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AIRASIA BERHAD

{Incorporated in Malaysia)

DIRECTORS' REPORT

The Directors hereby submit their annual report to the members together with the audited financial
statements of the Group and Company for the financial year ended 31 December 2009.

PRINCIPAL ACTIVITIES

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

FINANCIAL RESULTS
Group Company
RM'000 RM'0O00
Net profit for the financial year 508,267 501,909
DIVIDENDS

No dividend has been paid or declared by the Company since the end of the previcus financial
year.

The Directors do not recommend the payment of any dividend for the financial year ended 31
December 2008,

RESERVES AND PROVISIONS

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

ISSUANCE OF SHARES

During the financial year, the Company increased its issued and paid-up ordinary share capital
from RM237,420,958 to RM275,774,458 by way of issuance of 380,000,000 ordinary shares of
RM0.10 each pursuant to the sale of shares at RM1.33 per share by way of book-building and
issuance of 3,535,000 ordinary shares of RMO.10 each pursuant to the exercise of the Employee
Share Opticn Scheme (“ESOS") at an exercise price of RM1.08 per share. The premium arising
from the book-building and exercise of ESOS of RM467,400,000 and RM3,464,300 respectively
has been credited fo the Share Premium account.

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

share capital of the Company during the financial year.



Company No.
284669 | W

AIRASIA BERHAD
{Incorporated in Malaysia)

DIRECTORS' REPORT (CONTINUED)

EMPLOYEE SHARE OPTION SCHEME ("ESOS’)

The Company implemented an ESOS on 1 September 2004, The ESOS is governad by the by-
laws which were approved by the sharehoiders on 7 June 2004 and is effective for a period of §
years from the date of approval. On 28 May 2009, the Company extended the durgtion of its ESOS
which expired on 6 June 2008 by ancther 5 years to 6 June 2014. This was in accordance with the
terms of the ESOS By-Laws. The ESOS extension was not subject to any regulatory or

shareholders approval.
Detalls of the ESOS are set out in Note 29 to the financial siatements.

The Company has been 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 Executive Directors) with share
options allocation of 350,000 and above. The employees who have been granted options of more
than 850,000 shares are Dato’ Sri Dr Anthony Francis Fernandes and Dato’ Kamarudin Bin
Meranun, details of which are disclosed in the section on Directors’ Interests in Shares below.

DIRECTORS

The Directors who have held office during the period since the date of the last report are as
follows:

Dato’ Abdel Aziz @ Abdul Aziz Bin Abu Bakar
Dato' 8ri Dr Anthony Francis Fernandes
Dato' Karnarudin Bin Meranun

Conar Mc Carthy

Dato’ Leong Sonny @ Leong Khee Seong
Daiv’ Fam Lee Ee

Datuk Alias Bin Ali

Dato’ Mohamed Khadar Bin Merican

DIRECTORS' BENEFITS

During and at the end of the financial year, no arrangements subsisted to which the Company is &
party, being arrangements with the object or objects of enabling Directors of the Company to
acquire benefits by means of the acquisition of shares in, or debentures of, the Company or any
other body corporate, other than the Company’s Empioyse Share Option Scheme {see Note 5 1o

the financial statements).

Since the end of the previous financial year, no Direcior has received or become entilled to receive
a benefit (other than Directors’ remuneration disclosed in Note 5 to the financial statemants) by
reason of a coniract made by the Company or a related corporation with the Director or with a firm
of which he is a member, or with & company in which he has a substantial financial intarest, except
as disclosed in Note 34 to the financial statements.
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AIRASIA BERHAD
{Incorporated in Malaysia)

DIRECTORS' REPORT (CONTINUED)

DIRECTORS' INTERESTS IN SHARES

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

related corporations are as follows:

Number of ordinary shares of RM0.10 each
At At

1.1.2009 Acquired Disposed 31.12.2009

The Company

Direct intetests

Dato’ Sri Dr Anthony Franeis Fernandes 2,627,010 - - 2,627,010
Date’ Kamarudin Bin iMeranun 1,682,900 - - 1,692,900
Conor Me Carthy 27,511,303 - (6,628,400) 20,882,903%
Dato’ Leong Sonny @ Leong Khee Seong 100,000 - - 100,000
Dato’ Fam Lee Ea 200,000 - - 200,000
Indirect interesis

Dato’ Sri Dr Anthony Francis Fernandes * 729,458,382 - - 729,458,382
Bato’ Kamarudin Bin Meranun * 729,458,382 - - 723,458,382

* By virtue of their interesis in shares in the substantial shareholder of the Company, Tune Air
Sdn. Bhd. ("TASB"), Dato’ Sri Dr Anthony Francis Fernandes and Dato’ Kamarudin Bin
Meranun are deemed to have interests in the Company fo the extent of TASB's interest
therein, in accordance with Section BA of the Companies Act, 1965.

** 100,000 shares held in personal name and 20,782,903 shares held under HSBC Nominees

{Asing) Sdn Bhd.
Number of pptions pver ordinary shares of RM0.10 each
. At

At

1.1.2008 Granted Exercised 31.12.2009
The Company
Dato’ Sri Dr Anthony Francis Fernandes 600,000 - - 600,000
Dato’ Kamarudin Bin Meranun 600,000 - - £00,000

Other than as disclosed above, according to the register of Directors’ shareholdings, none of the
other Directors in office at the end of the financial year held any interest in shares, options over
shares and debentures of the Company and its related corporations during the financial year.
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AIRASIA BERHAD

{Incorporated in Malaysia)

DIRECTORS' REPORT (CONTINUED)

STATUTORY INFORMATION ON THE FINANCIAL STATEMENTS

Before the income statements and balance sheets were made out, the Directors took reasonable
steps:

{a) to ascettain that proper action had been taken in relation to the writing off of bad debts and
the making of allowance for doubtiul debts and satisfied themselves that all known bad
debts had been written off and that adequate allowance had been made for doubitful debts;

and

(b) to ensure that any current assets, other than debts, which were uniikely 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 expected so to

realise.
At the date of this report, the Directors are not awars of any circumstances:

{a) which would render the amounts written off for bad debts or the amount of the aliowance
for doubtful debts in the financial staternents of the Group and Company inadequate

any substantial extent; or

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

(c) which have arisen which render adherence to the existing method of valuation of assets or
liabilities of the Group and Company misieading or ihappropriate.

No contingent or other liability has become enforceable or is likely to become enforceable within
the period of twelve months after the end of the financial year which, in the opinion of the
Directors, will or may affect the ability of the Group or Company fo meet their obligations as and

when they fall due.
At the date of this report, there does not exist:

(a) any charge on the assets of the Group and Company which has arisen since the end of
the financial year which secures the liability of any other person; or

{b) any contingent liability of the Group and Company which has arisen since the end of the
financial year. :

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

statements misleading.
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AIRASIA BERHAD

{Incorporated in Malaysia)

DIRECTORS' REPORT (CONTINUED)

STATUTORY INFORMATION ON THE FINANCIAL STATEMENTS (CONTINUED)

In the opinion of the Directors:

{a) the resulis of the Group's and Company's operations during the financial year were not
substantially affected by any item, iransaction or event of 2 material and unusual nature;

and
b there has not arisen in the inferval between the end of the financial year and the date of

this report any item, fransaction or event of a material and unusual nature likely to affect
substanfially the results of the operaiions of the Group and Company for the financial year

in which this report is made.

AUDITORS

The auditors, PricewaterhouseCoopers, have expressed their willingness to continue in office.

In accordance with a resolution of the Board of Directors dated 2 7 APR 2010

Loy,

DATO' SRI DR ANTHONY FRANCIS FERNANDES DATO" KAMARUDIN BIN MERANUN
DIRECTOR DIRECTOR
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AIRASIA BERHAD
(Incorporated in Malaysia)

INCOME STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2009

Group Company
ote 2009 2008 2008 2008
RM'00O RM'000 RMC00 RM'000
Revenue 4 3,132,901 2,854,870 2,072,049 2,815,262
Operating expenses
- Staff costs 5 (306,002) {(236,793) {304,551) (235,773)
- Depreciation of property, plant
and egquipment 11 (447,644) {3486,954) (447.637) (346,9486)
- Alreraft fuel expenses (927,795} (1,389,841) (927,795)  (1,389,841)
- Maintenance, overhaul, user
charges and other related
expenses (410,583) (307,205) (410,583) (307,205)
- Alrcraft operaiing lease
expenses (107,251} {92,649) (107,251) (92,649)
- Travel and tour operating
expenses {53,524) (37,945) - -
- Gain/{loss} on unwinding
of derivatives 22457 (678,503) 22,457 {678,503)
- Provision for loss on unwinding
of derivatives 25 - {151,718) - {151,713)
- Other operating expenses 6 (92,188) {48,570) (90,543) {44,627)
Other income 7 102,383 81,545 102,383 81,545
Operating praiit/(loss) 912,754 (351,658) 908,529 (350,450)
Finance income 8 84,505 35,245 84,462 35,245
Finance costs 8 {374,971) (552,785) (874,971) (552,782)
Profit/{loss) before taxation 622,288 (869,198) £18,020 (B67,987)
Taxation
- Current taxation 9 {11,186) (8,769) (11,186) (3,769)
- Deferred taxation 8 (104,835) 376,404 (104,835) 376,404
(116,021} 372,635 {116,021} 372,835
Net profit/(Joss} for the financial
year 506,267 (496,563) 501,989 (495,352)

Earnings/{loss) per share {sen)
- Basic 10 20.6 {21.1)
- Diluted 10 20.6 (21.1)

The notes on pages 13 to 70 form part of these financial staiements.
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AIRASIA BERHAD
{Incorporated in Malaysia)

BALANCE SHEETS AS AT 31 DECEMBER 2009

Group Company
Note 009 2008 2009 £008
BM'000 RM’000 RM'C00 RM000

NON-CURRENT ASSETS
Property, plant and equipment " 7,942,188 6,504,298 7,841,203 6,593,414

[nvestment in subsidiaries i2 - - 22,194 22,194
Investment in associates 14 28 29 28 29
Other investments 15 26,704 26,715 26,704 28,715
Goodwil! 16 8,738 8,738 - -
Deferred tax assets 17 751,274 856,109 751,274 856,109
Receivables and prepayments 18 23,593 24,258 23,593 24,258
Amount due from a jointly

controlled entity 19 171,885 - 171,885 -
Amount due from an assoclate 20 253,037 - 253,037 -

9,177,448 7,510,148 8,180,009 7,522,719

CURRENT ASSETS
inveniories 21 20,864 20,684 20,316 20,137
Receivables and prepayments 18 721,082 889,381 718,608 687,476
Depasits on aircraft purchase 330,978 334,628 330,978 334,628
Armounts due from subsidiaries 22 - - 197 626 102,614
Amount due from a jointly

controlled entity 19 194,603 308,683 - 120,181
Amounts due from associaies 20 203,930 387,647 203,930 387,647
Amount due from a related

company 22 3,303 - 3,303 -
Daposits, cash and bank balances 23 746,312 153,762 745,345 154,446

2,220,972 1,895,785 2,221,106 1,897,129

LESS: CURRENT LIABILITIES

Trade and other payables 24 872,990 774,250 861,847 770,787
Sales in advance 283,224 255,617 272,333 244,931
Provision for loss on unwinding 25

of derivatives - 151,713 - 151,713
Amounts due to subsidiaries 26 - - 29,055 18,022
Amount due to an associate 20 3,382 4,359 3,382 4,359
Amount due to a related company 26 - 3,634 - 3,634
Hire-purchase payables 27 56 77 56 77
Borrowings 28 540,212 538,934 540,212 538,934
Current tax liabilities 8,824 4,215 9,824 4,216

1,708,688 1,732,700 1,716,708 1,736,673

NET CURRENT ASSETS : 811,284 163,085 504,397 160,456
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AIRASIA BERHAD
{Incorporated in Malaysia)

BALANCE SHEETS AS AT 31 DECEMBER 2009 (CONTINUED}

NON-CURRENT LIABILITIES

Hire-purchase payables
Borrowings

CAPITAL AND RESERVES

Share capital

Share premium

Foreign exchange reserve
Retained earnings

Shareholdars’ equity

Group Company

2008 2008 2008 2008
RM'000 RM'000 RM'000 RM000D
16 72 18 72
7,087,686 6,067,625 7,067,696 6,067,625
7,067,712 6,067,697 7,067,712 6,067,697
2,621,020 1,605,536 2,626,694 1,615,478
275,774 237,421 276,774 237,421
1,208,216 735,352 1,206,216 735,352
592 592 - -
1,155,450 GG2,171 194,704 542,700
2,621,020 1,605,536 2,628,694 1,615,478

The notes on pages 13 io 70 form part of these financial statements.
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AIRASIA BERHAD
(incorporated in Malaysia}

STATEMENTS OF CHANGES IN EQUITY

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2009 (CONTINUED)

Issued and fully paid

ordinary shares Non-
of RM0.10 each digtributable Distributable
Number Nominal Share Retained
ofe of shares value premium earnings Total
000 RM'000 RM'000 RM'O00 Ri'o00
Company
At 1 January 2008 2,371,541 237,154 732,787 1,138,067 2,107,948
Net loss for the -
financial year - - - (495,352)  (495,352)
issuance of shares
- putsuant fo the

Employes

Share Option '

Scheme (‘ESOS%) 29 2,669 257 2,615 - 2,882
At 31 December 2008 2,374,210 237,421 735,352 642,705 1,615,478
Net profit for the

financial year - - - 501,989 501,999
Issuance of shares
- issug of shares 29 380,000 38,000 467,400 - 505,400
- pursuant io the

Empioyee

Share Option

Scheme {‘ESOSY) 29 3,535 353 3,464 - 3,817
At 31 December 2009 2,757,745 275,774 1,206,216 1,144,704 2,628,694

The notes on pages 13 to 70 form part of these financial statements.

i0
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AIRASIA BERHAD
{Incorporated in Mafaysia)

CASH FLOW STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2009

CASH FLOWS FROM
OPERATING ACTIVITIES

Profit/{loss) before taxation
Adjustments:

Property, plant and equipment

~ Depreciation

- Write off

- Gain on disposals

Loss on disposal of other investments

Amoriisation of long term prepayments

Amortisation of other investments

Write-off of receivables

Provision for loss on unwinding of
detivatives

Net unrealised foreign exchange
(gain)/loss

Interest expense

Interest income

Changes in working capital:

Inventories

Receivables and prepayments
Trade and other payabies
intercompany balances

Cash generated from/(used in)
Operations

Interest paid

Utilisation of provision for loss on
unwinding of derivatives

Interest received

Tax paid

Net cash fromf{used in) operating
activities

Group Company

2009 2008 2008 2008
RM'000 RM'000 RWMPO00 RM'000
622,288 {869,198) 618,020 (867,987)
447 644 346,954 447 .637 348,946
388 29 388 37
{30,696) {15,554} (30,6898) (15,554}

- 4,217 - 4217

9,645 10,261 9,645 10,261

i1 13 11 13

- 737 - 737

- 151,718 - 151,713
{39,742} 227,994 (38,742) 227,804
371,163 297,633 371,153 297,533
(6,300) {£0,930) (6,257) {20,990}
1,374,291 133,709 1,370,158 134,920
{180} (3,117} {179) (3,118)
{28,438} (148,520) {£8,869) (145,0786)
77,701 330,480 69,718 352,006
{166,457) {565,117) (155,435) {526,529)
1 ,25?,01' 7 (192,565) 1,255,392 (187,797)
(322,407) (239,755) (322,407) (239,755)
(151,713) - (151,713) -
6,300 20,980 6,257 20,990
(5,578B) (4,731) (5,578) {4,731)
783,618 (416,061) 781,951 (411,293)

11
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AIRASIA BERHAD

{(Incorporated in Malaysia)

CASH FLOW STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2009 (CONTINUED)

Note

CASH FLOWS FROM
INVESTING ACTIVITIES

Property, plant and equipment
- Additions
- Proceeds from disposals
Deposits on lease of aircraft
Long term prepaymenis
Proceeds frorn disposal

of other investmenis

Net cash used in investing activities

CASH FLOWS FROM
FINANCING ACTIVITIES

Proceeds from allotment of shares
Hire-purchase instalments paid
Proceeds from borrowings
Repayment of borrowings
Deposits pledged as securities

Net cash from financing activities

NET INCREASE/{DECREASE) FOR
THE FINANCIAL YEAR

CASH AND CGASH EQUIVALENTS
AT BEGINNING OF THE
FINANCIAL YEAR

CASH AND CASH EQUIVALENTS
AT END OF THE FINANCIAL
YEAR

23

Group Company

2008 2008 2009 2008

RM'000 RM'000 RM'000 RM'000
(1,947,763) (2,823,001} (1,947,746) (2,622,080)

182,538 50,043 182,538 50,043
(12,248) (7,448) {12,243) (7,448)
- (48,197) - (48,197)

- 26,675 - 26,675
(1,777,468) (2,601,028) (1,777.451) (2,601,907)
509,217 2,882 508,217 2,882
(77) (77) (77) (77)

1,670,300 3,044,531 1,670,390 3,044,531
{593,131)  (300,780)  (593,131) (300,780}
5,112 2,019 5112 2,018
1,691,511 2,748,575 1,591,511 2,748,575
b87,662 {269,414) 586,011 (264,625)
120,803 300,217 121,487 386,112
718,465 120,803 717,498 121,487

The notes on pages 13 to 70 form part of these financial statements.

12
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AIRASIA BERHAD

(Incorporated in Malaysia)

NOTES TO THE FINANCIAL STATEMENTS ~ 31 DECEMBER 2009

GENERAL INFORMATION

The principal activity of the Company is that of providing air transportation 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 year.

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
Southemn Support Zone
KL International Airport
84000 Sepang
Selangor Darul Ehsan

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Unless otherwise stated, the following accounting policies have been applied consistently in
dealing with items that are considered material in relation to the financial statemnents:

{a) Basis of preparation of the financial statements

The financial statements of the Group and the Company have been prepared in
accordance with Financial Reporting Standards (FRSs"), the Malaysian Accounting
Standards Board (‘MASB’} approved accounting standards in Malaysia for Entities Other
than Private Entities and comply with the provisions of the Companies Act, 1965,

The financial statements of the Group and Company have been prepared under the
historical cost convention except as disclosed below,

The preparation of financial statements in conformity with FRSs, the MASB approved
accounting standards in Malaysia for Entities Other than Private Entities, requires the use
of certain critical accounting estimates and assumptions that affect the reported amounts
of assets and liabilities and the disclosure of contingent essets and liabilities 2t the date of
the financial statements, and the reported amounts of the revenue and expenses during
the reported financlal year. It also requires Directors to exercise their judgernent in the
process of applying the Group’s accounting policies. Although these estimates and
judgement are based on the Directors’ best knowledge of current events and actions,

actual 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
statements are disclosed in Note 3 to the financial statements.

13
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AIRASIA BERHAD
(Incorporated in Malaysia)

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2009 (CONTINUED)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

{a) Basis of preparation of the financial statements {continued)

(M

(it}

Standards, amendments to published standards and interpretations that are
applicable to the Group and Company and are effective

There are no new accounting standards, amendments to published standards and
interpretations to existing standards effective for the Group and Company's
financial year ended 31 December 2009 and applicable to the Group and
Company. :

Standards, amendments to published standards and interpretations to existing
standards that are applicable to the Group and Gompany but not yet effective and
have not been early adopted

o The revised FRS 3 “Business Combinations” (effective prospectively from 1
July 2010

s FRS 7 “Financial Instruments: Disclosures” {effective from 1 January 20710)

° FRS 8 “Operating Segmenis” (effective from 1 July 2009)

e The revised FRS 101 “Presentation of Financial Statements” (effective from
1 January 2010)

. The revised FRS 127 "Consulidated and Separate Financial Statemenis"
(effective prospectively from 1 July 2010)

. The amendment to FRS 1 and FRS 127 "Consolidated and Separate
Financial Statements: Cost of an investment in a Subsidiary, Jointly
Controlled Eniity or Associate” {effactive from 1 January 2010)

. FRS 139 “Financial Instruments: Recognition and Measuremant” (effective
from 1 January 2010}

. IC Interpretation 9 “Reassessment of Embedded Derivatives” (effective from
1 Januaty 201G)

. The amendments to FRS 132 “Financial instruments: Presentation”
(effective 1 January 2010)

. IC interpretation 10 "Interim Financial Reporting and Impairment” (effective
from 1 January 2010)

. IC interpretation 13 "Customer Loyalty Programmes* (effective from 1
January 2010)

The Group and Company will apply these new standards, amendments to
standards and interpretations when effective, The Group and Company have
applied the transitional provision in the following standards which exempts enfities
from disclosing the possible fmpact arising from the initial application of the
standard on the financial statements of the Group and Company.

. FRS 129 “Financia! Instrumenis: Recognition and Measurement”
FRS 7 “Financial [nstruments: Disclosures”

14
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AIRASIA BERHAD
{Incorporated in Malaysia)

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2009 (CONTINUED)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(&) Basis of preparation of the financial statements (continued)

(i)

Standards, amendments to published standards and interpretations to existing
standards that are not yet effective and are not relevant to the Group and Company

FRS 1 "First-time Adoption of Financial Reparting Standards” (effective from
1 January 2010)

The amendment to FRS 2 "Share-based Payment: Vesting Conditions and
Cancellations" {effective from 1 January 2010)

FRS 4 Insurance Contracts (effective from 1 January 2010)

FRS 123 "Borrowing Costs” (effective from 1 January 2010}

IC Interpretation 11 "FRS 2 Group and Treasury Share Transactions”
{effective from 1 January 2010)

IC interpretation 12 "Service Concession Arrangemenis” {effective from 1
July 2010}

IC Interpretation 14 "FRS 119 The Limit on & Defined Benefit Asset,
Minimum Funding Requiremsnts and their Interaction” (effective from 1
January 2010)

IC Interpretation 15 “"Agreements for Construction of Real Estates" (effective
from 1 July 2010)

IG Interpretation 16 "Hedges of a Net investment in a Foreign Operation”
(effective from 1 July 2010)

IC Interpretation 17 "Distribution of Non-cash Assets to Owners" (effective
from 1 July 2010}

(b) Group accounting

0

Subsidiaries

Subsidiaries are those carporations or other entities {including spacial purpose
entities) in which the Group has power to exercise control over the financial and
operating policies so as to obtain benefits from their activities, generally
accompanying a shareholding of more than ane half of the voting rights. The
existence and effect of potential voting rights that are currently exercisable or
convertible are considered when assessing whether the Group controls another

entity.

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

15



Company No.
204663 | W

AIRASIA BERHAD

(Incorporaied in Malaysiz)
NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2009 (CONTINUED)

' SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
(b) Group accounting (continued)

0] Subsidiaries (continued)

[dentifiable assets acquired, liabilities 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 excess of the cost of
acquisition over the fair value of the Group’s share of the ideritifiable net assets
acquired at the date of acquisition is recorded as goodwill. If the cost of
acquisition is less than the fair 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 inferests represernit that portion of the profit or loss and net assets of
subsidiaries attributable to equity intarest that are not owned, direcily or indirectly
through the subsidiaries, by the parent. |t is measured at the minoriiies’ share of
the fair values of the subsidiaries’ identifiable assets and liabilities at the
acquisition date and the minoritiss’ share of changes in subsidiaries’ equity since
that daie. Separate disclosure is made of minority interesis.

intragroup transactions, balances and unrealised gains or losses on transactions
between Group companies are eliminated. Accounting policies of subsidiaries
have been changed where necessary o ensure consistency with the accounting

policies adopted by the Group.

The gain or loss on disposal of a subsidiary is the diffarence batwesan the nest
disposal proceeds and the Group's share of the subsidiary's net assets as of the
date of disposai, inciuding the curmulaiive amount of any exchange differences
that relate to that subsidiary which were previously recognised in equity, and is
recognised in the consolidated income statement.

ii} Jointly controlled entities

Jointly controlled entities are carporations, partnerships or other entities over
which thers is contractually agreed sharing of control by the Group with ane or
more pariies where the strategic financial and operation decisions relating to the
entity requires unanimous consent of the parties sharing coniral.

The Group’s interest in jointly controlled entities is accounted for in the
consclidated financial statemenis using the equity method of accounting as

described in Note 2(b){iil).

The Group's share of its jointly controlled entities' post-acquisition profits or losses
is recognised in the consolidated income statement, and its share of posi-
acquisition movements in reserves is recognised within reserves. The curnulative
post-acquisition movements are adjusted against the carrying amount of the
investments. When the Group’s share of iosses in iointly controlled entities equals
or exceeds iis interest in the jointly controlled entities, including any other long-
term interests that, in substance, form part of the Group's net investment In those
entities, the Group discontinues recognising its share of further losses.
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NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2009 {CONTINUED)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
(b) Group accounting {continued)
(i) Associates

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

Investments in associales are accounted for in the consolidated financial
statermnents using the equity method of accounting. Equity accouniing is
discontinued when the Group ceases to have significant influence over the
associates. The Group’s investments in agscciates inciude 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 losses is
recognised in the consolidated income statement, and its share of pest-acquisition
movernents in reserves is recognised within reserves. The cumulative post-
acquisition movements are adjusted against the carrying amount of the
investments, When the Group's share of losses in an associate eguals or
exceeds its interest in the associate, including any other long-term interests that,
in substance, form part of the Group’s net investment in the associate, the Group
discontinues recognising its share of further losses.

After the Group's interest is reduced to zero, additional losses are provided for,
and a liability is recognised, oniy to the extent that the Group has incurred jegal or
constructive obligations or made payments on behalf of the associate. If the
associale subssquently reports profits, the Group resumes recognising its share of
those profits only after its share of the profits equals the share of losses not
recognised.

Unrealised gains con transactions between the Group and its associates are
aliminated to the extent of the Group’s interest in the associates; unrealised losses
are also eliminated unless the transaction provides evidence of an irmpairment of
the asset transferred. Where necessary, in applying the equity method,
appropriate adjustmenis are made to the financial staterments of the associates to
ensure consistency of accounting policies with those of the Group.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

{c) Goodwill

Goodwill represants the excess of the cost of acquisition of subsidiaries over the Group’s
share of the fair value of the identifiable net asseis including contingent liabilities of
subsidiaries at the date of acquisition.

Goodwill is carried at cost less accumulated impairment losses, Goodwill is tested for
impairment at least annually, or when events or circumstances oceur indicating that an
impairment may exist. Impairment of goodwill is charged o the consolidaied 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 goodwill relafing io

the entity disposed.

Goodwill is allocated to cash-generating units for the purpose of impairment testing. Each
cash-generating unit or a group of cash-generating units represents the lowest level within
the Group at which goodwill is monitored for internal management purposes and which are

expected to benefit from the synergies of the combination.

Goodwill on acquisition of jointly controlled enilties and associates is inciuded in the
investments in jointly controlled entities and associates respectively. Such goodwill is
tested for impairment as part of the overall investment amount.

fd) Property, plant and equipment

Property, plant and equipment are stated at cosi less accumulated depreciation: and
accumulated impairment losses. Depreciation is calculated using the straight-line method
to write-off the cost of the assets to their residual values over their estimated useful lives.

The useful lives for this purpose are:

Alrcraft
- engines 7 or 25 years
- airframe 7 or 25 years
~ service potential 7or13years
Aircraft spares 10 years
Alroraft fixiures and fittings Useful life of aircraft or remaining lease
term of aircraft, whichever is shorier
Buildings
- simulator 28,75 years
- hangar 50 years
Motor vehicles 5 years
Office equipment, furniture and fitlings Syears
Office renovation 5 years
Simulator equipment 25 yaars
Operating plant and ground equipment 5 years
Kitchen equipment 5years
In fiight equipment 5 years
5 years

Training equipment

Assets nat yet in operation are stated at cost and are not depreciated until the assets are
ready for their intended use. '
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SUMMARY OF SIGNIFICANT AGCOUNTING POLICIES {CONTINUED)

(d)

Property, plant and equipment (continued)

Hesidual values, where applicable, are reviewed annually against prevailing market rates
at the balance sheet date for equivalent aged assets and depreciation rates are adjusted
accordingly on a prospective basis. For the current financial year ended 31 December

2008, the estimated residual vaiue for aircraft airframes and engines is 10% of their cost.

An slement of the cost of an acquired aircraft is atiributed on acqguisition to its service
potential, reflecting the maintenance condition of its engines and airframe. This cost,
which can equate to a substantial element of the total aircraft cost, is amortised over the
shorter of the period to the next checks or the remaining life of the aircraft.

The cost of subsequent major airframe and engine maintenance 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 analysis is performed 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 palicy Note 2(f) on impairment

of assets.

Gains and losses on disposals are determined by comparing proceeds with the carrying
amount and are in¢luded in the income staterment.

Advance payments and opfion payments rmade in respect of aircraft purchase
commiiments and options to acquire aircraft where the batance is expecied to be funded
by mortgage financing are recorded af cost. On acquisition of the related aircraft, these
payments are included as part of the cost of aircraft and are depreciated from that date.

Investments

Investments in subsidiaries, jointly controlied entities and associates are stated at cost
less accumulated impairment losses. Where an indication of impairment exists, the
carrying amount of the investment is assessed and writien down immediately 1o its

recoverable amount (see MNote 2(f)).

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

On disposal of an investment, the difference between net disposal proceeds and its
carrying amount is charged/cradited to the income statement.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

®

{9

(h)

Impairment 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. Propetiy, plant and equipment and other non-current assets,
ineluding intangible assets with definite useful lives, are reviewed for impairment losses
whenever events or changes in circumstances indicate that the carrying amount may not
be recoverable. 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 sell and value-in-use. For the purpose of
assessing impairment, assets are grouped at the lowest level for which there is separately
identifiable cash flows (cash-generating uniis). Asseis other than goodwill that suffered an
impairment are reviewad for possible reversal at sach repotfing date.

Any impairment foss arising is charged to the income statement unless it reverses a
previous 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 impairment joss on a revalued asset in which case it is taken to revaiuation

surplus.
Maintenance and overhaul
Owned sircraft

The accounting for the cost of providing major aitframe and certain engine maintenance
chacks for own aircraft is described in the accounting policy for propedy, plant and

equipmerit.
Leased aircraft

Where the Group has a commitment to maintain aircraft held under operating leases,
provision is made during the lease term for the reciification obligations contained within the
lease agreemenis. The provisions are based on estimated future costs of major airframe,
cerfain engine mainienance checks and one-off costs incurred at the end of the iease by
making appropriate charges to the income statement calculated by reference to the
number of hours or cycles operated during the financial year.

Leases

Fingnce leases

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

Finance leases are capitalised at the estimated present value of the undsilying lease
payments at the date of inception. Each iease payment is allocated between the liability
and finance charges so as o achieve a periodic constant rate of interest on ihe balance
outstanding. The corresponding rental obligations, net of finance charges, are included in
payables. The interest elemant of the finance charge Is charged to the income statement
over the lease period so as 1o produce a constant pericdic rate of interest on the remaining

balance of the liability for each period.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(h)

M)

0

Leases (continued)
Firange leases {continued)

Property, plant and equipment acquired under finance lease 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
transferred to the Group, the asset is depreciated over the shorier of the lease term and its

useful life.

Operating leases

Leases of assets where a significant portion of the risks and rewards of ownership are
retained by the lessor are classified as operating leases. Payments made under operating
ieases (net of incentives received from the lessor) are charged to the income statement on
a straight-line basis over the lease period.

Assets Jeased 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
lives on & basis consistent with similar owned property, plant and equipment. Rentai
income (net of any incentives given to lessees) is recognised on a straight line basis over

the lzase term.
Inventorias

Inventories comprising spares and consumables used internzlly for repairs and
maintenance ars stated at the lower of cost and net realisable vaiue.

Cost is determined on the weighted average basis, and comprises the purchase price and
incidentals incurred in bringing the inventories to their prasent location and condition.

Net realisable value represents the estimated seliing price in the ordinary course of
business, less all estimated costs to complelion and applicable variable seliing expenses.
In arriving at net realisable value, due allowance is made for ali damaged, obsoiete and

slow-moving items.

Receivables

Receivables are carried at inveiced amount less an allowance for doubtful debts based on
a general and specific review of all outstanding amounis at the financial year end. Bad
debis are written off during the financial year in which they are identified.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(k)

(m)

(n)

Cash and cash equivalents

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

Provisions

Provisions are recognised when the Group has a present legal or constructive obligation
as a result of past evenis, when it s prabable that an outfiow of resources will be requirad
to setile the abligation, and when a reliable estimate of the amount can be made.
Provisions are not recognised for future operating losses.

Share capital
3] Classification

Ordinary shares with discretionary dividends are classified as equity. Other
shares are classified as equity and/or liability according io the economic
substance of the particular instrument.

Distributions to holders of a financial instrument classified as an equity instrument
are charged directly to equity.

(i) Share issue costs

Incremental external costs directly attributable to the issuance of new shares or
options are shown in equity as a deduction, net of tax, from the proceeds.

(iii) Dividends to shareholders of the Company

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

Borrowings

Borrowings are initially recognised based on the procseds received, net of transaction
costs incurred. The finance costs, which represent the difference between the nat
proceeds and the total amount of the payments of these borrowings, are allocated to
periods over the term of the borrowings at a constant rate on the carrying amount and are

charged to the income statement.

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

Borrowings are classified as current liabilities uniess the Group has an unconditional right
to defer seitlement of the liability for at least twelve months after the balance sheet date.
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(o)

(P}

Income taxes

Current tax expense is determined according to the tax laws of each jurisdiction in which
the Group operaies and includes all taxes based upcn the taxable profits, including
withholding taxes payable by foreign subsidiaries, jointly controiled entities or associates.

Deferred tax is recognised in full, using the liability method, on temporary differences
arising between the amounts attributed to assets and liabilities for tax purposes and their
carrying amounts in the financial statements.

Deferred tax assets are recognised for the carryforward of unused tax losses and tax
credits {including investment tax allowances) to the extent that it is probable that taxable
profits will be avallable against which the unutilised tax losses and-unused tax credits can

be uiflised.

Deferred tax is recognised on temporary differences arising on investments in

subsidiaries, jointly controlled entities and associates except where the timing of the
reversal of the temporary difference can be controlled and it is probable that the temporary
difference will not reverse in the foresesable future,

The Group's share of income taxas of jointly controlled entities and associates are
included in the Group’s share of results of jointly controlled entities and associates.

Deferred tax is determined using tax rates (and tax laws} that have been enacted cr
substantially enacted by the balance sheet dale and are expected to apply when the
related deferred tax asset is realised or the deferred tax liability is settied.

Employee benefits
{i) Short term employea benefits

Wages, salarles, paid annual leave and sick leave, bonuses and non-monetary
benefits are accrued in the financial year in which the associated services are

rendered by the employess of the Group.
fii) Defined contribution plan

The Group’s contribuiions o the Employees’ Provident Fund are charged to the
income statement in the financial year to which they relate. Once the
contributions have been paid, the Group has no further payment obligations.
Prepaid contributions are recognised as an asset to the extent that a cash refund
or a reduction in the future payments is available.

(i} Share based payments

FRS 2 — Share-based Payment requires recognition of share-based payment
transactions including the value of share options in the financial statements.
There is no impact on the financial statements of the Group following the
prospective application of FRS 2 in 2008 as all the share options of the Company
were fully vested prior to the effective date of the standard.
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(@ Revenue recognition

Scheduled passenger flight and chartered flight income are recognised upen the rendering
of transportation services and where applicable, are stated net of discounts. The value of
seats sold for which services have not been rendered is included in current liabilities as
sales in advance, Revenue from aircraft rentals is recorded on a straight-line basis over

the term of the lease.

Revenue includes fuel surcharge, insurance surcharge, administrative fees, excess
baggage and baggage handling fees. Cargo, freight and other related revenue are
recegnised upon the complefion of services rendered and where applicable, are stated net
of discounts. Income from the provision of tour operations (both inbound and outbound)
and travel agency services is recognised upon setvices being rendered and where

applicable, are stated net of discounis.

Interest and rental income are recognised on an accruais basis.

(1) Foreign currencies
()] Functional and presentation currency

ltems inciuded in the financial statements of each of the Group’s entities are
measured using the currency of the ptimary ecenomic environment in which the
entity operates (‘the functional currency’). The conscilidaied financial statements
are presented in Ringgit Malaysia, which is the Company’s functional and
presentation currency.

(i) Transactions and balances

Foreign currency transactions are translated inte the functional currency using the
exchange rates prevailing at the dafes of the iransactions. Foreign exchange
gains and losses resulting from the setflement of such transactions and from the
translation at year-end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognised in the income staternent,

{iii) Group companies

The results and financial position of all the Group entities (none of which has the
currency of a hyperinflationary economy) ihat have a functional currency different
from the presentation currency are translated into the preseniation currency as

follows:

)] assets and liabllities for each balance sheet presented are translated at
the closing rate at the date of that balance sheet;

(i) income and expenses for each income statement are translated at
average exchange rates {unless this average is not a reasonable
approximation of the cumulative effect of the rates prevailing on the
transaction dates, in which case income and expenses are franslated at

the dates of the transactions); and

(i) all resulting exchange differences are recognised as a separate
component of equity.

24



Company No.

234669 | W

AIRASIA BERHAD

(incorporated in Malaysia)

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2008 (CONTINUED)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

r)

Foraign currencies (continued)

On consdlidation, exchange differences atising from the translation of the net investrnent
in foreign operations are taken to shareholders' equity. When a foreign operaticn is
disposed of or sold, such exchange differences that were recorded in eguity are
recognised in the income statement as part of the gain or loss on disposal.

Contingent liabilities

The Group does net recognise a contingent liability but discloses its existence in the
financial statements. A contingent liability is a possible obligation that arises from past
events whose existence will be confirmed by uncertain future events beyond the controf of
the Group or a present obligation that is not recognised bacause it is not probable that an
outflow of resources will be required to settle the obligation. A contingent liability also
arises in the extremely rare circumstance where there is a liability that cannoct be
recognised because it cannof be measured reliably.

In the acquisition of subsidtaries by the Group under a business combination, the
contingent liabilities assumed are measured initially at their fair vaiues at the acquisition
date, irrespective of the extent of any minority interests.

The Group recognises separately the contingent liabilities of the acquiress as part of
allocating the cost of a business combination where their fair valuas can be measured
reliably. Where the fair values cannot be measured reliably, the resulting effect will be
reflected in the goodwill arising from the acquisitions.

Subsequent to the initial recognition, the Group measures the contingent liabilities that are
recognised separately at the date of acquisition at the higher of the ameunt ithat would he
recognised in accordance with the provisions of FRS 137 ‘Provisions, Contingent
Liabilities and Contingent Assets' and the amount initialiy recognised less, when
appropriate, cumuiative amortisation recognised in accordance with FRS 118 'Revenue’.

Financial instruments

(i} Description

A financial instrument Is any contract that gives rise to both a financial asset of
ane enterprise and a financial liability or equity instrument of another enterprise.

Afinancial asset is any asset that is cash, a contractual right to receive cash or
another financial asset from another enterprise, a contractual right to exchange
financlal instruments with another enterprise under conditions that are potentially
favourable, or an equity instrument of anather enterprise.

Afinancial liahility is any liability that is a contractual obligation {o deliver cash or
anather financial asset to another enterprise, or to exchange financial instruments
with ancther enterprise under conditions that are potentially unfavourable,
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{) Financial instruments (continued)

(i)

(if)

Financial instrtuments recognised on the balance sheet

The particular recognition and measurement method for financial instruments
recognised on the balance sheet is disclosed in the individual accounting policy
note associated with each item.

Financial instruments not recognised on the balance sheet

The Group is a party to financial instrumenis that comprise fuel option contracts,
foreign currency forward contracts and interest raie swap contracts.

These instruments are not recognised in the financial statemenie on inception
except to the extent of cash payments on option premiums for fuel option
contracts which are recorded in deposits.

uei opiion and swap coniracis

The Group is a parly to contracts to protect the Group from volatile movements in
fuel prices, Gains and losses arising frorn fuel option and swap contracts are
recoghised in the income statement only upon settiement by delivery of fuel or on
termination of fuel option and swap contracts.

Foreign currency forward coniracts

The Group enters into foreign currency forward contracts o protect the Group
from movements in exchange rates by establishing the rate at which a fore:gn
currency assst or Hability will be settled.

Exchange gairs and losses on such contracts are recognised in the income
statement when settled.

Interest rate swap and inferest rate cap contracts

The Group enters into interest rate swap and interest rate cap contracts to protect
the Group from urfavourable movement in inferest rates via interest differential
paid or received on an interest rate swap contract, which is recognised as a
caomponent of inferest income or expense over the period of the contract. Gains
and losses on early termination of interest rate swaps are taken to the income

statement.

Fair value estimation for disclosure purposes

The face values for non-derivative financiai assets, less any estimated credit
adjustments and financial liabilities with a maturity petiod of less than one year are
assumed to approximate their fair values,
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CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

Estimates and judgements are continually evaluated by the Directors and are based on historical
experience and other factors, including expectations of future events that are believed to be
reasonable under the circumstances.

The Group makes estimates and assumptions concerning the future. The resulting accounting
estimates will, by definition, rarely equal the related actual results. To enhance the information
content of the estimates, certain key variables that are anticipated to have a material impact o the
Group’s results and financial position are tested for sensitivity to changes in the underlying
parameters. The estimates and assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within the next year are axplained

below.

)] Estimated useful lives and residua! values of aircraft frames and engines

The Group reviews annually the estimated useful lives and residual valles of aircraft
frames and engines based on factors such as business plan and strategies, expectad level
of usage, future technological developments and market prices.

Fuiure results of operations could be materially affected by changes in these estimates

brought about by changes in the factors mentioned above. A reduction in the estimaied
useful lives and residual values of aircraft frames and engines as disclosed in Note 2(d),
would increase the recorded depreciation and decrease the carrying amount of property,

plant and equipment.

{it) Deferred tax assets

Deferred tax assets are recognised to the extent thai it is probable that future taxable
profits will be available against which temporary differences can be utilised. Estimating
the future taxable profits involves significant assumpticns, especially in respeci of fares,
ioad factor, fuel price, maintenance costs and currency movements. These assumptions
have been built based on past performance and adjusted for non-recurring circumstances
and a reasonable growth rate. However, even where the actual taxable profits in the future
are 5 percent lower than the anticipated taxabie profits, the deferred tax assets can still be

fuily utilised.
(i) Recoverability of intercompany balances

The Group has investrents in Thai AirAsia Co. Lid and PT Indonesia AirAsia, both of
which provide air transportation services, as disclosed in Notes 13 and 14 to the financial
statemenis respectively. As at the balance sheet date, the amounts owing by these
refated parties amount to RM366.4 rmillion (2008: RM308.7 million) and RM445.8 million
{2008: BM378.5 million) respectively. No allowances for doubtful debts have been
provided for these balances as the Directors are of the view that these related parties
would have sufficient fufure funds to repay these debts, based on the projected cash flows

of these entities.
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REVENUE

Group Company

2008 2008 2009 2008

RM'000 RMQ00 RM'000 RM'000

Passenger seat sales 2,138,011 1,594,203 2,138,011 1,595,482
Aircraft operating lease income 320,332 179,285 320,332 179,285
Surcharges and fees 261,193 810,670 261,183 810,670
Travel and tour operations : 60,852 40,997 - -
Cther revenue 352,513 229,815 352,613 200,815

3,132,901 2,854,970 3,072,049 2,815,262

Other revenue includes excess baggage, baggage handiing fee, freight and cancallation,
documentation fees amounting to RM304.0 million {(2008: RM189.0 million) for the Group and

Company.

[Pr——

STAFF COSTS

Group Company

2008 2008 2008 2008

RW'000 RMO00 RM'G00 RM'000

Wages, salaries, bonus and allowances 278,707 219,406 278,379 218,494
Defined contribution retirement plan 26,285 17,387 26,172 17,279

306,002 236,793 304,551 235,773

Included in staff costs is Executive Directors' remuneration which is analysed as follows:
Group and Company

2009 2008
RMCDO RM'000

Fxacutive Directors

- basic salaries, bonus and allowances 8,640 4,440

- defined contribution plan 1,037 533

MNon-executive Directors

- fees 883 9B3
10,660 5,956
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AIRASIA BERHAD

{Incorporated in Malaysia)

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2008 (CONTINUED)

STAFF COSTS (CONTINUED)
The remuneration payable to the Directors of the Company is analysed as follows:

Executive Non-execuiive
2009 2008 20009 2008

Range af remuneration

Up to BRMS0,000 - - -
RM50,001 to RM100,000 - -

RM100,001 to RM150,000 - -
RM150,001 to RM200,000 - -
RM2,000,000 to RM4,000,000 - 2
RM4,000,001 to RM5,000,000 1 - - -
RM5,000,001 to RM8,000,000 1 - -

r WO
i W=,

Set out below are details of outstanding opticns over the ordinary shares of the Company granted
under the ESOS to the Directors:

Exercise
Expiry prices At At
Grant date date BM/share  1.1.2008 Exercised Lapsed 31.12.2009
000 ‘000 ‘000 000
1 Sept 2004 6 Juna 2014 1.08 1,200 - - 1,200
2009 2008
'000 '000
Number of share options vested at bailance sheet date L 1,200 1,200

During the financial year, the ESOS exercise period was extended for a further & years from &
June 2008 to 6 June 2014.
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AIRASIA BERHAD
(Incomorated in Malaysia}

NOTES TO THE FINANGIAL STATEMENTS - 31 DECEMBER 2008 {CONTINUED)

OTHER OPERATING EXPENSES

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

Propetty, plant and equipment

- Wiite off

Rental of land and building

Auditors’ remuneration

Write-off of receivables

Rental of equipment

Amoertisation of lang term prepayments
Amortisation of other investments
Loss on disposal of other investments
Net foreign exchange (gain)/loss

- Realised

1 henmpm o I mad
1 E b b

OTHER INCOME

Gain on disposals of property, plant
and equipment
Gthers

Group Company

2008 2008 2008 2008
RM*000 RM'000 RMO00 RM'000
388 29 388 37
4,181 3,167 4,157 3,142
466 486 438 485

- 737 - 737

1,475 530 1,475 530

9,645 10,261 8,645 10,261
11 13 11 13

- 4,217 - 4217
{48,020} 2,314 (49,968) 2,314
251868 {24 07N 2n188 (24,377}
Giroup Company

2009 2008 2009 2008
RM'000 RM'O00 RM'00C BMO00
30,696 15,654 30,696 15,554
71,687 65,991 71,687 65,991
102,383 81,545 102,383 81,545
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AIRASIA BERHAD
{Incorporated in Malaysia)

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2009 (CONTINUED)

FINANCE iNCOME/{COSTS)

Finance income:

Foreign exchange gain on borrowings

- Realised

- Unrealised

Interest income

- deposits with licensed banks

~ short term deposits with fund
management companies

- other interest income

Finance cosis;

Unrealised foreign exchange loss
on borrowings

interest expense

- bank borrowings

- hire-purchase payables

Bank faciiities and other charges

Net finance costs

Group Company
2009 2008 2009 20089
RM000 RM'O00 RM'D00 RBM'000
2,295 14,255 2,295 14,255
75,910 - 75,910 -
1,009 1,687 1,009 1,687
627 5,435 627 5,435
4.664 13,868 4,621 18,868
84,505 35,245 84,462 35,245
- (249,271) - (249,271)
(371,141) (297,521) (371,141} (297,621)
(12) (12) (12) {12)
(3,818) (5,981) {3,818) (5,878)
{374,871) {552,785) {374,871) {552,782)
(220,466) (517,540) (280,509) (517,537}
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AIRASIA BERHAD
(Incorporated in Malaysia)

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2009 (CONTINUED)

TAXATION
Group Company
2009 2008 2008 2008
RWO00 RM'000 RM’000 RM000
Current taxation
- Malaysian tax 12,301 2,179 12,31 2,179
- Foreign tax 1,805 1,680 1,805 1,590
Overprovision of income tax in prior years (2,920) - {2,920) -
Deferted taxation {Note 17) 104,835 (376,404) 104,835 {376,404)
118,021 (372,635) 116,021 {372,635)
Current taxation
- Current financial ysar 14,106 3,769 14,108 3,769
- Overprovision of income tax in prior years {2,820) - (2,920) -
Deferred taxation
- Origination and reversal of temporary
differences 121,581 (164,179) 121,581 (164,179)
- Tax incentives (16,746)  (2i2,2285) (18,748}  ©i12,225
116,021 (372,635) 116,021 (372,635)
The current taxation charge is in respect of interest income which is assessed separaiely.
The explanation of the reiationship between taxation and profit/(loss) before taxation is as
follows:
Group Company
2009 2008 2008 2008
RM’000 RM'000 RM'000 RM000
Profit/{loss) before taxation 522,288 (869,198) 618,020 {867,987)
Tax calculated at Malaysian tax rate
of 25 % (2008: 26%) 155,572 (225,991) 154,505 (225,677)
Tax effects of:
- expenses not deductible for tax purposes 2,559 66,973 3,626 66,659
- income not subject to tax {23,268) {2,237) (23,268) (2,237)
- temporary differences not recognised
within the pioneer period B24 B45 824 845
- tax incentives (16,746)  (212,225) (16,748)  (212,225)
- over provision of income tax in prior years (2,920) - {2,920) -
Taxation 116,021 {372,635) 116,021 (872,635)
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AIRASIA BERHAD
{Incorporated in Malaysia)

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2008 (CONTINUED)

EARNINGS/(LOSS) PER SHARE

(@)

Basic =arnings/(loss) per share

Basic earnings/{loss) per share is calculated by dividing the net profit/{loss) for the
financial year by the weighted average number of ordinary shares in issue during the

financial year.

Group

2008 2008
Profit/(loss) for the financial year (RM’000) 506,267 (496,563)
Weighted average number of ordinary shares in Issue (‘000) 2,456,443 2,358,313
Earnings/(loss) per share {(sen) 20.6 (21.1)

Diluted earnings/(loss) per share

For the diluted earningsf(ioss) per share calculation, the weighted average number of
ordinary shares in issue is adjusted to assume conversion of alt dilutive potential ordinary

shares.

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

In assessing the dilution in earnings/(ioss) per share arising from the issue of share
opticns, certain computations are performed to determine the rumber of shares that could
have been acquired at markst price. This computation serves to determine the “bonus”
element to the ordinary shares outstanding for the purpose of computing the dilution. No
adiustment is made to net profit/{loss) for the financial year in the calculation of the diluted
earnings/(loss) per share from the issue of the share options.

Group
2008 2008
Profit/(loss) for the financial year (HM’OOO) 508,267 (496,563)
Weighted avetage number of ordinary shares in issue ('000) 2,456,443 2,358,313
Adjustment for ESOS {‘000) - 3,388
Weighted average number of ordinary shares for diluted
eamings per share 2,456,443 2,361,701

Diluted earnings/(loss) per share (sen) 20.6 N/A

As the diluted earnings/{loss) per share computation is anti-ditutive, the dituted
earnings/(loss) per share is assumed to be similar to the basic earnings/(loss) per share.
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Caompany No.
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AIRASIA BERHAD
(Incorporated in Malaysia)

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2009 (CONTINUED)

Group
At 31 December 2008

Aircraft engines, airframe
and service potential
Aircraft spares
Alrcraft fixtures and fitiings
Buildings
Motor vehicies
Office equipment, furniture and fittings
Office renovation
Simulator equipment
Operating pfant and ground equipment
Kitchen equipment
in fight equipment
Training equipment
Assets not yet in operation

" PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

Accumulated

35

Cost depreciation
RM'000 RM'000
8,628,583 (952,476)
188,037 {49,343)
85,602 {37,260)
40,362 (2,372)
14,337 {8,376)
37,126 (25,918)
9,197 (6,327)
55,930 {8,250)
25,186 {(14,147)
202 (8
559 (136)
2,733 (558)
H66 -
9,048,370 (1,106,182)

Net book
value
RM'000

7,676,107
118,894
28,342
37,990
4,961
11,208
2,870
47,670
10,989
194

423
2,174
566

7,942,188
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Company No.
284669 | W

AIRASIA BERHAD

{Incorporated in Malaysia)

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2009 (CONTINUED)

PROPERTY, PLANT AND EQUIPMENT {CONTINUED)

Group
At 31 December 2008

Aircraft engines, airframe
and service potential
Aircraft spares
Aircraft fixtures and fittings
Buildings
Motor vehicles
Offige equipment, furniture and fittings
Office rencvation
Simulator equipment
Operating plant and ground equipment
Kitchen eguipment
In flight equipment
Training eguipment
Assets not yet in operation

Cost

Accumulated
depreciation

RM'000

6,933,414

134,546
62,312
15,834
11,610
31,389

7,588
55,762
21,489

2899
343
712
24,601

7,289,899

37

RM'C00

(596,152)

(33,726)
(25,528)
(1,852)
(6,416)
(21,181)
(4,774)
(6,022)
(9,717)
(105)
{35}
(92)

(705,600)

Net book
value
RM'OGD -

6,337,262

100,820
36,784
13,982

5,194
10,208
2,814
49,740
11,772
194
308
820
24,601

6,594,299
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Company No.
284669 | W

AIRASIA BERHAD

(Incorporated in Malaysia)

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2008 (CONTINUED)

PROPERTY, PLANT AND EQUIPMENT {CONTINUED}

Accumulated Net book
Cost _depreciation value
AM'000 RM'000 RM000
Company
At 31 December 2008
Aircrait engines, airframe
and service potential 8,628,583 (952,476) 7,676,107
Aircraft spares 168,037 (49,343) 118,694
Aircraft fixtures and fittings 65,6802 {37,260) 28,342
Buiidings 40,362 (2,372) 37,890
Motor vehicles 13,732 (9,376) 4,356
Office equipment, furniture and fittings 37,031 (25,919) 11,112
Office renovation 9197 (8,327) 2,870
Simulator equipment 55,830 {8,260) 47,670
Operating plant and ground equipment 25,136 (14,147) 10,989
In flight equipment 559 (136) 423
Training equipment 2,733 (559) 2,174
Assets not yet in operation - 566 566

8,047,468 (1,106,175) 7,941,283
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Company No.
284669 | W

AIRASIA BERHAD
{incorporated in Malaysia)

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2009 (CONTINUED)

PROPERTY, PLANT AND EQUIPMENT {CONTINUED)

Accumulated Net book
Cost _depreciation value
RM'000 RM'000 RBM'000
Company

At 31 December 2008
Aircraft engines, airframe 6,833,414 {£96,152) 6,337,262

and service potential
Aircraft spares 134,546 {33,726) 100,820
Aircraft fixtures and fittings 62,312 (25,528) 36,784
Buildings 15,834 {1,852} 13,982
Motor vehicles 11,808 (7,619) 4,589
Oifice egquipmesit, fumiture and fittings 31,303 {21,181) 10,122
Oitice renovation 7,588 (4,774) 2,814
Simuiator equipment 55,762 (6,022) 48,740
Operating piant and ground equipment 21,489 (9,717) 11,772
In flight equipment 343 (35) 308
Training equipment ) 712 (92) 620
Assets not yet in cperafion 24,601 - 24,601
7,299,512 {706,008) 5,953,414

Included in property, plant and equipment of the Group and the Company are assets with the

following net book values:

Net book value of owned aircraft sub-jeased out
Alrcrait pledged as security for borrowings (Note 28)
Simulator piedged as security for borrowings (Note 28)
Motor vehicies on hire-purchase

Group and Compainy

2009
RM'0C0

2,458,972
7,643,739
43,409

76

2008
RM000

1,382,929
§,247,372
45,444
168

The beneficial ownership and operational control of certain aircraft pledged as security for
borrowings rests with the Company when the aircraft is delivered to the Company.

Where the legal tife 1o the aircraft is held by financiers during delivery, the tegal titie will be
transferred to the Company only upon settlement of the respective faciiities.
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. Crunchtime Culinary

Company Na.
284669 | W

AIRASIA BERHAD
{(incorporated in Malaysia)

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2008 (CONTINUED)

INVESTMENT IN SUBSIDIARIES

Unguoted investments, at cost
The details of the subsidiaries are as follows:

Country of

Name incorporation

Directly held by the Company

Malaysia
Saervices Sdn Bhd
{“Crunchtime”)

AA Intamational Lid (“AAIL") ~ Malaysia
AirAsia Go Holiday Sdn Bhd Malaysia

AirAsia (Mauritius) Limited  Mauritius
{("AirAsia Mauritius”} *
Airspace Communications  Malaysia

Sdn Bhd {"Airspace”)

AirAsia (B) Sdn Bhd * Negara Brunei

Darussalam
AirAsia Comporate Services  Malaysia
Limited »
Aras Sejagat Sdn Bhd Malaysia
Asia Air Limited United Kingdom
Held by AAIL
AirAsia (Hong Kong) Limited Hong Kong

{“AirAsia HK") *

AA Capital Lid » Malzysla

*  Not audited by PricewaterhouseCaopers, Malaysia
A Not required to be audited

Group’s effective

eqguity interest

Company

2009 2008
fM'000 RMD00
20 194 20,194

Principal activities

2008
%
100.0

100.0
100.0
100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0

42

2008
%
100.0

100.0
100.0
100.0

100.0

100.0

100.0

100.0

100.0

100.0

Provision of inflight
meals, currently
dormani

Investmeni holding
Tour oparating business

Praviding aircraft leasing
facilities to Thai AirAsia
Co. Lid

Media owner with
publishing division,
currently dormant

Providing air
transportation services,
currently dormant

Facilitate business
transactions for AirAsia
Group with non-resident
goods and service
providers, currently
dormant

Special purpose vehicle
for flnancing
arrangements required
by AirAsia

To provide and promete
AirAsia’s in-flight food to
the European market

Dormant

Darmant



