











our community

Our Corporate Vision encapsulates

a number of key drivers that our
sponsorship and a grants program
can readily relate to, including;

a vibrant centre, gateway and
promoter of the economic benefits
and cultural experience of the State
of South Australia. Our vision further
singles out the environment as a
core value and that our mandate

is that of a business venture.

Accordingly, Adelaide Airport Limited
budgets an amount each year to grants/
sponsorship for the arts, education,
recreation, the environment and youth
communities. Strong preference is

given to not-for-profit organisations.

Through this sponsorship program the
company is committed to supporting
initiatives that address community issues
while assisting Adelaide Airport Limited

to fulfil its corporate objectives.

We also place a significant priority

on informing the various communities
of developments and changes to the
airports through a comprehensive
speaking circuit program, regular
newsletters, web site and active
participation in electronic media

and talk back segments.

In this our 10th year as a company,
we recognised that what AAL has
achieved over the past 10 years has
been considerable and made possible
in part by the high regard we have
earned from the community in which
we operate. We believe strongly in the
need to invest in the community and
reciprocate the opportunities we

create for all South Australians.
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To mark our 10 years, we chose

to increase our existing partnership
with The Smith Family, to assist a range
of financially disadvantaged regional

and remote South Australian families.

At the same time we have continued
our ongoing support of our preferred
charity, the Royal Flying Doctor Service.
A cross section of activities and
sponsorships that we are involved
in are detailed hereunder:
Come Out Youth Festival;
Young Achiever Awards;
Lockleys Primary School;
Flinders University Women's Soccer;
West Beach Junior Lifesaving Club;
Thebarton Aquatic Centre;
Hallett Cove Volleyball development;
Gleeson College Soccer;
Fulham Sea Scouts;
Western Warriors Football Club;
West Torrens Eagles Softball Club;
Parafield Gardens Soccer Club;
Salisbury Little Athletics;
Athletics SA;
Fringe Festival New Talent development;
Crime Stoppers SA;
Neighbourhood Watch;
Friends of the Patawalonga Creek;
Trees for Life; and

The Botanic Gardens.

We continue our association with major
Tertiary institutions through the regular
Quality of Service surveys undertaken
by the graduating class of the Tourism
and International studies school of
the Adelaide TAFE and we are the major
sponsor of the Graduation Ceremony

for those students.

The University of Adelaide continues
its valuable safety program with us in
the monitoring of bird and wildlife

habitat to minimise adverse safety

impacts with aircraft.

As an integral part of the tourism
and transport chain, AAL is the name
sponsor of the Taxi Driver of the Year
Awards in addition to the provision
of a dedicated Taxi Driver rest room

and amenity building.

We also support many other charities
through the donation of items of
interest for auctions at various
fund-raising events. A particularly
popular item is an introductory flying
training flight that we supply from our
valued tenant Flight Training Adelaide.

Communication is also important
and to that end we have updated
the presentation of our newsletter
"Plane Talking”to include many
new items and integrating our

Environmental Section “Green Landings”.

AAL also hits above its weight
in representation on many industry
related national and international

advisory and representative forums.
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financial

performance

Financial Results 2005 2006 2007 2008
$'000 $'000 $'000 $'000
Revenue
Aeronautical 30,031 46,369 69,570 75,431
Commercial trading revenue 14,853 17,643 23,876 27,504
Property Revenue 23,092 24,437 24,556 27442
Other Revenue 390 5718 1,393 3,515
Other Income 700 829 874 734
Total Revenue 69,066 94,996 120,269 134,626
Increments/(decrements) in fair value of investment properties 12,805 (2,278) 7,803 14,053
Operating Expenses 25,592 36,357 45,521 51,465
EBITDA 56,279 56,361 82,551 97,214
Depreciation and amortisation 7,382 15,211 17,825 18,015
EBIT 48,897 41,150 64,726 79,199
Borrowing Costs
Interest on senior debt 17,709 26,900 31,601 32,212
Net interest on Airport Notes/Dividends on RPS 17,311 26,214 28,285 28,362
Net Profit/(Loss) Before Tax 13,877 (11,964) 4,840 18,625
Income Tax (Expense) Benefit (3,975) 897 (4,383) (10,214)
Net Profit/(Loss) After Tax 9,902 (11,067) 457 8,411
Noteworthy aspects are: Cash Flow

Earnings before interest, tax, depreciation and amortisation
and fair value adjustment of investment properties -
$83.2 million (last year $74.7 million) an increase of 11.4 % .
Net profit before tax of $18.6 million (last year net profit
before tax of $4.8 million)
Dividends on redeemable preference shares $28.4 million
(last year $28.3 million).
Increase in fair value of investment properties of
$14.1 million (last year $7.8 million)

- Credit Rating - Moody's upgraded to Baa2 / stable;
S&P is upgraded to BBB / stable.
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After funding interest on borrowings and dividends on RPS,
cash flow from operating activities was a positive $19.9 million
(last year $15.3 million).

A net increase of $15.3 million (last year $17.1 million
decrease after special dividend of $26.6 million) was recorded
in cash held after capital expenditure. Of this balance

$10.5 million (last year $9.8 million) is quarantined in

a debt service reserve account.

Balance Sheet

Year ended 30 June 2007 2008
(Smillion) (Smillion)

Cash 36.3 51.6

Total Assets 868.2 904.2

Interest Bearing Liabilities 520.8 5233

(excl stapled securities)

Total Liabilities 626.8 642.2

(excl stapled securities)

Total Equity 2414 262.0

(plus stapled securities)

There has been a net decrease in Total Assets resulting from:

- Anincrease in cash as outlined on the previous page;

- anincrease in the fair value of Investment Property;

- adecrease in Property, Plant and Equipment being
the nemt impact of asset additions / disposals and
depreciation; and

- anetincrease in the mark to market value of interest

rate hedges.

Total Liabilities have increased resulting primarily

from an increase in deferred tax liabilities.

The Group's total of equity and Redeemable Preference
Shares (RPS) (being stapled securities) stands at
$262.0 million at the end of the year

(last year $241.4 million).
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OTHER MATTERS

Capital Structure =
Issue & Amount (Snaillion) Term

Medium Term Note $264.0 Dec 2010

Medium Term Note $265.0 Sep 2016

($100m fixed interest)

Working Capital Facility $20.0 Nov 2008

($20.0m available at year end)

RPS ; $1886 Jun 2014

The term of the working capitél facility was extended from
November 2008 to December 2010.

Interest Rate Management
The Group manages its exposure to interest rate fluctuations
using interest rate swaps.

The Group has effectively fixed the interest rate on
approximately 91% of outstanding debt (exposed to
variable interest rates) to December 2015 (assuming the
existing $264.0m note is refinanced in Dec '10) with

approximately 40% fixed thereafter to September 2016.

Ratings

The long term finance strategy of the Group continues to

be reviewed by the rating agencies, Standard and Poors and
Moody’s and has improved its ratings to BBB stable and Baa2
stable respectively which is a pleasing endorsement of the
campany’s long term plan in the context of the current
global economic volatility.



corporate governance

Adelaide Airport Ltd and the Board
are committed to achieving and
demonstrating the highest standards

of corporate governance.

The relationship between the Board and
senior management is critical to the Group's
long term success. The Directors are
responsible for the performance of the
company in both the short and the longer
term and seek to balance sometimes
competing objectives in the best interests
of the Group as a whole. Their focus is

to enhance the interests of shareholders
and other key stakeholders and to

ensure the Group is properly managed.

Day to day management of the Group's
affairs and the implementation of the
corporate strategy and policy initiatives
are formally delegated by the Board

to the Managing Director and senior
executives as set out in the Group's
delegations policy. These delegations

are reviewed on an annual basis.

A description of the company’s main
corporate governance practices is set out
below. All these practices, unless otherwise

stated were in place for the entire year.

Board composition

In accordance with the Shareholders
Agreement the Board comprises of a
minimum of 4 and a maximum of 9 Directors

(inclusive of the Managing Director).

Each shareholder holding not less than
15% of the issued shares of the company
is entitled to nominate one or more
Directors depending on the total proportion

of shares held to the shares on issue.

The Directors may appoint one of their
number as Chairman or an independent
Chairman who would become a Director if

so appointed. The Chairman is required to
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meet regularly with the Managing Director.
The Board has the right to appoint Directors

under the Company’s Constitution.

The Board is required to undertake an annual
Board performance review and consider
the appropriate mix of skills required by
the Board to maximise its effectiveness

and its contribution to the Group.

Board responsibilities

The responsibilities of the Board include:
Providing strategic guidance to the
company including contributing to
the development of and approving
the corporate strategy.
Reviewing and approving business plans,
the annual budget and financial plans
including available resources and major
capital expenditure initiatives within the
financial limits set in the Shareholders
Agreement Overseeing and monitoring.
Organisational performance and the
achievement of the Group's strategic
goals and objectives.
Compliance with the company'’s
Code of Conduct.
Progress of major capital expenditures
and other significant corporate projects
including any acquisitions or divestments.
Monitoring financial performance
including approval of the annual and
half-year financial reports and liaison
with the company’s auditors.
Appointment, performance
assessment and, if necessary removal
of the Managing Director.
Ensuring there are effective management
processes in place and approving
major corporate initiatives.
Enhancing and protecting the
reputation of the organisation.
Overseeing the operation of the Group’s
system for compliance and risk

management reporting to shareholders.

Board members

Details of members of the Board, their
experience, expertise, qualifications,
term of office and independent status
are set out in the Directors'report under
the heading “Information on Directors”.
There are six non-executive Directors

and two alternate non-executive Directors.

Directors independence
Directors are appointed in accordance
with the Shareholders Agreement by
nomination of the shareholders, provision
has been made in that agreement for the
Directors to appoint a Chairman who

is not one of their number who would
as a consequence of that appointment
become and be a Director. The Board
opted to appoint a chairman on

30 June 2004 who is independent

from the shareholders of the Company.
Non-executive Directors

The non-executive Directors are able

to meet in scheduled sessions without
the presence of management, to discuss
the operation of the Board and a range
of matters. Relevant matters arising
from these meetings are to be

shared with the full Board.

Term of office

Nominee Directors hold office at the
discretion of the appointing shareholder.
Other Directors are appointed on a term

of three years.

Itis recognised that lengthy service

on the Board may impact on a Director’s
independence and therefore non-nominee
Directors must retire from office no later
than completion of four terms of office
(12 years). On attaining the age of 70 years,
a Director will retire, by agreement

at the next AGM.

annual report 07-08 ——===



corporate governance

Chairman

The Chairman is responsible for leading
the Board, ensuring Directors are properly
briefed in all matters relevant to their

role and responsibilities, facilitating
Board discussions and managing the
Board'’s relationship with the company’s

senior executives.

Managing Director
The Managing Director is responsible
for implementing Group strategies

and policies.

Commitment
The Agreement requires that the Board
meets at least once in each quarter

of the financial year.

The Board held 12 Board meetings
during the year. The number of meetings
of the company’s Board of Directors and
of each Board committee held during
each financial year and the number

of meetings attended by each Director
are set out in the Directors'report under
the heading “"Directors' Meetings”in the

annual statutory accounts for the Group.

Conflicts of Interests

The Directors shall comply with all of their
obligations either at law or under the
Corporations Act in relation to potential
or actual conflicts of interest provided
always that the other Directors (i.e. who
do not have a conflict or material interest
in the matter) shall be at liberty, subject
to proper disclosure having been made,
to resolve to permit the Director with
the potential or actual conflict of interest
to participate in discussions and voting
on the matter giving rise to the conflict.
In general terms the Directors shall deal

with each matter of conflict on its merits.

————— adelaide airport limited
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Independent Professional Advice
The Directors, both individually or as a group,
in furtherance of their duties, may seek and
obtain independent legal and professional
advice from external sources at the expense
of the Company. Prior to seeking such advice
Directors will seek the approval of the Chair,
such approval not to be unreasonably
withheld. Each Director has the right of
access to all relevant Company information.
A Director also has the right to have access
to all documents which have been presented
to meetings of the Board whilst in office, or
made available in relation to their position

as Director after ceasing to be a Director.

Performance Assessment

The Board undertakes an annual
assessment of its collective performance,
the performance of the Chairman and

of its committees.

The Chairman undertakes an annual
assessment of the performance of individual
Directors and meets privately with

each Director to discuss his assessment.

Corporate Reporting
The Managing Director and CFO have made

the following certifications to the Board:

That the company’s financial reports
are complete and present

a true and fair view, in all material
respects, of the financial condition

and operational results of the
company and Group

and are in accordance with the
relevant accounting standards

That the above statement is founded on
a sound system of risk management and
internal compliance and control and which
implements the policies adopted by

the Board and that the company’s risk
management and internal compliance
and control is operating efficiently

and effectively in all material respects.

cont

Board Committees

The Board has established a number

of committees to assist in the execution
of its duties and to allow detailed
consideration of complex issues,
current committees of the Board are the
Remuneration, Audit and Compliance,
Property Development and Building
Committees. The committee structure
and membership is reviewed on

an annual basis. A policy of rotation

of committee members applies.

Each committee has its own written
charter setting out its role and
responsibilities, composition and
structure, membership requirements
and the manner in which the committee
is to operate. All of these charters

are reviewed on an annual basis.

All matters determined by committees
are submitted to the full Board as

recommendations for Board decision.

Minutes of committee meetings once
signed by the Chair of the committee
are tabled at the immediate subsequent

Board meeting.

Details of the meetings of committees
and attendance of committee members
are set out in the Directors'report under
the heading “Directors’ Meetings”in the

annual statutory accounts for the Group.

External Auditors

The company and Audit and Compliance
Committee policy is to appoint external
auditors who clearly demonstrate quality
and independence. The performance of
the external auditor is reviewed annually
and applications for tender of external
audit services are requested as deemed
appropriate, taking into consideration
assessment of performance, existing

value and tender costs.

Itis a requirement that the external
auditor ensure that the lead engagement

partner is rotated at least every five years.

The external auditor is expected to
attend the annual general meeting and be
available to answer shareholder questions
about the conduct of the audit and the

preparation and content of the audit report.

Risk assessment

and management

The Board through the Audit and
Compliance Committee is responsible
for ensuring there are adequate policies
in relation to risk management,

compliance and internal control systems.

In summary, the company policies are
designed to ensure strategic, operational,
legal, reputation and financial risks are
identified, assessed, effectively managed
and monitored to enable achievement

of the Group's business objectives.

Considerable importance is placed on

maintaining a strong control environment.
There is an organisation structure with

clearly drawn lines of accountability and
delegation of authority. Adherence to the
company Code of Conduct is required at
all times and the Board actively promotes

a culture of quality and integrity.

The company Risk Management Policy and

the operation of the risk management

and compliance system are managed by
a Risk Management Group comprising
senior executives. The Board receives

regular reports from this group.

Detailed control procedures cover
management accounting, financial
reporting, project appraisal, environment
health and safety, IT security, compliance
and other risk management issues.
Internal audit carry out regular
systematic monitoring of control
activities and report to both relevant
business unit and the audit and
compliance committee. In addition

each business unit reports on the key
business risks in their area to the Risk

Management Group.

The basis for this report is an annual
review of the past performance of their
area of responsibility, and the current
and future risks they face. Results of
internal audit work are incorporated

into this review if applicable.

The Risk Management Group consolidates
the business unit reports for an annual
corporate strategy workshop attended by
the Board and senior management. This
reviews the Group’s strategic direction in
detail and includes specific focus on the
identification of the key business and

financial risks which could prevent the

company from achieving its objectives.

The Risk Management Group is required
to ensure that appropriate controls are

in place to effectively manage those risks.

In addition the Board requires that each
major proposal submitted to the Board
for decision is accompanied by a
comprehensive risk assessment and,
where required, management’s

proposed mitigation strategies.
Code of Conduct

The Board is committed to the
development of a Code of Conduct
for the guidance of Directors, officers
and other key executives. The code is
to be regularly reviewed and updated
as necessary to ensure that it reflects
the highest standards of behaviour
and professionalism and the practices
necessary to maintain confidence

in the Group's integrity.

Shareholder communication
All shareholders receive a copy of the
company’s annual and half-yearly
reports. In addition those reports are
accompanied by a detailed report on
the performance of the Group and
other material issues prepared by the
Managing Director. Detailed briefings
and site tours are available to

shareholders attending the AGM.




the future

With the rapid growth detailed in this
report has come the need to move

quickly on future expansion plans for T1.

AAL has identified the necessary major
infrastructure changes to accommodate
the increased passenger, vehicle and
aircraft traffic without significant

degradation and impact on service levels.

The Terminal Precinct currently includes
T1 and support infrastructure, access
roads, car parks, offices, and maintenance
and freight facilities in the central

publicly accessible portion of the airport.

A strategic review was carried out over
the past 12 months resulting in concept
plans which incorporate development of
a multi level car park, a 200-room hotel,
reshaping of the road network,
development of a plaza forecourt as

a feature entrance to T1, a regional
terminal to accommodate mining

charter and general aviation passengers
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and identification of a future light rail

access and terminus within the precinct.

Taxi and hire car facilities will also be
relocated with dedicated and user-

friendly pick-up and set-down points.

The result will provide an integrated
approach to vehicular traffic and pedestrian
flow and improve security outcomes while
maintaining and continuing to enhance
the ambience created initially by the

development of T1.

Formal details and time lines for

the introduction of these changes

and proposed facilities will be displayed
through Adelaide Airport’s Master Plan
review due out for public consultation

early in 2009.

In the meantime, the first of the proposed
new facilities, the 200-room hotel, is
currently under Federal ministerial

consideration having recently

undergone extensive public consultation
through the Major Development
Planning process. Aside from T1,

AAL has continued to attract significant

development within the airport precinct.

The Harbour Town Shopping Centre,
opened just five years ago, is already
undergoing a major expansion with
the addition of a supermarket and
further retail outlets, while Burbridge
Business Park in the north western
corner of the airport precinct continues
to grow with the construction of office
warehousing and attraction of new

businesses to the precinct.

AAL is also responsible for the
management of Parafield Airport,
which continues to expand. In particular,
the demand for new pilots has seen
flight schools at Parafield, such as the
world-renowned Flight Training Adelaide,

experience a period of high growth.
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