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GAL MSN 41027 LIMITED

DIRECTORS' REPORT AND STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2018

The Diectors present therr annual report and the audited financial statements of GAL MSN 41027 Limited (the
“Company") for the year ended 31 December 2018

Principat Activities, Business Review and Future Developments

The Caompany was incorporated in England on 20 November 2014 as a special purpose company whose
principal actvity 1s the leasing of jet aircraft The Directors expect these activities to continue for the foreseeable
future and wiil continue to review and seek business opportumties for the Company. The Company 1s operated

and managed as a single operating segment
Principal Risks and Uncertainties

The Company, n the course of its business activities, is exposed to asset, market, credit and hquidity risk The
key risks facing the Company and the manner In which these risks have been dealt with are disclosed in the
consolidated financial staterments of Goshawk Awviation Limited ("GAL"}) (whose accounts consolidate the
accounts of the Company) The Board of Directors ensures that nsks are identified and managed in accordance

with the objectives of the Company

Going Concern

The Directars, having made such inquiries as they considered approprate, have prepared the Company's
finangal statements on a going concern basis

The Company 1s 1n a net Liability positien, however the financial statements have been prepared on a going
concern basis subject to conunuing support of GAL, uitmate controlling party. as detaled in Note 19, to allow the
Company to meet its obligabons as they come due

Key Performance Indicators
The Company's KPls dunng the year were as follows

. Operating income of US$9,040 256 (2017 US$9,040,256), and
Profit before tax of US$1,275,909 (2017 US$769,531)

Resuits for the year and Dividends

The resuits of the Company for the year ended 31 December 2018 are set out In the Statement of Prefit or Loss
Account and Other Comprehensive Income on page 8 and in the Balance Sheet on pages 9- 10 The profit on
ordinary activities for the year before taxation amounted to US$1,275909 (2017 US$769,531) and after
charging taxation of US$588,201 (2017 US$314,304), the profit of US$587,708 (2017 US$455,227) was
transferred to reserves. Shareholders’ deficit at 31 December 2018 amounted to US$77,434 (2017
US$765,142) The Directors did not deciare any dividends during the year (2017. US$ Nil

Total cash and cash equivalents at 31 December 2018 was US$5,261 (2017 USSNi). Total assels at 31
December 2018 was US380,307,282 (2017 US$82,982,737), and total habiltes was US$80,384.716 (2017
USS$83,747 879)

Directors and Secretary and their Interests

The names of the persons who were Directors at any time dunng the year ended 31 Oecember 2018 are set out
below In accordance with the Articles of Association the Directors are not required to retire by rotation



GAL MSN 41027 LIMITED

DIRECTORS' REPORT AND STRATEGIC REPORT (CONTINUED}
FOR THE YEAR ENDED 31 DECEMBER 2018

Directors
Charles M Leahy (appointed 3 January 2017)

MaplesFS UK Corporate Director No 1 Limited {appointed 3 November 2017)
MaplesF S UK Corporate Director No.2 Limited (appomnted 2 Novernber 2017)

Secretary
Maples Fiduciary Services (UK) Limited {appointed from 3 January 2017)

Interests

The Directors and the company secretary who held office at 31 December 2018 do not have any direct or
benefciai interest in the shares, deferred shares, share optrons and debentures of the Company, or any graug

company at that date or dunng the period

Issue of Shares

Share capital consists of 1 ordinary shares of GBP £1 (US$2) 1ssued on 20 November 2014 to GAL Holdco Ne 2
Limited

Political Contributions

No political donations were made by the Company during the year (2017 None)

Events after the end of the Reporting Date

There are no significant events affecting the Company since the end of the reporting year

Disclosure of information to auditors

The Directors who held office at the date of approval of this Strategic Report and Directors’ Report confirm that,
so far as they are each aware, there is na relevant audit information of which the Company's audior i1s unaware,
and each Director has taken all the steps that he/ she cught to have taken as a Director to make himself/ herself
aware of any relevant audt information and to establish that the Company’s auditor 1s aware of that information

Independent Auditor

Pursuant to Section 485 of the Companies Act 2006, the auditor, KPMG, Chartered Accountants, will be deemed
to be reapponted and will therefore continue i office The Directors have appointed KPMG as the Company’s

Audtor

This repart was approved by the board on 28 June 2018 and signed on its behalf
Charles M Leahy

Director



GAL MSN 41027 LIMITED

STATEMENT OF DIRECTORS' RESPONSIBILITIES IN RESPECT OF THE DIRECTORS' REPORT AND
THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

The Dwectars are responsible for prepanng the Directors' Repert and the financial statements In accordance with
applcable (aw and reguiations

Company law requires the Direclors to prepare financial statements for each financial year Under that law they
have elecled 1o prepare the financial statements in accordance with FRS 101 Reduced Disclosure Framework

Under company law the Direclors must not approve the financial statements unless they are satisfied that they
give a true and fair view of the assets, habiities and financial posttion of the Company and of its profit for that
year Inprepanng these financial statements, the Drectors are required to

. select suttable accounting paolicies and then apply them consistently,

. make judgemeants and estimates that are reasonable and prudent,

. state whether applicable Accounling Standards have been followed, subject to any matenal departures
disclosed and explained in the financial statements,

. assess the Company's abiity to continue as a going concern, disclosing, as applicaole, matters related to
going concern, and

. use the going concern basis of accounting uniess they either intend to liguidale the Company or to cease

operations, or have no realistic alternative but to do sco

The Directors are responsible for keeping adequate accounting records which disclose with reasonable accuracy
at any tme the assets, habilities, financial pgsttion and prefil or loss of the Company and enable them to ensure
that the financtal statements comply with the Companies Act 2006. They are responsible for such internal
controls as they determine 1s necessary to enable the preparztion of financial statements that are free from
malerial misstatement, whether due to fraud or error, and have general responsibiity for taking such sleps as
are reasonably open to them lo safeguard the assets of the Company and to prevent and detect fraud and other
wrequlanties The Directors are also responsible for prepanng a Directors’ Report that comples with the
reguirements of the Companies Act 2006

Approved Dy the board and authonsed for 1ssue on 28 June 2019

Charles Leahy
Director




.;-E KPMG

Audit
1 Harbourmaster Place

refand

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF GAL MSN 41027 LIMITED
Report on the audit of the financial statements
Opinicn

We have audied the financial statements of GAL MSN 41027 Limited ('the Company’) for the year
ended 31 December 2018 set out on pages 8 to 27, which comprise the Statement of Profit or Loss
Account and Other Comprehensive Income, the Balance Sheet, the Statement of Changes in Equity
and related notes, including the summary of significant accounting policies set out in note 2 The
financiai reporting frarmework that has been apphed in therr preparation 1s trish Law and FRS 101
Reduced Disclosure Framework.

In our opimon, the accompanying financial statements

+ give a true and fair view of the state of the Company’s affairs as at 31 December 2018 and of its
profit for the year then ended,

» have been properly prepared in accordance with FRS 101 Reduced Disclosure Framework, and
- have been properly prepared n accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK} (iISAs (UK)) and
applicable faw Our responstbilies under those standards are further described in the Auditor’'s
responsibilities for the audit of the financial statements section of our report. We are :ndependent of
the Company in accordance with ethical requirements that are relevant to our audit of financial
statements in the UK, including the Financial Reporting Council {FRC)'s Ethical Standard, and we
have fulfilled our other ethical responsibilities in accordance with these requirements,

We pelieve that the audit evidence we have abtained is sufficient and appropriate 1o provide a basis
for our opinion.

We have nothing to report on going concern

The directors have prepared the financ:al statements on the going concern basis as they do not
intend to hguidate the Company or to cease its operations, and as they have concluded that the
Company's financrat position means that this is realistic. They have also concluded that there are no
material uncertainties that coutg have cast significant doubt over its abulity to conhinue as a going
concern for at least a year from the date of approval of the financial statements ("the going concern

period”) .
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF GAL MSN 41027 LIMITED
{continued)

We are required to report to you if we have concluded that the use of the going concern basis of
accounting 1s inappropniate or there is an undisctosed material uncertainty that may cast significant
doubt over the use of that bas:s for a pened of at least a year from the date of approval of the financial
statements We have nothing to report in these respects.

However, as we cannot predict ail future events or conditions and as subsequent events may result In
outcomes that are inconsistent with judgements that were reasonable at the time they were made, the
absence of reference to a material uncertainty in this auditor's report 1s not a2 guarantee that the
Company will continue \n operation,

Other information

The directors are responsible for the other information presented in the Annual Report together with
the financial statements The other information comprises the information included in the directors'
report. The financial statements and our auditor's report thereon do not compnse pan of the other
information Qur opimion on the financial statements does not cover the other information and,
accordingly, we do not express an audit opinion of, except as explicitly stated below, any form of
assurance conclusion thereon

Qur responsibilly is to read the other information and, in doing so, constder whether, based on our
financial statements audit work, the information therewn 1s materially misstated or inconsistent with the
financial statements or our audit knowledge Based solely on that work we have not identified material
' prsstatemeants in the other information

Based sclely on our work on the other information,

» we have not identified maternal misstatements in the directars report,
= in our oginion, the infermation given in the directors’ repert report 1s consistent with the financial

statements,
» in our opinton, the directors’ report and the strategic report have been prepared in accordance with

the Companies Act 2006
Matters on which we are required to report by exception

Under the Companies Act 2006 we are reguired to report to you if, in our opinion.

» adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches not visited by us, or

« the financial statements are not in agreement with the accounting records and returns, or

« certain disclosures of directors' remuneration speciiad by law are not made; or

» we have not received all the information and explanations we require for our audit, or

* the directors were not entitled ta take advantage of the small companies exemption from the
requirement to prepare a strategic report

We have nothing to report in these respects.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF GAL MSN 41027 LIMITED
(continued)

Respective responsibilities and restrictions on use
Responsibilitias of directars for the financial statements

As explained more fully 1n the directors' responsibilities statement set out on page 4, the directors are
responsible for: the preparation of the financial statements including being satisfied that they give a
true and fair view; such internal control as they determine 1s necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error;
assessing the Company's abilty to continue as a going concern, disclosing, as applicable, matters
related to going concern; and using the going concern basis of accounting unless they either intend to
Iquidate the Company or to cease operations, or have no realistic alternative but to do so.

Auditor's responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or errar, and to 1ssue an audttor's report
that inciudes our opinion Reasonable assurance is a high levei of assurance, but is not a guarantee
that an audit conducted in accordance with ISAs (UK) will always detect a matenal misstaterent
when it exists. Misstatements can anise from fraud or error and are considered material ff, iIndividually
of in the aggreqate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of these financial statements

A fuller description of our responsibities is provided on the FRC's website at
www frc org.uk/auditorsresponsibilities

The purpose of our audit work and to whom we owe our responsibilities

Our report is made solely to the Company's members, as a body. In accordance with Chapter 3 of
Part 16 of the Companies Act 2006 Qur audit work has been underiaken 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 Cornpany's members, as a body, for our audit work, for this
report, or for the opinions we have formed.

Fflin T (L
T T e

Killian Croke, Senior Statutory Auditor 28 June 2019
for and on behalf of

KPMG Statutory Auditor

1 Harbourmaster Place

IFSC

Dublin 1

Ireland



GAL MSN 41027 LIMITED

STATEMENT OF PROFIT CR LOSS ACCOUNT AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2018

2018 2017
Note uss Uss
Operating ncome 3 6.040,256 9,040,256
Depreciation 8 (3,070,824) (3,070,824}
General and administration expenses 4 (593,250) {361,610)
Net operating profit on continuing activities 5,376,182 5,607,822
Fiance expense 5 (6.165,792) (5,354,787)
Net gains on denvatives 12 1,065,519 516,481
Foreign exchange gain - 15
Profit on ordinary activities before taxation 1,275,909 769,531
Tax on profit 7 (588,201} (314.304}
Profit on ordinary activities after taxation 687,708 455,227
Other comprehensive income - -
Totat comprehensive income for the financial year 687,708 455,227

The accompanying notes on pages 12 to 27 form an integral part of these financial statements All profits and
total comprehensive income for the year are atintcutable lo the owners of the Company The above results were

derived from tontinuing operations



GAL MSN 41027 LYMITED

BALANCE SHEET
AS AT 31 DECEMBER 2018

Non-current assets

Awrcraft

Other non-current assets

Net derivative assets

Total non-current assets

Current assets

Cther receivables
Cash and cash equivalents

Total current assets

Total assets

Liabilities - amounts falling due within one year

Loans and borrowings

Lease rental received in advance
Qther abiities

Net deferred tax hatilities

Liabifities - amounts falling due more than one year

Loans and borrowings
Net dernivative habilities

Total hiabilities

Net liabilities

Note

i1

11
12

2018 2017
uss uss
79,901,525 82,572,349
79,901,525 82,972,349
324,373 -
80,225,898 82,972,349
76,123 10,388
5,261 .
81,384 10,388
80,307,282 82,962,737
3,593,296 3,390,242
1,268,993 1,268,993
789 925 619,436
1,469 879 611,678
6,852,093  5890,349
73,532,623 77,116,384
. 741,148
73,532,623  77.857,530
80,384,716 83,747 879
(77.434)  (765.142)




GAL MSN 41027 LIMITED

BALANCE SHMEET (CONTINUED)
AS AT 31 DECEMBER 2018

2018 2017
Note uss uUss

Capital and reserves
Share captal 14 2 2
Profit or loss account (77,436} {765,144)
Shareholders® deficit (77.434) (765.142)

The accompanying netes on pages 12 to 27 for an integral part of these financial statements
Approved by the board and recogrised for issue on 28 June 2019

et

Charles M Leahy
Director

10



GAL MSN 41027 LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 20138

At 1 January 2017

Comgrehensive income for the year
Profit for the year

Total comprehensive income for the year

At 1 January 2018

Comprehensive income for the year
Profit far the year

Total comprehensive income for the year

At 31 December 2018

All equity 1s altnbutable to the holders of the Company

Profit or
Called up loss
share capital account Total deficit
Uss USSs uss
2 (1,220,371)  {1,220.3869)
- 455,227 455,227
- 455,227 455,227
2 (765,144) (765,142)
- 587,708 687,708
- 687,708 687.708
2 (77,436) (77,434)

The accompanying notes on pages 12 to 27 form an integral part of these Tinancial statements



GAL MSN 41027 LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

1.

General information

GAL MSN 41027 Limited (the "Company") is a limited hability company incorporated i England on 20
November 2014 as a special purpose company whase princpal activity i1s the leasing of jet aircraft and 1s
domicifed in the United Kingdom '

The accounting policies set out below have, unless atherwise slated, been appled consistently to all years
presented in these finanaial statements

Accounting poiicies
2.1 Basis of preparation of financial statements

The financiai statements have been prepared in accordance with Finanaial Reporting Standard 101
‘Reduced Disclasure Framework' and UK GAAP

in preparing these financial statements, the Company apphes the recogrition, measurement and
disclosure requirements of International Financ:al Reporting Standards as adopted by the EU {"EU
tFRSs"), but makes amendments where necessary i order to comply with the Companies Act 2006
and has set aut below where advantage of the FRS 101 disclosure exemptions has been taken.

In these financra! statements the Company has applied the exemptions avalable under FRS 101 in
respect of the following disclosures

. A Cash Flow Statement and retated notes,

. Disclosures in respect of capital management,

. The effects of new standards and interpretations issued but not yet effectve,

. Bwsclosures in respect of the campensation of Key Management Persannel and related party

transactons entered into between two or more wholly owned members of a group

As the consolidaled financial statements of Goshawk Awiation Limiled ("GAL") (whase accounts
consolidate the accounts of the Company) and which have been prepared in accardance with the
International Financial Reporting Standards ("IFRS"), include equivalent disciosures, the Company
has taken exemptions under FRS 101 available in respect of the following disclosures

. Certain disclosures required by IFRS 13 Farr Value Measurement, and
. The disclosures required by IFRS 7 Financial Instrument Disciosures.

Dunng the year, the Company adopted the following new standards and interpretations IFRS 15
Revenue from Coniracts ("IFRS 15" establishes a comprehensive framework for determining
whether, how much and when revenue 1s recogrised It replaced JAS 18 Revenue [*JAS 18") and IAS
11 Construction Contracts and related interpretatiens The Company has adopted IFRS 15 using the
cumulative effect method (without practical expedients), with the effect of imtially applying this
standard recognised at the date of intial appheation {i.e 1 January 2018} The mpact of IFRS 15 was
assessed and concluded that there 1s no impact to the Company's financial statements as revenue
earned by the Company 1s recognised and measured in accordance with 1AS 17 Leases ("IAS 177)
The Company aisp adopted |[FRS 9 Financial Instruments ("IFRS 9") sets out requirements for
recognising and measuring financial assets, financiai habihties and some comracts to buy or sell non-
financial tems This standard replaces 1AS 39 Financial Instruments Recognition and Measurement
("JAS 39", refer to Note 2 6§ Financial Instruments far further detalls

The financial statements have been prepared in US Dollars (US$) The financial statements have
been prepared on a going concern and a historical cost basis, except for dervative financial
instruments, which have been measured on a fair value basis.

Fair value 15 the price that would be receved to sell an asset or paid te transfer a iability in an orderly
transaction between market participants at the measurement date, regardless of whether that price 1s
directly observable or estimated using another valuation technique Where applicable, further
infermation about the assumptions made 0 determiring fair values 1s disclased in the notes specific

to that asset or hability
12



GAL MSN 41027 LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

2.

Accounting policies (coentinued}

ra

2.2

2.3

2.4

Basis of preparation of financial statements {continued)

The preparation of the finanoal report In conformity with FRS 101 requires the directors to make
judgements, estimates and assumptions that affect the application of poiicies and reported amounts
of assets, iabilities, income and expenses These estimates and associated assumplions are based
upon histoncal expenence and vanous other factors that are beleved te be reasonable under the
circumstances, the results of which form the basis of making judgements about carrying values of
assets and babllibes thal are not readily apparent from other sources. Actual results may differ from
these estimates

The estimates and underlying assumptions are reviewed by the Directors on an ongeing basis.
Revisions to accounting estimates are recegnised in the penod In which the estimate is revised if the
revision affects only that period or in the pened af the revision and future penods if the revision
affects both current and future periads

The key judgements that could affect the reponted results are those concerning the useful lives,
ressdual values and carrpng values of the aircraft  The Company reviews the estimated useful ives,
residual values and the carrying value of its aircraft assets at the end of each annual reparting year to
suppon the estimates

Going concern

The Company's financial statements are prepared as a going concern The projected cash flows are
sufficient to meet the habiibes as they fall due dunng the contracted lease term and because of the
continuing support of GAL, as the uitimate controting party (detailed in Note 19)

Revenue recognition

Revenue 1s recognised to lhe extent that it 1s probable that the economic benefils will flow to the
Comparny and the revenue can be reliably measured The following specific recognition cntena must
also be met before revenue Is recognised

Lease rental revenue

Lease réntal revenue Is recognised on a straight-ine basis over the lease term Lease rental revenue
recewed in advance Is recognised as a liabihity until such tme that the Company s entitled to the
lease rental revenue

Furance income

Finance income accrues using the effective interest method This 1s @ method of calculating the
amartised cost of a financial asset and allocating the interest iIncome over the relevant period using
the effective interest rate. which s the rate that exactly discounts estimated future cash recepls
through the expected hfe of the financial asset to the net carrying amount of the financial asset or
liabihity

Finance gxpense

Finance expense comprises of interest expense on borrowings, financing fee amortisation and
interest rate swap settiements. All borrowing costs are recogmised in Statement of Profit or Loss
Account and Other Camprehensive Income using the effective interest rate method



GAL MSN 41027 LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

2. Accounting policies (continued)

2.5

2.6

Cash and cash equivalents

Cash and cash equivaients compnise of amounts due from banks and where applicable, overdrafts.
They are convertible into cash with an insignificant nsk of changes i value and with onginal
maturities of less than 90 days

Financial instruments

IFRS 8 Financial Instruments (IFRS 9") was 'ssued n July 2014 and replaces IAS 38 Financat
Instruments Recognikton and Measurement ("|AS 39"). The Company has adopted IFRS 9 for the
financial reperting penod commencing 1 January 2018 The Company 1s reporiing under iFRS 9 as at
31 December 2018 for all areas except for Hedge Accounting This continues to be reported under
IAS 39

IFRS 9 largely retains the exisling requirements i |AS 39 for the classiication and measurement of
financial habities However, it eliminates the previous 1AS 39 categories for financial assets of held
te matunty, loans and recervabies and available for sale

The adoplion of IFRS 9 has not had a sigmficant effect on the Company’s accounting pohcies related
to financial iabilites As permitted by the transitional provisions of IFRS 8, the Company has found
that there has been nc iImpact on opening reserves, retained earnings and ather carrying values The
impact of IFRS § con the classification and measurement of inancial assets ts set out betow

Under IFRS 9, on nutial recognition, a financial asset 1s classified as measured at amortised cost, fair
value through other comprehensive wcome ('FVQCI") — debt investment, FVOCI — equity invesiment,
or farr value through profit or loss ('FVTPL"} The classificalion of financial assets under IFRS § s
generally based on the business model in which a financial asset 1s managed and 115 contractual
cash flow charactenstics

A financial asset 1s measured at amortised cost if it meets both of the following condittons and 1s not
designated as at FVTPL

. it 1s held vathin a business mode! whose objective 15 to hold assets to collect contractual cash
flows, and
. s contractual terms give rise on specified dates to cash flows that are salely paymenis of

principal and interest on the pnncipal amount outstanding

A debt imvestment 1s measured at FVQCI if it meets both of the follewing conditions and 13 not
designated as at FVTPL

. it 15 held within a business model whose abjective 18 achieved by bath coilecting contractual
cash flows and selling financial assets, and
. s contractual terms give nse on specified dates 1o cash flows that are solely payments of

principal and interest on the principal amount outstanding

On initial recognition of an equity investment that1s not held for trading, the Company may irrevocabily
elect 1o present subsequent changes i the investment's fair value in Other Comprehensive Incame
Trus election s made on an investment- by-investment basis

A financial asset (unless it 1s a trade receivable withoul a significant financing compenent that ts
imitially measured at the transaction price) 1s mitially measured at fair value plus, for an (tem not at
FVTPL, transachon costs that are directly attnbutable to s acquisiion The (inancial assets held by
the Company are trade receivables and cash. IFRS 9 replaces the “incurred foss' model in 1AS 38
with an 'expected credit loss' ("ECL") model

14



GAL MSN 41027 LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

2.

Accounting policies {(continued)

2.6 Financial instruments (continued)

The new impairment model applies ta financial assets measured at amortised cost, contract assets
and debl investments at FVOC!, but not to investments In egquity instruments Under IFRS 9, credit
losses are recognised earler than under 1AS 39

The tinancial assets at amortised cost consist of trade recevables and cash

Under IFRS 8, loss allowances are measured on either of the following bases.

. 12-month ECLS these are ECLs tha! result from possible default events within the 12 months
after the reparting date, and
. iifetime ECLs these are ECLs that result from all possible default events over the expected Iife

aof a financ¢ial snstrument

The Company has apphed the simphfied approach ta recognise lifettme expected credit losses for s
trade recewvables, finance lease receivables and contracts assets as required or permitied by IFRS 8

When determining whether the credit sk of a financial asset has increased significantly since initial
recogmition and when estmating ECLs, the Company considers reasonable and supporiable
information that i1s refevant and availdable withaut undue cast or effort This includes both guantitative
and qualitative information and analysis, based on the Company's historical experience and informed
credit assessment, including forward-logking information

The Company assumes that the credit risk an a financral asset has increased significantly if it 1s more
than 30 days past due The Company considers a financial asset to be in defauk when

L3 the iessor s unitkely to pay its credit oghgations to the Company in full, without recourse by the
Company fo actions such as realsing security (if any 1s held), or
. the financiat assel 1s more than 90 days past due Impaorment lasses related ta trade and other

recelvables, are presented separately in the Statement of Profit or Lass Account and Other
Comprehensiwve Income

The Company assessed its trade and other receivables palance at 31 Oecember 2018 by comparning
mstorical receivable loss patterns with current and future forecasted credit conditions and determined

that no matenal ECL was required
Derivative financial instruments

Dernvative financial instruments include ali denvative assets and liabdittes that are used to
ecanomically hedge each loan from ceramn interest rate fluctuations Denvative financial instruments
are recognised inally at fair value plus, for instruments not at far value through prafit or loss in the
Statement of Comprehensive Income, any directly altnbutable transaction casts These denvatives
are not however formally designated into gualifying hedge relationships and therefore all changes in
thelr fair value are recegrised immediately in the Statement of Profit or Loss Account and Other

Comprehensive Income



GAL MSN 41027 LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

2,

Accounting policies (continued)

2.7 Aircraft

Cost

Aircraft assets are nally recorded at cost including directly attrbutable transaction costs on
acqguisttion  Atrcraft are subsequently measured at cost less accumulated depreciation and any
impairment losses

Depreciation

The Company depreciates leased aircraft assets on a straight-line basis to a residual value at the end
of the usefui economic bife

Tne useful economic life and residual value of arcraft and related assets are generally esbmated as
being 25 years from date of manufacture and 15% of cost, respectively Where mare relevant
information indicates a different pattern in which the benefits associated with an aircraft are
consumed., management adjust the residual value and useful economic life estmates for those
specific aircraft

Residual value and useful economic life estimates of arcraft and related assets are reviewed at a
mimmum at each annual reporting date considenng management's expenence and knowledge of the
industry, the GAL group’s strategy (that relating to the acquisiion, disposition and leasing of aircraft)
as well as external market factors Changes are acccunted for as a charge 1n accounting eshimate

Disposal of aircraft

Gains and losses on dispesat are determined by comparing proceeds with the carrying amount
These are included in the Statement of Profit or Loss Account and Other Camprehensive Income

Derecognition

Arrcraft assets are derecognised upon disposal or when no further future economic benefits are
expected from their use or disposal

Impairment

Al each reporting date, the carrying values of aircraft assets are assessed for indicatons of
impairmen! If any indicator of impairment exists, an estimate of the assel's recoverable amount 1s
calculated

An impairment loss s recogrised for the amount by which the assets carrying amount exceeds its
recoverable amount Recoverable amount 1s the higher of an asset's farr value less cost to seil and
value In use A previously recognised impairment joss 1s only reversed if there has been an increase
in the asset's recoverable amount since the last impairment loss was recognised The impairment
ioss would be reversed to the revised estimate of its recoverable amount but not In excess of the
amount that would have been determined had no impairrment loss been recogrised for the asset in
the prior years A reversal of an mpairment loss 15 recogrised immediately in Statement of Profit or
L.oss Account and Other Comprehensive Income



GAL MSN 41027 LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

2.

Accounting palicres {continued)

2.8

2.9

Leases

The Company leases arrcrafl to awrhne operators The determination of whether an arrangement (s or
contains a lease 1s based on the substance of the arrangement and requires an assessment of
whether the fulfilment of the arrangement is dependent on the use of a specific asset or assels and
the arrangement conveys a ngnt (o use the asset

Leases in which the Company retains substantrally all the nsks and benefits of ownership of the
leased asse! are classified as operaling leases. Imtal direct costs incurred i negotiating and
executing an operating lease are added o the carrying amount of the leased asset and recognised
as an expense over the lease term on the same basis as lease rental revenue Leases in which the
risks and benefits of ownership transfer tc the lessee are classified as finance leases

Other payables

Otrer payables represen! iabibties for goeds and services prowded to the Company prior to the end
of the financial year that are unpaid and anse when the Company becomes obliged to make future
payments, within 12 months from balance sheet date, in respect of the purchase of ihese goods and

Services

240 Lease rental received in advance

Lease rentals recewved n respect of future rental penods are recognised as a liability in the Balance
Sheel The habiity 1s released to the Statement ot Profit or Loss Account and Other Comprehensive

Income in the period that the revenue recognition crifena s satisfied

2.11 Other receivables

Other recevables are instially recorded at cost, which 1s the eguwalent of the fair value, and are
generally recewed within 30 days of becoming due and receivable At the end of each reporing
period, the Campany applies an expected credit loss model to determine if the carrying value of other
receivables 1s )/mpawed 'mparrment losses are recognmsed immediately in the Statement of Profit or
Loss Account and Other Comprehensive Income

2.12 Foreign currency transiation

Functional and presentation currency
The Company's functional and presentational currency 1s US$

Transactions and balances

Foreign currency transacltions are translated into the funclional currency using the spot exchange
rates at the dates of the transactions

Monetary assets and habuities denominated in currencies other than US$ are transiated into US$ at
exchange rates prevaling at the end of the reporting year. Non-monetary assets and llabihties are
stated at cost based on the exchange rate prevaling at the transaction date. All exchange differences
are Included in Statement of Profit or Lass Account and Other Comprehensive Income

17



GAL MSN 41027 LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

2. Accounting policies (continued)
2.13 Taxation

Tax expense compnses current and deferred tax. Current and deferred tax expense is recognised
through profit or loss in the Statement of Profit or Loss Account and Other Comprehensive Income
excep! to the extent that it relates to tems recogrised directly in equity, 1n which case it 1s recognised
in there

Current tax is the expected tax payable on the taxabie income far the year, using tax rates enacted or
substantively enacted at the reporting date, and any adiustment to the tax payable in respect of
previaus years.

Deferred tax is recognised in respect of ail temparary differences that have onginated but not
reversed at the end of the reporting year where transactions or events have occurred at that date that
will result in an obligation ta pay more or right to pay less tax Provision 1s made at the rates expecled
to apply when the temporary differences reverse based on legislation substantvely enacted at the

end of the reporling year

Temporary differences are differences between the Company's taxable profits and #ts results as
stated n the financial statements that arise from tha inclusian of gains and losses in taxable profits in
penods different from those in which they are recognised in the financial staternens

A net deferred tax assel 1s regarded as recoverable and therefore recagnised only when, on the basis
of all avaiable evidence, it can be regarded as more likely than not thal there will be suttable 1axable
profits from which the fulure reversai of the underiying temporary differences can be deducled

3. Operating income

2018 2017
uss uss

L ease rental revenue 9,040,256 9,040,256

9,040,256 9,040.256

ncome arises from the leasing of arcraft under operating leases All income 1s denived from agtivities
carried out 1n Australa

In connection with the aperating lease, future rminimum rentals recevable under this lease are as follows

2018 2017
uss uUss

9.040.256 9,040,256
36,161,024 36,161,024
13,560,384 22,600,640

Withun 1 year
More than 1 year but less than 5 years
Later than five years

Total 58,761,664 67,801,820
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GAL MSN 41027 LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

4.

General and administration expenses

Asset management fees
Other fees and expenses

Finance expense

Interest expense on loans
Amortisation of upfront fees
Swap expense

Profit on ordinary activities before tax

The profit is arrived at after charging:

Directors remuneratian {fees)

Directors remuneration (ather)
Depreciation

Auditors' remuneration - Audit

Auditors’ remuneration - Tax Advisary
Auditors' remuneration - Tax Comphance
Other non-audit services

2018 2017
uss uss
452,013 361 610
141,237 -
593,250 361,810
2018 2017
uss uss
4,804,052 4,345,098
174,422 202 407
187,318 807,282
5,165,792 5354787
2018 2017
uss uss
3.070,824 3,070,824
3,070,824 3,070,824

Maples Fiduciary Services (UK) Limted ("Maples™) prowides drwectors to the Company as part of its
service under the corporate service agreement The directors did not recewve any remuneration dunng the

year (2017 USHMNI)

Audilors' remuneration anses solely on fees incurred for the statutory audit and #t has been horne by

Company's consolidating parent and will not be recharged to the Company



GAL MSN 41027 LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

7.

Taxation

Current tax.

Income tax expense for the year an ordinary activities

Total current tax

Deferred tax

Ornigination and reversal of timing differences

Changes in tax rates

Adjustments to tax charge in respect of previous periods
Prior year over/under provision of deferred tax

Non deduchble expenses (P D)

Total deferred tax

Tax expense for the year

Factors affecting tax charge for the year

2018 2017
us$§ uss
242,422 378,085
{58,977 (44,132)
- (19.649)
86,895 -
317,861 -
588,201 314,304
588,201 314,304

The reconchiation of lax on profit on ordinary activities at the standard rate of UK corporatign tax to the

Company's actual tax charge 1s analysed as follows

Profit on ordinary activities before tax

Tax on profit an ordinary activities at standard UK corporation tax rate of

19% (2018 19 25%)
Effects of:

Adjustments to Yax charge in respect of previous penods
Prior year under provision of deferred lax

Expenses not deductible for tax purposes

Impac! of change n tax rates

Total tax charge for the year

20

2018 2017
uss uUss
1,275,909 769,531
242423 148,108

. (19.549)

86,804 .

317,851 229,977
(58.977) (44,132)
588,201 314,304




GAL MSN 41027 LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

7.

Taxation (continued)

Factors that may affect future tax charges

Reductions In the UK corparation tax rate ta 19% (effective from 1 Aprl 2017) and to 18% (effective 1
Apnl 2020) were enacted on 26 October 2015 Finance Bl 2016 further reduced the 18% rate to 17%
from 1 April 2020, following substantial enactment on 6 September 2016 Together this wili reduce the
company's future tax charges accardingly.

Deferred tax

Deferred tax represents the amount of tax recoverable in respect of tax losses avalabie in the current
year which are avalable for carry forward and an excess of captal aillowances cver accounting
deprecialion The reconcihation of deferred tax assets and habilibes for the year is as follows

2018 2017
uss Uss
Deferred tax assets
At beginning of the year 953,513 703,386
Movement dunng the year {110.688) 250,127
At end of the year 842,825 953,513
Deferred tax liabilities
At beginning of the year (1,565.191) (1,000,760)
Movement during the year (477,513) {564,431)
At end of the year (2,042,704} (1,565,191)
Net deferred tax liabilities (1,199,879) (611,678)
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GAL MSN 41027 LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 OCECEMBER 2018

8.

10.

Asrcraft
2018 2017
Uss$ us:
Cost:
At beginnung of the year 85,892,678 89,623,790
Addihons during the year - 268,788
Balance at end of the year §9.892,578 89,892,578
Accumulated depreciation:
At beginning of the year (6,820,228 (3,849,405)
Current year depreciation (3,670,824) (3,070,824}
Balance at end of the year (9,991.053) {6.920,229)
Net book value at end of the year 79,901,525 B2,97234%

At 31 December 2018, the Company owned two arcraft (2017 Two) The Company's obligations under
the loans payable are secured by charge over, among other things, the Company's awrcraft and other
assets Durning the year ended 31 December 2018, no impairment charge was recogmsed (2017 None)

Other receivables

2018 2017

Uss$ uss

Other receivables 10,389 10,388
Prepaid loan interest - Junior Loan 65,734 -

78,123 10,388

The other recevables in the table above are neither past due norimpaired Recevables from other group

entities are available on demand and do not bear interest

Cash and cash equivatents

2018
Uss

Cash at bank and in hand 5,261

2017
uss

5261
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GAL MSN 41027 LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

i

Loans payable

The balance of the Ipans as of 31 December 2018 1s US$77,125,919 (2017 1US$80,506,626), net of
unamortised transaction fees of US$650,010 (2017 US$H824,432) as outhned below Aurcraft lease
rentals are fixed and struclured to ensure that lease payments are sufficient to meet the debt funding
over the term of the lease. The matunty date of the loans 1s 17 January 2023 Cosis and fees incurred to
secure the loans payable are capialised and amorused over the term of the loans

Loan type:

Senior loan
Junior lean

Total Loans Payahle

Unamaoriised loan establishment fee

Net Loans Payable

Maturity analysis.

Within 1 year
Greater than 1 year

Total Loans Payable

23

2018 2017

uss$ US$
57,975,929 61,531,058
19,800,000  19,800,00C
77,775,929 81,331,058
(650.010)  (B24,432)
(650,010)  (B24,432)
77,125,919 80,506,626
2018 2017

uss uss
3,593,296 3,350,242
73,532,623 77,116,384
77,125,919 80,506,625




GAL MSN 41027 LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

11.

Loans payable (continued)

Key terms of debt facilities

The terms of outstanding debt faciilies were as follows (excluding capitalised loans fees)

At 31 December 2018

Floating rate loans

Serior Loans

Fixed rate lecans

Jumor Loans

At 31 December 2017

Floating rate loans

Semor Loans

Fixed rate loans
Junior Loans

The arrcraft 1s pledged as securnty to the Secunty Trustees, as outlined in the security assignment The
aircraft has aiso been pledged as collateral to the financing parties as cuthined in the proceeds and
intercreditor deeds The recourse of the Lenders and the other parties to the transaction documents is
limted to the assets secured by the Company in favour of the Securty Trustees and te any momnes
received by the Company pursuant to the transaction documents None of these parties has a right to

2018

Naminal Interest Rate (%) Uss
LIBOR + 2 15 57,975,829

11 00 19,800,000

77,775,928

2017

Nominal interest Rate (%) Uss
LIBOR + 215 61,531,058

t1 00 15,800,000

81,331,058

.

wind-up or take any other insolvency proceedings against the Company.

24
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GAL MSN 41027 LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

12.  Derwvative assets/(liabilitres)

The reconcihiation of denvative assets/(hahilites) for the year is as fallows.

2018 2017

Uss uss
Fair value at beginning of the year (741,146) (1,257,627)
Change in fair value of genvative financial instrument thraugh profit or loss 1,065,518 516,481
Fair value at end of the year 324,373 (741,148)

A porticn of the Company's borrowings are at floating inlerest rates To miugale its exposure lo floating
tnterest rates the Company has entered into interest rate swap agreements to swap floaung interest rate
payments for fixed The counterparty to the interest rate swap agreemenls 1s Investec Bank Pic
Dernvatives are classfied as Level 2 0 the far value hierarchy as the valuation s based on discounted

cash flows using market imphed Inputs

13.  Other Hiabtilities

2018 2017
uss uss
Loan interest payable 356,739 350649
Payable ta ather group entites 290,692 268,787
Other payatles 142,494 -
789,825 519,436
Amaunts payable to other group entibies are due on demand and do not bear interest
14. Ordinary share capitai
2018 2017
Uss$ uss
Authorised
1 QOrdinary share of £1 2 2
Allotted, called up and fuily paid
2 2

1 Ordinary share of £1 each

Ordinary shares carry one vote per share There are no additional nghts, preferences or restrictions
associated with these shares
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

15.

186.

17.

18.

19.

Employees

Maples was appomted as corporate administrator effective from 5 January 2017 The Company has
entered into a lease management agreement with Goshawk Management (reland) Ltd ("GMIL") to
provide leasing and asset management services as per the service agreement however, the Company did
not directly employ any persons dunng the year During the year, Maples receved fees of US$11,790
(2017 US$10,171) for the proviston of administration services to the Company. The fees were paid by
GAL

Capital commitments

At 31 December 2018 there are no outstanding capital commitments (2017 None)

Related party transactions

GMIL acts as leasing and asset manager of the Company The fees charged by GMIL for year ended 31
December 2018 was US$452,013 (2017 US$361,610) The balance payable at 31 December 2018 1s
US$90,403 (2017 USSNIT

As at 31 December 2018, the Directors of the Company were employees or were affiliates of Maples. The
Directors may he deemead to have an interest in the fees paid to Maples in their capacily as employees of
Maples Maples provides corporate administration services to the Company at commercial rates. The
Directors fees for the year are USS$ Nit (2017 USSNiI).

Junior finaneing of US519,800,000 was provided by GAL Duteh Finance B V oninception Total interest
charged for the year In respect of the junior financing was US$2,208,250 (2017- US$2,208,250) of which
US$65.734 (2017 accrued and payable of US$43,046) was prepaid and receivable as of year end The
total balance payable i respect of the jumar loan provided at 31 December 2018 1s US$19,800.000

(2017 US$19,800,000)

Tihe balance payable to GAL as at 31 December 2018 was US5290,682 (2017 US$268,767)

Events after the end of the Reporting Date

There are no significant events affecting the Company after the end of the reporing year that requires
disclosure in the financial statements

Parent undertaking

The Company's immediate parent undertaking and controlling party 1s GAL Holdco No 2 Limited, a UK
registered company whose registered office 1s at 11th Floor, 200 Aldersgate Street, Londan, Untted
Kingdom, EC1A 4HD. The entire share captal of GAL Holdco No 2 Limited s held by Maples Fiduciary
Services (UK} Limited, holding ane ordinary share. The enbre share capital was transferred from Intertrust
Trustees (UK) Limited on 5 January 2017 This share 1s held in trust for chantable purposes under a

declaration of trust

GAL Holdco No 2 Limited 1s part of the GAL group, ulimate controling parly The consolidated financial
statements of GAL are appended to these financial statements which are avadable from Companes

House, UK

NWS Holdings Limited and Chow Tar Fook Enterprises Limited are the ulimate cantraling parties of the
GAL group
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

20. Approval of financial statements

The board of Directors approved these financial statements for issue on 28 June 2019
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Goshawk Avlation Limited

Directors’ report

The Directors present their annual report, together with the audited consolidated financial statements
of Goshawk Aviation Limited (the "Company”) and its subsidiaries (together, the “Group"), for the year
snded 31 December 2018. The Group comprises Goshawk Aviation Limited and its subsidiaries.

The annual report includes the Directors’ report and the consolidated financial statemants, which
include a consolidated statement of profit or loss and other comprehensive income, consolidated
statement of financial position, consolidated statement of cash flows, consolidated statement of
changes in equity and notes to the consolidated financial statements for the Group as at 31 December
2018 and for the year then ended.

Principal activities

The principal activities of the Group are investments In commercial aircraft and altcraft leasing. The
Diractors expect these activitles to continue in the foreseeable future. The Group purchased 70 aircraft
(aircraft purchased as part of business combination: 49) and disposed of six aircraft during the year
(2017: 27 and four respectively).
~ The total number of aircraft at 31 December 2018 was 163 (2017: 99). There were no aircraft held for
" gale at 31 December 2018 {2017: one).
The Group had invested share capital and equity contributions totalling US$1,975.8m and has a
portfolio of 163 aircraft on lease to 62 airline groups around the world.

Directors

Tha following persons were Directors of the Company during the financial year and until the date of
this report:

Date ointed Date Resigned
Tsang On Yip Patrick 6 January 2014 -
Cheng Chi Ming Brian 2 February 2015 -
Cheng Chi Him 21 March 2018 -
Gilbert Chi Hang Ho 30 April 2018 -
Kun Zhang § January 2014 21 March 2018
Rufin Mak Bing Leung 29 Septembar 2017 30 April 2018

Group Advisor

The Group Advisor is Goshawk Management (freland) Limited and its subsidiary companies (together
“GMIL"). The Group Advisor has overall responsibliity for the asset management of the afrcraft porifolio.

Principal risks and uncertainties

The Group Is exposed to various risks, which could adversely affect the iinancial performance, position
and/or growth potential of the Group, These include general economic conditions, exposure to the
commercial airline industry, debt market volatility, leverage risk and financial risks, Please see further
details in note 22 in the consolidated financial statements.

Going concern

The Directors, having made such enquiries as they considered appropriate, have prepared the
consolidated financlal statements on a going concern basis.



Goshawk Aviation Limited

Directors’ report (continued)

Results and dividends

The results for the year ended 31 Dacember 2018 are sef out in the consolidated statement of profit or
loss and other comprehensive income on page 7 and in the consolidated statement of changes in equity

on page 10.

The profit before income tax for the year amounted to US$124.2m (2017: US$113.2m). Total equity at
31 December 2018 amounted to US$2,026.5m (2017: US$1,236.4m).

During the year ended 31 Dacember 2018, there was a strong growth In income driven by aircraft
deliveries and the acquisition of Sky Aviation Leasing International Limited {("SALI").

On 13 September 2018, the Group acquired 100% of the share capital of SALI. Details of the acquisition
ara disclosed in note 25 in the consclidated financial statements.

Total cash at 31 December 2018 was US$362.2m (2017: US$173.2m). Total assets al 31 December
2018 was US$8,051.2m (2017: US$4,634.7m), and total liabilities was US$6,024.7m (2017:
US3$3,398.3m)

Included in equily movements for the year are dividend distribulions to preference sharsholders of
US$110,800,000 (2017: US$93,130,000) paid during the year.

Events after the end of the reporting date

Detalls of Important events affecting the Group and the Company which have taken place since the end
of the reporting period are disclosed in note 28 in the consolidated financial statements.

Auditor

KPMG Chartered Accountanis have been appointed as auditor and expressed their willingness to
continue in office.

Approved by the board and authorised for iassue on 8 May 2019.

(
-
L ﬂ
Director 0170/
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Independent Auditor's Report to the Shareholders on the
Consolidated Financial Statements of Goshawk Aviation Limited

1. Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of Goshawk Aviation Limited (“the
Company”) and its subsidiaries (together the “Group”) which comprise the consolidated
statement of financial position as at 31 December 2018, the consolidated statements of profit
or loss and other comprehensive income, changes in equity and cash flows for the year then
ended, and notes, comprising significant accounting policies and other explanatory information
as set out on pages 11 to 51.

In our opinion, the accompanying consolidated financial statements give a true and fair view of
the consolidated financial position of the Group as at 31 December 2018, and of its consolidated
financial performance and its consolidated cash flows for the year then ended in accordance
with international Financial Reporting Standards ("IFRS").

-

Basis for Opinion
We conducted our audit in accordance with International Standards on Auditing ("ISAs”). Qur
responsibilities under those standards are further described in the Auditor's Responsibilities for
the Audit of the Consofidated Financial Statements sectlion of our report. We are independent

. of the Group in accordance with the ethical requirements that are relevant to our audit of the
consolidated financial statements together with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants ("IESBA Code’), and we have fulfilled
our other ethical responsibilities in accordance with these requirements.

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

Other Information

The Directors are responsible for the other information. The other information comprises the
information included in the Directors' report, but does not include the consolidated financial
statements and our auditors’ report thereon.

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

In connection with our audit of the consolidated financial statements, our responsibility is to
read the other information and, in doing so, consider whether the other information is
materially inconsistent with the consolidated financial statements or our knowledge obtained
in the audit, or otherwise appears to be materially misstated. If, based on the work we have
performed, we conclude that there is a material misstatement of this other information, we are

required to report that fact.
We have nothing to report in this regard.

4

KPMG, gn ¥ish partnership and a member fim of the KPMG natwork
of indepandeni memba firms affilisted with KPMG tntarnations!
Cooparative ("KPMG International™), 8 Swiss entity



kbl

independent Auditor’s Report to the Sharehoiders on the
Consolidated Financial Statements of Goshawk Aviation Limited
(continued)

2. Respective responsibllities and restrictions on use

Responsibifities of Directors and Those Charged with Governance for the Consolidated
Financial Statements

The Directors are responsibie for the preparation and fair presentation of the consolidated
financial statements in accordance with IFRS and for such internal control as the Directors
determine is necessary to enable the preparation of consofidated financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the Directors are respensible for assessing
the Group’s ability te continue as a going concern, disclosing, as applicable, matlers related 1o
going concern and using the going concern basis of accounting unless management either
intends to liquidate the Group's or o cease gperations, or has no realistic alternative but to do
s0.

The Directors are responsible for overseeing the Group's financial reporting process.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

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

Further details relating to our work as auditor is set out in the Scope of Responsibilities
Statement contained in the appendix to this report, which is to be read as an integral part of our
report.

Our report is made solely to the Company's shareholders, as a body, in accordance with the
terms of our engagement. Our audit work has been undertaken so that we might state to the
Company’'s shareholders 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’s shareholders, as a body, for our audit work,
for this report, or for the opinions we have formed.

y. faad ;

KPMG

1 Harbourmaster Place
IFSC

Publin 1

ireland 8 May 2019
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Appendix to the Independent Auditor's Report

Further information regarding the scope of our responsibilities as auditor

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We aiso:

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

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

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

Conclude on the appropriateness of management's use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Group’s ability
1o continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor's report to the related disclosures in the
consolidated financial statements or, if such disclosures are inadequate, to modify our
opinion. Qur conclusions are based on the audit evidence obtained up to the date of our
auditor's report, However, future events or conditions may cause the Group’s to cease to
continue as a going concern.

Evaluate the overall presentation, structure and content of the consolidated financial
statements, including the disclosures, and whether the consolidated financial statements
represent the underlying transactions and events in a manner that achieves fair

presentation.

Obtain sufficient appropriate audit evidence regarding the financial information of the
entities or business activities within the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction, supervision and performance
of the group audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among cther matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

kkib



Goshawk Aviation Limited

Congolidated statement of profit or loss and other comprehensive income

for the year anded 31 December 2018

Income

Lease revenue

Other income

Gain on disposal of aircraft and related assets

Total income

Expenses

Depreciation, amortisation and impairment
Loss on transfer to held for sale

Asset management and advisory fees
Other fees and expanses

Total expensos

Rasults from operating activities

Finance income

Finance expense

Net gain on fair value through profit or ioss (FVTPL)
financial Instruments

Net finance cost

Profit before income tax
Income tax expense
Profit for the year

Other comprehansive income/{loss).

Itema that may be reclassified to profit or loss
Cash flow hedges - effective portion of changes in
falr value net of tax

Cash flow hedges - reclassifiad to profit or loss

Total other comprehensive income/(loss), net of tax

Total comprehenslive income for the year

Notes

4
§
8

©~ER

20

Year ended Year ended
31 December 2018 31 December 2017
Us$ Uss
528,708,115 357,490,448
966,095 7,530,095
19,574,083 22 822 474
549,249,293 387,643,017
212,811,878) {140,550,011)
- {2,083,480)
(33.992,767) (22,324,635)
(19,077,760) (8,876,007)
{265,882,503) (173,834,133)
233,366,790 213,808,884
418,499 339,945
{165,197,652) (101,713,147)
5,596,875 766,534
{159,182,278) {100,606,688)
124,184,512 113,202,216
(4,724,472) (5,128,984)
149,460,040 108,073,262

(29.065,112) 86,080
(1,208,803) 1,821,631
{30,273,915) 2,007,711
89,186,125 110,080,963

Income relates to continuing operations, All profits and fotal comprehensive income for the year and
the preceding financial year are stiributable to the owners of the Company. The accompanying notes
on pages 11 to 51 form an integral part of thesa consoliidated financial statements.



Goshawk Aviation Limited

Consolidated statement of financlal position
as at 31 December 2018

2018 2017

Notes uss us$
Assets
Non-current assets
Aircraft and related asssls 12 7.361,530,017 4,346,418,899
Goodwill 25 202,928,553 -
Lease incentive asset 13 8,266,788 664,967
Derivative financial instruments 20 25,215,247 17,859,533
Aircraft purchase deposits 15 37,768,941 -
Other receivables 11 3,454 538 3,500,000
Total non-current assats 7,639,164,052 4,368,443,399
Current assets
Cash and cash equivalents 10 162,851,868 133,767,706
Restricted cash 10 169,303,188 39,395,567
Assats classified as held for sale 14 - 15,859,508
Aircraft purchase deposits 15 - 58,717,960
Other receivables 11 49,894,544 18,547,826
Total current assets 412,049,580 266,289,057
Total assets p 8,051,213,662 4,834,732,456
Equity .
Share capital and equity 21 1,975,772,613 1,164,252,0908
Retained aarnings 21 75,801,913 66,941,873
Hedging reserve 21 (25,054.024) 5,219 891
Total equity 2,026,520,502 1,236,414,762
Liabllitles
Non-current l[ablilties
Loans and horrowings 17 5,250,504 452 2,909,527.851
Maintenance reserves 18 319,086,428 158,149,516
Security deposits 19 67,207,636 41,141,662
Other payables 1B 35,030,607 -
Derivative financial instruments 20 44,754,480 3,766,088
Defered tax liabilities 8 31,178,104 11,124,904
Tota) non-current Habllitles 6,747,851,707 3,123,700,011
Current llabilities
Lease rentals received in advance 47,575,156 27,288,065
{oans and borrowings 17 144,600,074 182,324,414
Maintenance reserves 18 40,323,484 16,702,650
Security deposits ig 807,030 1,550,000
Other payables 16 43,435,709 46,752 654
Total current liabilities 276,844,453 274,617,683
Total liabilitiea 6,024,693,160 3,398,317,694
Total equity and liabliities 8!051 !213.662 4.63ﬁl2'456

The accompanying notes on pages 13 tc 51 form an integral part of these consolidated financial

statements.



Goshawk Aviation Limited

Consolidated statement of cash flows
for the year anded 31 December 2018

Notes

Cash flows from / (used in) operating activities
Lease revanue recsived

Finance and other income received

Finance expense paid

Increase/{Decreass) in other receivables

Other expanses paid

Net cash flows from cperating activities

Cash flows from / (used in) investing activities
(Increass)/Decrease in restricted cash 10
Purchases of afrcraft

Increase in loan receivable

Predelivery payments on sircraft

Proceeds from disposal of alrcraft and relatad assets
Acquisition of subsidiary — net of cash acquired 25
Net cash flows used in investing activities

Cash flows from / (used In) financing activities
Proceeds from equity contributions 21
Repayment of capital

Lesses contributions to sacurity and maintenance

deposits

Proceads from borrowings

Receipt / (Payment) of aircraft purchase deposits

Upfront berrowing fees paid

Net cash receipt/(settlement) of derivatives

Security deposits repaid

Repayments of borrowings

Dividend distributions paid to the preference

shareholders 21

Net cash flows from financing activities

Net movement in cash and cash equivalents
Cash and cash equivalents at the beginning of the
year

Foreign currency translation adjustment

Cash and cash equivalents at the end aof the year 10

Yeoar andad Year ended
31 December 2018 31 December 2017
Uss uss
34,141,083 368,137,960
2,648,960 1,143,159
(150,505,846) {79,083,248)
15,806,531 (1,086,056)
(63,519,262) {42,802,181)
338,371,475 246,309,633
(129,907,601) 3,121,297
(1,165,546,566) (1,706,775,607)
(9,357.862) (3,500,000}
(37,014,720 -
495,643,472 269,834,489
{1,779,231,022) -
{2,625,414,299} {1,437,319,821)
858,739,615 258 937,174 .
(47,220,000) (13,465,000)
79,624,397 80,300,665
2,082,222,649 1.737,963,048
- (58,717,880)
(15,070,380) (17,693,590)
5,250,353 (4,996,719)
(5,689,985} -
{500,927,957) (605,086,480)
(110,600,000} (93,130,000}
2,248,328,692 1,264,111,138
59,285,868 73,100,950
60,538,052
133,767,708
(201,708} 128,704
182,851,868 133,767,706

The accompanying notes on pages 11 to 51 form an integral part of these consolidated financial

statements.



Goshawk Aviation Limited

Consolldated statement of changes in equity
for the year ended 31 December 2018

Balance at 31
December 2016

Total comprehensive
incoms for the year
onded 31 December
2017

Profit for the year

Cther comprehensive
income for the year
Transactions with
shareholders,
recorded directly in
equity

Equity contributions
Repayment of capital
Dividend distribution to
preference
shareholders
Balance at 31
December 2017

Total comprehensive
income for the year
ended 31 December
2013

Profit for the year
Other comprehensive
income for the year
Transactions with
shareholders,
recorded directly in
equity

Equily contributions
Repayment of capital

Dividend distribution to
preference
shareholders

Balance at 31
December 2018

Share Equity Retained Hedging
capital contributions sarnings resarve  1Otal equlty
uss uss uss uss Uss
362,026,264 556,754,860 51,998,621 3,212,180 973,991,625
- - 108,073,252 - 108,073,252
- - - 2.007.711 2,007,711
- 258,937,174 - - 258,037,174
- (13,465,000} - - {13,465,000)
. - (93,130,000) ~ {93, 130,000)
362,026,264 802,226,734 66,941,873 5,219,891 1,236,414,762
. - 119,460,040 - 119,480,040
. . . (30273915)  (30,273.915)
- 858,739,615 - - 868,738,615
- (47,220,000} - - (47,220,000)
] - {110,600,000) - (110,600,000)
362,026,264 1,613,746,349 75,801,813 (25,054,024} 2,026,520,502

The accompanying hotas on pages 11 1o 51 form an integral pan of these consolidated financial

statements.

10



Goshawk Aviation Limited

Notes to the consolidated financial statements
for the year ended 31 December 2018

1.

2(a)

2(b)

General information

Goshawk Aviation Limited is a limited Hability company incorporated on 9 October 2013 in the
Cayman Islands (registered no. 281738), whose registered office is at PO Box 309, Ugland
House, Grand Cayman KY1-1104, Cayman Islands. The Company s the parent entity of the
Goshawk Aviation Group, which comprises a group of entities which collectively make up the
*Group”. The consolidated financial statements have been prepared for the year ended and as
at 31 December 2018,

The principal activities of the Group are investments in commercial aircraft and aircraft leasing.
Significant accounting policies
Statemont of compliance

The consolidatad financial statements hava been prepared in accordance with International
Financial Reporting Standards ('IFRS") as issued by the International Accounting Standards
Board ("lASB").

IFRS applied by the Group in the preparation of these consclidated financlal statlements are
those that were effeclive at 31 December 2018.

Basls of preparation

The consolidated financial statements have been prepared on the historical cost basis except
for certain financial instrumants that are measured at revalued amounts or falr valuas at the
end of each reporting period as explained in the policies below.

Historical cost is generally based on the fair value of the consideration given in exchange for
goods and services.

Fair value is the price that would be received to sell an asset or paid to Iransfer a liability in an
orderly transaction between market participants at the measurement date, regardiess of
whaether that is price directly observable or estimated using another valuation tachnique. Where
applicable, further information about the assumptions made in determining fair values is
disclosed in the notes specific to that asset or lability.

The principal accounting policies applied in the preparation of these consclidated financial
statements are sel out below. These policies have been consistently applied during the period
presented unless otherwise stated.

The consolidated financial statements are presented in United States Dollars ("US$"), which is
also the Company and its subsidiaries funcfional currency.

New Stendards and Interpretations adopted during the year.

Except for the changes summarised below, the Group has consistently applled the accounting
policies o all periods presented in these financial statements. New and revised standards
issued by the IASB applicable 1o the current financial year are:

s Annual improvements to IFRSs 2010-2012 cycle and 2011-2013 cycle
The IASB's annual improvements project provides a process for making amendments to
IFRSs that are considered non-urgent but necessary. The amendments clarify guldance
and warding, or correct for inconsistencies, conflicts or oversights in existing IFRSs. None
of the amendments effective 1 January 2018 materially impact the consolidated financial
statements of the Group.

1



Goshawk Aviation Limited

Notes to the consolidated financlai statements
for the yoar ended 31 December 2018

2(b} Basls of preparation {continued)
Fin men

IFRS 9 Financial instruments ("[FRS 9°) was issued in July 2014 and replaces IAS 39 Financial
[nstruments: Recognition and Measurement ("IAS 39%), The Group adopled IFRS 9 for the
financial reporting perlod commencing 1 January 2018.

Under IFRS 9 the classification of financial assets is based both oh the business madel within
which the asset is held and the contractual cash flow characteristics of the asset. There are
three pringipal classification categories for financlal asseis that are debt instruments: (i)
amortissd cost, (i) fair value through cther comprehensive income (“FVTOCI™) and (iii} fair
value through profit or loss ("FVTPL"). Based on the Group's assassment, there was no meaterial
impact on the classification and measurement of the following financial assets held by the
Group: other receivables including value added tax refund, trade receivables and prepayments.

The Group performed a review of the contractual cash flows of these financial assets and the
business model within which they are held. Following this review, ioan receivables, with a
carrying value of US$3.5m were classifisd as FVTPL as the cash flows were not considered
solely payments of principal and interest. There was no impact on opening reserves as the
carrying value at the date of transition was an approximation for the fair value. Separately the
Group concluded that all remaining financial assets, excluding derivatives, are comprised solely
of paymenis and Interes! and are held in a business model to collect the contractual cash
flows.

The impairment model under IFRS 9 reflects expecled credit losses, as opposed to only
incurred credit Yosses under IAS 39, Under the impairment approach in (FRS 9, it is not
necessary for a credit event to have occurred before credit logses are recognised. Instead, an
enfity always accounts for expecled credit fosses and changes in those expected credit losses,
The amount of expacted credit fosses should be updated at each reporting date. The new
impairment model applies to the Group's financial assets that are debt instruments measured
at amortised cost or FYTOCI as well as the Group's finance lease receivables, contract assets
and issued financial guarantee contracts.

The Group applied the simplified approach to recognise lifelime expected credit losses for its
frade receivables, finance lease receivables and contracis asssis as required or permitted by
IFRS 9.

On initlal application of IFRS 8, the Group has chosen, as its accounting policy, to continue to
apply the hedge accounting requirements of IAS 36 instead of the hedge accounting
requirements of IFRS 9, At present we do not anticipate a material impact on the consolidatad
financial statements at transition as a result of adopting the IFRS 9 hedge accounting
requirements.

FRS 15 S Wi \( It

JFRS 15 replaces existing guidance and introduces a new maodel for revenue recognition based
on the transfer of control. This may affect the timing and amount of revenue that entities will
recogniss under IFRS 15 compared to current practice.

The Group have considered the impact of IFRS 15 for the recognition of revenue from a contract
with a customer on the Group's consolidated financlal statements. The impact on the Group's
consofidated financial statements arising from the change in the recognition and
remeasurement of revenue is not significant as the Group recognises revenue from its leases
accordingly, under IAS 17 ‘Leases’.

12



Goshawk Aviation Limited

Notes to the consolidated financiaf statements
for the year ended 31 December 2018

2(b)

2 (cj

2(d)

2 (e}

Basis of preparation {confinued)

New standards and interpretations not yet adopled

The foliowing new standards, approved by the IASB will be refevant to the Group, but were not
effective at 31 December 2018, and have not been applied in preparing these consolidated
financlal statements,

IFRS 186 Leases

IFRIC 23 Uncertainty over Tax Treatments

Amendments to IFRS 9 Prepayment Features with Negative Compensation

Annual improvements to IFRS Standards 2015-2017 Cycle — various standards
Amendments o References to Conceptual Framawork in IFRS Standards (eflective
from 1 January 2020}

These are all effactive for annual periods beginning on or after 1 January 2019 (uniess
otherwise noted). The Group has taken the decision not to adopt these standards early. The
extent of the impact for fulure accounting perfod is still under review by the Group.

Basis of consoiidation

The Group contrais an entity when it is exposed to, or has rights to, variable returns from its
involvement wilh the entity and has the ability to affect those returns through its power over the
entity. The resuits of the entity are included in the consofidated financial stataments from the
date on which controi commences until the date on which control ceases.

All intragroup transactions, balances, income and expenses are eliminated on consolidation,

Foreign currency

The consolidated financial statements are presented in US$ and accordingly foreign currency
fransactions are franslated at the spot rate of exchange on the day the transaction occurs.

Monetary assets and l[abilities denominated in currencies other than US$ are translated info
US$ at exchange rates prevailing at the end of the reporting period. Non-monetary asseis are
stated at cost based on the exchange rate pravailing at the date of acquisition of the asset. All
exchange differences are included in the consolidated statement of profit or loss and other
comprehensive income.

Revenus recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to
the Group and the revenue can be reliably measured. The following specific recognition criteria
must also be met before revenue is recognised:

Lease rental revenue

Lease rental revenue is recognised on a straight-line basis over the lease term. Leass rental
revenue received in advance is recognised as a lability until such time that the Group is entitled
1o the leass rental revenue. For past-due rentals on all leases, an impairment provision may be
established on the basis of management's assessment of collectability and to the extent that
such past-due rentals excead related security held. The Group will naither recognise revenue
nor record a receivable from a customer when collectability is not reasonably assured.
tManagement may determine whaether a customer should be placed on a non-accrual status
based on a humber of credit considerations. Impairment charges are expenses through the
consolidated statement of profit or loss and other comprehensive income and included in lease

revenue,

13



Goshawk Aviation Limited

Notes to the consolidated financial statements
for the year ended 31 December 2018

2(e)

2

2(g)

2(h)

2(i)

Revenue recognition {continuei)

Finance income

Finance income accrues using the effactive interest methed, This is a method of calculating the
amortisad cost of & financial asset and allocating the interast income over tha relevant peried
using the effective interest rate, which is the rate that exactly discounts estimated future cash
receipts through the expacted life of the financial asset fo the net carrying amount of the
financial asset or liability.

Finance axpanse

Finance expense comprises interest expense on borrowings, financing fee amortisation and
interest rate swap settlements. All borrowing costs are recognised in profit or loss using the
effective interest rate mathod,

Provisions

A provision {3 recognised if, as a resuit of a past event, the Group has a present legal or
constructive obligation that can be estimated reliably, and it is probable that an oulflow of
economic benefits will be required to settle the cbhgation. Provisions aere measured at the
present value of the amount expected to be required to settle the obligation using a rate that
reflects currant marke! assessments of the time value of money and tha risks specific io the
obligatian,

Cash and restricted cash

Cash and cash equivalents comprise deposits and short term, highly liquid investments that are
readily convertible to known amounts of cash.

Under certain of the Group's debt arrangements, payments received from lessees may be
subject to withdrawal restrictions.

Financial Instruments

Initial recognition of financial instruments

The classification of financial instruments gt initial recognition depends on the purpose for which
the financial Instruments were acquired and their characleristics. All financial Instruments are
measured initially at their fair value plus, in the case of financial assets and financlal llabilities
not at fair value through profit or loss, any diractly attributable incremental costs of acquisition

on Issue,

Derivative financlal instrurments and hedging

Neon-hedging derivative instruments

Centain derivative transactions, while providing effective economic hedges to the Group's risk
management positlons, do not qualify for hedge accounting under the speciiic rules in IFRS
and are tharefore treated as derivatives held for trading with fair value gains and losses reporied
in profit or loss.

Hadging derivative instruments
The Group also uses derivalive instruments as part of its asset and fability management
activities to manage specific exposures to inlerest rate risks and foreign currency risks.

On the date a derivative contract is entered into, the Group may designate it as either a hedge
of the fair value of & recagnised asset or lability (fair value hedge), or a hedge of a future cash
flow attributable to a recognised asset or liability, a forecasted transaction or a firm commitment
(cash flow hedge). Hedge accounting may be used for derivatives designated in this way,
provided certain criteria are mel.

14



Goshawk Aviation Limited

Notes to the consolidated financial statements
for the year ended 31 December 2018

2(i)

Financlal instruments (continued)

The criteria for a derivative instrument to be accounted for as a hedge include:

* Formal documeniation of the hedging instrument, hedged item, hedging objective, strategy
and refationship bafore hedge accounting is applied;

» The hedge documentation shows that it is expacted to be highly effecfive (within a range of
80% to 126%) in offsetting changes In fair value or cash flows attributable to the hedged
risk in the hedged item throughout the reporting peried; and

» Ths hedge is effective at inception and on an ongoing basis.

Cash flow hedges

Changes in the fair value of derivatives that are designated and qualify as cash flow hedges
and that prove to be highly effective in relation to the hedged risk are recognised in other
comprehensive income and in the ¢cash flow hedge reserve within equity. The ineffective portion
of the changes in the fair value of the derivativas is recognised immediately in profit or loss,

If a cash flow hedge no longer meats the criteria for hedge accounting or the hedging derivative
expires or |s sold, terminated or exercised, then the hedgs accounting is discontinued, and the
amount reccgnised in other comprehensive income remains in the hedging reserve until the
forecast transaction affects profit or loss. If the forecast fransaction is no longer expecled to
occur, then hedge accounting is discontinued and the balance in other comprehensive income
is reclassified to profit or loss.

Borrawings

Borrowings are financial ffabilities that are recognised inltially at fair value plus any directly
attributable transaction costs. Subsequent to initial recognition borrowing financial instruments
are-stated at amorlised cost. All borrowing costs are taken to tha consolidaled statement of
profit or loss and other comprehensive income based on the effective interest rate method.

Financlal Assets

Under |AS 39, the Group's financial asset categories were either “loans and receivables' or
‘financial assets at fair value through the profit or loss’ or ‘available for sale assets'. Loans and
receivables comprised ‘other receivables', ‘aircraft purchase deposits’, ‘restricted cash’ and
‘cash and cash equivalents' In the consolidated statement of financial position.

Under IFRS 8, applicable from 1 January 2018, the Group classifies financlal assets based on
the contractual cash characteristics of the asset and the business model in which the asaet Is
held. Assets are classified as amortised cost, FVTOC! or FVTPL. Assets are measured at
amortised cost if they are held within a business model whose abjective is to hold the asset to
collect contractual cash flows, and the contractual terms of the asset give rise to cash flows that
are solaly payments of principal and interest ("SPP!"). Assets are measured at FVTOCI if they
are held within a business model whose objedlive is achieved by both collecting contractual
cash flows and selling financial assets and the contractual terms of the asset give rise 10 assets
that are SPPI. All other financlal assets are measured at FYTPL. Assets measured at amorfised
cost comprise certain other receivables, restricted cash and cash and cash equivalents. Certain
other recelvables are measured at FVTPL.

Impairment of financial assefs

IFRS 9 replaces the ‘incurred loss’ model under IAS 39 with a forward-locking 'expected credit
lossas’ (“ECL"} model. Assessing how changes in economic factors affect ECL requires
considerable judgement. ECL are determined on a probability weighted basis.

In the event of an impairment the Group will recognisa loss allowances for ECL3 on the following

instruments that are not measured at FVTPL:
» Financial assets that are debt instruments carried at amortised cost or FVTOCI and,

» Lease recaivable in the scope of IAS 17,
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Goshawk Aviation Limited

Notes to the consolidated financial statements
for the year ended 31 December 2018

2q)

2@

Financial instruments (continued}

Deracognition .

A financial asset (or, when applicable a part of a financial asset or part of a group of similar

financial assets) is derecognised where:

+ The rights {0 receive cash flows from the asset have explred; ar

» The Group has transferred its rights to receive cash flows from the asset or has assumed
an cobligafion fo pay the received cash flows In full without materiafl defay to a third party
under a "pass-through” arrangement; and

+ Either {a) the Group has transferred substantially all the risks and rewards of the esset, or
(b) the Group has neither transferred nor retained substantially all the risks and rewards of
the asset but has transferred control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered
into & pass-through arrangement, and has neither transfarred nor retained substantially all the
risks and rewards of the asset nor transferred control of the asset, the asset is recognised to
the extent of the Group's continuing involvement In the asset.

Loans and receivablas are non-gerivative financial assets with fixed or determinable payments
that are not quoted in an active market. After initial measuremaent, such financial assets are
subsequently measured at amortised cost using the effective interest rate mathod, less
impairtment.

Financial lfabifitias

The Group’s financial fiablily categories are either ‘other financial liabiiities” or ‘financial
liabilities at fair value through the profit or joss’. Other financial liabilities include ‘maintenance
reserves’, 'security deposits’, ‘loans and borrowings' and ‘other payables’ in the consolidated
statement of financial postion. A financial liability is derecognised when the obligation under
the kability is discharged, cancelled or expires. Where an existing financfal fiability (s repfaced
by ancther from the same lender on substantially different terms, or the terms of an existing
liability are substantially modified, such an exchange or modification is trested as a
datecognition of the ariginal liabilty and the recognition of a new liability, and the difference in
the respective carrying amounts is recognised in profit or loss. When a financial liability is
extinguighed for an amount that differs from the carrying value of the liability, the difference is
recognised in the consolidated statement of profit or loss.

Leages

The Group leases aircraft to airline operators. The determination of whether an arrangement is
or contains a lease Is based on the subslance of the arrangement and requires an assessment
of whether the fulfilment of the arrangement is depsndent on the use of a specific asset or
assets and the arrangement conveys a right to use the assat.

Leases in which the Group retains substantiafly all the risks and benefits of ownership of the
leased asset are classified as operating leases. Initial direct costs incurred in negotiating and
exgcuting an operating lease are added to the camying amount of the leased asset and
recognised as an expense over the leage term on the same basis as lease rental revenue.
Leases in which the risks and benefits of ownership fransfer fo thae lessee are classified as
finance leases,
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Goshawk Aviation Limited

Notes to the consolidated financial statements
for the year ended 31 December 2018

2K

Aircraft and refated assefs

Cost

Aircraft and related assets are |niliaily recorded at cost inciuding direcily attributable transaction
costs on acquisition, Aircraft are subsequently measured at cost less accumulated depreciation
and any impairment losses,

During the year ended 31 December 2018, the Group recognised maintenance rights assets
and lease premium assets in relation to the acquisition of aircraft that were purchased on lease.
Maintenance rights assets and [ease premium assets have been disciosed separately in the
notes fo the consolidaled financial statements. Further details disclosed in note 12.

Maintenance nghts asset

Maintenance rights asset reprasents the value in the difference between the contractual right
under the acquired in-place leases to raceive the aircraft in a specified maintenance condition
at the end of tha {sase and the actual physical condition of the aircraft at the date of acquisition.

A maintenance right asset represents the fair value of our contractual right under a leass fo
receive an alrcrafl in an improved maintenance condition as compared to the maintenance
condition on the acquisition date. A maintenance right liability represents our obligation to pay
the lassee for the difference between the lease end contractual maintenance condition of the
aircrafl and the actual maintenance condition of the aircraft on the acquisition date. The Group
has not recognised any maintenance right llabllities in the current year.

Lease premium

At the time of an sircraft acquisition, the Group evaluates whether the lease acquired with the
aircraft s at fair market value. A lease premium Is recognised when it is delermined that the
acquired lease terms ares above markst value; lease discounts are recopnrised when if is
detarmined that the acquired lease terms are below fair market value. Lease premlums and
discounts are capitalised as a portion of the aircraft and related assets value and are amoriised
as lease revenue (for sale and lease back acquisitions) or depreciation, amorlisstion and
impairment (for portfolio acquisitions) on a straight-line basis over the lease term,

Qepreclation/amortisation
Alrcraft

The Group depreciates leased aircraft and related assets on a straight-line basis to a residual
value at the end of the useful economic life.

The useful economic life and residual value of aircraft and related assets are generally
estimated as being 25 years from date of manufacture and 15% of cost, respectively. Whare
more relevant information indicates a different pattern in which the benefits associated with an
alrcraft are consumed, management adjust the residual value and useful economic life
estimates for those spaecific aircraft.

Residual value and useful economic kfe estimates of aircraft and related assets are reviewed
at a minimum at each annual reporting date considering management’s experience and
knowledgs of the industry, the Group's strategy (that relating to the acquisition, disposition and
ieasing of aircraft) as well as external market factors. Changes are accounted for as a charge
in accounting estimate.

Maintanance rights asset

Ths commencement of amortisation of maintenance rights asset is triggered by mainienance
events. Following a maintenance event, the portion of the cost of the event that relates to the
maintenance righis asset s capifalised to aircraft asset and is then depreciated on a straight-
Ine basis over the remaining useful economic life of the aircraft. On termination of a lease, any
remaining maintenance rights assets are offsel against any remaining maintenance reserves
cash balances. Excess maintenance resarves are then released to the profit or loss, recognised
as pther income.
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2(k)

2()

2 (m)

2 (n)

Aircraft and related assets (continued)

Lease premium
Lease premium assets are amorised on a straight-line basis over the remaining term of the
related lease.

The assets’ rasidual values, useful lives, and depreciation/amortisation methods are reviewed
and adjusted if sppropriate as at each financial year end.

Disposal of aircraft

Galns and loeses on disposal are determined by comparing proceeds with the camrying amount.
These are included in the consolidaled statement of profit or loss and other comprehensive
income.

Deracognition
Aircraft and related assets are derecagnised upon disposal or when no further future
economic benefits are axpected fram their use or disposal,

Impairment

At each reporting date, the carrying values of aircraft and related assets are assessed for
indications of Impairment. If any indicator of impairment exists, an estimate of the asset's
recoverable amount is calculated.

An impairment loss Is recognised for the amount by which the assets carrying amount exceeds
its recoverable amount. Recoverable amount is the higher of an assets fair value less cost to
selt and value in use. A previously recognised impairment loss Is only reversed if there has
been an increase in the assels recoverable amount since the last impairment loss was
recognised. The impairment loss would be revarsed to the revised estimate of its recoverable
amount but not in excess of the amount that would have been determined had no impairment
loss been racognised for the asset in the prior years. A reversal of an impairment loss is
recognised immediately in profit or loss.

Lease Incentive asset

Lessor contributions represent contractual obligations on the part of the Group to confribute to
a lesseq's cost of a next planned maintenance event which is expected to occur during the
lease,

In addition, a lease incentive asset is recognised for this amount, and it is amortised over the
life of the associated lease as a charge against lease revenue. When aircraft are sold, the
partion of the accrued liability not specifically assigned ta the buyer is derecognised as part of
the gain or Joss on disposal of aircraft.

Assets and liabilities held for sale

Assets (or disposal groups comprising assets and liabllities) that are expected to be recovered
primarily through sale rather than continued use are ciassified as held for sale. Immediateiy
before classification as held for sale the assets (or components of a disposal group) are re-
measured in accordance with the Group's accounfing policies. Thereafter the assets (or
disposal group) are measured at the lower of their carrying amount and fair value less cost to
sedl,

Maintenance regserves

In cartain of the afrcraft lease contracts, the fessee has the obligation to make periodic
payments which are catculated with reference lo the utilisation of airframes, englnes and other
major life-imited components during the lease (hereafter raferrad fo as maintenance reserves),
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
mainienance reserves received with respact to such work.
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2(n}

2{0)

2{p)

2(q

2{r)

Maintenance reserves (continued)

These maintenance reserves are recorded in the consolidated statement of financial position
as a cash asset and relatad liability, Amounts not refunded during the lease are recorded as
lease revenus at lease fermination or at a point in time where the revenue becomes highly
probable and reliably measurable.

Alrcraft purchase deposiis

Aircraft purchase deposits relate to pre-delivery payments provided to airlines or manufacturers
prior to the delivery of the aircraft. Alrcraft purchase deposits are initially recarded at cost, which
is equivalent of the fair value, and are generally received within one year of becoming due and
receivablae. Al the end of aach reporting period, the carrying amounts are reviewed to determine
whether there is any objeclive evidence that the amounts are not recoverable. If so, an
impalrment loss is recognised immediately in profit or loss.

Other receivables

Other receivables are initially recorded st cost, which is the equivalent of the fair value, and are
generally received within 30 days of becoming due and receivable. Other raceivables also
include long term loans which are accounted for at FVTPL.

Other payables

Other payables represent liabilities for goods and services provided to the Group prior to the
end of the financial year that are unpaid and arise when the Group becomes obliged to make
fulure payments, within 12 months from the date of the consolidated statement of financial
potition, in respect of the purchase of thege goods and services.

Taxation

The Group consists of a nhumber of tax paying and non-tax paying entities due to tax laws
applicable in sach entity's respective domicile. Unless stated below, each entity within the
Group is llable to tax assessment in the relevant jurisdiction of that entity.

Goshawk Aviation Limited
Under current Cayman laland law, the Company will not be subject to any income, withholding

or capital gains taxes in the Cayman Islands.

Other Entifies (Special Purpose Vehicles) — Irish fax resident

The income tax expense or gain for the year is the tax payable or receivable on the current
years' taxable income based on the national income tax rate, and changes in deferred tax
assets and liabllities attributable to temporary differences between the tax bases of assets and
liabilittes and thelr carrying amounts in the cansclidated financial statements, and {o unused tax

iosses.

Deferred tax assets snd liabilities are recognised for temporary differences at the tax rates
expected to apply when the assets are recovered or liabilities are setiled, based on those tax
rates which are enacted or substantively enacted for each jurisdiction. The relevant tax rates
are applisd to the cumulative amounts of deductible and taxable temporary differences arising
{rom the initial recognition of an asset or a liability. No deferred tax asset or liability is recognised
in relation to these temporary differences if they arose In a transaction, other than a business
combination, that at the time of the transaction did not affect either accounting prefit or taxable
profit or loss.

Defaerred tax assets are recognised for deductible temporary differences and unused tax losses
If it is probable that future taxable amounts will be available to utilise those temporary

differences and losses.
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2(s)

2{y

2(u)

Share capital

Ordinary shares and preference shares are classified as equity. Preference shareholders are
paid dividends at the discretion of the directors of the Company. I the event of liquidation,
preference share equity ranks lower than other contractual debt agreements,

Incremental costs directly attributable to the issue of shares are recognised as & deduction from
equity, net of tax effects.

Equlty contributions

Equity contributions represent loans advanced by the shareholders where the company has a
contractual right to settle the loans in the form of cash or the delivery of a pre-determined fixed
number of the company's preference shares.

Significant accounting judgments, astimates and assumptions

The preparation of the consolidated financial statements requires judgments, estimates and
assumptions that affect the reported amounts in the consolidated financial statements. These
judgments and estimates in relation to assets, liabilities, contingent liabilities, revenues and
expenses are continually evaluated.

These judgments and estimates are based on historical experience and on other various factors
believed to be reasonable under the circumstances, the result of which form the basis of the
cariying values of assets and Nabilitias that are not readily apparent from other sources.

The following are critical accounting policies for which significant judgments, estimates and

" assumptions are made, Actual results may differ from these estimates under different

assumptions and conditions and may materially affect financial results or the finandial position
reported ih the consolidated financial statements.

Further details of the nature of these assumptions and conditions may be found in the relevant
notes to the consolidated financial statements.

Significant accounting judgments:

Recovery of deferred tax assets

Deferred 1ax assels are recognised for deductible temporary differences as management
considers that it is probable that future taxable profits will be available to ufllise those temporary
diffarences, Significant management judgment is required to determine the amount of deferred
1ax assets that can be recognised, based upon the likely timing and the level of future taxable
profits over the future years togethar with future tax planning strategies.

Consolidation

Subsidiaries are entities controlled by the Group. Control exists when the Group is exposed, or
has rights, ta variable returns from Its involvement with the enlity and has the ability to affect
those returns through its power over the antity, In assessing control, potential voting rights that
presently are exercisable are taken into account. Subsidiaries and entities controlied by the
Group are included in the consclidated flnancial statements from the date that control
commences until the date that control ceases.

The Company does not currently have a direct ownership or equity interest in the consolidated
entities but has determined it has control of these companies and exposure to variable returns
through the Junior loan and option instruments and its power to influence the resulls of thess

enfities.
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2{u)

Significant accounting jJudgments, estimates and assumptions {continued)

Transactions eliminated on consolidation

Intra-Group, and any unreslised income and expenses arising from intra-group transactions,
are eliminated in preparing the consolidated financial statements. Unrealised losses are
eliminated in the same way as unrealised gains, but only fo the extent that there is ne evidence
of Impaiment.

Estimaltion of useful lives and residual values of assels

In estimating useful lives and residual values of aircraft the Group relfies upon actual Industry
experience, supported by estimates recelved from independent appraisers, with the same or
similar alrcralt types and considering our anticipated utilisation of the aircraft.

In addition, the condition of the assets is assessed at least once per year and considered
against the remaining useful life.

Lease cfassificalion

On entering into lease agreements, the Group perfarms an assessment of the classification of
the lease. The assessment involves estimating the remaining useful life of the aircraft on
inception of tha lease and estimating the present value of future lease payments.

Estimation of impairment of assels

An impairment loss is recognised for the amount by which the assetls camrying amount exceeds
its recovarable amount. Recoverable amount is the higher of an assets fair value less cost to
sell and value in use, The value in use is based on a discounted cash flow analysis using
management's best estimale of cash flows refated to the particular aircrafl. Management
considers comparable market data, independent leasing information as well as state and
condition of the aircraft in determining these cash flows.

A suitable discount rate s then determined based upon the capital structure and the risks
inherent in the cash flows,

Determination of fair values

A number of the Group's accounting policies and disclosures require the determination of fair
values, for financial and non-financiat assets and liabilities. Fair value is the price thai would be
received to sell an asset or paid to transfer a liability in an orderly transaction at the
measurement date. Fair values have been determined for measurement and/or disclosure
purposes based on the following methods. Where applicable, further Information about the
assumptions mads in determining fair values is disclosed In the notea specHic to the asset or
liability.

Alrcraft and related assets

The fair value of aircraft and related assets is based on the market rates. The market value of
aireraft and related assets Is the estimated amount for which an aircraft could be exchanged
on the date of valuation between a willing buyer and willing seller in an arm's fength trensaction
aftar marketing wherein the parties each had acted knowiedgeably, prudenily and without
compulsion.

The Group uses independent professional valuers to estimate the fair value of aircraft,

Trade receivables

Carrying amount approximates to falr value to the shori-term nature of these instruments. Other
receivables also include long term loans which are accounted for at FVTPL and are valued
based on expected cash flows discounted at market rates of interest.

Cash and cash resources )
Carrying amount approximates o fair value due to the short-term nature of these instruments.
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2{v)

2(w)

Significant accounting judgmants, estimates and assumptions (continued)

Dernivatives — interest refo swaps

The market falr value of the interest rate swaps is based on a discounted cash flow calculation
taking into account scheduled repayments using an estimaied forward interest rafe curve and
discounted to its present value.

Trade and other payables
Carrying amount approximates to fair value due to the short-term nature of these instrumenis.

Other non-derfyative financial liabilities
Fair value 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.

Operating segments
The Group operates one operaling segment for the purchase and leasing of aircraft.

Business combinations and goodwill

Business combinations are accounted for using the acquisition method. The cost of an
acquisition Is measured as the aggregate of the consideration transferred, measured at
acquisition date fair value and the amount of any non-controlling interests in the acquires.
Acquisition-related costs are expensed as incurred and included in general and administrative
expenses.

When the Group acquires a business, it assesses the financial assets and liabllities assumed
for appropriate clagsification and designation in accordance wilh the contractual terms,
economic eircumstances and pertinent conditions as at the acquisition date.

Goodwill is initially measured at cost, being the excass of the aggregate of the considerafion
transferrad and the amount recognised for non-controlling interests, and any previous interest
held, over the net identifiable assets acquired and liabitities assumed.

After inltlal recognition, goodwill is measured at cost less any accumulated impairment losses,
For the purpose of impalmment festing, goedwill acquired in a business combination is, from the
acquisition date, allocated to sach of the Group's cash-generating units that are expected to
benefit from the combination, irespactive of whather other assets or liabilities of the acquiree
are assigned to those units.

Where goodwill has been aflocated to a cash-generating unit and part of the operation within
that unlt is cisposed of, the goodwill associated with the disposed operation is included in the
carrying amount of the asset when determining the gain or loss on disposal. Goodwill disposed
of in these clrcumstiances are measured based on the relative values of the asset disposed of
and the poriion of the cash-generating unit retained.
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3. Finance Income and expense

Finance income

Total finance income

Finance expense on financial liabilities

- External finance expense

Total Anance expense

Net gain on derlvative financial instruments
Net gain on fair value through profit or ioss (FVTPL)
financial instruments

Net finance costs

2018 2017

Uss uss
418,409 339,045
418,499 339,945
165,197 652 101,713,147
165,187,652 101,713,147
5,506,875 766,534
5,596,875 765,534
159,182,278 100,606,668

Finance income reflects interest eamed on cash on deposit and cash at bank. Cash at bank earns
Interest at floating rates based on dally bank deposlt rates. Cash on deposit earns interest at fixed

rates as agreed with the bank.
4, Lease revenue

Lease revenue from operating leases

Lease revenue is derived from leasing commercial aircraft to various operators around the world.
As at 31 Decembeor 2018, 183 aircraft have lsase contracts with 62 operators, two of which are

contracted to expire during the year ending 31 December 2019,

There are no lessees that account for 10% or more of the lease revenue. There is one lessee in

Asia that accounts for 7%.

During the year anded 31 December 2018, the Group recorded the following lease rentals from

operators in the following regions;

2018 2017

uss uss
Amaricas 89,688,212 45,081457
Asia {ax-China) 219,485,858 141,335,510
Australia 23,208,903 22,243,859
China 24,965,937 24,468,293
Europe 97,230,392 68,201,581
Middle East 51,705,762 47,826,543
Africa 22,126 053 8,263,205
Total 528,709,115 357,490,448

Laase ravenue has besn updated from the prior year fo Include a charge assoclated with the
amortisation of lease premium assets of US$605,523 (2017: US$484,938). Lease revenue also
Includes an impairment loss provision under IFRS © totalling US$1,089,452; in 2017 the Group
held a provision of US$1,328.671 (see note 11). Ravenus split between Asla (ex-Chlna) and

Europe for 2017 has been reclasssd above.
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4. Lease revenue (continuad)

As at 31 December 2018, the Group had contracted {o raceive the following minimum cash lease
rentals under non-cancellable operating leases in the following regions.

31 December Due within one Due between two  Due after five Total
2018 year and five years yoars

Uss uss Uss uss
Americas 141,480,200 475,740,030 311,739,573 928,959,803
Asia (ex-China) 327,296,976 1,176,657.491 702,037,891 2,205,892,158
Australia 25,809,560 103,598,240 48,085,874 177,563,674
China 36,085,077 101,712,808 11,610,846 149,288,821
Europe 145,616,957 512,792,477 447,041,636 1,105.451,070
Middie East 52,933,967 175,032,493 115,461,430 343,427,880
Africa 38,478,134 153,812,533 122,248 402 314,639,089
Total 767,770,871 - 2,699,446,162  1,758,105,452 5@2592%4&5
31 Decembsr Due within one Due betweentwo  Due after five Total
2017 year and five years years

uss uss us§
Amaericas 71,195,260 259,060,991 226,120,625 566,376,876
Asia (ex-China) 165,197,110 601,331,846 431,267,953 1,197,706,908
Australia 22,243.859 86,808,410 47,541,808 156,694,177
China 22 967,818 63,686,111 5,445,330 91,699,356
Europe 92,134,002 327,726,780 260,717,387 680,578,159
Middle East 61,700,828 228,650,430 235,378,852 525,730,221
Africa 12,133,883 48,535,573 46,475,805 107,145,271
Total 447,572,977 1,615,800,121 1,252,947,871 3,316,320,969

5, OtherIncome

During the year ended 31 December 2018, the Group recagnised other income in relation to the

following items:

2018 2017

uss Uss

Release of maintenance reserves/rights asset 36,170 6,872,532
Other income from lessees 929,925 857,563
966,095 7,530,095

€. Galn on disposal of aircraft and related assets

During the year ended 31 December 2018, the Group recognised a gain of US$10.6m (2017:
US$22.6m) in relalion to the disposal of six alrcraft (2017: four aircraft).

20138 2047

uss uss

Gain on disposal of aircraft and related assets 19,574,083 22622474
19,574,083 22622 474
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7. Advisory and management fees

The foflowing faes were paid to GMIL, the Group Advisor, for the provision of the following services

during the year,
2018 2017
UsS$ uUss
Assel management services, advisory and
operational services 33,882,787 22,324,635
8. Other fees and expenszes
2018 2017
Uss Uss
Administration and ofher advisory fees 5,691,551 4745217
Audit and tax compliance fess 1,081,624 938,818
Legal and arrangement fees 10,107,613 2,960,441
Foreign exchange (gains)losses 202,036 (98,225)
Taxes 32,316 -
Fair value release 1,862,620 -
Impairment charge on doubtful receivables - 331,758
19,077,760 8,876,007

The Increase in administration and other advigory fees is driven by an increase in the number of
_ aircraft held by the entity and one-off fees in connection with the acquisition of Sky Aviation Leasing .
International Limitad (*SALY). The Group had four persons (2017: Nil) in employment as at 31
December 2018. Compensation and benefit expenses relating to all SALI employments fotalled

US$2.4m for the year end 31 December 2018 (2017: Nil).

The fair value relaase relates to identifiable liabilities assumed through business combinations are
measured at fair value as at acquisition date. The fair value element is amortisad and included as
fair value release within cther fees and expenses in the statement of profit and loss and other

comprehensive income.

. Taxation
2018 2017
uss Us$
a) Analysis of tax {charge)/credit for the year
Current tax:
Foreign corporation tax {charge)/credit an net profit
for the year {1,179,500) 1,302,221
Income tax (expense)/credii for the yaar on
ordinary activities (1,179,500) 1,302,221
Deferred tax:
Origination and reversal of timing differences (3,544,072) (6,431,185)
Defarred tax expense for the period on ordinary
activities {3,644 972) (6,431,185)
Taxation for the year (4,724 472) {5,128,064)
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9. Taxation {continued)

2018 2017
uss Us$
b) Factors affecting current tax charga for the year
While the Company is incorporated under the Jaws of
the Caeyman Islands, ils aircraft are acquired by
subsidlaries which are tax resident in Ireland.
The reconciliation of current tax on profits on ordinary
activities to prima facie tax payable. The prima facie
tax on profit differs from the income tax provided in the
financial siatements as follows
Profit on ordinary activities before taxation 124,184,512 113,202,216
Irish tax at statulory corporation tax rate of 12.5% (15,523.064) (14,150,277)
Effects of:
Prior year under provision {1,114.761) (58,828)
Movement on unrecognised DTA / valuation allowance (632,861) -
Losses carried back to earlier period {B46) {431,162)
Non-taxable income / non-deductible expenses (3.205,380) (912,815)
Impact of change In tax ratas 135,636 118,070
Income taxable at higher rate 64,353 (323,556)
income taxabie at iower rafe appflicabie in sach group .
entity's respective tax domicile 15,549,451 10,629,602
Total tax expense (4,724, 472) (5,128 984}
c) Deferrad tax

Deferred tax represents the amount of tax recoverable in respect of tax losses available in the current
year which are available for carry forward and an excess of capital allowances over accounting
depreciafion.

The reconciliation of deferred tax assets and liabilities for the year is as follows:

2018 2017

us$ Us$
Deferred tax asseots .
Al beginning of the year 81,696,224 51,428,281
Acquisitions through business combinations (note 25) 32,744,294 -
Movement during the year 49,567,874 30,269,943
At and of the year 164,008,392 81,686,224
Daferred tax liabilities
At beginning of the year 92821128 55,704,353
Acquisitions through business combinations (note 25) 53,087,411 -
Movement during the year 48,377,957 AT 116,775
At end of the year 195,186,496 92,821,128
Net deferred tax liabllities (31,178,104) {11,924,904)

The Group's net deferred tax lability is attributable o temporary differences arising on aircraft and
related assets at year-and partially offset by deferred tax assets in respect of the carry forward of
unused tax losses and amounts recognised directly in equity in relation to cash flow hedges.

26



Goshawk Aviation Limited

Notes to the consolidated financial statements
for the year ended 31 December 2018

10. Cash and restricted cash

Cash at bank and deposits eam interest at floating rates based on daily bank deposit rates.

2018 2017
uss Uss
Unrestricted bank bslances
Cash and cash equivalenis 192,851,868 133,767,708
Restricted cash
Bank balances subject to withdrawal
restrictions 169,303,168 39,395,567
Total cash and restrictad cash 382,165,036 173,163,273

Under cerfain of the Group's debt arrangements, payments recaived from lessees may be subject
to withdrawet restrictions and are thus classified as restricted cash.

11. Other receivables

zn 2017
uss uss

Other receivables
Value added tax refund (i) 7.994,313 4,155,381
Loan receivables (i) 12,812,388 3,500,000
Other receivables 8,237,919 2,088,287
Trade recaivables (i) 15,886,370 3,047,887
Aircraft deposits paid (iv) 4,800,000 -
Asset management fees receivable - 7,838,601
Prepaid expenses 3,818,080 304,305
Tax receivable - 413,475
53,349,080 22 047 826
Current 49,804,544 18,547,826
Non-current 3,454,536 3,600,000

(i} The Group has recognised a receivable of US$8.0m (2017: US$4.2m} in refation to Value Added
Tax {"VAT") on asset management feas, This is expecled to be recovered in 2018,

{ii} The Group has recognised a receivable of LIS$3.5m In relation to loans provided to third parties
on the sale of aircraft and UUS$8.3m in relation to Loans issued in respect of alrcraft to be acquired.
The US$3.5m loan Is classified as non-current as the amount is not repayable until after 2020.

(i) The Group has recognised an impairment loss provision under IFRS 9 tolalling US$1,089,452;
in 2017 the Group recognised impairment charge on doubtful receivables of US$331,758,

Trade recelvables comprise amounts due in respect of lease rentals and maintenance rental
payments due from lessees. At 31 December 2018 an expected loss allowance was recognised of
US$1.1m (2017: US$0.3m) through the statement of profit or loss. All receivables past due are
considered outstanding. A new impairment model has been applied to financial assets measured
at amortised cost. Under IFRS 9, credit losses are recognised earlier than under 1AS 39, The
financial assets at amortised cost consists of frade receivables and cash.
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11. Other recelvables (continued)
Under IFRS 9, loss allowances are measured on either of the following basis:

« 12 month expected credit losses {"ECLS"): these are ECLs that result from possible default
events within the 12 months after the reporling date; and

» Lifetime ECLS: these are ECLs that result from all possible default events over the expected
life of a finandal instrument.

The Group has elected to measure loss allowances for {rade receivables at an amount equal to
lifetime ECLs,

When determining whether the credit risk of a financlal asset has increased significantly since initial
recognition and when estimating ECLs, the Group considers reasonable and supportable
information that Ia relevant and available without undue cost or effort. This includes hoth quantitative
and qualiative informatlon and analysis, based on the Group's historical experience and informed
cradit assessment and including forward-looking information,

Tha Group has prepared an analysis of each lesses based an past performartce and certain publicly
availabls information to estimate a credit rating on a scale of one to ten, with one being minimal risk.
The Group then used this risk rating to assign a percentage expected credif foss based on monthly
rental and supplemental rental income and any outstanding balances at period end,

In accordance with section B5.5.55 of IFRS 9, security deposits received have been treated as credit
enhancement and included in the measurement of the expected credit loss due to the credit
enhancement being integral to the contractual terms of the lease and not being required under IFRS
standards to be recognised separately.

An impairment percentage expected loss provision has been applied based on the risk rating
determined. The percentage is multiplied by the outstanding recelvables balance at year end to
calculate an expected loss over the life of the lease,

In line with IFRS 9, frade receivables at year end were split in to outstanding time periods and
assigned a percentage recoverability risk. The Group estimates a required expected loss pravision
of US$2.4m,

The Group is exposed to the credit risk of non-recoverability of trade recejvables. In line with IFRS
7, information about the Group’s exposure to credit and market risks, and Impairment losses for
trade receivables is included in note 22,

2018 2017
uss Us$
Impairment allowance on doubtfu)
receivables
At baginning of the year 1,329,671 -
Impairment charge on doubtful receivables - 331,758
Provision for doubtful receivables 1,089,452 897,913
At end of the year 2,418,123 1,329,671

During the year, managemeni recognised an impairment loss provision under JFRS 9 of US$1.1m
in relation to trade receivables due of US$8.1m with two lessees (Please refer to note 20 for
further credit information). In 2017 the Group held a provision of US$1.3m; of this provision
US$0.3m was recognised in the consolidated statement of profit or loss.

(v) The Group has recognised deposits paid of US$4.8m (2017: Nil) in other recaivables, which
are in refation {o the of acquisition of aircraft due to be delivered.
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12. Alrcraft and relsted assets

As at 31 December 2018, the carrying value of aircraft and related assets is US$7,3681.5m {2017
US$4,346.4m). Aircraft are assessed for recaverabfiity in accordance with IAS 36 - Impairment of
Assets (“IAS 367), af each reporting date ar whenever events of changes in circumstances indicate
that their carrying value may not be recoverable, The Group recorded no impairment charge during
tha year ended 31 December 2018 (2017: US$3.6m).

The Directors develop the assumptions used In the recoverability assessment based on their
knowledge of active lease contracls, current and future expectations of the global demand for
particular aircraft types and historical experience In the aircraft leasing market and aviation
industry, as well as information recelved from third parly sources.

The factors considered in estimating the future cash flows are impacted by changes in contracted
lease rates, fulure projected lease raies, fransition costs, estimated downtime, estimated residual
vailues, economic conditions, iechnofogy and airline demand for particular aircrafl types.

The Group has disposed of six aircraft during the year ended 31 December 2018 (2017: four
aircraft).

Depanding on the financing arrangements, the aircraft may be pledged as security, as required in
the financing documents. {(see note 17).

The total depreciation and amortisation charge for the year was US$213.4m (2017: US$137.5m)
with US$212.8m (2017: US$137.0m} of this being charged through the depreciation fine and
US$0.8m (2017: US$0.5m) being chargad against lease revenue (see note 4).

Maintenance rights assels

As at 31 Dacember 2018, the carrying value of the maintenanca rights asset is US$455.3m (2017:
USS194,7m). Generally, under our leases, the lesses is obligated to comply with cartain return
conditions, which require them to underfake maintenance on the aircraft prior to its redelivery or to
make & cash compensation sufficient to allow such work {o be undertaken.

Maintenance rights asset represent the value difference of the return of the aircraft on lease, when
compared to the maintenance condition of the aircraft at date of acquisition.

Lease premium assels

Lease premium assets represent the value of an acquired lease rentals above or below the market
rate for leases of a similar type of aircraft, which is adjusted by the relevant credit risk assoclated
with that lessea. Lease premium assets are amorlized on a straight-line basis over the remaining
life of the lease.

As at 31 December 2018, the carying value of lease premium asset is US$196.4m (2017:
US$26.6m). Market rates at the time of acquisition cf the aircraft, have been compared {o the rate
agreed under the contracted lease acquired, in order to caiculate the lease premium asset,

Lease premiums and discounts for sale and [ease back acquisitions were presented as a separate
line item (Laase Premium) in the prior year and have how been included within aircraft and related
assats. Lease premium now consists of the above lease premiums and discounts for sale and
lease back acquisitions combined with lease premiums for portfolio acquisitions (previcusty
classified as Lease Intangible).
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12. Alrcraft and related assets {continued)

Alrcraft and Maintenance Leass pramium Tota!
engines rights asseta
uss uss uss uss
Cost
Balance at 31
December 2016 2,970,846,389 180,021,685 55,665,400 3,208,633 454
Additions 1,750,237,993 39,194,765 3.869.852 1,793,302,710
Transfers 28,388,726 {6,926,833) (19,461,892) -
Derecognition - (8.504,666) - (8,504,666)
Disposals {330,325,902) {9,040, 104) (4.695,976) {344,062,082)
arensfers to Held for (20,314,482) - - (20314,482)
Balance at 31
December 2017 4,396,932,723 194,744,827 35,376,484 4,627,054,034
Acquisitions through 2,072,491,248 226,179,144 137.336,752 2,436,007,144
business combinations
(note 25)
Additions 1,130.021,922 79,308,810 44,787,718 1,264,118.450
Transfers 39,527,571 (39.527,571) - -
Derecognition - (900,389) - (900,289)
Disposals {485,785,652) {4,548 576) - (480.314,238)
Transfers to Held for -
Salg ) N _ N
Balance at 31 7,153,207,802 455,256,245 217,600,054 7,825965,004
: December 2018 ) ’
Accumulated depreciation and amortisation
Bt 6 (143,023,331) - (6.086,595) (151,111,926)
Disposals ; 7.968,627 - 1,172,109 9,140,736
g:gsfers to Held for 2,371,004 - - 2,371,004
Transfers (2,288,935) - 2,288,935 -
Depreciation/
amortisalion charge {133,282,921) - {4,189.234) (137.472,155)
Impairment charge {3,562,794) - - (3,582,794)
Balance at 31
December 2017 (271,818,350) - (6,816,785) (280,635,135)
Disposals 20,617,650 20,617,850
Transfars to Held for - - .
Sale )
Transfers - - - -
Depreciation/
amortisation charge {201,101,483) - (12,316,016} (213.417,499)
Impalrment charge - - - -
Balance at 31
December 2018 {443,302,183) - (21,1432,801) (464,434,984)
Net book value
At 31 December 2017 4,125,114,373 194,744,827 26,550,699 _4,345,419,899
At 31 December 2018 - 6,709,905,619 455,258,245 196,368,153 7,361,530,017
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12. Aircraft and rolated assets (continued)
(i) Geographic concentration

The distribution of net book value of alrcraft and related assets by operator's geographic regian:

2018 2017

uss % uUss %
Africa 380,493,107 5% 117,560,668 3
Americas 1,378,296,880 18% 686,014,840 16
Asia (ex-China) 3.098,351,581 42% 1,567,113,213 38
Australia 237,800,848 3% 201,945,993 5
China 349,830,163 5% 223,601,456 5
Europe 1.415,534,792 18% 925,282,771 21
Middie East 501,122,146 ™% 624,899,928 14
Total 7,361,530,017 100 4,346,418,899 100

Net revenue includes a charge assoclated with the amortisation of lease premium of US$608k for
the year ended 31 December 2018 (2017: US§485k).

13. Lease incentlve asset
The lease Inceritive asset represents contributiocns made by the Group towards the lesses’s cost of

a maintenance event. The lease incentive asset is amortised on a straight-line basis over the life of
the lease and recorded as a reduction in lease rental income.

2018 2017
uss uss
Cost
At beginning of year 664,967 -
Additions during the year 8,421,251 664,967
At end of year 9,086,218 664,967
Accumulated amortisation
At beginning of year - -
Charge during the year (819,430} -
At end of year (819,430) .
Carrying value at end of the year 8,266,788 664,967
14. Assets held for sale

At 31 December 2018, the Group did not hold any assets classified as held for sale (2017: one).
Under the provisions of IFRS 5, any aircraft which meels certain criteria and is expectad to be sold
in its present condition is required to be classified as held for sale. Any other assets/liabilities
transfarring within the sale should also be classified as held for sale,

2018 2017
uUss USS$

Ansets classified as held for sale
Aircra®t and related assets - cost - 20,314,482
Aircraft and related assets - accumulated depreciation . (2,371,004)
Loss on transfer to held for sale - (2,083,480)
- 165,859,998
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15. Aircraft purchase deposits
As at 31 December 2018, the Group recognised a receivable In relation to payments made for the

purchase of aircraft in accordance with payment schedules set out in the relevant purchase
agreements.

2018 2017
us$ Uss
Alrcraft purchase deposits
At beginning of the year 58,717,960 -
Transfer to aircra® and related assets (58,717,980) -
Payments during the year 37,768,941 58 717,960
At end of the year 37,768,941 58 717,960
Current - 58,717,960
Non-current 37,768,941 -
18. Other payables
2018 2017
USs$ US$
Interest payable 28,737 998 20,866,994
Advisory and asset management fees payable 9,125,682 4,660,385
Legal and other fees payable 4,120,091 8,234,612
Lessor contribution liability 35,030,607 364,489
Aircraft acquisition price 6914 12,554,307
Taxation payable 1,445.124 271,767
78,466,316 46,752,554
Current 43,435,709 46,752,554
Non-current 35,030,607 -
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17. Loans and borrowings

The balance of borrowings as at 31 December 2018 is US$5,395.2m (2017: US$3,091.9m). Aircraft
lease rentals are structured to ensure that lsase payments are sufficient to meet the Group's

obligatlions under debt funding over the term of tha lease.

2018 2017
us$ Uss
Loans and borrowings - current
Secured bank loans 155,814,870 189,114,541
Daebt issuance costs (11,214,796) (6,790,127)
144,600,074 182,324 414
Loans and borrowings - non-current
Secured bank loans 2,254278,473 1,434,454,201
Uneecured bank foans 3,023,300,818 1,602,234,158
Debt issuance costs (25,984,037) {27,160,508)
8,250,594,452 2,909,527,851

Unsecured debt facilities:

As at 31 December 2018, 90 aircraft (2017: 56 aircraft) were being financed by unsecured financing.
During the year ended 31 December 2018, the Group raised unsecured debt facilities consisting of
a private placement and term loans. The cutstanding balance of unsecured debt as at 31 Dacember
2018 was US$3,023.3m (2017; US$1,502,2m), and the key terms of these facilities are set out
below,

Secured debt facilitios:

As at 31 December 2018, 73 aircraft (2017: 43 alrcraft} were financed by secured debt facllities. The
Group had outstanding secured debt of US$2,410.1m as at 31 December 2018 (2017:
US$1,623.6m) which consisted of 11 facilitles financed by 66 insfitutions. Under the terms of thase
faciliies, the aircralt are pladged as security, as required in the financing documents. The alrcraft
may have also been pladged as collateral to the financing parties as outlined in the proceeds and
intercreditor deed, The racourse of the lenders and the other parties to the transaction documents
Is fimited to the assets secured by the aircraft owning entities and to any monies received by the
aircraft owning entities pursuant to the transaction documents. The canrying value of secured aircraft
and related asssts which are pledged as security, are set out below:

Assats pledged as security
2018 2017
uss UsSs
Non-current
Aircraft and refated assets 3,321.890,652 2,130,066,026

3,321,890,652 2,130,066,026

Key terms of debt facilities
Thea terms of outstanding unsecured and secured loans before the impact of derivatives were as
follows (excluding capitalised loan fees).
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17. Loans and borrowings (continusd)

At 31 December 2018:

Floating rate (cans
Secured bank loans
Unsecured bank toans

Fixed rate loans

Secured bank loans
Unsecured bank loans

At 31 December 2017

Floating rate loans
Secured bank loans
Unsecured bank {oans

Fixed rate [oana
Secured bank loans
Unsecured bank loans

Range of average nominal

Sea note 22 for details of contractus! maturities of debt.

18. Maintenance reserves

At beginning of the year
Addilions

Acquisitions through business combinations (hote 25)

Sale of alrcraft

Maintenance resaerves released

Lessee claims against reserves

At ond of the year

Current
Non-current

interest 2018
rates (%)  Year of Maturity us$
LIBOR+0.8102.15 2019 - 2029 1,440,869,535
LIBOR +1.125tc 2.4 2018 - 2023 1,867,800,816
2.89-7.02 2022 - 2032 965,223,808
3.980-5.19 2021 - 2030 1,155,600,000
5,433,394,259

Range of average nominal
interest 2017
rates (A}  Year of Maturity uss
LIBOR+0.8102.15 2018 - 2029 1,351,289,847
LiBOR+ 1.5t0 24 2018 - 2021 704,734,158
289-5 2021 - 2029 272,278,895
3.90-4.71 2021 - 2027 797,500,000
3,125,802,900
2018 2017
Uss Us$
174,852,166 152,819,508
94,728,544 55,618,985
113,851,867 -
(8,532,793) (25.338.267)
{36,170) {6.872,632)
(15,554,702) {1,375,508)
369,409,912 174,862,166
40,323,484 18,702,650
319,086,428 158,148,518
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19. Security deposits

2018 2017

Uss uss

At beginning of the year 42,691,652 36,289,036
Deposits receivad during the year 13,477,355 10,608,684
Acquisitions through business combinations (note 25) 20,322,129 -
Sale of aircraft (4,438,218) {2,480,000)
Security deposits returned fo lessees (3,938,252) {1,816 068)
At end of the year 658,114,666 42,691,852
Current 807,030 1,550,000
Non-current 67,207,638 41,141,652

20. Financial instruments and financlal risk management

The Group makes use of finandal instruments to reduce exposures to market risks throughout its
business. Equity, borrowings and cash and cash rescurces are used to finance the Group's
operations. Derivative financial instruments are contractual agreements with a value which reflects
pricea movements in an underlying variable, The Group uses derivative financlal insiruments,
principally interest rate swaps, to manage interest rate risks and achieve the desired profile of
borrowings.

Falr value of financlal assets and liabilities
The canrying value and fair value of the Group's financiat assets and liabilities by clags and category
were as follows:

At 31 December 2018 FairValue  Carrying amount Falr valus
Hierarchy 2018 2018
Level {JS%°000 UsS$000
Assets at amortised cost
Cash and cash equivalents 2 192,852 192,852
Restricted cash 2 169,303 169,303
Other receivables - Current 2 49,895 49,895
412,050 412,050
Financial assets at fair value
through profit and loss
Derivative financial instruments 2 25215 25,215
Other receivables - Non-current 3 3,454 3,454
Financlal assets 440,719 440,719
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20. Financial instruments and financial risk management (continued)

Fair value of financial assets and liabilities (¢ontinued)

2018 2018
Us§$'000 Us$'000
QOther financiaf Habilities
Maintenance reserves 2 359,410 359,410
Securlty depasits 2 68,115 68,115
Loans and borrowings 3 5,395,185 5,459,339
Other payables 2 78,466 78,466
5,901,186 5,965,330
Financlal llabilitles at fair
value through profit and [oss
Oerivative financial instruments 2 44,754 44, 754
Financlal llsbilities 5,945,940 6,010,084
At 3% Dacember 2017 Fair Value  Carrying amount Fair value
Hierarchy 2017 2047
Level Us§'000 Uss'000
Loans and receivables
Cash and cash equivelents 2 133,788 133,768
Restricted cash 2 39,3968 30,306
Other receivables 2 22,048 22,048
Aircraft purchase deposits 2 58,718 58,718
253,930 253,830
Financial aszets at fair
value through profit and
foss
Derivative financial
instruments 2 17,860 17,860
Financial assets 271,790 271,790
2017 2017
Uss$'000 US$000
Other financial liabilities
Maintenance reserves 2 174,852 174,852
Security deposits 2 42,692 42,602
Loans and borrowings 3 3,091,852 3,149,193
Qther payables 2 46,753 46,753
3,356,149 3,413,490
Financlal liabilities at falr
vatue through profit and
loas
Derivative financial
instruments 2 3,756 3,758
Financial lisbilities 3,359,908 3,417,246
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20. Financial instruments and financial risk management {continued]

Thae fair value measurements for loans and borrowings hava been classiffed as Leval 3 fair values
based on the inputs to the valuation techniques used (i.e. the Inputs are nct based on observable
market data). The fair value of the loans and borrowings at amortised cosl has been estimated by
discounting estimated future cash flows using the market interest rates prevailing at each ysar-

end.

The fair value of the loan assets arising upon ths sale of aircraft to third parties has been estimated
inline with the valuation analysis of the underlying aircraft assets —proceeds from the sale of these
assels will fund the repayment of the loan assets. The Group has recognised a 1% fair value
adjustment of the total value of the loans as is outlined in note 11 to reflect that a further change
in valustions of these assets may be required in the future in line with potential fluctuations of the
underlying associated aircrafl.

The Directors have determined that the fair value of al! other financial assets and labililles not
measured at fair value are considered to be within level 2 of the fair value hierarchy.

All of the Group's derivatives are carrigd at fair value and are classified as Level 2. The different

levels have been defined as foliows:

¢ Level 1! quoted prices {unadjusted) in active markets for identical assets or liabilitias.

» Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset
or liability, either directly (l.e. as prices) or indirectly (i.e. derived from prices)

+ Level 3: inputs for the asset liability that are not based on observable market data (unobservable
inputs).

Derivative financial instruments

The Group makes uss of cash flow hedges (interast rate swaps) 1o reduce the level of interest rate
risk. Financial liabilities through other comprehensive incoma reflect the net change in fair value of
those interest rate swaps that are designated In hedge relationghips intended to retuce the leve)
of interest rate risk for expected interest payments.

The market fair valus of the interest rate swaps was based on a discounted cash flow ¢alculation
taking into account scheduled repayments using an estimated forward interest rate curve and
discounted fo its present value.

2018 2017
Derlvative Assets us$ uss
Interest rate swap assefs
Derivative instruments in designated hedging
relationships 23,847,075 11,897,889
Falr value through profit or loss (FVTPL} 1,268,172 8,099,255
FX forwards
Fair value through profit or loss (FVTPL) - 62,389
25,218,247 17,859,533
Derivative Llabllities
Interest rate swap labllifles
Derivative instruments in designated hedging
relationships 35,826,996 453,836
Fair value through profit or loss (FVTPL) 8,797,553 3,288,122
FX forwards
Fair value through profit or loss (FVTPL) 129,831 14,130
44,754,480 3,756,088
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20. Financial instruments and financial risk management (continued)

2018 2017

Cash flow hedging reserve uss Uss$
Balance at the baginning of the year 5,219,881 3,212,180
(Loss)/Gain arising on changes in fair value of
hedging instruments entered into for cash flow
hedgas {33,800,001) 501,727
Income tax related to gains/losses recognised in
other comprehensive income 4,734,889 (415,647)
Cumutative (gain)loss arising on changes in fair
value of hedging instruments reclassed to profit or
loss _(1,208,803) 1,921,631

(25,064,024) 5,219,891

The cash flow hedging reserve represents the cumulative effective portion of gains or losses arising on
changes in fair value of hedging instruments entered into for cash flow hedges. The cumulative gain
or loss arising on changes in fair value of the hedging instruments that are recognised and
accumulated under the heading of cash flow hedging reserve will be reclassified to profit or loss only
when the hedged transaction affects the profit or loss, consistent with the Group's accounting policy.

In accordance with IFRS 7, derlvatives are entered into with bank and financial institution
counterparties. investec Bank plc is the primary counterparty and is a listed entity on the London
stock exchange and regufaled by the Prudentiai Regulation Authority in the UK. As at the date of
this report Investec Bank plc has a prime investment grade short term deposit credit raling of P-1
(Moocdy’s).

Darivative balances are made up of Level 2 vatuations in accordance with the Rlsk Management
Hierarchy. Valuations are based on discreet cash flows thus using market implied inputs.

Cash flow hedges
interast rate risk

2018
uss$'00o

Disclosed within Derivative Financial Asseis/Liabilities in the Consolidated Statement of Financlal Position.
Amounts

Amount of
Changae in Falr heldin
Nominal Value used Carrying Hedging Cash Cash Flow
Carrying Value of Amount Hedge
Amounts of the when Reserve Flow
the Hedging of Regserve no
Hedging Instrument calculating Hedged relatingte  Hedge longer in a
Instrument Hedge n.?n de- Reserve ngdge
Ineffectiveness da;#:;t:d Retationship
Assets  Liabifitles
3,571,500 23,947 35,327 (11,879) 3,308,624 3,604 26,054 -
3,571,500 23,947 35,827 {11,878) 3,308,624 3604 25,054 .

The amount reclassifled to the consolidated slatement of profit or loss in respect of de-designated
hedge relationships during the year was US$587k. which has been recorded in the net gain on fair
value through profit and loss line on the consolidated statement of profit or loss. This represents the
amortisation of the amount held in the cash flow hedge reserve over the life of the related hedged
itemn.
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20. Financial instruments and financial risk management (continued)
Interest rate risk {continued) .

At 31 December 2018, the Group held the following instruments to hedge exposures to changes in
interest rates.

Intarest Rate Net Exposure Wolghted
Riak Us$'000 Average
Interest Rate
Upto 1 Year 102,439 1.78%
1-2 Yoars 800,000 2.75%
2-5 Years 752,638 2.32%
5+ Yaars 1,653,647 2.22%
Total 3,308,624 2.37%
Risk management strategy

The Group halds debt Instruments issuad at a floating rate of interest (LIBOR) plus a fixed spread. To
manage the exposure to variations in cash flows due to changes in the underlying benchmark interest
rate (LIBOR), the Group executes interest rate swaps to swap the contractual floating rate on the debt
instrument to @ fixed rate. All of the Group's future debt commitments are deemed as highly probable.

The effective portion of changes in the fair valus of derivatives that are designated and qualify as cash
flow hedges is recognised in equity. To the extent that the hedge is effective, changes in the fair value
of derivatives designated as hedging instruments in cash flow hedges are recognised in other
comprehensive income and included within the cash flow hedge reserva in aquity.

Ineffectiveness may arise as a result of mismatches in the timing of cash flows between the hedged
item and hedging instrument as well as changes to the credit quality of the Group or swap counterparly.
The strategy of the Group is to hedge beyond the term of the debt and therefore not all of the Group's
Interest rate derivatives are designated within cash flow hedge relationships. Any ineffectiveness in the
hedge relationship is recognised immediately in profit or loss,

Amounts accumulated in equity are recycled in the consolidated statement of profit or loss in the periods
when the hedged item affects profit or foss.

When a hedging instrument expires or is sold, or when a hadge no longer meets the criteria for hedge
accounting, any cumulative gain or loss existing in equity at that time remains in equity and Is recognised
when the forecast transaction is ulfimately recognised in the consolidated statement of profit or loss.
When of if a forecast transaction is no longer expected to occur, the cumulative gain or loss that was
reported in squity Is Inmediately transferred to the consalidated statament of profit or loss.
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21. Share capital and equity contributions

Share capital

Authorised

Ordinary shares of US$1 each
Preferance shares of US$0.001 each

Issued and fully paid

Ordinary share of US$1 each
Issued ordinary shares as st 31 December
2017

Ordinary share issued during the year at US$1

each
Total issued ordinary shares as at 31
December 2018

Preferencs shares of U$0.001 each

Preferance shares of US$0.001each as at 31

December 2017

Preferance share premium of US$0.909 each

as at 31 December 2017

Preference shares Issued during the year at
U$0.001 each

Total issued preference shares as at 31
December 2018

Equity contributions

Equity contributions as at 31 December 2017

Equity contributions received during the year
Capital repayments during the year

Equity contributions as at 31 December
2018

Crdinary shares

Number of shares uss
250 250

1,499,750,000 1,499,750
382,026,264 362,026
361,664,238

362,026,264 362,026,264
802,226,734

858,739,615

(47,220,000)

Fully paid ordinary shares carry one vote per share.

Preforanca shares

1,612,746,349

Preference shares are issued at a premium of US$0.999 each and comprise part of the Company’s
distributable reserves. Preferential dividends are paid In accordance with the Dividend policy and
can only be pald out of profits available for distribution (after the share premium). Distributions will
be at the discretion of the board, although it is currently the infention fo pay quarterly distributions to
sharehclders from its available free cash flows. These cash flows would arise from junlor debt
interest coupon paymants and will be supplementad at or around the time of sale of any aircraft by
the repayment of the junior debt principal amounts and any surplus sals proceeds on a disposai of
any aircraft. The Group I8 required to service all debt obligations (which will be at the aircraft owning
entity lsvel and may be limited recourse to the aircraft and the operating leases in certain
circumstances), fund their working capital and any capital expenditure requirements, satisfy all of
their expenses before making any distributions to shareholders,

Preference shares will carry one vote per share except where excluded from voling.
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21. Share capital and equity contributions (continued)

Equity contributions

Equity contributions represent advances made by the Company’s preference shareholders I the
legal form of shareholder loans. Under the terms of the agreements goveming these arrangements
the Company does not have an existing contractual arrangement to deliver cash in settlement of the
loans, any setilement will be solaly at the discretion of the Company in the form of cash or by way
of a delivery of a pre-determined fixed number of the Company’s preference shares. Consequently,
the sharehalder loans have been classified and presented as equity instruments, which best reflects
the substance and overall form of the arrangements entered into between the Company and the
shareholders in these respecis.

Reconciliation of movement in capital and reserves:

Share Equity Reatained Hedging
capital contributions eamings reserye  TOtal oquity
uss us$ US$ Us$ us$

Balance at 31

December 2016 362,026,264 556,754,560 51,998,821 3,212,180 973,991,625
Total

comprehensive

income for 2017 - - 108,073,252 2,007,711 110,080,863
Equity contributions

recelved during

2017 - 258,937,174 - - 258,937,174
Repayment of . .

capital - (13,465,000) - - (13,485,000)
Dividend

distributions to

preference

shareholders - - {93,130,000) - {93,130,000)
Balance at 31

December 2017 362,026,284 802,226,734 66,941,872 5,219,891 1,236,414,762
Total

comprehensive

income for 2018 - 119,460,040 (30,273,915) 89,186,125
Equity contributions

recelved during

2018 - 858,739,615 - - 858,739,815
Repayment of

capital . (47,220,000) - - (47,220,000)
Dividend

distributfons {o

preference

shareholders - - {110,600,000) - (110,800,000)

Balance at 31
December 2018 362,026,264 1,613,748,348 75,801,913 (25,054,024) 2,028,520,502
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21,

22,

Share capital and equity contributions (continued)

Transactions with shareholders

All equity is attributable to the holders of the ordinary and preference shares in the Company. During
the year ended 31 December 2018, the sharsholders made equity contributions of LJ$$858.7m
(2017: US$258.9m).

Dividend distribution

Included in other comprehensive income for the year are preference dividends of US$110.6m (2017:
US$83.1m) paid during the year.

uss cent per Dividend
prefarence " Number of declared and
share shares issued pald
Dividend distribution paid (25 January
2018) 584 362,026,264 21,500,000
Dividend distribution paid (23 April
2018) 6.33 382,026,264 22,800,000
Dividend distribution paid (4 May
2018) 249 362,026,264 8,000,000
Dividend distribution paid {9 August
2018) 6.38 362,026,264 23,100,000
Dividend distribution paid (30 QOctober
2018) 7.60 362,026,264 27,500,000
Dividend distribution paid (6 December
2018) 1.82 362,026,264 6,600,000
110,600,000

Subsequent to year and, the Directors declared and paid dividend distributions on preference shares
of US$38.3m during January 2019.

Risk managemaent

Any of the following risks could adversely affect the financial performance, position and/or growth
potential of the Group.

General economic conditions

Economic conditions can have an impaci on demand for air travel, which in turn, wili have an impact
on airline profitability and demand for aircrafl. In stressed economic conditions, thete may be
greater risk of lessee defauit and greater risk of aircraft values decreasing.

It may also be more difficult to dispose of or re-lease aircraft on acceptable terms, or at all,

Exposure to the commerclal aifline industry

As a suppller to and pariner of the airline indusiry, the Group is exposed ta the financial condition
of the airline industry as it leases all its aircraft to commercial airline customers, The financial
condiion of the airfine Industry is affectad by, among other things, gecpolitical events, outbreaks of
communicable pandemic diseases and natural disasters, fuel costs and the demand for air travel.

To the extent that any of these faclors adversely affect the airline Industry they may result in (i)
downward pressure on lease rates and aircraft values, (ii} higher incidences of lessee defauits,
restructuring, and repossessions and (i) inabllity to lease aircraft on commercially acceplable
terms.
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22, Risk management (continued)

Dabt market volatifity

In times of financial or economic uncertainty, the availability of new debt and refinancing of existing
dabt may not be assured or may not be available on acceptable terms. This may adversely impact
on the future value of aircraft and the ability of the Company to re-lease or dispose of the aircraft or
the price at which it can do so.

Laverage risk

The capital structure of the Group’s aircraft owning entities involves significant leverage and the
Group generally invests in the junior debt tranche (carrying equity-like axposure) of financing across
alt the aircraft, which will rank behind the secured bank loan and bridging debt financiers, While
investments in leveraged companies offer the apportunity for capital appreciation, such Investmentis
may also involve a high degree of risk and magnify the Company’s éxposure to adverse eConomic
conditions.

Financiers of the secured bank loans will require operating and financial covenants, which in certain
circumstances, may restrict the ability of the Group to pay distributions. The covenants in the
financing documents may also restrict the sale of aircraft in certain circumstances.

Financial risks

The principal financial risks and uncertainties to which the Group is exposed, including the
associated hedging activities, are addressed below. These include:

»  Assetrisk;

+ Foreign exchangse risk;

« Interest rate risk;

«  Greditrisk; and

- Liquidity risk.

Asset risk

The Group hears the risk of re-leasing or selling the aircraft in its fleet at tho end of their lease
terms. If demand for aircraft decreases market lease rates may fall, and should such conditions
continue for an extended perlod, it could affect the market value of aircraft in the fleet and may
result in an impatrment charge. The Directors have employed personnel with appropriate
exparience aof the aviation indusiry 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 airling
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 incidances of lessee default
and an increase In alreraft on the ground, The Group periodically performs reviews of the carrying
values of aircraft, receivables and the recoverable amount of deferred tax assets and the sufficiency
of accruals and provisions, substantially afl of which are susceptible to the above risks and
uhcaertainties.

Forelgn exchange risk

The Group and the Company have a minimum exposure to foreign exchange risk as the majority
of transactions are denominated in US dollars. The quantum of exposure to currency movements
are small in nature and as such no sensitivily analysis has been performed, Periodically minimal
foreign exchange gainfloss derives from non-US operational transactions.
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22. Risk management (continued)

Interest rate risk

Interest rate risk is the risk (variability in value) borne by an interest-bearing financial instrument,
such as a loan, due o variability of interest rates, The Group has entered into derivative contracts
for some of its loan facilities which swap variable interest rates for fixed; therefore, any increass or
decrease in interest rates on the loanh will lead to a decrease or increase In the differential on the
swap. The Group’s flcating rate ioans partially offset the floating rate nature of some of the Group's
lease rental contracts where by an increase in interest rates will be expected to be offsef by higher
rentals earned.

The effect on Group interest expense of an increase of 50 and 100 hasis point change in interest
rate, assuming all other variables are held constant, would be as follows:

50 BPS 100 BPS

uss Uss$

2018 2313717 4,627 434
50 BPS 100 8PS

uss US$

2017 1.054,034 2,108,068

Whereas, a decrease of 50 and 100 basis points change in interest rates, would have had the equal
but opposite effect, on the basis that all other variables remain constant. The effect on the Group's
equity, of a 50 and 100 basls points change in interest rates relating to derivatives held, assuming
all other variables are held constant would be US$10.2m (2017; US$6.4m) and US$20.4m (2017:
US$12.8m) respedtively.

The Group also has loans and borrowings that bear fixed intersst rates determined at the inception
of the agreement. A significant change in interest rates could have a msterial adverse impact on
the fair value of these loans and borrowings. However, the Group records these loans at the
amortised cost and, therefore, the Group's future performance would not be impacted by any future
rate changes,

Credit risk

The Group Is subject to the credit risk of its lessees as to collection of rental payments under its
cperating leases. Credit risk is defined as the unexpected loss in cash and eamings If the
counlerparty is unable to pay its obligations in due time. The effectiva monitoring and controlling of
airline customer credit risk Is a competency of GMIL, the Group Advisor.

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 from its lessees.

The assessmant process takes into account qualitative and quantitative information about the
customer such as business activities, senior management team, financial fitness, rescurces and
performance, and business risks, 10 the extent that this information is publicly available or otherwise
disclosad to the Group.

The Group holds significant cash balances which are invested on a short-term basis with Citibank
Europe pic. The Group Is exposed to cradit risk on these deposits. Citibank Europe plc is a wholly
owned subsidiary of Citibank plc. Citibank plc common stock is listed on the New York Stock
Exchange ("NYSE"). NYSE Regulation ("NYSER"} is responsible for monitoring activities on
Citibank pic's equities. As at the date of this report Citibank plc has a prime investment grade short
term deposit cradit rating of P-1 (Moody's).
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Credit risk (continued)

The Group has derivatives held with various counterparties and is axposed to credit risk on these
financiat instruments through the amounts due from counterparties. Credit risk is managed by
limiting the aggregate amount and duration of exposure to any one counterparty. investec Bank pic
is the primary counterparty and is a listad entily on the Lendon stock exchange and regulated by the
Prudential Regulation Authority in the UK. As st the date of this report Investec Bank plc has a prime
investment grade short term deposit credit rating of P-1 (Moody's).

The value of trade receivables and other receivables is highly depandent upon the financial strength
of the commercial aviation industry as described in the asset risk section above. Defaults by one or
more of the Group's major customers could have a material adverse effact on the Group's cash flow
and earnings and its ability to meet its debt obligations.

The table below shows the ageing of financial assets that are past due but not impaired and those
that are impaired at the end of the reporting petiod.

Less than one One to two More than two

As at 31 December 2018 month months months
Us$'000 usSs'000 Uss'ooe

Amounts past due but not
impaired
Trade receivables 16,280 - 1,825
Amounts deemed lo be
impaired
Trade receivables - - 2,419
As at 31 December 2017
Amounts past due but not *
impaired
Trade receivables 2,251 - 1,697
Amounts deemed to be
Impaired
Trade receivables - - 1,328

Exposure fo credif risk
The carrying amount of financiat assets represents the maximum credit exposure. The maximum
exposure to credit risk af the reporfing date was:

2018 2017

Notes ) Uss uss

Cash and cash equivalents 10 192,851,868 133,767,706
Restricted cash 10 169,303,168 38,385,667
Derivative financial assets 20 25,215,247 17,859,533
Qther receivables 11 53,349 080 220478268
Total 440,719,363 213,070,632
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Risk management {continued)

Liquidity risk
The Group has funded a significant part of its operalions with debt financing. The ability of the Group
to continue to operate Is dependent upon its ability to meet s payment abligations and adhere to
covenant requirements under the respective loan agreements, which are dependent, among other
things, upon the factors putlined above.

The following are the contractual malurities of financial liabilities, including estimated interest
payments, including the impact of netting agreements and excluding capitalised loan fees:

As at 31 December 2018:

Carrying Contractual 12 months 1-2 2-3 3-4 Aftor 4
amount cash flows orless years years years years
Uss$'o00 uss$ono uss'ooo uss$'oo00 uss$00o uss$'000 uss'ooo

Non- ’

derivative

financial

llabilitles

Secured bank

foans

(external) 2,410,093  (2,964,054) {407,191) {240,188) (235.521) (231,207) (1,849.,857)

Unsacured

bank loans

(extarnal) 3,023,301 (3,575,749) (148,958) (1,002,100} (250,883) (434,200} (1,738,602)

Other

payables 78,466 (78 466) (78.466) -

Total 6,511,860 (6,618,269)  {634,615) (1,242.288) (486,410) (665497) (3,589,469)

Derlvative
flnanclal
assets [/
(liabiiities)
Interest rate

swaps / FX
forwards 130 (994) {152) (152) {152) (152)

(386)

Total 130 (994) {152} {152) {152) {152)

(386)
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22, Risk management [continued)

Liquldity risk {continued)
As at 21 December 2017:
Carrying  Contractual 12 months 1-2 2-3 3-4 After 4
amaunt cagh flows or less years yaars yoars years
Us$'000 us$'oon Uss$000 us$°a00 Us$'000 uss'aod uss$o00
Non-
derivative
financial
llabllities
Secured bank
loans
(external} 1,623,569 {2,053,913) (253,387) (157.260) (1584671 (158,345) (1,325.454)
Unsecured
bank laans
(external) 1,502,234 (1,828,977) (43,285) (77,180) (586,601) (214,320) (907,581)
Ofther payables 46,753 (48,753) (46,753} - - - =
Total 3,172,856 (3,529 643) (343.425)  (234,450) (748,068) (372,665} ({2,233 036)
Darlvative
financial
assets /
{llabllittes)
Interest rate
swaps / FX
forwards 14103 27,872 947 3722 4813 5,012 13,378
Total 14,103 27,872 947 3722 4,813 5,012 13,378

it iz not expected that the cash flows in the maturily analysis couid occur significantly eariier, or at

sighificantly different amounts.

The Group enters into derivative transactions under International Swaps and Derlvatives Assoclation
(“ISDA™) master netting agreements. In general, under such agraements the amounts owed by each
counterparty on a single day in respect of all transactions outstanding in the same currency are
aggregated into a singls net amount that is payable by one party to the other. The following tabla gets
out the remaining contractual maturities of financial liabilities atthe reporting data. The amounts are gross
and undiscounted and include contractual interest payments and exclude the impact of netting

agreemsents.

pofivative fnanclal  Contractual 12 monthe 1-2 2.3 3.4 After 4

(:ro .“.';"" cash flows orless years yonrs years years
us$'oco US$000 US$'000 ussoo0 Us$'000 Us$'o00

Intergst rate swaps /

FX forwards

Net getiled - inflow 418,095 81,263 77,003 59,611 55,023 135,195

Net setled - outflow (478,857} (81831} (91,845 (74,616) {68,215) {152 350}

Total (ﬂol'?_g_z_)_ (568)  (14,842) (15.0@1 {13,182) {17,168}
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22, Risk management (continued)

Ligquidity risk {continued)

As disclosed in note 17, the Group has principal repayments due under ils exisling lvans from
external parties which fall due during the next 12-month period. These will be financed vla
operational cash fiows (rental and disposa) of aircraff).

If the Group cannot meet its cbligations or if it breaches certain covenants unders the varlous debt
arrangements, it may be subject to contract breach damages, it may be required to restrict or apply
ali cash flows from aircraft pledged as collateral for certain debt facllities to meet principal and
Interest payments, and/or to pay down such debt facilities on an accalerated basis.

23. Commitments and contingencles

At 31 Decernber 2018, the Group had cagital commitment for the purchase of aircraft for US$2,525m
which i the total estimated purchase price of aircraft, with purchase agreements in place, delivering
2019-2025.

24. Related parties

Related party transactions were made on ferms equivalent to those that prevall in arm's length
transactions. The following transactions wers carried out with related parties:

(a) Advisory and asset management feos

The Group Advisor is GMIL. NWS Holdings Limited and Chow Tai Fook Enterprises Limited have
both (i} joint control over GMIL end (i) joint control over Goshawk Aviation Limited. As a result, GMIL
is a related party to the Group.

The Group Advisor has overall responsibifity for the lease and asset management of the aircraft
portfolio and has outsourced this fo a suitably qualified technical asset manager who is responsible
for providing ongoing technical asset management services to the portfolio, including aircraft
remarketing and disposals. Under these arrangements, fees are earned on the Group's revenue and
net asset value. Advisory fees and ssset management fees of US$34.0m were charged in cash
during the year and US$9.1m is included in other payables.
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24, Related parties (continued)
(b) Significant subsidiaries

31 Decembar 2018

Chronos [_easing Holdco Limited (Cayman Islands)*

Ying Aviation Desighated Activity Company (Ireland)*
Yellowstone Aviation Designated Activity Company (Ireland)*
Luan Aviation Designated Activity Company {(Ireland)*
Dionysus Aviation Designated Activity Company (Ireland)*
Marginata Dutch Finance B.V. (Nstherlands)*

Hermes Leasing Holdee Limited (freland)*

Callisto Leasing Holdco Limited (Ireland) *

Olympus Leasing Holdco Limited (Ireland)*

31 December 2017

Caliisto Leasing Holdeco Limited (Ireland) *

Olympus Leasing Holdco Limited (Ireland)*

Hera Leasing Holdce Limited (Cayman islands)*

Marginata Dutch Finance B.V. (Netherlands)*

Dionysus Aviation Designated Activily Company (Ireland)*
Luan Aviation Designated Activity Company ({Ireland) *
Yellowstone Aviation Designated Activity Company (Ireland) *

Shareholding
100%
100%
100%
100%
100%
100%
100%
100%

100%

Sharghelding
100%
100%
100%
100%
100%
100%
100%

*Shareholding held indirectly via Zeus Leasing Holdco Limited (Ireland).

Country of
incorporation

Cayman Islands
Ireland

Ireland

[reland

Ireland
Netheriands
Ireland

Ireland

Ireland

Country of
incorporation
Ireland

iretand

Cayman Islands
Netherlands
freland

Iralanc

Ireland

The principal activity of the above entities is the sale, financing and leasing of aircraft and provision
of administrative services to related parties. Information related to all other subsidiary entities will be

filed with the Company's annual return.

NWS Holdings Limited and Chow Taij Fook Enterprises Limitad are the ultimate controliing parties

of the Group.

(c) Key management remuneration

Key managament are the Directors of the entity, as listed in the Directors’ Report. During the years
ended 31 December 2018 and 31 December 2017, key management did not receive any

remuneration.

{d) Alrcraft purchases

The Group purchased three aircraft from a Related Party during 2018, with a total purchase price

of US$134m.
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Business combination

On 13 September 2018, the Group acquired 100% of the share capital of SALL. As a result of the
transaction, SAL] became a wholly owned subsidiary of the Group. SALI's primary business is the
leasing of commercial aircraft.

The Group assessed the fair value of the assets acquired and liabities assumed In the acquisition and
this resulted in tha recognition of goodwill of US$202.6m.

The following table summarisas the fair value of the major assets acquired and liabilities assumed at
the acquisition date. In accordance with [FRS 3 an acquirer has a maximum period of 12 months from
the date of acquisition to finalise the acquisition accounting. The adjustment period ends when the
acquirer has gathered all the necassary information, subject to the 12-month maximum.

Fair value of assets and liabilities acquired on 13 September 2018; uss'ogo

Aircraft and refated assets 2,200,828
Maintenance righis asset 226,179
Cash and cash equivalents 79,516
Loans and borrawings (726,297)
Depasit for aircraft purchases 500
Maintenance regserves and security deposits (134,274)
Other liabilties (49,6858)
Deferred tax liability (21,243)
Trade and cther receivables 67,104
Estimate of fair value of net assets required 1.651,654
Fair value of consideration 1,854,583
Goodwill 202,529

Revenue and profit contribution
Revenue included in the consolidated statement of profit or loss and other comprehensive income

contributed by the acquiree since 13 Seplember 2018 was US$75m.

Had the acquisition occurred on 1 January 2018, managemaent estimates the impact an the Group's
consolidated reveniue from leases would have been US$150m greater.

The goodwill arising from the acquisition consists largely of the synergies and economies of scale
expected from combining the operations of the initial GAL Group and SALI.

Acquisition-related costs
Costs related to the acquisition of SALI of US$10m are included in finance expense and legal and
arrangement fees in the consolidated etatement of profit or loss and other comprehensive income and
in operating cash flows in the consolidated statement of cash flows.

Application of acquisition method of accounting

The Group applied the acquisition method of accounting and measured the identifiable assets acquired
and the lablities assumed at fair value at the ecquisition date. The fair value messurement of each
major asset acquired, and liability assumed is as follows;

Aircraft
The Group determined the fair value of aircraft as at the acquisition date using a market approach as

indicated by third party aircraft appraiser values based on the redelivery condition of the lease.
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25. Business combination (continued)

Maintenance rights asset

The fair value of the maintenance righls asset was measured at the value of the difference between the
contractual right under the acquired In-place leases to receive the aircraft in & specified maintenance
condition at the end of the lease and the actual physical condition of the aircraft at the date of acquisition.

Lease prermium

The fair value of the applicable lease pramiurn asset was determined based on the pressnt value of the
expecied cash flows calculated as the difference between the contractual lease payments, adjusted for
the credit risk of the lessea, and the lease payments thal the aircraft could generate over the remaining
lease term based on curent market rates,

Cash and equivalenis
The carrying amount of cash and cash equivalents approximates to fair value.

Loans and borrowings
The fair value of acquired loans and borrowings as at acquisition date was estimated using gquoted

market prices.

Deposits for aircraft purchases
The carrying amount approximates to fair value due fo the shori-term nature of the assets.

Olhor asssets and ligbllities
The carrying amount approximates 1o fair value due to the short-term nature of the asgets/liabilities.

Maintenance reservas

The Group determined the fair value of the maintenance liability relating to pre-acquisition usage based
on the present value of expected cash outflows (reimbursements of maintenance payments received),
The cash flows were discounted to thair respective present values using a market rate of return that
reflects the time value of money and the risks spacific to the liability,

Secunly deposils

The Group determined the fair value of lessee security deposits based onthe present value of expected
cash outflows during the remaining lease term using a market rate of reiurn that reflects the time value
of money and the risks specific to the liability,

Delerrad tax assets and Habilities

Under the business combination method of accounting, a deferred tax liability or deferred tax asset is
required to be recognised for any temporary differences arising between the tax bases of the Identifiable
assefs acquired and liabilities assumed.

The identifiable assets acquired, and liabilities assumed in a business combination are, with limited
exceptions, recognised at their fair value at the acquisition date. Temporary differences arise when the
tax bases of the identifiable assets acquired, and liabilities assumed are not affected by the business
combinations or are affected differently and thus re-measurement for book purposes to acquisition date
at fair value will create an additional temporary difference. The applicable tax rate(s) used to measure
deferrad taxes were determined based on the relevant rate(s) in the jurisdictions where the acquired
assels are recovered and assumed liabilities are settied.

26. Events after the and of the reporting date

Subsequent to 31 December 2018 total dividends of US$77m were pald to the respective shareholders,
There have been no other signfficant events subsequent to 31 December 2018.

27. Approval of consolidated financial statemants

Tha Board of Directors approved and authorised these consolidated financial statements on 8 May
20189,
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