














AWAS Aviation Capital Limited

> Board Governance
and Committees

The Board of Directors of AWAS Aviation Capital Limited, the holding company of
the AWAS Group, meets in Dublin approximately every other month. The Board of
Directors is chaired by Prof. Dr. Werner G. Seifert and the remaining directors are:
Mr. Robert Barr, Mr. James Fasano, Mr. Mayamiko Kachingwe, Mr. Lorenzo Levi, Mr.
Franklin Pray, Mr. Alan Stewart, and Mr. Angus Williamson.

Directors’ profiles

Prof. Dr. Werner G. Seifert (Swiss); Appointed April 2008.
Non-executive Chairman.

Dr. Seifert joined AWAS in April 2008 as Chairman of the AWAS Board of Directors.
During the course of his extensive career, Dr. Seifert held the position of Chief Executive
of Deutsche Borse AG for 12 years. Prior to this, Dr. Seifert was General Manager and
member of the Group’s Senior Management Board of Swiss Re and Chief Executive
Officer of Swiss Re Beteiligungen AG. Previous to this, he was a partner with McKinsey
& Company.

Mr. Robert Barr (British); Appointed January 2010.
Non-executive Director.

Mr. Barr is the Chief Financial Officer of Terra Firma Capital Partners Ltd (“TFCP”),
advisor to the Shareholder Terra Firma. Prior to joining TFCP in 2009, Mr. Barr held a
number of senior positions at Vodafone Group Plc including the role of Group Financial
Controller and was most recently regional CFO for Vodafone’s businesses outside
Western Europe.

Mr. James Fasano (Canadian); Appointed October 2009.
Non-executive Director.

Mr. Fasano is the Vice President — Head of Principal Investing for the CPP Investment
Board (“CPPIB”) and is responsible for CPPIB’s direct private equity investments. Prior
to joining CPPIB in 2004, he worked in the investment banking groups at Merrill Lynch &
Co and RBC Capital Markets.
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Mr. Mayamiko Kachingwe (British); Appointed March 2006.
Non-executive Director.

Mr. Kachingwe is a Financial Managing Director with TFCP. He led both the AWAS and the
Pegasus Aviation Finance Company investments. Prior to joining TFCP in 2001, he worked
in the London office of the Boston Consulting Group.

Mr. Lorenzo Levi (ltalian); Appointed April 2008.
Non-executive Director.

Mr. Levi is an Operational Managing Director with TFCP. He has been closely involved in the
AWAS business since the acquisition by Terra Firma in 2006. Mr. Levi has been with TFCP
since 2002 focusing on operational and commercial due diligence for new deals as well as
the implementation of operational and strategic agendas in portfolio companies. Prior to
joining TFCP, Mr. Levi was Director of Corporate Development and Ventures in Europe for
Nortel Networks.

Mr. Franklin Pray (US); Appointed September 2006.
Executive Director.

Mr. Pray is President and Chief Executive Officer of the AWAS Group. Mr. Pray was
previously Managing Director of CIT Aerospace International, CIT’s newly-formed aircraft
finance and leasing operations where he managed CIT’s international aircraft portfolio. Mr.
Pray joined CIT in 1997 as Vice President of Marketing. In 1998, he formed CIT Aerospace’s
New Aircraft Programs Group and took the position of Senior Vice President of Marketing
shortly thereafter.

Mr. Alan Stewart (British); Appointed March 2009.
Executive Director.

Mr. Stewart is Chief Financial Officer of the AWAS Group. Mr. Stewart joined AWAS in
March 2009. Previously, Mr. Stewart was Group Finance Director at WHSmith plc, a role he
held for 5 years. Prior to that, Mr. Stewart was Chief Executive at Thomas Cook UK Ltd and
sat on the Thomas Cook AG Board.

Mr Angus Williamson (Australian); Appointed November 2008.
Executive Director.

Mr. Williamson is Head of Risk Management of the AWAS Group. Mr. Wiliamson has
been with AWAS since April 2007. He has over 18 years experience in the commercial
aviation industry having worked in the air transport consulting environment and was
previously with lessor, AerCap, where he held the positions of Head of Global Risk and
Head of Asset Investment.
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Committees of AWAS Aviation Capital Limited

The Board has established an Audit Committee, a Finance Committee and a
Nomination and Remuneration Committee.

Current members Board Audit Finance Nomination
& Remunera-
tion

Werner Seifert v v v v

Robert Barr* v v v v

James Fasano™ v v v

Mayamiko Kachingwe* v v v v

Lorenzo Levi* v v v

Franklin Pray v v v

Alan Stewart 4

Angus Williamson v

Hafiz Lalani (alternate)** Alternate

to JF
Nils Steinmeyer (alter- Alternate
nate)* to RB,

MK, LL

*Employed by Terra Firma Capital Partners Limited
** Employed by CPP Investment Board

Audit Committee: The Charter of the Audit Committee provides that the Audit
Committee may have up to four members, at least two of whom must be Designated
Directors. The Audit Committee is elected by the Board. It is currently chaired by Mr.
Barr and the other members are Mr. Fasano, Mr. Kachingwe and Dr. Seifert.

The Audit Committee meets as often as its members deem necessary, but in any event
no less than twice a year. A quorum is two members, at least two of whom must be
Designated Directors. It is responsible for ensuring that the internal and external audit
processes are carried out in the best interests of the Company’s shareholders, creditors,
employees and customers. The Audit Committee has the unrestricted right to obtain
information for this purpose from any source within the Group. It reports to the Board,
which retains full responsibility for the oversight of the Company’s (unconsolidated and
consolidated) financial statements and of the Group’s financial reporting requirements/
obligations.

The specific duties and responsibilities of the Audit Committee include:

e to make decisions on behalf of the Board regarding the appointment of the
external auditor of the Company, and any questions of resignation or dismissal
and to make decisions on behalf of the Board regarding the amount of fees paid
to the Company’s auditor;
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to discuss with the Company’s and the Group’s external auditors before the
audit commences the nature and scope of the audit, to review the audit plan
and to ensure co-ordination where more than one audit firm is involved;

to review with the Company’s and the Group’s external auditors the interim

(if any) and annual financial statements of the Company and the Group before
submission to the Board, focusing particularly on

- any changes in accounting policies and practices or major judgment areas;
- significant adjustments resulting from the audit (at year-end only)

- the going concern assumption

- compliance with accounting standards; and

- compliance with legal requirements

to discuss with the Company’s and the Group’s external auditors any problems
or reservations arising from the interim review and final audit, and any other
matters the external auditors may wish to discuss;

to review the Company’s and the Group’s external auditors’ management letters,
if any, and the Management’s response;

to recommend to the Board appropriate policies of internal control;

to advise the Board on the implementation of policies on risk and control and
to ensure that a suitable system of internal control for the implementation of
such policies is formulated, operated and monitored;

to review the effectiveness of internal control policies and seeking regular
assurance from management that will enable the Audit Committee to satisfy
itself that the system is functioning effectively in managing risks in the manner
which it has approved and to report its findings to the Board;

to decide on the implementation of the Group’s internal audit program, and in
such case, to ensure co-ordination between the internal and external auditors,
and ensure that the internal audit function is adequately resourced and has
appropriate authority and standing within the Company and the Group;

to consider the major findings of the internal and external audit and the
Management’s response, and to take all necessary steps to clarify all matters it
deems appropriate to submit to the Board;

to submit to the Board any recommendations with respect to internal controls
and to make recommendations with respect to the Company’s financial
statements (audited and unaudited) if necessary;

to submit to the Finance Committee its recommendations on the management
of foreign exchange, interest rate, credit, and other financial risks if deemed
necessary;

to review compliance with tax legislation and to consider actual or potential tax
liabilities of the Group and to review tax planning for the Group; and

to appoint outside advisers as it deems necessary.
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Nomination and Remuneration Committee: The Nomination and Remuneration
Committee may comprise up to five members, at least two of whom must be
Designated Directors. The Chairman of the Nomination and Remuneration Committee
is Dr. Seifert and the other members are Messrs. Barr, Kachingwe, Levi and Pray.

The Nomination and Remuneration Committee may meet as often as its members
deem necessary but in any event, at least once a year. A quorum is two members, at
least two of whom must be Designated Directors. The Nomination and Remuneration
Committee is responsible for recommending to the Board the appointment of
Committee members, ensuring that directors and management are fairly rewarded
for their contributions to the Group’s performance, ensuring that their remuneration is
fixed or approved by individuals not directly receiving such remuneration (and who will
therefore give due regard to the ultimate interests of the shareholders and the financial
interests of the Company), and administering any incentive plans within the AWAS
group of companies.

The specific duties and responsibilities of the Nomination and Remuneration
Committee include:

e {0 establish criteria to be used in selecting Directors. Such criteria may be
established in consultation with the entire Board, with the CEO or other
members of Management;

e to authorise, as and when requested to do so by the Board, searches for the
selection of Management and Directors and to engage the services of executive
search firms or consultants to assist in this process;

e to approve the remuneration of the executive Directors and of Management
and any adjustments to such remuneration. The remuneration packages are to
commence with a base salary and may also at the discretion of the Board
include a performance-related element;

e to elaborate incentive and remuneration plans to be applied within the Group;

e to advise the Board on and monitor a suitable performance-related formula for
the Group overall. The goal of such a formula should be to create rewards
which are justifiable in terms of the Group’s own performance and the
corresponding returns on the shareholders’ investment over the same period;

e to provide an objective and independent assessment of any benefits granted to
Directors; and

e to ensure that the pension arrangements throughout the Group are appropriate,
well supervised and conform to applicable law.

Finance Commiittee: The Finance Committee may comprise up to six directors,
at least two of whom must be Designated Directors. Dr. Seifert chairs the Finance
Committee and the other members are Mssrs. Barr, Fasano, Kachingwe, Levi and Pray.
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The Finance Committee may meet as often as its members deem necessary. A quorum
is two members, at least two of whom must be Designated Directors.

The powers of the Finance Committee include the establishment of a Group financial
strategy and the general guidelines and policies for implementing the strategy. This
includes:

(a) financial and investment policy, including the capital structure of Group
companies and the payment of dividends;

(b) the management of foreign exchange, interest rate, liquidity, and other financial risk;

(c) the management of credit risk and implementation of credit policies
(where appropriate);

(d) participation and acquisition/divestiture policy, including the acquisition and sale
of individual participations of strategic importance;

(e) communication policy regarding the financial press, the financial community,
and shareholders;

(f) acquisition and divestiture of material corporate premises, whether of a
purchase, lease, or other contractual nature; and

(9) submitting recommendations on matters to be decided or approved by the
Board (generally on the basis of proposals to the Finance Committee by the
CEO and/or the Management, as the case may be).

In addition, the Finance Committee is specifically charged with deciding the following
matters, based on proposals by the CEO and/or Management:

(a) raising of external financing by the Company and/or the issuance of guarantees
by the Company in amounts above the limits delegated to Management;

(b) approval of investments or divestments within the Group, insofar as they reflect
a capital commitment or sales proceeds in excess of certain delegated amounts;

(c) granting of securities, guarantees and indemnities (or any other form of
contingent commitment) by the Company on behalf of third parties outside the
ordinary course of business, and

(d) approval of certain investments or divestments within the Group.

The Finance Committee is also charged with reviewing, in conjunction with the Audit
Committee, tax planning for the Group.

Any matter decided by the Finance Committee within the limits of authority delegated to it
generally does not require ratification by the full Board. However, the Finance Committee
may seek ratification from the full Board of any decision taken by it, if the Finance Committee
determines that such ratification is desirable or appropriate in the circumstances.
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Shareholder Oversight

The Company is owned by Terra Firma funds, TFCP Il and TFCP Il and other co-
investors including CPP Investment Board (CPPIB). The Company and its affiliated
Group companies maintain legal independence and corporate separateness from
Terra Firma. Terra Firma retains, however, the right to appoint three Designated
Directors to the Company’s Board of Directors and its Committees and, in this
capacity, each of the three Designated Directors exercises a voting power that is
twice that of the other directors. During the year one of the investors in the fund, and
a significant co-investor in AWAS CPPIB, appointed a Director to the board of AWAS.
That director also serves on the Audit and Finance Committees of the Board. Terra
Firma also receive formal weekly reports that provide current information of a sort
that would be appropriate for a shareholder and has regular and substantial informal
contact with Company management. Terra Firma does not act as guarantor with
respect to any of the Company’s obligations and all corporate decisions affecting the
Group are made by the Company and, where appropriate, the board or governing
body of the relevant Group affiliate.

Since the acquisition of AWAS, Terra Firma Funds together with co-investors have
invested US$2.0+ billion in AWAS. No cash interest or dividend payments have been
made by AWAS.
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Directors and other information

Directors

Registered office

Secretary

Independent auditor

Bankers

Solicitors

Werner Seifert — Swiss citizen (lrish resident)

Robert Barr — UK citizen

Jim Fasano - Canadian citizen

Lorenzo Levi — Italian citizen

Mayamiko Kachingwe — UK citizen

Franklin Pray — US citizen (Irish resident)

Alan Stewart — UK citizen (Irish resident)

Angus Williamson — Australian citizen (Irish resident)

Nils Steinmeyer — German citizen (alternate director to Robert
Barr, Mayamiko Kachingwe and Lorenzo Levi)

Riverside One
Sir John Rogerson’s Quay
Dublin 2

HMP Secretarial Limited
Riverside One

Sir John Rogerson’s Quay
Dublin 2

KPMG

Chartered Accountants
1 Harbourmaster Place
IFSC

Dublin 1

Citibank N.A. New York
21 Floor Zone 1

111 Wall Street

New York, NY 10043

McCann FitzGerald
Riverside One

Sir John Rogerson’s Quay
Dublin 2
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Directors’ report

The directors present their annual report together with the audited consolidated financial statements of AWAS
Aviation Capital Limited (the “Company”) and its subsidiaries (together and hereinafter “The Group”) for the year
ended 30 November 2009.

Principal activities, business review and future developments

During the year the Group continued to maintain its position as a leading company in the aircraft leasing industry.
The operational highlights of the year are summarised below:

Purchases — the Group purchased 5 aircraft in the course of 2009.

Sales - the Group disposed of 12 aircraft and 2 engines during the year. At 30 November 2009 the
Group had also contracted to sell 1 aircraft. These sales will help the Group realise its strategy of
reducing exposure to illiquid aircraft types, reducing aircraft off lease levels and lessee and country
concentration risk.

Leasing — the Group completed 27 new leasing transactions during the year with 20 customers. Total
number of aircraft at 30 November 2009 was 208 (2008: 215).

The directors intend to maintain the success of the Group going forward and to continue to evaluate new opportunities.
Subsidiaries

Details of the activities carried out by subsidiary undertakings together with the information required by Section
158 of the Companies Act 1963 are set out in note 22 to the financial statements.

Principal risks and uncertainties
Asset risk

The Group bears the risk of re-leasing or selling the aircraft in its fleet that are subject to operating leases at the end
of their lease terms, if demand for aircraft decreases market lease rates may fall, should any of these conditions
continue for an extended period, it could affect the market value of aircraft in the fleet and may result in an
impairment charge. The directors have employed personnel with appropriate experience of the aviation industry
to manage the fleet and remarket or sell aircraft as required in order to reduce this risk.

The Group is highly dependent upon the continuing financial strength of the commercial airline industry. A significant
deterioration in this sector could adversely affect the Group through a reduced demand for aircraft in the fleet
and/or reduced market rates, higher incidences of lessor default and aircraft on ground. The Group periodically
performs reviews of its carrying values of aircraft and associated assets, trade receivables, notes receivables and
the recoverable amount of deferred tax assets and the sufficiency of accruals and provisions, substantially all of
which are susceptible to the above risks and uncertainties.
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Directors’ report (continued)
Principal risks and uncertainties (continued)
Interest rate risk

Interest rate risk is the risk (variability in value) borne by an interest-bearing asset, such as a loan or a bond, due
to variability of interest rates. The Group has entered into derivative contracts for its large warehouse loan facilities
which swapped variable interest rates for fixed; therefore any increase or decrease in interest rates on the loan
will lead to a decrease or increase in the differential on the swap. The Group’s limited recourse floating rate loans
match the floating rate nature of our lease rental contracts, therefore an increase in interest rates will be expected
to be offset by higher rentals earned.

Credit risk

The Group is subject to the credit risk of its lessees as to collection of rental payments under its operating leases.
Credit risk is defined as unexpected loss in cash and earnings if the counterparty is unable to pay its obligations
in due time. The effective monitoring and controlling of airline customer credit risk is a competency of a dedicated
Risk Management team.

Creditworthiness of each new customer is assessed and the Group seeks security deposits in the form of cash or
Letter of Credit to mitigate overall financial exposure to its lessees. The assessment process takes into account
qualitative and quantitative information about the customer such as business activities, senior management team,
financial fitness, resources and performance, and business risks, to the extent that this information is publicly
available or otherwise disclosed to the Group.

The Group holds significant cash balances which are invested on a short-term basis and are classified as cash
and cash equivalents. These deposits and other financial instruments give rise to credit risk on amounts due from
counterparties. Credit risk is managed by limiting the aggregate amount and duration of exposure to any one
counterparty. The Group typically does not enter into deposits with a duration of more than 6 months.

The value of trade receivables, notes receivables and intangible lease assets and liabilities are highly dependent
upon the financial strength of the commercial aviation industry as described in market risk section. Defaults by one
or more of the Group’s major customers could have a material adverse effect on our cash flow and earnings and
our ability to meet our debt obligations.

Liquidity risk

The Group has funded a significant part of its operations with debt financing. The ability of the Group to continue to
operate is dependent upon its ability to meet its payment obligations and adhere to covenant requirements under
the respective loan agreements, which are dependent, among other things, upon the factors outlined above.

As explained in note 18, the Group has principal repayments due under its existing loans from external parties
which fall due during the next 12 month period. These will be financed via operational cash flows (rental and
trading activities), new debt financing and potentially new equity.
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Directors’ report (continued)
Principal risks and uncertainties (continued)

As a result of its growth strategy, at 30 November 2009, the Group had committed to purchase 127 new aircraft,
scheduled to deliver from 2010 through 2017 at an estimated aggregate list price of approximately USD 6.3 billion.
The directors anticipate that a significant portion of the aggregate purchase price for the purchase of aircraft will
be funded by incurring additional debt. The exact amount of the indebtedness to be incurred will depend upon
the actual purchase price of the aircraft, which can vary due to a number of factors, including inflation, and the
percentage of the purchase price of the aircraft which will be financed.

If the Group cannot meet its obligations or if it breaches certain covenants under the various debt arrangements,
it may be subject to contract breach damages suits, it may be required to restrict or apply all cashflows from
aircraft pledged as collateral for certain debt facilities to meet principal and interest payments and/or to paydown
such debt facilities on an accelerated basis, and may even be unable to continue to operate on a going concern
basis.

Based on all information available at present, the directors believe that the Group has sufficient liquidity to meet its
obligations as they fall due and that it continues to be appropriate to prepare the financial statements on a Going
Concern basis of preparation.

Results and dividends

The results for the year are set out in the consolidated statement of other comprehensive income on page 45 and
in the consolidated statement of changes in equity on page 48. The directors do not recommend the payment of
a dividend (2008: USD Nil).

Directors, Secretary and their interests

In accordance with the Articles of Association, the directors are not required to retire by rotation.

On 26 March 2009 Michael Howard resigned as a director of the Company and Alan Stewart was simultaneously
appointed as a director of the company.

On 30 July 2009 Nils Steinmeyer was appointed as an alternate director of the Company to Lorenzo Levi.

On 22 September 2009 Nils Steinmeyer resigned as an alternate director to Mayamiko Kachingwe and Lorenzo
Levi simultaneously Nils Steinmeyer was appointed as a director of the Company.

On 29 October 2009 Jim Fasano was appointed as a director of the Company.

On 22 January 2010 Nils Steinmeyer resigned as a director of the Company and Robert Barr was simultaneously
appointed as a director of the company. In addition Nils Steinmeyer was appointed as alternate director to Robert
Barr, Mayamiko Kachingwe and Lorenzo Levi.

HMP Secretarial Limited continued in office as a secretary of the Company.

The directors and secretary who held office at 30 November 2009 had no interests in the share capital of the
Company or any Group company.
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Directors’ report (continued)

Subsequent Events
Details of important events affecting the Group which have taken place since the end of the reporting period are
disclosed in note 25 to the financial statements.

Accounting Records

The directors believe that they have complied with the requirements of Section 202 of the Companies Act, 1990 with
regard to books of account by employing accounting personnel with appropriate expertise and by providing adequate
resources to the financial function. The books of account of the Company are maintained at 4" Floor Block B, Riverside
IV, Sir John Rogerson’s Quay, Dublin 2, Ireland.

Auditors
KPMG, Chartered Accountants, will continue in office in accordance with Section 160(2) of the Companies Act, 1963.

On behalf of the board

Ty |

—
Franklin Pray Alan Stewart
Director Director

Date 25 February 2010
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Statement of Directors’ responsibilities

The directors are responsible for preparing the Directors’ Report and the consolidated financial statements of the
Group in accordance with applicable law and regulations.

Company law requires the directors to prepare consolidated financial statements of the Group for each financial
year. Under that law the directors have elected to prepare the consolidated financial statements in accordance
with International Financial Reporting Standards (“IFRSs”) as adopted by the EU and as applied in accordance
with the Companies Act 1963 to 2009.

The consolidated financial statements of the Group are required by law and IFRSs as adopted by the EU to present
fairly the financial position and performance of the Group. The Companies Acts 1963 to 2009 provide in relation to
such financial statements that references in the relevant parts of these Acts to consolidated financial statements of
the Group giving a true and fair view are references to their achieving a fair presentation.

In preparing the consolidated financial statements of the Group, the directors are required to:

e select suitable accounting policies and then apply them consistently;
make judgments and estimates that are reasonable and prudent;
state that the financial statements comply with IFRS’s as adopted by the EU as applied in accordance with the
Companies Acts 1963 to 2009; and

® prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
Group will continue in business.

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at
any time the financial position of the Company and enable them to ensure that its financial statements comply with
the Companies Acts 1963 to 2009 and, as regards the group financial statements, Article 4 of the IAS Regulation.
They are responsible for taking such steps as are reasonably open to them to safeguard the assets of the Group
and to prevent and detect fraud and other irregularities.

The directors are also responsible for preparing a Directors’ Report that complies with the requirements of the
Companies Acts 1963 to 2009.

On behalf of the board

iy |

—
Franklin Pray Alan Stewart
Director Director

Date: 25 February 2010
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Independent Auditor’s report to the members of AWAS Aviation Capital Limited

We have audited the consolidated financial statements of AWAS Aviation Capital Limited (“the Company”) and its
subsidiaries (“the Group”) for the year ended 30 November 2009 which comprise the Consolidated Statement of
other Comprehensive Income, Consolidated Statement of Financial Position, Consolidated Statement of Changes
in Equity, Consolidated Statement of Cash Flows and the related notes. These financial statements have been
prepared under the accounting policies set out therein.

This report is made solely to the Company’s members, as a body, in accordance with Section 193 of the Companies
Act 1990. Our audit work has been undertaken so that we might state to the Company’s members those matters
we are required to state to them in an auditor’s report and for no other purpose. To the fullest extent permitted by
law, we do not accept or assume responsibility to anyone other than the Company and the Company’s members
as a body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of directors and auditors

The Directors’ responsibilities for preparing the consolidated financial statements in accordance with applicable
law and International Financial Reporting Standards (“IFRSs”) as adopted by the EU are set out in the Statement
of Directors’ Responsibilities on page 42.

Our responsibility is to audit the consolidated financial statements in accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the consolidated financial statements give a true and fair view in
accordance with IFRSs as adopted by the EU and have been properly prepared in accordance with the Companies
Acts 1963 to 2009 and Article 4 of the IAS Regulation. We also report to you, in our opinion whether proper books of
account have been kept by the Company; and whether the information given in the Directors’ Report is consistent
with the consolidated financial statements. In addition, we state whether we have obtained all the information and
explanations necessary for the purposes of our audit.

We also report to you if, in our opinion, any information specified by law regarding Directors’ remuneration and
Directors’ transactions is not disclosed and, where practicable, include such information in our report.

We read the other information contained in the consolidated financial statements and consider whether it is
consistent with the audited consolidated financial statements. The other information comprises only the Directors’
Report. We consider the implications for our report if we become aware of any apparent misstatements or material
inconsistencies with the consolidated financial statements. Our responsibilities do not extend to any other
information.
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Independent Auditor’s report to the members of AWAS Aviation Capital Limited (continued)
Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the
Auditing Practices Board. An audit includes examination, on a test basis, of evidence relevant to the amounts and
disclosures in the consolidated financial statements. It also includes an assessment of the significant estimates
and judgments made by the directors in the preparation of the consolidated financial statements, and of whether
the accounting policies are appropriate to the Group’s circumstances, consistently applied and adequately
disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered

necessary in order to provide us with sufficient evidence to give reasonable assurance that the consolidated

financial statements are free from material misstatement, whether caused by fraud or other irregularity or error. In

forming our opinion we also evaluated the overall adequacy of the presentation of information in the consolidated

financial statements.

Opinion

In our opinion:

e the consolidated financial statements give a true and fair view, in accordance with IFRSs as adopted by the
EU, of the state of the Group’s affairs as at 30 November 2009 and of its loss for the year then ended,;

e the consolidated financial statements have been properly prepared in accordance with the Companies Acts
1963 to 2009 and Article 4 of the IAS Regulation.

Other matters

We have obtained all the information and explanations which we consider necessary for the purposes of our audit.

In our opinion the information given in the Directors’ report is consistent with the consolidated financial statements.

K iMe

KPMG
Chartered Accountants
Registered Auditors

Date 25 February 2010
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Consolidated statement of other comprehensive income

For the year ended 30 November 2009

In thousands of US Dollars

Note 2009 2008
Usual Other Total Usual Other Total

Revenues

Lease revenue 4 763,013 - 763,013 842,569 - 842,569

Other Income 5 6,546 - 6,546 3,491 - 3,491
Expenses

Depreciation and amortisation (226,382) - (226,382) (244,372) - (244,372)

Gain on trading of aircraft 133 - 133 6,720 - 6,720

Aircraft Maintenance (62,659) - (62,659) (50,969) - (50,969)

Loss on Classification of aircraft

as held for sale - - - (3,591) - (3,591)

Asset impairment - (292685) (292,685) - (622,385) (622,385)

General and administrative expenses 6 (70,250) - (70,250) (69,844) - (69,844)
Results from operating activities 410,401 (292,685) 117,716 484,004 (622,385) (138,381)

Finance income 3,446 9,270

Finance expenses (233,344) (436,669)
Net finance costs (229,898) (427,399)
Loss before income tax (112,182) (565,780)

Income tax benefit 9 108,397 196,515
Loss for the year (3,785) (369,265)

All activities derive from continuing operations.

The Group had no recognised gains or losses other than those dealt with in the consolidated statement of other

comprehensive income.

The accompanying notes on pages 49 to 85 form an integral part of these consolidated financial statements.

On behalf of the board

iy

Franklin Pray
Director

Date 25 February 2010

—

Alan Stewart
Director
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AWAS Aviation Capital Limited

Consolidated statement of financial position
As at 30 November 2009
In thousands of US Dollars

Note 2009 2008
Assets
Property, plant and equipment 10 5,130,144 5,341,958
Deposits for aircraft purchase 322,830 279,852
Intangible assets 11 103,863 174,664
Deferred tax assets 15 7,296 28,935
Other non-current assets 12 78,975 115,667
Total non-current assets 5,643,108 5,941,076
Unrestricted cash 16 298,664 83,074
Restricted cash 16 409,985 452,689
Other assets 12 113,121 51,746
Trade and other receivables 13 44 870 38,705
Prepayments 1,597 1,875
Assets classified as held for sale 14 - 58,983
Total current assets 868,237 687,072
Total assets 6,511,345 6,628,148
Equity
Share capital 17 623,152 623,152
Additional paid in capital 17 1,512,268 764,666
Reserves 17 (412,242) (408,457)
Total equity 1,723,178 979,361
Liabilities
Loans and borrowings 18 2,810,286 3,481,062
Borrowings from shareholder 22 34,728 7,062
Deferred tax liabilities 15 137,759 163,116
Provisions 19 459,975 426,873
Other long term liabilities 20 142,707 161,015
Total non-current liabilities 3,585,455 4,239,128
Loans and borrowings 18 895,728 667,099
Borrowings from the shareholder 22 - 461,974
Trade and other payables 20 101,114 95,839
Derivative financial liabilities 21 39,858 53,075
Provisions 19 157,866 125,835
Income tax 8,146 5,837
Total current liabilities 1,202,712 1,409,659
Total liabilities 4,788,167 5,648,787
Total equity and liabilities 6,511,345 6,628,148

The accompanying notes on pages 49 to 85 form an integral part of these consolidated financial statements.

On behalf of the board

Ty

Franklin Pray

Director

Date 25 February 2010

—
Alan Stewart

Director

46 AWAS ANNUAL REPORT AND FINANCIAL STATEMENTS 2009



AWAS Aviation Capital Limited

Consolidated statement of cash flows

For the year ended 30 November 2009
In thousands of US Dollars

2009 2008
Cash flows from operating activities
Loss for the period (3,785) (369,265)
Adjustments for:
Depreciation 226,382 244 372
Asset Impairment 292,685 622,385
Gain on disposal of fixed assets (133) (6,720)
Movement in favourable and unfavourable lease provisions (8,023) (12,877)
Impairment losses on assets classified as held for sale - 3,591
Unrealised (gain)/loss in value of derivatives (13,217) 21,706
Net finance costs 216,763 387,487
Amortisation of fair value discounts and financing fees 26,353 18,206
Income tax (108,210) (142,485)
Change in working capital 9,968 15,005
Net cash from operating activities 638,783 781,405
Cash flows from investing activities
Movement in restricted cash 42,704 (99,344)
Acquisition of property, plant and equipment (378,720) (348,746)
Proceeds from sale of aircraft 265,253 283,690
Proceeds from sale of purchase rights - 4,678
Net movement in deposits paid for the purchase of aircraft (121,582) (141,604)
Net cash used in investing activities (192,345) (301,326)
Cash flows from financing activities
Proceeds from shareholder financing 428,564 216,200
Proceeds from borrowings 295,759 376,495
Net financing costs (199,122) (264,252)
Repayment of borrowings (756,049) (739,162)
Net cash from financing activities (230,848) (410,719)
Net increase in cash and cash equivalents 215,590 69,360
Cash and cash equivalents at beginning of the period 83,074 13,714
Cash and cash equivalents at 30 November 298,664 83,074
Supplemental disclosure:
Cash paid for interest 216,232 277,074
Cash paid for taxes 416 927

The accompanying notes on pages 49 to 85 form an integral part of these consolidated financial statements.

On behalf of the board

iy

—
Franklin Pray Alan Stewart
Director Director

Date 25 February 2010
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AWAS Aviation Capital Limited

Consolidated statement of changes in equity
For the year ended 30 November 2009
In thousands of US Dollars

Share Additional Total

Capital Paid In Capital Reserves Equity

At 30 November 2007 623,152 - (39,192) 583,960
Other reserve - 189,204 - 189,204
Capital contribution - 575,462 - 575,462
Total recognised income and expense - - (369,265) (369,265)
At 30 November 2008 623,152 764,666 (408,457) 979,361
Other reserve - 747,602 - 747,602
Capital contribution - - - -
Total recognised income and expense - - (3,785) (3,785)
At 30 November 2009 623,152 1,512,268 (412,242) 1,723,178

All equity is attributable to the holders of the ordinary shares in the company.

The accompanying notes on pages 49 to 85 form an integral part of these consolidated financial statements.

On behalf of the board

Ty

Franklin Pray
Director

Date 25 February 2010

—

Alan Stewart
Director
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AWAS Aviation Capital Limited

Notes to the consolidated financial statements

1. Reporting entity

AWAS Aviation Capital Limited (the “Company”) isa company incorporated and domiciled in the Republic
of Ireland. The address of the Company'’s registered office is Riverside One, Sir John Rogerson’s Quay,
Dublin 2, Ireland. The consolidated financial statements of the Company as at 30 November 2009 and
for the year ended 30 November 2009 comprise the Company and its subsidiaries (together referred
to as the “Group”) and the Group’s interest in associates and jointly controlled entities.

The Company is a wholly-owned subsidiary of Carmel Capital SARL (“Carmel Capital”) which is a subsidiary
of the Company’s ultimate parent, TFCP Holdings Limited, a company registered in Guernsey.

2. Significant accounting policies

(a) Statement of compliance

The consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards (IFRSs) as adopted by the European Commission and the Companies Acts 1963
to 2009.

IFRSs applied by the Group in the preparation of these consolidated financial statements are those
that were effective at 30 November. The following provides a brief outline of the likely impact on future
financial statements of relevant IFRSs which are not yet effective and which have not been adopted in
these financial statements:

Amendment to IAS 16 - Property, Plant and Equipment (“IAS 16”) and IFRS 5 - Non—current Assets Held
for Sale and Discontinued Operations (“IFRS 5”) effective for annual periods beginning on or after 1
January 2009. This amendment will require a change in accounting treatment of aircraft classified as
held for sale and change in presentation of revenue from sale of aircraft.

Amendment to IFRS 3 - Business Combinations (“IFRS 3”) effective for annual periods beginning on or
after 1 July, 2009. This amendment will require change in accounting treatment for acquisitions of new
subsidiaries.

Amendment to IAS 27 - Consolidated and Separate Financial Statements (“IAS 27”) effective for
annual periods beginning on or after 1 July 2009. The amendments to IAS 27 reflect changes to
the accounting for non-controlling (minority) interest and deal primarily with the accounting for
changes in ownership interests in subsidiaries after control is obtained, the accounting for the
loss of control of subsidiaries, and the allocation of profit or loss to controlling and non-controlling
interests in a subsidiary.
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AWAS Aviation Capital Limited

Notes to the consolidated financial statements

2. Significant accounting policies (continued)

Amendments to IFRIC 9 and IAS 39 - Financial Instruments: Recognition and Measurement (“IAS 39”)
and Reassessment of Embedded Derivatives (“IFRIC 9”) effective for annual periods ending on or after
30 June 2009. The amendment will require entities to:
e assess whether an embedded derivative is required to be separated from a host contract
when the entity reclassifies a hybrid (combined) financial asset out of the fair value through
profit or loss category;

e make such an assessment on the basis of the circumstances that existed when the entity
first became a party to the contract, or, if later, when there was a change in the contract that
significantly modified the cash flows;

e determine whether the fair value of the separated embedded derivative can be measured
reliably; if not, the entire hybrid (combined) financial asset must remain in the fair value
through profit or loss category.

Amendments to IAS 39 - Financial Instruments: Recognition and Measurement (“IAS 39”) effective for
annual periods beginning on or after 1 July 2009. This amendment adds application guidance to clarify
the existing principles that determine whether specific risks or portions of cash flows are eligible for
designation in a hedging relationship.

Amendments to IFRS 7 - Financial Instruments: Disclosures (“IFRS 7”) effective for annual periods
beginning on or after 1 January 2009. This amendment require disclosures of financial instruments
measured at fair value to be based on a three-level fair value hierarchy that reflects the significance
of the inputs in such fair value measurements and requires additional qualitative and quantitative
disclosures of liquidity risk.

Amendments to IAS 32 - Financial Instruments: Presentation (“IAS 32”) effective for annual periods
beginning on or after 1 January 2009. The amendments to IAS 32 provide exemptions from financial
liability classification for the following two categories of financial instruments issued by an entity:

e puttable financial instruments that meet certain conditions

e aninstrument, or components of instruments, that contain an obligation for the issuing entity
to deliver to the holder a pro rata share of the net assets of the issuing entity only on its
liquidation.

(b) Basis of preparation

The consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards (IFRSs) as adopted by the EU. They have been prepared under the historical cost
convention as modified by the valuation of certain financial assets and liabilities at fair value through
the consolidated statement of other comprehensive income or through equity.
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AWAS Aviation Capital Limited

Notes to the consolidated financial statements

2. Significant accounting policies (continued)

(c) Estimates and judgements

The preparation of the consolidated financial statements in conformity with IFRSs requires management
to make judgements, estimates and assumptions that affect the application of policies and reported
amounts of assets and liabilities, income and expenses. The estimates and associated assumptions
are based on historical experience and various other factors that are believed to be reasonable under
the circumstances, the results of which form the basis of making the judgements about carrying values
of assets and liabilities that are not readily apparent from other sources. Actual results may differ from
these estimates.

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

In particular, information about significant areas of estimation uncertainty and critical judgements in
applying accounting policies that have the most significant effect on the amount recognised in the
consolidated financial statements are described in the following notes:

Note 10 — Property, plant and equipment

Note 11 - Intangible assets

Note 15 — Deferred tax assets and liabilities

Note 20 — Trade and other payables

Note 23 — Commitments and contingent liabilities

(d) Functional and presentation currency

These financial statements are presented in United States Dollars (“USD”), which is the Group’s
functional currency. All financial information presented in USD has been rounded to the nearest
thousand. The Directors of the Company believe that USD most faithfully represents the economic
effects of the underlying transactions, events and conditions.

(e) Basis of consolidation

Subsidiaries

Subsidiaries are entities controlled by the Group. Control exists when the Group has the power to
govern the financial and operating policies of an entity so as to obtain benefits from its activities. In
assessing control, potential voting rights that presently are exercisable are taken into account. The
financial statements of subsidiaries are included in the consolidated financial statements from the date
that control commences until the date that control ceases.

Transactions eliminated on consolidation

Intra-group balances, and any unrealised income and expenses arising from intra-group transactions,
are eliminated in preparing the consolidated financial statements. Unrealised gains arising from
transactions with equity accounted investees are eliminated against the investment to the extent of the
Group’s interest in the investees. Unrealised losses are eliminated in the same way as unrealised gains,
but only to the extent that there is no evidence of impairment.
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AWAS Aviation Capital Limited

Notes to the consolidated financial statements

2. Significant accounting policies (continued)

(f) Foreign currency transactions
Transactions in foreign currencies are translated to USD at exchange rates at the dates of the transactions.

The assets and liabilities of foreign operations are translated to USD at exchange rates at the date of
transaction. All ledgers of the Company are maintained in USD and no revaluations are required at the
reporting date.

(g) Financial instruments

A financial instrument is recognised if the Group becomes a party to the contractual provisions of the
instrument. Financial assets are derecognised if the Group’s contractual rights to the cash flows from
the financial assets expire or if the Group transfers the financial assets to another party without retaining
control or substantially all risks and rewards of the asset. Regular way purchases and sales of financial
assets are accounted for at trade date, i.e., the date that the Group commits itself to purchase or sell
the asset. Financial liabilities are derecognised if the Group’s obligations specified in the contract
expire or are discharged or cancelled.

Non-derivative financial instruments
Non-derivative financial instruments comprise investments in equity and debt securities, trade and
other receivables, cash and cash equivalents, loans and borrowings, and trade and other payables.

Non-derivative financial instruments are recognised initially at fair value plus, for instruments not at
fair value through the statement of other comprehensive income, any directly attributable transaction
costs. Subsequent to initial recognition non-derivative financial instruments are measured at cost using
the effective interest rate method, less any impairment losses.

Fair value, which is determined for disclosure purposes, is calculated based on the present value of
future principal and interest cash flows, discounted at the market rate of interest at the reporting date.
In respect of the liability component of convertible notes, the market rate of interest is determined by
reference to similar liabilities that do not have a conversion option. For finance leases the market rate
of interest is determined by reference to similar lease agreements.

Derivative financial instruments

The Group holds derivative financial instruments to hedge its interest rate risk exposures. Embedded
derivatives are separated from the host contract and accounted for separately if the economic
characteristics and risks of the host contract and the embedded derivative are not closely related, a
separate instrument with the same terms as the embedded derivative would meet the definition of a
derivative, and the combined instrument is not measured at fair value through the statement of other
comprehensive income.
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AWAS Aviation Capital Limited

Notes to the consolidated financial statements

2. Significant accounting policies (continued)

(9) Financial instruments (continued)

Derivative financial instruments (continued)

Derivatives are recognised initially at fair value; attributable transaction costs are recognised in the
income when incurred. Subsequent to initial recognition, derivatives are measured at fair value.

The fair value of interest rate swaps is based on broker quotes. Those quotes are tested for
reasonableness by discounting estimated future cash flows based on the terms and maturity of each
contract and using market interest rates for a similar instrument at the measurement date.

Compound financial instruments issued by the Group comprise convertible loans that can be converted
to share capital at the option of the board, and the number of shares to be issued does not vary with
changes in their fair value.

The liability component of a compound financial instrument is recognised initially at the fair value by
discounting the gross future cashflows to net present value using the market rate of a similar liability
that does not have an equity conversion option. The equity component is recognised initially as the
difference between the fair value of the compound financial instrument as a whole and the fair value of
the liability component.

Subsequenttoinitial recognition, the liability component of a compound financial instrument is measured
at amortised cost using the effective interest method and interest, dividends, losses and gains relating
to the financial liability are recognised in profit or loss. The equity component of a compound financial
instrument is not remeasured subsequent to initial recognition.
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AWAS Aviation Capital Limited

Notes to the consolidated financial statements

2. Significant accounting policies (continued)

(h)  Property, plant and equipment

ltems of property, plant and equipment are measured at cost less accumulated depreciation and
impairment losses. Aircraft that management intends to hold and lease are stated at cost less
accumulated depreciation and impairment charges, if applicable. Depreciation is calculated on a
straight line basis to the aircrafts’ estimated residual value over the estimated useful life of the aircraft
asset, which is up to 35 years from the date of manufacture.

Residual values are determined based on estimated values at the end of the useful lives of the aircraft
assets, which are supported by estimates received from independent appraisers.

In accordance with IAS 16, the Group’s aircraft that are to be held and used are reviewed for impairment
whenever events or changes in circumstance indicate that the carrying value of the aircraft may not be
recoverable. An impairment review involves consideration as to whether the carrying value of an aircraft
is not recoverable and is in excess of its fair value; in these circumstances a loss is recognised as a write
down of the carrying value of the aircraft to its fair value.

The carrying amount of an item of property, plant, and equipment includes the cost of replacing the part
of such an item when that cost is incurred if the recognition criteria (future benefits and measurement
reliability) are met. The costs of the day-to-day servicing of property, plant and equipment are recognised
in the statement of other comprehensive income as incurred.

Depreciation is recognised in the statement of other comprehensive income on a straight-line basis
over the estimated useful lives of each part of an item of property, plant and equipment. Assets held

under finance lease are depreciated over the shorter of the lease term and their useful lives.

The estimated useful lives for the current and comparative periods are as follows:

- passenger aircraft and engines 25 years
- freighter aircraft 35 years
- computer equipment 3 years

- fixtures and fittings 5-8 years
- other assets 5-8 years

Depreciation methods, useful lives and residual values are reassessed at the reporting date.
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AWAS Aviation Capital Limited

Notes to the consolidated financial statements

2. Significant accounting policies (continued)

(i) Intangible assets

Deferred maintenance asset

Under all of the Group’s leases the lessees are responsible, at their own cost and expense, to service,
repair, maintain, overhaul and test, or cause the same to be done for the aircraft.

IFRS 3 requires an intangible asset to be recognised in a business combination, apart from goodwill,
if it arises from contractual or other legal rights (regardless of whether those rights are transferable or
separable from the acquired entity or from other rights and obligations).

Accordingly, the Group recognises an intangible asset at acquisition representing the fair value of
the lessee’s contractual obligation to perform expected planned major maintenance activities up to
the date of the business combination. When the lessee undertakes the planned major maintenance
activity, the intangible asset is reclassified as a capitalised maintenance part of the cost of the aircraft
and amortised over its remaining expected useful life.

Goodwill

Goodwill (negative goodwill) arises on the acquisition of subsidiaries, associates and joint ventures.
Goodwill represents the excess of the cost of the acquisition over the Group’s interest in the net fair
value of the identifiable assets, liabilities and contingent liabilities of the acquiree.

Subsequent to recognition of goodwill it is measured at cost less accumulated impairment losses.
Recognised goodwill is tested for impairment on an annual basis and whenever there is an indication
that the goodwill may be impaired.

The Company identified an aircraft as a cash generating unit. An impairment loss is recognised if a
cash generating unit's carrying amount exceeds its recoverable amount. The recoverable amount is
the greater of fair value less costs to sell (determined by reference to current appraised values) and
value in use, which is based on the net present value of future cash flows.

@) Leased assets

Leases under the terms of which the Group assumes substantially all the risks and rewards of ownership
are classified as finance leases. Upon initial recognition the leased asset is measured at an amount
equal to the lower of its fair value and the present value of its minimum lease payments. Subsequent
to initial recognition, the asset is accounted for in accordance with the accounting policy applicable to
that asset.
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AWAS Aviation Capital Limited

Notes to the consolidated financial statements

2. Significant accounting policies (continued)

(k)  Non-current assets held for sale

Non-current assets (or disposal groups comprising assets and liabilities) that are expected to be
recovered primarily through sale rather than through continuing use are classified as held for sale.
Immediately before classification as held for sale, the assets (or components of a disposal group) are
remeasured in accordance with the Group’s accounting policies. Thereafter generally the assets (or
disposal group) are measured at the lower of their carrying amount and fair value less cost to sell.

Any impairment loss on a disposal group first is allocated to goodwill, and then to remaining assets
and liabilities on pro rata basis, except that no loss is allocated to inventories, financial assets, deferred
tax assets, employee benefit assets, investment property and biological assets, which continue to be
measured in accordance with the Group’s accounting policies. Impairment losses on initial classification
as held for sale and subsequent gains or losses on remeasurement are recognised in profit or loss.
Gains are not recognised in excess of any cumulative impairment loss.

() Maintenance advances and liabilities
Maintenance advances and liabilities comprise maintenance advances, lessor contributions,
repossession accruals and re-lease accruals.

Maintenance advances

In many aircraft operating lease contracts, the lessee has the obligation to make periodic payments
which are calculated with reference to the utilisation of airframes, engines and other major life-limited
components during the lease (supplement amounts). In such contracts, upon lessee presentation of
invoices evidencing the completion of qualifying work on the aircraft, the Group reimburses the lessee for
the work, up to a maximum of the supplemental amounts received with respect to such work.

The Group records supplemental amounts as maintenance advances. Amounts not refunded during
the lease are recorded as lease revenue at lease termination.

Lessor contributions

At the beginning of each new lease, lessor contributions representing contractual obligations on the
part of the Group to contribute to the lessee’s cost of the next planned major maintenance event,
expected to occur during the lease, are established. The Group regularly reviews the level of lessor
contributions to cover its contractual obligations under current lease contracts and makes adjustments
as necessary.

Lessor contributions represent a lease incentive and are recorded as a charge against lease rental
income over the life of the associated lease.

When aircraft are sold the portion of the accrued liability not specifically assigned to the buyer is
released from the statement of financial position as part of the gain or loss on sale of the aircraft.
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AWAS Aviation Capital Limited

Notes to the consolidated financial statements

2. Significant accounting policies (continued)

()] Maintenance advances and liabilities (continued)

Repossession accrual

The repossession accrual represents the Group's best estimate of the costs associated with the
repossession, preparation and transition of an aircraft to a new lessee including any estimated costs
related to heavy maintenance overhaul costs not covered by collected maintenance advances.
Repossession accruals are recognised when the Group believes it is probable that a loss will be
incurred, the amount is reasonably estimable and it has entered into a contractual obligation to incur
such maintenance work.

Re-lease accrual

Re-lease accruals represent the Group’s best estimate of the costs associated with the preparing and
transitioning of an aircraft from one lessee to another. Re-lease accruals are recognised when the
Group has a present obligation, the future sacrifice of economic benefits is probable and the amount
of the provision can be reliably measured.

(m) Employee benefits
Obligations for contributions to defined contribution pension plans are recognised as an expense in
profit or loss when they are due.

The Group’s net obligation in respect of long-term employee benefits other than pension plans is the
amount of future benefit that employees have earned in return for their service in the current and prior
periods.

Termination benefits are recognised as an expense when the Group is demonstrably committed,
without realistic possibility of withdrawal, to a formal detailed plan to terminate employment before the
normal retirement date. Termination benefits for voluntary redundancies are recognised if the Group
has made an offer encouraging voluntary redundancy, it is probable that the offer will be accepted, and
the number of acceptances can be estimated reliably.

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as
the related service is provided.

A provision is recognised for the amount expected to be paid under short-term cash bonus or profit
sharing plans if the Group has a present legal or constructive obligation to pay this amount as a result
of past service provided by the employee and the obligation can be estimated reliably.

AWAS ANNUAL REPORT AND FINANCIAL STATEMENTS 2009 57



AWAS Aviation Capital Limited

Notes to the consolidated financial statements

2. Significant accounting policies (continued)

(n) Provisions

A provision is recognised if, as a result of a past event, the Group has a present legal or constructive
obligation that can be estimated reliably, and it is probable that an outflow of economic benefits will be
required to settle the obligation. Provisions are determined by discounting the expected future cash
flows at a pre-tax rate that reflects current market assessments of the time value of money and the risks
specific to the liability.

A provision for restructuring is recognised when the Group has approved a detailed and formal
restructuring plan, and the restructuring either has commenced or has been announced publicly.
Future operating costs are not provided for.

(o) Revenue

Revenue from the sale of aircraft or engines is measured at the fair value of the consideration received
or receivable. Revenue is recognised when the significant risks and rewards of ownership have been
transferred to the buyer.

The Group as lessor, leases aircraft principally under operating leases and records rental income
ratably over the life of the lease as it is earned. The Group accounts for lease rental income under lease
agreements that include step rent clauses on a straight line basis. In a few cases, lease agreements
provide for rentals based on usage. The usage may be calculated based on hourly usage or on the
number of cycles operated, depending on the lease contract. For past-due rentals on all leases, a bad
debt provision may be established on the basis of management’s assessment of collectability and to
the extent such rentals exceed related security deposits held, and are recorded as an expense in the
Consolidated Statement of Other Comprehensive Income.

Most of the Group’s lease contracts require payment in advance. Rentals received, but unearned under
these lease agreements, are recorded as deferred revenue on the statement of financial position in
accrued expenses and other liabilities.

In certain contracts, the lessee is required to re-deliver the aircraft in a similar maintenance condition
(normal wear and tear excepted) as when accepted under the lease, with reference to major life-limited
components of the aircraft. To the extent that such components are redelivered in a different condition
than at acceptance, there is normally an end-of-lease compensation adjustment for the difference at
re-delivery. Amounts received as part of these re-delivery adjustments are recorded as lease rental
income at lease termination.
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AWAS Aviation Capital Limited

Notes to the consolidated financial statements

2. Significant accounting policies (continued)

(o) Revenue (continued)

In instances where the purchase of aircraft or the allocated fair value in a business combination includes
consideration which can be allocated to the value of an acquired lease containing above market
terms, such allocated costs are recognised as an intangible lease premium asset and amortised
on a straight line basis over the term of the related lease as a reduction of lease rental income.

(p) Finance income and expenses

Finance income comprises interest income on funds invested, dividend income, gains on the disposal
of available-for-sale financial assets, changes in the fair value of financial assets at fair value through
profit or loss, foreign currency gains, and gains on hedging instruments that are recognised in profit or
loss. Interest income is recognised as it accrues, using the effective interest method. Dividend income
is recognised on the date that the Group’s right to receive payment is established, which in the case of
quoted securities is the ex-dividend date.

Finance expenses comprise interest expense on borrowings, unwinding of the discount on provisions,
dividends on preference shares classified as liabilities, foreign currency losses, changes in the fair
value of financial assets at fair value through profit or loss, impairment losses recognised on financial
assets, and losses on hedging instruments that are recognised in profit or loss. All borrowing costs are
recognised in profit or loss using the effective interest method.

(q) Lease payments

Payments made under operating leases are recognised in the statement of other comprehensive
income on a straight line basis over the term of the lease. Lease incentives are recognised as an
integral part of the total lease expense, over the term of the lease.

Minimum lease payments made under finance leases are apportioned between the finance expense
and reduction of the outstanding liability. The finance expense is allocated to each period during
the lease term so as to produce a constant periodic rate of interest on the remaining balance of the
liability. Contingent lease payments are accounted for by revising the minimum lease payments over
the remaining term of the lease when the lease adjustment is confirmed.

(r) Income tax expense

Income tax expense comprises current and deferred tax. Income tax expense is recognised in profit
or loss except to the extent that it relates to items recognised directly in equity, in which case it is
recognised in equity.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or
substantively enacted at the reporting date, and any adjustment to tax payable in respect of previous
years.
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Notes to the consolidated financial statements

2. Significant accounting policies (continued)

(r) Income tax expense (continued)

Deferred tax is recognised using the statement of financial position method, providing for temporary
differences between the carrying amounts of assets and liabilities for financial reporting purposes and
the amounts used for taxation purposes. Deferred tax is not recognised for the following temporary
differences: the initial recognition of goodwill, the initial recognition of assets or liabilities in a transaction
that is not a business combination and that affects neither accounting nor taxable profit, and differences
relating to investments in subsidiaries and jointly controlled entities to the extent that they probably will
not reverse in the foreseeable future. Deferred tax is measured at the tax rates that are expected to be
applied to the temporary differences when they reverse, based on the laws that have been enacted or
substantively enacted by the reporting date.

A deferred tax asset is recognised to the extent that it is probable that future taxable profits will be
available against which temporary difference can be utilised. Deferred tax assets are reviewed at each
reporting date and are reduced to the extent that it is no longer probable that the related tax benefit will
be realised.

Additional income taxes that arise from the distribution of dividends are recognised at the same time
as the liability to pay the related dividend is recognised.

(s) Share Capital
Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of ordinary
shares are recognised as a deduction from equity, net of any tax effects.

(t) Low interest and interest free loans

Low interest and interest free loans are measured on initial recognition at fair value. Fair value of
below—-market loans is the present value of the expected future cashflows, discounted using a market
related rate. Any difference between the cost and the fair value of the instrument upon initial recognition
is recognised as a gain or a loss, unless the loan is from a shareholder or related party acting on behalf
of the shareholder in its capacity as a shareholder, then the resulting credit is reflected in equity, as the
substance of the low interest and/or interest free terms represent a contribution by the shareholder.

The difference between the amount initially recognised as a liability in respect of loan interest and/
or interest free loans and the amount ultimately repayable is recognised as a finance expense in the
consolidated statement of other comprehensive income using the effective interest method.
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Notes to the consolidated financial statements

3. Determination of fair values

A number of the Group’s accounting policies and disclosures require the determination of fair value, for
both financial and non-financial assets and liabilities. Fair value is the amount at which an instrument
could be exchanged in an arm’s length transaction between informed and willing parties, other than as
part of a forced liquidation sale. Fair values have been determined for measurement and / or disclosure
purposes based on the following methods. Where applicable, further information about the assumptions
made in determining fair values is disclosed in the notes specific to that asset or liability.

Property, plant and equipment

The fair value of property, plant and equipment recognised as a result of a business combination is
based on market values. The market value of property, plant and equipment is the estimated amount
for which a property could be exchanged on the date of valuation between a willing buyer and a
willing seller in an arm’s length transaction after proper marketing wherein the parties had each acted
knowledgeably, prudently and without compulsion. The Group uses an average of three independent,
professional valuations as an estimate of fair value of aircraft.

Trade and other receivables
The fair value of trade and other receivables is estimated as the present value of future cash flows,
discounted at the market rate of interest at the reporting date.

Cash and cash equivalents
Carrying amount approximates to fair value due to the short-term nature of these instruments. Cash
and cash resources comprise cash and cash equivalents and restricted cash.

Derivatives — interest rate swaps
Interest rate swap contracts held by the Group are designated as financial instruments through profit
and loss and valued based on market valuation received from external parties.

Due to the prevailing market conditions, the determination of the fair value of derivatives reflects
consideration of probability of non-performance or default by the relevant counterparties.
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4, Lease revenue
In thousands of USD 2009 2008
Lease rental income 763,013 842,569
Total revenues 763,013 842,569

Lease rental income is derived mainly from leasing commercial jet aircraft to various operators around
the world. The distribution of lease rental income by geographic region is as follows:

2009 2009 2008 2008

USD ’000 % USD ’000 %

Europe 233,508 31 322,967 38
Asia / Pacific 247,702 32 247,629 30
North America and Caribbean 136,500 18 133,122 16
Africa / Middle East 52,414 7 51,863 6
Latin America 92,889 12 86,988 10
Total revenues 763,013 100 842,569 100

Lease rental income from the top five customers represented 17% of total revenues for the year ended
30 November 2009 (2008: 19%). No customer accounted for more than 4% of revenues in the year to
30 November 2009 (2008: 7%). At 30 November 2009, 22 aircraft (2008: 30) have lease contracts with
customers which are scheduled to expire during the year ending 30 November 2010.

In addition, 10 lease contracts have lessee early termination rights (2008: 18), 9 lease contracts have
purchase option rights (2008: 13) and 6 lease contracts have lessor early termination rights (2008:
10).

During the period ended 30 November 2009 leases were terminated for which the Group held
maintenance advances at lease expiry. These end of lease compensation adjustments, lessee
maintenance contributions and release of maintenance advances totalled USD 55.3 million (2008:
USD 80.9 million) and are recorded as lease rental income.

At 30 November 2009 the Group had contracted to receive the following minimum cash lease rentals
under non-cancellable operating leases:

In thousands of USD 2009 2008
Due within one year 666,589 768,686
Due between one and two years 598,594 704,308
Due between two and three years 526,779 628,429
Due between three and four years 428,681 552,158
Due after four years 959,818 1,435,077
Total 3,180,461 4,088,658
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5. Other income
In thousands of USD 2009 2008
Other income 6,546 3,491
Total other income 6,546 3,491

Other income relates mainly to the application to revenue of security deposits as per the end of lease
process. In cases were a lessee is in default of their contract or if there are balances outstanding, the
security deposit is used to offset the balance.

6. General and administrative expenses
In thousands of USD 2009 2008
Compensation and benefit expenses 33,152 31,412
Termination and redundancy costs - 31
Legal and professional fees 11,750 9,699
Office expenses 5,608 5,178
Travel expenses 3,942 4,417
Other expenses 15,798 19,107
Total administrative expenses 70,250 69,844

The Group had 124 persons in employment as at 30 November 2009 (2008: 121). The average number
of employees during the period was 123 (2008: 112).

Cost of PRSI in respect to employees in Irish subsidiaries amounted to USD 2.3 million (2008: USD 1.8
million).

At 30 November 2009 the Group had contracted to pay the following minimum lease rentals under non
cancellable operating leases relating to office space:

Lease Sub-lease
In thousands of USD expense income
2010 3,259 302
2011 3,233 205
2012 3,045 -
2013 3,106 -
2014 3,168 -
Total 15,811 507

The Group incurred office lease rental expense for the period ended 30 November 2009 of USD 3.9
million (2008: USD 3.3 million). Contracted sub-lease rental income relates to office space in New York.

AWAS ANNUAL REPORT AND FINANCIAL STATEMENTS 2009 68



AWAS Aviation Capital Limited

Notes to the consolidated financial statements

7. Statutory Information

In thousands of USD 2009 2008
The profit for the year has been arrived at after charging:

Directors’ remuneration

Fees 36 192
Other emoluments 2,767 2,590
2,803 2,782
Auditor’'s remuneration 2,384 1,931
2,384 1,931

Depreciation and amortisation of:

Property, plant and equipment 226,382 244,372
Impairment of intangible assets - 99,268
Impairment of property, plant and equipment 292,685 523,117

519,067 866,757

8. Finance income and expense

In thousands of USD 2009 2008
Interest income 3,446 9,270
Finance income 3,446 9,270
Interest expense on financial liabilities (247,252) (413,841)
Unrealised gain / (loss) on interest rate swaps 13,217 (21,706)
Net foreign exchange gain / (loss) 691 (1,122)
Finance expense (233,344) (436,669)
Net finance income and expense (229,898) (427,399)
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9. Income tax expense in the statement of other comprehensive income
In thousands of USD 2009 2008
Current tax expense
Current period 2,244 4,689
Adjustment for prior periods (112) 135
2,132 4,824

Deferred tax expense

Origination and reversal of temporary differences (110,529) (201,339)
(110,529) (201,339)
Total income tax benefit (108,397) (196,515)

Reconciliation of effective tax rate

In thousands of USD 2009 2008
Loss for the period (3,785) (369,265)
Total income tax benefit (108,397) (196,515)
Loss excluding income tax (112,182) (565,780)

Income tax using the Company’s

domestic tax rate 12.5% (14,023) (70,722)
State taxes 1,891 (739)
Income taxable at different rate 1,047 (126,542)
Tax arising on permanent items 553 78
Adjustment to prior period (260) 135
Abatement of deferred tax liabilities (113,760) -
Valuation adjustment 16,155 1,275

(108,397) (196,515)
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10. Property, plant and equipment
Aircraft Capitalised Other

In thousands of USD and engines maintenance assets Total
Cost or deemed cost
Balance at 30 November 2007 6,033,940 85,812 4,332 6,124,084
Capitalised maintenance - 55,598 - 55,598
Transfer to assets held for sale (53,702) (2,843) - (56,545)
Additions 352,717 - 5,872 358,589
Disposals (175,640) (10,639) (313) (186,592)
Balance at 30 November 2008 6,157,315 127,928 9,891 6,295,134
Capitalised maintenance - 68,901 - 68,901
Transfer to assets held for sale - - - -
Additions 463,494 - 1,964 465,458
Disposals (261,203) (7,253) (1,192) (269,648)
Balance at 30 November 2009 6,359,606 189,576 10,663 6,559,845
Depreciation
Balance at 30 November 2007 (200,680) (8,926) (1,421) (211,027)
Depreciation for the year (232,290) (11,426) (656) (244,372)
Impairment charge (517,711) (5,406) - (523,117)
Transfer to assets held for sale 9,853 1,386 - 11,239
Disposals 11,102 2,686 313 14,101
Balance at 30 November 2008 (929,726) (21,686) (1,764) (953,176)
Depreciation for the year (208,359) (16,341) (1,682) (226,382)
Impairment charge (263,416) (29,269) - (292,685)
Disposals 42,492 50 - 42,542
Balance at 30 November 2009 (1,359,009) (67,246) (3,446) (1,429,701)
Carrying amounts
At 30 November 2008 5,227,589 106,242 8,127 5,341,958
At 30 November 2009 5,000,597 122,330 7,217 5,130,144

As of 30 November 2009 the Group owned 208 aircraft and 2 spare engines held for lease on an
operating basis (2008: 210 aircraft and 4 spare engines). During the year ended 30 November 2009,
the Group sold 12 aircraft and 2 engines (2008: sold 18 aircraft and no engines).

The Group’s obligations under its secured bank loans are secured by charges over, amongst other
things, the Group’s aircraft and related assets.
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10. Property, plant and equipment (continued)

The directors identified principally the continuing significant disruption in the credit markets as a
triggering event for an impairment test in accordance with IAS 36 — Impairment of Assets (“IAS 36”). For
the purposes of recognition and measurement of an impairment loss, each aircraft was tested individually
by comparing its carrying amount to the higher of value in use and fair value less cost to sell.

Value in use was determined as the total cash flows expected to be generated by an aircraft, discounted
at 6.5% per annum. Fair value was determined as an average of three professional valuations obtained
from independent appraisers. In cases where the carrying value of the aircraft was not recoverable an
impairment charge was recognised, to the extent that the carrying value exceeded the higher of value
in use and fair value less cost to sell. As a result of the test a non-cash impairment charge of USD 293
million was recognised.

Geographic concentration:

(calculated based on net book value of 2009 2009 2008 2008
the aircraft) USD ’000 % USD °000 %
Europe 1,396,904 28 1,891,873 36
Asia / Pacific 1,902,734 38 1,704,728 33
North America & Caribbean 1,091,079 22 1,008,019 19
Africa & Middle East 151,169 3 202,956 4
Latin America 458,711 9 420,013 8
Total 5,000,597 100 5,227,589 100
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11.

Intangible assets

Deferred maintenance asset:

As a result of the Group’s application of acquisition accounting principles in accordance with IFRS 3,
an intangible asset of USD 332.2 million was recognised at the date of AWAS acquisition representing
the fair value of the lessee’s contractual obligations to perform expected planned major maintenance
activities under the current leases.

Similarly, an intangible asset of USD 89.8 million was recognised at the date of Pegasus acquisition
representing the fair value of the lessee’s contractual obligations to perform expected planned major
maintenance activities under the current leases.

In thousands of USD Cost
Balance at 30 November 2007 285,780
Release of lessee obligations (56,307)
Transferred to property plant and

equipment as capitalised maintenance (54,809)
Balance at 30 November 2008 174,664
Release of lessee obligations (1,900)
Transferred to property plant and

equipment as capitalised maintenance (68,901)
Balance at 30 November 2009 103,863

Upon termination of a lease contract the lessee is released from its contractual obligations to perform
planned major maintenance activities. In most instances this release of the lessee obligation is offset
by an equal amount of maintenance advances collected from the lessee that the Group is not required
to return to the lessee.

Upon completion of maintenance activity the asset is reclassified as a fixed asset in accordance
with IAS 16 and amortised over the remaining useful life of the aircraft. The intangible asset is
not depreciated.
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12. Other assets
In thousands of USD 2009 2008
Debt issuance costs 15,534 12,243
Deferred lease incentive cost 81,708 25,125
Favourable lease provision - current 4,754 5,450
Security deposits 1,550 1,099
Other 9,575 7,829
Total other current assets 113,121 51,746
Debt issuance costs 27,002 42,536
Deferred lease incentive cost 37,069 53,495
Favourable lease provision — non-current 14,904 19,636
Total other non-current assets 78,975 115,667

Amortisation of debt issuance costs was USD 17.5 million during the period ended 30 November 2009
(2008: USD 7.5 million). The unamortised debt issuance costs at 30 November 2009 amortise over the
term of the related borrowing which matures on November 2019.

Lease incentive asset represents amounts of lessor contributions to the cost of maintenance events
during current leases. The asset is amortised over the respective lease terms and recorded as reduction
of lease rental income.

Favourable lease provisions represent the unamortised portion of the fair value provision recognised
at the date of acquisition of AWAS and Pegasus Group. All contracted lease revenues deemed above
market at the date of acquisition were recorded as a favourable lease provision on a discounted
basis. This favourable lease provision is to be amortised over the remaining term of the related lease
agreements and recorded as a non-cash reduction in lease rental income as shown below.

Favourable lease asset amortisation

In thousands of USD 2009 2008
Due within one year 4,754 5,450
Due between one and two years 2,731 5,075
Due between two and three years 2,281 2,470
Due between three and four years 2,244 2,230
Due between four and five years 2,152 2,202
Due after five years 5,496 7,659

19,658 25,086
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13. Trade and other receivables
In thousands of USD 2009 2008
Trade receivables 46,407 41,752
Notes and other receivables 3,732 3,375
Allowance for doubtful debts (5,269) (6,422)

44,870 38,705

Receivables represent rent, maintenance and other charges related to the lease of aircraft to lessees.

Defaults by one or more of our major customers could have a material adverse effect on the Group’s
cash flow and earnings and the group’s ability to meet its debt obligations.

The table below presents credit and default risk relating to the Group’s trade and other receivables by
gross carrying amount:

In thousands of USD Neither Past due Impaired Total
past due and not
nor impaired impaired

2009 2009 2009 2009

Measured at amortised cost:

Trade receivables 14,947 26,191 5,269 46,407
Other receivables 3,732 - - 3,732
18,679 26,191 5,269 50,139
In thousands of USD Neither Past due Impaired Total
past due and not
nor impaired impaired
2008 2008 2008 2008

Measured at amortised cost:

Trade receivables 19,701 15,629 6,422 41,752
Other receivables 3,375 - - 3,375
23,076 15,629 6,422 45127
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14.

Assets classified as held for sale

At 30 November 2009 the Group has entered into no sale agreement for aircraft which met the

requirement to be classified as held for sale. At 30 November 2008, 5 aircraft met the requirements to
be classified as held for sale.

Assets classified as held for sale

In thousands of USD 2009 2008
Aircraft - 58,983
- 58,983
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15.

Deferred tax assets and liabilities

Consolidated deferred tax assets and liabilities are attributable to the following:

In thousands of USD Assets Liabilities Net

2009 2009 2009
Property, plant and equipment - (46,984) (46,984)
Derivatives 9,456 - 9,456
Employee entitlements 1,208 - 1,208
Other items 226 - 226
Valuation allowance - (16,773) (16,773)
Imputed Interest - (119,400) (119,400)
Trade losses 41,804 - 41,804
Tax assets / (liabilities) 52,694 (183,157) (130,463)
Set Off (45,398) 45,398 -
Net tax assets / (liabilities) 7,296 (137,759) (130,463)
In thousands of USD Assets Liabilities Net

2008 2008 2008
Property, plant and equipment - (332,817) (332,817)
Derivatives 19,194 - 19,194
Employee entitlements 816 - 816
Other items - (3,525) (3,525)
Valuation allowance - (12,349) (12,349)
Imputed Interest - (26,490) (26,490)
Trade losses 220,990 - 220,990
Tax assets / (liabilities) 241,000 (375,181) (134,181)
Set Off (212,065) 212,065 -
Net tax assets / (liabilities) 28,935 (163,116) (134,181)

In assessing the ability to realise the deferred tax assets, directors consider whether it is probable that
some portion or all of the deferred tax assets will not be realised. All available evidence is considered
and weighed to determine whether a valuation allowance is needed or should be removed. The ultimate
realisation of deferred tax assets is dependent upon the generation of future taxable income during the
periods in which those temporary differences become deductible.

Accordingly, the Company recorded a valuation allowance of USD 16.7 million (2008: USD 12.3 million)
against its deferred tax assets as of 30 November 2009 as management believes it is probable that the
Group will not realise the full benefit of its deferred tax assets.

The amount of the deferred tax asset is considered realisable, however, it could be significantly reduced
in the near term if estimates of future taxable income during the carryforward period are reduced due
to prolonged dislocation in the capital markets and negative changes in economic conditions and their
consequences for air travel generally and specifically demand for aircraft.
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16. Cash and cash equivalents
In thousands of USD 2009 2008
Unrestricted bank balances 298,664 83,074
Bank balances subject to withdrawal restrictions 409,985 452,689
Cash and cash equivalents 708,649 535,763

The average effective interest rate on deposits was 0.18% (2008: 0.86%).

Cash and cash equivalents subject to withdrawal restrictions represent cash securing the Group’s
obligations under the third party credit facility. Amounts received from lessees in respect of aircraft
subject to certain funding arrangements may be required to be held in segregated accounts to support,
amongst other things, certain maintenance related payments including major airframe overhauls,
engine overhauls, engine life limited parts replacements, auxiliary power unit overhauls and landing
gear overhauls; as well as interest and principal payments on the related debt facility.

Unrestricted cash represents cash held in the bank accounts related to the Group’s share of proceeds
from asset sales and lease rental income.
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17.

Capital and reserves

Consolidated reconciliation of movement in capital and reserves

In thousands of USD Share Additional Reserves Total

Capital  Paid In Capital Equity
At 30 November 2007 623,152 - (39,192) 583,960
Other reserve - 189,204 - 189,204
Capital contribution - 575,462 - 575,462
Total recognised income and expense - - (369,265) (369,265)
At 30 November 2008 623,152 764,666 (408,457) 979,361
Other reserve - 747,602 - 747,602
Capital contribution - - - -
Total recognised income and expense - - (3,785) (3,785)
At 30 November 2009 623,152 1,512,268 (412,242) 1,723,178

At 30 November 2009, the authorised share capital comprised 200,000,000 (2008: 200,000,000)
ordinary shares of USD 1 par value and issued shares of 164,269,739 ordinary shares of USD 1 par
value and authorised and issued shares of 45,888,262,735 (2008: 45,888,262,735) at USD 0.01
par value.

The holders of ordinary shares are entitled to receive dividends as declared from time to time.
The sole shareholder has all powers and full voting rights as permitted under the applicable company laws.
The movement in other reserves represents a contribution by Carmel Capital to the group as a shareholder.

During the year, loans from the shareholder Carmel Capital, with an aggregate net value of USD 747.6
million were provided to the Group in cash, and/or converted from the existing loans to being interest
free and repayable to the extent outstanding in 50 years. The loans have been recorded at their fair
value and the difference between their ‘cost’ and fair value reflected as a credit to other reserves
representing a contribution from the shareholder.

On 29 November 2008 Carmel Capital contributed USD 575.4 million as Additional Paid in Capital
through a conversion of a USD 525 million loan to equity. Interest accrued on the loan in amount of USD
77 million was cancelled and the amount USD 50.4 million (USD 77 million net of deferred tax liability
USD 26.6 million) contributed to the Company as Additional Paid in Capital.

The Group received a convertible interest free loan of USD 218.9 million from Carmel Capital. The loan
matures in year 2057 with no repayments required before maturity. In accordance with IAS 39 - Financial
Instruments: Recognition and Measurement (“IAS 39”) imputed interest amount net of deferred tax of
USD 189.2 million was transferred to other reserves at the inception of the loan.
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18. Loans and borrowings

This note provides information about the contractual terms of the Group’s interest-bearing loans and

borrowings.

In thousands of USD 2009 2008

Secured bank loans (repayable by instalment)

Principal 3,729,381 4,164,786

Accrued and unpaid interest 13,646 29,249

Fair value discounts (37,013) (45,874)
3,706,014 4,148,161

In thousands of USD 2009 2008

Non-current liabilities
Secured bank loans 2,810,286 3,481,062

Current liabilities

Current portion of secured bank loans 895,728 667,099
Movements

In thousands of USD Total
Balance at 30 November 2007 4,407,332
Advanced during the year 376,495
Amortisation of fair value discounts 11,229
Interest accrued but not paid (11,674)
Repayment during the year (635,221)
Balance at 30 November 2008 4,148,161
Advanced during the year 295,759
Amortisation of fair value discounts 8,861

Interest accrued but not paid -
Repayment during the year (746,767)

Balance at 30 November 2009 3,706,014
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18.

Loans and borrowings (continued)

Terms and conditions of outstanding loans were as follows:

Average Nominal Year of

In thousands of USD interest rate maturity 2009
First priority JP Morgan USD LIBOR+1.75 2013 710,640
Second priority JP Morgan USD LIBOR+6.00 2013 158,091
Floating rate loans

Non recourse obligations 2.20 2010 - 2019 1,289,776
Lines of credit — recourse 2.25 2010 -2019 300,395
Fixed rate loans

Non recourse obligations 5.62 2010 -2018 1,168,950
Lines of credit — recourse 4.73 2016 - 2019 78,162
Total interest-bearing liabilities 3,706,014

The first priority secured debt is a secured loan which carries a floating interest rate based on the
three month Eurodollar LIBOR plus 1.75 basis points. The loan is partly repayable on a quarterly
repayment schedule with additional repayments being made if aircraft are sold. The loan matures
on 24 March 2013. The loan is secured by a fixed and floating charge over certain of the assets of
the Group.

The second priority secured debt is subordinated to the first priority secured debt and is a secured loan
which carries a floating interest rate based on the three month Eurodollar LIBOR plus 6%. The loan is
repayable on 24 March 2013 with repayments required only if aircraft are sold during any period prior
to 24 March 2013.

The first and second priority secured debt agreements contain various customary financial and non
financial loan covenants including:

e Financial information obligations

e Indebtedness to earnings before interest, tax, depreciation and amortisation (“EBITDA”) ratios

e Interest coverage ratios

e Limitations on activities which would negatively impact concentration limits such as regional
location of lessees and types of aircraft in the portfolio.

These consolidated financial statements include the results and financial position of AWAS Jetstream
LLC (“AJL"). AJL has secured limited-recourse debt for the purposes of financing its activities. This
debt facility expires in October 2010.
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18. Loans and borrowings (continued)

The directors believe, based on current cashflow projections and the expected refinancing of the
limited-recourse debt provided to AJL by its financers; that they will continue to control AJL for
the foreseeable future and retain access to its benefits and net worth for the benefit of the group’s
shareholders.

The aggregate principal repayment of loans for each of the fiscal years subsequent to 30 November
2009 is as follows:

In thousands of USD Per Statement of financial position Contractual Cashflow

2009 2008 2009 2008
Due within one year 912,015 638,701 1,074,577 857,547
Due between one and two years 527,016 898,617 568,062 1,030,754
Due between two and three years 461,469 461,010 461,650 606,422
Due between three and four years 714,552 369,094 875,566 480,664
Due after four years 1,114,329 1,797,364 1,267,658 2,023,230
Total 3,729,381 4,164,786 4,247,513 4,998,617

At 30 November 2009, the Group had additional lines of recourse credit with a combined borrowing
limit of USD 299 million (2008: USD 437.4 million). These lines are used to fund deposits with respect to
the purchase of aircraft. Interest ranges from LIBOR plus 1.2% to LIBOR plus 3.75%. At 30 November
2009 the Group has borrowed USD 70.7 million on these lines (2008: USD 143.5 million).

19. Maintenance advances, liabilities and provisions for liabilities and charges

In thousands of USD

Provisions as at 30 November 2007 517,995
Releases — redundancy (540)
Releases and drawdowns - maintenance (191,375)
Additions — maintenance 226,628
Provisions as at 30 November 2008 552,708
Additions - maintenance 241,760
Releases and drawdowns - maintenance (176,627)
Provisions as at 30 November 2009 617,841
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19. Maintenance advances, liabilities and provisions for liabilities and charges
(continued)

Maintenance advances & liabilities

In thousands of USD 2009 2008
Long term maintenance reserves 459,975 426,873
Current maintenance reserves 157,866 125,835

617,841 552,708
In thousands of USD 2009 2008
Maintenance advances 399,388 373,609
Lessor contributions 192,263 142,212
Repossession accruals 3,273 7,403
Re-lease accruals 6,428 3,473
Heavy maintenance 16,489 26,011
Total current accrued and other liabilities 617,841 552,708

20. Trade and other payables

In thousands of USD 2009 2008
Unfavourable lease liability- current 4,691 10,460
Employee benefits and relocation accruals 13,564 13,013
Deferred lease revenue 40,460 43,561
Deposits held — current 10,281 9,431
Other liabilities and accruals 32,118 19,374
Total current accrued and other liabilities 101,114 95,839

Unfavourable lease liability
The unfavourable lease provisions represent the unamortised portion of the fair value provision
recognised at date of acquisition.

All contracted lease revenues deemed below market are recognised as an unfavourable lease provision at
the fair value date on a discounted basis. The unfavourable lease provisions amortise over the remaining

term of the related lease as a non-cash increase in lease rental income as shown below.

Unfavourable lease asset amortisation

In thousands of USD 2009 2008
Due within one year 4,691 10,460
Due between one and two years 3,505 5,556
Due between two and three years 2,925 3,703
Due between three and four years 2,663 3,510
Due between four and five years 2,027 3,078
Due after five years 2,274 5,229

18,085 31,536
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20.

Trade and other payables (continued)

Other long term liabilities

In thousands of USD 2009 2008
Unfavourable lease liability 13,394 21,076
Deposits held 129,313 139,939
Total non - current liabilities 142,707 161,015

Rental security deposits relate to cash security received with respect to 150 aircraft and 2 spare
engines. In addition, the Group holds security on lease obligations in the form of letters of credit in
the amount of USD 84.3 million as of 30 November 2009 (2008: USD 66.9 million). Security deposits
are refundable at the end of the contract lease period after all lease obligations have been met by
the lessee.

Employee benefits and relocation accruals
Certain entities within the Group sponsor employee defined contribution superannuation and 401(K)
schemes in various countries. The total expense to the Group was USD 2 million (2008: USD 2.2 million).

The Group also has an employee bonus plan. The total expense included in selling, general and
administrative expenses related to the bonus plan was USD 8.2 million during the period ended 30
November 2009 (2008: USD 6.0 million). As of 30 November 2009 USD 10 million (2008: USD 7.6
million) had been accrued and included in accrued expenses and other liabilities.

Certain executives of AWAS have been granted share appreciation rights. These share appreciation
rights will vest on the earlier of the sale of the Group, the completion of an IPO or on the 8th anniversary
of the executive’s employment commencement date and will be paid within 30 days. The amount to
be paid will be calculated in accordance with an agreed predetermined methodology based on the
‘profit” earned by the Group’s parent. There is in place an agreed understanding as to how the ‘profit’
earned by the parent is determined. Vesting and exercisability depend on continuing employment of
the individual employee to which the rights have been granted. Stock appreciation rights are settled in
cash. The total amount of share appreciation rights relates to 1.59% of the parent’s profit as defined.

The following assumptions are used in estimating the fair value of share appreciation rights at 30
November 2009:

Volatility 37%
Expected term (in years) 8
Risk — free rate 3.8%

The liability related to share appreciation rights is valued at fair value at each statement of financial
position date.
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21.

a)

Financial instruments and financial risk management

The Group utilises financial instruments to reduce exposures to market risks throughout its business.
Borrowings and cash and cash equivalents are used to finance the Group’s operations. Derivative
financial instruments are contractual agreements with a value which reflects price movements in an
underlying asset. The Group uses derivative financial instruments, principally interest rate swaps, to

manage interest rate risks and achieve the desired profile of borrowings.

The main risks attaching to the Group’s financial instruments are disclosed in note 24.

Fair value of financial assets and liabilities

The carrying value and fair value of the Group’s financial assets by class and category were as follows:

In thousands of USD Instruments at Loans and Carrying Fair
fair value through  receivables amount Value
profit and loss

2009 2009 2009 2009

Cash and cash equivalents - 298,664 298,664 298,664
Restricted cash - 409,985 409,985 409,985
Trade and other receivables - 44,870 44,870 44,870
Financial assets 2009 - 753,519 753,519 753,519
External borrowings - 3,706,014 3,706,014 3,666,156
Borrowings from shareholder - 34,728 34,728 34,728
Derivative financial liabilities 39,858 - 39,858 39,858
Financial liabilities 2009 39,858 3,740,742 3,780,600 3,740,742
In thousands of USD Instruments at Loans and Carrying Fair
fair value through  receivables amount Value

profit and loss

2008 2008 2008 2008

Cash and cash equivalents - 83,074 83,074 83,074
Restricted cash - 452,689 452,689 452,689
Trade and other receivables - 38,705 38,705 38,705
Financial assets 2008 - 574,468 574,468 574,468
External borrowings - 4,148,161 4,148,161 4,148,161
Borrowings from shareholder - 469,036 469,036 469,036
Derivative financial liabilities 53,075 - 53,075 53,075
Financial liabilities 2008 53,075 4,617,197 4,670,272 4,670,272
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21.

Financial instruments and financial risk management (continued)
b) Derivative financial Instruments

The objective of the Group’s hedging policy is to adopt a risk averse position with respect to changes in
interest rates and to match when feasible lease income subject to fixed / variable rates to loan financing.

Accordingly, the Group has entered into interest rate swap contracts to hedge the current and expected
future interest rate payments on the Group’s variable rate debt. Interest rate swaps are agreements
in which a series of interest rate flows are exchanged with a third party over a prescribed period. The
notional amount on a swap is not exchanged. Under the swap transactions the Group makes fixed
rate payments and receives floating rate payments to convert the floating rate borrowings to fixed rate
obligations to better match the largely fixed rate cash flows from the leasing of aircraft.

The counterparties to these agreements are highly rated financial institutions. In the unlikely event that
the counterparties fail to meet the terms of the interest rate swap contracts, the Group’s exposure is
limited to the interest rate differential on the notional amount at each settlement period over the life of
the agreements. The Group does not anticipate any non-performance by the counterparties.

As at 30 November 2009 the Group was contracted to two swaps with notional amounts of USD 547.7
million and USD 353 million for which the Group pays a fixed rate of 5.214% and 4.667% respectively
and receives a floating rate based on three months USD LIBOR rate. The swaps mature on 24 March
2011 and 10 October 2010 respectively.

During the year ended 30 November 2009 the change in the fair value of the swaps recorded as in
finance expense was USD 13.2 million gain (2008: USD 21.7 million loss). The fair value liability of the
interest rate swaps at 30 November 2009 was based on observable market prices and was a liability
of USD 39.8 million (2008: USD 53.1 million).
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22, Related party transactions

The Group considers TFCP Holdings Limited, its subsidiaries and all entities controlled by TFCP
Holdings Limited as related parties.

Related party loan (repayable other than by instalment)

In thousands of USD 2009 2008
Principal 14,022 374,166
Accrued and unpaid interest 20,706 94,870

34,728 469,036

Non-current liabilities
Related party loan 34,728 7,062

Current liabilities

Related party loan - 461,974
Movements

In thousands of USD Total
Balance at 30 November 2007 1,036,745
Advanced during the year 216,200
Conversion to equity reserves and principal (818,659)
Interest accrued but not paid 134,367
Repayment during the year (99,617)
Balance at 30 November 2008 469,036
Advanced during the year 428,564
Conversion to equity reserves and principal (854,402)
Interest accrued but not paid 16,382
Repayment during the year (24,852)
Balance at 30 November 2009 34,728

During the year, Carmel Capital advanced the Group an interest free loan, with no repayments due until
its maturity in 2059, in the amount of USD 429 million, additionally a previously advanced loan in the
amount of USD 437 million (including USD 95 million of accrued but unpaid interest) on which interest
accrued at a rate of 9.16% and which was repayable on demand was converted to an interest free
basis with no repayments due until 2059. The fair value of these loans when advanced and converted
respectively, were recognised as loan balances in the amount of USD 11 million (USD 3 million in 2008).
The difference between cost and fair value of these loans is recognised as an interest expense over
their expected 50 year term. During the year ended November 30, 2009 the unwind of this discount
that was recognised as interest expense amounted to USD 16.4 million.
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22. Related party transactions (continued)

Terms and conditions of outstanding loans were as follows:

Average Nominal Year of
In thousands of USD interest rate maturity 2009
Carmel Capital Loan — AACL LIBOR 0.00 2059 14,216
Carmel Capital Interest - AAIL 0.00 2057 20,512

The Carmel Capital Loan — AAIL is interest free has no scheduled repayment due until 2059, when the
entire principal balance outstanding is due and payable. However, early repayments are permitted
provided these do not results in a breach of senior third party credit facilities. Interest has been
imputed on this loans at a rate of 9.16%.

There were no transactions and there are no outstanding balances relating to key management
personnel and / or entities over which they have control or significant influence.

Significant subsidiaries Share- Country of
holding incorporation

AWAS Aviation Acquisitions Limited* 100% Ireland
AWAS Aviation Trading Limited** 100% Ireland
AWAS (Ireland) Limited *** 100% Ireland
AWAS Aviation Investments Limited ** 100% Ireland
The registered address of the above entities is:
Riverside One, Sir John Rogerson’s Quay, Dublin 2, Ireland
AWAS Capital Inc. **** 100% USA
Pegasus Aviation Finance Company***** 100% USA
AWAS Acquisitions Inc. 100% USA
AWAS Finance Inc. ****** 100% USA
AWAS Jetstream LLC. =~ 100% USA
The registered address of the above entities is:
2711 Centerville Road, Suite 400
Wilmington, Delaware 19808, USA
AWAS Consolidated Holdings Limited 100% Cayman
AWAS Aviation Holdings Limited** 100% Cayman

Cricket Square, Hutchins Drive, PO Box 2681
Grand Cayman, KY1-1111, Cayman Islands

* - shareholdings held via AWAS Aviation Investments Limited

** - shareholding held via AWAS Consolidation Holdings Limited
*** - shareholdings held via AWAS Aviation Acquisitions Limited
**** - shareholdings held via AWAS Holdings Inc.

= - shareholdings held via AWAS Acquisitions Inc.

e - shareholdings held via Pegasus Aviation Finance Company
weeee _ shareholdings held via AWAS Aviation Holdings Limited

The principal activity of the above entities is the sale and leasing of aircraft and provision of administrative
services to related parties.
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Remuneration of key management personnel
The remuneration of the key management personnel of the Group is set out below in aggregate for
each of the categories specified in IAS 24 “Related Party Disclosures”.
In thousands of USD 2009 2008
Short term employee benefits 4,943 4,103
Post employment benefits 278 260
5,221 4,363
23. Commitments and contingent liabilities

a) Capital Commitments:

At 30 November 2009, the Group had committed to purchase 127 new aircraft, scheduled to deliver
from 2010 through 2017 at an estimated aggregate purchase price of approximately USD 6.7 billion
subject to a reduction due to any cancellations. All of these purchase commitments to purchase new
aircraft are based upon master agreements with each of Airbus S.A.S. (“Airbus”) and Boeing Company
(“Boeing”).

The Airbus aircraft (models A320, A330 and A350XWB) and the Boeing aircraft (models 737 and 787)
are being purchased pursuant to agreements executed by Group companies and Airbus or Boeing.
These agreements establish the pricing formulas (which include certain price adjustments based upon
inflation and other factors) and various other terms with respect to the purchase of aircraft. Under
certain circumstances, there is the right to alter the mix of aircraft type ultimately acquired.

The Directors anticipate that a portion of the aggregate purchase price for the purchase of aircraft
will be funded by incurring additional debt. The exact amount of the indebtedness to be incurred will
depend upon the actual purchase price of the aircraft, which can vary due to a number of factors,
including inflation, and the percentage of the purchase price of the aircraft which must be financed.

b) Contingent Loss:
A contingent loss exists at 30 November 2009 in relation to unpaid Eurocontrol charges incurred by
operators of the Group’s aircraft.
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23.

24,

25.

26.

Commitments and contingent liabilities (continued)

b) Contingent Loss (continued):

Eurocontrol’s Central Route Charges Office bills and collects charges from users of en-route services
on behalf of Eurocontrol Member States pursuant to a Multilateral Agreement (“the Agreement”). The
Agreement, which came into force on January 1, 1986, stipulates that the party liable for the payment
of Eurocontrol charges is the operator of the aircraft at the time the relevant flight was performed. If the
identity of the operator is unknown and the owner fails to prove that another party is the operator, then
the owner will be treated as the operator.

The Agreement provides that where a debtor has not paid the amount due, measures may be taken
by Eurocontrol to enforce recovery. The measures available to Eurocontrol are subject to national
law in each of the Eurocontrol Member States and in some jurisdictions include the ability to
arrest and detain an aircraft pending recovery of unpaid charges. The Group as owner of the
aircraft may become liable for Eurocontrol costs in the event that an operator defaults on their
Eurocontrol obligations.

No accrual has been made at 30 November 2009 in relation to contingent losses pertaining to
Eurocontrol charges as any potential loss is not considered probable at this time and the amount of
any potential loss cannot be reasonably estimated.

c) Guarantees:

The Company has guaranteed certain obligations of AWAS Aviation Trading Limited (a subsidiary of
the Company) related to non-recourse third party loans provided for the purchase of aircraft.

d) Revenue audits:

A subsidiary entity, Ansett Worldwide Aviation Sales Limited (in voluntary liquidation), is subject to an
audit from the Hong Kong Revenue Department as part of the closure of the entity. The Group expects
that the eventual outcome to the audit will not result in any material adverse tax expense.

Risks and uncertainties

These items have been set out in the directors’ report on pages 38-40.

Subsequent events

There were no significant events subsequent to November 30, 2009.

Approval of financial statements

The directors approved these financial statements on 25 February 2010.
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