
other facilities. Any of these factors could havmaterial adverse effect on the Group’s businésan€ial condition and
results of operations.

The Group could be subject to terrorism and/or imased security requirements.

The UK Government currently assesses the intemmtiterrorism threat to mainland Britain as “catic the highest
threat level on the government’s risk assessmehé.seleathrow Airport operates within a stringemi @omplex security
regime as required by the Government, which ha®aeg additional security measures from time to tifoeexample
following the discovery of terrorist plots in Augu006 and December 2009. An incident in 2010 wmng cargo aircraft
led to additional measures for the cargo industrly.oThe consequences of any future terrorist actio threat may
include cancellation or delay of flights, fewerliaies and passengers using Heathrow Airport, iigkibr damage or loss
and the costs of repairing damage.

The implementation of additional security measuatesleathrow Airport in the future could lead to giddal limitations
on airport capacity or retail space, overcrowdingreases in operating costs and delays to passemg@ment through
the airport, any of which could have a materialaade effect on the Group’s business, financial timmdand results of
operations.

The successful implementation of the Group’s capitavestment programme could be affected by unaiptited
construction and consents issues.

The Group’s capital investment programme includegomconstruction projects at Heathrow Airport indihg the
potential expansion of Heathrow Airport and is sgbjto a number of risks. For example, if the Grapot able to
achieve a consensus amongst its airline custonmersupport of capital investment projects, this doaffect the
willingness of the CAA to include the costs of symtojects in the RAB. Difficulties in obtaining alischarging the
requirements of any requisite permits, consentsluiing environmental consents, licences, planrjegmissions,
compulsory purchase orders, airspace change can@ert related legal challenges) or easements ealversely affect
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the design or increase the cost of the capital redipgre projects or delay or prevent the completib project or the
commencement of its commercial operation. Althoaghtractors typically share in cost and schedudksrithe Group
may face higher than expected construction costglalays, not all of which may be permitted by @A to be included
in Heathrow Airport's RAB, and possible shortagésequipment, materials and labour due to the nunabfemajor

construction projects in the London area.

The Group’s planned capital expenditure programaee dlarge number of interdependent programmesodf and a
reliance on suitably qualified and experienced gransl for the delivery of projects.

The commencement of commercial operation of a neahstructed facility may also give rise to stgstproblems, such
as the breakdown or failure of equipment or praegser lack of readiness of airline operators,uref facilities and
disruptions of operations. The Group’s constructtontracts may contain restricted remedies or dititihs on liability
such that any such sums claimed or amounts paidoaysufficient to cover the financial impact afhch of contract.
The ability of contractors to meet their finanadalother liabilities cannot be assured.

The failure of the Group to recognise, plan for amthage the extent of the impact of constructiajepts (including the
potential expansion of Heathrow Airport) could désu projects overrunning budgets, disruption teakhrow Airport's
day-to-day operations, capital expenditure triggdrates to airlines, unsatisfactory facilities &athrow Airport, safety
and security performance deficiencies and highan #xpected operating costs. Any of these couldagihthe Group’s
reputation and, consequently, have a material adveffect on the Group’s business, financial coordiand results of
operations.

The potential expansion of Heathrow Airport coulcelelayed due to factors outside the Group’s cohtro

On 25 October 2016, the UK Government announcedseitssion to support the expansion of Heathrow éirpThe
proposed expansion of Heathrow Airport is expetteahclude the construction of a new runway nort#sstwof Heathrow
Airport, related enabling infrastructure and newiway systems, an additional main terminal and IB&tebuilding,
automated baggage facilities and passenger trsystitms for ease of movement around Heathrow Air(tloe ‘North
West Runway Schemd. The UK Government’s decision follows the recoemdation of the Airports Commission on 1
July 2015. The potential expansion of Heathrow gitpwill be a development defined as a Nationallgn8icant
Infrastructure Project NSIP”) under the Planning Act 2008 (thé\¢t”). On 2 February 2017, the UK Government
published a draft National Policy StatemenNPS’) for public consultation and scrutiny by the UkKaftamentary
pursuant to the Act. The draft NPS provides plagmialicy support for the North West Runway Scheme.

The expansion of Heathrow Airport will require anmher of steps, including but not limited to:

+ the designation of the final NPS by the Secretdr8tate for Transport, expected to follow a votetioa final
NPS in the UK Parliament;

» the grant of a Development Consent Ord&C0O”) by the Secretary of State for Transport follogia detailed
application submitted by Heathrow and a public erafion process;

« the grant of any other planning consents (includiogexample, for early uses that must be displdodacilitate
development relating to expansion) and/or enviromnaldicences and permits; and

» airspace change consent to make changes to thma@rsround Heathrow Airport to support the NortAstW
Runway Scheme;

» sustained political support for the expansion oatHeow Airport, in particular ahead of any desigoatof the
NPS;

* engagement and formal consultation with Heathrorpétit's local communities and the wider public;
* engagement and formal consultation with Heathrokpétit's airline community;

» engagement and formal consultation with neighbaguand regional local authorities and other stayubadies
(including Transport for London, the Environmenteigy and Natural England);

« engagement in relation to and influence of chahgesgulation, legislation and government policy;
» engagement with the aviation industry;

» successfully defending legal or other challengabkécexpansion of Heathrow Airport;

» accessing capital markets to fund the expansitteathrow Airport; and

» the construction, delivery and operation of an exigal Heathrow Airport (including in accordance wiite
requirements of any/all consents and permits obtin
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While the Group is undertaking significant activitysecure the proposed expansion of Heathrow Aifgee Business—
Expansion of Heathrow Airpdjt the expansion of Heathrow Airport is necesgasiibject to certain factors and processes
outside the control of the Group.

Any failure to secure or deliver any of the necegsteps required in connection with the expansioHeathrow Airport
as expected could in turn prevent the potentiabesn of Heathrow Airport and prevent the recowargosts incurred
by the Group in relation to expansion, which coirldturn have a material adverse effect on the Geougputation,
business, financial condition and results of openat

Any delay in securing or delivering any of the remagy steps required in connection with the exjpansf Heathrow

Airport as expected could in turn delay the potdrakpansion of Heathrow Airport, and any such yletauld in turn lead

to cost overruns and the lack of available res@uretating to the construction, delivery and operabf an expanded
Heathrow Airport, as well as affect Heathrow Airp@day-to-day operations, which could in turn haveaterial adverse
effect on the Group’s reputation, business, firgnmndition and results of operations.

The Group companies face potential secondary lidglgis as members of the Heathrow Airport Holdingsdsip.

The Group is part of the larger Heathrow Airportldiegs Group. The Group could, in certain circumsts, face
secondary liabilities in respect of obligationsotfer Heathrow Airport Holdings Group entities, liuding tax obligations,
which could have a material adverse effect on tti@s business, financial condition and resultepdrations.

Incidents could occur at Heathrow Airport.

Airports are exposed to the risk of incidents, uilihg accidents, as a result of a number of faciaduding extreme
weather conditions, equipment failure, human earat terrorist activities. These incidents couldiltes injury or loss of
human life, damage to airport infrastructure anattstor long-term closure of Heathrow Airport’s ilitees and may have
an impact on passenger traffic levels, which im would have a material adverse effect on the Gsdusiness, financial
condition and results of operations.

The Group’s insurance coverage might not be adeguat available in all circumstances.

The Group benefits from insurance cover to prowgainst key insurable risks including terrorism dmngkiness
interruption. Cover may not be adequate to covetrilcome, reinstatement costs, increased expensaher liabilities.
Moreover, there can be no assurance that if inseraover is cancelled or not renewed, replacemewngrcwill be
available at commercially reasonable rates orlat al

The Group may not have, or may cease to have,ansarcover if the loss is not covered under, @xduded from, an
insurance policy including by virtue of a deduaiblpplying, exhaustion of applicable cover limitagolicy operating as
an excess policy or if the relevant insurer sudodigsavails itself of defences available to itchuas breach of disclosure
duties, breach of policy condition or misreprestota

Insurance cover for the Group is currently, and rmathe future be, provided by a combination ofur@sce market
entities and captive insurance companies ownedobyaffiliated with, Heathrow Airport Holdings orsitultimate
shareholders. Any of these insurers could ceaeffeép current insurance cover, become insolveribge their licences or
authorisations. Any failure to obtain insurancecocollect under relevant insurance policies chdele a material adverse
effect on the Group’s business, financial conditioml results of operations.

Heathrow and Heathrow Express (together, “the Op@ng Companies” and each, an “Operating Company”pald be
subject to periodic increase in pension cash cootitions in the future.

Under the Shared Services Agreement, LHR Airparanititled to pass its pension costs on to the &ipgr Companies.
The costs of the pension schemes, primarily inticeleto the defined benefit pension scheme (fBension Schem®,
may vary from time to time (for instance as a restifluctuation in investment values or as a resfithanges to actuarial
assumptions). The Group expects pension costsdimg the costs of reducing any deficit, to betedey the CAA as
operating costs in setting price caps, but then@iguarantee that the CAA will do so.

In July 2016, the trustee of the Pension Schemeledad a formal actuarial valuation of the schelfiee valuation was
carried out as at 30 September 2015 and took ttoumt changes implemented to reduce the scherabibities. These
changes were the introduction of an annual captund increases in pensionable pay for active mesrdied a reduction
in both the accrual rate for future service andhtidnary increases for those future service perssighilst in payment.
The valuation indicated a scheme deficit of £228ioni calculated using the trustees’ actuarial agsiions. As part of
the valuation process, LHR Airports and the PenSidneme’s trustee agreed that the annual defmivezy payment into
the Pension Scheme would decrease from £27 mtlli&23 million that is intended to eliminate thdicieby 2022.
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The Pension Scheme'’s trustee is a Borrower Sedc@reditor pursuant to the STID and ranks equallgrinramount up to
£284 million with senior (Class A) debt. The extefitany deficit or surplus to the Pension Schenigichvmay vary
significantly from one accounting period to anottiesults from factors outside the control of trreu.

Increases in the Group’s pension cash contributbasd, because they are not fully taken into antdiy the CAA in
setting price caps, have a material adverse effethe Group’s business, financial condition arsdiits of operations. See
“Business- Pensiohs

The Group faces a number of operational risks oulsiits control.

The operation of an airport is a complex undergiimat is subject to a number of factors outsidectbntrol of the Group.
These factors include weather conditions, variableraft movements and traffic congestion. In additthe Secretary of
State for Transport has powers under the Airports 2006 to give directions to airport operatorsttie interests of
national security, including closure of airportdvéh the nature of these factors, it is not posstbl accurately predict
their future impact on airport operations from paatformance, and any impact from such factorsccbalve a material
adverse effect on the Group’s business, finanoiatlition and results of operations.

Operations and passenger experience at Heathrowpéit depends upon third parties, whose performarice Group is
unable to control.

The Group depends on the co-operation of a largebeu of third parties, including government agesi@ad business
partners, to provide essential functions, suchirasadfic control, border control, utilities inferucture, the management
of fuel storage and distribution assets, baggagesyoperation and maintenance, passenger chea-inelling, rescue
and firefighting services, utilities provision awmdtering. The Group works to manage its relatignshith such third
parties, for example the Group’s management of raote with third party suppliers is underpinned ropust and
responsible procurement practices which involve ¢besideration of the resilience and sustainabiitythird party
suppliers before contracts are entered into witbhsthird parties, and the frequent monitoring of tbperational
performance of such third parties once contra@sammenced. There can be no guarantee that thp'&management
of third parties will be effective, and the Grougdasiness operations and the experience of passeageédeathrow
Airport may be affected if these third parties dut adequately perform the services they are reguieprovide. In
particular, a failure by these third parties torappiately respond to passenger volumes, accidérgstechnical defects
or failures in IT or data processing may causenflidelays, damage to facilities, and the cancehatif airport services.
Any of these events or a combination of eventdedl#o the performance of third parties could haveaterial adverse
effect on the Group's business, financial conditiod results of operations.

The Group companies enter into contracts with thiparties which require them to give representatipnevenants and
indemnities, which could expose the Group to littga.

The Group companies enter into contracts with tpadies under which they have given or will giepresentations,
covenants and indemnities as part of the transectio which the contracts relate. In connectiorhsitles of assets or
shares, Heathrow (AH) as seller has been requirgidvide various warranties. Entry into such cactis gives rise to a
risk of litigation relating to the representatiomsyvenants and indemnities which, if significarauld have a material
adverse effect on the Group’s business, finanoiatlition and results of operations.

The Group is dependent on LHR Airports as the Shdu®ervices Provider to operate its businesses.

LHR Airports employs the staff assigned to HeathrBarsuant to the Shared Services Agreement, LHRoAs also
provides various central support services (inclgdéenior management and strategic direction), adtration, cash
management and operational services, includingptbeision of IT services and staff, to the Opemtibompanies as
described in more detail irBusiness — Shared ServiteBrom 1 January 2013, following the divestmentGatwick
Airport and in light of the (at that time) expectdigestment of Stansted Airport and to reflect meceurately the current
organisation and economic reality, LHR Airports ®antracted the majority of these services to HeamthHeathrow, as
a subcontractor for LHR Airports, provides certaentral support services to Heathrow Express. Wilis Shared
Services Agreement contains provisions that ar@ded to assist with the transfer of employees sewices to the
Operating Companies or a replacement servicesgen\if the Shared Services Agreement were termihadhere can be
no assurance that transfers will be effected inammer that does not have a material adverse efedhe Group's
business, financial condition and results of openat

A significant number of contracts for third-parlly $ystems and IT support important to the Group'srations are in the
name of LHR Airports and would be terminable by toatract counterparties if LHR Airports were tabme insolvent.
While steps may be taken to seek to minimise thgathof such termination provisions, and there tmayommercial
reasons why the contract counterparties would leat ¢o terminate if they are being paid for thetewued use of the
relevant IT system or IT support, there is a ris&ttthe Group’s access to IT systems and IT suppayt be negatively
affected by an insolvency of LHR Airports, whichtirn could have a material adverse effect on thau®s business,
financial condition and results of operations.
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The Group could face operational disruption, incoamience to passengers and long-term reputationaimdge as a
result of compromises to the security of those aféal by the activities of the Group.

The Group is responsible for ensuring that itstassefrastructure, human and electronic systenaspncesses meet the
minimum statutory requirements to protect aviatsaurity, deliver high security standards and buoddfidence with
regulators, airlines and passengers. It also neeeissure that its assets, infrastructure, humdrebattronic systems are
protected from theft, damage or intrusion.

The Group has a statutory and moral responsiliditgnsure aviation security and safeguard the reelfad safety of
staff, business partners and the public who magffieeted by the activities of the Group.

Security risks are mitigated by adopting and erifigrcigorous policies and procedures supportedrbfepsional training

and by investment in leading edge security tectgyl@he Group works closely with airlines and gowveent agencies,
including the police, in building a framework taadish joint accountabilities for airport securdgmd shared ownership
of risk, thus ensuring security measures remaih fiexible and proportionate to the prevailing tirenvironment.

While the Group is taking steps to discharge ispoasibilities effectively and to avoid compromiseshe safety and
security of those affected by the activities of Gi@up, there can be no guarantee that steps takéme Group will be
effective. A failure to exercise this responsililigffectively could result in operational disruptjoinconvenience to
passengers and long-term damage to the Group’satepy which could in turn have a material advezffect on the
Group’s business, financial condition and resultsperations.

REGULATORY RISKS
Heathrow is subject to economic regulation by th&/iCAviation Authority, which is subject to change

Heathrow is subject to economic regulation thatltesn, among other things, the setting of thegdaps on certain of its
charges by the CAA. The CAA published its finalidem in relation to economic regulation at Heathrirport for the
period from 1 April 2014 to 31 December 2018, Q6,10 January 2014 which details CAA price contfolsthe period
and pursuant to which the maximum allowable anmhainge to the yield per passenger will be RPI-E5qent. In
December 2016, the CAA published modificationshe licence issued to Heathrow (which took effeotrfrl February
2017) extending Heathrow's current regulatory pily one year so that it will end on 31 Decembet®and rolling
over the current price control of RPI-1.5 per cdat.the additional year. Seditport Regulation—Heathrow Price
Regulation—Key Elements of the CAA’s Q6 Decision

The CAA has established performance-linked requérgsn which can negatively impact aeronautical ireorfRor
example, the permitted yield in respect of airpbrrges at Heathrow Airport can be reduced if pitesd milestones are
not met on certain capital investment projects.atidition, under the service quality rebate scheoretlie current
regulatory period, failure to meet specified tasgedlating to, among other things, airport cleads) security queuing
times, flight information displays and stand andlyjavailability can result in rebates to airlinestomers of up to 7 per
cent. of airport charges. Segifport Regulation — Heathrow Price Regulation —-FSQchenie

The Group works to mitigate the risk of an adverlBange to the economic regulation of Heathrow assalt of the

CAA’s reviews by having in place a dedicated prbjeam to ensure full compliance with regulatorguieements and to
establish and maintain a sound relationship with @A and advise the Group on regulatory mattele fiegulatory

framework also requires formal engagement withresrtustomers, and the Group invites airlines talsepresentatives
to engagement fora such as joint steering groupsitigate the risk of adverse airline relations.ykstakeholders are
engaged on a joint planning basis which provideknes with the opportunity to articulate their w&® and on-going
requirements.

There can be no assurance that the Group’s strébegyitigating the risks associated with the eauitregulation of

Heathrow set out above will be successful, nor thatcurrent or future price caps set by the CAA bé sufficient to

allow Heathrow to operate at a profit; nor that finesent price caps will be increased or at leashtained at current
levels; nor that the methodology of the review psscat subsequent reviews will be consistent wikipus practice, any
of which could result in a material adverse effatthe Group’s business, financial condition arsiiits of operations.

Heathrow is subject to an economic licensing regime

Under the legislative framework, Heathrow operateder a licence granted by the CAA. Heathrow'srl@ewill remain
in force in perpetuity, however, in certain limitellcumstances, such as a continued failure byhfeatto comply with
the conditions of the licence, the licence may éeked by the CAA. For more information on the egoit licensing
regime, see Airport Regulation — Principles of Economic Regigdat and “Airport Regulation — Heathrow Price
Regulatiofi. Any revocation of the licence could have a maleadverse effect on the Group’s business, fir@nci
condition and results of operations.
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Additionally, the licence may be amended by the CiAAhe future through a prescribed licence modtfan process.
Although this will be subject to a right of appdsl Heathrow, the licence could be amended in a tivay adversely
affected the ability of the Group to finance itsiness at reasonable rates which could have aialadwerse effect on
the Group’s business, financial condition and ttesofl operations.

The Group could face other strategic, regulatorydpublic policy constraints.

Income and/or operations at Heathrow Airport cdeddadversely affected by changes in public poleyarding route
licensing, the “use it or lose it” rule under whiahilines are required to fly 80 per cent. of th&dats or sacrifice them to
other airlines, changes to the conditions for trentenance of the Heathrow Airport aerodrome liegrsecurity and
safety, immigration and border controls, airporivedlepment, environmental policy, tax, air passendety or the

provision of airport capacity. In the event thatfareseen strategic, regulatory and/or public polbonstraints are
imposed, this could have a material adverse effie¢he Group's business, financial condition asdlte of operations.

The Group’s revenue could decline as a result obdiges in the Group’s operating environment.

Changes in the Group’s operating environment, ssctong-term changes in passenger demand foraal trcould lead
to a misaligned operational capacity within the @roWhile the Group carries out evaluations throageries of scenario
planning exercises, there can be no assurancéhth&@roup can identify the timing or period of augch changes or that
once identified, the Group will be able to realthe operational capacity of the Group and implencbahge management
successfully which could lead to a shortfall in Gmup’s revenue.

The Group could face costs related to environmentaalth and safety and planning considerations.

The Group’s business is affected by a wide vaiétgU and UK environmental, health and safety aladming laws and
requirements. The Group’s existing operations mayinbpacted by a number of environmental and planféctors,

including those involving aircraft movements; clima&hange; air quality (including emissions staddgrnoise; energy
use and efficiency; soil and water pollution arisfnom airport operations; discharges and surfaatemdrainage; land
and groundwater contamination; flooding; drouglshestos in premises and exposure to asbestos; astd thandling,
management and disposal.

The Group consults and engages with the communityhich it operates to ensure the concerns of tmentunity are
taken into account. The Group also has in placagine environmental management systems and enmgliogaing
programmes are embedded within the Group’s opestithrough clear environmental strategies and resou
conservation initiatives.

The Group recognises that a failure to exerciseeiponsibility to ensure that it safeguards thHBane and safety of its
people, business partners and the public who magfieeted by the Group’s activities effectively kssoperational
disruption, inconvenience to passengers and lamg-ttamage to the Group’s reputation which coulduim have a
material adverse effect on the Group’s businesgntial condition and results of operations. Theupis safety
management system includes risk assessment predessd activities entailing significant risk apdoportionate control
measures employed to safeguard everyone impactetthebysroup’s business. The Group also operatesstamsset
management processes to ensure property and equipmm@ains safe. Governance, led by the airporgsios

management teams, and assurance processes aréoumeslire that controls around health and safslys riremain
effective and continuous improvement in encouraged.

The Group recognises that a failure to exerciseeiponsibility to ensure that it safeguards thHBane and safety of its
people, business partners and the public who magfieeted by the Group’s activities effectively kssoperational
disruption, inconvenience to passengers and lamg-ttamage to the Group’s reputation which coulduim have a
material adverse effect on the Group’s businesgntial condition and results of operations. Theupis safety
management system includes risk assessment predessd activities entailing significant risk apdoportionate control
measures employed to safeguard everyone impactethebysroup’s business. The Group also operatesstaisset
management processes to ensure property and edquipmmains safe. Governance, led by the Group’dosen
management teams, and assurance processes aréousesure that controls around health and safelys riemain
effective and continuous improvement is encouraged.

Compliance with present or future environmentahltheand safety and planning requirements may k#dycand time-
consuming and interfere with the Group’s existingtivities and operations. Non-compliance, in paftic with
environmental laws and requirements, could haveegative impact on the Group’s reputation which doul turn
jeopardise the Group’s licence to operate. The Q¥4 to date taken environmental costs incurrechbyGroup into
account when determining the RAB and in settinggiaps. The CAA has not indicated that it intettdshange its
policy in this regard in the future, but, if it veeto do so, this could have a material adversetaffe the Group’s business,
financial condition and results of operations.
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The Group could face fines for non-compliance witlompetition laws and regulations

Competition authorities exercise considerable disan in setting levels of fines for non-compliansi#h competition
laws and regulations. Given the position of Heathfrport in certain markets, any failure to compljth applicable
competition laws and regulations may result in @mup incurring substantial fines or settlementtgoas well as
suffering significant reputational damage, whicluldoin turn have a material adverse effect on theu@®s business,
financial condition and results of operations.

Non-compliance with the Group’s internal corporagovernance requirements could have a significantpatct on the
Group’s reputation and brand.

The Group has in place internal corporate govermaaguirements based on applicable laws, rulesemdrements such
as the Bribery Act 2010. To ensure that the Groop'srations are executed in accordance with thexpgirements, the
Group’s management processes include a Code aéd@iohal Conduct and Group policies as well asau®approvals
procedure which governs the Group’s processes gedations. The Group regularly performs communicatand

training in these areas, and monitors and audierrial compliance with these requirements. Therbaaever no

guarantee that violations of the Group’s internaiporate governance requirements will not occuriciwitould have
material adverse effects on the Group’s reputatiod brand, and result in fines which could in thave a material
adverse effect on the Group’s business, finanoiatlition and results of operations.

Future regulatory settlements may not allow for irased operating costs.

Operating costs may differ from projections. Theas be no assurance that future price caps sdiebAA will be
sufficient to allow Heathrow to cover its operatingsts which could have a material adverse effacthe Group’s
business, financial condition and results of openat

FINANCING RISKS
The Group is subject to exposure on its hedgingaamgements.

Whilst the Group operates a hedging programme dordance with the hedging policy under the termshef Senior
Borrower Group Indebtedness, it is not requiredutty or perfectly hedge its present or future net& rate, foreign
currency or inflation exposure and may not in pcactio so. The hedging policy appears as Schedtdettte Common
Terms Agreement which is incorporated by referendhis Prospectus. The Group is subject to theitwerthiness of,
and in certain circumstances early terminatiorhefttedging arrangements by, hedge counterparties.

Changes in interest, foreign currency and inflatiates, and exposure to hedge counterparty rishd deave a material
adverse effect on the Group’s business, finanoiatlition and results of operations.

Risks of High Leverage
A significant portion of the Group’s cash flow froroperations is dedicated to debt payments.

Because of the secured nature of its borrowingstaedtructure that applies to them, the Groupleen able to raise
more debt than would typically be the case for aseaured borrower. As a result, a greater portfahe Group's cash
flow from operations is dedicated to payments erdébt obligations, thus reducing its flexibility deal with significant
financial underperformance. This may increase thaus vulnerability to any economic downturn is litusiness or to
adverse industry conditions, which in turn couldvénaa material adverse effect on the Group’s busjnésancial
condition and results of operations.

Given its leverage position, the Group will needraise further debt from time to time.

The Group will need to raise further debt from titnéime in order, among other things, to:

€)) finance future capital expenditure; and

(b) enable it to refinance and/or repay indebteslnasluding the Notes, as such indebtedness bexcdome

There can be no assurance that the Group will leetabvaise future finance on terms that are ecacalty viable or at all.
For instance, events in the credit markets in 200 2008, and regulatory uncertainty in 2009, §icanitly restricted the
Group’s ability to raise finance. An inability tefmance its indebtedness could have a materiatradveffect on the
Group’s business, financial condition and resultsperations.

In addition, under the terms of the Senior Borrov@oup Indebtedness, if Heathrow is unable to @Epla liquidity
facility under certain circumstances, it will nat permitted to incur any further indebtedness,uidiclg issuing bonds
under the multicurrency bond programme of Heathfawding Limited.
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Ability to incur more debt.

The Group may be able to incur additional indebésdnin the future. Neither the terms of the Notesthe Issuer
Facilities prohibit the Group from incurring morelebtedness (subject to satisfaction of certaimitions). If new debt is
added to the Group's current debt levels, theagldasks that the Group now faces could intensify.

The Group’s ability to obtain deductions on intetaacurred on external debt could be restricted

On 5 October 2015, the OECD published final recomtagons for new, or amendments to existing, tavslarising
from its BEPS project (theOECD proposals). The OECD proposals include recommendationsoabest practice
concerning limits on the deductibility of interestpense for corporate tax payers, based on cagtas of net interest
expenditure to earnings before interest, tax, aiptien and amortisation EBITDA ™).

Draft legislation has been proposed which, if eedets proposed, would limit the deductibility ofeirest expense for UK
corporation tax payers potentially with effect frdmApril 2017. The draft legislation applies a fixeatio rule which

limits a group’s UK tax deductions for net interestpense to 30 per cent. of UK “tax-based” EBITDFie draft

legislation also contains a group ratio rule whishintended to allow groups that are highly levexhdor commercial
reasons to obtain a higher level of net interegudgons, up to a limit in line with the group’serall external gearing
position, and a public infrastructure exemption edimat ensuring that any restriction does not imghdeprovision of

external finance used to fund taxable UK publigasfructure. There will be targeted exclusionsrédated party debt.
Following engagement with HM Treasury and HM Rewer® Customs, the Group currently expects to beelgrg
protected from the 30 per cent. cap imposed byited ratio rule by virtue of the public infrasttuce exemption and the
group ratio rule.

The exact form of the final rules is unknown asha&t date of this Prospectus. If the new rules icédtre ability of the
Group or the Issuer to claim deductions for alpart of their interest expenses, this may havedwerae effect on the
financial position of the Group or the Issuer sltinclear what impact the UK general election héle on the content or
implementation of the proposed legislation.

OTHER LEGAL RISKS
General risk relating to the impact of the UK exitj the European Union.

In a referendum held on 23 June 2016, the UK vitelkave the EU. On 29 March 2017 the UK formalégén the
process of leaving the EU by notifying the Europ&uuncil of its intention to do so, under Articl® 6f the Treaty on
European Union @rticle 507). Until the UK formally leaves the EU, it remaiasnember state of the EU and is bound by
applicable EU laws and regulations.

It is, at this stage, uncertain to what extent BWd and regulations will be applicable once thefaltally exits the EU,
what transitional arrangements, if any, will be lewpented while negotiations are on-going, and velnangements will
eventually exist between the UK and the EU, anduKeand other countries. It is therefore not pdssit this point to
determine the precise impact that the referendauenUK'’s departure from the EU and/or any relatettenssmay have on
the Group’s business, financial condition and itssof operations. Possible risks to the Group cauttlde, but are not
limited to:

* macro-economic factors, including lower economiavgh in the UK, greater volatility in the currenmyarkets, a
weakening pound and the introduction of new tradeiérs, which may have a negative impact on Heathr
Airport’s traffic and the cost of travel, and irrmuhe demand for air travel;

* market restrictions, including the UK losing itscass to the single aviation market, which has remov
commercial restrictions on fares and capacitieEimmopean airlines, loss of access for UK airliteesse intra-
EU routes without permits or authorisation and W€ losing the benefit of other significant air sess
agreements, such as the Open Skies Agreement; and

« operational factors, including changes to avia@ord general legislation and regulations, such alitiadal
security and border controls and restrictions enfthe movement of labour.

Any of these possible factors and restrictions @duhve a material adverse effect on the Group’snbss, financial
condition and results of operations.

General risk of change of law.

It is possible that, whether as a result of casediathrough statute, changes in law, rules or lsgns (including changes
in tax regimes) applicable to the Group, or theielipretation or application, either generally dtdwing any exit by the
UK from the EU, could result in the Group’s debtalincing arrangements as originally structured mgéo having the
anticipated effect or could have a material adveféect on the Group’s business, financial conditand results of
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operations and/or could adversely affect the rigpterities of payments and/or treatment of holginn the Notes for
Noteholders.

The Group faces potential secondary (and joint aseleral) tax liabilities.

Where a company fails to discharge certain taxliiegs within a specified time period, UK tax lawposes, in certain
circumstances, secondary liability for those overtaxes on other companies that are or have beptbens of the same
group of companies, or are or have been under conuontrol, for tax purposes with the company ttest hot discharged
its tax liabilities. With respect to VAT groupings, certain circumstances members of the Group ahsy face joint and
several liability.

If any secondary (or joint and several) tax lidl@$ arise in the Issuer or other members of theu@rwhich are not
discharged by other members of the wider Heathrowoft Holdings Group, and are of significant amtthe Issuer or
other members of the Group could be adverselytaffiec

UK insolvency law may impact the rights of credisoincluding the Noteholders in certain circumstarge

The English insolvency statutes empower Englishrtsoto make an administration order in respect ofEamglish
company. An administration order can be made ifahet is satisfied that the relevant company isdikely to become
“unable to pay its debts” and that the administratirder is reasonably likely to achieve the puepaisadministration. In
addition, the holder of a “qualifying floating clgg” over the assets of an English company may appoi administrator
out of court, provided such floating charge hasobez enforceable. In this case the prospective adirdtor must be
satisfied that the purpose of administration issoeably likely to be achieved. An English companythee directors of
such company may also appoint an administratorobwiourt. The purpose of an administration comgriggee parts
which must be looked at successively: rescuingctimapany as a going concern or, if that is not nealsky practicable,
achieving a better result for the company's creslias a whole or, if neither of those objectivesraasonably practicable,
and the interests of the creditors as a whole aremecessarily harmed thereby, realising progertgake a distribution
to secured or preferred creditors.

The rights of creditors, including secured credit@re particularly curtailed in an administratibipon the appointment
of an administrator, no step may be taken to eefsecurity over the company's property, except tighconsent of the
administrator or leave of the court. The same reguénts for consent or leave apply to the commeaneor institution

of legal process (including legal proceedings, atien, distress or diligence) against the companyroperty of the

company. In either case, a court will consider réiSonary factors in determining any application lfeave, in light of the

hierarchy of statutory objectives of administratd@scribed above.

Accordingly, if the Issuer was to enter into adrsiration proceedings, the Notes and the relategritgeérom the Issuer
could not be enforced while the relevant company imaadministration, without the leave of the caarrtconsent of the
administrator. There can be no assurance thatetrity agent would obtain this leave of the caurtconsent of the
administrator.

In addition, an administrator is given wide powsrsonduct the business and, subject to certainin@gents under the
Insolvency Act 1986, dispose of the property ofoenpany in administration. However, the general foitbn against
enforcement by secured creditors without consetiimBdministrator or leave of the Court, and @miaistrators' powers
with respect to floating and other security, do apply to any security interest created or arisimgler a financial
collateral arrangement within the meaning of theahtial Collateral Agreements (No. 2) Regulatiof92 (UK). A
financial collateral arrangement includes (subjectertain other conditions) a pledge over shames company, where
both the collateral provider and collateral taker @on-natural persons.

Under English insolvency law, the liquidator or adiistrator of a company may, among other thingg)yam the court to
unwind a transaction entered into by such compi&sych company was unable to pay its debts (asekbin section 123
of the Insolvency Act 1986) at the time of, or aesult of, the transaction and enters into ligtiaor administration
proceedings within two years of the completiontad transaction. A transaction might be subject thallenge if it was
entered into by a company “at an undervalue”, ibatt involved a gift by the company or the compaeceived

consideration of less value than the benefit gibgrsuch company. However, a court generally will imbervene if a

company entered into the transaction in good faitthe purpose of carrying on its business arttiatime it did so there
were reasonable grounds for believing the tran@aetiould benefit such company. The Issuer belitvasthe Notes will

not be issued on terms which would amount to astrétion at an undervalue, that the offering is aodyfaith for the

purposes of carrying on the Group's business aadtiere are reasonable grounds for believingttreatransaction will

benefit the Group. However, there can be no assartat the issuance of the Notes will not be ehagkd by a liquidator
or administrator or that a court would support #rglysis.

In addition, if it can be shown that a transactortered into by an English company was made ferthesn fair value and
was made to shield assets from creditors, thetrémsaction may be set aside as a transactionudifigicreditors. Any
person who is a “victim” of the transaction, and just liquidators or administrators, may assechsa claim. There is no
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statutory time limit within which a claim must beade and the company need not be insolvent at the ¢if the
transaction.

If the Issuer was to commence administration prdicegs, the Notes and the related security coulcbeatnforced while
the relevant company was in administration.

The holder of a qualifying floating charge that baen created since 15 September 2003 over albstantially all of the
assets of an English company can generally no toagpoint an administrative receiver of that comparhere is,
however, an exception to this rule that appliesettiain capital markets transactions that are eggdedo incur at least £50
million of debt.

Any interest accruing under or in respect of theedor any period from the date of commencemeatafinistration or
liquidation proceedings, to the extent not fullwered by the assets securing the Notes, coulddmvesed by holders of
the Notes only from any surplus remaining aftempent of all other debts provided in the proceedind interest accrued
but unpaid up to the date of the commencementeoptbceeding.

Under English insolvency law, certain preferentiaims, including unpaid contributions to occupaéibpension schemes
in respect of the twelve-month period prior to imsacy and unpaid employees' remuneration in résgebe four-month
period prior to insolvency, will, while ranking hield the claims of holders of fixed security, rartkead of floating
charges. In addition, a prescribed part of floatoihgwrge realisations (being 50 per cent. of thst 10,000 of net
realisations and 20 per cent. of the net realisattbereafter, up to a maximum of £600,000) isireduo be set aside for
the benefit of unsecured creditors and, as suoksrahead of the relevant floating charge.

RISKS RELATING TO THE NOTES
The Issuer depends on subsidiaries for payments.

The Issuer is a holding company with no materiaétsother than the shares of its subsidiary, Heat(SP) Limited. All
of the Issuer's revenue is generated by the Opgr&bmpanies. Accordingly, almost all of the Is&ieash flow is
generated by the Operating Companies. Therefoedstuer's ability to make payments on its indei#ed and to fund its
other obligations is dependent not only on theitgbdf its subsidiaries to generate cash, but alsahe ability of its
subsidiaries to distribute cash to it in the forihdieidends, fees, interest, loans or otherwise.

However, the Issuer's subsidiaries face variousictens in their ability to distribute cash toetHssuer. The Senior
Borrower Group must satisfy certain restricted pagythrcovenants and other conditions before it malyenaistributions to
the Issuer. Business performance and local acemyatid tax rules may limit the amount of retainadhimgs, which is in
many cases the basis of dividend payments.

The Notes are subordinated to liabilities of thesuer's subsidiaries.

The Issuer's subsidiaries are separate and ditgadt entities and have no obligation, contingendtherwise, to pay any
amounts due pursuant to any debt incurred by thestsor to make any funds available whether bydéivils, fees, loans
or other payments. Any right of the Issuer to reeeiny assets of any of its subsidiaries upon digfion, dissolution,
winding up, receivership, reorganisation, assigrtrf@rthe benefit of creditors, marshalling of assend liabilities or any
bankruptcy, insolvency or similar proceedings (dmel consequent right of the holders of the Issurdebtedness to
participate in the distribution of, or to realismgeeds from, those assets) will be effectivelyosdinated to the claims of
any such subsidiary's creditors (including trad=litors and holders of debt issued by such subg)diaccordingly, the
Notes will be effectively subordinated to all libdés of the Issuer's subsidiaries. As at 31 Ma2€ii7, the Issuer's
subsidiaries had £16,756 million of outstandindilities, including outstanding indebtedness. Témnis and conditions
of the Notes do not prohibit the Issuer's subsiesairom incurring additional indebtedness.

The Issuer may not be able to repurchase Notes barge of control.

Upon a Change of Control (as defined und€erins and Conditions of the Notes—Definitipntghe Issuer will be

required to offer to repurchase all outstandingeNait 101 per cent. of their principal amount @losrued and unpaid
interest. The source of funds for any such purclofiee Notes will be the Issuer's available cashash generated from
the Operating Companies' operations or other seunceluding borrowings, sales of assets or sdlegjoity. The Issuer
may not be able to satisfy its obligations to repase the Notes upon a change of control becausayitnot have

sufficient financial resources to purchase alhef Notes that are tendered upon a change of control

Liquidity of the Notes could be limited and thereuld be an absence of a secondary market for thedso

There can be no assurance that a secondary markigefNotes will develop or, if a secondary makets develop for
any of the Notes issued after the date of thisgemsis, that it will provide any holder of Notegiwiiquidity or that any
such liquidity will continue for the life of the Nes. Consequently, any purchaser of the Notes beugtepared to hold
such Notes for an indefinite period of time or Ufitial redemption or maturity of the Notes.
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The liquidity and market value at any time of theté are affected by, among other things, the marke of the credit
risk of such Notes and will generally fluctuate twgeneral interest rate fluctuations, general expoa@onditions, the
condition of certain financial markets, internatibpolitical events and the performance and fir@ncondition of the
Group.

Rating of the Notes.

The ratings assigned by the rating agencies tdNtites reflect only the views of the rating ageneied in assigning the
ratings the rating agencies take into consideratiencredit quality of the Group and structurakdiees and other aspects
of the transaction, including counterparty riskefihis no assurance that any such ratings willicoetfor any period of
time or that they will not be reviewed, revisedsgended or withdrawn entirely by the rating agenae a result of
changes in, or unavailability of, information oriif the rating agencies' judgment, circumstanoesarant. If any rating
assigned to the Notes is lowered or withdrawn,nttzeket value of the Notes may be reduced. Futueatsyincluding
events affecting the Group and/or circumstancegingl to the airport industry generally, could haveadverse impact on
the ratings of the Notes.

Compliance with covenants may be affected by eveetgond the Issuer’s control.

The terms and conditions of the Notes, the 20128 dhe 2025 Notes and the Issuer Facilities tinetGroup's ability to,

among other things, incur additional indebtedngss; dividends or make other distributions; makeegtments; sell

assets; enter into agreements restricting thetyabflithe Issuer's subsidiaries to pay dividendsisolidate, merge, sell or
otherwise dispose of all or substantially all of tBroup's assets; enter into sale and leasebadatt#ons; and provide
security. In addition, the terms and conditionshef Notes require that, subject to certain curetsigGroup RAR may not
be greater than 92.5 per cent. as at any Relewestin§ Date and, until such time as the 2019 Neitber mature, are
repaid or consent is obtained to amend the Group R&strictions, the terms and conditions of the®Blbtes require

that, subject to certain cure rights, Group RAR matbe greater than 90 per cent. as at any Rel@\esting Date. The
terms and conditions of the Notes, the 2019 Nates 2025 Notes and the Issuer Facilities also regbat Group ICR

may not be less than 1.0 in respect of any Relelasting Period.

The ability of the Issuer to comply with these auamts and restrictions may be affected by evengertabthe Issuer's
control. If the Issuer breaches any of these cavisnar restrictions, it could be in default undez Notes, the 2019 Notes,
the 2025 Notes and the Issuer Facilities. This diquarmit the lenders under the Issuer Facilitieke certain actions,
including declaring all amounts that the Issuer basowed under the Issuer Facilities and otheelieddness to be due
and payable, together with accrued and unpaidésteiThis would also result in an event of defanlder the Notes, the
the 2019 Notes and the 2025 Notes. The lendersl edsib refuse to extend further credit under teads Facilities. If the

debt under the Issuer Facilities, the Notes, tHO20otes, the 2025 Notes or any other materiahfiirey arrangement that
the Issuer enters into were to be acceleratedister's assets may be insufficient to repay ihthé Notes and the
Issuer's other indebtedness.

The interests of the Group’s ultimate shareholdemay be inconsistent with interests of holders oftiia

Ferrovial S.A., Qatar Holding LLC, Caisse de dépbplacement du Québec, the Government of Singdpeestment
Corporation, Alinda Capital Partners, China Investin Corporation and Universities Superannuatione®eh or
investment vehicles controlled or managed on thefiralf, indirectly own all of the shares of theukss As a result, these
shareholders have, directly or indirectly, the pgveenong other things, to affect the Group's legal capital structure
and its day-to-day operations, as well as thetghii elect and change management and to apprbee ohanges to the
Group's operations. The interests of the Groupimate shareholders could conflict with the intésesf investors in the
Notes, particularly if the Group encounters finahdiifficulties or is unable to pay its debts whaue. In addition, the
Group's ultimate shareholders may, in the futune businesses that directly compete with the Giiougertain respects
or do business with the Group.

Security may be insufficient to repay the Notes.

If there is an event of default under the Notes, tthlders of the Notes will be secured only byphaperty and assets of
Heathrow (DSH) Limited and the Issuer, which priityaconsist of the share capital of the Issuer hgydHeathrow
(DSH) Limited and of the share capital of Heath(@&#) Limited held by the Issuer. To the extent thatclaims of the
holders of the Notes, the claims of lenders unkerl$suer Facilities and the claims of any oth&dtparty creditor that
shares in the Transaction Security in accordante thie terms of the Intercreditor Agreement excerlvalue of the
Transaction Security securing the Notes and othi@yations, those claims will rank equally with tblaims of the holders
of all other existing and future senior unsecuretebtedness rankirgari passuwith the Notes.

To the extent that other first-priority securityerests, pre-existing liens, liens permitted uniderterms and conditions of
the Notes and other rights encumber the Transa8&aurity securing the Notes, those parties mag loamay exercise
rights and remedies with respect to the Transa@ecurity that could adversely affect the valughef security and the
ability of the security agent to realise or forag®n the security.
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Payments in relation to the Notes are subject te thtercreditor Agreement.

The Trustee will accede to an intercreditor agregmeéth, among others, the agents and represeasat¥ the other
indebtedness secured by the Transaction Secumitiyding the Issuer Facilities, the 2019 Notes, 2685 Notes and
counterparties to certain hedging obligations. Otlreditors may become parties to the Intercredikgreement in the
future and share in the Transaction Security. Amathgr things, the Intercreditor Agreement govéhesenforcement of
the security documents, the sharing in any recesdrom such enforcement and the release of thes@iction Security by
the security agent.

The Intercreditor Agreement provides that the dgcugent shall act upon the instructions of theused creditors
representing more than 50 per cent. of the aggequaicipal amount outstanding under the 2019 Nakes2025 Notes,
the Notes, any additional notes, the Issuer Faslitany new credit facilities and certain hedgorgditors. The

Intercreditor Agreement further provides that,hietTrustee or holders of the Notes do not respona Request (as
defined in the Intercreditor Agreement) within 2@simess days, the votes of holders of the Notdswilbe counted for,
amongst other things, the purposes of instructiggsecurity agent. These arrangements could bevdistageous to the
holders of the Notes in a number of respects. kamgle, other creditors not subject to the Intefitoe Agreement could
commence enforcement action against the Issuds aubsidiaries during such consultation period,|g#suer or one or
more of its subsidiaries could seek protection uragplicable bankruptcy laws, or the value of dereollateral could

otherwise be impaired or reduced.

The Intercreditor Agreement provides that the sgcaigent may release certain collateral in coripectith sales of

assets pursuant to a permitted disposal or enfancesale and in other circumstances permitted éythist Deed and the
Issuer Facilities. Therefore, such collateral akdé to secure the Notes could be reduced in ctionegith the sales of
assets or otherwise, subject to the requiremertteedinancing documents and the Trust Deed.

The Trust Deed and the Issuer Facilities permitigsaer, in compliance with the covenants in treggeements, to incur
additional indebtedness secured by liens on thasBi@ion Security. The Issuer's ability to incudiidnal debt in the
future secured on the collateral may have the efiediluting the ratio of the value of such Tracsan Security to the
aggregate amount of the obligations secured by thesaction Security.

Book-entry form of Notes.

The Notes will initially only be issued in globabrin and deposited with a common depositary for 8ees and
Clearstream, Luxembourg. Interests in the Notektraide in book-entry form only. The common depasitfor Euroclear
and Clearstream, Luxembourg will be the sole hotiflehe Global Notes representing the Notes. Adogylg, owners of
book-entry interests must rely on the proceduregurfoclear and Clearstream, Luxembourg, and notief@mts in
Euroclear or Clearstream, Luxembourg must rely fom fgrocedures of the participant through which thes their
interests, to exercise any rights and obligatidrestoolder of Notes.

Unlike the holders of the Notes themselves, owétzook-entry interests will not have the direghti to act upon the
Issuer's solicitations for consents, requests fivers or other actions from holders of the Nofdse procedures to be
implemented through Euroclear and Clearstream, mlpoeirg may not be adequate to ensure the timelgiseeof rights
under the Notes.

Modification, waivers and substitution.

The terms and conditions of the Notes contain gioms for calling meetings of holders of the Ndesonsider matters
affecting their interests generally. These provisipermit defined majorities to bind all holderstioé Notes including
holders of the Notes who did not attend and votatelevant meeting and holders of the Notes wdied in a manner
contrary to the majority.

The terms and condition of the Notes also provide the Trustee may, without the consent of holdétke Notes, agree
to (i) any modification of, or to the waiver or hatisation of any breach or proposed breach of,cdriie provisions of
the Notes or the Trust Deed, (ii) determine withihig consent of the holders of the Notes that amypteof default or
potential event of default shall not be treatedwh or (iii) the substitution in place of the lssin respect of the Notes of
a new group holding company, in each case in trriistances and subject to the conditions desciib&derms and
Conditions of the Notés
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GLOSSARY OF KEY DEFINED TERMS

Certain key terms which are used in this Prospeanes defined below. For a description of how certamidustry
terminology is used in this Prospectus, pleasélselistry Sources and Terminoldgy

CAA means the Civil Aviation Authority established undection 2 of the Civil Aviation Act 1982 and/onyaother
replacement governmental authority;

Civil Aviation Actmeans the Civil Aviation Act 2012;

EMIR means the European Market Infrastructure RegulgRegulation (EU) 648/2012);
£ means the lawful currency of the United Kingdon@Goéat Britain and Northern Ireland;
Group means the Issuer and its subsidiaries;

Heathrowmeans Heathrow Airport Limited, the operator oatheow airport;

Heathrow Airportmeans Heathrow airport;

Heathrow Airport Holdings means Heathrow Airport Holdings Limited, a compangorporated and registered in
England and Wales with company number 05757208;

Heathrow Airport Holdings Groupmeans Heathrow Airport Holdings and its subsidsrie
Heathrow Expressneans Heathrow Express Operating Company Limited;

Intercreditor Agreementmeans the Intercreditor Agreement dated 26 Oct2B&0 between, amongst others, the Issuer
and Deutsche Trustee Company Limited, in its capas note trustee for the 2019 Notes and the Rif2&s and acceded
to by the Trustee on or around the issue dateeoNthtes;

Issuermeans Heathrow Finance pic;

LHR Airports means LHR Airports Limited, a company incorporaéed registered in England and Wales with company
number 01970855;

MPT means the market power test;
Operating Companiesneans Heathrow and Heathrow Express;

Q5 means Quinquennium 5, the five year regulatorjodeior Heathrow starting on 1 April 2008 as exteddby the CAA
by one year (Q5+1) to 31 March 2014;

Q6 means Quinquennium 6, the current regulatory gdefido Heathrow, which started on 1 April 2014 asdfollowing
the modification to the economic licence issuedHeathrow published by the CAA on 21 December 2@kpected to
end on 31 December 2019 (unless further extendéldeb@AA);

Quinquennium means a five year period for which the CAA sets thaximum level of airport charges at Heathrow
Airport;

RAB means Regulatory Asset Base. For a descriptiom@fRAB, see Airport Regulation—Principles of Economic
Regulation—Regulatory Asset Base (RAB)

RAR means regulatory asset ratio;

RPI means the UK Retail Price Index, published by tkeQffice for National Statistics;

Security Parenimeans Heathrow (SP) Limited;

Senior Borrower Groupmeans the Security Parent and its subsidiaries thlan Heathrow Funding Limited;

Senior Borrowersmeans Heathrow Airport Limited in its capacity lasrrower under the Senior Borrower Group
Indebtedness, as defined iD€'scription of Other Indebtedness-Senior Borrowssup Indebtedness

Shared Services Agreementeans the shared services agreement entered insortmygst others, Heathrow, Heathrow
Express and LHR Airports under which LHR Airporteyides services to Heathrow and Heathrow Express;

Trust Deedmeans the trust deed which will be entered intthkylssuer and the Trustee on 8 June 2017.
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DOCUMENTS INCORPORATED BY REFERENCE

This Prospectus should be read and construed ijuretiion with the documents specified in the crosference list
below, which documents shall be deemed to be ircated in, and form part of, this Prospectus; mtedj however, that
any statement contained herein or in a documenthniBiincorporated by reference herein shall bengeeto be modified
or superseded for the purpose of this Prospecttietextent that a statement contained in any subkequent document
which is deemed to be incorporated by referenceimenodifies or supersedes such earlier statergretijer expressly,
by implication or otherwise). Any statement so nfiedi or superseded shall not be deemed, excepb asodified or
superseded, to constitute a part of this Prospesius further information or documents incorporatgdreference in the
documents incorporated by reference below doefonmt part of this Prospectus. Information contaiimethe documents
incorporated by reference into this Prospectuschvtié not itself incorporated by reference her&nnot relevant for
investors.

The Issuer will provide, without charge, to eaclhspa to whom a copy of this Prospectus has beevedadl, upon the
request of such person, a copy of any or all ofdtheuments deemed to be incorporated herein byerefe. Requests for
such documents should be directed to the registdfied of the Issuer, and such documents will b&lable upon request
for the life of the Prospectus.

Copies of the documents incorporated by referemd¢kis Prospectus may be viewed electronically faeel of charge on
the website of the Regulatory News Service operatty the London Stock Exchange at
http://www.londonstockexchange.com/exchange/news@taews/market-news-home.htnitor convenience, copies of
the documents incorporated by reference in thispgarctus are also available Htp://www.heathrowairport.com/about-
us/global/financial-information/heathrow-financeihformation (the “Special Purpose Websit§. The Special Purpose
Website does not form part of the Heathrow Airpddidings Group’s website, and the Heathrow Airpddidings
Group’s website does not form any part of this Pectus. The Special Purpose Website is provideddovenience only
and its content does not form any part of this peotus. The information incorporated by referemte this Prospectus is
an important part of this Prospectus.

The list below sets out the details of each ofdbeuments incorporated by reference in this Praapec

Cross Reference List

. Audited annual consolidated financial statemerfithe Issuer for the financial year ended Decen®fd5 (pages
26 — 81 inclusive).

. Audited annual consolidated financial statemerfithe Issuer for the financial year ended Decen@fd6 (pages
28 — 85 inclusive).

. Unaudited consolidated financial statements eflfisuer for the three months ended 31 March 28Il pgges).

. Common Terms Agreement dated 18 August 2008 lestwamong others, the Senior Borrower Group and
Heathrow Funding Limited (all pages).

. Intercreditor Agreement dated 26 October 201@vbeh, amongst others, the Issuer and the Trudtemges).

. Master Definitions Agreement entered into in aection with the Common Terms Agreement and datedutfist

2008, as amended and as in effect on the date dfriist Deed (all pages).
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INDUSTRY SOURCES AND TERMINOLOGY

This Prospectus contains certain statistical ahdrahformation regarding Heathrow Airport and tharkets it serves.

Unless otherwise indicated, the information corgdiin this Prospectus relating to Heathrow Airportiarket shar
and the size of the relevant market sectors ischaseHeathrow's own internal estimates based onlaggy and
analyst reports, special surveys and informatiohliglued or provided by airlines and other companésswell as
Heathrow's own knowledge of the market.

References in this Prospectus to Heathrow Airpantismber of passengersrefer to the sum of all arriving an
departing passengers, other than in-transit passeng

Information in this Prospectus relating to Heathrdwport's percentage ofifiternational” passengers is based on
number of its passengers arriving from and depgattndestinations that are not in the United Kingdelative to the
total number of passengers served by Heathrow Airpdformation in this Prospectus relating to Heatv Airport’s
percentage of domestic' passengers is based on the number of its passergeving from and departing

destinations that are in the United Kingdom rekatio the total number of passengers served by HeatAirport.
Accordingly, the information reflects the placeooigin or destination of passengers as opposdtkioresidence.

All information in this Prospectus relating to Heaw Airport’s percentage oftisines$ passengers is based on t

number of Heathrow Airport’s passengers who aneettiag for reasons related to such passengerslament, based

on surveyed information, relative to the total nemiof passengers served by Heathrow Airport. Albrimation
relating to Heathrow Airport's percentage éfiSure” passengers is based on the number of Heathrowoiis
passengers who are not business passengers,aétathe total number of passengers served by Heathirport.

“ATM” or “Air Transport Movement” means a flight carried out for commercial purgosad includes scheduls
flights operating according to a published timetalocharter flights and all-cargo flights. Air tr@ost movement doe
not include empty positioning flights and privatsnrcommercial flights.

“European flights” are flights arriving from or departing to otheeddinations in Europe (other than domestic fligh
International fong haul” flights are all flights other than European fligtand domestic flights.

“Gate roont refers to the area where passengers board aachbégk from their aircraft.

“hub airport” refers to an airport where a significant propamtiof passengers transfer between flights in b
transported to their final destination.

“IATA " refers to the International Air Transport Assdma, a trade association of the world’s airlindsich support
the aviation sector with global standards for m@lsafety, security, efficiency and sustainability.

“Maximum allowable yield” refers to the maximum amount of aeronautical meger passenger that Heathrow n
charge in each regulatory year for services sultjeptice regulation by the CAA.

“Pier” refers to an airport passenger building whicltéaanected to a terminal and which houses Gate raounese
passengers wait to board and disembark from tlreiradt. “Satellite” refers to an airport passenger building whicl
connected to a terminal and which houses not oalg ®oms but also other passenger handling fasilifor example]
retail facilities) and serves as an extension ¢odparture lounge.

“Stand’ means an aircraft parking stand; these can ler-pérved’, which means they are adjacent to theineal,
enabling passengers to walk directly on and offraft parked on the stand via an airbridge, or tteay be ‘remote’
which requires passengers to either be transpbstedach or walk between the stand and the terminal

“Transfer traffic” relates to passengers who use an airport forstie purpose of connecting from one aircraf
another. They are counted as both arriving and rtlegapassengers.Transit” or “In-transit” traffic refers to
passengers who arrive and depart on the samefainittain 24 hours. Origin and destination” traffic refers to any
traffic that is not transfer or transit traffic andginates from or terminates at a particular @itp

References to theHeathrow Express rail servicé refer to both the express (non-stop) service #rel stopping
service, Heathrow Connect, unless specificallyestatherwise. Where reference is made to CAA patitins or data
efforts have been made to ensure data is reprodavedpresented in a similar style to aid compariaod cross
reference but may not be identical as a resultadfifications made for presentational purposes.
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SELECTED HISTORICAL FINANCIAL INFORMATION

The tables below present consolidated income staternonsolidated statement of financial positiod aonsolidated
cash flow data for the Issuer for and as at thesyeaded 31 December 2016 and 2015, and for amtl tag three
months ended 31 March 2017 and 2016. The datdéothtee months ended 31 March 2017 has been &xtriiom
the unaudited consolidated financial statementeetssuer for the three months ended 31 March,20ich have not
been audited. The information below should be tegdther with the consolidated financial statemantsthe notes t

those statements.

Consolidated Income Statement Data

REVENUE .....ooiiiiiiiiiii e
Adjusted EBITDA ...t
Operating Profit ..........uueeiiiiiiieee e

Profit/(10Ss) before taX.............ueiiiiii e

Taxation (charge)/credit

Profit/(loss) for the period...............eeiimmeeeviiiiniiiieeeeieeeeennns

Interim dividends paid during the period......vvciieinnnn...

REVENUE.......coviiiiiiiiii e,
Adjusted EBITDA ...ttt
Operating Profit ........oovveviiiiiiii e

(Loss)/profit before taxX.........cccvvvvveviiiiiiiiii e,

Taxation credit/charge

(Loss)/profit for the period.............ccoovvvvvviiiiiiiiiiiiine e,

Interim dividends paid during the Yi.........ccoeevviiviiiiiiiinnnnns

Three monthsende

O

31 March
2017 201¢
(unaudited
(£ millions)
655 642
382 367
246 166
136 (39)
(31) 3
105 (36)
85 78
Year ende

31 December

201¢€ 201t
(audited
(£ millions)
2,807 2,765
1,682 1,605
1,053 1,252
70
(207) 3
4
80 1)
(127) 662
(616) (209)
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Consolidated Statement of Financial Position Data

As at 31
March
2017
(£ millions]
(unaudited)
Assets
NON-CUITENT ASSELS. .. ceuitntieiee et iee e eeteen e e e ee e aeeees 14,423
CUITENE ASSEIS. .. u it ittt et e e e e e e e 769
Of which term deposit and cash and cash equivalents........... 330
TOtAl ASSELS. .. e et ittt e e s 15,192
Liabilities
Non-current liabilities...........c.coove i, (15,249)
Current labilitieS.......ccove i (1,288)
Total liabilities. ... ..o (16,537)
Net Iabilities. ..o (1,345)

As at 31 December

2016 2015
(£ millions]
(audited)
14,583 14,095
1,077 1,133
666 728
15,660 15,228

(15,151) (14,240)

(1,949) (1,521)
(17,100) (15,761)
(1,440) (533)
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Consolidated Cash Flow Data

Three months ended 31 March

2017 2016
(unaudited
(£ millions)
Cash generated from continuing operations.................... 394 334
Net cash from operating activities..................cceeevevvvnne. 387 322
Net cash (used in)/from investing activities...................... (74) 47
Net cash (used in) financing activities.............................. (564) (326)
Net (decrease)/increase in cash and cash equivakent...... (251) 43
Cash and cash equivalents at beginning of period........... 286 178
Cash and cash equivalents at end of period.................... 35 221

Year ended 31 December

2016 2015
(audited
(£ millions)
Cash generated from operations..............cc.oocevvieeeeinenn, 1,654 1,589
Net cash from operating activities.............ccccceeeerin e, 1,597 1,579
Net cash used in investing activities................cccco.eeee.n. (432) (1,173)
Net cash used in financing activities................................ (1,057) (511)
Net increase/(decrease) in cash and cash equivakent...... 108 (105)
Cash and cash equivalents at beginning of period........... 178 283
Cash and cash equivalents at end of period.................... 286 178
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Debt, gearing and interest cover statistics

At 21
March At 31 December
2017 2016 2016 2015
(actual’

(E millions, unless otherwise stated

Seniordebt.........ooi 10,724 10,689 10,828 10,795
Seniornetdebt.......c.ooooiiiii 10,407 10,189 10,168 10,075
Senior and Junior netdebt..........c.cooiiiiiiiii 12,147 11,884 11,908 11,745
ISSUET AEDL.. .o 963 981 1,103 931
IsSsuer net debt.......c.coviniiiiii 950 901 1,097 925
Group debt......... 13,427 13,365 13,671 13,396
Group netdebt.......c.cooiiii 13,097 12,785 13,005 12,670
Heathrow RAB.......ccii i e 15,323 14,911 15,237 14,921
SEeNIor RAR . ... 67.9% 68.3% 66.7% 67.5%
JUNIOT RAR . ... e e 79.3% 79.7% 78.2% 78.7%
Group RAR . ... 85.5% 85.7% 85.4% 84.9%
SENIONICR. .. N/A N/A 3.12x 2.90x

JUNIOF ICR ...t e e N/A N/A 2.50x 2.36x

GroUP ICR ...t e N/A N/A 2.25x 2.12x

Notes

1. Debt figures are determined using nominal debtiaclude index-linked accretion.

Key operating statistics

Three months ende

31 March Year ended 31 December
2017 2016 2016 2015
(unaudited) (unaudited)
Number of
PASSENUEIS . ..u ittt 17.2m 16.8m 75.7m 75
Aeronautical income per passenger..........cccoveveeeeenn.. £22.67 23.%7 £22.45 £22.6
Net retail income per passenger........c.ovvveeeieeveneennnnn. £8.62 8.18 £8.09 £7.5

Om

SEEEES
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USE OF PROCEEDS

The net proceeds of the issue of the Notes areceeg#o be used to repay existing indebtednedseoGtroup and/or its
holding companies, in particular, when combinechwiew term loans of up to £100 million raised atlAhance 2
Limited (“ADIF2"), a holding company of the Group, to repay £31llion in existing term loans at ADIF2.

As at 31 March 2017, gross debt at the Issuer W&8 fnillion, equivalent to 6.3 per cent. of HeathiORAB at that
date. The issuance of the Notes together withxtpeated use of proceeds outlined above, and thectegh drawing of
£75 million of term loans at the Issuer, will resal the amount of gross debt at the Issuer bepmaximately £1.313
billion (or 8.3 per cent. of Heathrow's forecast RAt the time) by the end of 2017.
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CAPITALISATION

The following table sets out the actual consolidatash and cash equivalents and debt of the Iss&Bdr March 2017
(as included within the Issuer's consolidated staté of financial position on that date). The bwirms of the
Security Parent and its subsidiaries exclude tihermtare between the Issuer and the Security Panehits associated
interest accruals, which are eliminated on conatilidh.

Accounting valu
(£ millions)

CUrrent DOITOWINGS — ISSUEBT ...uuuiiiiieeeiiieeeeeeeeiiie e e e e e e eeeeaeees 3
Current borrowing— Security Parent and subsidia ............ccccooviiiieiiiiiiiinnnnnnnn, 83¢
Total CUITENt DOITOWING S.vvvvuiiiieie e a e e 83¢

Non-current borrowings — Issuer

[270] Lo ST 51C
[0 Y= 1 1 44¢
B o] = U= A E1 T T 95¢

Non-current borrowings — Security Parent and sudnses

BONA: ... e 10,81°
[ 1= 1 o PP UPP PP 1,11¢
Total at Security Parent and subSidia............coovvvviviiiiiiiiiiiii e 11,93.
Total non-current borrowings 12,89(
e 1211 [T o) ST TP PP PPPPPPPPP 13,72¢
Cash and CaseqUIVAIENT® ...........uuiiiiiii e (330
TOtAl NEE DT ...ttt 13,39¢

* Cash and cash equivalents include a further #2#l%n in term deposits.
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BUSINESS

OVERVIEW OF HEATHROW AIRPORT
Heathrow Airport

London is the world's leading global financial aenand a leading worldwide centre of commerce. ésdon’s largest
airport, and its only international hub, Heathrowpdrt is a critical infrastructure asset not ofdy the UK but for
global finance and commerce.

Heathrow Airport is Europe’s busiest and the warldeventh busiest airport in terms of total passendgn 2016
Heathrow Airport handled a record 75.7 million masgers. Heathrow Airport is the primary airporiisndon, which
is the world’s largest origin and destination awtmarket with over 160 million passengers tramgllto and from
London annually (Source: CAA Airport Statistics 2016). Heathrow Airport handles approximately &4 pent. (in
terms of seats) of all the UK’s scheduled long-haiultraffic (Source: IATA Airport IS schedule f@&016) and its
critical role in the global aviation industry isderlined by the fact that five of the top ten istatinental long-haul
routes globally pass through Heathrow Airport (3eutATA Airport IS schedule for 2016).

Heathrow Airport hosts most of the world’s majoteimational airlines and is the worldwide hub oftBh Airways

and the main European hub of the oneworld airlitierece. It also hosts the other two principal ingl alliances of
SkyTeam and Star Alliance. In 2016, British Airwaacounted for approximately 52 per cent. of HeathAirport's

ATMs, oneworld 60 per cent. and Star AlliancepE8 cent. (Source: Heathrow).

Heathrow Airport is served by two parallel runwaykich together have maximum permitted ATMs of 480,@er
year. In 2016, Heathrow Airport operated at 98.6qaat. of this limit.

Heathrow Airport provides a wide range of passersggvices, including passenger-handling facilities, parking,
shops, bars and restaurants. Heathrow Airportrisedeby extensive bus services, London Undergraandices and
the dedicated Heathrow Express rail service tofaomd London Paddington Station.

The Group has invested approximately £11 billicensforming Heathrow Airport since 2006, culminatimgthe
opening of Terminal 5 in 2008 and Terminal 2: Thee€n’s Terminal in June 2014. Each of Heathrow éki'p four
operational terminals is either new or recentlyreished. In 2016, the Group invested £674 mill{@015: £627
million). In 2016, Terminal 2 handled 16.5 milligassengers (2015: 16.7 million) and Terminal 5 feth@1.9 million
passengers (2015: 33.1 million). Terminal 5 wasrédea the World's Best Airport Terminal by Skytraar ffive
consecutive years up to and including 2016. Heatl#ioport was named “Best Airport in Western Eurbpg Skytrax
for the third time in 2017 and awarded ACI Eurof@est Airport Award for the third time in 2016.

In recent years, the Group has maintained a stfongs on operational performance, improving thespager
experience and investing in new and upgraded figsiliAs a result, Heathrow Airport has risen todmee one of the
top performing major European hub airport in terafsoverall passenger satisfaction. In 2016, 84 qemt. of
passengers rated their Heathrow Airport experiesoeither “very good” or “excellent’- recognisittetimprovements
delivered, including the opening of Terminal 5 draminal 2: The Queen’s Terminal (2015: 81 per gent

The Group generated revenues of £2,807 million Adpisted EBITDA of £1,682 million for the year erttd81
December 2016.
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General Description of Heathrow Airpoft

opened il..eeeiieeeeiiiieieiiiiiiiis 194¢
(oo 1110 ] U 15 miles west of Central Lond
Number of runway.................. 2 (currently operategenerallyunder segregated mo
Runway length (metre ............ Northern: 3,902; Southern: 3,¢
Number of termina®@............... 4
Total land are.............cvvnnn, 1,227 hectare
RAB as at 31 March 207 £15,323 million

Passenger and Air Transport Movement statistics
as at or for the year ended 31 December 2016

International/domest passenge..................... 94 per cer. (long haul: 5. per cen.; European4?2 per cer.)/
domestic: 6 per cent.

Business/leisui passenger®....................... 34 per cer./66 per cer.
Full-cos carrierylow-cost carrier ®................ 98 per cer./2 per cer.
AITINES ... 81 (main airlines: British Airways and Virgin Atlant

Airways)
Destinations. .. ......oveiieiiiei e 194
Air transport movement allowed annué capacity 480,00(
Air transport movements..........occovveveeneeennnn. 473,23.
PasSengel......ccvviii i 75.7million

Source: Heathrow.

(1) Except as otherwise indicated, data as at 3eMBber 2016.

(2) The new Heathrow Terminal 2 opened in June 201dithe use of Terminal 1 closed in June 2015.
(3) Source: Heathrow (SP) Limited results, threethe ended 31 March 2017.

(4) Source: Passenger Profiler (survey of depgufieissengers)

(5) Source: Heathrow
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REVENUE GENERATION AND ECONOMIC REGULATION

Overview

Heathrow Airport is subject to economic regulatipnthe CAA. The regulatory system is designed lmahirports to
generate revenues which are sufficient to finahed toperating and capital expenditure requiremants provide a
regulated rate of return on their RAB. The CAA gatise caps on the charges Heathrow can levy dinesdrfor using
the airport’s facilities. The caps take into acdolieathrow's forecast revenues (both aeronauticel mon-
aeronautical) and costs as well as allowing regoeércapital costs and a return on capital. Detailthe regulatory
regime and how the CAA determines price caps drewen “Airport Regulatiofi.

Heathrow generates two primary types of incomeorsaartical income, which is generated from feesgbdito airlines
for use of the airport’s facilities, and non-aenatnzal income from a variety of sources. The cheatow shows the
breakdown of the £2,807 million total revenue oftfeow by source for 2016.

Other, 18%

Aeronautical, 60%

Retail, 22%

Aeronautical income

Aeronautical income reflects the charges leviedbgthrow on the airport’s airline customers. Thesarges (tariffs)
cannot exceed the regulated maximum allowable yieldhassenger.

The tariff structure through which the aeronautinabme is recovered from airlines includes threg dlements:
Passenger fees

. Fees per passenger are based on the numbersehgass on board an aircraft, and are levied ipetsof all
departing passengers. There is no charge in respecw members working on flights.

. Three levels of charge based on route area: danésuropean and rest of world. Transfer and Titans
passengers benefit from a discount.

Landing charges

. Landing charges are levied for substantially alcraft (with certain diplomatic and other flightsing
exempted). These are calculated in accordancethéthertified maximum take-off weight of the airftrand are
banded into categories for aircraft weighing ldszntand those weighing more than sixteen tonneghwh
includes nearly all commercial aircraft. These glearare adjusted, where applicable, in accordaitbeeach
aircraft’s noise-rating, its emissions and the tiohday, with landing charges at Heathrow Airpagiriy higher
during peak traffic times than off-peak traffic #s
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Parking charges

. Aircraft parking charges are levied for each liGute slot after 30 minutes (for narrow bodied @f) and 90
minutes (for wide bodied aircraft).

The CAA stipulates that the airport must charge-passenger flights at the same rates as passdighgs.fThese
flights incur the minimum departure charge whiclplegs when the departing passenger charge fallewbdhis
minimum level.

Heathrow Airport hosts most of the world’s majoteimational airlines and is the worldwide hub oftBh Airways

and the main European hub of the oneworld airlitierece. It also hosts the other two principal il alliances of
SkyTeam and Star Alliance. In 2016, British Airwaaacounted for approximately 52 per cent. of HeathAirport's

ATMs, oneworld 60 per cent. and Star AlliancepE8 cent (Source: Heathrow).

The chart below represents the total aeronauticaé for Heathrow Airport by airline for 2016:

Other, 41%

British Airways,

44%

Lufthansa, 3%
Virgin Atlantic,
Amen'can/ 79
Airlines, 3% Upjted Airlines,
3%
Source: Heathrow.
(1) Excludes other charges, related primarilyh provision of fixed electrical ground power amd-ponditioned air to aircraft.

Non-aeronautical income

Heathrow generates non-aeronautical income froariaty of sources. These include:

. concession fees from retail operators;

. direct income from car parks, advertising reveane VIP products;

. the rental of airport premises such as airtrangars, warehouses, cargo storage facilitiesitemance
facilities, offices and airline lounges;

. the provision of facilities such as baggage hagdind passenger check-in; and

. fare revenue from the operation of the HeathroywrEss rail service.

THE GROUP AND ITS OWNERSHIP

The Group is indirectly owned by investment vetsatentrolled or managed by Ferrovial S.A. (25.00qeat.), Qatar
Holding LLC (20.00 per cent.), Caisse de dépotiatement du Québec (12.62 per cent.), the Governafi&@ingapore
Investment Corporation (11.20 per cent.), Alindgpi@a Partners (11.18 per cent.), China Investrm@otporation
(10.00 per cent.) and Universities Superannuatione@e (10.00 per cent.). The Group companies alieeat

subsidiaries of LHR Airports. LHR Airports is ité@ subsidiary of Heathrow Airport Holdings.
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KEY STRENGTHS

Heathrow Airport has a strong position in the SouthEast of England, one of the world’s busiest air tffic
markets and a market with growing demand for air travel.

. Airports are critical to domestic and internatibtravel, trade and communication. London, aswioeld’s
leading financial and commercial centre, drivesidigant global business travel into and out of thgion.

. Demand to fly to and from London is 15 per cdngher than any other city in the world (Sourcérparts
Commission Final Report, July 2015).

. In 2015, the UK was ranked eighth globally il thternational tourist arrivals league and fifth international
tourism receipts (Source: World Tourism Organizatio

. As London'’s largest airport, and its only interaaal hub, Heathrow Airport is a critical infrastture asset not
only for the UK but for global finance and commerce

. Aviation has demonstrated resilience as a long-growth industry. Over the period of 2006 to 20d&ssenger
traffic through Heathrow Airport increased at a pound annual rate of 1.2 per cent. despite thetsfigf the
major economic downturn in 2008 and 2009 (Souraeathtow). Growth in air travel in the South East of
England is expected to continue. Heathrow Airpodoants for approximately half of total passengaffit in
Greater London, with passenger traffic through fihe major airports in the Greater London area\atr d.60
million passengers in 2016 (Source: CAA AirporttBtics for 2016).

. The scale of infrastructure and geographical irequents necessary to develop a competing airpoxtige for
very high barriers to entry. These barriers toyeane even more marked for hub airports such ashirtma
Airport.

Heathrow Airport has a unique scale, market positia and resilience in passenger traffic.
. Heathrow Airport is Europe’s busiest airport déind world’s seventh busiest in terms of total pagees.

. Heathrow Airport enjoys a unique market positiothe UK, being the country’s only hub airport ating as
the gateway to approximately 74 per cent. (in teohseats) of all the UK’s scheduled long-haul teéffic
(Source: IATA Airport IS schedules for 2016).

. Heathrow is the largest UK port by value. Heathidays a critical role in the UK’s internationaadle, being
the largest UK port by value and handling over 80 gent. by value of all UK exports outside the dpaan
Union (Source: UK Trade Info, Heathrow). In 201&4Lmillion tonnes of cargo passed through theoairp

. Over half of Heathrow Airport’s passengers are-iK resident and it has an even split betweennass,
visiting friends and family and leisure traffic. fuer, it has a balanced mix of European, North Acae and
other long haul traffic. As a result, there is eajer diversity of economic and demographic faciffecting the
airport’s passenger demand compared to other UKrdacdhational airports.

. A substantial proportion of Heathrow Airport’sgsgnger traffic is long haul, with 96 long haul tdegions
currently served from Heathrow Airport (Source: theaw). Heathrow Airport has also been operatimagelto
its permitted capacity for a number of years réifitercairline demand to use the airport.

Regulation provides cash flow visibility and mitigdes market risk.

. Heathrow is subject to price regulation by theACAhis involves the CAA setting caps every fivaggon the
amount that Heathrow can charge airlines for usisdacilities. The price caps are set taking iatwount
forecast passenger traffic, operating costs andrattvenues for Heathrow as well as allowing reco#
capital costs and a return on capital. In makiaglétermination, the CAA takes into account thealdtistoric
experience of Heathrow which materially mitigatee tmarket risk faced by Heathrow. This price sgttin
mechanism provides significant income predictapgitd cash flow visibility within each regulatorgnod as
well as protection against longer term cost anémee risks.

Proven resilience to market trends, shocks and ecomic downturns.

. Heathrow Airport has been resilient to economowigturns and other changes in the air travel masleh as
wars, acts of terrorism and the threat of pandéliniesses. In recent years, demand for air travéhe UK has
tended to return relatively quickly to historic & following external shocks. The graph below shahat
demand shocks in the UK, such as oil crises in E3i#B1979, the first Gulf war in 1990, the terrbaitacks of
11 September 2001, the global financial crisigsaheight in 2008 and 2009 and the closure of UKpaice in
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2010, have been followed by periods of renewed tirdwinging passenger numbers back to the pre-shock
trend.

Heathrow has consistently demonstrated operationaxcellence

Heathrow has proven track record of operatingectio its permitted capacity for a number of yedetivering
large scale construction projects on time and algbuand consistently improving customers’ sattgfac

Evolution of passenger traffic at Heathrow
(1970-2016)
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Source: Heathrow.

Heathrow benefits from diversified income sourcesrad serves a variety of market segments.

Heathrow earns income from a variety of sourceduding charges to airlines, concession fees fretailroperators,
income from car parks, advertising revenue, theéateof airport premises such as aircraft hangaasg@ storage
facilities, maintenance facilities and offices, thevision of facilities and services such as bagghandling and
passenger check-in and the Heathrow Express raitee

Heathrow Airport serves a diversified range of ma@lines. It is home to British Airways and VirgiAtlantic

Airways and also sizeable operations for many néhalines, particularly from Europe, North Amerjcdhe Middle

East and Asia. Heathrow Airport's main customer amlihe alliance represent a smaller proportiommérations than
other European hub airports.

Heathrow Airport serves a range of market segmémttyding business and leisure travellers, origi destination
and transfer passengers and long and short haelstou

HEATHROW’'S STRATEGY

The Group’s strategy is focused on developing HeattAirport's position from one of the best airgom Europe to
one of the best airports in the world.

To support and develop Heathrow Airport’s role dsuf, the Group will continue enabling the sucaafsthe major
network airlines operating at Heathrow Airport byeésting in further capacity, operational flexityiland resilience at
sustainable charges for airline customers.

For both local and transfer passengers, Heathrapo#tiis working continuously to make every jourrmtter through
improved service standards to ensure it remainsepaers’ preferred airport. Improving the passemgeerience is
supported by ongoing investment in modern airpeilifies and operating processes.
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The Group has four strategic priorities to helpwdlits strategy:

* Mojo: making Heathrow a great place to work, helpisgiople fulfil their potential and working togethe
lead change across the airport.

« Transforming customer service aiming to deliver the world’s best passenger gerpee through working
with the Heathrow Airport community to transfornetkervice it gives to passengers and airlines.

» Beating the plan aiming to beat the Q6 business plan and delivewnapetitive return by growing revenue,
reducing costs and delivering investments effidient

» Sustainable growth working to operate and grow Heathrow Airport airsably, now and in the future.

THE ROLE OF HEATHROW

Heathrow co-ordinates the activities of the numsrotganisations involved in the provision of aitpservices to
passengers, airlines and other airport users whathde:

. providing passengers, airlines and other semiogiders with the infrastructure and facilitiesi¢e as check-in
desks, concourses, Gate rooms, baggage handliiea@and office facilities) needed to optimispenations
and maximise passenger and flight traffic withifstrg capacity constraints;

. implementing, under government supervision, r@ingport security measures, including passengebaggage
inspections. The UK Government has the power t@ gimy airport operator “such directions of a genera
character as appear to the Secretary of Statenedessary or expedient in the interests of ndtsswurity or of
relations with a country or territory outside thiJ

. developing commercial areas (such as shops,urestis and car parks) and determining the optimaland
location of retail services;

. maintaining and developing airport infrastructtoeneet evolving airline and passenger demands;
. ensuring that Heathrow Airport is served by appiaie and adequate ground transport services;
. maximising capacity at Heathrow Airport and sejtairport capacity constraints in consultatiorhWWATS, the

airlines and ACL which allocates take-off and lamgslots; and

. assigning airlines to terminals in consultatiathvhe airlines, ACL and NATS.

HEATHROW AIRPORT'S INFRASTRUCTURE, FACILITIES AND A CCESS
Overview

Heathrow Airport commenced operations as Londorriacjpal commercial airport in 1946. The airporfisst
permanent terminal opened in 1955 and the substagrtiwth in demand for air transport throughowt #960s and
1970s saw much of the core infrastructure at HeathAirport's Central Terminal Area developed, irdig the
opening of what is now Terminal 3 in 1961 and Terhil in 1968 and the construction of car park&lipuransport
and other operational and administration facilitiesrminal 4 was added in 1986.

In 2008, Terminal 5 opened on the western sidéefairport. The terminal has transformed passegx@grience and
also operational performance. The main building @sdSatellites are positioned perpendicular to thveways, to

maximise the efficient use of land on the airpddijivering operationally efficient taxiway and ruayhold processes
for the benefit of the whole campus. As well aswéeing passenger, airline and airport benefitténawn right, the

additional terminal capacity created by Termingbrbvided the space to allow Heathrow to begin rating and

rebuilding its other terminals. Terminal 5 was ndrttee World's Best Airport Terminal by Skytrax fiiwve successive
years up to and including 2016.

The first key phase in transforming Heathrow's &xi terminals was the construction of a new Teahia The
original Terminal 2 was closed in late 2009 withmadition of the old terminal infrastructure enalgliconstruction of
the new terminal to commence in mid-2010. In JuB&42 the £2.5 billion investment was opened on tand on
budget and attained a high safety record during¢imstruction phase.

The original Terminal 2, opened by Her Majesty @ugeen in 1955, was Heathrow's first permanent texhand was
designed to deal with 1.2 million passengers a.yEae new terminal has the capacity to cater fotau@0 million

passengers a year. Airlines and passengers bepoafitn £2.5 billion investment in state of thefadilities that include
main terminal and Satellite buildings, a multi-sipshort-stay car park and an energy centre supgdhte Terminal 2
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campus and the wider airport. The terminal andIBetéuildings include 24 aircraft stands of whighstands are
capable of handling the increasing number of A3B@ &t operating at Heathrow Airport.

The terminal is home to all 24 Star Alliance meméilines operating at Heathrow Airport togethethwher Lingus,
Germanwings, Eurowings and Icelandair. For the ®t#iance airlines, it provides the opportunity mhance
efficiencies through use of common facilities, @sges and personnel. It also enhances the scogeder commercial
co-operation between alliance members by, for exangapitalising on competitive minimum connectigmes to
attract greater volumes of transfer passengersh Botse features will further strengthen Heathrowpdtt's

competitive position.

Heathrow Airport’s terminal capacity is currenttienated to be 85 million passengers per year.

In parallel with the work on Heathrow's terminalsignificant investment continues in Heathrow's teaggy
infrastructure. The underground automated baggagtera between Terminal 3 and Terminal 5 is nowyfull
operational, and the Terminal 3 integrated baggggim started operating in March 2015 and wag &gerational in
April 2016.

Runways

Heathrow Airport’s two parallel runways generalfyeoate in “segregated mode”, with arriving aircedfbcated to one
runway and departing aircraft to the other. To gaite noise impact to residents living below therapgh and
departure routes, the allocation of runways tovargi and departing aircraft is normally swappeéiund 3:00 p.m.
each day or as weather conditions necessitate.

The airport is permitted to schedule up to 480,800/s per year and in 2016 Heathrow Airport operaaée®8.6 per
cent. of this limit.

Retail Facilities

Heathrow Airport has a total of approximately 5&6&tjuare metres of retail space served by over&dl clients
operating almost 480 retail outlets. Terminal S5thwover 16,900 square metres of retail space, hpfisantly
increased the airport’s overall retail portfolioeddhrow Airport owns over 22,000 public car parlkcgs that are
available to travellers and the general public.t&tminals at Heathrow Airport are served by catakoperators. The
terminals and their approaches provide advertispage, which yields further income.

Access to Heathrow Airport

Heathrow Airport’'s extensive ground transport lirfesilitate access to the airport for passengergyatransporters
and airport personnel:

. Heathrow Airport is located just off the M4 mot@y, linking London and the west of England, andidan’s
orbital motorway, the M25.

. Heathrow Express offers a frequent non-stopseiVice to and from London Paddington Station. Bhivice is
supplemented by the Heathrow Connect “stoppinga@twhich provides local access to the airporivali as
connections with train services on the main rag Ibetween London and the west of England.

. Additional direct rail connections to Heathrowrpart are expected in the future following the etpd
commencement of Crossrail services between Paddiregid Heathrow Airport from May 2018, and between
central London and Heathrow Airport from Decemb@t 2

. In addition, the UK Government has confirmedsitpport for a rail link between Heathrow Airponidathe west
of England on the Great Western Main Line foredasttompletion by 2024 and the proposed high-speédd
link between London and Birmingham (with a connattio Heathrow Airport) that is currently schedutede
operational by 2026.

. The London Underground Piccadilly Line has staiserving each of the terminals at Heathrow Airpor

. Heathrow Airport has one of the busiest coackicsta in the UK. Long distance coach services dperéy
National Express provide fast services from HeathParport to various parts of the UK, including Varia
Coach Station in Central London. Many of the |dma$ services in the nearby London suburbs alsdatine
airport.
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Capital investment at Heathrow Airport

The capital investment programme at Heathrow Atrmdrapproximately £11 billion since 2006 has tfansed
Heathrow Airport’s infrastructure, positioning trangly to continue its role as one of the leadjhgpal hub airports
for the benefit of the whole of the UK in the comidecades.

The extension of Heathrow's current regulatory getfdy one year to 31 December 2019, rolling overdirrent price
control of RPI-1.5 per cent. for the additional yégee “Airport Regulation—Principles of Economic Regjidn—Q6
Extension and H7”)s primarily intended to provide the CAA and otlstaikeholders sufficient time to understand the
impact of an expanded Heathrow Airport and devel@pherent business plan for an expanded HeathngerA

Capital expenditure for the Q6 regulatory pericohfrl April 2014 to 31 December 2018 is currentlsefast to be
£2.9 billion in 2011/2012 prices. The proposed wdpxpenditure related to the one year extensioé is under
review with the airline community. The capital istment plan is subject to approval of individuabjpects and the
corresponding business cases. The capital prograsmemarily focused on maintenance and compliaretated

projects, together with sustaining and improving plassenger experience. The capital plan for thedmcludes a £1
billion programme of asset management projects andulti-million project to implement latest genévat hold

baggage screening equipment to comply with EU tlires. Capital spend in 2017 is forecast to behim region of
£775 million.

TRAFFIC
Historic Trends in Heathrow Airport’s Passenger Tific

Heathrow Airport has seen passenger traffic groer dlie last 10 years. Historic trends in passetrgéfic and Air
Transport Movements between 2006 and 2016 araisbetow.

Number of Passengers and ATMs, Heathrow Airport

Year ended 31 December

Percentage Number of Percentage

Growth on Air Growth on

Number of Previous Transport Previous

Passengers Year) Movements Year®

(millions) (%) (thousands %

2006......cciiiii 67.3 (0.5) 470.8 (0.3)
2007 .. 67.9 0.8 475.7 1.0
2008....cciiii 66.9 (1.4) 473.1 (0.5)
2009.... 65.9 (1.5) 460.0 (2.8)
2010, . 65.7 (0.2) 449.2 (2.3)
2000 69.4 55 476.2 6.0
2012, 70.0 0.9 471.3 (1.0)
2003, 72.3 3.4 469.6 (0.4)
2014, 73.4 1.4 470.7 0.2
2005, 75.0 2.2 472.1 0.3
2006, . 75.7 1.0 473.2 0.2
Compound Annual Growth Rate, 2(-201¢ 1.2 0.1

Source: Heathrow.

(1) Percentage growth on previous year and compauandal growth rate is based on unrounded passandehTM numbers.

Over the period from 2006 to 2016, traffic at Heath Airport increased by approximately 12 per cém5.7 million
passengers in 2016, an annual compound rate get.@nt. Heathrow Airport has generally been dpegalose to its
limit of 480,000 Air Transport Movements per annfon the last 15 years, operating at 98.6 per aghits limit in

2016. As a result, overall passenger growth ataih@ort is generally dependent on factors suchaegel aircraft,
increases in the number of seats available forcpdait types of aircraft and higher load factors.
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In recent years, these factors have all contribtdedeliver growth in passenger traffic. For examphe average seats
per passenger aircraft have increased from 19720&P to 211.5 in 2016. As a result, passengefidrgfowth
averaged 2.0 per cent. per annum between 2012 @h@, 2 period during which Heathrow has achieveg fi
consecutive years of record traffic. Specific drévef the increase in seats per aircraft have dedu

» the introduction by British Airways of larger aiadt to operate the slots it acquired through theclpase of
bmi in 2012, which particularly underpinned Heathsotraffic growth in 2013;

» theincrease in utilisation of the A380 aircrafirfr around 351 ATMs per month in early 2011 to acbly520
per month currently; and

« a programme by British Airways to introduce new gfation seating on its short haul fleet that hasbled it
to increase the number of seats on its short hiacda#t fleet, which particularly underpinned HeaiWw's
traffic growth in 2015.

In the five years prior to 2012, prior to the reicpariod of more robust growth, Heathrow's traffieclined modestly
particularly reflecting the impact of the globatdncial crisis in 2008 and 2009. Its passengefidraéclined only 1.4

per cent. to 66.9 million in 2008 (from 2007) and per cent. to 65.9 million in 2009 (from 2008)dasaw a

cumulative reduction in rolling annual traffic fropeak to trough in this period of 3.4 per cent.sTlas amongst the
most resilient performances of major airports imdpe and North America, thought to be influencedtrge factors

namely Heathrow Airport operating at full capacitg,high exposure to long haul traffic (the fagisswing segment of
the global aviation market) and the countercycliagture of Transfer traffic.

In 2010, reported traffic declined a further 0.2 pent. (compared to 2009) due to disruption fromuanber of
exceptional events including closure of UK and pean airspace in April due to ash from an Icelandicano. The
impact of these events was estimated at a losp tf 2.4 million passengers, resulting in undedyiraffic growth of
3.4 per cent. in 2010.

Over the last ten years there has also been arshiftffic at Heathrow Airport towards long haolutes with long haul
traffic increasing 20 per cent. from 32.8 millioagsengers in 2006 to 39.3 million passengers i6.2Bdropean and
domestic UK traffic was just 5 per cent. highetheg end of this period with its share of Heathroinpart's total traffic
declining from 50 per cent. of total traffic in 20@ 47 per cent. in 2016.

CUSTOMERS

Overview

The following table provides traffic details of thein airline customers at Heathrow Airport andoaautical income
for the 12 months ended 31 December 2016:

Main Airline Customers for Heathrow

Year ended 31 December 2016
Percentage of
Air transport | Aeronautical aeronautical
Passengers movements income incomée?)
(millions) | (thousands) (£ millions (%
British Airways.......ccccooeevieie e v, 37.2 248.4 771.% 45
Virgin Atlantic Airways..........cccveervnvevmmmeess 3.4 15.6 87.¢ 5
LUfthanSa.....ueeeeiieeieicie e 2.8 24.2 62.1 4
American AIrliNES.........veeviieeeiiieeee e 2.7 12.8 62.1 4
ACT LINQUS....ocoiiiiiie it 2.0 15.4 41.C 2
Source: Heathrow.
2) Rounded to nearest per cent. and excludes afienges, related primarily to the provision ofefixelectrical ground power and pre-

conditioned air to aircraft.

The largest airline customer at Heathrow AirpomBigish Airways, which has its global hub thereitBh Airways is a
full-service airline operating a network of intentimental, European and domestic services. Braistvays operates to
all regions including key global cities. Internatéd Airlines Group owns British Airways, Iberia, Atingus and
Vueling, which all operate at Heathrow Airport. i@ from these airlines in 2016 totalled 39.9 noil passengers
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(2015: 39.3 million). British Airways and Iberiagacurrently the sole airline occupants at Termfafieathrow has an
agreed joint framework with British Airways for fue cooperation.

The second largest airline customer at Heathrowdkiris Virgin Atlantic Airways which operates miutfass flights
to long haul destinations from Heathrow Airporterhinal 3.

Lufthansa Group owns Lufthansa, Austrian Airlin8syiss Airlines, Brussels Airlines, Germanwings dhgdowings
which all operate at Heathrow Airport and traffiorh these airlines in 2016 totalled 4.2 million gesgers (2015: 4.1
million).

Air Service Agreements and Open Skies

The rights of airlines to operate to and from HeathAirport are subject to bilateral air serviceemments between
the UK and other countries (which fall under thebuefia of the 1944 Convention on International CAwiation), and
multilateral agreements (such as the Open Skie=eaggnt between the European Community, its 28 Mei@tmes
and the United States which came into effect omMa@ch 2008, and liberalised air services betweenBb Member
States and the United States (tpen Skies Agreemeri)), which permits any airline in the EU to fly &my point in
the US and vice-versa. As a result of these aWiceagreements, a greater number of airlines havess to Heathrow
Airport.

OTHER OPERATIONS
Cargo and Mail Carriers

Heathrow Airport handles cargo and mail traffihaligh this forms a small part of Air Transport Maments. The bulk
of cargo and mail at the airport is carried in thego holds of passenger flights rather than bycdéed cargo flights.
There were 2,467 all-cargo Air Transport Movemaettsleathrow Airport in 2016 (2015: 2,396) (Sourdeathrow).

Cargo and mail carriers are responsible for hagdtierchandise and packages at Heathrow Airpottydimg delivery
to cargo warehouses, customs procedures and atearaincraft loading and unloading, sorting anchgpert to the
final destination.

ROLE OF GOVERNMENT SERVICES AND AGENCIES IN AIRPORT OPERATIONS

The UK Government is responsible for a number séetal services at Heathrow Airport, which it diarmges through
governmental and non-governmental agencies, notably

» Security operations: The UK Government is respdasfbr setting aviation security regulations, issue
directions to airport operators, airlines and caogerators and monitors compliance with these tiores
through a programme of regular inspections andtisudi

« Public order and policing services: Policing operst at Heathrow Airport are the responsibility the
Metropolitan Police Authority which is paid to pide these services. These public safety servicesldtbe
distinguished from security operations, which aesighed to prevent illicit acts that risk endanygrthe
security of aircraft and passengers; and

» Border controls: The UK Home Office’s Border Fois@esponsible for the control of persons and goods

Air traffic control, including aerodrome navigati@ervices, are provided by NATS, a privately healditg which is
responsible for the arrival and departure of aftdmand from the aircraft parking areas at HeathAirport. NATS
also works closely with Heathrow and airlines itedmining the declaration of scheduling capacity.

SUPPLIERS
The Heathrow Airport Holdings Group works with nunmgs external suppliers for the delivery of sersicelating to

the day-to-day operation of the airport, as wellaghe construction of capital projects.
Utilities

The electrical power distribution infrastructureHgathrow Airport is owned, managed, maintained éextloped by
UK Power Networks Services Limited under a contthat expires in 2083. Arrangements are in pladch %iON for
the supply of electricity and gas, with Affinity W for the supply of water and with Thames Watersewerage and
trade effluent services.
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IT

A majority of IT services for Heathrow Airport aceirrently outsourced to be managed by Capgeminpldkunder a
contract that commenced in 2011. The Group is ntlgrelanning the future of IT services for HeathrAirport. SITA
Networking UK Limited was appointed in January 2@d provide certain network and telecommunicatiesrvices.

Baggage

Baggage system operation and maintenance seracésehthrow Airport are provided by Babcock Airgottimited
under a framework contract that commenced in 26431 initial term of 5 years which may be extentga further 2
years.

Other services

There are a large number of services requirednferoperation of Heathrow Airport which are arrangada separate
basis with external suppliers, including securigregning, ground handling, terminal cleaning andseager
transportation services.

COMPETITION

Heathrow Airport competes for Transfer traffic witte other major European hub airports such as Rrarles de
Gaulle, Amsterdam Schiphol, Frankfurt and Madridagas. The airport also faces increasing competfio Transfer
traffic from hub airports in the Middle East, suahDubai, Istanbul and Doha.

To a more limited extent, there is some competifiom London Gatwick Airport, London Stansted Airpd_ondon
Luton Airport, London Southend Airport and LondoityQAirport in the air travel market in the Soutla$ of England
and other forms of travel (including the Eurostayhkspeed train service connecting London with 8russels and a
variety of other European cities).

EXPANSION OF HEATHROW AIRPORT

On 25 October 2016, the UK Government announcede¢ssion to support the expansion of Heathrow étirpThe
UK Government’s decision follows the clear and umsius recommendation of the Airports Commissionloduly
2015, following nearly three years of consultatiemidence gathering and analysis. While the detailesign of an
expanded Heathrow Airport is subject to engagenaewt public consultation through the planning andseating
process with Heathrow Airport’s airline and localmunity, the proposed expansion of Heathrow Airpoexpected
to include the construction of a new runway nortbstvof Heathrow Airport (theNorth West Runway”), related
enabling infrastructure and new taxiway systemsdditional main terminal and Satellite buildingi@nated baggage
facilities and passenger track transit for easenoffement around Heathrow Airport (together thidorth West
Runway Schemé). The North West Runway Scheme is expected tolireza significant programme of acquisition of
residential and commercial property in the arefanfl adjacent to the existing perimeter of Heathfdawport, to be
acquired to develop much of the expected additiomfehstructure and facilities required as parthe North West
Runway Scheme. Expansion of Heathrow Airport iseex@d to enable at least an additional 260,000 Apétsyear to
operate at Heathrow Airport, taking total ATMs @p740,000 per year. This could in turn result ia thtal passenger
numbers increasing to approximately 130 million year over time.

The UK Government has made it clear that the exparef Heathrow Airport will only be allowed to preed on the
basis of Heathrow offering a “world class packafjeampensation and mitigation worth up to £2.6idnil] including
community support, insulation, and respite fromsebto balance expansion.

Heathrow is committed to implementing various measuincluding property compensation and environaient
mitigation proposals that Heathrow had alreadyioedl in its proposals during the Airports Commissprocess and
thereafter, including on 11 May 2016 when Heathammounced it will meet and, in most cases, exdeedonditions
set out in the Airports Commission’s recommendatmrthe expansion of Heathrow Airport.

On 29 September 2016, Heathrow announced planshvere subject to consultation and express polippart to
connect UK regions to growth quicker, including posals for up to 25,000 more ATMs per year from 202
Heathrow Airport’s existing runways, while the NoMVest Runway is being built. It is expected tihés early release
of capacity will require early delivery of noisetigation measures.

National Policy Statement and Development Consentr@er process

The Planning Act 2008 (thé*tanning Act”) provides for the Secretary of State to desigmatational policy statement
to set out national policy in relation to one orrmtypes of development, that meet a certain tiofdsind are therefore
considered ‘nationally significant’, such as maoport development. As it meets the thresholdesein the Planning
Act, the expansion of Heathrow Airport is one aégh ‘nationally significant infrastructure projédtsNSIP”) which
can benefit from policy support in the form of atiomal policy statement. In general, a nationaligyoktatement
provides the national policy framework (that wipically include social, economic, and environméemsatters) for
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certain types of projects against which an appboator development consent to construct and opdted project will
be evaluated including strict policy tests that ariyre DCO (as defined below) application will dege comply with.

In February 2017, the UK Government published iieftdAirports National Policy Statement (thePS’) outlining its
policy for Heathrow Airport’s expansion. The publiion started a 16-week public consultation onditagt NPS that is
expected to conclude on 25 May 2017. A number pfddicy tests and requirements are being conswitedhich, as
outlined above, are largely reflected in Heathrguamns, including:

» the provision of a community compensation fundlémal communities impacted by the expansion of hieat
Airport;

» the acquisition of residential properties affectgdthe North West Runway Scheme at a 25 per ceamipm
above market value;

» the implementation of measures to mitigate noiseluding a six and a half hour ban on scheduletitrigyhts
(currently five hours) with the exact timing of than to be determined through consultation;

» the provision of extensive insulation to propert@sund Heathrow Airport suffering new or increaseise
impacts within specified levels;

» setting specific public and staff transport modarshtargets to curb impacts on traffic congestiod air quality;
and

» demonstrating the North West Runway Scheme canebeeckd in compliance with legal requirements @n a
quality.

Parliamentary scrutiny of the draft NPS, via thar@port Select Committee, has run in parallel arekpected to run
subsequent to the public consultation. A genergdtigln to be held in the UK in June 2017 means phadiamentary
scrutiny is likely to recommence in late summet{eautumn of 2017, which may delay the submissibra dinal
version of the NPS for a vote in the UK Parliamhich had originally been expected to take plaaénduthe winter
of 2017/2018. Assuming the required vote in favdlue, Secretary of State for Transport is expeaeten ‘designate’
the NPS. The designation of the final NPS can Ibjestito judicial review. The final NPS is expectedset planning
tests and standards that any DCO application mest.nin general, a designated NPS provides thenatpolicy
framework for certain types of projects againstalita planning and development decision can be nitideexpected
to incorporate social, economic and environmerities.

Following designation of the NPS, under the Plagriat, any development defined as a NSIP (suchagxpansion
of Heathrow Airport, an “airport-related developrtigmvill require consent in the form of a DCO.

Heathrow, as a promoter of an NSIP which is covérethe Planning Act, will therefore need to apfaythe grant of
a DCO to the Secretary of State for Transport. flired NPS is expected to set planning tests anudstals that any
DCO application must meet. This process also requiteathrow to follow a detailed pre-applicatiormgadure
involving extensive publicity and consultation exises. A DCO application is submitted via the Nagionfrastructure
Directorate of the Planning Inspectorate (thND”) who process the application on behalf of ther8eey of for
Transport. The Secretary of State for Transpoitagpoint an examining authority to examine puplitie application
and make a recommendation to the Secretary of,Stédu will then make a final decision on whethergrant the
DCO. The decision to grant a DCO can be subjeptdizial review. The grant of a DCO combines a g@frplanning
permission along with other separate consents medjtid construct and operate a NSIP, such as ghe of a scheme
promoter to compulsorily acquire property withire theographic area required to implement a scheimeDICO will
not include consent to make the necessary changbe tairspace and flight paths serving Heathrompéxt, which is
authorised via a separate airspace change prddesdinal application for airspace change consergxpected to be
submitted after the DCO has been granted.

Heathrow is already working actively to develop O application including preparing for an initiplblic
consultation later in 2017 on its plans for theamgion of Heathrow Airport. As part of its DCO apgption, as noted
above, Heathrow currently plans to consult on itgent plans, including the implementation of measuo mitigate
noise, including a proposed six and a half hour tmarscheduled night flights (currently five houvglth the exact
timing of the ban to be determined through contoha

In parallel with the NPS and DCO processes, sigguifi activity is currently underway on other keypexds of
expansion. These include changes to aerospace emaeafj and airline engagement. Airline engagement i
particularly focused on affordability and the scdpemeet the common aspiration to maintain Heathfdrport's
charges at the lowest possible level, which is atstsistent with the UK Government’s proposals whemnounced
support for Heathrow expansion in October 2016.
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In addition, there have been a number of, and thereexpected to be further, regulatory developmegiaited to the
expansion of Heathrow Airport. The CAA has categguli costs incurred or to be incurred by Heathrovelation to
potential future expansion into three categories:

+ Category A, these costs incurred prior to a degisipthe UK Government to support expansion, ttoests
have been incurred by Heathrow before 25 Octob#6;20

e Category B, costs incurred in connection with ti&®process; and

» Category C, pre-construction and construction costglation to expansion typically incurred follmg the
grant of a DCO.

In relation to Category A costs, the CAA has detesd that the recovery of most of these costs gjfr@irport charges
will not be permitted.

In July 2016, the CAA commenced consultation onrtégpilatory treatment of Category B costs. Heathcawently
expects that approximately £250-300 million Catgg®rcosts will be incurred primarily between 201 &020. In
December 2016 the CAA modified Heathrow's econoliciEnce to allow the annual recovery of up to £1iion of
Category B costs through airport charges.

The CAA’s policy statement on the treatment of @atg B costs above £10m was published in Febru@iy 2and
included mechanisms that allow:

0] costs in excess of £10 million per annum to be ddd¢he RAB;
(i) the regulatory cost of capital to accrue on thésconce added to the RAB;
(iii) recovery of the costs following receipt of the DGO

(iv) risk sharing under which either 105% or 85% of s@stded to the RAB will be recovered if the DCO
is granted or not granted, respectively.

In addition, the CAA will perform the usual efficiey test to allow for the recovery of any CategBryosts and
indicated that it would reconsider its policy pasiton Category B costs if they significantly exde265 million. See
‘Airport Regulation — Airport Regulation GenerayRegulatory Framework’.

In January 2017, the CAA initiated consultationitsrkey priorities and timetable for the developinefithe regulatory
framework for the expansion of Heathrow Airport andparticular, the regulatory treatment of CategGrcosts and
financing of the construction programme. The CA#eaed four key priorities to be considered whevetising the
regulatory framework:

0] the North West Runway Scheme must be designedtogie the interests of consumers by engaging with
airlines in a transparent and effective manner;

(i) cost estimates must be robust and their regulateagment must incentivise timely and efficientidaly
of the project,

(iii) Heathrow must develop proposals for efficient ficiag while the regulatory framework needs to be
consistent with efficient financing, affordabilind financeability; and

(iv) affordability and financeability principles mustmy to both existing operations and new runway and
capacity expansion.

Responses to this CAA consultation were due by 24ci2017. The CAA published updated guidancehusiness
plan expectations and outcomes for H7 in April 204 Turther consultation on the regulatory framekvi expected at
the end of June 2017.

Regarding Heathrow's current regulatory period (@®&d the next regulatory period (H7®)lease see ‘Airport
Regulation — Heathrow Price Regulation — Q6 Extemsind H7.

ENVIRONMENTAL REGULATION AND MANAGEMENT

Environmental regulation

Heathrow is subject to or influenced by variousutaion and legislation relating to environmentahttars, with
provisions related to aircraft noise, air qualibdacarbon emissions being particularly relevant.
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Aircraft noise regulation

Aircraft noise in and around UK airports is subjeat European, UK and local regulation. The EU isuasng
increasing responsibility for the regulation ofcaaft noise standards, with EU member states abligecomply with
the requirements of EU directives and incorporagrt into national legislation. The UK governmens hakey role in
setting and developing the policy framework forceift noise control, particularly at designated hikports. A range
of noise controls relating to aircraft operatioms aet out in statutory notices and published & WK Aeronautical
Information Package and elsewhere as approprisieselcontrols cover aspects such as continuousrdesgproach,
noise abatement procedures and night flight resinis.

Additional noise-related controls are a featuréheflocal planning system that often introducesipileg obligations in
section 106 agreements between airport operatatsplmning authorities. At Heathrow Airport there avarious
conditions to the planning permissions for Ternsnéland 5 that restrict aircraft operations atedét times of day
relative to the location of the activity on thefigid.

Air quality and carbon emissions regulation

Heathrow is subject to or influenced by variousutagions and legislation designed to improve aialiqyand reduce
carbon emissions. These include global agreemémdinly the UK to reduce its carbon emissions, EM taquiring
local air quality (whether from airport or othettigities) to achieve minimum standards and UK ragiahs governing
certain activities and operations, specifically tperation of Heathrow's boiler installations.

In December 2015, the Department of Environmenddrand Rural Affairs ©efra”) published a revised national air
quality action plan which outlines necessary stegwing the UK into compliance with EU law in thieortest time
possible. Local air quality monitoring stations wshthat the immediate vicinity of Heathrow is alrgadmpliant with
the nitrogen dioxide limit values. Defra’s curr@an demonstrates that areas in the vicinity ofaiigort (within 2
kilometres) will be compliant by 2020, ahead of tdverall Greater London area which is not expetiddae compliant
until 2025. Following the most recent court judgelria the Client Earth air quality case againstlitkeGovernment,
Defra launched a consultation on a revised Air @u&lan in May 2017 and expects to publish thelteof the
consultation by the end of July 2017.

Heathrow is also subject to regulation and taxatioenergy- related C{Qemissions due to the size of combustion plant
on site. The EU Emissions Trading SysteBY“ETS") defines an annually reducing free allowance datissions
from fossil fuel combustion on site, resulting in @mcreasing requirement to either reduce emisswnpurchase
additional allowances. Further, the Carbon Rednc@ommitment Energy Efficiency Scheme, requiresthtesv to
pay the UK government for each tonne of carbonideemitted from fixed asset energy use not alreaxiered by
EU ETS. In addition, the Energy Savings Opportutheme (ESOS) requires all large businesses itJkh@ot
certified to 1ISO 50001 to undertake mandatory assests looking at energy use and energy efficieppportunities at
least once every four years.

Environmental management

Sustainability and environmental management

Heathrow is committed to managing Heathrow Airporé responsible and sustainable manner seekibglémce the
positive economic and social contribution of HeathrAirport with its responsibility to minimise itsnvironmental

impact.

During the course of 2016 Heathrow built on its fRessible Heathrow 2020 programme to develop a rieategy that
delivers on the Group’s ambition to take a clead&rship role on sustainability, including a moreagtive approach
to addressing sustainability across environmestalial and economic aspects by working with theu@i®operational
partners to make the community around Heathrowdakirpne of the best places to live.

In February 2017, Heathrow launched “Heathrow 2aDhew sustainability leadership strategy whichirasgo make
Heathrow Airport a centre of excellence for theasioh industy and contains ambitious goals to redhe airport’s
and the industry’s environmental impacts while maging economic opportunities throughout the UK.

Heathrow 2.0 builds on all of Heathrow's previoustainability initiatives and:

« puts forward targets to deliver a sustainable &ifar aviation;
* includes an aspiration to make growth from the Nenth West Runway at Heathrow Airport carbon ndutra

and the use of 100 per cent. renewable electrititideathrow Airport from 2017 in a major step towvar
creating a zero-carbon airport;
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» proposes establishing an airside ultra-low emisgmme by 2025, to improve quality of life througleaner
air;

« outlines new initiatives for the benefit of locabnemunities — including a voluntary Quiet Night Clear
seeking to at least halve by 2022 the number gififti on non-disrupted days leaving late after 1dn80

* launches a “Fly Quiet and Clean” league table, fiwidl publicly rank airlines according to their ise and
emissions; and

+ aims to deliver a better working place for colleegby creating 10,000 apprenticeships by 2030 thi¢h
North West Runway, and publishing a roadmap in 264ffing out how to transition Heathrow's supply
chain employees working at Heathrow Airport to bé&phe London Living Wage.

Heathrow's sustainability and environmental perfante is monitored by the Sustainability and Openali Risk
Committee, a sub-committee of the Heathrow Airgdotdings board, that has as one of its key respdiss the
regular review of Heathrow's performance and cohducelation to sustainability and environmentadltters.

With approximately 400 companies employing in tagion of 76,000 people at Heathrow Airport, andr®@0,000
passengers travelling on nearly 1,300 flights ewday, the challenges associated with operating Hrieat Airport
responsibly are complex. Given this environmentatHeow seeks not only to improve its own environtakn
performance but to influence the whole Heathrow maomity. To this end Heathrow has set up a number of
partnerships such as the Heathrow SustainabiliygnBeship, the Clean Vehicles Partnership and thspBnsible
Gateway Forum to support collaborative working lemtw businesses operating at Heathrow Airport antetp
Heathrow achieve its commitments to doing businesgonsibly.

Aircraft noise management

Heathrow's approach to aircraft noise managemesetiout in its Environmental Noise Directive Noisetion Plan
2013-2018 (ENDNAP”). This focuses on analysing and implementing a@si measures to reduce noise impacts
through reduction at source (quieter aircraft),dlse planning and management, noise abatemenatiqpe
procedures and operating restrictions as well agging and collaborating with the community andeothkey
stakeholders in delivery of noise reduction inities.

In 2014, Heathrow established the Heathrow Noiseifipnow called the Heathrow Strategic Noise AdwsBroup,
that brings together representatives from the Depant for Transport, the CAA, National Air Traffi€ontrol, IATA,
British Airways, noise pressure group HACAN, loealthorities and Heathrow and seeks to foster calégton in
noise management at the airport. In 2015, Heatlalsw established the Heathrow Community Noise Foftd@NF)
to keep residents and local stakeholders infornmedreas such as airspace planning, future trialcansultations, and
to develop the understanding of airspace and dpeedissues.

Heathrow launched a second Blueprint for noise cgoln in August 2016 which challenges Heathrow #sgartners
to collaborate to be quieter, sooner. The bluefmiiids on the actions set out in the ENDNAP artd sat measures to
reduce noise including a new charging structurertcourage the quietest aircraft, retrofitting A22€raft to make
them quieter, continuous descent approach, potergéof steeper descents on arrivals and delapiedowering of
landing gear. It also includes proposals for a meluntary Quiet Night Charter and ventilation fitte at local schools.
With the introduction of fifty new noise monitora, new noise reporting format has been developeth&HCNF.
Finally, Heathrow has launched a world-first welsdsh tool, xPlane, that allows individuals to cortdac“gate
analysis” over their homes.

Sustainability, improving air quality and reducingarbon emissions

In February 2017, Heathrow launched “Heathrow 2&@'plan for sustainable growth which builds on Heaw's
previous sustainability initiatives (detailed abpve

In 2015 Heathrow published an updated Energy S$jyatieat supports its long-term commitment to redoasbon

dioxide emissions from energy used in operatingdiinfrastructure by 34 per cent. from 1990 levgys2020.

Advances in technology, operations and alterndtie¢és have helped Heathrow make a 27 per centngaun carbon
emissions since 1990 to date, despite major imfretsire developments including the opening of Teahi5 and
Terminal 2 over this period. Heathrow has receatthieved 1ISO 50001 accreditation for its energy agement
system. A focus and investment in energy efficieinay helped Heathrow to cut electricity consumplipryOGWh in

the last four years as part of an on-going prograrofimeasures including LED lighting installatiomproved controls
and more efficient assets. Energy efficiency stedgldor new buildings and infrastructure have bsgengthened.
Heathrow has also invested in on-site renewableggngeneration, an example of this includes thenbiss fuelled
Combined Heat and Power Plant that forms partefigw Energy Centre and supplies the new Terminds Dart of

Heathrow 2.0, Heathrow continues to pursue theftbes by aiming to operate a zero carbon airpdrastructure
(such as, buildings and other fixed assets) by 2@80 clear interim targets and to incentivise lowarbon flights to
use expanded capacity by developing proposalgifeeh slots’ on the third runway.
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In April 2016, Heathrow launched its second bluepfor reducing emissions to help play its parirproving air
quality around Heathrow Airport (as well as redgcrarbon emissions). This builds on Heathrow's 22020 Air
Quality Strategy and Action Plan and includes adido further reduce emissions from aircraft at ga¢e and
encouraging airlines to phase out their older aftcit also aims to improve taxiing efficiency,thdhrough upgrading
Heathrow Airport’s taxiway system and by encourggairlines to reduce the number of engines runmingng
taxiing. Heathrow is also leading the way in thait community by cutting emissions on its airsigdicle fleet and
pooling ground support equipment. Around the atrpdeathrow is working to incentivise low-emissieghicles and
provide more electric vehicle charging points. Heatv is also working with partners to champion iatji@pproach to
reducing emissions from road traffic in the Heathrarea and is working with Transport for London aottier
stakeholders to formulate a regional strategy ifogaality.

In addition, for many years Heathrow has activelgairaged use of more sustainable transport byepgess and
people working at Heathrow Airport. This is refledtin Heathrow operating the world’s largest sirgite car sharing
scheme, the UK's first publicly accessible hydrogefuelling site and an unrivalled public transpsystem linking
passengers to surrounding communities and centradldn (including free travel in the vicinity of Hbeaow Airport
paid for by Heathrow). These projects were recaghend commended in June 2015 when Heathrow waslegdvéhe
Eco-Innovation Award by ACI Europe. Further sigeefint developments in alternatives for surface acte$ieathrow
are expected in the coming years particularly wiftle expected commencement of Crossrail servicesebeat
Paddington and Heathrow Airport from May 2018, &etlveen central London and Heathrow Airport front&wgber
2019. For more information, séBusiness — Heathrow Airport’s Infrastructure, Féties and Access — Access to
Heathrow Airport”. Heathrow 2.0 expands these activities to thglgughain and seeks to achieve Level 3 Carbon
Trust Supply Chain Accreditation by 2020 by settiggantitative reduction targets for the carbon iotp@om
Heathrow's supply chain. Heathrow also aims tosjgl® support on energy efficiency to its first terategic suppliers
by 2020 and increase the percentage of strategiplists that have undertaken an assessment of telictaange
vulnerability and pursued actions to adapt accglgirSee Risk Factors — Regulatory Risks — The Group faosssc
related to environmental, health and safety anchpiag consideratioris

RELATED PARTY TRANSACTIONS

Heathrow has entered and may from time to timéénftiture enter into transactions with certainliaffes of Heathrow
Airport Holdings and its shareholders. All such trants are and will be negotiated on an arm’s-lefgisis.

SHARED SERVICES

Pursuant to a Shared Services Agreement, LHR Aspgmovides or procures third parties to providdaie central
support services to the Group to assist with thaing and management of Heathrow Airport and HeattExpress.

Services provided by LHR Airports, or Heathrow as asub-contractor for LHR Airports

The services provided by LHR Airports include magragnt services (such as senior management anegstrat
direction), IT, health and safety, security, reskanirport planning and marketing, finance, humesources, property
management, regulatory services, corporate andcpaffihirs and legal support. From 1 January 20aBywing the
divestment of Gatwick Airport and in light of that(that time) expected divestment of Stansted Airaond to reflect
more accurately the current organisation and ecanogality, LHR Airports sub-contracted the majgriaf these
services to Heathrow. Heathrow, as a sub-contrdotobHR Airports, provides certain central suppservices for
Heathrow Express. Additionally, pursuant to a safgagreement, LHR Airports has sub-contracteicedf the cash
management and accounting services to LHR Busitbagport Centre Limited.

All of the staff working for Heathrow are employadd provided by LHR Airports. Heathrow Express emiplmost of
its own staff directly (with some staff being prded by LHR Airports).

The terms on which services and staff are providatie Group are set out in the Shared Servicesekgent. Central
support services are provided by Heathrow to HeatHExpress pursuant to a separate agreement betdesghrow
and Heathrow Express.

Fees payable to LHR Airports
Heathrow pays a fee to LHR Airports which comprises
(a) the cost to LHR Airports of providing the sees; and

(b) in respect of centralised airport services, iatstrative and business support services and catpservices, a
margin of 7.5 per cent.

The majority of costs for employees provided unttier Shared Services Agreement are included in lheges for
airport services and capital project services, hictvthe margin does not apply. The margin pay&bleHR Airports
in relation to services to the Group was £0.5 onillin the 12 months ended 31 December 2016 (2A1%:rillion).
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Termination of Shared Services Agreement

Subject to the prior written consent of the Borrov@curity Trustee, the Operating Companies haeeritht to
terminate the Shared Services Agreement in the ehaebreach by LHR Airports with a material adeeeffect not
remedied within 30 days, certain insolvency relaeehts in relation to LHR Airports or if it becomilegal for either
LHR Airports or the Obligors to perform their oldigons under the Shared Services Agreement.

LHR Airports may terminate the Shared Services Agrent only where:

€) another suitable and properly resourced merbéhe Heathrow Airport Holdings Group (excludingya
members of the Group) is appointed to act as repiant Shared Services Provider on substantiallgahee
terms;

(b) a replacement Shared Services Provider is apgmbiwith the consent of and approved by the Bogrow
Security Trustee and, unless otherwise agreed &«taordinary Voting Matter, a Ratings Confirmatiis
provided; or

(c) the Operating Companies fail to pay any amowfit850,000 or more to LHR Airports under the Share
Services Agreement, subject to a 30 Business Danegoeriod.

The Shared Services Agreement will terminate ipeesof an Operating Company which ceases to bedad by
LHR Airports. Unless otherwise agreed, terminatigiti take effect 6 months from the date that theefping
Company ceases to be controlled by LHR Airports.

LHR Airports is entitled to pass pensions costsotihe Group. These relate principally to LHR Airsd obligation to
fund the Heathrow Airport Holdings Group definechbfit pension scheme and are calculated on a baked to
pensionable payroll in respect of those employbes tHR Airports makes available to the Operatingmpanies
under the Shared Services Agreement. In certagurtistances, the obligation of the Operating Congsato meet
pension costs will survive termination of the agneat.

In the event of termination of the Shared Serviéggeement, LHR Airports is required to use its oeeble
endeavours to facilitate the transfer of the teatdd services to the Operating Companies (or toraplacement
servicer appointed by the Operating Companies) aitfiew to ensuring an orderly and efficient trensfith minimal

disruption to the ongoing business of the Opera@unpanies. The employment of relevant airport lletaff is

expected to pass to the relevant Operating Comgattya replacement service provider.

Potential Conflicts of Interest

As a result of the fact that Heathrow and HeathEoypress have entered into the Shared Services égree there
may be potential conflicts of interest for Ross &alStuart Birrell, Normand Boivin, Javier Echai#nma Gilthorpe,
John Holland-Kaye, Carol Hui, Andrew Macmillan aPaula Stannett who are directors of LHR Airporthih is the
provider of the shared services) and Heathrow (whéceives the shared services) and, in the caResy¥ Baker and
Normand Boivin, Heathrow Express. Potential cotdliof interest may arise where the same individasedsdirectors
of both the entity providing the shared serviced #ire entities receiving the shared services bectey have, among
other obligations, a duty to promote the succegh®tompanies of which they are directors. A piibieonflict may
arise for the individuals listed above if whatnsthe best interest of one company is not necégsarthe best interest
of the other.

For a description of certain risks associated withShared Services Agreement, feisK Factors — Commercial Risks
— The Group is dependent on LHR Airports as Sh8edices Provider to operate its businesses

INSURANCE

LHR Airports provides insurance and claims handiéegvices to the Operating Companies. LHR Airparteinges
both annual and multi-year insurance programmea gnoup-wide basis for the Heathrow Airport HoldinGroup.
Heathrow Express has separate public liability iasoe cover and Heathrow, through LHR Airports, begarate
policies to protect against specific risks.

The Heathrow Airport Holdings Group insurance peogmes, which are required under the CTA, include th
following insurance cover:

. property damage and business interruption insuraremed construction all-risks insurancevhich covers all
risks (including terrorism) of sudden accidentakdi physical loss or destruction of, or damagértsured
property and resultant loss of revenue and/or asaré costs of maintaining normal business actvifibere
is also a separate policy covering specified testhptoperties, which provides cover on the basisdfidual
property sums insured;
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. general liability insurance including aviation liability, aviation war/terriem, public/product liability; public
liability with respect to the Heathrow Express s&tvice; and construction third-party liability;

. third-party financial loss and professional indentyiinsurance and
. employers’ liability insurance

Insurance cover for the Group is provided by a doatibn of insurance market entities and captiveuiance
companies owned by or affiliated with LHR Airpodtsits ultimate shareholders.

The financing agreements (within the CTA) require Obligors to effect and maintain insurance petién relation to
liabilities, undertakings and assets in accordamith good industry insurance practice. Details loése insurance
policies are provided annually to an insurancesahacting on behalf of certain secured creditors.

Some insurance cover for the Group is provided eégthrow Airport Holdings’ own captive insurance gamy, LHR
Insurance Services Ltd (theCaptive”). The Captive enables the Heathrow Airport HolginGroup to access
reinsurance markets (including Pool Re for propeetyorism risks), to leverage the Heathrow Airpbitldings
Group’s combined position on the conventional insge market and to offer funding options for theup’s self-
insured retention. The Captive underwrites someugeide risks and also funds some of the Heathrovpokt
Holdings Group’s self-insured retention.

For more information on insurance, s&isk Factors — Commercial Risks — The Group’s iasoe coverage might not
be adequate or available in all circumstantes

PENSIONS

The Heathrow Airport Holdings Group operates a neidf pension schemes for its employees. The ndierses,
which are sponsored by LHR Airports, the employéoegipany within the Heathrow Airport Holdings Grogpmprise

a defined benefit pension scheme that closed tdogmgs joining LHR Airports after 15 June 2008 (ttRension
Schemé) and a defined contribution pension scheme timapleyees joining LHR Airports since 16 June 2008 ar
eligible to join. There are also separate definautribution pension schemes for employees of HeattiExpress and
LHR Business Support Centre Limited (ti&SC").

Under the terms of the Shared Services Agreemesdtthidow makes monthly cash payments into the Per&ibeme
determined by the latest agreement made with tstetes of the Pension Scheme. Employer contritaitioio the
defined contribution pension scheme are determarseal percentage of the aggregate basic salaryskillsbased pay,
for all relevant scheme members. Under the terntiefShared Services Agreement, Heathrow is addelito fund
any deficit in the Pension Scheme. The PensionrBelatso has a right to receive up to £284 millibthe proceeds of
an enforcement of the security granted by the @ldigwhich right rankpari passuwith senior (Class A) debt.

The Pension Scheme is administered by a corporattee, the BAA Pension Trust Company Limited. @hectors of
the corporate trustee comprise three elected eraplogpresentatives, one pensioner representativefoan LHR
Airports nominated trustees. In addition, the scheuntes require the appointment of an independastee (currently
fulfilled by Law Debenture Trust Company). As at B&cember 2016, the Pension Scheme had 3,301 ttactine’
members, 8,930 pensioners (including pensions paidurviving partners and dependents) and 5,10@rmdef
pensioners.

The most recent actuarial valuation of the PenSidmeme, undertaken by its trustee as at 30 Sept&2@b8, indicated
a scheme deficit of £228 million calculated usihg trustees’ actuarial assumptions. As part ofviti@ation process,
LHR Airports and the Pension Scheme’s trusteesealgtieat the annual deficit recovery payment int® Eension
Scheme would decrease from £27 million to £23 amilland apply until 2022. In addition, in respecfuifire accrual
of benefits, LHR Airports would contribute approxitely 23 per cent. of basic salary and shift payickvis estimated
to be £26 million for 2017.

The reduction in deficit recovery and future actrash payments arose from the changes introdutdeffect from
1 October 2015, following consultation with affett@ension Scheme members required by applicabléatem.

The changes introduced, impacting only active membkthe Pension Scheme, were:

. a reduction in future benefit accrual rate fromdtlisto 1/60th of pensionable pay;
. the introduction of an annual cap of 2 per centfutare increases in pensionable pay; and
. a cap of 2.5 per cent. on annual increases tog@epsiyments in retirement.
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Recognition of these changes for accounting pugpases immediately reflected in the Group’s finahstatements in
accordance with IAS19. In particular, there wase-off (non-cash) credit of £236 million in 2015asesult of the
introduction of the annual cap of 2 per cent. dorelincreases in pensionable pay.

At 31 December 2016 the Pension Scheme had atdefi&79 million compared to a £104 million surplas 31
December 2015, both as measured under IAS19. T8@million change is due to net actuarial losseB2d9 million,
partly offset by contributions in excess of curreatvice cost of £34 million, including £25 millidar agreed deficit
repair contributions.

The cost to the Heathrow Airport Holdings Grougontributions to defined contribution pension sckenm 2016 was
approximately £10 million (2015: £8 million).

For additional information, seeRisk Factors — Commercial Risks — Heathrow and Heat Express (together, the
“Operating Companies” and each an “Operating Compancould be subject to periodic increase in pemsizash
contributions in the futufe
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AIRPORT REGULATION
AIRPORT REGULATION GENERALLY

Regulatory Framework

Heathrow is subject to economic regulation by tll Gwiation Authority (“CAA”). The CAA is the independent
aviation regulator in the UK, responsible for eammregulation, airspace policy, safety and consupnatection.

As the economic regulator for UK airports, the CA#sesses the market power of airports and if aoraipasses the
market power test(s) set out in the Civil Aviatidist 2012 (the“Civil Aviation Act” ), the airport is regulated by
means of a licence. Heathrow has been determirygthelCAA, to hold significant market power and igies under a
licence granted by the CAA in February 2014. Therice includes a price cap on Heathrow's airpaatg#s.

The CAA sets the maximum level of airport charges Heathrow, generally for five-year periods, knows
Quinguennia. Heathrow's current regulatory peri@switially for four years and nine months fromAdril 2014 to 31
December 2018 in order to align Heathrow's finahaiad regulatory years. A summary of the regulasatylement for
the current regulatory period is set out“theathrow Price Regulation—Key Elements of the GAR6 Decisioh

below. In December 2016, the CAA published modifwss to Heathrow's licence (which took effect frdntebruary
2017) extending Heathrow's current regulatory pby one year so that it will end on 31 December®@olling over
the current price control of RPI-1.5 per cent.tfa additional year.

Heathrow is regulated by means of a price contrethmnism known as RPI +/- X, which incorporatesatiowed
return on the Regulatory Asset Base (referred th@®RAB”). This is consistent with the economic regulatafrother
UK regulated industries (such as telecoms andrieegy and water sectors). This form of economialagn is also
sometimes referred to as incentive regulationhat Heathrow has an incentive to outperform theepdontrol by
means of attracting more passengers, reducing topgicosts or delivering higher commercial reventines forecast.
If the opposite is the case, then Heathrow habdoré the cost. There is not a retrospective adjest for shortfalls in
income or additional costs (except, principally,endn Heathrow incurs additional security costs, abaw established
threshold, when implementing new security direciveposed by the EU or the UK Government).

The CAA and its Statutory Powers and Objectives

The CAA in its role as economiegulator has a single primary duty to further ititerests of users of air transport
services regarding the range, availability, coritinicost and quality of airport operation servi¢edere appropriate,
by promoting competition in the provision of airboperation services). There are also supplementaigs to which
the CAA must have regard in fulfilling its primadyty:

+ the need to secure that each holder of a licenablésto finance its provision of airport operatsgrvices in
the area for which the licence is granted;

+ the need to secure that all reasonable demandsrffmrt operation services are met;

+ the need to promote economy and efficiency on #re @f each holder of a licence in its provisionagport
operation services at the airport to which thenlceerelates;

+ the need to secure that each holder of a licen@blis to take reasonable measures to reduce, tamtro
mitigate the adverse environmental effects of ihod to which the licence relates, facilities ds® intended
to be used in connection with that airport (“asate facilities”) and aircraft using that airport;

» any guidance issued to the CAA by the SecretaBtate for Transport;

» any international obligation of the UK notifiedttee CAA by the Secretary of State for Transportt an

« the principles that regulatory activities should dzeried out in a way which is transparent, accabiet
proportionate and consistent, and that regulatotiyidies should be targeted only at cases in wiaiction is
needed.

In its duties, the CAA also must take account efthK’s international obligations which provide, amgoother things,
that airport charges for non-national aircraft agté higher than those paid by national aircraftagegl in similar
operations.
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The European Directive 2009/12/EC on airport chargas implemented into UK law by the Airport Charge
Regulations 2011 which entered into force on 10 éMover 2011. They establish a common framework Her t
provision of information by airports to airport useand airport users to airports, airports consgltiheir airline
customers about airport charges, service leveleageats and major infrastructure projects, and étting of charges
and the allocation of spare capacity. The CAA i ttominated “independent supervisory agency” urtigerAirport
Charges Regulations 2011 and, following a consaitain October 2015 published its guidance onapplication of
the CAA’s powers under the Airport Charges Regafeti2011.

PRINCIPLES OF ECONOMIC REGULATION

The Civil Aviation Act prohibits an operator of ardinant airport area from charging for airport @en services,
unless it has a licence granted by the CAA. Anaairprea is dominant if the CAA determines (andlighbs) that the
Market Power Test MIPT") in the Civil Aviation Act is met by the relevaatrport operator. The MPT has three patrts:

» whether the relevant operator has, or is likelgdquire, substantial market power in a marketgeeiétione or
taken with such other persons as the CAA consilgpsopriate;

» whether competition law does not provide sufficipmitection against the risk that the relevant apermay
engage in conduct that amounts to an abuse oftiatantial market power; and

« for users of air transport services, the benefiteegulating the relevant operator by means ofanice are
likely to outweigh the adverse effects.

In January 2014, the CAA confirmed that the MPT wat in relation to the core area of Heathrow Ait@md that
Heathrow's significant market power is likely todeme for the Q6 period.

The Price Cap

The price cap for Heathrow is based on a Regulaisset Base RAB”) methodology using a “single till” building
block approach. The single till takes into accoteenue and costs from both aeronautical and nmmnaetical
activities when setting the price caps for a Quéargquum.

In setting the price cap, the CAA determines thgulsted revenue requirement. This is calculatedhassum of
forecast operating expenditure less other revetusethe required return (using the cost of capittermined by the
CAA) on the forecast RAB (taking into account faetcapital expenditure), plus regulatory depremiaand plus or
minus any profiling adjustment. The profiling adjuent is a mechanism used to smooth charges tiyit miherwise
occur as a result of major investments. The resyitegulated revenue requirement effectively anmtotthe total
income from airport charges.

This methodology for deriving the regulated reveraeguirement can be represented by the simplifiegrdm below:

Regulatory Building Blocks

Building blocks Assets

for tariff calculation Regulatory Asset Base o
(existing & new
capital investment)

Passenger
forecast

Calculated
with WACC

Costs

o Return on

Operating costs @ investment
capital

Income
Regulatory @ Commercial e Aeronautical
depreciation revenues revenue

The regulated revenue requirement is divided bgdast passenger numbers which, subject to a prifding
adjustment to smooth charges across the regulpésigd, establishes the price cap expressed asianora allowable
yield per passenger.

Price cap per
passenger

Since the start of the current regulatory peribd,rhaximum allowable yield changes from 1 Januacheear by RPI
+/- X per cent. based on RPI from the previous Apri

In setting the price cap the CAA will take its owiew of the scope for future efficiency savings #ppropriate level
of capital expenditure and the rate of growth imeed for airport services.
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While the price cap places a limit on the incraag@e airport charges yield, Heathrow has therdigmn on whether to
price to the maximum permitted level. Thereforeatdeow can choose to price charges below the aapeXample, if
there is unused capacity, Heathrow could choosettprices below the cap in order to stimulate dema

The price control conditions set by the CAA inclulde following components for the maximum allowayikdd:

* The “S factor’ mechanism is designed to adjust the maximum albe yield within the relevant
Quinquennium for either additional or reduced s#gwosts incurred as a result of new UK legislatay EU
security directives applicable in the UK. For therent regulatory period, the adjustment enablestttew to
pass through 90 per cent. of any additional (onced) security costs around a deadband of £1%milli

* The ‘K factor” is designed to correct for any under recoveryufain) or over recovery (concentration) in
airport charges compared to the annual maximunwabte yield per passenger. Under or over recoveries
generally arise due to changes in traffic mix oerage loads compared to those forecast at thepiines
were set for the relevant year. For example, arease in the proportion of long haul departing eagsrs
would result in yield concentration leading to arorecovery. Conversely, an increase in averaay flactors
or the proportion of transfer passengers would eatiedd dilution. The K factor adjustment is apgli® the
maximum allowable yield calculation two years aftee year in which it is incurred and therefore ten
carried forward to the following Quinquennium.

* There is a capital expenditure “trigger” term burilto the price control for Heathrow, with provisidor the
maximum allowable yield to be reduced if specifiedject milestones are not delivered on time.

» There is a development capital expenditure adjustmeath provision for the maximum allowable yiei be
adjusted to account for changes in the revenudregent associated with development capital prsject

* There is a service quality rebate scheme at HeathAitport which sets defined service standardsafeange
of services and facilities. See“Heathrow Price Regulation—SQR Schéebstow.

Regulatory Asset Base

As with other regulated utilities in the UK, the BAacts as a unit of regulatory value and does naotespond to
statutory asset values. The CAA has historicallgutated a forecast of the value of the RAB for theaw over each
year of the Quinquennium. The closing RAB for Heath for each year is taken to be the sum of theniogeRAB,
plus capital expenditure (unless disallowed by @wA) plus an adjustment for RPI inflation less rizgary
depreciation (including the pricing profile adjustnt — see “—The Price Cdpabove) and less proceeds of any
disposals at the airport.

The CAA does not update the value of the RAB dudagh Quinquennium. Heathrow is required to subagitilatory
accounts to the CAA as at 31 December of eachigleatifying, among other things, the value of th&BR A decision

as to whether the current period RAB has been apiately updated during the current regulatory getiis not made
until the CAA sets the opening RAB for the next @uiennium as part of the price control review.

The RAB is independently verified by Heathrow'ststary auditors and included in the regulatory agtts which are
provided annually to (but not approved by) the CAA.

HEATHROW PRICE REGULATION
Key Elements of the CAA’s Q6 Decision
The CAA’s decision in respect of Heathrow for Q6swaublished on 10 January 2014 and subsequentigusen

Heathrow's licence issued on 13 February 2014. Keheelements of the CAA's licence for the 4 yead &month
period covered by Q6 include:

» a continuation of the RAB-based construct usingsthgle-till and incentive based regulation in ftiem of an
RPI based price cap;

» amaximum allowable yield based on RPI -1.5 pet.cen

» a WACC (weighted average cost of capital, whicthes CAA’s assessment, using a notional capitattire
of 60 per cent. debt and 40 per cent. equity, efaliowed blended cost of debt and return on edaisatisfy
the requirements of capital providers over the Quémnium) of 5.35 per cent. (pre-tax real);
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» assumed capital expenditure of £2.816 billion @212 prices);

» projected operating costs of £4.731 billion (in 242 prices);

+ a “write down” of £30 million to the RAB to refleche CAA’s view of capital inefficiency on a spécif
project undertaken during Q5;

» forecast aggregate passengers of 347.7 milliorudiregy an allowance for the impact of demand “shibcks
(other than macro-economic related impacts) irdirévation of the passenger forecast;

» a split between “core” and “development” capitapemditure to allow for greater flexibility in theapital
planning process. Under this arrangement, desmmatif capital expenditure as core represents firm
investment commitments at the start of the Q6 pcmetrol period where the scope and cost estimate w
reasonably certain. Designation of capital expemeiais development enables projects to be incladedthe
Q6 price control period that were not sufficiendlyoped or costed at the start of Q6. The CAA sehidial
capital expenditure envelope for Q6 comprising »edi allowance for core capital expenditure and an
indicative allowance for development capital; and

* a business rates revaluation factor to pass thraigimges in rates costs arising from the 2017 maitio
business rates revaluation process above or befbpea cent. increase.

Q6 Extension and H7

In July 2016 the CAA launched a consultation ongbtential extension of Q6. The CAA argued thaeesing Q6
would reduce the risk of a sub-optimal process deeeing future price period conditions due to tmeentainty
regarding potential new runway capacity.

Following this process, in December 2016, Heathsdigence was modified (which took effect from lbReary 2017)
to extend Heathrow's current regulatory period @hhpreviously ran from 1 April 2014 to 31 DecemB@d.8) by one
year so that it will end on 31 December 2019, mglliover the current price control of RPI-1.5 pentcdor the
additional year.

The CAA has indicated it is open to consideringrthfer one year extension of Heathrow's currentlagry period to
31 December 2020 and has committed to making aidaabdn this by 30 June 2017.

On 1 March 2016, the CAA published its “Strategleeines for the Review of Heathrow Airport’'s Charge3)”

document. This document set out the CAA’s key stdees and details four key priorities for the nesdulatory
period (“H7") which will commence once Q6 expir@he four priorities are ‘empowering consumers amthering
their interests’, incentivising the right consumeatcomes’, increasing airport resilience’ and ‘potimg cost efficiency
and financeability’. The CAA’'s document highlightgmbtential regulatory arrangements that could applyH7,

including a potential move from RPI to CPI reguwatiThe CAA’s consultation closed at the end ofilA2016.

Following its decision to extend Q6 by one yeae, @AA has issued a revised timetable for H7. ThA@éablished
updated guidance on its business plan expectaiimh®utcomes for H7 in April 2017, setting outlédtiest thinking on
the framework for the H7 review.

SQR Scheme

Heathrow's licence for Q6 includes a service gqualibate (SQR’) scheme similar to the SQR scheme that applied
during Q5 with defined service targets for a ramfieservices relating to passengers’ experience ssckecurity
queuing times, departure lounge seat availabiiganliness, way-finding, flight information, araié baggage reclaim
availability, the availability of equipment such ldts, escalators and people movers and the aikilaof and access

to infrastructure such as Piers, jetties and staftus service standards cover other areas sudhfiaklacongestion.

To the extent that Heathrow does not achieve tfiratbstandards, rebates to airlines are required.maximum total
revenue at risk during the Quinquennium is 7 pet.cef the total airport charges. Heathrow can eghia 1.44 per
cent. revenue upside in the form of a bonus ikéeeds certain SQR targets.

As a proportion of total airport charges, rebatesug to a total of approximately 2.6 per cent.departure lounge seat
availability, cleanliness, way-finding, flight imfimation, arrivals baggage reclaim and equipmeniiabiity, 1.2 per
cent. for infrastructure availability and accesd, fer cent. for passenger security queuing times1a0 per cent. for
airfield congestion.

Over the six years of Q5 up to 31 March 2014, Heathincurred total rebates of £38 million (approaiely 0.6 per
cent. of aeronautical income over the period)hmperiod from 1 April 2014 to 31 December 2016atHeow incurred
total rebates of £9 million (approximately 0.2 pent. of aeronautical income over the period).
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Heathrow's Licence

Heathrow's licence includes a self-modification yston allowing for Heathrow and airlines to agrieemediate
changes to the SQR scheme and for the CAA to aathiter if the parties cannot reach agreementenptoposed
changes.

Heathrow's licence for Q6 includes the price conarod SQR conditions described above. Other kapetes of the
licence include:

» Revocation: Heathrow's licence will remain in foriceperpetuity except for certain limited circunrstas in
which the licence may be revoked such as wherelitkace is no longer required or continued lack of
compliance by Heathrow in relation to regulatorguieements.

» Financial resilience: the licence contains theofeihg financial resilience conditions:

0 a restriction on business activities that prohibitsathrow from undertaking unrelated business
activities and placing the regulated businesssitwhich reflects the Permitted Business restiictino
the Common Terms Agreement;

0 a requirement on the directors of Heathrow to mlevan annual certificate on the adequacy of
resources to continue to provide airport operaservices at Heathrow Airport for the following 2
years;

0 an undertaking from FGP Topco Limited, Heathrowtsmate holding company, not to do anything
that would put Heathrow in breach of its licence;

o arequirement for Heathrow to put in place a caiitynof service plan;

0 a requirement for Heathrow to provide prior writteatice to the CAA if it intends to amend its
financing arrangements in respect of credit rateggirements; and

0 an obligation on Heathrow to notify the CAA in tbeent of Heathrow (or any company within its
group where the financial position of that companyts inability to continue to trade would have an
adverse effect on Heathrow's financial positiorability to continue to trade) seeking advice from a
insolvency practitioner or any other person retatio Heathrow's financial position or ability to
continue to trade.

» operational resilience: The licence includes a @@mrdrelating to the need to secure the availgbiind
continuity of airport operation services, particlyan times of disruption.

« procurement: The licence includes a condition meygiHeathrow to ensure its procurement of cajpitejects
is efficient and economical, and that it must palbits policies and procedures on how it will achithis.

» planning and delivery of capital projects: The CA#ted in its notice granting the licence in Febyu2014
that it has identified a possible need for a naerice condition. The new licence condition, reatia the
planning and delivery of capital projects possipiytting greater accountability on Heathrow to emsur
efficient delivery and engagement with the airlogenmunity, is to be developed when the licence iglace.
To date, the CAA has not initiated work on a pdssitew licence condition.

AERODROME LICENCES

Heathrow is subject to aerodrome licensing, whigjuires the operator to demonstrate that it is evemp to conduct
aerodrome operations safely.

The CAA must grant a licence in respect of any denme in the UK if it is satisfied that:

* the applicant is competent, having regard to ievipus conduct and experience, equipment, orgaoisat
staffing, maintenance and other arrangements,darasdhat the aerodrome and the airspace withirchwits
visual traffic pattern is normally contained aréedar use by aircraft; and

* the aerodrome is safe for use by aircraft, haviegard in particular to the physical characteristtghe
aerodrome and of its surroundings.

Heathrow has an aerodrome licence for Heathrowokirp
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In mid-2016, Heathrow completed its transition framaerodrome license for Heathrow Airport to difieate issued
in accordance with the new European Aviation Safggncy’s (‘(EASA”) regime. The EASA regime allows National
Aviation Authorities (NAAs”) and airports to convert their existing aerodroicences to the new EASA certificate.
The CAA will still be the primary regulatory poirdgf contact for Heathrow Airport. It will remain th€AA’s
responsibility to conduct audits of the airportits capacity as an NAA. However, EASA may conduddits of the
CAA (and other NAAS) to ensure standardisation s&rmember states.
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DIRECTORS AND SENIOR MANAGEMENT OF HEATHROW AIRPORT HOLDINGS LIMITED

BOARD OF DIRECTORS OF HEATHROW AIRPORT HOLDINGS LIM ITED

The Board of Directors of Heathrow Airport Holdindstermines the strategy of the Heathrow Airporiditagys Group
as well as the Group and monitors performance sorenthat the Group acts ethically and has thessacg resources
to meet its objectives as well as its responsiédlias a leading airport operating group.

The current directors and secretary of Heathrowdir Holdings are set out below.

Executive Directors

John Holland-Kaye, Chief Executive Officer

John was appointed Chief Executive Officer in 20L4. He joined the Group as Commercial Directaay 2009.
From November 2012, John was Development Directat was responsible for delivering the £1 billionnaal
investment in transforming Heathrow Airport, indlogl the new Terminal 2: The Queen’s Terminal, whagkened in
June 2014.

He was previously Divisional CEO with Taylor WimpB{.C, having held a number of positions includinge@tions
Director of Taylor Woodrow Developments and ComnarDirector of Taylor Woodrow Inc. Prior to thalphn was
Managing Director, National Sales Division, of B&sgwers, and has also worked as a strategy canswiith L.E.K.
Consulting for a number of high-profile businesses.

Javier Echave, Chief Financial Officer

Javier was appointed Chief Financial Officer in Bmber 2016. Since joining the Group in 2008, hedthésed the
Board and Chief Executive Officer on establishihg turrent capital structure and positioning Heathwith a strong
credit rating in the financial markets. In additias Finance Director for Operations, Investmernt Berformance,
Javier played a key role enabling Heathrow Airgopiassenger service transformation while deliveaingambitious
efficiency programme, set up a robust financiakestimment capability for Heathrow's capital programamel led an
internal cultural transformation around safety.

Javier has held senior roles in the UK and Europeging from strategic corporate finance, plannimgestment
appraisal and financing. He previously worked asicgemanager with Ferrovial, a Spanish-based wéehtling
infrastructure operator and municipal services grou

Non-Executive Directors
The Non-Executive Directors of Heathrow Airport Hiolgs are:

Lord Paul Deighton, Chairman

Akbar Al-Baker, Qatar Holding LLC appointee

Sheikh Ahmed Bin Fahad Al-Thani, Qatar Holding Lh@pointee
Stuart Baldwin, Government of Singapore Investn@ariporation appointee
Benjamin Bao, China Investment Corporation appeinte
Christopher Beale, Alinda Capital Partners appeinte

David Begg, independent non-executive director

Olivier Fortin, Caisse de dépot et placement dub@aéppointee
Jorge Gil Villen, Ferrovial S.A. appointee

Rachel Lomax, independent non-executive director

Ernesto Lopez Mozo, Ferrovial S.A. appointee

Fidel Lopez, Ferrovial S.A. appointee

Mike Powell, Universities Superannuation Schemeoagipe

The business address of the directors listed alsovée Compass Centre, Nelson Road, Hounslow, Mg TW6
2GW.

Company Secretary

Heathrow Airport Holdings’ company secretary is @adui.
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EXECUTIVE COMMITTEE

The Executive Committee develops and recommendhdoBoard, medium and long-term business developmen
strategies for the Heathrow Airport Holdings Growjth particular focus on the Group’s operationseritsures the
delivery of agreed strategies by providing guidaregprovals, governance and monitoring. In additionJohn
Holland-Kaye and Javier Echave, the members oftiieat Airport Holdings’ Executive Committee are:

Ross Baker, Chief Commercial Officer

Ross was appointed Chief Commercial Officer in dan@017. Previously he was Heathrow's DirectoOgpfrations
and before that, Director of Strategy. Prior tanjog Heathrow in 2011, Ross held a mix of advisang aviation
industry roles. At Bain & Company, he advised ania of strategic, commercial and operational engagjgs. Prior to
Bain, Ross spent a decade with British Airways whiee held a range of operational and commercialagement
roles, in the UK and overseas.

Stuart Birrell, Chief Information Officer

Stuart was appointed Chief Information Officer ulyJ2015. He was previously CIO for Formula 1's Mekn Group,
where he built an integrated IT team of in-houspeets and specialist suppliers to support the rgpavth of the
business including new revenue streams. Stuartsaksat three successful years as CIO at Gatwittkeimun up to, and
after, the sale of the airport by the Heathrow ArtgHoldings Group in 2009.

Normand Boivin, Chief Operating Officer

Normand was appointed Chief Operating Officer irgst 2011. He was previously Operations Directoi@éroports

de Montréal and has had 30 years’ experience imifaion industry. Normand was also previouslyé/Rresident of
Operations of Montréal’s two international airporEacilities Development Director at Montréal Ddryarport and

General Manager at Québec City Airport.

Emma Gilthorpe, Expansion Director

Emma was appointed as Expansion Director in Jan@éfy’. Her responsibilities include Heathrow's exgian

programme as well as master planning and surfacesac She joined Heathrow in September 2009 asld&egu

Director and later became Strategy Director. She meviously BT plc's Group Director of Industryliep and

Regulation and has held a number of other senguratory and public policy roles in Cable & WireteEmma is also
a non-executive director of South East Water Lichite

Carol Hui, Chief of Staff

Carol was appointed Chief of Staff in January 20d&rol joined as Heathrow Airport Holdings' GeneZalunsel and
Group Company Secretary in March 2009. Prior toifm Heathrow Airport Holdings she was a Board Elioe and
the General Counsel of Amey plc. She has held dséipns of Group Legal Director of TDG plc and DepGeneral
Counsel of BG plc and was previously with Slaughded May. Carol is also a non-executive directorRobert
Walters plc and Action for Blind People.

Andrew Macmillan, Chief Strategy Officer

Andrew was appointed Chief Strategy Officer in Jagw2017. He is responsible for company strategrecisting,
regulation and corporate process improvement. lifeego Heathrow in October 2009 and has worked iatesgy,
operational and regulatory roles including leadsupmissions to the Airports Commission. He is a-exgcutive
trustee of the BAA Pension Fund. Prior to Heathheawas with McKinsey and Company based in LondahTeokyo
working on infrastructure, logistics and organisasl transformation and mergers in Europe, the Miidst and Asia.

Paula Stannett, Chief People Officer

Paula was appointed HR Director (recently renanse@hief People Officer) in January 2013. She waevipusly
Human Resources Director for Heathrow's Airportsiflion and support services, and prior to that rogne lead for
Heathrow's winter resilience programme. Paula hatrang record of engaging staff to successfully ipuplace
organisational change and improvement.

Directors — Issuer

The directors of the Issuer are Javier Echave, dlichGolding and Andrew Efiong. The business addodsthe
directors is The Compass Centre, Nelson Road, HounMiddlesex TW6 2GW.
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No conflicts of interest

As at the date of this Prospectus, there are nengiat conflicts of interest between any duties dwethe Issuer and
the private interests or any other duties of anthefdirectors of the Issuer.
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DESCRIPTION OF OTHER INDEBTEDNESS

£275 MILLION NOTES DUE 2019 AND £250 MILLION NOTES DUE 2025

On 14 December 2012, the Issuer issued £275 mi8iB@5 per cent. Senior Secured Notes due 201909
Notes”). On 16 October 2014, the Issuer issued £250anilb.75 per cent. Senior Secured Notes due 20252025
Notes). The 2019 Notes and the 2025 Notes are govebyegrms and conditions which are identical inraditerial
respects to the terms and conditions of the Notesp as to interest, maturity, the definition efRitted Holders and
the Group RAR financial covenant. The 2019 Nota$the 2025 Notes are secured by fixed and floaaayrity over
substantially all of the assets of the Issuer anldeathrow (DSH) Limited (including the issued shaapital of the
Issuer and Security Parent) as described belowrrd8ecurity.

ISSUER FACILITIES

The Issuer currently has in place three loan fgcgreements in respect of (i) facilities of £1#Blion with various
maturities up to 2025 (th014 Issuer Facility); (i) facilities of £200 million with various ntarities up to 2025 (the
“2016 Issuer Facility) and (iii) a facility of £150 million maturing 2028 (the 2016 Issuer Facility 2 and (i), (ii)
and (iii) together, thelSsuer Facilities). The Royal Bank of Scotland plc and Lloyds Baplk act as agents and
Deutsche Trustee Company Limited acts as secigégtaespectively in relation to the Issuer Faesit

The Issuer Facilities are secured by fixed andifigasecurity over substantially all of the assgftshe Issuer and of
Heathrow (DSH) Limited (including the issued sheapital of the Issuer and Security Parent) as destbelow under
“—Security.

Repayments and Prepayments

Subject to certain conditions, the Issuer may vialtily prepay and/or permanently cancel all or |fbaeing a minimum
amount of £10,000,000) of the loans or availablemitments (as appropriate) under the Issuer FHasillly giving
three business days' prior notice to the agent.ukitsogprepaid may not be reborrowed.

In addition to voluntary prepayments, the Issuadil&s require mandatory cancellation and, if kgable, prepayment
(or, as the case may be, an offer to do so) irofuilh part in certain circumstances, including:

. with respect to any lender, if it is or will bene unlawful for such lender to perform any of ibdigations under
the Issuer Facilities; and

. upon the occurrence of a sale of the whole ostamitially all of the Group's business and assets.

Upon a change of control, the Issuer must notigy dlgent of such change of control. If there is angle of control,
each lender may elect to cancel its commitmentsadiately and declare all amounts owing to it unither Issuer
Facilities due and payable immediately.

Interest and Margins

Loans under the Issuer Facilities bear interest ratte per annum equal to LIBOR plus the applicatdegin and any
mandatory cost.

The applicable margins for Facility A, Facility Bé Facility C of the 2014 Issuer Facility are 2p& cent. per annum
3.00 per cent. per annum and 3.55 per cent. pamanrespectively. The applicable average marging-&zility A,
Facility B and Facility C of the 2016 Issuer Fayill are 3.00 per cent. per annum, 3.15 per centapnum and 3.45
per cent. per annum, respectively. The applicalalegin for the 2016 Issuer Facility 2 is 3.75 pertceer annum.

Security

Both the Issuer and Heathrow (DSH) Limited haveeertt into debentures granting fixed and floatingugéy over
substantially all of their assets and undertakinglding, without limitation, a first ranking chge of all the issued
share capital of the Security Parent and the Issaspectively) to secure the obligations of tteeiés under the Issuer
Facilities. The holders of the Notes, the holddrshe 2019 Notes, the holders of the 2025 Notes amd hedge
counterparties also benefit from this security ek as will any additional third party creditor athibecomes a
Secured Party in accordance with the terms of tterdreditor Agreement. The security securing gsuér Facilities
rank and secure the Issuer Facilities, the Notes2019 Notes, the 2025 Notes, any other Bond litiabj any other
Credit Facilities Liabilities and any Hedging Liaties (as those terms are defined ifefms and Conditions of the
Note$) pari passupursuant to the terms of the Intercreditor Agreinisee “—ntercreditor Agreemerit
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Representations

The Issuer Facilities include standard represemtatand warranties, which include, amongst othexiil power and
authority to enter into the agreement, complianith applicable laws, no misleading information ahdt the Issuer
has good title to its assets.

Financial Covenants

In addition to the general covenants describedvigelioe Issuer Facilities each contain a financ@lenant requiring
the Group to maintain (i) a Group RAR (as definedTierms and Conditions of the Notesot greater than 92.5 per
cent.; and (ii) a Group ICR (as defined ifietms and Conditions of the Ndferot less than 1.0 in respect of each
period of 12 months ended each 31 December aftetstuer Facilities were entered into. The Issuirbe able to
cure any breaches of these financial covenant® upite (in non-consecutive years) during the tfeeach of the
Issuer Facilities.

General Covenants

The Issuer Facilities contain positive and negatteeenants. The restrictions on investments, nemgtiedge,
disposals, affiliate transactions, indebtednessdeinds and share capital (save for certain agieemtions) follow the
relevant provisions of the Notes, as describedanendetail in Terms and Conditions of the Ndtes

Events of Default

In addition, the Issuer Facilities provide everftdefault, including, among others, the following:

. non-payment, subject to a 3 business day gragedpler administrative and technical errors;
. breach of financial covenants with no grace pkrio

. breach of other obligations, subject to a 20ress day grace period;

. misrepresentation, subject to a 20 business dmegeriod,;

. cross default;

. insolvency, insolvency proceedings and creditocess, subject (where relevant) to a 28 day greded;
. unlawfulness and invalidity;

. cessation of business;

. termination of licence;

. audit qualification;

. repudiation and rescission of agreement; and

. litigation and creditor's process.

Upon the occurrence of an event of default undgr airthe Issuer Facilities, the relevant agent nsgong other
things, declare all of the loans and all other am®ypayable thereunder to be immediately due agdbpa or to be
payable on demand.

INTERCREDITOR AGREEMENT

General

The Issuer and Heathrow (DSH) Limited have entemsidb an intercreditor agreement (théntércreditor
Agreement’) with, among others, the security agent, the &gemder the Issuer Facilities, the trustee for 28&9
Notes, the trustee for the 2025 Notes and any hgdgieditors. The Trustee will accede to the Imestitor Agreement
on or about the issue date of the Notes.

Under the Intercreditor Agreement, the term “SeduParties” is defined to mean the security agdm, dgents,
arrangers and lenders under the Issuer FacilthesTrustee in its capacity as trustee for the drslaf the Notes, the
holders of the 2019 Notes and the holders of tH¥ 20otes, any hedging creditor, any future secegreditor which
has acceded as a party to the Intercreditor Agreemehe relevant capacity and any receiver oegle appointed by
the security agent pursuant to any of the secdatpments.
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The Intercreditor Agreement is governed by Englist

The Intercreditor Agreement includes terms thedtaish:

. the ranking and priority of the liabilities owed the lenders under the Issuer Facilities, toThestee in its
capacity as the trustee for the holders of the $\dtee holders of the 2019 Notes and the holdetbeo2025
Notes, to the hedging creditors and to HeathronHPISmited with respect to liabilities owed by th&suer to
Heathrow (DSH) Limited (Parent Liabilities™);

. the basis on which the security agent is appditdgérold the collateral created by the securityutieents;

. under what circumstances the security documeaisha enforced;

. the application of proceeds from an enforcememéspect of the collateral; and

. under which circumstances the collateral may tharexl on apari passubasis with additional third party
creditors.

Priority of Secured Obligations

The Intercreditor Agreement purports to rank (ghtiand priority of payment) the debt held by tlee8ed Parties
under the Issuer Facilities, the trust deed for2B#9 Notes, the trust deed for the 2025 NotesTthst Deed and the
hedging agreements (th&écured Obligations), together with the collateral that secures s@ecured Obligations,
pari passwwithout any preference between any such claseafrgd Obligations.

Incremental and Refinancing Debt

The Intercreditor Agreement permits certain addalosecured debt, including any debt which is dhigersuant to
additional credit facilities and additional bonashotes issued by the Issuer and which are pednitteler the terms of
the Issuer Facilities, the trust deed for the 2Rbges, the trust deed for the 2025 Notes and thsteed to share in
the collateral and rangari passualongside the other Secured Obligations.

Prohibited Actions
The Intercreditor Agreement does not limit the mglof:
. payments, distributions or other actions in respéthe Secured Obligations under the Issuerlikasi

. payments (including in respect of scheduled e@geand principal) in respect of the Secured Otiiga under
the Trust Deed; and

. payments in respect of the Secured Obligatioreuthe hedging agreements (subject to certainatshs as
set out in the Intercreditor Agreement),

in each case, in accordance with terms of the deatsrgoverning the relevant class of Secured Cisiga

Following the occurrence of certain acceleratiord/an insolvency events all payments in respect etused
Obligations must be applied in accordance withpdngment waterfall set out in the Intercreditor Agment.

The Intercreditor Agreement prohibits Parent Li#ib$ from receiving the benefit of any securitylagantee,
indemnity or other assurance against loss andy poiche final discharge of all obligations undée tSecured
Obligations or an insolvency event, prohibits thlerig of any enforcement action by the Parent watpect to Parent
Liabilities.

Enforcement of Security Documents
The Intercreditor Agreement provides that onlydkeurity agent will have the right to enforce teewsity documents.

Under the Intercreditor Agreement and subject togcurity having become enforceable in accordaitbeits terms,
the security agent shall determine the nature, gemant, timing and control of any enforcement & #ecurity
documents on the instructions of the Secured Ranti®, in the aggregate, hold more than 50 per. oétihe amounts
under the Issuer Facilities (and certain additiocraldit facilities), any hedging arrangements admel Notes then
outstanding (including certain additional noted)e(t‘Majority Primary Creditors ”). In the absence of such
instructions, the security agent shall act asas gg.
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The security agent will not be liable in any redgeany Secured Party or any other person forogsiag (or failing to
exercise) any of its rights, powers or discretioneelation to the security documents. The secuifgnt may disregard
any instructions to enforce any security if thasgtiuctions are inconsistent with the Intercredgreement.

Snooze/Lose

The Intercreditor Agreement provides that if inaten to a request for a consent to participate wote or to approve
any other action or provide any confirmation orificiition under the Intercreditor Agreement, thersigunder the
Issuer Facilities, the Trustee (in its capacityrastee for the holders of the Notes, the holdéthe 2019 Notes or the
holders of the 2025 Notes) or a hedge counterfedgh, for itself and on behalf of the creditorsejpresents) fails to
respond to that request within 20 business dayheofequest being made, the consent or vote of pady (and the

aggregate principal amount of indebtedness reptedeny such party) shall be disregarded for thepgags of

ascertaining whether an agreement has been obtan@te carried or another action approved, anthe case of any
confirmation or notification, that confirmation ootification will be deemed to have been given.

Enforcement Proceeds

The Intercreditor Agreement regulates the ordewlrich amounts received by the security agent (ohinly upon
enforcement of the collateral) are distributedt® $ecured Parties.

Under the Intercreditor Agreement, the parties edhat, following any enforcement of the securipcaments, the
claims of the security agent, any receiver or dele@ppointed by the security agent pursuant too&rlye security
documents will have first ranking claims (withoutyepriority between themselves), followed by thetsand expenses
of any Secured Party (including the Trustee andathents) incurred in realisation or enforcementhef security
documents, and then followed by claims in respéth® obligations under the Issuer Facilities, dhégations under
the trust deed for the 2019 Notes, the obligationder the trust deed for the 2025 Notes, the Thesd, the
obligations of any hedging creditor and the obligat under any other additional bonds or additiamadit facilities
permitted under the Trust Deed and the Intercrediigreement rankingari passuandpro rata according to the
respective amounts among themselves, and findliywfed by any claim which the security agent isigdd to pay in
priority to the Issuer or Heathrow (DSH) Limitechd balance (if any) will be paid to the Issuer &tehthrow (DSH)
Limited. The security agent will apply amounts ieed following enforcement, including recoveriesorfr
enforcement, in accordance with this priority.

The Intercreditor Agreement contains customarydven provisions.
Appointment of Security Agent
The Intercreditor Agreement sets out the terms loictwthe security agent holds the benefit of treeisty documents.

The security agent shall not be obliged to takeawiipn (including with respect to taking enforcernproceedings or
enforcing the security documents) unless indendhifsecured or prepaid to its satisfaction. The rilgcagent shall be
entitled to accept deposits from, lend money to gederally engage in any kind of banking or othasifess with
either the Issuer or Heathrow (DSH) Limited.

Unless acting on the instruction of the MajoritynRary Creditors, or exercising certain specificcdétions granted to it
under the Intercreditor Agreement, in exercising discretion to exercise a right, power or autlyotinder the
Intercreditor Agreement, the security agent shalsd having regard to the interests of all the Bet®arties.

The security agent is not obliged to insure anjatetal, or require any other person to maintaichsasurance, and
will not be responsible for any loss, expense aility which may be suffered as a result of theklaf, or inadequacy
of, such insurance. Each Secured Party (other thansecurity agent) is responsible for undertakitsg own
independent appraisal and investigation of allsiakising under or in connection with the InterdardAgreement and
related documents, including in respect of therfaia condition, status and nature of each memb#neoGroup and
the title of any security provider to the collatefdeither the security agent nor any receiver @legate shall be liable
for (among other things) validity, effectivenesdequacy or enforceability of the collateral.

Release of Transaction Security

The Intercreditor Agreement provides that the dgcagent may release the collateral (and the ablbigs of the
obligors) under certain conditions, including innnection with the enforcement of the security doents or in
connection with the sale or disposal of assets tarby each relevant financing document.
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Common Security

None of the lenders under the Issuer Facilities, Titustee on behalf of the holders of the Noteshtlders of the 2019
Notes and the holders of the 2025 Notes, or thgihgctreditors may take the benefit of any seclwoitguarantees in
respect of their respective Secured Obligationgrothan under the relevant financing documents thedsecurity
documents.

Amendments

The security agent, the Issuer and Heathrow (DSi)ted each has the right to make amendments warielminor or
of a technical nature to the Intercreditor Agreetnwithout any further consent from the Secured iPartOther
amendments or waivers of the Intercreditor Agrednnesty be made only with the consent of the agedeumach
Issuer Facility, the Trustee as representativl@hivlders of the Notes, the 2019 Notes and thg RléRes, the trustee
or agent under any additional bonds or additiomedlit facilities permitted by the Trust Deed aneé thtercreditor
Agreement, the security agent and Heathrow (DSHjited, except that any amendment, waiver or contbertonly
affects the rights and obligations of certain gartfand which could not reasonably be expected tadverse to the
interests of the other parties) requires the cdnmaly of the parties so affected. Under the Imelitcor Agreement, the
security agent may—if so instructed by the Majoftymary Creditors, and if Heathrow (DSH) Limitednsents—
amend the terms of, waive requirements of or gcansents under any of the relevant security doctsn@novided
that for releases of security, claims or liabitier any consents given by the security agent cordance with the
Intercreditor Agreement, any amendment, waiveramsent related to the security documents whictc@sffine nature
or scope of the security or the manner in whichpteeeeds of enforcement of the security are 8igted requires the
prior consent of the Secured Parties.

SENIOR BORROWER GROUP INDEBTEDNESS

As at 31 March 2017, the Senior Borrower Group tmagbtedness totalling £12,252 million under rewavcredit
facilities (the ‘RCF”"), a revolving working capital facility, a liquith facility (the “Senior Borrower Liquidity
Facility”), term loans from the European Investment Barnkeoterm debt (together, thAuthorised Senior Credit
Facilities” and each anAuthorised Senior Credit Facility”) and borrower loan agreements between Heathraiv an
Heathrow Funding Limited, which correspond in thieims to each series of bonds (ti8=rior Bonds) issued by
Heathrow Funding Limited (theBbrrower Loan Agreements and, together with the Authorised Senior Credit
Facilities, the Senior Borrower Group Indebtednesd). The Senior Borrower Group can issue senior iragklebt
(“Senior Debt) and junior ranking debt gunior Debt”).

The Senior Borrower Group Indebtedness is secwyetibstantially all the assets of each of the mesbkthe Senior
Borrower Group (the Senior Obligors’ and each a Senior Obligor”) and guarantees by each Senior Obligor in
respect of each other's obligations, in favouteflenders under the Senior Borrower Group Indelass! (the Senior
Borrower Secured Creditors’). In addition, Heathrow Funding Limited as issudr the Senior Bonds provided
security over substantially all of its assets inofar of the trustee under the Senior Bonds andensldf the Senior
Bonds.

A common terms agreement (th@TA”) sets out the common warranties, covenants, érigyents or loan events of
default applicable to the Senior Borrower Groupelnt@dness. The Senior Borrower Secured Creditore hbso
entered into intercreditor arrangements, containea security trust and intercreditor deed (ti83fD"). These are
described below.

If the Senior Borrower Group fails to make paymemtsomply with the covenants in respect of itafining, this may
result in a default under the Senior Borrower Gréopncing and the insolvency of the Senior Borro@eoup. The
Notes will be subordinated to all liabilities ofetfSenior Borrower Group and so in such circumstative Issuer's
ability to make payments under the Notes wouldéxerely restricted and there might be no returnglation to the
Notes.

CTA
General

The CTA sets out certain representations, covendnitgger Events and Loan Events of Default whigiplg to each
Authorised Senior Credit Facility including the Bower Loan Agreements. A copy of the CTA is avdéabn the
Heathrow Airport Holdings Group's website and isoirporated by reference in this Prospectus.

Covenants
The covenants are positive, negative, informatiaral financial in nature. They include an undertgkby LHR

Airports Limited as the agent of the Senior Borrow&roup (the Senior Borrower Group Agent’) to provide
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consolidated audited financial statements of theideBorrower Group and Heathrow Funding Limited fmach
financial year and consolidated, unaudited findrisfarmation for the financial half-year.

The Senior Borrower Group Agent must also supplynaestor Report by 30 June and 31 December esahweich
includes a general update on the Senior BorrowetgGregulatory and business developments andatagipenditure.

Each Senior Obligor has undertaken not to incur &mancial Indebtedness other than Permitted Fiahnc
Indebtedness. The incurrence of additional Sendalst@r Junior Debt is subject to certain conditimmduding that the
Senior RAR, the ratio of Senior Debt to the totAlBRmust be less than 0.725 and the Junior RARrdkie of Junior
Debt to the total RAB must be less than 0.90, ioheease calculated taking account of the proposietitienal
Financial Indebtedness. In addition, there areipimvs which restrict the amount of Financial Inelmess which can
fall due (a) within any 24-month period to 30 pent of total RAB and (b) within any Five-Year Retito 50 per cent.
of total RAB.

Heathrow cannot be sold without approval from #mguisite majority of qualifying Senior Borrower Sieed Creditors.
In addition to the restrictions on financial indatmess and disposals, the CTA also contains a nuofilmvenants
which regulate the Senior Obligors' activities uthg, among others:

(1) limitations on non-permitted business;

(2) limitations on joint ventures;

(3) anegative pledge; and

(4) arequirement to comply with specified insumaad outsourcing policies.
Trigger Events

The CTA sets out certain trigger events including:

(1) any breach of the following financial ratios:

(A) the Senior RAR as at any Relevant Date podt April 2018 is, or is estimated to be, more tBaf0 and
thereafter is, or is estimated to be, more tha@5).7

(B) the Junior RAR as at any Relevant Date iss @stimated to be, more than 0.85;

(C) the Senior ICR for each Relevant Period iss @stimated to be, less than 1.40; or

(D) the Junior ICR for each Relevant Period igs@stimated to be, less than 1.20;
(2) creditrating downgrades on the Senior Bonds;

(4) the commencement of the final reading of drediislation in the House of Lords or the House ofrnons
(whichever occurs later) relating to the businesarny Senior Obligor if such legislation could éhacted)
reasonably be expected to have a Material AdveifsetE

(5) forecast Capital Expenditure over the 12 mquehiod following a Calculation Date exceeds theragate of
undrawn RCF, cash and Projected Excess Cashfloar&€fapex over such 12 month period,;

(6) the amount available under the Issuer Liquiiiagilities/any cash liquidity reserve is less thia@ estimated
interest and equivalent finance charges for (a)lthenonth period following a Calculation Date ispect of
Issuer Senior Debt and (b) the six-month periokb¥ghg a Calculation Date in respect of Issuer dubebt;

(7) theissue of any compliance or enforcementrdogieany Regulator which would reasonably be exgzbtd have
a Material Adverse Effect; or

(8) theissue of a termination notice or a notitary proposed or actual modification in respecamy licence by a
Regulator which, if implemented, would reasonal@yelpected to have a Material Adverse Effect.

The occurrence of a Trigger Event gives rise taousr consequences including a block on Restricesgnients, the
preparation of remedial plans and a terminatiom plarespect of the Shared Services Agreementaatight for the
security trustee under the Senior Borrower Grougeliedness to request to participate in discussiatis the
Regulator.

72



Loan Events of Default

The CTA contains a number of Loan Events of Defdslibject, in some cases, to agreed exceptiongrialay
qualifications, reservations of law and grace ms)joncluding:

(1) non-payment by a Senior Obligor of amounts peyander the Finance Documents;
(2) a breach of the following financial ratios:

(A) if the Senior RAR as stated in the complianettificate produced in respect of the reportingedalling
in June in respect of 31 December of the precefitiagcial year is more than 0.925; and/or

(B) if the Average Senior ICR as stated in the plimmce certificate produced in respect of the répg date
falling in June is less than 1.05;

(3) non-compliance with any term of any covenantrmlertaking in any Finance Document;

(4) arepresentation made or repeated by a SeblggdDin any Finance Document being incorrect @leading in
any material respect when made or deemed to bateghe

(5) theinsolvency of a Senior Obligor;

(6) it becoming unlawful for any Senior Obligorgerform its obligations under any transaction doeain
(7) certain changes in law; or

(8) the occurrence of an event of default undeiStbreior Bonds.

In respect of each Loan Event of Default requirémty action or discretion on the part of the relévaeditor, the
security trustee under the Senior Borrower Grougelitedness will act in accordance with the relegaavisions of
the STID.

Hedging Policy

The Senior Borrowers are subject to a Hedging Relitich is set out at Schedule 5 of the CTA. Thei@eBorrowers
have entered into and in the future may enter wddous interest rate, inflation-linked and curngrteedging
transactions in conformity with the Hedging Policy.

Security Trust And Intercreditor Deed (“STID")

The intercreditor arrangements among the SenioroB@r Secured Creditors of the Senior Borrower @réine
“Senior Intercreditor Arrangements”) are contained in the STID. Creditors of debt setured by the collateral
securing the liabilities under the CTA are not awildinot become parties to the Senior Intercreddorangements and
will not be subject to their terms. However, thgm@gyate amount of such Financial Indebtednesssisated under the
CTA.

The purpose of the Senior Intercreditor Arrangeméntto regulate, among other things: (i) the ctamhthe Senior
Borrower Secured Creditors and their ranking impof payment after the delivery of a Loan EnforeemNotice; (ii)
the exercise, acceleration and enforcement of siglgtthe Senior Borrower Secured Creditors; (iig tights of the
Senior Borrower Secured Creditors to instruct sty trustee under the Senior Borrower Grougebtddness; and
(iv) the giving of consents and waivers and the imglof modifications to the CTA, the Security Dooemts, the
Shared Services Agreement, the STID, the Masteiniiehs Agreement and the Tax Deed of Covenane (th
“Common Document8). The Senior Intercreditor Arrangements provide the subordination and postponement of all
claims in respect of Financial Indebtedness oftdegthrow Airport Holdings Group company or Affileathereof that

is not a member of the Senior Borrower Group afidviing delivery of a Loan Acceleration Notice, pagnts under
the Shared Services Agreement and certain othéracb® otherwise entered into in accordance wighGRA.

As regards the giving of consents and waivers hadrtaking of modifications in relation to the Commidocuments,
the STID contains provisions which enable the ggctnustee under the Senior Borrower Group Indédéss to give
or permit the making thereof in certain circumstem¢principally where it determines that the cohsermiver or

modification will not be materially prejudicial ®enior Borrower Secured Creditors). Where the #gduustee under
the Senior Borrower Group Indebtedness is not mgllor able to exercise its discretion, approvamfroelevant
qualifying Senior Borrower Secured Creditors isuigggd. Consents, waivers or modifications may, dejpe on their
nature, constitute Ordinary Voting Matters or Egtdinary Voting Matters. In addition, they may ctnge an

Entrenched Right in respect of one or more Senmrdver Secured Creditors, with the result thatdabesent of such
Senior Borrower Secured Creditors will need to beaimed. Voting is effected on a “one pound eqoaks vote” basis,
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except that, in the case of bank debt, the entoktiie relevant outstanding bank debt will voteaotordance with the
instructions given by the relevant majority of thenk lenders in respect of such debt.

There are also provisions which enable instructtorise given to the security trustee under the@eBorrower Group
Indebtedness by the required percentage of Quadjfenior Borrower Secured Creditors in relatiom toumber of
matters, including whether to enforce the secuotipwing a Loan Event of Default and whether tdivkr a Loan
Acceleration Notice.

With exceptions, the Senior Borrowers are generfadlg to pay debts as they fall due, whether theynbrespect of
Senior Debt or Junior Debt, or in respect of unsegticlaims. There are, however, priorities of payteewhich
regulate payments made after the delivery of a LiBaforcement Notice and after the delivery of ardeceleration
Notice. In addition, the making of certain paymefotbowing a Loan Event of Default is regulated.
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TERMS AND CONDITIONS OF THE NOTES IN DEFINITIVE FOR M

Some of the definitions in the terms and conditimfihie Notes refer to definitions in the CommomigeAgreement
and the Master Definitions Agreement (each as ddfihelow). The Common Terms Agreement and the Maste
Definitions Agreement are incorporated by referemcthis Prospectus.

The following are the terms and conditions of tlete which (subject to modification) will be endaton each Note
in definitive form (if issued):

The £275 million 3.875 per cent. Senior Securedeblalue 2027 (theNotes, which expression shall in these
Conditions, unless the context otherwise requiredyde any further notes issued pursuant to Ceomdit9 Eurther
Issue¥ and forming a single series with the Notes) oatHeow Finance plc (thelSsuer’) are constituted by a trust
deed dated 8 June 2017T(tst Deed’) made between the Issuer, Heathrow (DSH) Limidte “Parent”) and
Deutsche Trustee Company Limited (tiedstee”) as trustee for the holders of the Notes (tNetéholders’) and the
holders of the interest coupons appertaining td\ibies (the Couponholders and the ‘Toupons), respectively). The
issue of the Notes was authorised by resolutiorth®fBoard of Directors of the Issuer passed oiMag 2017. The
statements in these Conditions include summariesnaf are subject to, the detailed provisions df dgfinitions in the
Trust Deed. Copies of the Trust Deed, the Agencyedgent dated 8 June 2017 (thg&ncy Agreement) made
between the Issuer, Deutsche Bank AG, London Braeiprincipal paying agent (thBrincipal Paying Agent’ and
any other paying agents appointed from time to tpuesuant to the terms of the Agency Agreement,"Baying
Agents’, which expression shall include the Principal iRgyAgent) and the Trustee, the Intercreditor Agreet (as
defined below), the Common Terms Agreement (asddfbelow) and the Master Definitions Agreementdgfined
below) are available for inspection during normakihess hours by the Noteholders and the Coupoetsolt the
principal office of the Principal Paying Agent, bgiat the time of issue of the Notes at Wincheslause, 1 Great
Winchester Street, London, EC2N 2DB, and at theipd office of each of the Paying Agents. The &ilders and
the Couponholders are entitled to the benefit i, lound by, and are deemed to have notice ofhalprovisions of
the Trust Deed, the Agency Agreement and the Ireditor Agreement applicable to them.

Terms used in these Conditions but not definechéx@ondition in which they first appear shall hdve meanings
attributed to them in Condition 2D¢finitiong, unless otherwise stated.

1. FORM, DENOMINATION AND TITLE

(@ The Notes are in bearer form, serially numbenmedhe denominations of £100,000 and integraltiplels of
£1,000 in excess thereof, up to and including A1®®, each with Coupons attached on issue. Notemef
denomination may not be exchanged for Notes ofoéingr denomination.

(b)  Title to the Notes and to the Coupons will pagslelivery.

(c) The Issuer, any Paying Agent and the Trusteg (toathe fullest extent permitted by applicabledh deem and
treat the bearer of any Note and the bearer ofGoupon as the absolute owner for all purposes {veneir not
the Note or Coupon shall be overdue and notwitliitgnany notice of ownership or writing on the Naoie
Coupon or any notice of previous loss or thefthaf Note or Coupon or of any trust or interest tingrand shall
not be required to obtain any proof thereof orcethe identity of such bearer.

2. STATUS

The Notes and the Coupons constitute direct, uritondl, unsubordinated and secured obligationtheflssuer and
shall at all times rangari passuand without any preference among themselves.

3. SECURITY

(&) Security.Under the Transaction Security Documents, the Saeiion Security has been granted by the Parent
and the Issuer to secure the payment when duedser's payment obligations under the Notesfamdrust
Deed. On the date of the Trust Deed, the Transa&gxurity consists of (a) on a first-priority l®stharges
over all of the share capital of the Issuer heldh®yParent and the Issuer's holding of shardsaistiare capital
of Heathrow (SP) Limited, and (b) on a first-prigrbasis, charges over substantially all the otaegible and
intangible assets of the Parent and the Issuer.

The Transaction Security securing the Notes ramkssecures the Notes, any other Bond Liabilithes Credit
Facilities Liabilities and the Hedging Liabilitigari passupursuant to the terms of the Intercreditor Agresime

Subject to the terms of the Intercreditor Agreenasd compliance with these Conditions, includingipliance
with Conditions 4.6 Nlegative Pledgeand 4.9 Further Assurancgsand the provisions of the Trust Deed, the
Issuer is permitted to extend the benefit of thanBaction Security to holders of certain futureahial
Indebtedness that may be incurred, including anglitmhal Notes permitted under these Conditions Hred
Trust Deed.
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(b)

4.1
(@)

(b)

(©

The Intercreditor Agreement also provides, amoogser things, that any proceeds received fromrerfoent
of the Transaction Security will be shared equalig rateably in satisfaction of the Credit Fa@étLiabilities,
the Hedging Liabilities and the Bond Liabilities.

Each Noteholder, by subscribing to, purchasingtberwise acquiring a Note, shall be deemed (ihdwe
authorised the Trustee and the Security Agent tereimto the Transaction Security Documents and the
Intercreditor Agreement and (ii) to be bound thgreb

Noteholders may not, individually or collectiveligke any direct action to enforce any rights iairtHavour
under the Transaction Security Documents. The Nddeins may only act through the Trustee or the Stycu
Agent, as applicable. Subject to Conditions Eaf¢rcement of Securjtyand 13 Noteholder Actiopand the
terms of the Intercreditor Agreement, the Secukiignt will agree to any release of the securitgriests created
by the Transaction Security Documents that is toetance with these Conditions and the Trust Deéubowut
requiring any consent of the Noteholders. The Bri$tas the ability to direct the Security Agentemmence
enforcement action under the Transaction Securibguents, subject to the terms of the Intercreditor
Agreement. The enforcement of the Transaction $gcyrovided for under the Transaction Security
Documents is subject to the Intercreditor Agreement

Subject to the terms of the Transaction Securibgubnents and the Intercreditor Agreement, the isgie
entitled (without consent of the Trustee or thedlolders) to exercise any and all voting rights enckceive

and retain any and all cash dividends, share didse liquidating dividends, non-cash dividends,reba
resulting from share splits or reclassificationghts issue, warrants, options and other distrilngi(whether

similar or dissimilar to the foregoing) in respetthe shares that are part of the Transactionr&gcu

The rights under the Transaction Security Documevith respect to the Notes and the Trust Deed test
exercised by the Security Agent in respect of ilhe Notes outstanding and in accordance wittteéhas of the
Intercreditor Agreement.

Release of the Transaction Securtyl Security granted to the Security Agent on &klof the Noteholders and
the Trustee under the Transaction Security Docusneiit be automatically and unconditionally reledseall
obligations under these Conditions and the TrustdD@e discharged, in each case in accordanceheitterms
and conditions in the Trust Deed and the Intertoedigreement.

COVENANTS
Financial Covenants
The Issuer shall ensure that in respect of €arhpliance Reporting Date:

(i) As at the Relevant Testing Date, Group RARIllghat be greater than either 90 per cent. untthstime
as the 2019 Notes either mature, are repaid orecdrns obtained to amend the Group RAR restrictions
or 92.5 per cent. thereafter; and

(i)  Group ICR in respect of the Relevant Testirggiod shall not be less than 1.0.

For the purposes of this Condition 4.1, GroupRRand Group ICR shall be as stated in the Comp#ian
Certificate for the Relevant Testing Date and Ratévl esting Period.

No Event of Default shall occur as a resula dfreach of paragraph (a) above if, within 30 deter delivery of
a Compliance Certificate to the Trustee pursuamtat@graph (b) of Condition 4.1Information and Reports;
Certificates; Notification of Defaults and EvenfsDefaul), the Issuer:

(i) receives a Permitted Equity Cure Amount;
(i) uses, or procures that any member of the @roses, the Permitted Equity Cure Amount to repay,

repurchase or defease Senior Debt, Junior Debbwo®ings; and

(i) delivers a revised Compliance Certificate ttee Trustee indicating that, after taking into aot the
Permitted Equity Cure Amount used to remedy thadiieGroup RAR is not greater than either 90 per
cent. until such time as the 2019 Notes either reatare repaid or consent is obtained to amend the
Group RAR restrictions, or 92.5 per cent. thereaéted Group ICR is not less than 1.0.
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(d)

(e)

4.2
(@)

(b)

(©

4.3
(@)

(b)

4.4

(@)

For the purpose of remedying any breach ofgragsh (a) above, the Permitted Equity Cure Amotatl e
treated as though it had been received and appliegtiuction of Senior Debt, Junior Debt or Borrogs on (i)
the Relevant Testing Date for the purposes of taiog Group RAR and (ii) the first day of the Redat
Testing Period for the purpose of calculating GrtDR.

If, after delivering a revised Compliance Cardite to the Trustee pursuant to paragraph (cHitove, the
requirements of paragraph (a) above have been @anpith, such requirements shall be deemed to baea
satisfied as of the relevant date of determinatiod the applicable breach or default of paragraphalove
which had occurred shall be deemed cured.

Limitation on Financial Indebtedness

Restrictions on the Issuer

()  The Issuer shall not incur or allow to remaiatstanding any Financial Indebtedness except Bedni
Financial Indebtedness.

(i)  The Issuer will not incur or allow to remadutstanding any Parent Liabilities:
(A) which are repayable prior to the Maturity Date

(B) which provide for the payment of interest prio the Maturity Date other than on a capitalised
basis.

Restrictions on the ParentUnder the Trust Deed, the Parent has agreedt gtedll not incur or allow to remain
outstanding any Financial Indebtedness except Redhftinancial Indebtedness.

Restrictions on Subsidiary Group Compani€khe Issuer shall ensure that no Subsidiary Gompany will
incur or allow to remain outstanding any loan fie$ with financial institutions or any bonds pumst to the
terms of Senior Finance Documents that rank intpdipayment and security subordinate to JuniortDeb

Limitation on Dividends, Share Redemption and Retett Payments

Restrictions on the IssueExcept on a date when the Controlled Payment Conditare satisfied in respect of
the applicable payment, the Issuer shall not:

(i) declare, make or pay any dividend, charge,ofeether distribution (or interest on any unpaiddénd,
charge, fee or other distribution) (whether in castin kind) on or in respect of its share capftal any
class of its share capital);

(i) repay or distribute any dividend or sharerpigm reserve;

(i) pay any management, advisory or other feertto the order of any direct or indirect shardeot of the
Issuer;

(iv) redeem, repurchase, defease, retire or repgyf its share capital or resolve to do so; or
(v) make any payment under or in respect of Pebet.
Restrictions on the Subsidiary Group Companies

(i) Except as permitted by paragraph (b)(ii) belawe Issuer shall ensure that no Subsidiary Group
Company makes any Restricted Payment.

(i)  Paragraph (b)(i) above does not apply to Begtricted Payment:
(A) made to the Issuer; or

(B) made on a date when the Controlled Paymentifions are satisfied in respect of that Restricted
Payment.

Limitation on Transactions with Affiliates
Restrictions on the Issuer

(i) Except as permitted by paragraph (a)(ii) beltlre Issuer shall not enter into any transactidth any
Affiliate otherwise than on an arm's-length basi®w terms no less favourable to the Issuer thamdvo
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reasonably be expected to be obtained in a reagoaah's-length transaction with a person who is no
an Affiliate.

(i) Intra-Group loans permitted under Conditia® 4.imitation on Loans, Credit or Guaranteshall not be
a breach of paragraph (a)(i) above.

(iii)  With respect to any transaction or serieg@hted transactions (other than transaction&énordinary
course of business or an intra-Group loan refetoeth paragraph (a)(ii) above) involving aggregate
payments or the transfer of assets or the provisfaservices, in each case having a value grelaser t
£100 million (or its equivalent in any other curcgror currencies), the Issuer will deliver to theiStee a
written opinion of an accounting, appraisal, inwemt banking or advisory firm of international starg
stating that the transaction or series of relatadsactions is fair to the Issuer from a finanpiaiht of
view.

(b) Restrictions on the Subsidiary Group Companies

(i) Except as permitted by paragraph (b)(iii) elahe Issuer shall ensure that no Subsidiary Group
Company will enter into any transaction with anilidfe tothe extent prohibited by paragraph 25 (Arm's
length terms) of Part 3 (General covenants) of Sglee2 (Covenants) of the Common Terms Agreement.

(i)  With respect to any transaction or seriegafted transactions (other than transactions enotidinary
course of business) involving aggregate paymentetransfer of assets or the provision of sesyige
each case having a value greater than £100 m{llioits equivalent in any other currency or curiegg
the Issuer will deliver to the Trustee a writteringgn of an accounting, appraisal, investment baglar
advisory firm of international standing statingtttiee transaction or series of related transaci®fer to
such Subsidiary Group Company from a financial pofrview.

(i) Intra-Group loans permitted under Conditidtb (Limitation on Loans, Credit or Guaranteand any
transaction or series of related transactions Etv@ibsidiary Group Companies shall not be a brefich
paragraph (b)(i) above and shall not be subjettiaaequirements specified in paragraph (b)(iivabo

4.5 Limitation on Loans, Credit or Guarantee
(@) Restrictions on the Issuer

(i) Except as permitted under paragraph (a)(ipwethe Issuer shall not make or grant any loaextend
any other credit or give any guarantee or indenthiy constitutes Financial Indebtedness.

(i) Paragraph (a)(i) above does not apply to:
(A) anyloan made by the Issuer to a SubsidiagurCompany; or

(B) any loan made to the Parent on a date wherCtrgrolled Payment Conditions are satisfied in
respect of that loan.

(b) Restrictions on Subsidiary Group Companies
(i)  Except (A) as permitted under paragraph (plp@low or (B) in compliance with paragraph (b)(below,

the Issuer shall ensure that no Subsidiary Groumgamy shall make or grant any loan or give any
guarantee or indemnity that constitutes Financidébtedness.

(i)  Paragraph (b)(i) above does not apply to:

(A) any transaction, other than a Restricted Payrhean, that is permitted by paragraph 16 (Loans
and Credit) of Part 3 (General covenants) of Sclee@u(Covenants) of the Common Terms

Agreement;
(B) anyloan made to the Issuer; or

(C) any Restricted Payment Loan made to a thimdy pather than the Issuer on a date when the
Controlled Payment Conditions are satisfied in eespf that Restricted Payment Loan.

(iif) The Issuer will not permit any Subsidiaryd@eip Company, directly or indirectly, to guarantagsume or

in any other manner become liable for the payméahg Financial Indebtedness of the Issuer (othan t
the Notes), unless such Subsidiary Group Companylgneously executes a deed supplemental to the
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4.6

(@)

(b)

4.7
(@)

(b)

Trust Deed providing for a guarantee of paymerhefNotes by such Subsidiary Group Company on the
same terms as the guarantee of such Financialtediesss.

Negative Pledge
Except as permitted under paragraph (b) below:

(i) the Issuer shall not, and the Parent has dgueeer the Trust Deed that the Parent shall megte or
permit to subsist any Security over any of thetassithe Issuer or the Parent, respectively; and

(i) the Issuer shall not, and the Parent haseammder the Trust Deed that the Parent shall not:

(A) sell, transfer or otherwise dispose of anyhaf assets of the Issuer or the Parent, respagtivel
terms whereby they are or may be leased to orgeiasd by the Issuer;

(B) sell, transfer or otherwise dispose of anthefreceivables of the Issuer or the Parent, réspbg
on recourse terms;

(C) enter into any arrangement under which monethe benefit of a bank or other account may be
applied, set-off or made subject to a combinatioacoounts; or

(D) enter into any other preferential arrangentenving a similar effect (clauses (A) through (D)
(inclusive), ‘Quasi Security’), in circumstances where the arrangement or &etien is entered
into primarily as a method of raising Financial ébtedness or of financing the acquisition of an
asset.

Paragraphs (a)(i) and (a)(ii) above do notwapphny Security or (as the case may be) QuasirBgthat:
(i) is Permitted Security; or

(i) equally and rateably secures the Issuer'gyatibns in respect of the Notes and all other amwulue
under the Trust Deed to the satisfaction of thesferl

Limitation on Sale of Certain Assets

The Issuer shall not enter into a transactiorsasies of transactions (whether related or not) whether
voluntary or involuntary to dispose of any shargsor indebtedness owed by, Heathrow (SP) Limitembgt in
accordance with Condition 4.1Rlerger, Consolidation and Sale of SubstantiallyAdsets

The Issuer shall procure that Heathrow Airgoniited (which for this purpose includes any otlgerbsidiary
Group Company that acquires any interest in Heathkport) does not enter into a transaction olieseof
transactions (whether related or not and whethkmiary or involuntary) to sell, lease, transferatherwise
dispose of the whole or substantially the wholéle&throw Airport, and the Issuer shall procure timtolding
Company of Heathrow Airport Limited which is thesler, the Parent or a Subsidiary Group Companysnte
into a transaction or series of transactions (wdretblated or not and whether voluntary or invauy to sell,
lease, transfer or otherwise dispose of any sharéteathrow Airport Limited or in a Holding Comparf
Heathrow Airport Limited which is the Issuer, tharént or a Subsidiary Group Company, except:

(i) to another Subsidiary Group Company; or
(i)  for cash payable on completion of the sald ahere the proceeds of the disposal or sale éétducting:

(A) any expenses which are incurred by any Sulisidsroup Company with respect to that disposal
to persons who are not members of the Group;

(B) any Tax incurred and required to be paid bg #eller in connection with that disposal (as
reasonably determined by the seller, on the basixisting rates and taking account of any
available credit, deduction or allowance); and

(C) any payments required to be paid from the geds to any other party, whether by Heathrow
Funding Limited or a Subsidiary Group Company ifofity to amounts outstanding under the
Notes,

are sufficient to repay in full all amounts outsteng under the Notes and any Permitted Borrowedt De
ranking pari passuwith the Notes and a Change of Control Offer icoadance with Condition 7.3
(Purchase of Notes Upon a Change of Contoipade for the Notes.
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4.8 Restricted Payment Conditions

The Issuer will not (and the Issuer will ensuret tha member of the Group will) enter into or pertatexist any
agreement binding on the Parent or a member dbtbap which:

(&) restricts the ability of a Subsidiary of theusr in a manner that is more restrictive thanRbstricted Payment
Condition to pay dividends, make loans, move moaeynake any other distribution to any of its direct
indirect shareholders (including the Issuer); or

(b)  results in a default (however described) or dadory prepayment obligation (whether upon thengjvaf notice
by a creditor or otherwise) in respect of any Feianindebtedness of the Issuer or the Parentci supayment
or distribution referred to in paragraph (a) absvenade by a Subsidiary of the Issuer on a basmified by
the Restricted Payment Condition.

4.9 Further Assurances

The Issuer shall, and the Parent has agreed umgl@raist Deed that the Parent shall, take all sgtion as is available
to it (including making all filings and registratis) as may be necessary for the purpose of théiareaerfection,
protection or maintenance of any Security confemeititended to be conferred on the Security Agerihe Trustee by
or pursuant to the Transaction Security Documents.

4.10 Holding Companies

(&) Restrictions on the Parentnder the Trust Deed, the Parent has agreed tkhglt not trade or carry on any
business other than any business which is in ttieary course of business as a holding company.

(b) Restrictions on the IssuerThe Issuer shall not trade, carry on any busin@ss, any material assets or incur
any material liabilities except for:

(i) ownership of shares in Heathrow (SP) Limitedra-Group debit balances, intra-Group credit beds
that are permitted under these Conditions and afteslit balances in bank accounts and Cash and Cash
Equivalent Investments but only if those shareditr balances and Cash and Cash Equivalent
Investments are subject to the Transaction Seguarity

(i) the Credit Facilities Liabilities, the HedgjnLiabilities and any liabilities in respect of Eimcial
Indebtedness permitted by these Conditions an@égsmial fees and administration costs incurraden
ordinary course of business as a holding company.

4.11 Information and Reports; Certificates; Notificatiofi Defaults and Events of Default
(@) Solong as any Notes are outstanding, thersslldurnish to the Trustee:

()  within 180 days after the end of the Issuérancial year, its audited consolidated finanattements
for such financial year;

(i) within 180 days after the end of the firshdncial half year of each financial year, its uriadl
consolidated financial statements for such findridf year; and

(i) as soon as itis available, but in any eveatlater than each Reporting Date, the Invest@oRe

(b)  On or before each Compliance Reporting Date,Iskuer will deliver a certificate substantiallythe form set
out in Schedule 6 to the Trust Deed (@ofnpliance Certificate’) to the Trustee, signed by a directdrthe
Issuer:

(i) certifying compliance with the financial cowams in paragraph (a) of Condition 4.Einancial
Covenantsand providing calculations for the financial coaets as at the Relevant Testing Date or for
the Relevant Testing Period, as the case may beasonable detail; and

(i) certifying as at the date of the certificaéitat no Event of Default is continuing.

(c) At the same time as providing any of the doautmeset forth in paragraph (a) above of this Camdito the
Trustee, the Issuer will also make the relevanudwnts available via the Regulatory News Servic¢hef
London Stock Exchange, subject to any distributioid offering restrictions and subject to compliamétn
applicable laws and regulations.
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(d)  The Issuer shall notify the Trustee within lsBiess Days of it becoming aware of the occurrefemy Event
of Default or Default stating what action, if arihe Issuer is taking with respect to that EvenDefault or
Default.

4.12 Merger, Consolidation and Sale of SubstantiallyXgkets

The Issuer will not consolidate, merge or amalgamaith or into (whether or not the Issuer is thevising
corporation), or sell, assign or convey, transfease, or otherwise dispose of, in one transaatiom series of
transactions, all or substantially all of its ass@tetermined on a consolidated basis for it asdSitbsidiaries) to
another person unless such consolidation, mergesgamation or sale or disposal of all or substdigtall assets
qualifies as a Permitted Transaction or the promisiof Condition 7.3Rurchase of Notes Upon a Change of Coitrol
are complied with.

4.13 Listing

So long as any of the Notes remains outstandirglstbuer shall use all reasonable endeavours tataraa listing of
the Notes.

5. THE INTERCREDITOR AGREEMENT

(&) The Trustee has acceded to the Intercreditoedgkgent with, amongst others, the agent under #udity
Agreements and the Security Agent. Under the tefrike Intercreditor Agreement, the Transactionugiee
securing the Notes will rank and secure any othemdBLiabilities, the Credit Facilities Liabilitieand the
Hedging Liabilitiespari passu The Intercreditor Agreement also provides, ambrgser things, that any
proceeds received from enforcement of the Trarma&ecurity Documents will be shared equally aneataly
between the Credit Facilities Liabilities, the HedgLiabilities and the Bond Liabilities.

(b)  Each Noteholder, by subscribing to, purchasingtherwise acquiring a Note, will be deemed teeha

() agreed to be bound by such provisions of ttiertreditor Agreement (whether entered into abefdate
of the Trust Deed or thereafter); and

(i) irrevocably appointed the Trustee to act tshiehalf to enter into and comply with the prawis of the
Intercreditor Agreement as set forth under Conditié (Meetings of Noteholders, Maodification, Waiver
and Authorisation)

6. INTEREST

(&) The Notes bear interest from, and includinguBe 2017 at the rate of 3.875 per cent. per anpayable semi-
annually in arrear on 1 March and 1 September @h gear (each aniriterest Payment Daté). The first
payment of interest, to be made on 1 March 201B,bsiin respect of the period from and includinguhe
2017 and will amount to £28.63 per principal amaofif1,000 per Note. Each payment of interest tifegg in
respect of each Interest Period from and includiniylarch 2018 to but excluding 1 September 2026, wil
amount to £19.38 per principal amount of £1,000N@te. The final payment of interest, to be madd dnarch
2027, will be in respect of the period from anduding 1 September 2026 to but excluding 1 Marck72énd
will amount to £19.38 per principal amount of £00Qger Note. Each Note will cease to bear interesh f and
including, its due date for redemption unless, ugdoa presentation, payment of the principal in eespf the
Note is improperly withheld or refused or unlestad# is otherwise made in respect of payment inctvievent
interest shall continue to accrue as provided @nfttust Deed.

(b)  Where interest is required to be calculatechéod in respect of overdue principal and otherdwe amounts) in
respect of a period that is shorter than an Intéesod, the day count shall be computed on tisestud a 360-
day year of 12 months.

(c) In accordance with Condition 8(d), if any IntgrBayment Date falls on a day which is not a BassirDay,
payments due on such Interest Payment Date shaible on the next day which is a Business Day.

7. REDEMPTION AND PURCHASE

7.1 Final Redemption

Unless previously redeemed, or purchased and dadcéte Notes will be redeemed at their princgoralount on the
Maturity Date.

7.2  Optional Redemption

(@) Optional RedemptionAt any time, upon not less than 30 nor more thanl@ys' notice, the Issuer may redeem
all or some only of the Notes at a redemption peigeal to 100 per cent. of the principal amountebieplus if
the redemption date occurs more than 3 months fwithre Maturity Date, the Applicable Redemptioerium
and, in each case, accrued and unpaid interestyjfto but excluding the redemption date.
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(b)

7.3
(@)

(b)

In connection with any redemption of any Notes urties Condition 7.2.(a), any such redemption naythe
Issuer’s discretion, be subject to one or more itimmd precedent including, but not limited to, inahcing
condition. If any such redemption is subject tds$attion of one or more conditions precedent,ribce of
redemption may state that, in the Issuer’s dismnethe redemption date may be delayed until smech &s any
or all such conditions shall be satisfied, or stmthemption may not occur and such notice may beresd in
the event that any or all such conditions shall nave been satisfied by the redemption date, othby
redemption date so delayed.

The Issuer will publish a notice of any optionedlemption of the Notes under this Condition in agance with
the provisions of Condition 2MNptices.

If fewer than all the Notes are to be redeemethgttime pursuant to this paragraph (a) the Isaileselect the
Notes by a method that complies with the requirgmehthe principal securities exchange, if anywdrich the
Notes are listed at such time or, if the Notesraselisted on a securities exchange, by such me#sothe
Trustee in its sole discretion shall deem fair apgropriate; provided, however, that no such gdat@emption
shall reduce the portion of the principal amouna dote not redeemed to less than £100,000. Thetdershall
not be liable for any selections made in accordavittethis paragraph.

Redemption Upon Changes in Withholding Taxekhe Notes may be redeemed at their principal amount
together with interest accrued to but excludingdhte of redemption at the option of the Issuerhole, but not

in part, at any time, on giving not less than 30 more than 60 days' notice to the Noteholdersctomlance
with Condition 20 Notice$ (which notice shall be irrevocable), if the Issgatisfies the Trustee immediately
prior to giving such notice that:

(i) it has or will on the occasion of the next pent due in respect of the Notes become obligegohio
Additional Amounts as provided or referred to inn@ition 10 Taxatior) as a result of any change in, or
amendment to, the laws or regulations of the ReleVaxing Jurisdiction, or any change in the putais
application or official interpretation of such laws regulations, which change or amendment becomes
effective on or after the date of the Trust Deexf a

(i)  such obligation cannot be avoided by the éssaking reasonable measures available frayidedthat
no such notice of redemption shall be given eathan 90 days prior to the earliest date on whigh t
Issuer would be obliged to pay such Additional Amisuwere a payment in respect of the Notes then
due.

Prior to the publication of any notice of rederoptpursuant to this paragraph (b):

(A) the Issuer shall deliver to the Trustee amipi of independent legal advisers of recognisaddihg to
the effect that the Issuer has or will become @ditp pay such Additional Amounts as a result ehsu
change or amendment; and

(B) the Issuer shall deliver to the Trustee anioBffs Certificate stating that the obligation rede to in
clause (b)(i) above cannot be avoided by the ISskémg reasonable measures available to it,

and the Trustee shall be entitled to accept spéhian as sufficient evidence of the satisfactiénhe condition
precedent set out in clause (b)(i) above, and sectificate as sufficient evidence of the satistactof the
condition precedent set out in clause (b)(ii) abawvel such opinion and certificate (if accepted)lisha
conclusive and binding on the Noteholders and txgpGnholders.

Purchase of Notes Upon a Change of Control

If a Change of Control occurs at any time, tthenlssuer must make an offer @hange of Control Offer”) to
each Noteholder to purchase such holder's Notespatchase price (th€hange of Control Purchase Pric®
in cash in an amount equal to 101 per cent. optireipal amount thereof, plus accrued and unpatierést, if
any, to the date of purchase described in paradtggbelow (the Change of Control Purchase Dat8.

Within 30 days following any Change of Contrble Issuer will publish a notice of the Chang€ohtrol Offer
in accordance with Condition 28l¢tice$ (the date of publication of such notice being‘tRablication Date”),
specifying the nature of the Change of Control #rel procedure for exercising the option contairmedhis
Condition 7.3, including (i) the Change of ContRalrchase Price and (ii) the Change of Control RagetDate,
which will be a Business Day no earlier than 30sdagr later than 60 days from the Publication Datesuch
later date as is necessary to comply with requirgsnender any applicable securities laws or regulat

To exercise the option to require purchase of & Nader this Condition, a Noteholder must delsech Note,

on any banking business day in the place of deligeror to the Change of Control Purchase Date (Pt
Period”) at the specified office of any Paying Agent, @tpanied by a duly signed and completed notice of
exercise in the form (for the time being currertfainable from the specified office of any Payingeat (a Put
Notice”) and in which the Noteholder may specify a bankaunt complying with the requirements of Condition
8 (Paymentysto which payment is to be made under this CoonlitNotes should be delivered together with all
Coupons appertaining thereto maturing after the ¢tae Put Date’), which is seven days after the expiration
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(©

(d)

7.4
(@)

(b)

(©)

(d)

(@)

(b)

(©)

(d)

of the Put Period, failing which deduction in respef such missing unmatured Coupons shall be niade
accordance with Condition ®é&ymentsand any amount so deducted will be reimbursédermanner specified
in Condition 8 Payments The Paying Agent to which such Note and Put ¢éotire delivered will issue to the
Noteholder concerned a non-transferable receiptgpect of the Note so delivered. If the Put Datani Interest
Payment Date, payment of the accrued interestspeat of any Note so delivered will be made inntenner
provided in Condition 8Raymentsagainst presentation and surrender of the rete®anpon. If the Put Date is
not an Interest Payment Date, payment of the addntierest, and in all cases, payment of prindipaéspect of
any Note so delivered will be made, if the Noteleolduly specified a bank account in the Put Naticeshich
payment is to be made, on the Put Date by tramsférat bank account and in every other case after the
Put Date against presentation and surrender dhéasase may be) endorsement of such receipt aptiwified
office of any Paying Agent in accordance with Cdiodi 8 Payments A Put Notice, once given, shall be
irrevocable. For all relevant purposes of thesedtmms, receipts issued pursuant to this Condisball be
treated as if they were Notes. The Issuer shatitfage (or procure the purchase of) the relevargdNmt the Put
Date unless previously redeemed or purchased aroetlted.

The Issuer will not be required to make a CleaoigControl Offer if a third party makes the Chargg Control
Offer in the manner, at the times and otherwisepimpliance with the requirements set forth in théeeditions
applicable to a Change of Control Offer made bylsiseer and offers to purchase all Notes validigleged and
not withdrawn under such Change of Control Offdre Thange of Control provisions of this Conditioitl e
applicable whether or not any other provisionshef Trust Deed are applicable.

To the extent the Issuer complies with appliedabnder offer rules and any other applicable sges laws and
regulations and such rules, laws and regulationflicowith the provisions of this Condition 7.3 Issuer will

not be deemed to have breached its obligationsruthite Condition and the Trust Deed by virtue otrsu
conflict.

Sinking Fund; Offers to Purchase; Open Market Pasgs; Cancellation of Notes

The Issuer is not required to make any mangaguemption or sinking fund payments with resgecthe
Notes.

The Issuer and any of its Subsidiaries mayngttame purchase Notes in the open market or otiserat any
price (providedthat they are purchased together with all unmdt@@upons relating to them).

All Notes so redeemed or purchased and any turethCoupons attached to or surrendered with tmem but
need not, be cancelled at the election of the isg\rey Notes or Coupons so cancelled will not bésseied or
resold.

Where Notes redeemed pursuant to this Condtti®edemption and Purchgsare cancelled upon redemption,
any unmatured Coupons appertaining to such Nothsth&r or not attached thereto or surrenderedwiitére
shall also be cancelled and may not be resold-izsted.

PAYMENTS

Payments of principal and premium (if any) gagiments of interest due on each Interest Paymatet Will be
made against presentation and surrender (or, ircdse of a partial payment, endorsement) of Notethe
appropriate Coupons (as the case may be) at tledispeoffice of any Paying Agent by Sterling chegdrawn
on, or by transfer to a Sterling account maintaibgthe payee with, a bank in London. Paymentstefest due
in respect of any Note other than on an Interegineat Date shall be made only against presentatidneither
surrender or endorsement (as appropriate) of taeanat Note.

All payments are subject in all cases to amyiagble fiscal or other laws and regulations, Without prejudice
to the provisions of Condition 10@xatior). No commissions or expenses shall be chargdutdbloteholders or
Couponholders in respect of such payments.

Each Note should be presented for paymenttiegetith all unmatured Coupons relating to it,ifejlwhich the

full amount of any such missing unmatured Coupan i(othe case of payment not being made in fhtt
proportion of the full amount of such missing ununatl Coupon which the amount so paid bears todtaé t
amount due) will be deducted from the amount duep&yment. Each amount so deducted will be paithén
manner mentioned above against presentation anehsler (or, in the case of part payment only, eseloent)

of such missing Coupon at any time before the gdqfiten years after the relevant payment datespect of
the relevant Note (whether or not the Coupon watlterwise have become void pursuant to Condition 9
(Prescription)) or, if later, five years after the date on whitle Coupon would have become due, but not
thereafter.

A Note or Coupon may only be presented for payihon a day which is a banking business day imdlevant
place of presentation (and, in the case of payrbgntransfer to a Sterling account, in London). Nalfer
interest or other payment will be made as a coresazpiof the day on which the relevant Note or Coupay
be presented for payment under this paragraplalld)d after the due date.
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(e)  Theinitial Paying Agent and its initial spéeif offices are listed below. The Issuer reseriesight, subject to
the prior written approval of the Trustee, at amyetto vary or terminate the appointment of anyiR@y\gent
and to appoint additional or other Paying Ageptsyidedthat they will at all times maintain:

(i) a Principal Paying Agent; and

(i) so long as the Notes are listed on any stexkhange or admitted to listing by any other rahva
authority, a Paying Agent with a specified offige such place as may be required by the rules and
regulations of the relevant stock exchange or stithr relevant authority.

The initial specified office of the initial Payinggent is:
Winchester House, 1 Great Winchester Street, Loft®2N 2DB.

Notice of any change in the Paying Agents or tepécified offices will promptly be given to the tdbolders
by the Issuer in accordance with Condition Rot{ces.

In acting under the Agency Agreement, the Payimgms act solely as agents of the Issuer and, riaice
limited circumstances specified therein, of thestee and do not assume any obligation to, or oalshiip of
agency or trust with, the Noteholders or the Coltsters. The Agency Agreement contains provisions
permitting any entity into which any Paying Agesterged or converted or with which it is consdkdicor to
which it transfers all or substantially all of @ssets to become the successor paying agent.

9. PRESCRIPTION

(@ Claims in respect of principal and premium viibcome void unless the relevant Notes are prebsedote
payment within a period of ten years from the appede payment date.

(b)  Claims for interest in respect of Notes shaltdme void unless the relevant Coupons are presént@ayment
within five years of the relevant Interest Paymate, subject to the provisions of paragraph (€ afdition 8
(Payments

10. TAXATION

All payments by or on behalf of the Issuer undewith respect to the Notes will be made free amarcbf and without
withholding or deduction for or on account of amggent or future Tax imposed or levied on such pagsby or
within the United Kingdom or by or within any defraent, political subdivision or governmental auttyoof or in the
United Kingdom having power to tax (each, Refevant Taxing Jurisdiction”), unless the Issuer is required to
withhold or deduct Taxes by law. In that event, Igser will pay additional amountsAdditional Amounts”) as may
be necessary to ensure that the net amount reckivedch Noteholder and Couponholder after suchheitling or
deduction (including any withholding or deductionriespect of any Additional Amounts) will not besdethan the
amount the Noteholder or Couponholder, as the wesebe, would have received if such Taxes had eet lwvithheld
or deducted.

The Issuer will not, however, pay Additional Amasiimi respect of any Note or Coupon:

(@) held by or on behalf of a holder who is liatdesuch Taxes, to the extent such Taxes are imposiedied by a
Relevant Taxing Jurisdiction by reason of the hidddpresent or former connection with such ReleVianting
Jurisdiction (other than the mere receipt, owngrdhdlding or disposition of Notes or Coupons, piréason of
the receipt of any payments in respect of any Mot€oupon, or the exercise or enforcement of rightter any
Notes or Coupons);

(b)  held by or on behalf of a holder who would haeen able to avoid such withholding or deductippfesenting
any form or certificate, or by making a declarat@mon-residence or other claim for exemptionh® televant
tax authority; or

(c)  presented for payment more than 30 days dfterdlevant payment is first made available toNbteholder or
Couponholder (except to the extent that the holdeid have been entitled to Additional Amounts ltfael Note
been presented on the last day of such 30-dayd)erio

The Issuer will (i) make such withholding or dedaetas is required by applicable law and (ii) rethi¢ full amount
deducted or withheld to the relevant authorityéonardance with applicable law.

Any reference in these Conditions to any amountsespect of the Notes shall be deemed also to tefany
Additional Amounts which may be payable under @ndition or under any undertakings given in additio, or in
substitution for, this Condition pursuant to the§irDeed.

If the Issuer becomes subject at any time to axipggjurisdiction other than the United Kingdomfer@nces in these
Conditions, in respect of payments by the Issu¢héoUnited Kingdom shall be construed as referenaehe United
Kingdom and/or such other jurisdiction.
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11.

(@)

EVENTS OF DEFAULT
Each of the following will be arEvent of Default”:

(i)
(ii)

(iii)

(iv)

V)

(Vi)

(vii)

default for 30 days in the payment when duarof interest or any Additional Amounts on any Note

default in the payment of the principal of premium, if any, on any Note at its Maturity (upon
acceleration, optional or mandatory redemptioanif, required repurchase or otherwise);

failure to comply with the provisions of Cdition 4.12 Merger, Consolidation and Sale of Substantially
All Asset;

failure to make or consummate a Change ofttbi®ffer in accordance with the provisions of @iaion
7.3 (Purchase of Notes Upon a Change of Coitrol

failure to comply with any covenant or agreemef the Issuer or the Parent that is containeth@se
Conditions or the Trust Deed (other than specifiedlause (i), (i), (iii) or (iv) above) and sudhilure
continues for a period of 30 days or more aftetteminotice thereof is given to the Issuer by thestee;

any Financial Indebtedness of any membehef®&roup:

(A) is not paid when due nor within any originadlgplicable grace period other than a non-paymient o
interest in respect of Junior Debt; or

(B) is declared to be or otherwise becomes dugpagdble prior to its specified maturity as a restil
an event of default (however described).

No Event of Default will occur under clause (A) (&) above in respect of Financial Indebtedneskéf
aggregate amount of all Financial Indebtednesinéalvithin clauses (A) and (B) above is less than
£50,000,000 (or its equivalent in any other curyenrccurrencies);

the Transaction Security ceases to be legalid, binding, enforceable or effective for amason other
than as permitted by these Conditions or is alleggdthe Issuer or the Parent to be invalid or
unenforceable;

(viii) any execution proceedings in an aggregateunt in excess of £50,000,000 (or its equivalenary

(ix)

)

other currency or currencies) are enforced inialaip any assets of the Issuer or any Subsidiaop®
Company;,

a moratorium is declared in respect of anydricial Indebtedness in an amount in excess oD88M00
(or its equivalent in any other currency or curieaxof the Issuer or any Subsidiary Group Company;
and

any corporate action, legal proceedings oeiolbgal procedure or formal step is taken in rafato:

(A) the suspension of payments, a moratorium of @&mdebtedness, winding-up, dissolution,
administration or reorganisation (by way of volugtarrangement, scheme of arrangement or
otherwise) of the Issuer or a Subsidiary Group Camypother than a solvent liquidation or
reorganisation of any Subsidiary Group Company;

(B) a composition, compromise, assignment or gearent with any creditor of the Issuer or any
Subsidiary Group Company; or

(C) the appointment of a liquidator (other thanr@spect of a solvent liquidation of a Subsidiary
Group Company), receiver, administrative receivadministrator, special administrator,
compulsory manager or other similar officer in exdpof the Issuer or a Subsidiary Group
Company or any of their respective material assets,

or, in the opinion of the Trustee, any analogaus@dure or step is taken in any jurisdictipnovided,
however that this clause (a)(x) shall not apply to: (X)yawinding-up petition which is frivolous or
vexatious and is discharged, stayed or dismisstdna28 days of commencement or, if earlier, thieda
on which it is advertised; or (Y) an applicatiom fbe appointment of a receiver, administrativesiesr,
administrator, compulsory manager or other sinufficer that is discharged at least five days ptiothe
first hearing of that application.
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(b)

12.

(@)

(b)

(©

13.
(@)

If an Event of Default occurs and is continyiagd, in the case of the Events of Default desdriinder clause
(&)(v) (other than in respect of a failure to complith the covenants set out in Condition 4Finéncial
Covenanty Condition 4.2 I(imitation on Financial IndebtedngssCondition 4.3(a) Limitation on dividends,
share redemption and restricted payments — Resmibn the IssugrCondition 4.5(a)l(imitation on Loans,
Credit or Guarantee — Restrictions on the IsjueCondition 4.6(a) Negative Pledge Condition 4.7
(Limitation on Sale of Certain Assgt€ondition 4.8 Restricted Payment Conditign€ondition 4.10 Kolding
Companiey Condition 4.11(d) Notification of Defaults and Events of Defauind Condition 4.12Merger,
Consolidation and Sale of Substantially All Asget&@)(vii) or (a)(x) above or any Event of Defaof the
Parent, the Trustee has certified in writing that,its opinion, the happening of such event is miailg
prejudicial to the interests of the Noteholders, Thustee:

(i)  may in its absolute discretion; and
(i)  shall if it has been directed to do so:
(A)  in writing by the holders of not less than (@& cent. in aggregate of the principal amourihef
Notes outstanding; or
(B) by an Extraordinary Resolution of the Naileters,

subject, in each case, to being indemnified anpferfunded and/or secured to its satisfactione giwnotice (a
“Note Acceleration Noticé) to the Issuer and the Security Agent declarhmgrincipal of, premium, if any, and
any Additional Amounts and accrued interest onttadl outstanding Notes immediately due and paydiite.
ability of the Trustee and the Noteholders to degland of the Noteholders to direct the Trustegeiare, the
Notes due and payable is subject to the termseoirtiercreditor Agreement.

ENFORCEMENT OF SECURITY
At any time after a Note Acceleration Notice li@en given to the Issuer, the Trustee:

(i)  may in its absolute discretion; and
(i)  shall if it has been directed to do so:

(A) in writing by the holders of not less than @& cent. in aggregate of the principal amountef t
Notes outstanding; or

(B) by an Extraordinary Resolution of the Noteleok]

subject in each case to being indemnified andfexfynded and/or secured to its satisfaction iretance with
the Trust Deed, instruct the Security Agent to makequest for voting in relation to enforcing fransaction
Security pursuant to the terms of the Intercredkgreement (each, &equest Instructior).

The Trustee shall, subject to being indemniéiad/or pre-funded and/or secured to its satigfadti accordance
with the Trust Deed, promptly after receiving arggRest in relation to enforcement of the TransacBecurity,
give a notice to Noteholders in accordance withdt@n 20 (Notice$ soliciting the direction from holders of
the Notes then outstanding (eachNeteholder Direction”) to the Trustee as to whether to instruct the figcu
Agent to take enforcement action in relation to Th@nsaction Security pursuant to the Intercredigreement
(such instruction, anEnforcement Instruction”). Upon the conclusion of the solicitation of Nbtéder
Directions, the Trustee shall inform the Issuer #m& Security Agent promptly in writing of the aggate
principal amount of Notes represented by the heldéNotes voting in favour of the Enforcement lnstion, if
any.

Any enforcement of the Transaction Securityl Wié¢ undertaken by the Security Agent, subjectattd in
accordance with, the provisions of the Intercraditgreement.

NOTEHOLDER ACTION

Subject to Condition 1ZEAforcement of Securjtyabove and paragraphs (b) and (c) below, no Nddeh@r
Couponholder shall be entitled to take any progegsior other action directly against the Issuetoaenforce
the Transaction Security, including:

(i) directing the Trustee to give a Request Irdtom or Enforcement Instruction;

(i) taking or joining any person in taking steggainst the Issuer or to enforce the Transacti@ur@g for
the purpose of obtaining payment of any amountfchre the Issuer to it; and

86



(iii) initiating or joining any person in initiatg any Insolvency Proceedings in relation to thswids or the
appointment of an Insolvency Official in relatianthe Issuer or in relation to the whole or anyt pathe
undertakings or assets of the Issuer.

(b) If the Trustee having become bound to give aeNwcceleration Notice to the Issuer fails to doasal that
failure is continuing, the holders of not less tl2&nper cent. in aggregate of the principal amafinhe Notes
outstanding may, as applicable, sign and give & Matceleration Notice to the Issuer in accordandé w
Condition 11 Events of Default

(c) If the Trustee having become bound to give gqu@st Instruction to the Security Agent fails tostoand that
failure is continuing, the holders of not less tl2&nper cent. in aggregate of the principal amafinhe Notes
outstanding may, as applicable, give a Requestict&in in writing directly to the Security Agent.

(d) If the Trustee having become bound to inforra thsuer and the Security Agent of the aggregateipal
amount of Notes represented by the holders of Naigag in favour of an Enforcement Instructionlsaio do
so and that failure is continuing, the Noteholdaes provide their Noteholder Direction in writing rielation to
the taking of enforcement action in relation to Tiransaction Security pursuant to the Intercreditgreement
directly to the Security Agent.

14. SUBSTITUTION

The Trustee may, without the consent of the Notdrsl or Couponholders, agree with the Issuer teubstitution in

place of the Issuer (or of any previous substitutder this Condition) as the principal debtor unther Notes, the
Coupons and the Trust Deed, of any Subsidiary efi$suer, any successor in business of the IssuamyoHolding

Company of the Issuer, as more fully set forthhie Trust Deed, subject to (i) the Trustee beingsfead that the

interests of the Noteholders will not be materigltgjudiced by the substitution, and (ii) certaihes conditions set out
in the Trust Deed being complied with. As moreyfidet forth in the Trust Deed (and subject to theddtions and

qualifications therein), the Trustee may, withdue tonsent of the Noteholders, also agree withsheer as to the
substitution of another corporation in place of ikgier as principal debtor under the Notes, thgpGos and the Trust
Deed.

15. REPLACEMENT OF NOTES AND COUPONS

If any Note or Coupon is lost, stolen, mutilatedfated or destroyed it may be replaced at the figbaffice of the
Principal Paying Agent in London, subject to alpbgable laws and stock exchange requirements, yaement by
the claimant of the expenses incurred in connegiiitin such replacement and on such terms as teee@ security,
indemnity and otherwise as the Issuer may reqpi@/{dedthat the requirement is reasonable in the ligigrefailing
market practice). Mutilated or defaced Notes or ffigms must be surrendered before replacementsenidisned.

16. MEETINGS OF NOTEHOLDERS, MODIFICATION, WAIVER A ND AUTHORISATION

(&) The Trust Deed contains provisions for convgmireetings of the Noteholders to consider any maffecting
their interests, including the modification by Eadrdinary Resolution of any of these Conditionsuay of the
provisions of the Trust Deed, the Notes, the Coaptire Agency Agreement, the Intercreditor Agreenoerthe
Transaction Security Documents. Such a meeting Ibeagonvened by the Issuer or the Trustee and bhall
convened by the Issuer at the request of Notehohigding not less than ten per cent. in princgmabunt of the
Notes for the time being remaining outstanding. Tfuerum at any meeting for passing an Extraordinary
Resolution will be one or more persons presentihgldr representing a clear majority in principaiant of
the Notes for the time being outstanding, or atadjpurned meeting one or more persons presenevdrathe
principal amount of the Notes held or representethibn or them, except that at any meeting, thertass of
which includes the modification of certain of th&enditions and certain of the provisions of thestrDeed,
the necessary quorum for passing an ExtraordinaspRtion will be one or more persons present hgldir
representing not less than two-thirds, or at anguaded such meeting not less than one-third, efgtincipal
amount of the Notes for the time being outstandifige matters (theBasic Terms Modifications') that require
such a quorum are:

(i) changing any date fixed for payment of priratjppremium (if any) or interest in respect of tHetes,
reducing or cancelling the amount of principal,rpram (if any) or interest payable on any date spest
of the Notes, altering the method of calculating #mount of any payment in respect of the Notes on
redemption, maturity or following the occurrence @fChange of Control or altering the method of
calculating the date for any such payment;

(i) alteration of the currency in which paymentsler the Notes and Coupons are to be made;

(i) impairing the right to institute suit for henforcement of any payment on or after the statatlirity
thereof (or, in the case of redemption, on or dfierredemption date);
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(iv)

V)
(Vi)

except as provided under Condition AN&@ative Pledge Condition 5 The Intercreditor Agreemenor
paragraph (c) of this Condition, make any changerty Intercreditor Agreement (or any amended
Intercreditor Agreement or replacement thereofroy provisions of the Trust Deed affecting the magk

of the Notes and the ranking of the payment olligat under the Notes, in each case in a manner that
adversely affects the rights of the Noteholderslicectly or indirectly releases the Transactionusieg
under the Transaction Security Documents, excepeasitted by these Conditions, the Trust Deed, any
Intercreditor Agreement and the Transaction Secxitcuments;

alteration of the quorum or majority requirtedpass an Extraordinary Resolution; and

alteration of (A) the definition of “Basic Ts Modifications” or (B) the quorum requiremends any
meeting convened to vote on any Basic Terms Matifios.

An Extraordinary Resolution passed at any meetihthe Noteholders will be binding on all Notehatslie
whether or not they are present at the meetingparall Couponholders.

The Trust Deed provides that (i) a resolution pdsg a meeting duly convened and held in accoedaith the
Trust Deed by a majority consisting of not lesathtaree quarters of the votes cast on such a tesul(ii) a
resolution in writing signed by or on behalf of thelders of not less than three-quarters in preidcgmount of
the Notes for the time being outstanding or (iidnsents given by way of electronic consents throtingh
relevant clearing system(s) (in a form satisfactorthe Trustee) by or on behalf of the holder{s)ai less than
three quarters in principal amount of the Notesli@rtime being outstanding, shall, in each caseffective as

an Extraordinary Resolution. Such a resolution irting may be contained in one document or several
documents in the same form, each signed by or lbalbef one or more Noteholders.

(b)  The Trustee may (in the case of paragraph8)(iX{)(B) and (ii)) and shall (in the case of pgraph (i)(C))
agree, without the consent of the Noteholders apGoholders:

(i)

(ii)

(A) to any modification of, or to the waiver authorisation of any breach or proposed breécany
of these Conditions or any of the provisions of freist Deed, the Notes, the Coupons, the
Agency Agreement, the Intercreditor Agreement & Thansaction Security Documents (save to
the extent such modification, waiver or authormatrelates to any Basic Terms Modification)
which is not, in the opinion of the Trustee, matkyi prejudicial to the interests of the
Noteholders; or

(B) to any modification which is of a formal, mar or technical nature or to correct a manifestresr
an error which, in the opinion of the Trustee,rigven; or

(C) to any modification which is requested bg tBsuer in order to allow the Issuer to complyhwit
any requirements which apply to it under EMIR sabje the Trustee receiving a certificate from
the Issuer certifying to the Trustee that the amerds are to be made solely for the purpose of
enabling the Issuer to satisfy its requirementseuf@MIR, unless the Trustee is of the opinion that
such modification would have the effect of exposing Trustee to any liability against which it
has not been indemnified and/or secured and/ofumded to its satisfaction or the effect of
increasing the obligations or duties or decreasiiregprotections of the Trustee in any of these
Conditions or any of the provisions of the TrusteBethe Notes, the Coupons, the Agency
Agreement, the Intercreditor Agreement or the Taatisn Security Documents; or

to determine that any Event of Default orf@dt shall not be treated as such, subject tuasbns to the
contrary from the Noteholders in the form of anrBatdinary Resolution (as further provided in the
Trust Deed).

(c) The Trust Deed also provides that at the redqaed expense of the Issuer and without the conskttte
Noteholders:

(i)

at the time of, or prior to, the incurrence afy Financial Indebtedness that is permitted tresithe
Transaction Security, the Issuer, the Trustee d&red Security Agent shall enter into an additional
intercreditor agreement on terms substantiallylainto the Intercreditor Agreement or an amendnbent
the Intercreditor Agreement to (1) cure any amlbigubmission, defect or inconsistency of the
Intercreditor Agreement, (2) increase the amourypes of Financial Indebtedness covered by anly suc
agreement that may be incurred by the Issuer thatilbject to any such agreemenioyidedthat such
Financial Indebtedness is incurred in compliandé wiese Conditions and the terms of the Trust Deed
(3) further secure the Notes (including AdditiorNdtes), (4) make provision for equal and rateable
pledges of the Transaction Security to secure Aafdit Notes or to implement any Security permitted
under these Conditions or the Intercreditor Agregmar (5) make any other change to any such
agreement that is not in the opinion of the Trustesterially prejudicial to the interests of the
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Noteholdersprovidedthat any amendment to the Intercreditor Agreeméthnot impose or extend any
personal obligations on the Trustee or the Secigignt or adversely affect the rights, duties, iliaés,
protections or immunities of the Trustee and/or 8eeurity Agent under these Conditions, the Trust
Deed, the Intercreditor Agreement or any Securiiguinent; and

(i) the Trustee and the Security Agent may fromet to time enter into one or more amendments ¢o th
Transaction Security Documents to: (1) cure anyiguoity, omission, defect or inconsistency therein o
reflect changes of a minor, technical or administeanature, (2) provide for any Security permitted
under these Conditions, (3) add to the Transa@iecurity or (4) make any other change theretoithat
not, in the opinion of the Trustee, materially poigial to the interests of the Noteholders.

(d)  Subject to the Intercreditor Agreement, in cection with the exercise by it of any of its trysp®wers or
discretions (including, without limitation, any mifidation, waiver, authorisation, determinationsbstitution),
the Trustee shall have regard to the general stteof the Noteholders as a class but shall nat hegard to any
interests arising from circumstances particulaninmividual Noteholders or Couponholders (whateveeirt
number) and, in particular but without limitatighall not have regard to the consequences of tbreisg of its
trusts, powers or discretions for individual Noteleos or Couponholders (whatever their number) ltiegu
from their being for any purpose domiciled or residin, or otherwise connected with, or subjectthe
jurisdiction of, any particular territory and theuBtee shall not be entitled to require, nor stiayl Noteholder or
Couponholder be entitled to claim, from the Issaerany other person any indemnification or paymiant
respect of any tax consequence of any such exerngmeindividual Noteholders or Couponholders ektephe
extent already provided for in Condition 1Uafatior) and/or any undertaking given in addition to, or i
substitution for, Condition 10raxatior) pursuant to the Trust Deed.

(e)  Any modification, waiver, authorisation, detémation or substitution shall be binding on the é&tailders and
the Couponholders, and any modification, unlessTitustee agrees otherwise, or substitution shafididied
by the Issuer to the Noteholders as soon as padttithereafter in accordance with Condition I26t{ces.

17. THE TRUSTEE

The Trust Deed contains provisions for the inderoaifon of the Trustee and for its relief from respibility,
including provisions relieving it from taking aatiounless indemnified and/or secured and/or preddntb its
satisfaction.

Subject to the terms of the Intercreditor Agreem#rg Trustee may at any time, at its discretiod aithout notice,
take such proceedings against the Issuer or thenPas it may think fit to enforce the provisiorfighese Conditions,
the Trust Deed, the Notes, the Coupons, the Irgditar Agreement or any Transaction Security Doqumdas
applicable), but it shall not be bound to take sngh proceedings or any other action in relatiothéTrust Deed, the
Notes, the Coupons, the Intercreditor AgreememingrTransaction Security Documents unless (i)atldfave been so
directed by an Extraordinary Resolution of the Hotders or so requested in writing by the holddratdeast 25 per
cent. in principal amount of the Notes then ouwdita;n and shall not have received any contrary timecby an
Extraordinary Resolution of the Noteholders or iritmg by the holders of at least 50 per cent.rimgpal amount of
the Notes then outstanding, and (i) it shall hbeen indemnified and/or secured and/or pre-fundé satisfaction.

The Trustee may rely on any certificate or repbthe Issuer's auditors or any other person cétletly or provided to
the Trustee (whether or not addressed to the TBusteaccordance with or for the purposes of thesfTDeed, the
Intercreditor Agreement or any Transaction SecuBibguments notwithstanding that such certificateemort and/or
any engagement letter or other document enteredoynthe Trustee in connection therewith contaimscaetary or
other limit on the liability of the auditors of thesuer or such other person in respect thereof.

The Trust Deed also contains provisions pursuamthich the Trustee is entitledhter alia, (a) to enter into business
transactions with the Parent and/or the Parertier dubsidiaries (including the Issuer) and toaactrustee for the

holders of any other securities issued or guardnbse or relating to, the Parent and/or any of Begent's other

Subsidiaries, (b) to exercise and enforce its sigtdmply with its obligations and perform its @stunder or in relation

to any such transactions or, as the case may pesugh trusteeship without regard to the interefter consequences
for, the Noteholders or Couponholders, and (cetain and not be liable to account for any profétd®a or any other

amount or benefit received thereby or in connedti@newith.

The Trustee shall not be required to review or khaty accounts or other information provided tbytthe Issuer
pursuant to the Trust Deed and shall have no iiphd any person as a result of any failure tcsdo

18. NO PERSONAL LIABILITY OF DIRECTORS, OFFICERS, E MPLOYEES AND SHAREHOLDERS

No director, officer, employee, incorporator, memioe shareholder of the Issuer will have any li@pifor any
obligations of the Issuer under the Notes, the Gpar the Trust Deed or for any claim based onespect of, or by
reason of such obligations or their creation. Bdoteholder by accepting a Note and each Couponhbldaccepting
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a coupon waives and releases all such liabilitye Waiver and release are part of the consider&ioissuance of the
Notes. Such waiver and release may not be effeaiiveive liabilities under the US federal secestlaws.

19. FURTHER ISSUES

The Issuer is at liberty from time to time withdbe consent of the Noteholders (but subject to diamge with the
provisions of Condition 4.1 {mitation on Financial Indebtedne3do create and issue further bonds or notes ngnki
pari passuin all respects (or in all respects save for tret payment of interest thereon) and so that #meesshall be
consolidated and form a single series with thetanting bonds or notes of any series (including\thes) constituted
by the Trust Deed or any deed supplemental theftb® “Additional Notes’). Any Additional Notes shall be
constituted by a deed supplemental to the TrustiDee

20. NOTICES

Notices to Noteholders will be valid if published & leading daily newspaper having general cirmrain London
(which is expected to be thenancial Time¥ The Issuer shall also ensure that all noticesdaly published in a
manner which complies with the rules and regulatiohthe London Stock Exchange and any other gstinthority,
stock exchange and/or quotation system on which\ibtes are for the time being listed. Any such eeishall be
deemed to have been given on the date of suchcatibh or, if published more than once or on défgrdates, on the
first date on which publication is made. Couponkatdwill be deemed for all purposes to have naifdbe contents of
any notice given to the Noteholders in accordanitie this Condition.

21. DEFINITIONS
“2019 Notedmeans £275 million notes due 2019.

“2025 NoteE means £250 million notes due 2025.
“Acceptable Bank means:

(@) a bank or financial institution which has aingtfor its short-term unsecured and non creditaecked debt
obligations of A-1 or higher by S&P or F1 or highmr Fitch or P-1 or higher by Moody's or a complrahting
from an internationally recognised credit ratingmaagy; or

(b)  any other bank or financial institution apprd\®y the Trustee.

“Accounting Principles’ means generally accepted accounting principlestha United Kingdom, including
International Financial Reporting Standards (IFRS).

“Additional Notes” has the meaning given to that term in Conditi@nAurther Issuel
“Affiliate " means:

(@) for the purposes of Condition 4 Mirfitation on Transactions with Affiliategand the definition of “Permitted
Holders”: in relation to a person, a person whais associate and the question of whether a passam
associate of another will be determined in accardamith section 435 of the Insolvency Act 1986; and

(b)  for the purposes of the definition of “PermittBinancial Indebtedness”: in relation to any perso Subsidiary
of that person or a Holding Company of that per@oany other Subsidiary of that Holding Company.

“Applicable Redemption Premiuni means, with respect to a Note on any redemptaig gdrior to 1 December 2026,
the greater of:

(&) one per cent. of the principal amount of shiolte on such redemption date; and
(b)  the excess of:

0] the present value at such redemption dateeféedemption price of such Note at 1 December ,20IR6
all required interest payments that would otherviisedue to be paid on such Note during the period
between the redemption date and 1 December 2026)dixg accrued but unpaid interest, computed
using a discount rate equal to the Gilt Rate alh sedemption date plus 50 basis points, over

(i)  the principal amount of such Note on sucheragtion date.
“Bond Liabilities” has the meaning given to the term “Pari Passu Raallities” in the Intercreditor Agreement.

“Borrowings” means, at any time, without double counting, tlistanding principal or capital amount of any
indebtedness of the Issuer for or in respect of:

90



(@)
(b)
(©
(d)

(e)

(f)

(9)

(h)

(i)

moneys borrowed;
acceptance credits;
moneys raised under or pursuant to bonds, hdétentures, loan stock or any similar instrument;

any finance or capital lease or hire purchasetract which would, in accordance with the Accdumt
Principles, be treated as a finance or capitakléas only to the extent of such treatment;

receivables sold or discounted:;

(without double counting) any counter-indemnitigligation in respect of a guarantee, indemniondy standby
or documentary letter of credit or any other instemt issued by a bank or financial institution éspect of a
payment obligation;

any sale and leaseback arrangement enteregdrimarily as a method of raising finance;

any amount raised under any other transactiosichwvould be treated as a borrowing in accordamite the
Accounting Principles; and

the amount of any liability in respect of anyagantee or indemnity for any of the items refetedh clause (a)
to (h) above.

“Business Day means a day (other than a Saturday or Sundayytdoh banks are open for general business in
London.

“CAA” or “Civil Aviation Authority " means the UK Civil Aviation Authority.

“Cash’ means, at any time, cash denominated in Sterling, dollars or euro in hand or at bank and (enl#iter case)
credited to an account in the name of the Issutir an Acceptable Bank and to which the Issuer mefieially entitled
and for so long as:

(@)
(b)

(©

(d)

that cash is repayable within 180 days afteréhevant date of calculation;

repayment of that cash is not contingent onpiti@r discharge of any other indebtedness of aasnber of the
Group or of any other person whatsoever or ondltisfaction of any other condition;

there is no Security over that cash excepfTf@nsaction Security or any Permitted Security tiuted by a
netting or set-off arrangement entered into byl$seer in the ordinary course of its banking aresnents; and

the cash is freely and immediately availablba@pplied in repayment or prepayment of the rsBaeilities.

“Cash Equivalent Investment$ means at any time any of the following which alenominated in Sterling, U.S.
dollars or euro:

(@)

(b)

(©

certificates of deposit maturing within onerya#ier the relevant date of calculation and isduedn Acceptable
Bank;

any investment in marketable debt obligations:

(i) issued or guaranteed by the government of:
(A) the United States of America;
(B) the United Kingdom;

(C) any member state of the European Economic Areany Participating Member State which has a
credit rating of either A- or higher by S&P, A-loigher by Fitch or A3 or higher by Moody's; or

(D) by an instrumentality or agency of any pargy sut in (A) to (C) having an equivalent credit
rating; and

(i)  maturing within one year after the relevaate of calculation and not convertible or exchabbgeto any
other security;

commercial paper not convertible or exchangetbblny other security:
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(i)  for which a recognised trading market exists;

(i) issued by an issuer incorporated in the UhiBtates of America, the United Kingdom, any mensbate
of the European Economic Area or any Participakitegnber State;

(iii)  which matures within one year after the selet date of calculation; and

(iv) which has a credit rating of either A-1 ogher by S&P or F1 or higher by Fitch or P-1 or leghy
Moody's, or, if no rating is available in respedttioe commercial paper, the issuer of which has, in
respect of its long-term unsecured and non-cratlieced debt obligations, an equivalent rating;

(d) bills of exchange issued in the United StattAmerica, the United Kingdom, any member statethaf
European Economic Area or any Participating Men8iete eligible for rediscount at the Bank of Endlamd
accepted by an Acceptable Bank (or their demaiselequivalent);

(e) any investment accessible within 30 days in eganarket funds which (i) have a credit rating itfier A-1 or
higher by S&P or F1 or higher by Fitch or P-1 gghtér by Moody's, and (ii) which invest substanyiall their
assets in securities of the types described ingpapas (a) to (d) above; or

® any other debt security approved by the Trystee

in each case, to which the Issuer is beneficiatiyitied at that time and which is not issued orrgoteed by any
member of the Group or subject to any Security dotthan Security arising under the Transaction &gcu
Documents).

“Cashflow From Operations’ has the meaning given to that term in the MaBigdinitions Agreement.
“Change of Control' means the occurrence of any of the following @¢sen

(@)  prior to the consummation of an initial Pulttiguity Offering, the consummation of any transactiocluding a
merger or consolidation) the result of which ist thiay person or any persons acting in concerty dkta®m one or
more Permitted Holders, are or as a result of stastsaction become interested in more than 506y of the
total voting power of the Voting Shares of the &3su

(b)  on and after the consummation of an initial IRuBquity Offering, any person or any personsragin concert,
other than one or more Permitted Holders, are @ @sult of such transaction become interestedare than
35 per cent. of the total voting power of the VgtiBhares of the Issuer and the Permitted Holdeds/idually
or in the aggregate, are not interested in a lgsgerentage of the total voting power of such Mpt8hares than
such other person or persons acting in concert;

(c) the sale, transfer, conveyance or other diiposdf all or substantially all the assets (ottiern Shares, debt or
other securities of any Subsidiary that is not as8liary Group Company) of the Issuer and the $lidosi
Group, on a consolidated basis, (i) if followingBsale, transfer, conveyance or other dispositimniransferee
entity is not listed on a stock exchange or autedhajuotation system and any persons or personggaati
concert, other than one or more Permitted Holdmes,or as a result of such sale, transfer, conweyan other
disposition become interested in a larger percentafgthe total voting power of the Voting Sharestioé
transferee entity than the Permitted Holders, idilly or in the aggregate or (i) if the trangerentity is and
is expected to continue to be listed on a stockhamge or automated quotation system following ssalk,
transfer, conveyance or other disposition (A) aesspn or any persons acting in concert, other ¢in@or more
Permitted Holders, are or as a result of such &@itn become interested in more than 35 per cémle total
voting power of the Voting Shares of the transfezaty and (B) the Permitted Holders, individuadlyin the
aggregate, are not interested in a larger percerghghe total voting power of such Voting Shartesnt such
other person or persons acting in concert;

(d) the Parent or the Issuer is liquidated or dv&sbor adopts a plan of liquidation or dissolutiather than in a
Permitted Transaction;

(e) the Parent or any Surviving Entity ceases tebeially own, directly, 100 per cent. of the \agi Shares of the
Issuer, other than director's qualifying shares@heér shares required to be issued by law; or

® (i) the Issuer ceases to beneficially own, dliseor indirectly, 100 per cent. of the Voting $bs of Heathrow
Airport Limited or any Holding Company of Heathravirport Limited that is a direct or indirect Subsidy of
the Issuer, other than director's qualifying shamed other shares required to be issued by layij)dhe sale,
transfer, conveyance or other disposition of albubstantially all the assets of Heathrow Airparhited, other
than in the case of (i) and (ii), to another SuiasidGroup Company or in a Permitted Transaction.
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For the purposes of this definition, (Pérsons acting in concefthas the meaning given to this term in the Cityd€o
on Takeovers and Mergers; (iinterested’ has the meaning given to this term in Part 22hef Companies Act; and
(iii) a person or persons acting in concert willdeemed to be interested in all Voting Shares oérmatity held by a

parent entity, if such person or persons actingoncert are or become interested, prior to the wonsation of an

initial Public Equity Offering, in more than 50 peent. of the total voting power of the Voting St&of such parent
entity or on and after the consummation of anah#ublic Equity Offering in more than 35 per ceftthe total voting

power of the Voting Shares of such parent entity.

“Common Terms Agreement means the common terms agreement between, antbegspthe Subsidiary Group
Companies and Heathrow Funding Limited dated 18u&atg008, as in effect on the date of the TrustdDee

“Compliance Certificate’ has the meaning given to that term in paragrdphot Condition 4.11l6formation and
Reports; Certificates; Notification of Defaults akgents of Default

“Compliance Reporting Daté means 30 June.
“Companies Act means the Companies Act 2006 (as amended, résiate-enacted from time to time).

“Controlled Payment’ means any payment, loan or other transactiorricesti by the provisions of Conditions 4.3
(Limitation on Dividends, Share Redemption and Reett Payment or 4.5 (imitation on Loans, Credit or
Guaranteg.

“Controlled Payment Certificate” means a certificate in the form set out in Scheduo the Trust Deed.
“Controlled Payment Conditions' mean the following:
(@  no Default is continuing or would result froorch Controlled Payment;
(b) atthe time such Controlled Payment is made:
(i) (A) Pro Forma Junior RAR is not greater thénp®r cent.; and

(B) Pro Forma Group RAR is not greater than ei®@mper cent. until such time as the 2019 Notes
either mature, are repaid or consent is obtainetdrend the Group RAR restrictions, or 92.5 per
cent. thereafter;

in each case, after giving pro forma effect to@uatrolled Payment;

(i) the Regulator has not issued a notice to ieate any licence required for carrying on the hess of any
member of the Group or of any proposed or actuadlification to any such licence which, if
implemented, would reasonably be expected to halaterial Adverse Effect unless the licence is
replaced or reinstated or the relevant authoritjRegulator has directed that the Group's businass c
continue without such licence or such licence isomger required; and

(iii) the Issuer has delivered a Controlled Payn@ertificate to the Trustee.
“Credit Facilities Liabilities” has the meaning given to that term in the Inelitor Agreement.
“Default” means any event that is, or after notice or pgessd time or both would be, an Event of Default.

“Enforcement Instruction” has the meaning given to that term in paragrdphof Condition 12 Enforcement of
Security.

“Event of Default’ has the meaning given to that term in paragraptof Condition 11Kvents of Default

“Extraordinary Resolution” means a resolution of a meeting of Noteholdetsfyang the relevant requirements set
forth in Condition 16 {eetings of Noteholders, Modification, Waiver andhrisatior).

“Facility Agreements’ means the term facility agreements dated 15 Deeer?014, 10 February 2016 and 5 October
2016 each between, among others, the Issuer, teatPand The Royal Bank of Scotland plc or LloydmB plc as
Agent (as amended, waived, restated, novated,cegbland/or supplemented from time to time).

“Financial Indebtedness means, without double counting, any indebtedti@sser in respect of:
(@8  moneys borrowed;

(b) any amountraised by acceptance under any acuapcredit facility or dematerialised equivalent;

93



(c) any amount raised pursuant to any note purcfeskty or the issue of bonds (other than perfante and
similar bonds), notes, debentures, loan stock pisamilar instrument;

(d) the amount of any liability in respect of aease or hire purchase contract which would, inraeae with the
Accounting Principles, be treated as a financeapital lease;

(e) receivables sold or discounted (other thanraogivables to the extent they are sold on a noourse basis);

® for the purposes of sub-clause (a)(vi) of Cdiodi 11 Events of Defaultonly (and not for any other purpose),
any Treasury Transaction (and, when calculatingvidee of that Treasury Transaction, only the meri@
market value shall be taken into account);

() any counter-indemnity obligation in respectaofjuarantee, bond (other than performance or sirhdads),
standby or documentary letter of credit or any pihstrument issued by a bank or financial institutwhere
the underlying liability otherwise constitutes Hicéal Indebtedness;

(h)  any amount raised by the issue of redeematdeeshwhich are capable of being redeemed on orééte
Maturity Date other than those held by a membéheiGroup;

0] any amount of any liability under an advancedeferred purchase agreement if (i) the primargoraehind
entering into the agreement is to raise financdiipthe agreement is in respect of the supply sdess or
services and payment is due more than 180 daysth&elate of supply;

0) any arrangement entered into primarily as ahmetof raising finance pursuant to which an aseé sr
otherwise disposed of by that person is contenglatentended to be re-acquired by a member ofGhaup
(whether following the exercise of an option oresthise);

(k) any amount raised under any other transactiariuding any forward sale or purchase agreementf)é extent
treated as a borrowing under the Accounting Priasiput excluding, for the avoidance of doubt (gxder the
purposes of clause (a)(vi) of Condition Bvénts of Defaulj, any amount in respect of any pension deficit of
any member of the Group); and

)] the amount of any liability in respect of anyagantee for any of the items referred to in paplgs (a) to (k)
above.

“Fitch” means Fitch Ratings Limited and any successthidaating agency business of Fitch Ratings Limited

“Gilt Rate” means the yield to maturity at the time of congtiain of direct obligations of the United Kingdonitiwa
constant maturity (as compiled by the Office fortibimal Statistics and published in the most refeincial statistics
that have become publicly available at least twaiBess Days (but not more than five Business Dpsisy to the
redemption date (or, if such financial statistios mot so published or available, any publicly &kde source of similar
market data selected by the Issuer in good faitm$t nearly equal to the period from the redempdate to 1
December 2026yrovided, howevetthat if the period from the redemption date elcember 2026 is not equal to the
constant maturity of a direct obligation of the tédi Kingdom for which a weekly average yield isagiythe Gilt Rate
shall be obtained by linear interpolation (caloetbto the nearest one-twelfth of a year) from tieekly average yields
of direct obligations of the United Kingdom for whi such yields are given, except that if the pefiodn such
redemption date to 1 December 2026 is less thanyeae the weekly average yield on actually trad@ect
obligations of the United Kingdom adjusted to astant maturity of one year shall be used.

“Group” means the Issuer and the Subsidiary Group Corepani
“Group ICR” means for any Relevant Testing Period, the r@ipressed as a ratio of 1) of:

(@) the sum of Cashflow from operations of the &liasy Group Companies (after adding back any dasisfof a
one-off, non-recurring, extraordinary or exceptionature in respect of the Subsidiary Group Comggniless
corporation tax paid to HM Revenue and Customs,ti@e per cent. multiplied by the Total RAB; to

(b) interest and equivalent recurring finance changaid on:

(i)  Senior Debt and Junior Debt and any Permittédancial Indebtedness (as defined in the Master
Definitions Agreement) that is not pursuant to 8iHD subordinated to such Senior Debt and Junior
Debt; and

(i)  Borrowings (other than any Parent Liabilifies
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less all interest received by any member of theuly Group, Heathrow Funding Limited and the kgsfrom
any third party other than pursuant to a Permittégt-Company Loan.

“Group Net Indebtedness means, as at any date, the sum of Senior Nebtedaess, Junior Indebtedness and Issuer
Net Indebtedness.

“Group RAR” means Group Net Indebtedness expressed as antsgeeof Total RAB.

“Hedge Counterparty’ means any person that has become a party to ritezcteditor Agreement as a hedge
counterparty in accordance with the provisionshefintercreditor Agreement.

“Hedging Agreement means any master agreement, confirmation, sceegtubther agreement entered into or to be
entered into by the Issuer and a Hedge Counterpaggcordance with the Intercreditor Agreementtf@ purpose of
hedging interest rate risk in respect of Notestarest rate or currency risk in respect of anyritéed Borrower Debt.

“Hedging Liabilities” has the meaning given to that term in the Inenlitor Agreement.

“Holding Company”’ means, in relation to a company or corporatiary ather company or corporation in respect of
which it is a Subsidiary.

“Insolvency Official” means, in respect of any company, a liquidatooyigional liquidator, administrator (whether
appointed by the court or otherwise), administeatieceiver, receiver or manager, nominee, superviagstee in
bankruptcy, conservator, guardian or other sinaféicial in respect of such company or in respddhe whole or any
part of the company's assets or in respect of mapgement or composition with creditors.

“Insolvency Proceedingsmeans the winding-up, dissolution, company vauptarrangement or administration of a
company or corporation and shall be construed $o a&lude any equivalent or analogous proceedimgter the law
of the jurisdiction in which such company or comttwn is incorporated or of any jurisdiction in whisuch company
or corporation carries on business including thekisg of liquidation, winding-up, reorganisationissblution,
administration, arrangement, adjustment, protectiorrelief from creditors or the appointment of Arsolvency
Official.

“Intercreditor Agreement” means the Intercreditor Agreement dated 26 Octab&0 (as amended, waived. restated,
novated, replaced and/or supplemented from timerte) between, amongst others, the Parent, thersthe Trustee,
the Security Agent and the other parties to théifa&greements; and the Hedge Counterparties.

“Interest Period” means the period beginning on and including thie @f the Trust Deed and ending on but excluding
the first Interest Payment Date, and each suceegskiod beginning on and including an InterestnfRant Date and
ending on but excluding the next succeeding Inté?agment Date.

“Investor Report” has the meaning given to that term in the MaB&finitions Agreementprovided, howevethat the
Investor Report furnished to the Trustee pursuargub-clause (a)(iii) of Condition 4.1information and Reports;
Certificates; Notification of Defaults and Evenfdiefaul) shall also include a supplement setting out theredments
to, and recalculations of, the financial covena#sout in the Investor Report to incorporate tloer@vings of the
Issuer.

“Issuer Net Indebtednessmeans, at any time, the aggregate amount ohdBhtedness of the Issuer for or in respect
of Borrowings (other than any Parent Liabilities)t leducting the aggregate amount of Cash and Egslvalent
Investments held by the Issuer.

“Junior Debt” has the meaning given to that term in the MaBefinitions Agreement.

“Junior Indebtedness has the meaning given to that term in the MaB&dinitions Agreement.
“Junior RAR” has the meaning given to that term in the MaBefinitions Agreement.
“London Stock Exchangé means London Stock Exchange plc.

“Master Definitions Agreement means the master definitions agreement entettedrirconnection with the Common
Terms Agreement and dated 18 August 2008, aséctesh the date of the Trust Deed.

“Material Adverse Effect’ means a material adverse effect on:
(@) the business, assets or financial conditiah@iGroup taken as a whole; or

(b)  the ability of the Issuer (taking into accouhé resources available to the Issuer from othenipees of the
Group) to perform its payment obligations underutes.
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“Maturity " means, with respect to any indebtedness, theatetehich any principal of such indebtedness besote
and payable as therein or herein provided, whethirte stated maturity with respect to such prialoiw by declaration
of acceleration, call for redemption or purchasetberwise.

“Maturity Date " means 1 March 2027.

“Moody's” means Moody's Investors Service Limited and amcsssor to the ratings business of Moody's Investo
Service Limited.

“Note Acceleration Noticé has the meaning given to that term in paragrépto{ Condition 11 Events of Default
“Noteholder Direction” has the meaning given to that term in paragrépto{ Condition 12 Enforcement of Securjty

“Officer's Certificate” means a certificate signed by one director oflgseier or a Surviving Entity, as the case may
be, addressed and delivered to the Trustee.

“Parent” means Heathrow (DSH) Limited.

“Participating Member State” means any member state of the European Commtiratyadopts or has adopted the
euro as its lawful currency in accordance with dkgion of the European Community relating to Ecoimand
Monetary Union.

“Parent Debt’ means Financial Indebtedness owed by the Issutret Parent and which constitutes Parent Liaduliti
“Parent Liabilities” has the meaning given to that term in the Intesltor Agreement.

“Permitted Borrower Debt” means any Financial Indebtedness incurred bystiger where:

(@ the Issuer is the only borrower of that Finahbidebtedness;

(b) that Financial Indebtedness is not guarantgatido Parent or any Subsidiary of the Issuer;

(c) the only Security for that Financial Indebtestés Transaction Security;

(d)  when that Financial Indebtedness is incurred,Fdrma Group RAR is not greater than either 90cpat. until
such time as the 2019 Notes either mature, aredrepaconsent is obtained to amend the Group RAR
restrictions, or 92.5 per cent. thereafter aftesingi pro forma effect to (i) the incurrence of the Financial
Indebtedness and (i) the application of the prdsehereof;

(e)  when that Financial Indebtedness is incurred,Fdrma Group ICR is not less than 1.0 after gjyro forma
effect to (i) the incurrence of the Financial Intielmess and (ii) the application of the proceedeettr;

® no Event of Default is continuing when that &irtial Indebtedness is incurred; and
(g) that Financial Indebtedness:
(i) is permitted by the Intercreditor Agreemenbtdesignated as Primary Creditor Liabilities; and

(i) (A) is designated Primary Creditor Liabiliiebefore any such Financial Indebtedness is indibyethe
Issuer and (B) the creditors or, if applicablejrthepresentatives in respect of that Financiakbtddness
have acceded to the Intercreditor Agreement inrdecee with its terms.

“Permitted Equity Cure Amount” means an amount:

(@)  subscribed for in cash by the Parent for orglishares in the Issuer; or
(b) lent by the Parent to the Issuer in cash by @fdBarent Liabilities.
“Permitted Financial Indebtednes means Financial Indebtedness:

(@) arising under the Facility Agreements;

(b) arising under the 2019 Notes;

(c) arising under the 2025 Notes;

(d) arising in respect of any Permitted BorrowebD
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(e)  which are Hedging Liabilities or Parent Liatids; or
(H  which is owed by the Parent to:
(i) any of its Affiliates (other than members of theo@); or

(i) the Issuer in accordance with paragraph (a)(ii)(8) Condition 4.5 Kimitation on Loans, Credit or
Guaranteg.

“Permitted Holders’ means (a) Ferrovial S.A., Qatar Holding LLC, Gaisle dépét et placement du Québec, The
Government of Singapore Investment Corporationndeli Capital Partners, China Investment Corporatiod
Universities Superannuation Scheme and any of tlespective Affiliates, and (b) any person who détirgy as an
underwriter in connection with any public or prieaiffering of Shares of the Issuer, acting in stegbacity.

“Permitted Inter-Company Loan” has the meaning given to that term in the MaBfinitions Agreement.
“Permitted Security’ means:

(@ any liens arising by operation of law and ie trdinary course of the Issuer's or the Parentinbss as a
holding company and not as a result of any defautimission by the Issuer or the Parent;

(b) any payment or close-out netting or set-offangement pursuant to any Treasury Transaction migfo
exchange transaction entered into by the IssuéineoParent that constitutes Permitted Financiatbietiness,
excluding any Security or Quasi Security undereglitrsupport arrangement;

(c)  Security arising under the Transaction Secibiguments; and

(d)  Security incurred in the ordinary course ofibass of the Issuer with respect to obligations$ tttanot exceed
£5 million (or the equivalent thereof in any otloerrency or currencies) at any one time outstanding

“Permitted Transaction” means the consolidation, merger or amalgamatish @r into (whether or not the Issuer is
the surviving corporation), or sale, assignmentamveyance, transfer, lease, or other disposah afne transaction or
a series of transactions, all or substantiallyo&lthe Issuer's assets (determined on a consdlidstsis for it and its
Subsidiaries) to, another person, when:

(@) the resulting, surviving or transferee persbother than the Issuer (th&tirviving Entity "), (A) is a person
organised and existing under the laws of Englard \Wales, any member state of the European Unian, th
European Economic Area, the United States of Aragroy state thereof, the District of Columbia aené&da
and (B) expressly assumes, pursuant to a deedesnpptal to the Trust Deed, executed and delivayatie
Trustee, in a form satisfactory to the Trustee, Iffis@ier's obligations under the Notes and the TDesd and
assumes the Issuer's obligations under the Traosa®ecurity Documents and the Notes, with the {TReed
and the Security Documents (including the Traneactecurity) remaining in full force and effect ss
supplemented;

(b) immediately after giving effect to such trartgarc or series of transactions orpeb formabasis (and treating
any obligation of the Issuer or any Subsidiary @r@ompany incurred in connection with or as a tesfusuch
transaction or series of transactions as having emirred by the Issuer or such Subsidiary Groogm@any at
the time of such transaction), no Default or ExariDefault will have occurred and be continuing;

(c) immediately before and immediately after givieffiect to such transaction or series of transastian apro
formabasis (on the assumption that the transactioeressof transactions occurred on the first dagheffour-
quarter financial period immediately prior to thmnsummation of such transaction or series of tiditses with
the appropriate adjustments with respect to thes&etion or series of transactions being includgesuchpro
forma calculation), the Issuer (or the Surviving Entftyhe Issuer is not the continuing obligor undee fTrust
Deed) could incur at least £1.00 of additional Ririal Indebtedness under the provisions of Condidol
(Limitation on Financial Indebtednéss

(d) any of the Issuer's or the Surviving Entity'eperty or assets would thereupon become subjetydecurity,
the provisions of Condition 4.8\gegative Pledgeare complied with and enforceable in accordanite their
terms;

(e) the Issuer or the Surviving Entity will havelidered to the Trustee, in form and substance faatizry to the
Trustee, an Officer's Certificate (attaching thenpatations to demonstrate compliance with sub-elsu(s) and
(c) above) and an opinion of independent counseh stating that such consolidation, merger, sasignment,
conveyance, transfer, lease or other dispositiod, iha supplemental deed to the Trust Deed isiredun
connection with such transaction, such supplemetgatl complies with the requirements of these Gandi
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and the Trust Deed and that all conditions predetfethese Conditions and the Trust Deed relatmguch
transaction have been satisfied and that the Thestd and the Notes constitute legal, valid and ibqd
obligations of the continuing person, enforceabladcordance with their terms; and

® immediately thereafter, the Surviving Entityadlisucceed to, and be substituted for and maycesesevery right
and power of, the Issuer under the Trust Deed. Upamh succession and substitution, the Issuer Seall
relieved of all obligations and covenants underTthest Deed and the Notes.

“Persorf means any individual, firm, company, corporatigoyernment, state or agency of a state or anyciztsm,
trust, joint venture, consortium or partnership éétter or not having separate legal personality).

“Primary Creditor Liabilities " has the meaning given to that term in the Intgidor Agreement.

“Pro Forma Group ICR” means Group ICR for the year in which the Finahtidebtedness is incurred as set out in
the latest Investor Report supplied by the Issadjysted as though the relevant Financial Indeletssiand all other
Permitted Borrower Debt previously incurred in thiaancial year and not reflected in the Investep&t) had been
incurred on the first day of the relevant year andhe extent that the relevant Financial Indetésd is to be used to
repay or prepay existing Financial Indebtednessh $tinancial Indebtedness had been repaid on stediy of the
relevant year.

“Pro Forma Junior RAR and Pro Forma Group RAR” shall be determined using Senior Net Indebtedndasior
Indebtedness and Issuer Net Indebtedness (as applicand Total RAB set out in the most recent mgnt
management accounts available to the Issuer, adjtsttake into account the relevant transacti@hanry other such
transactions since the date to which those accoveres prepared.

“Public Equity Offering” means an underwritten public offer and sale ofr®k (which are Shares other than
redeemable shares) of the Issuer, the Parent anthey Holding Company of the Issuer up to andudiclg Heathrow
Airport Holdings, with gross proceeds of at lea2d fnillion (including any sale of Shares purchaspdn the exercise
of any over-allotment option granted in connectibarewith) to the company whose Shares are thecubf such
public offer and sale.

“Quasi Security’ has the meaning given to that term in paragrapto{ Condition 4.6Negative Pledge
“RAB” or “Regulatory Asset Basehas the meaning given to that term in the MaBigfinitions Agreement.

“Regulators’ means the CAA, and any other additional or reptaent governmental authority which may from time to
time regulate any of the businesses of the IssherParent or any Subsidiary Group Company or speet of which
the Issuer, the Parent or any Subsidiary Group @omijs required to comply.

“Relevant Taxing Jurisdiction” has the meaning given to that term in ConditiGn(Tlaxation.

“Relevant Testing Daté means, in respect of any Compliance ReportingeDat December in the year immediately
preceding such Compliance Reporting Date.

“Relevant Testing Period means, in respect of any Compliance ReportingePtite period of 12 months ending on
the last day of the financial year in the year pdirng such Compliance Reporting Date.

“Reporting Date’ means 30 June and 31 December in each yeamstamti 30 June 2017 or any other date as may be
agreed between the Issuer and the Trustee aslaafaswhange in the financial year and or regulayear end date of
any Subsidiary Group Company.

“Request has the meaning given to that term in the Inemlitor Agreement.

“Request Instructiori’ has the meaning given to that term in paragraptof{ Condition 12Enforcement of Securjty
“Restricted Payment has the meaning given to that term in the MaBigdinitions Agreement.

“Restricted Payment Conditiorf has the meaning given to that term in the MaB&dinitions Agreement.
“Restricted Payment Loari means any loan by way of a Restricted Payment.

“S&P” means Standard & Poor's Ratings Service and angessor to the ratings business of Standard &'$oor
Ratings Service.

“Security” means a mortgage, charge, pledge, lien or otheurgty interest securing any obligation of anysoer or
any other agreement or arrangement having a sieffiect.
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“Security Agent’ means Deutsche Trustee Company Limited, anduitsessors, as security agent for the Transaction
Security under the Intercreditor Agreement andTitamsaction Security Documents.

“Security Group” has the meaning given to that term in the MaBinitions Agreement.

“Senior Debt has the meaning given to that term in the MaBidfinitions Agreement.

“Senior Finance Documentsmeans the “Finance Documents” as defined in tlestetr Definitions Agreement.
“Senior Net Indebtednesshas the meaning given to that term in the MaBifinitions Agreement.

“Shares means, with respect to any person, any and ates) interests, partnership interests (whetheergérr
limited), participations, rights in or other equmats (however designated) of such person's eqaiity,other interest or
participation that confers the right to receivehare of the profits and losses, or distributiongagsets of, such person
and any rights (other than debt securities corblerthto or exchangeable for shares), warrantgtions exchangeable
for or convertible into such shares, whether notgtamding or issued after the date of the TrustDee

“Sterling” or “£’ means the lawful currency of the United KingdofrGoeat Britain and Northern Ireland.
“STID” has the meaning given to that term in the MaBigfinitions Agreement.

“Subsidiary” means a subsidiary within the meaning of seclitf9 of the Companies Act 2006.

“Subsidiary Group Company’ has the meaning given to the term “Obligor” ire thlaster Definitions Agreement.
“Surviving Entity " has the meaning given to that term in clause{#e definition of “Permitted Transaction”.

“Tax” means any tax, levy, impost, duty or other chasgevithholding of a similar nature (including apgnalty or
interest payable in connection with any failurg#&y or any delay in paying any of the same).

“Total RAB” has the meaning given to that term in the MaBigfinitions Agreement.

“Transaction Security’ means the Security created or expressed to lagectén favour of the Security Agent pursuant
to the Transaction Security Documents.

“Transaction Security Documents means:

(@) the debenture of the Issuer (including a fiestking charge of all the issued share capital eithirow (SP)
Limited);

(b)  the debenture of the Parent (including a fiestking charge of all the issued share capitahefissuer); and

(c) any other document entered into by the Issué¢he Parent creating or expressed to create acwyriBeover all
or any part of the Parent's or the Issuer's asse¢spect of the obligations under the Permitted@ver Debt,

in each case, as amended, waived, restated, novepdaced and/or supplemented from time to time.

“Transactions in the ordinary course of businessncludes contracts for the development, constoncand operation
of airport facilities.

“Treasury Transaction” means any derivative transaction entered intcomnection with protection against or benefit
from fluctuation in any rate or price.

“Voting Shares means any class or classes of Shares pursuarttioh the holders thereof have the general voting
power under ordinary circumstances to elect att leamajority of the board of directors, managerdraostees (or
persons performing similar functions) of any pergiorespective of whether or not, at the time, ssaof any other
class or classes shall have, or might have, vgoveger by reason of the happening of any contingency

22.  GOVERNING LAW

The Trust Deed, the Notes and the Coupons and@mgontractual obligations arising out of or in gention with the
Trust Deed, the Notes and the Coupons are govéyeahd shall be construed in accordance with,iEmdgw.

23. RIGHTS OF THIRD PARTIES

No rights are conferred on any person under thdr@cts (Rights of Third Parties) Act 1999 to enéoeny term of the
Notes, but this does not affect any right or remafdgny person which exists or is available aparnfthat Act.
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PROVISIONS RELATING TO THE NOTES WHILE REPRESENTED BY THE GLOBAL NOTES

The following is an overview of the provisions te bontained in the Trust Deed to constitute theebl@nd in the
Global Notes which will apply to, and in some casexlify, the Terms and Conditions of the Notes witile Notes are
represented by the Global Notes.

1. Exchange

The Permanent Global Note will be exchangeabletinlevbut not in part (free of charge to the holder)definitive
Notes only:

(@ upon the happening of any of the events definatle Terms and Conditions of the Note€dghditions”) as
“Events of Default”;

(b) if either Euroclear or Clearstream, Luxemboigrglosed for business for a continuous perioddofiays (other
than by reason of holiday, statutory or otherwigejpnnounces an intention permanently to ceasedsssior
does in fact do so and no alternative clearingesystatisfactory to the Trustee is available; or

(c) ifthe Issuer would suffer a disadvantage essalt of a change in laws or regulations (taxatibtherwise) or
as a result of a change in the practice of Euroelrd/or Clearstream, Luxembourg which would nosiéered
were the Notes in definitive form and a certificadesuch effect signed by two Directors of the é&ss8 given to
the Trustee.

Thereupon (in the case of (a) and (b) above) tihdehof the Permanent Global Note (acting on ttstrirctions of one
or more of the Accountholders (as defined below))he Trustee may give notice to the Issuer andh@gncase of (c)
above) the Issuer may give notice to the Trusteetlam Noteholders, of its intention to exchangeReemanent Global
Note for definitive Notes on or after the Exchaimgge (as defined below).

On or after the Exchange Date the holder of thenBeent Global Note may or, in the case of (c) abshell surrender
the Permanent Global Note to or to the order ofhiecipal Paying Agent. In exchange for the Perenarlobal Note
the Issuer will deliver, or procure the delivery ah equal aggregate principal amount of definitdaes (having
attached to them all Coupons in respect of intendsth has not already been paid on the PermaniataGNote),

security printed in accordance with any applicdétml and stock exchange requirements and in stauotially in the
form set out in the Trust Deed. On exchange offttenanent Global Note, the Issuer will procure thist cancelled
and, if the holder so requests, returned to thédrabgether with any relevant definitive Notes.

For these purposeskE%change Daté means a day specified in the notice requiringhexge falling not less than 60
days after that on which such notice is given agidda day on which banks are open for generahbasiin the place
in which the specified office of the Principal PayiAgent is located and, except in the case ofaxgh pursuant to (b)
above, in the place in which the relevant cleasysjem is located.

2. Payments

No payment will be made on the Temporary GlobaleNetless exchange for an interest in the Permaglebal Note
is improperly withheld or refused. Payments of pigal, premium and interest in respect of Notesasgnted by a
Global Note will, subject as set out below, be ma&nlehe bearer of such Global Note against predentdor
endorsement and, if no further payment falls toniaele in respect of the Notes, against surrendeuaif Global Note
to the order of the Principal Paying Agent or satter Paying Agent as shall have been notifiethéoNoteholders for
such purposes. A record of each payment made aiéinglorsed on the appropriate part of the schedulee relevant
Global Note by or on behalf of the Principal Payihgent, which endorsement shall be prima facie v that such
payment has been made in respect of the Notes.dPagraf interest on the Temporary Global Note éifrpitted by the
first sentence of this paragraph) will be made arggn certification as to non-U.S. beneficial ovatngp unless such
certification has already been made.

3. Notices

For so long as all of the Notes are representezhbyor both of the Global Notes and such Globak($dtis/are held on
behalf of Euroclear and/or Clearstream, Luxembonmgices to Noteholders (including any notices e¢odelivered to
the Noteholders pursuant to Condition Exforcement of Securjlymay be given by delivery of the relevant notice
Euroclear and/or Clearstream, Luxembourg (as tise caay be) for communication to the relative Actbalders

rather than by publication as required by Condi26rNoticeg. Any such notice shall be deemed to have beesngiv

the Noteholders on the second day after the dawhinh such notice is delivered to Euroclear andit@arstream,
Luxembourg (as the case may be) as aforesaid.
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Whilst any of the Notes held by a Noteholder apresented by a Global Note, notices to be giveaua Noteholder
(including any Noteholder Direction pursuant to @ition 12 Enforcement of Securjly may be given by such
Noteholder (where applicable) through Euroclear@n@learstream, Luxembourg and otherwise in suahmar as the
Principal Paying Agent and Euroclear and Clearstréaixembourg may approve for this purpose.

4, Accountholders

For so long as all of the Notes are representezhbyor both of the Global Notes and such Globak($dtis/are held on
behalf of Euroclear and/or Clearstream, Luxemboaegh person (other than Euroclear or Clearstréaxembourg)
who is for the time being shown in the records ofd€lear or Clearstream, Luxembourg as the holfler garticular
principal amount of such Notes (each @wtc¢ountholder”) (in which regard any certificate or other docurhéssued
by Euroclear or Clearstream, Luxembourg as to ttrecipal amount of such Notes standing to the actaid any
person shall, in the absence of manifest errocobelusive and binding for all purposes) shalldeated as the holder
of such principal amount of such Notes for all mags (including but not limited to, for the purpo®sd any quorum
requirements of, or the right to demand a polhaetings of the Noteholders and giving notice ®I8suer or, as the
case may be, the Trustee pursuant to ConditiorEVgnts of Defau)lf Condition 12 Enforcement of Securjtyand
Condition 7.3 Purchase of Notes Upon a Change of Coffrother than with respect to the payment of ppati
premium and interest on such principal amount chsNotes, the right to which shall be vested, asreg the Issuer
and the Trustee, solely in the bearer of the rele@obal Note in accordance with and subject $otérms and the
terms of the Trust Deed. Each Accountholder musk kolely to Euroclear or Clearstream, Luxemboagythe case
may be, for its share of each payment made toaheeb of the relevant Global Note.

5. Prescription

Claims against the Issuer in respect of principggmium and interest on the Notes represented®lplbal Note will
be prescribed after ten years from the approppatenent date (in the case of principal and premiang) five years
from the relevant Interest Payment Date (in the cdsnterest).

6. Cancellation

Cancellation of any Note represented by a GlobakNmd required by the Conditions of the Noteseaacancelled
following its redemption or purchase will be effttby endorsement by or on behalf of the Prindjagling Agent of
the reduction in the principal amount of the retev@lobal Note on the relevant part of the schethaeeto.

7. Put Option

For so long as all of the Notes are representezhbyor both of the Global Notes and such Globak($dtis/are held on
behalf of Euroclear and/or Clearstream, Luxemboting, option of the Noteholders provided for in Citind 7.3

(Purchase of Notes Upon a Change of Coftnohy be exercised by an Accountholder giving mot the Principal
Paying Agent in accordance with the standard pruoesdof Euroclear and Clearstream, Luxembourg (wini@y

include notice being given on his instructions hyd€lear or Clearstream, Luxembourg or any comnepositary for

them to the Principal Paying Agent by electronianms) of the principal amount of the Notes in respéevhich such
option is exercised and at the same time presewtingocuring the presentation of the relevant @ldiote to the
Principal Paying Agent for notation accordinglyvitt the time limits set forth in that Condition.

8. Redemption at the Option of the Issuer

For so long as all of the Notes are representezhbyor both of the Global Notes and such Globak($dtis/are held on
behalf of Euroclear and/or Clearstream, Luxembourdhe event that the Issuer exercises its cdlbopursuant to
Condition 7.2(a) ©ptional Redemptignin respect of less than the aggregate principeduat of the Notes outstanding
at such time, the Notes shall be redeemed pro aata basis or, if redemption onmo rata basis is not permitted by
Euroclear and/or Clearstream, Luxembourg at suule,tithe standard procedures of Euroclear and/car§tteam,
Luxembourg shall operate to determine which interegsthe Global Note(s) are to be subject to saption.

9. Euroclear and Clearstream, Luxembourg

References in the Global Notes and this summafyumclear and/or Clearstream, Luxembourg shall dergkd to
include references to any other clearing systemaapep by the Trustee.

10. Payment Business Day

Business DayNotwithstanding the definition of “Business Dayi’ Condition 21 Definitiong, while any Bonds are
represented by a Global Bond or a Global Bond @eate and such Global Bond or Global Bond Cetdifecis held on
behalf of DTC, Euroclear, Clearstream, Luxembourd/ar any other relevant Clearing SysteiBusiness Day and
“business day shall mean any day which is a day on which dealiim foreign currencies may be carried on in
London.
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TAX CONSIDERATIONS

UNITED KINGDOM TAXATION

The following is a general description of certain Y taxation considerations in relation to the Noteshased on
current law and published practice in the UK as atthe date of this Prospectus. It does not purport tde a
complete analysis of all tax considerations relatim to the Notes. The comments relate only to the pten of
persons who are absolute beneficial owners of theolés and some aspects do not apply to certain classof
taxpayer (such as dealers, trustees and Noteholdendo are connected or associated with the Issuerrfeelevant
tax purposes). The summary set out below is a ger@rguide and should be treated with appropriate cation.
Prospective purchasers who are in any doubt as tcheir tax position or who may be subject to tax in a
jurisdiction other than the United Kingdom should consult their professional advisors. In particular, holders of
the Notes should be aware that they may be liable taxation under the laws of other jurisdictions inrelation to
payments in respect of the Notes even if such paynme may be made without withholding or deduction fo or on
account of taxation under the laws of the UK.

UK Withholding Tax on UK source interest

The Notes issued by the Issuer will constitute tgddEurobonds” within the meaning of section 98%hefIncome Tax
Act 2007 provided they are and continue to bedigie a recognised stock exchange within the meanfirggction
1005 of the Income Tax Act 2007. The London StogkHange has been designated as a recognised stiwknge for
these purposes. The Notes will be treated as lstethe London Stock Exchange if they are admittethe Official

List of the UK Listing Authority and are admittedl trading on the London Stock Exchange.

Interest on the Notes may also be paid without valttling or deduction for or on account of UK incoma& where
interest on the Notes is paid by a company antheatime the payment is made, the Issuer (and ansop by or
through whom interest on the Notes is paid) redslgrizelieves that the beneficial owner is withire ttharge to UK
corporation tax as regards the payment of intaveshe payment is made to one of the classes ahpiéodies or
persons set out in sections 935 to 937 of the lec®ax Act 2007, provided that HM Revenue & Custdras not
given a direction that the interest should be paider deduction of tax.

In cases falling outside the exemptions descridsal/eg an amount must generally be withheld fromnpayts of
interest on the Notes that has a United Kingdomcgoan account of UK income tax at the basic ratieréntly 20 per
cent.) subject to such relief as may be availabieuthe provisions of any applicable double taxatieaty.

Further United Kingdom Income Tax issues

Interest on the Notes that constitutes UK sourcerite for tax purposes may, as such, be subjectctarie tax by
direct assessment even where paid without withhgldowever, interest with a UK source receiveduwiitt deduction
or withholding on account of UK tax will generatipt be chargeable to UK tax in the hands of a Nutkr who is not
resident for tax purposes in the UK unless thaeNolder carries on a trade, profession or vocatidthe UK through a
UK branch or agency or, for holders who are comggrihrough a UK permanent establishment, in cdiomewith
which the interest is received or to which the Notee attributable. There are exemptions for istereceived by
certain categories of agent (such as some brokérggestment managers).

The attention of Noteholders is drawn to Conditidh (Taxatior) of the Notes. The provisions relating to addisibn
payments referred to in Condition 10akation of the Notes would not apply if HM Revenue & Qurek sought to
assess the person entitled to the relevant interegthere applicable) profit on any Note diredityUK income tax.

However, exemption from or reduction of such UK kability might be available under an applicablautlle taxation

treaty.

The above description of the UK withholding tax iioa assumes that there will be no substitutiontha# Issuer
pursuant to Condition 14S(bstitution of the Notes and does not consider the tax camsemgs of any such
substitution.

The references to “interest” above mean “interastunderstood in UK tax law. The statements aboveat take any
account of any different definitions of “interest’ “principal” which may prevail under any othemi@r which may be
created by the terms and conditions of the Notemgrelated documentation.

United Kingdom Corporation Tax Payers

In general Noteholders which are within the chamgeK corporation tax (other than investment trusenture capital
trusts, authorised unit trusts and open ended timag® companies) will be treated for tax purposesealising profits,
gains or losses (including exchange gains anddpsseespect of the Notes on a basis which isdiyda accordance
with their statutory accounting treatment so losglae accounting treatment is in accordance witteigdly accepted
accounting practice as that term is defined forgasposes. Such profits, gains and losses (or wiher&loteholder's
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functional currency is not sterling, then the $tgrlequivalent of such profits, gains and losses@aputed in the
Noteholder's functional currency) will be takerpilatccount in computing taxable income for corporatax purposes.

Other UK Tax Payers
Taxation of Chargeable Gains

The Notes may constitute “qualifying corporate t&ndvithin the meaning of section 117 of the Taxatiof
Chargeable Gains Act 1992, provided that interagtible in respect of the Notes represents a reblsooammercial
return on the Issue Price of the Notes. If the Blate “qualifying corporate bonds”, a disposal yageholder will not
give rise to a chargeable gain or an allowable fosthe purposes of the UK taxation of chargegalims. If the Notes
are not “qualifying corporate bonds” a disposal rgae rise to a chargeable gain or an allowabls,lasd prospective
Noteholders are advised to seek their own profaasiadvice.

If the Notes are deeply discounted securities witbhapter 8 of Part 4 of the Income Tax (Tradind @ther Income)
Act 2005, they will constitute “qualifying corpoebonds”.

Accrued Income Scheme

The provisions of the accrued income scheme @uhémé) may apply to certain Noteholders who are notestttto
corporation tax, in relation to a transfer of thetds.

On a transfer of securities with accrued intedest3cheme usually applies to deem the transfemactive an amount
of income equal to the accrued interest and ta theadeemed or actual interest subsequently regdsy the transferee
as reduced by a corresponding amount.

Broadly, where the Notes are issued with accrutmtest for which the Noteholder has paid an addificum as part
of the Issue Price, the interest subsequentlyveddiy the Noteholder, will, for the purposes & 8cheme, be deemed
to be reduced by an amount corresponding to suditi@hl sum.

Generally, persons who are not resident in the Wi who do not carry on a trade in the UK througbranch or
agency to which the Notes are attributable will betsubject to the provisions of these rules.

The Scheme will not apply in relation to Notes whaonstitute deeply discounted securities as défin€Chapter 8 of
Part 4 of the Income Tax (Trading and Other IncoAx)2005.

Stamp Duty and SDRT

It is expected that no stamp duty or stamp dutgriestax will be payable on issue of the Notes oradransfer of
Notes.

The Proposed Financial Transactions Tax‘FTT")

On 14 February 2013, the European Commission fhedis proposal (theCommission’s Proposdl) for a Directive
for a common FTT in Belgium, Germany, Estonia, GegeSpain, France, Italy, Austria, Portugal, Slézeand
Slovakia (the participating Member States’). However, Estonia has since stated that it matl participate.

The Commission’s Proposal has very broad scopecanttl, if introduced, apply to certain dealingstlire Notes
(including secondary market transactions) in cer¢@ticumstances.

Under the Commission’s Proposal the FTT could applgertain circumstances to persons both withith autside of
the participating Member States. Generally, it woabply to certain dealings in the Notes whereast one party is a
financial institution, and at least one party ibBshed in a participating Member State. A finahmstitution may be,
or be deemed to be, "established" in a particigatiember State in a broad range of circumstanoetyding (a) by
transacting with a person established in a pagtitig Member State or (b) where the financial ursient which is
subject to the dealings is issued in a particigglitember State.

However, the FTT proposal remains subject to nagioti between participating Member States. It tteyefore be
altered prior to any implementation, the timingagfich remains unclear. Additional EU Member States/ decide to
participate.

Prospective holders of the Notes are advised totbeir own professional advice in relation to EeT.
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SUBSCRIPTION AND SALE

Barclays Bank PLC, ING Bank N.V., London Branct?.JMorgan Securities plc, Credit Suisse Securifiagope)
Limited, ICBC Standard Bank plc, Merrill Lynch Imtetional and RBC Europe Limited (together, tivahagers’)
have, pursuant to a subscription agreement (@ubscription Agreement) dated 5 June 2017, jointly and severally
agreed to subscribe the Notes at the issue prid®@fper cent. of the principal amount of Notessla combined
management and underwriting commission and seliimgcession. The Issuer will also reimburse the derain
respect of certain of their expenses, and has édresndemnify the Managers against certain lieib#i incurred in
connection with the issue of the Notes. The Supsori Agreement may be terminated in certain cirstamces prior to
payment of the Issuer. The Managers and certaihedf affiliates from time to time have performeahd in the future
will perform, banking, investment banking, advisocgnsulting and other financial services for theup, for which
they have received and may in the future receigéoooary advisory and transaction fees and exp&isdursement.

United States

The Notes have not been and will not be registareter the Securities Act and may not be offeredotd within the
United States or to, or for the account or berdfit).S. persons except in accordance with Reguie®i or pursuant to
any other exemption from the registration requineta®f the Securities Act.

The Notes are subject to U.S. tax law requiremanésmay not be offered, sold or delivered withia thnited States or
its possessions or to a United States person, exceprtain transactions permitted by U.S. taxutations. Terms used
in this paragraph have the meanings given to thgnthb U.S. Internal Revenue Code of 1986 and réguks
thereunder.

Each Manager has agreed that, except as permittételSubscription Agreement, it will not offer llser deliver the
Notes (a) as part of their distribution at any tiangb) otherwise until 40 days after the lateth® commencement of
the offering and the Closing Date within the Uniftates or to, or for the account or benefit of.Uhersons and that it
will have sent to each dealer to which it sells &lofes during the distribution compliance periodoafirmation or
other notice setting forth the restrictions on ffand sales of the Notes within the United State®, or for the
account or benefit of, U.S. persons. Terms usetli;iparagraph have the meanings given to themdguRation S
under the Securities Act.

In addition, until 40 days after the commencemérhe offering, an offer or sale of Notes withiretbinited States by
any dealer that is not participating in the offgrinay violate the registration requirements of$leeurities Act.

United Kingdom
Each Manager has represented and agreed that:

(A) it has only communicated or caused to be comicatied and will only communicate or cause to be
communicated an invitation or inducement to engagevestment activity (within the meaning of Seati21 of
the FSMA) received by it in connection with theuissor sale of any Notes in circumstances in whiebtiSn
21(1) of the FSMA does not apply to the Issuer; and

(B) it has complied and will comply with all appdisle provisions of the FSMA with respect to anythdone by it
in relation to any Notes in, from or otherwise ilving the United Kingdom.

General

No action has been taken by the Issuer or anyeoftainagers that would, or is intended to, pernpitiblic offer of the
Notes in any country or jurisdiction where any saction for that purpose is required. Accordinglgch Manager has
undertaken that it will not, directly or indirectlgffer or sell any Notes or distribute or publeshy offering circular,
prospectus, form of application, advertisementtbeodocument or information in any country or ggiiction except
under circumstances that will, to the best of itewledge and belief, result in compliance with applicable laws and
regulations and all offers and sales of Notes mjlitbe made on the same terms.

Interest of persons involved in the offer of Notes
Except as described in thiStbscription and Sdlesection, so far as the Issuer is aware, no pdarsaived in the offer

of the Notes has an interest material to the offdrer than certain of the Managers acting as lsnaleder the Issuer
Facilities.
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GENERAL INFORMATION

Authorisation

The creation and issuance of the Notes has bebworagd by a resolution of the Issuer's board aatiors, dated 22
May 2017.

Listing

Application has been made to the UKLA for the Ndiede admitted to the Official List and to the dom Stock
Exchange for the Notes to be admitted to tradinghen Market. The Issuer estimates the expensesngel the
admission of the Notes to trading to be approxitgaig7,000.

Clearing Information

The Notes have been accepted for clearance thibugitlear and Clearstream, Luxembourg. The ap@tptSIN for
this issue is XS1622694617 and the Common Codé22a9461.

The address of Euroclear is 1 Boulevard du Roi Alde B-1210 Brussels, Belgium and the addres€lefarstream,
Luxembourg is 42 Avenue JF Kennedy L-1855 Luxemgour

Legal information

The Issuer (registered number 6458635), with itgstered office at The Compass Centre, Nelson Rdadnslow,
Middlesex, TW6 2GW, was incorporated in England26rDecember 2007. The Issuer can be contactedllingcad4
(0)20 8745 9800.

As of the date of this Prospectus, the Issuer'baaised ordinary share capital of £9,500,000,00@ivé&ded into
ordinary shares with a par value of £1 each anisised ordinary share capital is 3,109,350,68%ary shares of a
par value of £1 each, held by Heathrow (DSH) Lichite

The rights of the holders of the common sharesiénl$suer are contained in the Articles of Assamiaof the Issuer,
and the Issuer will be managed by its directoradoordance with those articles and in accordantte tve laws of
England and Wales.

No Significant Change

There has been no material adverse change in tispegnts of the Issuer or the Group since 31 Decetld6, and no
significant change in the financial or trading piasi of the Issuer or the Group since 31 March 2017

Litigation

Heathrow, as the claimant, has applied to the ldghbrt for a judicial review the Office of Rail afbad’s decision of
27 May 2016 in connection with the charging framgwior the Heathrow Spur. Permission to claim jialiceview

was granted on 18 October 2016, and the hearingplege on 21, 22 and 23 February 2017. The HiglrQtismissed
the judicial review on 26 May 2017. The period pplg for permission to appeal the High Court’s diri expires on
16 June 2017.

Other than as set out above:

() there are no governmental, legal or arbitratiorc@edings (including any such proceedings which are

pending or threatened of which the Issuer is awaithjn a period of 12 months preceding the date of
this Prospectus which may have, or have had irrgbent past, a significant effect on the financial
position or profitability of the Issuer;

(i) there are no governmental, legal or arbitratiorc@edings (including any such proceedings which are

pending or threatened of which Heathrow is awaiif)iwa period of 12 months preceding the date
of this Prospectus which may have, or have haberrécent past, a significant effect on the financi
position or profitability of Heathrow or its submdes;

(iii) there are no governmental, legal or arbitratiorc@edings (including any such proceedings which are
pending or threatened of which the Group is awaithin a period of 12 months preceding the date
of this Prospectus which may have, or have haberrécent past, a significant effect on the financi
position or profitability of the Group;

(iv) there are no governmental, legal or arbitratiorc@edings (including any such proceedings which are
pending or threatened of which Heathrow (AH) is eyavithin a period of 12 months preceding the
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date of this Prospectus which may have, or haveimdlde recent past, a significant effect on the
financial position or profitability of Heathrow (At

(v) there are no governmental, legal or arbitratiorc@edings (including any such proceedings which are
pending or threatened of which Heathrow Expressniare) within a period of 12 months preceding
the date of this Prospectus which may have, or hadein the recent past, a significant effect an th
financial position or profitability of Heathrow Exgss.

Auditors

The financial statements as at and for the yeatgdr31 December 2015 and 31 December 2016 incoegotsy

reference in this Prospectus have been auditecelyit2 LLP, chartered accountants of 2 New St8eptare, London,
EC4A 3BZ to the Issuer.

Documents Available

For the period of 12 months following the datetostProspectus, copies of the following documerilishe available

for inspection from the registered office of theuer and from the specified office of the Payingeigfor the time
being in London:

(@ the Memorandum and Articles of Associationhaf Issuer;

(b) the audited consolidated financial statemetitshe Issuer for the years ended 31 December 208534
December 2016;

(c) the unaudited consolidated financial statemehtise Issuer for the three months ended 31 M26d;
(d) a copy of this Prospectus; and

(e) the Trust Deed, the Agency Agreement, the ¢néelitor Agreement and the Security Agreement.
Yield

The yield of the Notes is 3.873 per cent. per ancatoulated on the basis of the Issue Price arat #ee date of this
Prospectus.

Third party information
Third party information referred to in the secti@rgitled ‘Overview and “Businesshas been accurately reproduced
and as far as the Issuer is aware and able totasc&om information published by that third panty facts have been

omitted which would render the reproduced inforaratinaccurate or misleading. The Issuer has rad#gpandently
verified the information included herein from thjperties and such information may not be up to.date
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