GATWICK AIRPORT RESULTS
FOR THE 6 MONTH PERIOD ENDED 30 JUNE 2020*

* Consolidated results for Ivy Holdco Limited, the parent of Gatwick Airport Limited, representing the performance of the Gatwick Airport group of companies for the 6 month
period ended 30 June 2020.

6 MONTHS TO 30 JUNE 2020 PERFORMANCE

2020 OPERATIONAL AND FINANCIAL PERFORMANCE (6 MONTHS)
HIGHLIGHTS 1
TRAFFIC

-66.0%

EBITDA VS 2019

-£181.5m

LOSS FOR THE
PERIOD

£321.0m

CAPITAL
EXPENDITURE

£66.5m

SENIOR NET
DEBT 2

£3,096.2m

SENIOR
RAR 2

SENIOR
ICR2

0.72x

1.94x

Encouraging start to the year before a collapse in demand due to the Covid-19 pandemic resulting in an overall decline in
passenger numbers of 66% leading to a 61% fall in revenue and a 98% fall in EBITDA
Traffic gradually building back up since mid-June/July, however there remains near term uncertainty as to the pace of
recovery, with the timing of UK quarantine decisions a key factor. Traffic projected to reach 2019 levels in 2024.

Cost saving measures reduced operating costs by 37.7% from Q1 to Q2. In addition to renegotiating contracts, infrastructure
shutdowns (by temporarily consolidating activities into a single terminal) and controlling discretionary expenditure, staff costs
have also been reduced with over 740 employees leaving the business through a mixture of severance and termination of
fixed term contracts. Employee consultation has commenced on the need for further changes. Staff and non-staff costs have
been repositioned for permanent efficiencies.
Strategic reduction in capital expenditure to reflect market outlook resulted in a 53% decrease in expenditure to £66.5m
during the first six months of 2020, with an expected reduction of £157.0m for full year.
The loss for the period includes a non-cash adjustment to the fair value of the Group’s investment properties of £178m,
reflecting changes in the current market value of these assets.
Improved liquidity having put in place a new £300m term loan. Gatwick has commenced a consent solicitation process to
address forecast breaches in Financial Covenants, following successful discussions with its banks and with bondholders
forming a special committee of the Investment Association, in aggregate representing c. 46.9% of total secured debt.
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For the 6 month period to 30 June 2020 and vs comparable prior period, save as noted. 2 Senior Net Debt, Senior RAR and Senior ICR as per covenant test, 30 June 2020.
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FINANCIAL PERFORMANCE FOR GATWICK AIRPORT*
£m
Passengers (m)

6 MONTH
6 MONTH
PERIOD ENDED PERIOD ENDED
30 JUNE 2020
30 JUNE 2019

CHANGE

7.5

22.2

(66.0%)

144.2

372.2

(61.3%)

-

3.9

(100%)

(141.0)

(191.4)

(26.3%)

3.2

184.7

(98.3%)

Depreciation and amortisation

(90.0)

(89.5)

0.6%

Exceptional costs

(16.6)

(13.8)

20.3%

EBIT

(103.4)

81.4

(227.0%)

(Loss)/profit after tax 1

(321.0)

47.7

(773.0%)

66.5

142.1

(53.2%)

3,027.8

2,551.2

18.7%

Revenue
Other operating income
Operating costs (excl. depreciation,
amortisation and exceptional items)

EBITDA

Capital expenditure
Net debt

1 Tax charge for the period includes an increase in deferred tax as a result of the cancellation of the corporation tax rate reduction from 19% to 17%.

* Consolidated results for Ivy Holdco Limited, the parent of Gatwick Airport Limited, representing the performance of the Gatwick Airport group of companies
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IMPACT OF COVID-19

IMPACT OF COVID-19 – OPERATIONAL AND BUSINESS UPDATE
•

Coronavirus is causing widespread disruption to Global, European and UK aviation markets:
•

Covid -19 had a limited impact in the first two months the year, with the full impact being felt from midMarch and then traffic dropping to near zero levels through Q2.

•

The Airport remained open throughout April, May and June, servicing repatriation, freight, positioning and
maintenance flights alongside a small number of scheduled services such as Ryanair and Wizz Air.

•

easyJet restarted limited operations from Gatwick on 15 June 2020 followed by BA, TUI and Norwegian in July
2020 serving a limited number of short and long-haul destinations.

•

Gatwick is now forecasting 2020 passenger traffic around 65-70% below 2019 levels, but there remains
uncertainty as to the pace at which traffic will rebuild over the coming months, with the lifting or re-imposition of
UK quarantine restrictions a key factor.

•

Gatwick has been working closely with UK authorities and business partners to ensure the safety of Gatwick’s
staff, passengers and other stakeholders, and to limit the operational disruption.

•

Health & safety measures in place:
•

One-way flows and floor markings implemented.

•

Hand washing stations, hand sanitisers and face masks available for staff and passengers.

•

Perspex screens at all check-in desks, security bag search areas and other areas.

•

New hygiene measures introduced such as specialist UV disinfection of security trays, extra cleaning staff
dedicated for commonly touched surfaces and introduction of hand sanitiser stations.
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IMPACT OF COVID-19 – OPERATIONAL AND BUSINESS UPDATE
•

•

Gatwick has taken a series of immediate steps to safeguard its business:
•

Reduced operational footprint: initially, night closure and shutdown of 2 out of 6 piers; then operations
limited to a single pier in South Terminal. Operations then switched to North Terminal only from 15 June
2020 and operating 24/7 with this approach expected to persist until summer 2021.

•

Actions to limit the operating expenses: including renegotiations with sub-contractors, temporarily
reduced pay rates and “furloughing” of staff. In addition over 740 employees have permanently left or
agreed to leave the business, and Gatwick announced on 26 August an employee consultation on the
potential for a further reduction of up to 600 in Q3 to align with revised traffic expectations.

•

Significant reduction to active capital expenditure, with an expected reduction of £157.0m for full year.

•

75% of shops and food and beverage outlets in the North Terminal are open in line with Government
Covid-19 safety guidelines. Commercial negotiations are ongoing.

•

Improved liquidity having put in place a new £300m term loan in April.

Financing: STID amendment discussions underway with bank and bondholders to address forecast breaches in
Financial Covenants (as at 31 December 2020 and subsequent calculation dates).
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STRONG LIQUIDITY POSITION MAINTAINED THROUGHOUT COVID-19 PANDEMIC
•

•

•

•

•

The £300m RCF repaid by the new
Term Loan (in April 2020), with RCF
fully drawn again in June to
maximise cash on hand (£326m at
30 June 2020).
£5m overdraft and £150m Liquidity
Facility remain undrawn.
Gatwick is requesting a number of
short term waivers and
amendments to address the
unprecedented single year impact of
Covid-19 and to ensure the business
is well positioned to recover.
Gatwick remains investment grade
(S&P BBB credit watch negative;
Moody’s Baa1 negative outlook;
Fitch BBB+ negative outlook) and
continues to target a Baa1/BBB+
long-term rating.
No short term refinancing risk:
term-loan extendable up to 2022;
RCF extended to 2025; and, no bond
maturity before 2024.

AVAILABLE LIQUIDITY 1 JANUARY 2020 TO 31 DECEMBER 2020 £m
600

500

400

New £300m
Term Loan

300

Interest
payments
200

100

0
Dec-19

Mar-20
Actual

Jun-20
Compliance Case

Sep-20

Dec-20

Liquidity Facility

Note: Available liquidity includes cash, undrawn RCF, overdraft, and Liquidity Facility.
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37.7% decrease in operating costs from Q1 to Q2*
Operating costs analysis*
Staff costs decreased by 41.8% due to a reduction of over
740 employees following a Covid-19 Special Severance
programme, alongside terminating the majority of fixed
term contracts, reducing hours for remaining staff, and
accessing the Government Coronavirus Job Retention
Scheme (£12.1m contribution from “furlough”).

TOTAL

£86.9m

-37.7%

£54.1m

43.3

General & other expenses decreased by 38.4% due to lower
volumes and managing the cost base through discussions
with all major suppliers and third party service providers.
Rent, rates & utilities decreased by 19.2%, with lower
wholesale prices and consumption due to infrastructure
closures and lower occupancy due to Covid-19.
Maintenance & IT costs decreased by 42.7%. Gatwick
entered into discussions with all major suppliers. Reduced
services were negotiated and activities were paused,
deferred or stopped in some cases. Infrastructure was shut
down where possible.

-41.8%
25.2
20.3

-38.4%
12.5
13.0

-19.2%
10.3

-42.7%

Q1
Maintenance & IT
General & other expenses

10.5
5.9
Q2
Rent, rates & utilities
Staff costs

* Operating costs excluding depreciation, amortisation, and exceptional items

9

CAPEX – STRATEGIC REDUCTION TO REFLECT MARKET OUTLOOK
£157m capital cost reduction for the 10 months March to December 2020, following actions implemented to
date:
• Over half of the projects in delivery have been stopped, descoped or rephased, with only operationally critical
projects continuing or those that are near to completion.
• 47 out of 49 projects in the design phase have been suspended.
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Monthly Investment Profile

-

Jan-20
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Jul-20

Aug-20

Planned Cumulative

Sep-20
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Dec-20

Post Covid-19 Cumulative

Revised capex plan maintains headroom to the Contracts and Commitments level of an average of £120m p.a.,
measured over the 6 years from 2019 to 2025.
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SUMMARY OF COMPLIANCE CERTIFICATES: HISTORIC
12 MTHS ENDED
31 DEC 2019 1

12 MTHS ENDING
30 JUN 2020

Annual Passenger Traffic

46.6m

31.9m

Cash flow (per covenant)

£482.8m

£212.4m

Total Senior interest (net)

£109.8m

£109.3m

3.15x

1.94x

4.01x

2.76x

Senior Net Debt (per covenant)

£2,931m

£3,096m

Transfer RAB 3

£4,902m

£4,288m

0.60x

0.72x

6.20x

10.63x

Senior ICR
(trigger <1.50x; default <1.10x)

Cash ICR 2

Senior RAR
(trigger >0.70x; default >0.85x)

Senior Net Debt to EBITDA 4

• As a result of the unprecedented single year impact of Covid-19, Gatwick is forecasting breaches in its financial covenants as at the 31
December 2020 calculation date, and subsequent calculation dates.
• Gatwick has brought forward a STID proposal to address proactively these forecast breaches, an action that is consistent with other
infrastructure and utility businesses.
• A special committee of the Investment Association and all 10 of Gatwick’s lending banks, representing c.35.5% of bondholders and c.46.9% of
total Secured Debt (c.£1.6bn of £3.4bn), have confirmed their support for the proposal and intend to vote in favour.
Notes
1 Unaudited. 31 December 2019 figures for comparison only.
2 Cash ICR is net cash flow from operating activities less cash tax divided by Senior interest (net) (i.e. net cash flow not adjusted downwards by 2% of Transfer RAB,
unlike Senior ICR). 3 Transfer date 1 April 2014 and Relevant Multiple – 11.1. 4 EBITDA is pre-exceptional costs.
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OUTLOOK

UPDATED AND EXTENDED COMMITMENTS FRAMEWORK
PROCESS UPDATE
•

Following a further round of consultation with users, Gatwick wrote to the airlines in January 2020,
setting out its updated and finalised Commitments for the period 1 April 2021 to 31 March 2025.

•

Gatwick anticipates that the CAA will assess the outcome of Gatwick’s consultation over the last 2 years,
and then set out its process to review and update Gatwick’s economic licence.

KEY FEATURES
•

Gatwick will remain subject to its existing Commitments until 31 March 2021. Extended Commitments to
apply from 1 April 2021 to 31 March 2025.

•

Simplified annual price ceiling based on gross yield of £10.29 (real, 18/19 price base, to be indexed at RPI).
Pricing benefit accelerated to be effective retrospectively from 1 January 2020.

•

Improved service offer based on joint passenger research with our airlines, with additional emphasis on
passenger service: tighter targets (e.g. terminal seating measured quarterly, baggage system availability
increased) and new metrics (e.g. WiFi access and special assistance service).

•

Additional emphasis on resilience and punctuality.

•

Minimum investment commitment increased to an average of £120m per annum over the 6 year period
from 2019/20 to 2024/25 (18/19 prices).
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AIRPORT RESILIENCE AND CAPACITY GROWTH
Following extensive consultation our Master Plan was published in final form in July 2019, and Gatwick
announced it will:
• Continue to make best use of its existing main runway through the use of technology;
• Prepare a planning application to bring the existing standby runway into routine use alongside the main
runway (planning application deferred following the Covid-19 disruption); and,
• Continue to seek that planning policy safeguards land for an additional runway to the south in the
future.
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CONCLUSION
•

Encouraging start to the year before a collapse in demand due to the Covid-19 pandemic.

•

Gatwick has seen traffic drop to near zero levels through Q2 2020, however traffic is now gradually building
back up, albeit quarantine decisions create some near-term uncertainty as to the pace of recovery.

•

Well-placed for the recovery, with traffic projected to reach 2019 levels in 2024.

•

Gatwick has taken a series of immediate steps to safeguard its business and ensure health & safety of
passengers and staff.

•

Capital expenditure in 2020 has been reduced by £157m – not required to recommence until recovery is
well underway.

•

Early costs cutting measures across staff and non-staff costs, with expected saving over £100m in 2020 alone
and 740 staff having left or committed to leave the business. Employee consultation recently announced to
right size the business, with the potential to reduce employee numbers by up 600.

•

Gatwick has bolstered its liquidity, with cash (£326m at 30 June 2020) and undrawn facilities (£150m
Liquidity Facility).

•

Gatwick has brought forward a STID proposal to address proactively the forecast breaches in its financial
covenants (as at 31 December 2020, and subsequent calculation dates).

Full details at: gatwickairport.com/investor
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DISCLAIMER
This material contains certain tables and other statistical analyses (the “Statistical Information”) which have been prepared in reliance
on publicly available information and may be subject to rounding. Numerous assumptions were used in preparing the Statistical
Information, which may or may not be reflected herein. Actual events may differ from those assumed and changes to any assumptions
may have a material impact on the position or results shown by the Statistical Information. As such, no assurance can be given as to the
Statistical Information’s accuracy, appropriateness or completeness in any particular context; nor as to whether the Statistical
Information and/or the assumptions upon which it is based reflect present market conditions or future market performance. The
Statistical Information should not be construed as either projections or predictions nor should any information herein be relied upon as
legal, tax, financial or accounting advice. Gatwick Airport Limited (“GAL”) does not make any representation or warranty as to the
accuracy or completeness of the Statistical Information.
These materials contain statements that are not purely historical in nature, but are “forward-looking statements”. These include, among
other things, projections, forecasts, estimates of income, yield and return, and future performance targets. These forward-looking
statements are based upon certain assumptions, not all of which are stated. Future events are difficult to predict and are beyond GAL’s
control. Actual future events may differ from those assumed. All forward-looking statements are based on information available on the
date hereof and neither GAL nor any of its affiliates or advisers assumes any duty to update any forward-looking statements.
Accordingly, there can be no assurance that estimated returns or projections will be realised, that forward-looking statements will
materialise or that actual returns or results will not be materially lower than those presented.
This material should not be construed as an offer or solicitation to buy or sell any securities, or any interest in any securities, and
nothing herein should be construed as a recommendation or advice to invest in any securities.
This document has been sent to you in electronic form. You are reminded that documents transmitted via this medium may be altered
or changed during the process of electronic transmission and consequently neither GAL nor any person who controls it (nor any director,
officer, employee not agent of it or affiliate or adviser of such person) accepts any liability or responsibility whatsoever in respect of the
difference between the document sent to you in electronic format and the hard copy version available to you upon request from GAL.
Any reference to “GAL” will include any of its affiliated associated companies and their respective directors, representatives or
employees and/or any persons connected with them.
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