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AIRASIA BERHAD

(incorporated in Malaysia)

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

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(n}

{0

income taxes

Current tax expense is determined according to the 1ax laws of gach |urisdiction in which
the Group operates and include all taxes based upon the taxabie profits, including
withholding taxes payable by foreign subsidiaries, jeintly controlled entities or associales

on distributions of refained earnings to companies.

Deferred tax is recognisad in full, using the liability method, on temporary differences
arising between the amounts atiributed to assets and liabilifies for tax purposes and their
carrying amounis in the financial stalements,

Deferred tax assets are recognised for the carryforward of unused tax losses and tax
credits (including investment tax aliowances) to the extent that it is probable that taxable
orofits will be available against which the unutilised tax losses and unused tax credits can

be utilised.

Deferred tax is recognised on temporary differences arising on ivestments in

subsidiaries, jointly controlled entities and associates except where the timing of the
reversal of the temporary difference can be conlrolled and it is probabie that the temporaty
difference will not reverse in the foreseeable fuiure.

The Group’s share of income taxes of jointly conirolled entities and associates are
included in the Group's share of resuits of jointly controlled entities and associates.

Deferred tax is determined using tax rates {(and tax laws) that have been enacted of
substantially enacted by the balance sheet date and @re expeciedioc apply when the.
related deferred tax asset is realised orthe deferred tax liability is settled.

Empioyse benefits

{) Short term employes benefits

Wages, salaries, paid annuga! leave and sick leave, bonuses and non-moenatary
benefits are accrued in the period in which the associated services are rendered
by the employess of the Group.

(i} Defined coniribution plan

The Group's contributions to the Employees’ Provident Fund are charged to the
income statement in the period to which they refate. Once the contributions have
been paid, the Group has no further payment obligations. Prepaid contributions
are recognised as an asset 10 the exient that a cash refund of a recduction in the
future payments is available.

{iil) Share based paymenis

RS P — Share-based Payvment requires recognition of share-baged payment
transactions including the vakie of share options in the financial statements.
There was no financial impact foliowing the prospsctive application of FRS 2 with
effact from 1 July 2008 &s all the share aptlons of the Company were fully vastad
as at 1 July 2008,
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AIRASIA BERHAD
(Incorporated in Malaysia)

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

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

{p}

Revenue recognition

Scheduled passenger flight and chartered flight income are recognised upon the rendering
of transportation services and where applicable, are stated net of discounts. The value of
seats sold far which services have not been rendered is includad in current fiabilities as
sales in advance.

Revenue includes only the gross inflows of economic benefits received and receivabie by
the Company. Revenue includes fuel surcharge, insurance surcharge and administrative
fees. Cargo, freight and other related revenue are racognised upon the completion of
services rendered and where applicable, are stated ngt of discounts.

Amoaunts collected on behalf of governments or other regulatory bodies are excluded from
revenue.

Interest and rental income are recognised on an accruals basis.
Foreign currencies

(5] Functional and preseniation currency

tamns included in the financial statemants of wach of the Group's entities are
maastred using the currency of the primary economic environment in which the
entity operates (‘the functional currency’). The consolidated financial statements
are presented in Ringgit Malaysia, which is the Company's functional and
presentation currency.

{ii) Transactions and balances

Foreign currency iransactions are translated info the functional currency using the
exchange rates prevailing ai the dates of the transactions. Foreign exchange
gains and losses resulting from the settlerment of such fransactions and from the
franslation at year-end exchange rates of monetary asseis and liabilities
denominated in foreign currencies are recognised in the: income statement.

{if) Grous companies

Tha resulis and financial posiion of sl the group entities (none of which has the
surrency of a hyperinfiationary economy} that have a functional currency differant
from-the presentation curreney are translated info the presentation currency as
follows:

i assets and liabilities for each balance sheet presented are transiated at
the clusing rate at the date of that balance sheet;

(i} incoma and expenses for each income statement ars translated at
average exchange rates (uniess this average is not a reasonable
approximation of the cumulative sfiect of the rales prevaliing on the
transaction dates, in which case incoms and expenses are trahislated at
the dates of the transactions); and

i all resulling exchangs differences are recogniser! 83 & separais
gomponrent of equily,
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AIRASIA BERHAD

(lncorporated in Malaysia)

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2007 {CONTINUED]

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {(CONTINUED})

{a)

{s)

Foreign currencies (continued)

On consolidaiion, exchange differences arising from the transiation of the net investment
in foreign operations are taken to shareholders’ squity. When a foreign operation is
disposed of or sold, such exchange differences that were recorded in equily are
recognised in the income statemert as part of the gain or loss on disposal.

Contingent ilabiiities

The Graup does not recognise a contingent liability but discloses its existence in the
financial statements. A contingent liability is a possible cbligation that arises from past
evenls whose existence will be confirmed by uncerain future evenis beyond the canirol of
the Group or a present obligation that is not recognised because it is not probable that an
outfiow of resources will be required to settle the obligation. A contingent liability also
arises In the extremely rare circumstance where there is a fiability that cannot be
recognised because it cannot be measured reliably.

in the acquisition. of subsidiaries by the Group gnder a business combination, the
contingent liabilites assumed are measured initially at their fair values at the acquisition
daie, irrespactive of the extent of any minority interest.

The Group recognises separately the contingent liabilities of the acquirees as part of
aliocating the cost of & business sombination where their fair values can be measured
reliably. Where the fair values cannot be measured refiably, the resulting-effect will be
reflected in the goodwill asising from the acquisttions.

Subsequent to the inifial recognition, the Group measures the contingent liabilities that are
recognised separately at the date of acquisition at the higher of the amount thal would be
recognised in accordance with the pravisions of FRS 137 ‘Provisions, Condingent
|iabifities and Contingent Assets’ and the amount initially recognised less, when
appropriate, cumulative amortisation recognised in accordance with FRS 118 ‘Hevenue'.

Einancial instruments

{i) Description

A financial instrument is any contract that gives rise to both & firanclal asset of
one enterprise and a financial liabitity or eguity instrument of anothar enterprise.

A financial asset Is any asset that is cash, a contractual right 10 receive cash or
another financial asset from another enterprise, a confractual right to exchange
financial instruments with another enterprise under conditions that are potentiatly
tayourable, or an eguity instrument of another enterprise.

A financial liability is any ability that is & contraciual obligation fo deliver cash or
another financial assei to another enterprise, or 1o exchange financial instruments
with another enterprise undar conditions that arg potentially unfavourable.

£ Financial instruments recognissd on the balance shest
The particular resognition and measurement method tor financial inslruments

recognised on the balance sheel is disciosed inthe individusl actounting poliny
note assosigted with gach fem.

26
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AIRASIA BERHAD

{incorporated in Malaysia)

NOTES TO THE FINANCIAL STATEMENTS - 31 DEGEMBER 2007 {CONTINUED}

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) -
(s Financial instruments {continued)
{Hiy Finanecial instruments not recognised on the balance sheet

The Group is a party to financial instrumertts that cormprise fuel option contracts,
foreign currency forward contracts and interest rate swap coniracts.

These instruments are not recognised in the financial statements on inception.

Fuel option contracts

The Group is a party 10 contracts o protect the Group from volatile’ movements in
fual prices. Gains and losses arising frorn fuel options contracts are recognised in
the income statement anly upon delivery of fuel.

Forsign currency forward contracis

The Group enters into foreign currency forward contracts to protect the Group
from movements in exchange rates by esiablishing the rats at which a foreign
currency asset or liability wilt be settled.

Exchange gains and josses on such contracts are recognised in the income
statement when setfied.

Interest rate swap contracis

The Group enters into interest rate swap coniracts o protect the Group fromany
differential 1o be paid or received on an interast rate swap contract, which'is
recognised as a component of interest income or expense over tha period of the
coniract. Gains and losses-on early terminaiion of interest rate swaps or on
repayment of the borrowing are taken 1o the income statement

{iv) Fair value estimation for disclosure purposes

The fair value of publicly fraded derivafives and securities is based on guoted
markel prices at the balance shest date. The fair value of interest rate swaps is
calculated as the present vaiue of the estimated future cash flows. The fair vaius
of foreign exchange forward and fuel option contracts is determined using forward
exchange rmarket raies af the balance shieet date.

In assessing the fair value of other derivatives and financial instruments, the
Group Uses & variety of methods and makes assumptions that are based on
market conditions existing at each balance shest date. In particular, the fair vaiue
of finarcial liabilities is estimated by discounting the future contractual cash flows
at the current market interest rate available te the Group for similar financial
instrumenis.

~ The face values, less any estimated credit adjustments, for financial assets and
ilabiiities with & maturily period of less than one year are assumesd o approximate
their fair values,
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AIRASIA BERHAD
{Incorporated in Malaysia)

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

CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS -

Estimates and judgements ars continually evaluated by the Direciors and are based on hislorical
sxperience and other factors, including expectations of future svents that are belioved o be
reasonable under the circumstances.

The Group makes estimates and assumptions concerning the future. The resuliing accounting
estimates wili, by definition, rarely equal the related actual resulis. Teo enhance the information
contert of the estimates, certain key variables that are anticipated to have a material impact to the
Group's results and financial position are tested for sensitivity to changes in the underlying
parameters. The eslimates and assumptions that have 2 significant risk of causing a material
adjustment to the carrying amounts of assets and liabifities within the next year are mentioned

below.
0 Estimated useiul lives and residual values of property, plant and equipment

The Group reviews annually the estimated useful lives and residual values of property,
plant and equipment based on Tactors such as business plan and strategies, expacted
level of usage, future technological developments and market prices.

Future resulis of operations could be materially affected by changes in theee estimaiss
brought about by changes in the factors mentioned. A reduction in the estimeated uselul
lives and residual values of property, plart and equipmant in particular the residual value
of aireratt frames and engines, would increase the recorded depreciation and decrease the

properly, plant and equipment.
{i Taxation
{a} lncome taxes

The Group is subject to income tax in numerous jurisdictions. Judgement is

involved in determining the group-wide provision for income taxes. There are

certain ransactions and cormputations for which the ultimate tax determination is

unceriain during the ordinary course of business. The Group recognises liabilties

for 1ax matters based on estimates of whather additional taxes will be due. I the

final outcome of these tax maiters result In a difference In the amounts initially

racognised, such differances will impact the income 1ax and/or deferrad tax :
provisions in the period In which such determination is made. |

{b} Deferred tax assels

Deferrad tax asset is recognised to the extent iiwat it is probable that future taxable
profits will be available against which temporary differences can be utifised. This
involves judgement regarding future financial performance of a particular entify In
which the deferred tax assat has been recognised.
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AIRASIA BERHAD

{incorporated in Malaysia)

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

CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS (CONTINUED)

(i) Recoverability of intercompany balances

The Group has investments in Thai AirAsia Co. Lid and PT indonesia AirAsia, both of
which provide air ransportation services, As at the balance sheet date, the amounts

owing by these related parties amount to RM74.3 miliion

(30.6.2007: RM82.2 million) and

AMB1.6 million {30.6.2007: RM71.0 million) respectively. No allowances for doubiful debts
have been made forthese balances as the Directors are of the view that these related
parties would have sufficient future funds to repay these debts, based on the projected

sash flows of these entities over the nexi 5 years.

REVENUE

Group Company
6 ronths & months

financial Financial financial Financial
neriod-ended  year ended period ended  year ended
31.12.2007 30.6.2007 31.12.2007 _30.6.2007
R&T000 RM'CD0 RIITO30 BM000
Passenger seat sales 589,689 1,020,036 889,689 1,020,038
Charlered flight income 84 4,869 84 4,868
Other revenue 404,804 578,356 401,573 569,073
1,084,377 1,603,261 1,081,346 1,583,978

Dihar revenue Includes fuel surcharge, insurance surcharge and administrative fees amounting o
RM326.1 million (30.5.2007: AM452.2 million) for the Group and Company. A

STAFF COETS
Groun Company
6 months 5 months
financial Financial financial Financial
period ended  year ended period endad  year ended
31.12.2007 30.6.2007 _ 31.12.2007 30.6.2007
RWMCOO BRM'QOC BnO00 RWMO00
Wages, salaries, bonus and aliowances 102,418 171,882 101,774 170,678
Dsfined coniribution retirement plan 9,264 11,530 9,185 11,431
111,682 183,422 190,968 182,109
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AIRASIA BERHAD

{Incorporated in Malaysia)

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2047 (CONTINUED}

STAFF COSTS (CONTINUED)

Included in staff costs is Executive Directors’ remuneration which is analysed as follows:

Group and Company

& months
financial Financial
petiod ended  year ended
31.12.2007 30.6.2007
RA'000 RM'000
Executive Directors
- basic sataries, bonus and allowances 2,520 2,520
- defined contribution plan 317 330
- other emoluments 120 240
Non-executive Direclors
-fees 575 896
3,532 3,786
The remuneration paid 1o the Directors of the Company is analysed as follows:
Executive _ Non-executive
& months 5 months
financial Financial financial Financial
periodended  yearended period ended  year ended
31.12.2007 30,6.2007 _ 31.12.2007 30.6.2007
RM RM RM RM
Range of remunerations
in bands of RM50,000
Up to RM50,000 . - 2
FM50,001 to RM106,000 - - 5

AM100,001 to RM150,000 - -
AM150,001 to RM200,000 - -
RM200,001 to RM280,000 - - -
RM250,001 to BM300,000 - -
RM300,001 to RM250,000 - - -
RM1,000,000 to RM2,000,000

— ¢ OB
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(Incorporated in Malaysia)

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

STAFF COSTS (CONTINUED)

Set out below are details of cutstanding options over the ordinary shares of the Cornpany granted

under the ES0S to the Dircotors:

Exercise
Expiry prices Al
Grant date dale BM/share 1.7.2007 Exergised
000 000
20 June 2007
1 September 8 June
2004 2008 1.08 1,200 -

At

Lapsed 31.12.2007
‘000 000

- 1,200

Nurriber of share options vested at balance sheet date

OTHER OPERATING EXPENSES

31122007  30.6.2007
‘000 000

900 600

The following items have been charged/(credited) in arriving at other operating expenses:

Group Company
6 months 6 months
financial Financial financial Financial
period ended  year ended period ended  year ended
31.12.2007 30.6.2007 _ 31.12.2007 30.8.2007
|M000 RM'000 RW'O00 RA000
Property, plant and equipment
- Write off 476 - 478 .
~ Loss on disposals 5 209 5 289
Aijroraft operating lease
expenses {sub-note (a}) 48,190 34,108 18,190 34,148
Remtal of land and building 1,346 2,763 1,316 2,763
Auditors' remuneration
- gurrent financial ysar 220 422 220 402
(Reversal of)/aliowance for doubtiul debts {2,467} 2,952 {2,457} 2,852
Rental of equipmant 270 503 289 502
Amortisation of long term prepayrnents 4,628 3,115 4,828 3,115
Crew commissions 1,243 1,820 1.243 1,558
Foreign exchangs loss
- Realised 938 302 989 302
- Unreaiised 18,711 21,713

18,711 21,713

Alrcraft operating lease expenses of the Group and Comparny are stated net of income received
trom the Group's jointly controlied entity and assoclate on sublease renial of alreraff amounting o

BW32.1 milion {30.8.2007: BM48.8 miifion}

£
anahe
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AIRASIA BERHAD

(tncarporated in Malaysia)

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

OTHER INCOME

Included in other income in the previous financial year is gain frorm termination of interest rate

swaps arnounting to AM73.2 million.

NET FINANCE INCOME

Finance income:

Foreign exchange gain on borrowings

interest income

- deposits with licensed bank

- short term deposits with fund
management companies

- pther interest ncome

Finance costs:

interest expense

- bank barrowings

- nire-purchase payabies

Bank facilities and other charges

Reimburserment from associate and jointly
corniroiled entity

Met finance income

Group and Cormpany

6 manths

financial Financial
period ended  year ended
31.12.2007 30.6.2007
RMOG0 AMO00
134,431 81,508
3,822 12133
5,235 8,801
4,963 5078
148,251 168,521

{88,288)  {104,018)

{6) (22)

(2,356) {1,375)
18,930 17.052

(79,718} {88,351)
88,533 20,180
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AIRASIA BERHAD

{incorporated I Malaysia)

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

TAXATION
Group Company
6 months & months
financiat Financial financial Financial
period ended  year ended period ended  ysar ended
31.12.2007 30.6.2007 31.12.2007 30.6.2007
RM000 AMO00 BM0O00 BM Q00
Current taxation:
- Malaysian tax 1,504 5,118 1,504 5014
Deferred taxation {Note 17} {150,489} (225,126) (150,489) (225,128}
{148,985} (220,008) {148,885) (220,112)
Current taxation
- Current financial year 1,504 5,118 1,504 5,014
Deferred taxaticn
- Origination and reversal of temparary
diffarsnces 23,467 54,491 23,467 54,495
- Tax incentives {178,8586) (279.617) (173,856} (279,617)
(148,585) (220,008) (148,985) (220,112)

The current taxation charge is in respect of interest income which is assessed separately.

The explanation of the relationship between jaxation and profit before taxation is &s follows:

Group Company
6 months _ & montns
financial Financial finanaial Financial
period ended  year ended period ended  year ended
31.12.2007 30.6.2007 _ 31.12.2007 30.8.2007
RM'C00 RIODG 8nenao ARTOD0
Brofit before taxation 278,715 278,048 275,382 277,966
Tax cakulated at Malaysiar tax rate
of 26% (30.6.2007: 27%}) 71,848 75,073 71,589 75,049
Tax effects of:
- gxpenses not deductibie for tax purposss 2,780 £,042 2,780 5,862
- income not subject 1o fax {50,270) {23,156) {49,923} {23,156)
- jgmmporary differences not recognised
within the ploneer period 538 1,650 535 1.650
- fax incentives (173,958) {279,617} {173,955} {279,617)
Taxation (148,885} {229,008} {148,985} (226,118
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AIRASIA BERHAD

(incorporated in Malaysia}

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

EARNINGS PER SHARE

{@)

(o)

Basic earnings per share

Basic earnings per share is calculated by dividing the prafit atitibutable to ordinary
equity holders of the Company for the financial periodjyear by the weighied average
number of ordinary shares in issue during the financial period/year.

Group

6 months
financlal Financial
period ended  year ended
31.12.2007 30.6.2007

Profit attributable to equity holders of the Company {RM'000} 425,700 498,045
Weighted average number of ordinary shares in issue (‘000) 2,356,186 2,352,517
Earnings pershare (sen) 18.1 21.2

Diluted earnings per share

Far the diluted sarnings per share calculation, the weighted average number of ordinary
shares in issue is adjusted to assume conversion of all difutive potential ordinary shares,

The Group has dilutive potential ordinary shares from share options granted to employees.

In assessing the dilution in earnings per share arising from the issue of share oplions,
certain computations are performed to determine the number of shares that could have
been acquired at market price. This computalion serves 1o determine the *bonus” element
to the ordinary shares outstanding for the purpose of computing the dittion. No
adjusiment is made io net profit for the financial period/year in the calouwlation of the diltted
earnings per share from the issue of the share oplions.

Eroun

& months
financial Financial
period ended  year ended
_31.12.2007 30.6.2007

Piofit attrisutable to equity holders of the Company (RM'000) 425 766 488,045
Weighted average numbper of ordinary shares in issue {*000) 2,356,186 2,352,517
Adjustment for ESOS {*000) 19,104 19,487
Weighted average nurhber of ordinary shares for difuted

earnings par share 2,375,280 2,372,004
Dituted sarnings per share {sen) 17.9 21.0




ge&

021°2SE'Y (to2'8z1) {zav) (gi6'8) - 126285 L

08Y'6 - (D1¥) - (neo) G8E'0

zZ02 - . - - -

Z09'6 {gev'L) . - 089 ¥oe't

¥05°18 (2011} - - - GO

pie'e (8¥9) - - - OLy

80O {agz'a) - - - Gg'

980’0 (Qen't) (o} - 059

9B ¥l {652) - - - -

Lir6'6e {oB8'e}) - - - ¥Re's

66619 {(€Z5'y) - - §20'0l

ZeL'ecL'y (PPGPiLd . 528'6) - 959'v04" |
({a) sou-qns}

DOGINY 000U D00 000NY 000,NY DO0NY

A00g 1agiuada] 1B mUhmr_o m_wmoam__u lalsuel], co_wmommmmm_o.mm SUQINY

W uopeloaldan /140 el

L18'686'c
teg'y uogerado Ui 194 Jou sessy
ang Waldinba uayay
880'8 Juawdmnbe
punoif pue wed Guesed)
9pg2s Juswidinbe JoBIMuS
zLa'e LIONBAOURE 80
gL sBuly pue
almiuing asldinba asylo
858'9 SAOILBA JOI0
9L shBupnng
£55'2e sBuipy pue saanxy YrIoIy
£50°29 soleds ey
Gve'2LLT [eHuUsI0d 8oIALAS pUR
awire ‘'soubus RISy
SR[EA U0 18N
noIgy
000.NY
002 N T
v

ANBNAINDEA NY LNV Id "ALHIdOHA

(OaNNIINOD) L2002 YAEINIDIA 1€ - SLNIWALY.LS TVIONYNI4 3HL OL S310N

(e1sAe|Biy Ut palelodiodis)

AVHY3Y ViSvHIY

M | BOOPBZ

“oN Aueduio’y



11

Company Mo.
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AIRASIA BERHAD

{incorporated in Malaysia)

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

PROPERTY, PLANT ARND EQUIPMENT {(CONTINUED)

Group
At 31 December 2007

Adrcraft engines, airframe
and service potential
Adreraft spares
Adreraft fixtures and fitiings
Buildings
Maotor vehicles
Office equipment, furniturg and fittings
Office rencvalion
Simulator equipment
DOperating plant and ground eguipment
Kitchen equipment
Assets not yvet in operation

Cost
AWMD00

4,484 483
89,063
40,850
15,718
11,881
27,205

8,839
55,300
15,084

299
9,480

4,756,212

Accumulated

_depreciation
RM000

(331,161)
(21,498)
{14,909)

(1,332)
(5,185}
(16,487}
(3,465}
{3,708}
(5,492)
{97}

{403,442]

Net book
value
RMOO0

4,153,322
87,550
25,941
14,386

6,686
10,708
3,374
51,504
9,602
202
9,480

4352770
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AIRASIA BERHAD

(Incorporated in Malaysia)

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

PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

Group
Ad 30 June 2007

Alrcraft engines, airframe
and service potential
Aircraft spares
Adrcraft fixtures and fitlings
Builldings
Motor vehicles
Office equipment, fumniture and fiitings
Office renovation
Simulator equipment
Operating plant and ground equipment
Kitchen equipment
Assets not yet in operation

Accumulated

Cost depreciation

RM'O00 RM'000
2.989,162 (216,617}
79,028 {18,975}
33.586 {11,013)
15,718 {1,073}
11,018 (4,163)
25,655 {14,211)
6,429 (2,817}
55,235 (2,689}
13,150 {4,054)
299 {57)

4,961 -
3,233,528 (273,708}

Net book
value
RMO0C0

2,772,545
62,058
22,553
14,645

6.856
11,448
3,612
52,548
2,096
202
4,261

2,959,817
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Company No.
284669 | W

AIRASIA BERHAD

(incorporated in Malaysla)

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

PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

Company

At 31 December 2007

Aircraft engines, airirame
and service potential

Aijrcraft spares

Ajrcraft fixtures and fittings

Buildings

Motor vehicles

Oifice eguipment, furniture and fittings

Office renovation
Simulator equipment

Operating plant-and ground egquipment

Assets not yet in oparation

At
1 Julv 2008 Additions
RM'000 BMOD0
company
Ngt book valus
Aijrcraft engines,
airframe and
service potential 1,101,707 1,821,127
Aijrcraft spares 48,188 25515
Aircraft fixtures
and fittings 14,480 13.827
Buildings 14,868 251
Motor vehicies 4112 3,829
Office equipment,
furniture and fittings 10,097 4,544
Office renovation 3,185 884
Simulator eguipment 54,585 107
Operating plant and
ground equipment 4,087 8,128
Agsate not vetin
opergiion 4758 2,291
1,261,005 1,878,503

Accumulated Net book
Cast depreciatign value
BM 000 RBRM0C0 By'000
4,484 485 (331,161} 4,153,322
89,053 (21,498) 67,555
40,850 {14,909) 25,941
15,718 (1,332) 14,386
11,030 (4,049} 5,081
27,110 {16,459} 10,851
6,839 (3,465} 3,374
55,300 {3,796} 51,504
15,094 {5,482} 9,602
9,490 - 0,490
4,754,867 {403,061) 4,351,908
Dapreciation At
RBeclassification Disposals charge 30 June 2007
RMOGO RM'O00 BNODO BM'00D
{sub-note (b))
- - {150,289} 2,772,545
- {5,307) (7,341} 62,053
. - (5,754} 22,553
36 . (510} 14,845
- {10} {1,880 6,251
1,047 {3) (4,294} 11,391
722 - {1.182) 3,812
54 (2,210 52,548
929 {2,058} 9,086
{2,788 - 4,251
- (5,320 {175,325} 2.858,853

40
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Company No.

284669 | W

AIRASIA BERHAD

{Ineorparated in Malaysia)

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

PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

Accumulated Net book
Cost depreciaiion value
RMO00 RM000 RM0O00
Company
Al 30 June 2007
Alreraft engines, airframe
and service potertial 2,989,162 (£216,617) 2,772,545
Aircraft spares 70,028 {18,875) 82,053
Alrcraft fixtures and fittings 33,566 (i1,013) 22,5583
Buiidings 15,718 (1,073) 14,645
Motor vehicles 10,168 (3,917} 5,251
Office equipment, furniture and fittings 25,564 (14,173} 11,391
Office renovation 8,429 (2.817) 3,612
Sirmudator equipment 55,235 {2,689} 52,546
Operating plant and ground ecuipment 13,150 {4,054y - 8,098
Asseis not yet in operation 4,261 - 4,261
3,232,281 (273,328) 2,958,953
{8} Includad in the property, plant and equipment of the Group and the Company are assetls

{b)

with the Tollowing net book values:

Group.and Company
21.12.2067 30.6.2007

BM'OGO RMO00
Alrcraft pledged as securlty for
ierm loans (Note.27) 3,996,376 2,617,680
Simuiator pledged as seclrity 1or
term loans {Note 27) 47,312 48,458
Motor vehicles on hirg-purchase 255 351

The depreciation charge of the Group and Company in the income statements are stated
net of income received from the Group's jointly controlled entity and associate on lease
rental of aircraft amounting to RMB.7 million (30.6.2007: RM14.3 milfion).

41
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Company No.
284669 | W

AIRASIA BERHAD
{Incorporaled in Malaysia)

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

INVESTMENT IN SUBSIDIARIES

Unauoted investments, af cost

The details of the subsidiaries are as follows:

Company -
31.12.2007 30.6.2007
BAn000 RiOD0
22,194 22,194

Country of Group's effective

Name incorporation equlty interest Principal activities
31.12.2007 30.6.2007
% %%

Direcily held by the Campany

‘Crunchtime Culinary Malaysia 100.0 100.0

Services Sdn Bhd
{*Crunchtime™)

AA International Lid (“AAIL"} ~ Malaysia 100.0 96.3
(sub note {a)}

AirAsia Go Holiday Sdn Bhd  Malaysia 100.0 100.0

Airdsia (Mauritius) Limitled  Mauritius 100.0 100.0

{“AirAsia Mauritius™} *

Provision of inflight
meals

Investrent holding
Tour operaiing business

Broviding aircraft leasing
faciliies

Ajrspace Communications Malaysia 100.0 9.0  Media owner with

Sdr Bhd {"Alrspace”)» publishing division

(sub note {b))
AirAsia (B) Sdn Bhd * Negara Brunei 100.0 100,00 Dormant

Darussalam :

Held by AAIL
AiraAsia (Hong Kong) Limited  Hong Kong 100.0 1000 Domant

{*AirAsia HK") ™
AA Capital Ltd Malaysia 100.0 100.0  Dormani |
* Not awdited by PricewateshouseCoopsrs, Malaysla
A Subscribed during the financial perled
{a) Puring the financial peried, AirAsia acguired the remaining balance of 10,000 shares .

representing 0.2% of the issusd and paid up share capital in AA interrational Lid for
USD.00. As a result AA International Lid is now a wholiy-owned subsidiary of the

Company.

{) Buring the financial period, AlrAsia acquired the remaining 1 ordinary share for a

consideration of BM1.00, thus making Alrspace a wholty-owned subsidiary of ArAsia.

42
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Cormpany Mao.
284669 | W

AIRASIA BERHAD

{incorporated in Malaysia)

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

INVESTMENT IN A JOINTLY CONTROLLED ENTITY

Group
31.12.2007 30.6.2007
RM'000 AM'000
Represented Dy:
Unguoted investment, at cost 12,054 12,054
Group’s share of post acquisition resarves {12,054) (12,054)

The details of the jointly controlled entity are as follows:

Country of Group's effective
Name incorporation eguily interest Principal activities
31.12.2007 30.6.2007
% %
Held by AAIL
Thal AirAsia Co. Lt Thailand 48.8 48.9 Aerial transport of

{“Thai AirAsia”)

persons, things and posts

The Group’s share of the revenue and expenses of the jointly confrolled entity, which has not been

equity accounted for, are as follows:

€ months

financial Financial

period ended  year ended

31.12.2007 30.6.2007

RWMQCO BMC00

Revenus 164,463 262,429
Expanses {182,443} {279,314}
L oss before taxation {17,980} {16,885)

Taxation - -
Met toss Tor the financial pericd/year {17,980) (16,885)

The following amounts represent the Group's shars of assets and kabiities of the joinlly controlisd

antiby.
31.12.2007 30.6.2007
RIVO00 Ri'0O0
Mon-current assets 11,867 10,474
Current assats 47,882 44,821
Current liahilities {107,130} {82,200
Shara of net abiliies of 2 iointly controlled omilty {47,481 {30,808)

&3




13

14

Company No.
P84669 | W

AIRASIA BERHAD

(Incerporated in Malaysia)
NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2007 {CONTINUED)

INVESTMENT IN A JOINTLY CONTROLLED ENTITY {CONTINUED)

The Group discontinued recognition of its share of further losses made by Thal AfrAsia as the
Group’s interest in the jointly controlled entity has been reduced to zero and the Group has not
incurred any obligations or guaranteed any obligations In respect of the jointly controlled entity. As
at 31 December 2007, the unrecognised amount of the Group's share of losses of Thai AirAsia
which have not been stjuity accounted for amounted to RM35.5 million (30.6.2007: HM18.8
miliion).

INVESTMENT IN ASS5CCGIATES

Group Company
31.12.2007 30.6.2007 31.12.2007 30.8.2007
RM'O00 RMGO0 BM'O0O RM'000
Unguoted investment, at cost 4,141 4,141 29 29
{3roup's share of post acquisition losses {4,112) {(4,112) - -
29 29 29 29
The details of the associates are as follows:
Couniry of Groun's effeciive
Name ingarporation squity interest . Principal acfivities
31122607 30.6.2007
% Yo
AirAsia Philippines Inc Fhilippines 398 39.9 Providing air transportation
SBIVICES
Held by Crunchtime and
Thai AirAsia
Thai Crunch Time Go. Lid Thailand 48.9 48.0  Provision of inflight
("Thai Crunch Tima") meals
Held by AAIL
PT indonesia AirAsia (Y/AA") Indonesia 48,9 489  Commercial air transport
service
AirAsia Pte Lid {"AAPL™ Singapore 488 48,8  Dormant
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Company Mo.
284688 | W

AIRASIA BERHAD

(Incorporated in Malaysia)

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

[NVESTMENT IN ASSOCIATES (CONTINUED)

The Group's share of revenue and resulis of associates, which has not been sguity accounted for,
are as follows:

& months
financial Financial
period ended  year ended
31.12.2007 30.5.2007

RM'0DO BM'C00
Revenue 85,501 127,168
Loss aiter taxation {3,199) {27,268)

The Group’s share of assets and liabiiities of associates are as follows:

31.12.2007 36.6.2007

RANO00 RM000
Non-current assets {5,726} 5,667
Current assels (15,638} 15,310
Current liabilities (3,477} {44,896}
Non-current fiabilities {35,583) {37,078)
Net fiabilities (60,484} {80,995)

The Group discontinued recegnition of its share of {urther losses made by Thai Crunch Time and
IAA as the Group's Interest in these associates has been reduced to zerc and the -Group has not
incurred any obligations or guaranieed any abiigations in respect of the associates. As at 31
December 2007, the unrecognised amount of the Group’s share of iosses of Thal Crunch Time
and 1AA which have not been equity accounted for amounted to RMO.1 miliion (30.6.2007: RMO.1
milion) and RMB84.2 million (20.6.2007: AMSBD.4 million) respectively. )

OTHER INVESTMENTS
Group and Company

31.12.2007 20.6.2007

BNOCO RA'O0O0
Non-gurrent:
Recreational goff club membership 81 57
Investrment in AirAsla X San Bhd ("AAX") 26,687 -
268,728 a7
Currant:
Unguoted investment with a fund management company,
at cost {Note 23) 30,882 34138

During the financial period, the Company subscribed for 28,568.867 redesmabis nonveriible
praference shares Saries 1 [‘RCPS”) of AM1.00 sach al par in AlrAgia X Sdn Bhd.

45
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Company No.
284660 | W

AIRASIA BERHAD

{Incorporated in Malaysia)

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

GOODWILL
Groun
BMOO0
Cost
At 30 June 2007/31 December 2007 8,738
Net book value
At 30 June 2007/31 December 2007 8,738

The Group undertakes an annua! iest for impairment of its goodwill. The carrying amount of
goodwill is allocated to the Group's cash generating unit, i.e. primarily the invesiment in a
subsidiary, AAIL. No impairment loss was required for the carrying amount of goodwill assessed
=8 at 31 December 2007 as the recoverable amount is in excess of the carrying amount,

Kev assumptions used in the value-in-use calculations

The recoverable amount of the cash-generating unit inciuding goodwill in this test is determined
based on the value-in-use caleulation. Thigs value-in-use calculation appliss a discounted cash
flow model using cash flow projections sovering a five-year period for the subsidiary's business
operations. The projections refiect the subsidiary’s expectation of revenue growth, operating costs
and margins of its investment based on past experience and current assessment of market share,
expactation of market growth and industry growth,

For purposes of the value-in-use calculation, a discount rate of 10% per annum has besen applied.
The discount rate reflects an independent market rate applicabie 10 the operations of the cash

ganerating unit.

imoact of possible change 1 kKey assumptions

Sensitivity analysis shows that no impainment loss is required for the carrying amount of goodwill,
including where realistic variations are applied to key assumplions.
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Cornpany No.
284689 | W

AIRASIA BERHAD

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

DEFERRED TAXATION

Deferred tax assets and liabilities are offset when there is a legally enforgeable right to set off
current tax assets against current fax labilities and whan deterred taxes relate to the same tax

authority,
The following amounts, determined after appropriate offseiting, are shown in the balance sheet:

Group and Company
31.12.2007 30.6.2007

BMO0O BMCOD

Deferred tax asseis 479,705 329,216

The movements in the deferred tax assets and liabilities of the Group and the Company during the

financial period/vear are as foliows:
Group and Company

31.12.2007 30.6.2007

R0 RM'CO0
Al start of year 329,216 104,080
Charged {c income statement {Note 9)
- Proparty, plant and equipment (23,467} {54,491}
- Tax incentives 173,856 279,617
150,489 225,126
Al end of period/year 479,705 329,216
Deforred tax assets {before offsstting)
Tax losses 0,538 10,272
Taxincentives 596,826 A2 235
' 806,464 432,508
Oifsetting {126,759} {103,292)
Deferrad tax assets {after oﬁéetting} 478,705 329,2%6
Daterred tax Habilities {before offssiling)
Propetly, plant and eguipment {126,758Y {103,292}
Offsetting 126.758 103,292

Deferred tax liabiliies (after ofiselling;

The Ministry of Finance has granied approval to the ¢ ompany under Section 127 of Income Tax
Act, 1967 for income tax exemption in the form of an Invesiment Allowance {9A") of 80% on
qualifying expenditure incurred within a pariod of 5 years commencing T July 2004 to 30 June
2009, 10 be st off against 70% of statutory insome for each vear of assassmerd. Any unuliised
aliowancs can be carmed forward 1o subsequent years uritit fully wilised. The armount of income
exemptad from fax ks cradited to a lax-exempt acoourt from which tax-exempt dividends can be
deciared.
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Company No.
284688 | W

AIRASIA BERHAD

{Incorporated in Malaysia}

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

REGEIVABLES AND PREPAYMENTS

(3roup Company
31.12.2007 40.5.2007  31.12.2007 30.6.2007
RWFCO0 RKFOC0 RWO00 RAMC00
MNon-current;
Long term prepayments (sub note (a}) 65,405 46,484 65,405 46,484
Current:
Trade receivabies 18,699 15,722 17,687 15,722
{_ess: Allowancs for doubtiul debts {1,994) (1,984) {1,994} (1,094}
16,705 13,728 15,683 13,728
Other receivables (sub nots (b)) 101,341 41,038 100,620 40,‘1 it
Less: Allowance for doubtul debts {1,072) {3.539) (1,072) {3,539)
100,272 37,500 88,548 35,577
Prepayments 688,245 45,960 69,182 45,880
Deposits 352,979 211,762 352,788 211,762
. 536,201 SGB,QSO 537,212 308,027
The currency exposure profile of trade and other reseivables is as follows:
Group _ Company
31.12.2007 30.6.2007 31.12.2007 30.6.2607
ARM000 ARM000 RM'Q00 RMW'OG0D
B 75,563 182,647 _?'3,5?4 181,724
ush 460,168 126,152 480,168 126,152
{Others 3,470 151 3,470 151
535,201 308,950 537,212 308,027
{a) included in long term prepayments are prepaid lease rental and guararites fees paid in

respect of financing obtained. These iong term prepayments are charged to the income
statements over the term of the Jease of the fow cost carrier terminal building and

borrowings respaciively.

(b} inctuded in other recelvabies is an amount due from the former holding company, HICOM
Holdings Bhd (*HICOM”), of RM 5.8 million as at 21 Decamber 2007 (30.8.2007: RM5.8

million). The amount owing is unsecured, interest free and not subject io any fixed terms
of repayment. ‘This balance relates 10 & liability paid by tha Company on behall of HICOM,
wherahy the Company and HICOM would lointly baar ihe flebiity of the Company prior o
the acquisition by Tune Alr Sdn Bhd (TABEonaone o one basis.



18

20

24

22

Cormpany No.
284669 | W

AIRASIA BERHAD

{incorporated in Malaysia)

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

INVENTORIES
Group Company
31.12.2007 30.6.2007 31.12.2007 30,6.2007
RWM000 Ru'000 BNOG0 BM'000
Spares and consumables 16,904 8,720 16,904 8,720
Finished goods 663 792 115 242
8,512 17.019 8,962

17,5687

AMOUNTS DUE FROM SUBSIDIARIES

The amounts due from subsidiaries are unsecured, interest {ree and have no fixed {erms of

repayment.

AMOUNT DUE FROMATO) A JOINTLY CONTROLLED ENTITY

The amount due from/{to) Thai AirAsia Co. Ltd, the jointly controlied entity, is denominated in US
Doltar, unsecured, interest free and has no fixad terms of repayment.

AMOUNTS DUE FROM/(TO) ASSOCIATES

The amounts dus from/{to) associates are unsecured, interest free and have no iixed terms of

repaymert.

The currency exposure profile of the amounts due from associates is as follows:

usD
5GD

Group and Company

31.12.2007 30.6.2007
RWMCOO RM000
85,168 76,254
{3,761) 1,338
84,407 77432
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Company No.
284668 | W

AIRASIA BERHAD

{Incorporated in Malaysia)

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

CASH AND CASH EQUIVALENTS

Group Company
31.12.2007 30,6.2007 31.12.2007 30.6.2007
BRM'000 RLFOOC AM'000 RM'0D0
Cash and bank balances 23,93C 32,621 15,825 28,518
Deposits with licensed banks 109,775 258,125 102,775 259,125
Short-term deposits with fund
management companies 291,490 303,427 291,480 303.497
Deposits, cash and bank balances 425195 595,243 421,090 591,138
Deposiis pledged as securifies {34,878) {(20.896) {34,978} {20,826)
380,217 574,347 386,112 570,242
The currency exposure profile of deposits, cash and bank balances is as follows:
Group Company
31.12.2067 30.6.2007 31.12.2007 '30.6.2007
RM'000 RMO0O BAMPOOO RMO0C
Ringgit Malaysia 367,267 449,526 364,184 448,423
usp 47,837 137,779 46,835 138,777
15R 2.526 2,236 2,626 2,236
SGD 7,311 3,581 7,311 3.591
HKD 7 9 7 2
EUR 10 2,102 10 2,102
THB 37 - 37 .
425,195 595,243 421,090 581,138

The ungucted investment of the Group and the Company (Note 15) and shatt-term deposits with a
fund management company amounting 1o RM 30.¢ milion and RM 5.0 million {30.6.2007: RM34.7
million and RM1.0 million) respectively are portfolio investments undertaken on bahall of the Group
and the Company by Intrinsic Capital Management Sdn Bhd {“INCAN”), a company in which a
Director of the Company has a financial interest. The Company paid BM45,097 of managament
oo to INCAM during the financial period {30.6.2007: HMB88,186).

The deposits wih licensed banks are pledged as security for banking facifities granted io the
Company. The weighted average effective interest rates of deposits at the balance sheet dates

are as follows:

Group Company

31.12.2007 20.6.2007 31122007 30.6,2007

% % %o %

Deposits with licensed banks 347 3.47 3.47 3.47
Shortderm doposits with fund

management companias 1.88 305 1.58 3.05

(4]
A
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Company No.
284669 | W

AIRASIA BERHAD

{Incorporated in Malaysia)

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

TRADE AND OTHER PAYABLES

Trade payables
Other payables and accruals
Sales in advance

The currency exposure profile of trade and other payables is as follows:

Ringgit Malaysia
LUST
Others

AMOUNTS DUE TC SUBSIDIARIES

Group Company

31.12.2007 30.6.2007 34.12.2007 30.8.2007
BMNO00 RIFO00 RM'CCO BRM000
98,443 74,517 97,5082 73,576
353,325 292,744 347,730 289,164
169,113 180,635 165,602 183,431
620,881 557,796 610,834 546,171
GGroup Company

31.12.2007 30.6.2007 31.12.2007 36.6.2007
RBMCOD BRA'DOO RM'OGO RMOO0
582,696 543,661 582,649 532,036
28,550 13,885 26,550 13,885
1,635 250 1,635 250
620,881 557,786 510,834 548,171

The amounts due to subsidiaries are denominated in Ringght Malaysia, unsecured, intarest free

and have ne fixed terms of repayment.

HIRE-PURCHASE PAYABLES

This represents future instalments under hire-purchase agreaments, repayable as follows:

Hire-purchase liabiities:

Minimum payments:

- Not later than 1 vear

- Later than 1 year and not
later than & vears

[ess: Future finance charges

Drosent value of abilitiss

51

Group and Company

31.12.2007 20.6.2007
RMOG0 R000
30 20
174 218
264 308
(38} {43)
226 265
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Company No.
28469 | W

AIRASIA BERHAD

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

HIRE-PURGHASE PAYABLES (CONTINUED)

Group and Company
31.12.2007 30.5.2007

RMOOO RM'000
Prasent value of liabilities:
- Not later than 1 year 7T 77
- Later than 1 year and not
later than 5 years 149 188
228 285

Finance lease liabilities are affectively secured as the rights to the leased assets revert to the
lessors in.the event of defaull.

As at 31 December 2007, the offective interest rate applicable to the iease liabilities was [3.29]%
(30.6.2007: 3.75%) per annum for the Group and Cornpany. The entire balance Is denominated in
Ringgit Malaysia.

BORROWINGS (SECURED)
Group and Company

Weighted
average
raie of
finance 31.12.2007 30.6,2007
, RM'GOC BM000
Current:
Tarm loan 5.38% 209,932 136.348
Bevolving credit facilities 4.00% 49,597 101,818
Finance lease liabilitles 5.82% 19,021 12,831
278,550 251,097
Non-gurrent:
Term loan 5.38% 3,083,322 2,076,874
Finance lease liabilities 5.82% 325,799 226,614
3,418,121 2,303,488
Total borrowings 3.697 671 2,554,585

&4}
™
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Company No.
084669 | W ]

AIRASIA BERHAD
{Incorporated in Malaysia)

NOTES TO THE FINANGCIAL STATEMENTS - 31 DECEMBER 2007 {CONTINUED)

BORROWINGS {SECURED) (CONTINUED}

The Group’s long term borrowings are repayable as follows:
Group and Company

31.12.2007 30.6.2007

RAO00 RW000
Not later than 1 ysar 278,650 251,087
Later than 1 year and nat later than 5 years 997,703 651,848
Later than & ysars 2,421,418 1,651,840

3,887,671 2,554,585

The entire borrowings are denominated in US Dollar.

As at the balance shest date, the weighted average eflective interest rate of the borrowings is
5.40% per annum {30,6.2007: 5.56%,).

The above term loans and finance lease liabilities (ljarah) are for the purchase of new A320-200
aircraft and simulator equipment. These term foans are secured by the following:

(&) Assignment of rights under contract with Airbus over each aircrait
(b Assignment of insurance of each aircraft

{c) Assignment of airframe and engine warranties of each abroraft

{a Assignment of simulator equipment and airframe engines
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Company No.
2846866 | W
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NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2007 (CONTINUED)

SHARE CAPITAL
Group and Company

31.12.2007 30.6.2007

RM'000 BM'000
Authorised:
Ordinary shares of RM0.10 each:
At beginning and end of the financial year 500,000 . 500,000
issued and fully paid up:
Ordinary shares of RM0.10 eacty
At beginning of the financial year 236,077 234,649
tssued during the financial year 1,077 1,428
At end of the financial year 237,154 236,077

During the financial period, the Company increased its isgued and paid-up qrdinaty share capital
from RM236,076,708 to RM237,154,158 by way of issuance of 10,774,500 ordinary shares of
RM0:10 each pursuant to the exercise of the Employee Share Option Scheme "ESOS") atthe
exarcise price of RM1.08 per share. The premium arising from the exercise of ESBOS of
Bi440,559,010 has been credited 1o the Share Premium account.

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

EMPLOYEE SHARE OPTION SCHEME {"ES0S")

The Company implemented an ESOS on 1 September 2004. The ESOS is govemned by the by-
iaws which were approved by the shareholders on 7 June 2004 and is effective for a pericd of 5

vears from the date of approval.
Tre main features of the ESOS are as follows:

{a) “The maximum number of ordinary shares, which may be allotied pursuant to the exercise
of options under the Scheme, shall not exceed ten per cent (10. %) of the issued and
paid-up share capital of the Company at any point in time during the duration of the
Schema.

{b) The Opticn Committes may from time to time decide the conditions of eligibility to be
fulfilied by an Eiigible Person in order to participate in the Scheme.

{c) The aggregate number of sharss o be offered to any Eligible Person who has fuliiied the
eligibility criteria for the time being by way of options in accordance with the Scheme shall
be at the discretion of the Option Committas. The Option Committee may consider
circumstances such as the Eligible Person's scope of responsibilities, performance in the
Group, rank of iob grade, the number of vears of service thal e Eligible Persorn has
renderad 1o the Group, the Group's retention policy and whether the Eligible Person is
serving under an ermploviment contract for a xed duralion or glbenviss. The Oplion
Commites's decision shall be final and binding,
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NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2007 (CONTINUED)

SHARE CAPITAL (CONTINUED)
The main features of the ESQS are as follows: (continued)

{d) The maximum number of shares allocated fo Executive Direciors, Nan-Exscutive Directors
and senior management by way of options shall in aggregate not exceed flifly par cent
{50.0%) of the total nurnber of shares {or such other percentage as fmay be permitted by
the relevant regulatary authorities from time 1o time) available under the Scheme.

{e) The subscription price, in respect of options granted piior to the date of listing in Bursa
Malaysia, shall be RM1.08 per share.

B “The options granted are exercisable one year beginaing trom the date of grant.

The shares to be allotted and issued upon any valid exercise of optians will, upon such allotment
and issuiance, rank pari passu in all respects with the existing and issued shares excep! that such
sharas so issued will not be entitied to any dividends, rights, allotments and/or any cther
distributions which may be declared, made or paid to shareholders prior to the date of allotment of
such shares. The options shalt not carry any right to vote at a general meeting of the Company.

The Company granted 93,240,000 options at an exercise price of AM1.08 per share under the
ESOS schemne on | September 2004, which expires on 6 June 2008.

At 31 December 2007, options to subscribe for 37,230,000 (30.6.2006: 48,669,000} ordinary
shares of RM0.10 each at the exsrcise price of RM1.08 per share remain unexercised.

These options granted do not confer any right to participate in any share issue of any other
company.

Set out below are details of options.over the ordinary shares of the Company granted under the
ESQCSE:

Exercise

Expiry price At Af
Grant date date RM/share 1.7.2007 Grapted [Exercised Lapsed 31.12.2007
‘000 ‘000 ‘000 ‘000 [00

1 Septamber & June
2004 2009 1.08 48,669 - {16,775) (864} 37.230
31.12.2007 30.6.206067
000 ‘000
Number of share opiicns vesied at balance sheet date 19,805 3,334




28

29

Company Ne.
284668 | W

AIRASIA BERHAD
{(Incarporated in Malaysia)

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

SHARE CAPITAL (CONTINUED)
EMPLOYEE SHASE OPTION SCHEME {"ESOS”) (continued)
Details relating to options exercised during the financial period are as {ollows:

Quoted price

of shares Number

at share Exercise of shares

Exercise dale issue date price issued
Ri/share RM/share ‘000

July 2007 to August 2007 1.87-203 1.08 1,330
Septamber 2007 t0 QOctober 2007 1.83 - 2,10 1.08 5,550
November 2007 to December 2007 163 —-1.94 .08 3,885
10,775

21.12.2007 30.6.2007

RMO00 RMCOOD

Crdinary share capital at par 1,077 1,428
Bhare premium 10,550 13,993
Proceeds received on exercise of share options 11,638 15,421
Eair value at exercise date of shares issued 20,587 22 661

RETAINED EARNINGS

The Company has sufficient fax credits under Section 108(6) of the ncome Tax Act, 1867 1o frank
approximately RM17.9 milion (30.6.2007: RM14.6 miifion) of its retained earnings as at 31
Dacember 2007 if paid out as dividends. The extent of the retained earnings not covered at that
date amountad to RM1,120.2 million {30.6.2007: AMB99.1 million). The tax credils under Section

108(8) of the Act are subject to the agreement by the Inland Revenue Board.

The Finance Act 2007 introduced a single tier company incomne tax system with effect from year of
assessment 2008, As such, the Section 108 tax credit s at 31 December 2007 will be available to
the Companty until such time the credit is fully uiilised or upon expiry of the six-year transtional
period on 31 December 2013 or upon alection to move into the single tier system, whichever is

eariar.

In addition, the Company has tax exermpt income as at 31 Naecernber 2007 amounting o

approximately RM0.5 million (30.6.2007: BM0.5 million) available for distribution as tax exempt
dividends to sharshoiders. This tax exempt income is subject 1o the agresment by the Inland

Ravenues Board.

-1 _]__f
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NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2007 (CONTINUED)

COMMITMENTS

{a)

{b}

Capial commitmenis not provided for in the financial statements are as folows:

Property, plant and equipment:
Approved and cortracted for
Approved but not contracted for

Property, ptant and equipment:

Share of a jointly controlied entity’s capital commiiments

Share of an associate’s capital commitments

Group and Company

31.12.2007 30.6.2007
BRM000 RLI000
18,786,549 18,405,482
8,135,809 58,664
27,826,358 18,504,146
17,576 14,972
18,943 13.355

The capitali commitments for the Group and Company are in respect of aircraft purchase

and options fo purchase.

Non-canceljable operating leases

The future minimum iease payments and sublease receipts under non-canceliable

operating leases are as follows:

Company

_30.12.2007 30.6.2007

~uture Future Future Fuiure

minimum minimum minimum minmum

lease sublease lsase sublease

payments _receipis pavments receipls

RMGO0 RMOD0 RM OO0 RAPOQ0

Not jater than 1 vear 82,724 85,912 08,263 63,593
Later than 1 year and

not lgler than 5 vears 157,530 43,0%72 194,221 65,371

Later than 5 years 18,318 - 28,413 -

258,577 108,924 320,897 128,864

Ea1]
p
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NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2007 (CONTINUED)

CONTINGENT LIABILITIES ]

The Company is currently disputing certain expenses charged by a service provider as at 31 -
December 2007 amounting to approximately RiM19.9 million (30.6.2007: RM14.4 million). The
Direntors are confident that reseitition of the dispute abowe would be favourable to the Company.

Thai AirAsia Co. Lid ("TAA™), & jointly controlted entity of the Group, has contingent liabilities
relating to guarantees lssued by banks in respect of the company's pilo! irainees loans in
accordance with the pilot professional course amounting to RM5.0 million (30.8.2007: RM6.7
million) which will be terminated when the student pilol earns a gommercial pilof license and is
assigned as co-pilot, or whanever the pilot traines can comnpletely settle ail outstanding debt with
the bank. Howaver, TAA can fully reclaim the said liabilifies from the pilot trainees’ guarantcrs as
the guarantees have been pledged with TAA,

SEGMENTAL INFORMATION

Segmental information is not presented as there are no business segments other than the
provision of air transporiaiion services. The Group’s operations are conducied predominantly in

Malaysia.

SIGNIFICANT RELATED PARTY TRANSACTIONS

The related party fransactions of the Campany comprise mainly transactions between the Company
and #ts subsidiaries, jointty controlied entity and asseciate. Details of these refated companies are in
Noies 12, 13 and 14 to the financial statements.

All related party ransactions wers carried out on terms and conditions attainable in transactions
with unrelated parties.

Key management personnel are categorised as head or senior management officers of key operating
divisions within the Group and Company. The key management compensation is disclosad in Note

33{e) below.

Related party fransactions alsa includes transaction with entities thai are controlled, lointly
controlled or significantly influenced directly ar indirectly by any key management persennel or
their close family members, where applicable. The related party transactions, with a company in
which a Director of the Company has a financial interest is disclosed in Note Z3.
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NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2007 (CONTINUED)

SIGNIFICANT RELATED PARTY TRANSACTIONS {(CONTINUED)

(@) Revenue:

Sublease rental income on aircraft
- Thai AirAsia
- Indonesia AlrAsia

{ ease rental income on alroraft included under:

- Finance cost
Thai ArAsia
indonesia AirAsia
- Depreciation
Thai AirAsia
Indonesia AlrAsia

(b}-Cxnanses:

Maintenance and overhaul chaiges
- Thai AirAsia
- indonesia AlrAsia

(c} Receivables;

- AlrAsia Mauritius Sdn Bhd
- AirAsia International Limited
- Thaj AlfAsta

- Indonesia AirAsia

- AirAsia Phifippines

- AirAsia Pte Limited

(cl}y Pavables:

- AirAsia Go Holiday Sdn Bhd

- Crunchiime culinary Services Sdn Bhd
- Thai AirAsia

- AlrAsia Pte Limitad

Group Company

8 months 8 months
financiaf Financtat financial Financial
period ended  year ended periodended  year ended
31.12.2007 30.6.2007 __31.312.2007 30.6.2007
AM'GO0 RBM'O00 RM000 RMO0O
20,578 33,098 20,578 33,099
12,525 15,722 12,525 15,722
7,550 9797 7,550 8,797
3.380 7,255 3,380 7,255
6,328 8.2t2 6,328 8,212
2,834 5,081 2,834 6,081
30,176 84,539 176 84,539
19,546 54,768 12,546 54,768
31.32.2007 30.6,2007 31.12.20607 30.8.2007
HI'GOD RMO0O RBMOO0 BWM0OG0
55622 10,961 95815 10,861
3,210 3,910
- 81,221 . 81,221
81,571 70,831 81,571 70,831
6,588 5,363 6,598 5,383
- 1,138 - 1,138
. . 10,022 14,138
. - 1,347 1347
21,337 - 23337 -
2,781 - 3,761 .
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NOTES TO THE FINANGIAL STATEMENTS - 31 DECEMBER 2007 {(CONTINUED)

SIGNIFICANT RELATED PARTY TRANSACTIONS {CONTINUED)

Group Company

& months &6 months
financial Financial financial Einancial
period entied  year ended period ended  year ended
31.12.2007 30.6.2007 31.12.2007 30.6.2007

RWM'OCO RM'O00 RM'000 RM000

{e} Key management compensalion
- basic salaries, bonus and allowances 6,102 5,985 6,102 5,985
- defined contribution plan 6858 773 658 773
- other emoluments 1,928 3,321 1,928 3,321
g,688 11,079 8,688 11,079

Inciuded in the key management compensation are Executive Directors’ remuneration as
disclosed in Note 5.

FINANCIAL RISK MANAGEMENT POLICIES

The Group's financial risk management policy seeks to ensure that adequate financial resources
are avaitable for the development of the Group's businesses whilst managing iis fuel price, interest
rate, foreign currency, credit, market, liquidity and cash flow risks. The Group operates within
dgefined guidelines that are approved and reviewed periodically by the Board to minimise the
effects of such volatiity on its financial performance. The policies in respect of the rmajor areas of
treasury activities are as follows:

{a) Fuel price risk
The Group is sxposed to jet fuel price risk arising from the fluciuations in tha prices of jet

fuel. It seeks to hedge its fuel requirements and implements various fuel management
strategies in-order to manage the risk of rising fuel prices,

o
e

——
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NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2007 (CORTINUED)

34 FINANCIAL RISK MANAGEMENT POLIGIES (CONTINUED}

(b}

interest rate risk

The Group’s income and operating cash flows are substantiaily independent of changes in
market interest rates. Interest rate exposure arises from the Group’s borrowings and
deposits and is managed by maintaining a prudent mix of fixed and floating rate debt and
derivative financial instruments. Derivative financial instruments are used, where
appropriate, to generate the desired interest rate profile. Surplus funds are placed with
repuiable financial institutions at the most favourable interest rates.

The Group has-entered into interest rate swap contracts that will effectively convert almost
all of its floating rate debt under each of its long term debt facilities into fixed rate debt.
Loans for approximately 2% of total iong term debt are not covered by such swaps and
have therefore remained at floating rates linked to London inter Bank Offer Rate.

The remaining terms and notional principal amounts of the outstanding interest rate swap
contracts of the Company at the balance sheet date, which are denominatedin US
Dollars, were as follows:

6 months
financial
period ended  Year ended

31.12.2007 30.6.2007

RMO00 RAM000

aguivalemnt equivalent

Later than b years 5,320,707 3,435,091

5,320,707 3,435,091

&1
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NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2007 (CONTINUED)

FINANCIAL RISK MANAGEMENT POLICIES (CONTINUED]

{c)

{d)

Foreigh currency risk

The Group has subsidiaries and associates operating In foreign countries which generate
revenue and incur costs denominated in foreign currencies. The main currency exposures
of the Group and Company are primarily USD, Thai Baht and Indonesian Rupiah. The
Group has a natural hedge 1o the extentthat payments for foreign currency payables are
matched against receivabies denominated in the same forelgn currency or whanever
pessidle by intragroup arrangements and settlements.

The Company enters into forward foreign currency exchange contracts to limit its exposure
on foreign currency receivables and payables. At 31 December 2007, the settlement
dates on apen forward contracts are in accordance with the ioan instaiment repayment
dates (20.5.2007: in accordance with the loan instalment repayment dates). The foreign
currency amounts 1o be received and contractual exchange rates of the Company’s
outsianding contracts were as follows:

Currency Currency

i be to be BR0OD Contractual
Hedge item recejved paiel eguivalent rate
As gt 31 December 2007 uso MYR 3,335,716 3.000-3.368
As at 30 June 2007 usD MYR 2,963,341 3.183-3.369

The net unrecognised and unraalised iosses at 31 December 2007 on open contracts
which hedge future payments on term loans amaunted 1o RAMBY.2 million (30.6.2007:
RM141 8 millkion). The full extent of crystaliisation of any favourable or unfavourable
variances can only be ascertained upon realisation of each settiement over the period of
the long-term hedge contracts. The nature and amount 0f variance may vary over time.

Credit risk

The Group's exposure to credit risks or the risk of counterparties detaulting arises mainly
from various deposits and bank balances, recelvables and derivative financial instruments.
The maximum exposure o cradit risks is represented by the total carrying amount of these
financial assets in the balance sheetl.

Credit risks, or the risk of counterpariies defauliing, are controlled by the application of
credit approvals, limits and monitoring procedures, Credit risks are minimised by
monitoring receivables regularly. In addition, credit risks are also controlled as the
majority of the Group's deposits and bank batances and derivative financial insiruments
are placed or ransacted with major financial instilutions and reputable parlies. The
Direciors are of the view that the possibility of non-performance by thess financial
institutions is remote on the basis of their financial strength.

The Group generally has no conceniration of credit rigk arising of rade receivables
{30.6.2007: concantration of 28.3% comprising 2 customers).

&4
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NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2007 (CONTINUED)

FINANCIAL RISK MANAGEMENT POLICIES (CONTINUED)

{e) Market risk

The Group has investments which are subject to market risk as the market values of these
invesimenis are affected by changes in market prices. The Group seeks to manage its
exposure to market risk by maintaining a portfolio with different risk profiles.

{f) Liguidity and cash flow risks
The Group’s policy on liguidity risk management is 1o maintain sufficient cash and have
available funding through adequate amounts of committed credit facilities and credi lines
for working capital requirements.

FAIR VALUES OF FINANCIAL INSTRUMENTS FOR DISCLOSURE PURPOSES

On balance sheet financial instruments

The tair value of a financial instrurnertt is assumed to be the amount at which the instrument couid
be exchanged or setiled beiwsen knowledgeable and willing parties in an arm’s length transaction.

Quoted market prices, when avallable, are usec as a measure of fair values. However, for a
significant portion of the Group’s and Company’s financial instruments, guoted market prices do
notexist. For such financial instruments, fair vaities presented are esfimatss derived using the nel
prasent value or other valuation techniques. These techniques invoive unceriainties and are
significantly affected by the assumptions used and judgements made regarding risk characteristics
of various financial instruments, discount rates, estimates of fulure cash flows and other factors.
Changes in assumptions could significantly affect these estimates and the resulting fair values.

The carrying values of financial assets and financial liabilities of the Group and Company at the
balance shest date approximated their fair values, except as set out below:

31.12.2007 30.6.2007
Carrying Carrying
amournt Fair valus armount Fair value
BRMO00 RM'O00 RMO00 BMO00
Group and Company
Borrowings {nen-curent portion) 3,418,121 3,443,865 2,303,488 2,280,002
Hire-purchase payables (non-current portion) 148 143 188 177

&5
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NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2007 (CONTINUED)

FAIR VALUES OF FINANCIAL INSTRUMENTS FOR DISCLOSURE FURPOSES (CONTINUED) !
Derivative financial instruments &
The fair value of derivative financial instruments as at balance sheet daie is as follows:

{a) Fuel options contracts

Contract or
notional Unfavourabie

principat net fair .
Maturity period armount valye i
Barrels RM'000 ;
Group and Company
[
31.12.2007 '
Fusl options coniracis 1.1.2008 -30.6.2010 46,340,000 127,918
30.6.2007
Fuel options contracts 4.7.2007 — 30,8.2010 18,420,000 24 ght
With regards to fuel hedging, the Comparny had subsequent to the financial period end,

covered all sell call exposure for 2008 and hadged its 2009 seil call exposure with a call |
spread. i

b} Other derivatives

31.18.2007 30.6.2007
Notional Notionai
amount Falir value amotint Fair value
RMO00 RKO00 RMOO0 BM 000
equivalant aquivalent
Interest rale swaps 5,320,707 £,154,437 3,435,081 3,532,760
Foreign surrency forward
contracts 4,335716 3,266,525 2,963,341 2,821,567

The fair value of interest rate swaps is calculated as the presant valus of the estimated future cash
flows discounted at prevailing rales. The fair value of foreign exchange forward and fuel option
contracts are determined using torward exchange rales or prices based on the relevant forward
price curve on the balance sheet date. in assessing the fair value of the derivatives and financial
instruments, the Group makes assumptions that are based on market conditions existing at sach
halance sheet date. Thase instrumenis are not recognised in the financial statements on
inception. However, any gain or ioss arising from sach underiying transaction or setttement of the
relevani contracts goveming those underlying transaciions or setfiements would be measured and
recognised in the financial statements based on the current market rates at that date.
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NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2007 {CONTINUED)

APPROVAL OF FINANCIAL STATEMENTS

The financial statements have bean approved for issue in accordance with a resolution of the
Board of Directors on 30 April 2008.
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We have audited the financial statements set out on pages & to 67, These financial statements are the
responsibitity of the Company’s Directors. It is our responsibiiity to form an independent opinion, based
on our audit, on these financial statements and to report our opinion to you, as a body, in accordance
with section 174 of the Companies Act, 1965 and for no other purpose, We do not assume responsibility
1o any other person for the content of this report.

We conducted our audit in accordance with approved auditing standards in Malaysia. Those standards
require that we pian and perform the audit to obtain reasonable assurance abotit whether the financial
statements are free of materal missiatement, An audit includes examining, on a test basis, avidence
supporiing the amounts and disclosures in the financiai statements. An audit also includes assessingthe
accounting principles used and significant estimates made by Directors, as well as evaluating the overall
financial staterment presentation. We believe tnat our audit provides a reasonable basis for our opinion,

in our opinion:

{a} the financial statemenis have been prepared in accordance with the provisions of the Comgpanies
Acl, 1985 and the FRSs, the MASE approved accounting standards in Malaysia so as 1o give a
true and fair view of: '

{i) the matters required by Saction 169 of the Companigs Act, 1965 1o be dealt with in the
financiaf siatemants; and

{ii) the state of affairs of the Group and Company as at 31 December 2007 and of the
results and cash flows of the Group and Company for the financial period ended on that

date; and

) the accounting and other records and the registers required by the Act to be kept by the
Company and by the subsidiaries of which we have acted as auditors have besn properly keptin
accordance with the provisions of the Act.

“The names of the subsidiaries of which we have not acted as auditors are indicated in Note 12 o the
financial statements. \We have considared the financial statemenis of these subsidiaries and the
auditors’ reporis thereon,

We have satisfied that the financial statements of the subsidiaries that have been consclidated with the
Company’s financial staternents are in form and content appropriate and proper for the purposes ofthe
preparation of the consolidated financial staiements and we have received satisfactory informaiion and
explanations required by us for those purposes,
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AIRASIA BERHAD
{Incorporated in Malaysia)

STATEMENT BY DIRECTORS PURSUANT TO
SECTION 168(15) OF THE COMPANIES ACT, 1965

We, Dato’ Anthony Francis Fernandes and Daio' Kamarudin Bin Meranun, being two of the

Direciors of AirAsia Berhad, state that, in the opinion of the Directors, tha financial staternants set

out on pages 6 to 57 are drawn up sC as to give a true and fair view of the state of aifairs of the r
Group and Company as at 31 December 2007 and of the rasults and the cash flows of the Group '
and Company for the financial period ended on that date in accordance with the provisions of the

Companies Act, 1965 and the FRSs, the MASE approved accounting standards in hMalaysia for

Entities Other than Private Entities.

In accordance with a resoiution of the Board of Directors dated 3 I Q?R 0B

F
- W O |
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]

DATO ANTHONY FRANCIS FERMNANDES DATO' KAMARUDIN BIN MERANUN
DIRECTOR DIRECTOR

%

STATUTORY DECLARATION PURSUANT TO
SECTION 189(16) OF THE COMPANIES ACT, 1965

!, Bozman Bin Omar, the Officer primarily responsible for the financial management of AirAsia
Berhad, do solemnly and sincerely declare that the financial statements set out on pages 6 to 67
are, in my opinian, correct and | make this solemn deciaration conscientously belisving the same
to be true, and by virtue of the provisions of the Statutory Declarations Act, 1960.

e,

/{:‘:7%‘{“ _
Roz@ﬁfmar
Subscribed and solemnly deciared by the abavenamed Rozman Bin Omar at Peialing Jaya in

Malaysia on 90 :on , before me.
o AP 2[}“’?}
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COMMISSIONER FOR DATHS
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REPORT OF THE AUDITORS TO THE MEMBERS COF
AIRASIA BERMAD (CONTINUED)
{Compeny No. 284868 W)

the financial statfements of the subsidiaries were not subject io any guaiihcation

The audiiors’ r2poris on
der subsection {3} of Section 174 of the Act.

and did not include any cornment made un
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PRICEWATERHOUSECOOPERS
(No. 2B56/05/08 (J))

{No. AF: 1148)
Chartered Accountanis Pariner of the firm

ey,

#uale Lumpur
30 Aprll 2008



