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AIRASIA BERHAD
{incorporated in Malaysia)

DIRECTORS' REPORT

The Directors are pleased to submit their annuat report to the members together with the audited
financial statements of the Group and Company for the & months financiai period ended 31
December 2007,

PRINCIPAL ACTIVITIES
The principal activity of the. Company is thal of providing air fransportation services, The principal

activitles of the subsidiaries are described in Note 1210 the financial statements. There was no
significant change in the nature of these activifies during the financial period.

CHANGE iN REPORTING PERIOD

The financia! year end of the Company was changed from 30 June to 31 December. Hence, this
set-of siatutory financial statements is forthe financial period from 1 July 2007 to 31 December
2007.

FINANCIAL RESULTS

Grolp omipany
RM'Q00 RAF000

Proiit for the financial period attributable fo:
- gquity holders of the Company 425,700 424,367
- minority interesis -

Nat profit for the financial period 425,700 424,367

DIVIDENDS

No dividend has been paid or declared by the Cormpany since the end of the previous financial
vear.

The Directors do not recommend the payment of any dividend for the financial period ended 31
Decerribar 2007,

RESERVES AND PROVISIONS

All material transfers to or from reserves and provisions during the financial period are shown in
the financial statements.

sk
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AIRASIA BERHAD
{incorporated in Malaysia)

DIRECTORS' REPORT (CONTINUED)

ISSUANCE OF SHARES

During the financial period, the Company increased its issued and paid-up ordinary share capital
from RM236.676,70B io RM 237,154,158 by way of issuance of 10,774,500 ordinary shares of
RM0.10 each pursuant 1o the exercise of the Employee Share Option Scheme (*ES0S”) at the
exercise price of AM1.08 per share. The premium asising from the exercise of ESOS of
RM10,559,010 has been credited to the Share Premium account.

The new ordinary shares issued during the financial period ranked pati passu in all respects with
the existing ordinary shares of the Company. There were no other changes in the issued and
paid-up capital of the Company during the financial period.

EMPLOYEE SHARE OPTION SCHEME ("E8057)

The Company implementedthe ESOS on 1 Septembar 2004. The ESOS is governed by the by-
jaws which were approved by the shareholders on 7 June 2004 and is effective for a period of &
years from the date of approval.

Details of the ESOS are set out in'Note 28 tothe financial stalemenis.

The Company has besn granted an exemption by the Companies Commission of Malaysia, the
information of which has been separately filed, from having to disclose the list of option holders
and their holdings, except for eligible employees {inclusive of Execuiive Directors) with share
options allocation of 350,000 and above. The employees who have been granted options of more
than 350,000 shares are Dato’ Anthony Francis Fermnandes and Dato’ Karmarudin Bin Meranun,
details of which are disclosed in'the secfion on Directors’ Interests in Shares below.

DIRECTORS

The Directors who have heid office during the period since the date of the last repost are as
iollows:

Dato’ Pahamin Ab, Rajab

Dato' Anthony Francis Fernandes

Dato’ Kemarudin Bin Meranun

-Concr Mc Carthy

Dato’ Leong Sonny @ Leong Khes Seong

Fam Lee Ee

Datuk Alizs Bin Ali

Dato’ Abdel Aziz @ Abdut Aziz Bin Abu Bakar

Dato’ Mohamed Khadar Bin Merican

Tan Sri Date' (B RV, Navaratnarn (Retired on 22 November 2007)

jiu]
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AIRASIA BERHAD
{incarporated in Malaysia]

DIRECTORS' REPORT (CONTINUED)

DIRECTORS' BENEFITS

During and at the end of the financial periad, no arrangements subsisted to which the Company is
a party, being arrangements with the object or objects of enabling Directors of the Gomparny ¢
acquire benefits by means of the acguisition of shares in, or debantuses of, the Company or any
other body corporate, other than the Company’s Employee Share Option Scheme (see Note 5o

the financial statements).

Since the end of the previous financiai year, no Director has received or become eniitled to receive
a benefit {other than the Directors’ ramuneration disclosed in Note 5 to the financial statements} by

reason of a contract made by the Company or & related corporation with the Director or with a firm
ol which he is & member, or with & cornpany in which he has a substantial financial interest except
as disclosed in Note 23 to the financial siatements.

DIRECTORS' INTERESTS IN SHARES

According o the register of Dirsctors’ shareholdings, particulars of interests of Directors who held
office at the end of the financial peried in shares and options over shares in the Company and its

related corporations are as follows:

Number of ordinary shares of AMG.10 gach
At At
1.7.2007 Acguired Disposed 31.12.2007

The Company

Direct inlerests

Dato’ Pahamin Ab. Rajab 2.990,875 - - ‘2,990,875
Dato’ Anthony Francis Fernandes 2827010 - - 2,627,010
Dato’ Kamarudin Bin Meranun . 100,000 1,582,800 - 1,692,300
Conor Mc Garthy 30,761,402 - {2,000,000) 28781 403
Dato’ Leong Sonny @ Leong Khee Seong 100,000 “ - 100,000
Fam Lee Ee 200,000 - - 200,000

indirect inieresis

Dato’ Anthony Francis Fernandes ™ 769,458,382 (40,000,000} 729,458,382
Dato’ Kamarudin Bin Meranun * 769,458,382 - {40,000,000) 729,458,382

L3

* By virtue of thelr interests in shares in the substantial shareholder of the Company, Tune Al
Sdn. Bhd. (“TASE"), Dato’ Anthony Francis Fernandes and Dato’ Kamarudin Bin Meranun are
deerned (o have interests in the Company to the extent of TASR's interest in accordance with

Section 6A of the Companies Act, 1965.

Number of options over ordinary shares of RM0,10 gach
At Ad
1.7.2007 Granted Exercised 51.12.2007

The Gompany
Dato’ Anthony Francis Fernarides BOG,000 - - 800,000
Dats’ Kamarudin Bin Meranun 800,000 . - 800,000

Other than as disclosed above, according to the ragister of Direciors’ shareholdings, none of the
stnar Direciors in office aithe end of the § nancial period held any interest in shares, ortions over
shares and debentures in the Company and iis related corporations during the financial pariod,

T
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AIRASIA BERHAD
{incorporaied in Malaysia)

DIRECTORS' REPORT (CONTINUED)

STATUTORY INFORMATION ON THE FINANCIAL STATEMENTS

Before the income statements and balance sheets were made ou, the Directors ook reasonable
steps:

(a} 1o ascertain that proper action had been taken in relation to the writing off of bad debts and
the making of allowance for doubtful debts and satisfied themselves that alf known bad
debts had been written off and that adequate allowance had .been made for doubtiul debts;

and

{b) 1o ensure that any current assets, other than dabts, which were unlikely to realise in the
ordinary course of business their values as shown in the accounting records of the Group
and Company had been written down to an amount which they might be expeacied so ic

realise.
At the date of this report, the Directors are not aware of any circumsiances:

(a) which would render the amounts written off for bad debis or the amount ot the allowance
for doubtiul debts in the financial statements of the Group and Company inadequalie to

any substartial extent; or

{b) which would render the values atiributed to current assets in the financial stataments of
the Group and Cormpany misleading; or

{c} which have arisen which render adherence 1o the existing method of vatuation of asseis or
liabilifies of the Group and Company rmisleading or inappropriate.

No contingent or other liability has become enforceable or is likely to become enforceable within
the period of twelve manths after the end of the financial period which, in the opinion of the
Directors, wili or may affect the ahifity of the Group or Company 1o mest their obligations as and
whien they fall due.

Arthe date of this report, thers does not exist:

{a) any charge on the assets of the Group and Company which has arisen since the snd of
the financial period which secures the liability of any other person; of

{h} any contingent liability of the Group and Company which hag arisen since the end of the
financial period,

At the date of this report, the Directors are not aware of any circumstances not otherwise dealt with
in this report of the financial statements which would render any amount stated in the financial
statements misleading.

in
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AIRASIA BERHAD

{Incorporated in Malaysia)

DIRECTORS' REPORT (CONTINUED)

STATUTORY INFORMATION ON THE FINANGIAL STATEMENTS ( CONTINUED)

In the opinion of the Directors:

{a) the results of the Group's and Company's operations during the financial petiod were not
substantially affected by any item, ransaction or event of a material and unusual nature;
and

{b} there has not-arisen in the inierval between the end of the financial period and the-date of
this report any item, transaction or event of a maierial and unusual nature likely to affect

substantially the results of the operations of the Group and Company for the financial
period in which this report is made.

AUDITORS

The auditors, PricewaterholiseCoopers, have expressed their willingness to continue in ofiice.

san
i accordance with a resoiution of the Board of Directors dated 34 0 ﬁ?? sfii'ﬁﬁ

s "
DATO ANTHONY FRANCIS FERNANDES DATO KAMARLIDIN BiN MERANUN
DIRECTOR DIRECTOR

&t
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AIRASIA BERHAD
(Incorporatad in Malaysia)

INCOME STATEMENTS

FOR THE 8 MONTHS FINANCIAL PERIOD ENDED 31 DECEMBER 2007

Group Company
6 months & moriths
financial Financial financial Financial
period ended  year ended period ended  year ended
Note 31,12.2007 30.6.2007  31.12.2007 30.6.2007
RMO00 BRM'00C RNEO00 RM'Q00
Revenue 4 1,084,377 1,603,261 1,091,346 1,583,878
QOperating expenses
- Staff costs 5 (111,682) (183,422) (110,969) (182,108)
- Depreciation 11 (120,031) (161,073) {120,031} (161,032)
- Ajreraft fusl expensss (443,831) {699,640) (443,831) (69%,640)
- Maintenance, overhaul, user
charges and other related expenses {148,641} {271,684) (148,119) (268,687)
- Dther operating expenses 5] {73,403) {112,208) (72,902} {111,152)
Cther income 7 11,383 86,565 11,355 86,442
Operating profit 208,182 251,799 208,848 257,800
Finance income 8 148,251 108,521 148,251 108,521
Finance costs 8 (79,718} {B8,361) {79,718} 88,361)
Share of resulis of associaies - (3,910) - -
Profit before taxation 276,715 278,049 275,382 277,860
Taxation
- Gurrent taxation 9 (1,504) (5,118) (1,504) (5,014)
- Deferrad {axation 2] 150,489 225,126 150,489 225,126
148,885 220,008 148,985 220,112
Net profit for the financial periodfysar 425 700 498 057 424 357 498,072
Atitinable to:
- aquity holders of the Gompany 425700 498,045 424 367 408 4072
- mingrity interests - 12 - -
Net profit for the financial periodfyear AR5 700 488 057 424 867 468,072
Earnings per share (seri)
- Basic 10 184 2.2
- Diluted .10 17.8 21.0

The notes on pages 13 o 87 form part of these fimancial sigtemenis.
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AIRASIA BERHAD
{tncorporated in Malaysia)

BALANCE SHEETS AS AT 31 DECEMBER 2007

NON-CURRENT ASSETS

Property, piant and equipment

Investment in subsidiaries

nvestment in a jointly
cortrolled entity

Investment in associates

Other investmenis

Goodwill

Deferred tax assets

Receivables and prepaymerits

CURRENT ASSETS

inventories

Other investments

Receivables and prepaymenis

Depesits on aireraft purchase

Amounts due from subsidiaries

Amount due fram a jointly
controlled entity

Amounts due from associates

Deposits, cash and bank balances

LESS: CURRENT LIABILITIES

Trade and other payables
Amounts dus to subsidlaries
Amount due to ajoinily
controlled sntity
Amounis due to assbclates
Hire-purchase payables
Borrowings {secured)
Gurrent tax Habilities

NET CURRENT ABSETS

Note

11
12

13
14
15
16
17
18

19
15
18
20
21

22
23

24
25

21

26
27

Group Company

31.12.2007 30.6.2007 31.12.2007 30.6.2007
RWreoo BMO00 R'000 RM000
4,352,770 2,959,817 4,351,806 2,958,953
- - 22,194 22,194

29 29 29 29

26,728 67 26,728 67
8,738 B,738 - -
479,708 329,216 479,705 329,216
65,405 45,484 85,405 46,484
4,933,375 3,344,351 4,945 967 3,358,843
17,567 g.512 17.619 8,982
30,882 34,136 30,892 34,138
539,201 308,950 537,212 308,027
318,251 317,296 318,251 317,286

- - 99,725 14,871

95,622 92,182 - 281,221
88,168 77432 88,168 77,432
425,185 595,243 427,080 591,138
1,514,886 1,434,751 1,512,357 1,433,083
520,881 557,786 510,834 548,171

. . 11,3589 12,485

21,337 - 21,337 -
3,781 * 3,761 -

77 77 77 77
278,550 251,097 278,550 251,087
5,178 4575 5,478 4.575
829,784 813,545 931,106 814,405
585,112 621,208 581,251 518,678

~i
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AIRASIA BERHAD
(Incorporated in Malaysia}

BALANCE SHEETS AS AT 31 DECEMBER 2007 (CONTINUED)

Group Compatsy
Note 31.12.2007 30.6.2007 31.12.2007 30.8.2007
AM000 RM'000 RNM000 - RMO00

NON-CGURRENT LIABILITIES
Hire-purchase payables 26 149 188 148 188
Borrowings {secured) 27 3,419,121 2,303,488 3,419,121 2,303,488
3,419,270 2,303,676 3,418,270 2,303,678
2,099,217 1,661,881 2,107,948 1,671,945

CAPITAL AND RESERVES

Share capital 28 237,154 238,077 237,154 238,077
Share pramium 732,737 722178 732,737 722178
Foreign exchange reserve 592 582 - -
Retainec easnings 29 1,128,734 702,995 1,138,057 718,880
SBhareholders’ equity 2,088,217 1,661,842 2,107,848 1,671,845
Minority interests 39 - -
2089217 1,661,881 2,107,948 1,671,945

The notes on pages 13 10 87 form pant of these financial statements.
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Company No.
284669 | W

AIRASIA BERHAD

{Incorporated in Malaysia)

STATEMENTS OF CHANGES IN EQUITY

FOR THE 6 MONTHS FINANGIAL PERIOD ENDED 31 DECEMBER 2007

(CONTINUED)
Issued and fully paid !
ardinary shares Non-
of BMO0.10 each distributable Distributable
Number Nominal Share Retained
Note of shares value premium garnings TFotal
000 BM00 RMQCO RAMODG RM'000
Company
A1 July 2006 2,346,487 234,649 708,185 215,618 1,158,452
Net profit for the:
financial year - - - 498,072 498,072
lssuance of shares
- pursuant to the
Employees’
Share Cption
Scheme (‘£S057) 28 14,279 1,428 13,893 - 15,421
‘ |
At 30 June 2007 2,350,766 236,077 722,478 713,690 1,671,945 '
Net profit for the
financial period - - 424,367 424,367
Issuance of shares
- pursuant to the
Employees’
Share Option i
Scheme {(ESCS) 28 10,775 1,077 10,8659 - 11.636 '
At 31 December 2007 2,371,541 P37.154 732,737 1,138,087 2,107,948

The notes on pages 13 to 67 form part of these financial statements.
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AIRASIA BERHAD

{Incorpaorated in Malaysia)

CASH FLOW STATEMENTS
FOR THE 6 MONTHS FINANCIAL PERIOD ENDED 31 DECEMBER 2007

Group Company

8 months & months
financial Financial financial Financial
period ended  year ended periodended  year ended
31.12.2007 30.6.2007 31.12.2007 30.6.2007

RM'000 RM'000 8M000 RM'000
CASH FLOWS FROM
OPERATING ACTIVITIES
Prafit nefore taxation 278,715 278,049 275,382 277,960
Adiustments:
Share of results of associates - 3,910 - -
Property, plant and equipment
- Depreciation 129,761 175,366 129,761 175,325
- Write off 476 - 478 .
- Loss on dispaesals 5 299 5 299
Amortisation of long term prepayments 4,628 3,116 4,628 3,116
Amortisation of other invesiments & 11 6 11
(Reversal ofyfaliowance for doubtiul dabts {2,487) 2,952 (2,467) 2,952
Unrealised foreign exchangs gain (108,340) {61,882} {108,340} (61,882)
Interest expense 88,202 104,038 88,292 104,038
Interest incoma (13,820) (27,012} {13,820) (27,012)

375,256 478,846 373,923 474,806

Changes in working capital:

inventories {8,055) 1,066 (8,057} 908
Recelvables and prepayments {218,408} {35,064) (217,343 (34,877)
“Trade and other payables 140,630 228,260 142,208 220,043
intercompany balances 19,922 {18,822) 9,613 (11,117
Cash generated from operations 300,344 654,186 300,344 B49,781
imerest pald (B7,497) {84,240} (57,497) (84.240)
inierest received 13,820 27,012 13,820 27,012
Tax paid {(901) (1.838) {801) {1,734)
Net cash from operating activities 255,766 595,120 255,766 580,799

11
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AIRASIA BERHAD

{incorporated in Malaysia)

CASH FLOW STATEMENTS

EOR THE 6 MONTHS FINANCIAL PERIOD ENDED 31 DECEMBER 2007

(CONTINUED)

MNote

CASH FLOWS FROM
INVESTING ACTIVITIES

Property, plant and equipment

~ Additions

- Proceeds from disposais

Deposit on aircraft purchase

Long lerm prepayments

Additional other investments
Additional investment in a subsidiary
Additional investment in an associate

Net cash used in invesiing activities
CASH FLOWS FROM
FINANCING ACTIVITIES

Proceeds from aliotmant of shares
Hire-purchase instalments paid

Proceeds from borrowings 28
Repayment of borrowings
Daposits pledged as sacurities 23

Net cash from financing activities

NET (DECREASE)/INCREASE FOR
THE FINANCIAL PERIOCD

CASH AND CASH EQUIVALENTS
AT BEGINNING OF THE
FINANCIAL PERICD

CASH AND CASH EQUIVALENTS
AT END OF THE FINANGIAL
PERIOD 23

Group Company
6 months & monihs
financial Financial financial Financial
period ended  vear ended period ended  year ended
31.12.2007 30.6.2007 31.12.2007 30.6,2007
RVo00 BhO0C RMOGO RR0DO
(1,532,571} (1,878,510} (1,532,671 ) (1,878,503)
1 5,021 1 5,021
{955) {48,662} {955} {48,662)
{23,549) {13,211) (23,549) {13,211)
{23,423) {3,440 (23,423} {3,440)
- - - (100}
{3,510y - -
{4.580,497) {1,842,712) (1,580,497} (1 J038,8a5)
11,638 15421 11,636 15,421
(39) {178) {39} {138}
1,273,434 1,803,306 1,273,434 1,803,308
(130,348) {301,357) {130,348} {301,357}
{14,082} (8,162) {14,082) {(8,162)
1,140,801 1,509,032 1,140,601 1,509,075
(184,130} 161,440 {184,130) 160,979 7
574,347 412,907 BE0,242 408,285
320,217 574,347 384,112 870,242

The potes on pages 13 1o 87 fonm part of thess financial stalemants.

-k
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AIRASIA BERHAD

{incorporated in Malaysia)
NOTES TO THE FINANCIAL STATEMENTS — 31 DECEMBER 2007

GENERAL INFORMATION

The principal activity of the Company is that of providing air fransportation services. The principal
activities of the subsidiaries are described in Note 12 to the financial statements. There was no
significant change in the nature of these activities during the financial period.

The address of the registered office of the Company is as follows:

25-5, Block H

Jalan PJU1/37, Dataran Prima
47301 Petaling Jaya

Selangor Darul Ehsan

The address of the principal place of business of the Company is as follows:

LCC Terminal

Jalan KLIA 83
Southern Support Zone
KL internationai Airport
64000 Sepang
‘Selangor Darul Ehsan

SUMMARY OF SIGNIFICANT AGCOUNTING POLICIES

Uinless otherwise stated, the following accounting policies have been applied consistently in
dealing with items that are considerad maierial in relation to the financial statemenis:

{a} Basis of preparation of the financial staternents

The financial staternants of the Group and the Company have been prepared in
accordance with Financial Reporting Standards {FRSs’), the Malaysian Aocounting
Standards Board (MASB’) approved accounting standards in Malaysia for Entilies Other
Than Private Eniities and comply with the provisions of the Companies Act, 1965.

During the financial period, the Group and the Company have adopied new and revised
ERSs which are mandatory for the financial period beginning on or after 1 July 2007 as
dascribed in Note 2(a){i) below.

“The financial staternents of the Group and Company have been prepared under the
historical cost convention except as disclesed in the Significant Accounting Policies below.

The prasentation of the Income Statement has been changed during the financial petiod as
the Directors are of the opinion that this better refiects the operations of the Group and
Company.
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AIRASIA BERHAD
{Incorporated in Malaysia)

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2007 (CONTINUED)

SUMMARY OF SIGNIFICANT ACCOUNTING POLIGIES (CONTINUED)

{a)

Basis of preparation of the financial statements {continued)

The preparation of financial statements in conformity with FRSs, the MASE approved
accounting standards in Malaysia for Entities Other Thar Private Entities, requires the use
of certain critical accounting estimates and assumptions that affect the reporied amounis
of assets and liabilities and the disclosure of contingent assets and iiabitities at the date of
the financial statements, and the reported amounts of the revenue and expenses during
the reported financial period. It also requires ‘Direciors to exercise their judgement in the
process of applying the Group's accounting policies, Although these estimates and
judgement are based on the Direclors” best knowledge of current events and actions,
aciual results may differ.

The areas involving a higher degree of judgement or complexity, or areas where
assumptions and estimates are significant to the Group's and the Company's financial
stalements are disclosed in Note 3 lo the financizl statements.

Standards, amendmenits to published standards and Interpratations Committee (15"}
interpretations to existing standards that are applicable and are effective

The following standards are effective for the Group and Company’s financial period
beginning 1 July 2007:

« FRS 107 Cash Flows Siatements

« FRS 118 Revenue

« FRAS 124 Aelated Party Disclosures

« FAS 134 interim Financial Reporting

» FAS 137 Provisions, Contingent Liabilities and Contingent Assets

. Amendment io ERS 121 The Effects of Changes in Foreign Exchange Rates

« IC Interpratation 1. Changes in Existing Pecommissioning, Restoration and Simiiar
Liabilities
The Company early adopted FRS 112 "Income Taxes” in the previous financial year.

Al changes in the accounting policies have been made in accordance with the transitional
provisions In the respactive siandards, amendmeants 10 the published standards and 1C
interpretations to existing standards. All standards, amendments to published standards
and interpretations to existing standards adopted by the Giroup and Company reguire
refrospective application,

The new accounting standards and amendments 1o published standards do not have a
significant impact fo the Group and Company’s financial statements.

14
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AIRASIA BERMHAD
(Incorporated in Malaysia)

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2007 (CONTINUED)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
(8} Basis of preparation of the financial statements {coniinued)

)] Standards, amendments to published standards and interpretations to existing standards
that are effective but not redevart

The following standards, amendrments to published standards and interpratations 10
existing standards are mandatory for accounting periods beginning on or after T July 2007
but are not relevant for the Group’s operations:

« FRS 5 Exploration for and Evaluation of Mineral Resources
+ FRS 111 Consiruction Contracts

« FRS 117 Leases

«  Amendments to FRS 11944 Employee Benefits — Actuarial Gains and Losses, Group
Pians and Disclosures

» FRS 120 Accounting for Government Grants and Disclosure of Government
Assistance

= |G Interpretation 2 Members’ Shares in Co-operative Entities and Similar Instruments

« [ Interpretation 5 Rights to Interests arising from Decommissioning, Restorgtion and
Environmenital Rehabllitaiion Funds

+ IC Interprefation 6 Liabilities arising from Participating in a Specific Market - Waste
Electrical ang Electronic Equipment

« IC Interpretation 7 Applying the Restaternent Approach under FRS 129,004 Financial
Reporting in Hyperinflationary Economies

« IC Interpretation 8 Scope of FRS 2

i) Standards, amendments to published standards and iC interprefations to existing
standards thai are not yet effective and have not been early adopted

ERS 139 Financial Instruments: Recognition and Measurement (effective date yst to be
determined by Malaysian Accounting Standards Board). This new standard establishes
principles for recognising and measuring financial assets, financial liabiliies and some
contracts fo buy and sell non-financial items. Hedge accounting is permitted only under
strict circurnstances. The Group has applied the transitional provision in FRS 139 which
exempt entities from disclosing the possible impact arising from the inftial application of
this standard on the financial statements of the Group. The Group will apply this standard
when effective.
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SUMMARY OF SIGNIFICANT ACCOUNTING PCLICIES {CONTINUED)

(b} Group accounting

{0

Subsidiaries

Subsidiaries are those corporations or other entities (inciuding special purpose
entities) in which the Group has power (o exarcise control over the financial and
operating policies so &s to obtain benefits from their activities, generally
accompanying a shareholding of more than one half of the voling rights. The
existence and effect of potential voting rights that are currently exercisable or
convertible are considered when assessing whether the Group controts another
entity.

Subsidiaries are consolidated using the purchase method of accouniing. Linder
the purchase method of accounting, subsidiaries are fully consolidated from the
date on which control is transferred o the Group and are excluded from
consolidation from the date that control ceases. The cost of an acguisition s
measured as the fair value of the assets given, equity instruments issued and
liabilities incurred or assumed at the date of exchange, piUs: costs directly
attributable to the acquisition.

Igentifiable assets acquired, liabllities and contingent liabilities assumed in a
business combination are measured initially at their fair values at the acquisition
date, irrespective of the extent of any minority interest. The axcess of the cost of
acquisition over the fair value of the Group's share of the identifiable nat assets
acquired at the date of acquisition is recorded as goodwill. If the cost of
acquisition is less than the falr value of the Group's share of net assets of the
subsidiary acquired, the difference is recognised directly in the consolidated
income statement (see Note 2{c) on goodwill).

Minority interests represent that portion of the profit or loss and net assets of
subsidiaries attributable to equity interest that are not owned, directly or indirectly
through the subsidiaries by the parerd. ftis measurad ai the minorities’ share of

“4ha iair values of the subsidiaries’ identifiable assets and liabiiities at the

acquisition date and the minorities’ share of changes in subsidiaries” equity since
that date. Separate disclosure is made of minority interests.

Intragroup transactions, balances and unrealised gains or josses on transactions
between Group companies are sliminated. Accounting policies of subsidiaries
have been changed where necessary 1o ensure consistency with the accouniing
policies adapted by the Group.

The gain or loss on disposal of a subsidiary is the difference between the riet
disposal proceeds and the Group's share of the subsidiary's net agsets as of the
date of disposal, including the cumulative amount of any exchange differences
that relate to that subsidiary which were previously recognised in equity, and is
recognised in the consolidated income staternent.




Corpany No.
284668 | W

AIRASIA BERHAD

{incorporated in Malaysia)
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SUMMARY OF SIGNIFICANT ACCOUNTING POLIGIES {CONTINUED)

{b} Group accounting {continued)
] Jointly controlled entifies

Jointly controlled entities are corporations, partnerships or athsr entities over
which there is contractually agreed sharing of conirol by the Group with one or
more parties where the strategic financial and operation decisions relating 1o the
antity reguires unanimous consent of the parties sharing control.

The Group’s interast in jointly controlled entities is accounted for in the
consolidated financiat statements using the eguity method of accounting as
described in Note 2{b}(iil}.

The Group’s share of its jointly controtied entities post-acquisition profits or losses
is recognised in the consolidated income statement, and its share of post-
acquisition movements in reserves is recognised within reserves. The cumiative
post-acquisition movements are adjusted against the carrying amount of the
nvestments. When the Group's share of losses in jointly conirolled entities equals
or excesds its interest in the jointly controfled entities, including any other
unsacured receivables, the Group’s interest is reduced to nil and recognition of
further loss is discontinued except to the extent that the Group has incurred legal
or construciive obligations or made payments on behalf of the jointly controlied
entities,

The Group recognises the portion of gains or losses on the sale of assets by the
Group to the jointly controlled entities that is atiributable to the other venturers.
The Group does not recognise its share of profits or losses from the jointly
controlied entities that result from the purchase of assets by the Group from the
jointly controlled entities until it resells the assets to an independent party.
However, a loss on the transaction is recognised immediately if the loss provides
evidence of a reduction in the net realisable value of current assefs or an
impairment loss.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(b Group accounting (continuad)

gy

Assoclates

Associates are corporations, parinerships or other entities in which the Group
exercises significant infiuence but which it does not controk, generally
accompanying a shareholding of between 20% and 50% of the voting rights.
Significant infiuence is the power to participate in the financial and operating policy
decisions of the associates but not control over those policies.

Investments in associates are accounted for in the consclidated financial
statements using the equity method of accounting. Equity accounting is
discontinued when the Group ceases to have significant influence over the
associates. The Group's investments in associates includes goodwill identified on
acquisition, net of any accumulated impairment loss {see Note 2(c)).

The Group’s share of its associates’ post-acquisition profits or insses is
recognised in the consolidated income statement, and its share of post-acguisition
movements in reserves is recognised within reserves. The cumulative post-
acquisition movements are adjusted against the carrying amount of the
nvestments. When the Giroup's share of losses in an associate equals or
excoeds its interest in the associate, including any other unsecured receivables,
the Group’s interest is reduced 1o nil and recognition of further loss is discontinued
excent to the extent that the Group has incurred legal or consiructive abiigations
or made payments on behalf of the asscciate.

The results of associates are taken from the most recent financial statements of
the associates concerned, made up to dates not more than three months prior 1o
the end of the financial period of the Groug.

Unrealised gains on transactions betwean the Group and its associates are
aliminatad 1o the extent of the Group’s interest in the associates; unrealised losses
are also sliminated unless the fransaction provides evidence of an impairment of
e asset transferred. Wheate necessary, in applying the equity method,
appropriate adjustments are made to the financial statements of the associates o
ensure consistency of accounting policies with those of the Group.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {(CONTINUED)

{c)

Goodwiil

Goodwill reprasents the excess of the cost of acquisition of subsidiaries over the Group’s
share of the fair value of the identifiable net assets including contingent liabifities of
subsidiaries aithe date of acquisition.

Goodwil! is carried at cost less sccumuiated impairment iosses. Goodwill is iested for
impairment at least annually, or when svents or circumstances ocour indicating that an
impairment may exist. Impairment of goodwill is charged to the consolidated income
statement as and when it arises. Impairment losses on goodwill are not reversed. Gains
and losses on the disposal of an entity include the carrying amount of goodwilt relating to
the entity disposed.

Goodwill is altocated o cash-generating units for the purpose of impairment testing. Each
cash-generating unit or & group of cash-generating units represents the lowest level within
the Group &t which goodwill is monitored for internal management purposes and which are
expected 1o benefit from the synergies of the combination.

Goodwill on acquisition of jointly controfled entities and associates is inciuded in the
investments in jointly controlled entilies and associates respectively. Such goodwitl is
tested for impairment as part of the overalf invesiment amount.

Property, plant and eguipmaent

Propetty, plant and equipment are stated at cost less accumulated depreciation and
impairment losses. Depreciation is calculatad using the straighi-line method to write-off
the cost of the assets 1o their residual values over their estimated useful lives. The uselul
lives for this purpose are:

Alrcrait
- engines 7 - 25 years
- girframe 7 — 25 years
- service potential 713 years
Aifrcraft spares 10 years
Aircraft fixtures and fitlings Useiul fife or, remaining lease
term of aircraits, whichever is shorter
Buildings 25 5Q years
Motor vehicies 5 years
Office equiprment, furnfture and fittings 5 years
Qffice renovation ' 5 years
Simulator equipment 25 years
Operating plant and ground equipment 5 years
Kitchen equipmant S years

Resldual values, where applicable, are reviewed annualty against prevailing market rates
at the balance sheet date for eduivaient aged assets and depreciation rates are adjusted
accordingly on a prospective basie. The estirated residual value for aireratt airframes and

engines is 10% of their cost.

Sssets not vat in operation are stated at cost and are not depraciated uritll the msswis are
reaciy for their infended Uss,
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(c}

{e)

Property, plant and eguiprment {continued)

An element of the cost of an acquired aircraft is attributed on acquisition to its service
potential reflecting the maintenance condition of its engines and airframe. This cost, which
can egquate 1o a substantial element of the total aircraft cost, is amortised over the shorter
of the period to the next checks or the remaining fife of the aircraft.

The cost of subsequent major airframe and engine mainienance checks as well as
upgrades to leased assets are capitalised and amoriised over the shorter of the period to
the next check or the remaining life of the aircraft.

At each balance sheet date, the Group assesses whether there is any indication of
impairment. If such an indication exists, an anaiysis is parformed to assess whether the
carrying amount of the asset is fully recoverable. A write down is made if the carrying
amount exceeds the recoverable amount. See accounting policy Note 2(f) en impairment

of assets,

Gains and losses on disposals are determined by comparing proceeds with the: carrying
amount and are included in profit/(loss) from operations.

Advance payments and option payments made in respect of aircraft purchase
commitments and oplions to acquire aircraft where the balance is expecied fo be funded
by morigage financing are recorded at cost. On acquisition of the related afrcrafl, these
payments are included as part of the cost of aircraft and are depreciated from thaf date.
Where the balance of payment is expected fo be funded by lease financing, the advance .
payments are classified 2s deposits. i
|

Invesimenis

Investments in subsidiaries, jointly controlled entities and associates are stated-at cost
less accumiated impairment losses. Where an indication of impairment exists, the
carrying amount of the investment is assessed and written down immediately to its
recoverable amount (see Note 2{(f}).

Investmenis in other non-current investments are shown at cost and an allowance for
diminution in vaiue is made, where in the opinion of the Direclors, there is a deuline other
than temporary in the value of such investments. Where there has been a deoline other
than temporary in the value of an investment, such a decline is recognised as an expense
in the period in which the decling is identified.

On disposal of an investment, the difference between net disposal proceseds and its
carrying amount is charged/credited to the income staterment.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLIGIES (CONTINUED)

()

Impaimment of asseis

Assets that have an indefinite useful life are not subject to amortisation and are tested for
impairment annually, or as and when events or circumstances ocour indicating that an
impairment may exist, Property, plant and equipment and other non-current assets,
including intangible assets with definite useful lite, are reviewed for impairment losses
whenever evenis or changes in circumstances indicate that the carrying amount may not
be recowverabie. An impairment loss is recognised for the amount by which the carrying
amount of the asset exceeds its recoverable amount. The recoverable amount is the
higher of an asset's fair value less cost to seli and valus-in-use. For the purpose of
sssessing impairment, assets are grouped at the lowest level for which there is separately
identifiable cash flows {cash-generating units). Assets other than goodwill thal suffered an
impairment are reviewed for possible reversal at each reporiing date.

Any impairment loss arising is charged [0 the income slatement unless it reverses a
srevious revaluation in which case it is charged to the revaluation surplus. Any
subsequent increase In recoverable amount Is recognised in the income siatement unless
it reverses an impalrmant loss on a revalued asset in which case it is 1@ken 10 revaluation

surplus.
KMaintenance and overhaul

Owned aircraft

The accounting for the cost of providing major airframe and certain engine maintenance
checks for own aircraft is described in the accounting policy for property, plant and
gquipment.

Leased abrcraft

Where the Company has a commitment to maintain aircrait heid under operating ieases,
provision is made during the lease term for the rectification obligations contained within the
lease agreements. The provisions are based on estimated future costs of major airframe,
gertain engine maintenance checks and one-off costs incurred at the end of the lease by
making appropriate charges io the income statement calculated by reference to the
number of hours or cycles operated during the financial period.
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)

Leases
Finance |leases

Leases of property, plant and equipment where the Group assumes substantially all the
benefits and risks of ownership are classified as finance leases.

Finance leases are capitalised at the estimated present value of the underlying lease
payrments at the date of inception. Each lease payment is allocaled between the lizbility
and finance charges so as to achieve a periodic constant rate of interest on the balance
outstanding. The corresponding rental obligations, net of finance charges, are included in
payables. The interest elernent of the finance charge is charged to the income statement
over the lease period so as to produce a constant pericdic rate of interest on the remaining

halance ot the liability for each period.

Property, plant and equipment acquired under finance iease contracts are depreciated
over the estimated useful life of the asset, in accordance with the annual rates stated in
Note 2(d) above. Where there is no reasonable certainty that the ownership will be
transforred to the Grolip, the asset is depreciated over the shorter of the Isase term and its

useful iife,

Operating leases

| sases of assels whare significant portion of the risks and rewards of ownership are
retained by the lessor are classified as operating leases. Paymenis made undsr operating
leases {net of incentives received from the lessor) are charged io the income statement on
a straight-iine basis over the lease period.

Assets leased out by the Company under operating leases are included in property, plant
and equipment in the balance sheet. They are depreciated over their expected useful
tives an a basis consisient with similar owned property, ptant and equipment, Rental
income (net of any incentives given o lessees) is recognised on a straight line basis over
the lease term. The rental income from leased aircraft is included as part of depreciation
rharges and finance cost,

thventories

inventories comprising spares and consumables. used internally for repairs and
maintenance are stated at the lower of cost and net realisable value.

Cost ie determined on the weighted average basis, and comprises the purchese price and
inciderttals incurred in bringing the inventories to their present location and condition.

Net realisable value represants the estimated selling price in the ordinary course of
business, less all estimated costs o completion and applicable variable selling expenses.
In arriving ai net realisable valug, due allowance is made for &l damaged, obsolete and
slow-moving fems.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
{i Receivables

Receivables are carried at invoiced amount less an allowance for doubtiul debis based on
general and specific review of all outstanding amounts at the financial period end. Bad
debts are written off during the financial period in which they are identified,

14 Cash and cash eguivalents

For the purpose of the cash flow statements, cash and cash equivalents comprise cash on
hand, bank balances. demand deposits, bank overdraits and other short term, highly liquid
investments with original maturities of three months or less. Deposits held as pledged
securities for term loans granted are not included as cash and cash equivalents.

] Share capiial
{i) Classification

Ordinary shares with discretionary dividends are classified as equity. Other
shares are classified as equity and/or itability according to the economic
substancs of the particular instrument,

Diistributions to holders of a financial insirument classified as an equity instrument
are charged directiy to sgquity.

{i Share issue costs

Incremental external costs directly aitribuiable to the issuance of new shares of
optians are shown in equity as a deduction, net of tax, irom the proceeds.

fiil) Dividends to shareholders of the Company

Dividends are recognised as a liability in the period in which they are deciared.

{m) Borrowings

Borrawings are initially recognised based on the proceeds received, net of fransaction
costs incurred. The finance costs which represent the difference between the net
proceeds and the total amount of the payments of these borrowings are ailocated 10
perinds over the term of the borrowings at & constant rate on the carrying amount and are
charged to the income statsment.

Interest, dividends, losses and gains relating to a financial instrumeant, or a component
part, classified as a liability is reported within finance cost in the income statement.

Borrowings are classified as current ilabilities unless the Group has an unconditional right
io defer settlerment of the fiability for at laast twelve months after the balance sheet date.



