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AVOLON AEROSPACE UK 4 LIMITED

Directors' report
The Enrectors present their report and the first audited financtal statements of Avolon Aerospace UK 4 Limited (the “Company™) for
the peniod from 1 June 2012 (date of incorporation) to 31 Decemnber 2012

Incorporation, prircipal activity and business review
The Company was incorporated 1n the United Kingdom on 1 June 2012 as a private immited company and GBP 1 ordinary share was
1ssued at par and unpaid on that date

The pnincipal activity of the Company 1s the leasing of two Embraer E190-AR aircraft beanng manufacturer’s senal numbers
19000312 and 19000321 respectively (the “Aircraft™), under operating leases, to VB LeaseCo Pty Ltd (the "Lessee”) The Company
commenced trading on 26 fune 2012 The proceeds from the leases are used to pay Avolon Aerospace ACE 43 Limited (the
"Owner”) under the Head Lease Agreement

Results and dividends
The statement of comprehensive tncome for the penod 1s set out on page 6

The Directors do not recommend the payment of a dividend for the penod

Going concern

The Company has as its only obligation the monthly lease payments under the operating leases of the Awrcrafl to Avolon Aerospace
AOQE 43 Limited (the "Owner™) The ability of the Company o meet 1ts obligations under the leases will depend upon the proceeds
from the lease received from VB LeaseCo Pty Ltd (the "Lessee™) under the “Lease Agreement™

The Company s financia! statements have been prepared on a going concern basis The Directors have considered and continue to
mortor the status of the Company as a going concem

Subsequent events
There are no matenial post balance sheet events up to the date of approval of these financial statements

Financial risk management
The pnmary nsks ansing from the Company’s financial instruments are credit nsk, hquidity nsk and interest mte nsk The pnincipal
natures of these nsks are summansed below

The ulumate parent company Avolon Investments Sar 1, has formed a number of sub-commattees comprising both directors and
management to appropnately monitor and evaluate the key nsks of the business of the Company These nisks are

Credit ris|

There 1s a risk that the counterparties to the lease contracts will default on their hability exposing the Company to credit nsk The
Company has limited credit nisk since its contractual obligations 1n respect of lease payments are subject to lease receipts from the
counterparty and the performance of the Lessec 15 guaranteed by Virgin Blue Aurhnes Pty Limited (the “Guarantor™} 1n accordance
with the ‘Deed of Guaraniee’ Also, the parent company, Avolon Aerospace Leasing Lumited  has a dedicated nsk management
team in place which reviews the credit nsk of 1ts counterparts, as a group

Each new lessee 15 assessed pnor to the Company entening mto commitments and the assessment 1s considered by the Company”s
Board as part of the investment approval decision In addmon, the Company’s leases contain credit nsk protection in the form of
letter of credut deposits Credit nsk 15 monitored and managed by the business on an on-going basis, with regular review of credit
performance and recervable monitonng

The Company also has significant cash balances included in its financial assets and these deposits give nse to credit nsk on amounts
due from counterparties Before placing cash with any bank, the Company has due consideration to both investment retumn and eredit
nsk Although all of its cash balance 1s held with only one bank, the concentration nsk 15 deemed insigmificant given the good
reputation of Wells Fargo




AVOLON AEROSPACE UK 4 LIMITED

Dircctors' report {continued)

Liqurdity risk

In order to mantan hquidity to ensure that sufficient funds are available for ongoing operations and future developments, the
financing policy of the Company 15 such that the matunty profile of the Company's obligations are matched to the profile of s
revenue thereby reducing the Company's hquidity nsk

If the Company cannot meet its obligations, 1t may be required to restrict all cash nflows to meet its financial obligations and may
even be unable to continue to operate on a gomng concern basis Based on all information available, the Directors believe that the
Company has sufficient iquidity to meet uts obligations as they fall due and that 1t continues to be appropnate to prepare the
financial statements on a going concern basis of preparation

Interest rate nsk
Interest beanng assets and habilities are held at a fixed rate to ensure certainty of cash flows

Statement of disclosure of information to auditors
The Directors confirm that

* 50 far as they are aware there 1s no relevant information of which the Company’s auditors are unaware of, and
+ each Director has taken all the steps that they ought to have taken as Directors in order to make themselves aware of
any relevant audit information and to establish that the Company’s auditors are aware of that information

Independent auditors
The auditors KPMG Chartered Accountants who were appointed dunng the penod, have expressed thexr willingness to continue 1n
office as auditor and a resolution to re-appoint them will be proposed at the Company’s forthcoming Annual General Meeting

By order of the board

Mahen Sumam

Director

Il

253 September 2013




AVOLON AEROSPACE UK 4 LIMITED

Statement of Durectors' responsibilities

The Drrectors are responsible for prepanng the Directors' Report and the financial statements 1n accordance with apphcable law and
regulations

Company law requnres the Dhrectors 1o prepare financial statements for each financial period Under that law they have elected to
prepare the financal statements 1n accordance with IFRS as adopted by the EU and apphcable law

The financial statements are required by law to give a true and far view of the state of aftairs of the Company and of the profit or
loss of the Company for that pertod In prepanng these financial statements the Directors are required to

» select suitable accounting pelicies and then apply them consistently,

» make judgments and esumates that are reasonable and prudent,

» state whether applicable IFRS as adopted by the EU have been followed subject to any matenal departures disclosed

and explained in the financial statements and

+ prepare the financial statements on the going concern basis unless 1115 mappropriate to presume that the Company

will conunue 1n business
The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the Company's
transactions and disclose with reasonable accuracy at any time the financial posiion of the Company and enable them to ensure that
the financial statemenis comply with the Companies Act 2006 They have general responsibility for taking such steps as are

reasonably open to them to safeguard the assets of the Company and to prevent and detect fraud and other uregulanties

By order of the board

Dhrector

wSeplernber 2013




KPMG

Chartared Accountants
1 Harbourmaster Place
IFSC

Dublin 1

Ireland

EAF LEASING DR 1 Limateh
INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF A¥OTtONAEROSPACE-HEHEIMIFED-
EAF LEASING UK 1 LmiTeD
We have audited the financial statements of AvotomrAeToypaceliied-Ermed for the year ended 31 December 2012 which compmse the Statement of Comprehensive
Income, the Statement of Financial Position, the Statement of Cash Flows, the Statement of Changes i Sharcholder's Equity and the related notes The financial
reporting framework that has been apphed in their preparation 18 appheable law and International Financial Reporting Standards {IFRSs) as adopted by the EU

This report 18 made solely to the company's members, as a body, m accordance with Chapter 3 of Part 16 of the Companies Act 2006 Our audit work has been
undertaken so that we might state to the company's members those matters we are required to state to them 1n an auditor’s report and for no other purpose To the

fullest extent permitted by law, we do not accept or assume responsibility to anyotte other than the company and the company’s members, as 8 body for our avdst
waork, for this report, cr for the optnions we have formed

Respective responstbilities of directors and suditor

As explained more fully in the Directors' Responstbiliies St t set out on page 4, the directors are responsible for the preparahion of the financial statements and
for being satisfied that they give a true and fair view Our responsibility 18 to audit, and express an opimon on, the financial statements (n accordance with applicable
law and Intemational Standards on Audiing (UK and Ireland) Those standards require us to comply with the Auditing Practices Board's (APB's) Ethucal Standards
for Audtors

Scape of the andit of the financial statementy
A description of the scope of an audit of financial statements 1s provided on the APB's website at www fre.org, uk/apb/scope/pnivate cfm

Opinion oa financial statements

In our opinion the financial statements

B give atrue and fair view of the state of the company’s affairs as at 31 December 2012 and of its profit for the year then ended,
" have been properly prepared i accordance with IFRSs as adopted by the EU, and
]

have been prepared 1n accordance with the requirements of the Compantes Act 2006

Opinion on other matter prescnbed by the Companies Act 2006

In our opinion the information given n the Drrectors’ Report for the financial year for whuch the financial statements are prepared 18 consistent with the financial
statements

Matters on which we are requared to report by excephon

We have nothing to report 1n respect of the following matters where the Compames Act 2006 requures us to report to you if, n our opinion

- adequate accounting records have not been kept, or returns adequate for our audit have not been received from branches not visited by us, or
. the financial statements are not in agreement with the accounting records and returns or

. ertain disclosures of directors' remuneration specified by taw are not made, or

. we have not recerved all the mformation and ¢xplanations we require for our auds

Fll
c
for and on behalf of KPMG, Statatory Aoditor
Chartered Accountanty
1 Harbourmaster Piace,
IFSC Dublin 1
Iretand

& September 2013

KPMG an Insh partnership and a member firm of the KPMG netwerk
of independent rmambar firms atilated with KPMG International
Cooperative |“KPMG International”) a Swiss antity




AYOLON AEROSFACE UK 4 LIMITED

Statement of Comprehensn e Income

for the peried from 1 June 2012 (date of incorporatien) to 31 December 2012

Penod ended
31 December
2012
Notes UsD
Revenues
Lease income 3 2,936,181
Expenses
Lease expense 4 (2,877 457)
Profit from operating activities and before mncome tax 58,724
Income tax expense 5 (14,094)
Profit for the period 44,630
Other comprehensive income -
Total comprehensive income for the penod 44,630

All profits and total comprehensive income for the penod are attributable to the owners of the Company

The accompanying notes on pages 10 to 19 form an integral part of these financtal statements

On behaif of {he board

Drrec)

Mahen Surnam

Date September 2013




AVOLON AEROSPACE UK 4 LIMITED

Statement of Fingncial Position

At 31 December 2012

3§ December
2012
Notes usoD
Assets
Cash and cash reserves 7 540,687
Intercompany receivables 433,592
Total current assets 974,279
Total assets 974,279
Liabilities
Trade and other payables 10 915,553
Current tax liabilities 5 14 094
Total current liabilities 929,647
Total iabilities 919,647
Equity
Share capital 8 2
Retained eamings 8 44 630
Total equity 44,632
Total equity and Liabilities 974,279

The accompanying notes on pages 10 to 19 form an ntegral pant of these financial statements

On behalf gf the board




AVOLON AEROSPACE UK 4 LIMITED

Statement of Cash Flows

for the perod from 1 June 2012 (date of incorporation) to 31 December 2012

. Penod ended
31 December
012
Notes usD
Cash flows from operating activittes
Profit for the period before tax 58724
Adustments for
Increase 1n intercompany receivables (433,592)
Increase 1n trade and cther payables 10 915,553
Net cash from operating activities 540,685
Cash flows from financing activities
Increase in restricted cash 7 (529,871
Proceeds from issuance of ordinary shares 8 2
Net cash from financing actrvities (529,871)
Net increase in cash and cash reserves 10,814
Cash and cash reserves at beginning of the penod -
Cash and cash reserves at 31 December 7 10,814

The accompanying notes on pages 10 to 19 form an integral part of these financial statements

On behalf of the board

Durector

Date29 September 2013




AVOLON AEROSPACE UK 4 LIMITED

Statement of Changes in Shareholder's Equity

for the penod from 1 June 2012 (date of incorparation) to 31 December 2012

Issued share Retamned Total

capital carnings equity

usp USD USD

At date of incorporation - - -
Transaction with shareholder recorded direcily In equity

Issuance of ordinary shares 2 - 2

Total camprehensive income for the peried
Profit for the period - 44 630 44,630
At 31 December 2012 2 44,630 44,632

All equity 15 aunbutable to the holder of the ordinary shares in the Company
The accomparnying notes on pages 10 to 19 form an integral part of these financial statements

On behalf of ghe board

Directpr

Mahen Surnam

Date




AVOLON AEROSPACE UK 4 LIMITED

Notes to the financial statements
1  Reporting entity

The financial staternents of Avolon Aerospace UK 4 Limited (the Company™) for the period from 1 June 2012 {date of
incarporation) to 31 December 2012 were authonsed for 1ssue by the Directors on 40 September 2013

The Company was incorporated on 1 June 2012 in the United Kingdom (UK} with registered number 8093037 The registered office
of the Company 1s Winchester House, MailStop 428 1 Grea Winchester Street, London, EC2ZN 2D8, United Kingdom The
Company commenced trading on 26 June 2012

The princtpal activity of the Company 1s the leasing of two Embraer E190-AR aircraft beanng manufacturer’s senial numbers
19000312 and 19000321 respectively (the *Aircrafi”™) under operating leases to VB LeaseCo Pty Ltd (the "Lessee™) The proceeds
from the leases, effective as from 26 June 2012 and 29 June 2012 for aurcraft 1900312 and 1900312 respectively, are used to pay
Avolon Aerospace AOE 43 Limited (the "Owner") under the Head Lease Agreements

The Company has no direct employees

The Company has no subsidianes

2 Sigmficant accounting pohicies

(a) Statement of compliance

The Company’s financial statements have been prepared 1n nccordance with International Financial Reporting Standards (“IFRS”)
and International Financsal Reporting [nterpretation Commuttee (IFRIC) as adopted by the European Umon (“EU”) and as apphied in
accordance with the Companies Act 2006, [FRSs apphed by the Company in the preparation of these financial statements and those
that were effecuve at 31 December 2012 The accounting policies have been consistently apphed by the Company unless otherwise
descnbed The pnncipal accounting policies adopted by the Company are sat out in this note

(b) Accounting developments

(1) New and amended standards effective and adopred during the period

A number of new standards, amendments to standards and tnterpretations are effective for annual penods beginmng on 1 January
2012

The Directors have considered the newly effecuive standards However, they do not consider these to have any matenial tmpact on
the Company

{i}  New and amended standards 1ssued not yet effectve and not early adopted

When new standards, amendments to standards and interpretations will have no or no matenal effect on the financial statements of
the Company, 11 1s not necessary to List them as such a disclosure would not be material

* [FRS 9 Financial Instruments (effective date of 1 January 2015), **

« [FRS 10 Consolidated Financial Statements (effective date of 1 January 2013), *

« [FRS 11 Joint Arrangements (effecuve date of 1 January 2013), *

« IFRS 12 Disclosures of Interast in Other Entittes {effective date of 1 January 2013), *

+ IFRS 13 Fair Value Measurement (effective date of i January 2013),

= IAS 27 Separate Financial Statements (effective date of 1 January 2013) *

+ Amendment to IAS 19 Employment benefits (effective date 1 January 2013),and

» Amendment 1o IAS 32 Financial instruments presentation (effective date 1 January 2014)

* above dates represent LIASB cffective dates the EU required implementation date 15 1 January 2014
** awaiting EU endorsement
None of these are expected to have a sigificant impact on the financial statements of the Company




AVOLON AEROSPACE UK 4 LIMITED

Notes to the financial statements (continued)
2 Sigaificant accounting policies {continued)

{¢) Basis of preparation
Except as otherwise indicated all financial mformation presented tn USD has been rounded to the nearest USD

The financial statements are prepared on the histonical cost basis

{d) Use of esttmates and judgements

The preparation of the financial statements 1n conforrmity with IFRSs requires management to make judgements estimates and
assurptions that may affect the applicatien of accounting poticies and the reported amounts of assets, liabilities, incomne and
expenses The estimates and associated assumptions are based on vanous factors that are believed to be reasonable under the
circumstances the results of which form the basis of making the judgements about carrying values of assets and habihtes that are
not readily apparent from other sources Actual results may differ from these estimates

In particular, information about sigmficant areas of estimation uncertatnty and cnitical yjudgments in applying accounting pelicies that
have the most stgmficant effect on the amount recognised in the financial statements are described in the following notes

Note 10 — Trade and other payables

Note 14 — Commitments and contingent habiliies

(e) Functional and presentation currency .

The financial statements are presented 1n United States Dollar (USD), which 18 the Company’s functional cumrency Functional
currency ts the currency of the pnmary economic environment in which the entity operates The Company $ main transactions are
denominated in USD The Directors of the Company believe that USD most faithfully represents the economic effects of the
underlying transactions, events and conditions

The judgments and estimates involved in the Company's accounting policies that are considered by the Directors to be the most
important {o the portrayal of the Company's financal condstion and that have a significant nisk of causing a matenal adjustment to
the carrying amounts of assets and liabilities wittun the next financial pened are discussed below

() Financial instruments

The Company’s financial asset categones are loans and receivables Loans and receivables comprise ‘intercompany recervables’ and
*cash and cash reserves’ in the statement of financial posiuon. The Company’s financial habilities are all categonsed as financial
liabtlities measured at amortised cost, which compnse lessee deposits and ‘trade and other payables’ in the statement of financial
position

Non-dervative financial instruments

Non-denvative financial instruments compnse intercompany receivables, cash and cash reserves, lessee deposits and trade and other
payables These instruments are intially recognised at farr value Subsequent to mnal recogmition, nondenvative financial
instruments are measured at cost using the effective mterest rate method, less any impairment losses

(g) Maintenance reserves

Marntenance reserves received in cash from lessees are recogmsed as maintenance Liabilities on the statement of financial position
{habiliies) 1n recogmtion of the contractual commutment to either refund such receipts or to hold them for future scheduled
maintenance work to be performed thereafter Maimtenance work performed by lessees will not be capitalized, but mstead will be
recorded as a refund of mamnienance reserve and shown as a deduction from the payments by the Company for maintenance
liablities account on the statement of financial position Lessor contnbutions and top-ups to maintenance reserves will be recorded
as a leasing expense (over the term of the lease), except where a hability exists by virtue of having purchased an aircraft with leases
attached including an obligation to refund maintenance reserve payments made to date by the lessee, or where they are deemed to be
modifications / improvements that matenally improve the value of the asset/lease or extends its useful hife whereby 1t would be
capitahised and depreciated over the respective hife of the asset or remaining term of the lease When fhight equipment 15 sold the
portion of accrued hability which s not assigned to the buyer 1s recognized as sales revenue The Company reles on its ongong use
of its maintenance forecasting model to assess contractual commitments to refund mamntenance receipts




AVOLON AEROSPACE UK 4 LIMITED

Notes to the financial statements (continued)

1 Sigmficant accounting pobicies (continued)

(h) Employee benefits
The Directors did not receive any emoluments m respect of qualifying services rendered dunng the penod The Company does not
have any employees and thus, there are no associated costs included wathin these financial statements

(1) Revenue and expenditure recognition

Rental income and expense, which are under operating leases are recogrused on a straight-line basis in accordance with the terms of
the lease agreements Lease premiums received and paid are amortised on a straight-hne basis over the lease term commencing from
the date of the lease agreements .
The lease contracts require payment in advance Rentals received, but uneamed under the lease agreements, are recorded as deferred
revenue on the statement of financial position 1n trade and other payables On the other hand, rents paid in advance, are recorded as
prepaid rentals on the statement of financial position in trade and other receivables

The operatng expenses of the Company were paid directly by the aranger and are therefore, not reported in the statement of
comprehensive income

{J) Income tax expense
Income tax expense comprises current and deferred tax Income tax expense 1s recogmsed n the staternent of comprehensive come
except to the extent that it relates to 1tems recognised directly in equity, 1n which case 1t 15 recognuised 1n equity

Current tax 15 the expected tax payable on the taxable income for the penod, using tax rates enacted or substantively enacted at the
reporting date, and any adjustment to tax payable 1n respect of previous penods

Deferred tax

Deferred tax 15 recogmsed using the statement of financial position method, providing for temporary differences between the
carrying amounts of assets and habiliies for financial reporting purposes and the amounts used for taxation purposes Deferred tax 15
not recognised for the following temporary differences the tnitial recogrition of goodwill, the mtial recogmtion of assets or
habilities i a transzaction that s not a business combination and that affects neither accounting nor taxable profit, and differences
relating to nvestments in subsidianies and jointly controlled entties to the extent that they probably wall not reverse in the
foreseeable future Deferred tax 15 measured at the tax rates that are expected to be applied ta the tempormary differences when they
reverse, based on the laws that have been enacted or substantively enacted by the reporung date

A deferred tax asset 15 recognised 1o the extent that 1t is probable that future taxable profits will be available against which temporary
difference can be utiised Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it 1s no longer
probable that the related tax benefit wall be realised

Addttional income taxes that arse from the distribution of dividends are recognised at the same time as the lrability to pay the related
dividend 1s recognised

(k) Other receivables and payables
Other receivables and payables are recognised on an accruals basts

(P Share capital
Ordmary shares are classified as equity Incremental costs directly attnbutable to the issue of ordinary shares are recogmsed as a
deduction from equity

() Determunation of fair value

A number of the Company’s accounting policies and disclosures require the determmination of fair value, for both financial and non-
financtal assets and hatihities Fair vatue ts the amount at which an mstrument could be exchange in an amm’s length transaction
between informed and willing parttes other than as part of a forced hqwdation sale Fair values have been determuned for
measurement and/or disclosure purposes based on the following methods Where applicable, further information about the
assumpuions made 1n deterrmuning faur values is disclosed 1n the notes specific to that asset or hability




AVOLON AEROSPACE UK 4 LIMITED

Notes to the financial statements (continued)

2 Sigmificant accounting pelcies (continued)

(n) Cash and cash reserves

Carrying amount approximates to far value due to the short-term nature of these instruments Cash and cash resources comprise
cash at bank and restnicted cash The restnicied cash relates to monses within the Company's bank account which are restncled
line with the executed transaction agreements signed with Wells Fargo Bank N A

3  Lease mcome
Penod ended
31 December
2012
uso
Lease tncome 2 936,181
Total lease rentals 2,936,181

Geographical information
Lease rental income 15 received from leasing two atrcrafts to VB LeaseCo Pty Lid, under the Operauing Lease Agreements
All of the Company’s revenues are generated from Australia.

At 31 December 2012, there are no aircraft which have lease contracts with customers which are scheduled to expire dunng the year
ending 31 December 2013 In addition, there are no lease contracts where a lessee has early termunation nghts Duning the penod
ended 31 December 2012, no leases were terrunated for which the Company held mamtenance advances at lease expiry or in
respect of which there were any lessce mantenance contrtbutions

The following are the mimmum lease rentals receipts schedule
In mare than 1
year but not
Within 1 more than § In more than 5
year years years Total
UsD UsD uUsD usp

Mimmum lease rental recetpts 5,791,920 23,167,680 21 792,099 50,751,699

4 Lease expense
Period ended
31 December
. 2012

uUsp
Lease expense 2877457

Total lease expenses 2,877,457

Lease rental expense 15 paid due to the leasing of two atrcrafts from Avolon Aerospace AOE 43 Limited, under the Head Lease
Agreements




AVOLON AEROSPACE UK 4 LIMITED

Notes to the financial statements (contimued)

5  Income tax expense

Penod ended
31 December
2012
UsSD
Current tax expense
Current perod (14,094)
Total iIncome tax expense (14,094)
Current tax expense adjustment
Total iIncome tax (14,094)
Period ended
31 December
2012
usp
Reconcihation of effective tax rate
Profit for the penod before tax 58,724
Corporation tax (24%) (14,094)
Tax charge (14,094)
6  Auditor's and directors’ remuneration
Period ended
31 December
2012
USD

The profit for the penod has been amived at afier charging

Directors’ remuneration
Fees -
Other emeluments -

Auditor's remuneration
Audit of the Financial Statements -
Other non-audit services -

The audit fees incurred n respect of thus Company were paid for by the Avolon Group for the penod ended 31 December 2012

n

7  Cash and cash reserves

2012
UsD
Unrestnicted bank balances 10,814
Bank balances subject to withdrawal restnctions 529,873
Cash and cash reserves 540,687

Cash and cash reserves subyect 10 withdrawal restnctions represent cash secuning the Company’s obligatons under the head lease
agreements Amounts received from lessees in respect of arcraft subject to certain funding arrangements may be requured to be held
in segregated accounts to support, amongst other things, certain masntenance related payments including major airframe overhauls,
engine overhauls engine life limited parts replacements, awdliary power unit overhauls and landing gear overhaul as well as interest
and principal payments on the related debt facihity

Unrestricted cash represenis cash held 1n the bank accounts related to the Company s share of proceeds from lease rental income

14




AVOLON AEROSPACE UK 4 LIMITED

Notes to the financial statements (continued)

8  Reconciliation of movement tn capital and reserves

Share Retained Total

capital earnings equity

usp USD USD

At date of incorporation - - -

Total comprehensive ncome for the penod

Profit for the period - 44,630 44,630
Transaction with shareholder recorded directly mn equity

Issue of share capital dunng the penod 2 - 2

At 31 December 2012 H 44,630 44,632

The Company's 1ssued unpaid share capital at period end 15 set at GBP 1 represented by 1 ordinary share wholly owned by Avolon
Acrospace Leasing Limited

All classes of shares 1n the Company have equal voting nghts and are entitled to recerve dividends 1n proportion of the amounts
deemed invested

9  Fianaal risk management
Introduction and overview

The pnncipal activity of the Company 15 the leasing of two Embraer E190-AR aircrafts beantng manufacturer’s serial numbers
19000312 and 19000321 respectively (the *Aircraft™) under operating leases from Avolon Aerospace Leasing AOE 43 Linuted (the
"Owner™) from the proceeds of an operating lease made to VB LeaseCo Pty Lid (the "Lessee™)

Rusk management framework

The Board of Dnrectors has overall responsibility for the establishment and oversight of the Company's nsk management framework
The Company does not have any externally imposed capital requurements

The nsk profile of the Company 1s such that market, credit, hiquidity and other nsks relating to the leases held for nsk management
are borne fully by the arranger

The Company has exposure to the following nsks from its use of financial instruments
(1) Credit nsk,

(1} Liquidity nsk,

{11) Market nsks

(1v) Operational nsk

This note presents information about the Company s exposure to each of the above nsks, the Company’s objectives, policies and
processes for measunng and managing nsk and the Company's management of capital Further quantiauve disclosures are
provided below

{) Credit nsk
Credit nisk 15 the nsk of the financial loss to the Company if the counterparty to the lease fails to meet 11s contraciual obligations

The Company has himited exposure to credit nsk as 1ls contractual obligations are limited only to lease receipts and payments under
the operating leases in place




AVOLON AEROSPACE UK 4 LIMITED

Notes to the financial statements (continued)
9  Financial risk management (continued)
Risk management framework {continued)

(1) Credit nsk (continued)
The carrying amount of financial assets represents the maximum credit exposure The maximum exposure to credit nsk at the
reporting date was as follows

Carrymng Maximum

value exposure

2012 012

USD uUSsD

Cash and cash reserves 540,687 540,687
Intercompany receivables 433 592 433,592
974 279 974 279

(u) Liqudity nsk
Liquidity nsk 1s the nsk that the Company will encounter difficulties in meeting obhgations ansing from its financial habilities as
they fall due

The ability of the Company to meet its obligations under the Leases will be dependent on the receipt of rental income from the
Lessee under the Lease Agreement Pursuant to the enforcement of the Issuer Secunty, the Company 15 not expected to have any
other funds avatlable for it to meet its obligations under the Leases, that 1s, 1n respect of making any payment to the Owner

The Company s obligation to the Owner 15 limited 1o the net proceeds receivable under the leases

The following are the undiscounted contractual matunties of the financial habihtes

2012
Carrying Gross Less than Between More than
Amount contractual 1 year 2to 5 years 5 years
cash flows
usp UsD USD usD USD
Trade and other payables 915,553 915,553 915,553 - -
915553 915553 915,553 - -

(m)  Market nsks
Market nisk 1s the nsk that changes in market prices, such as foreign exchange rate and interest rates will affect the Company’s

The Company 1s not exposed to foreign exchange nisks

Market nsk 1s the nsk that changes 1n market prices, such as foreign exchange rate and interest rates will affect the Company’s
income or the value of (ts holdings of financial instruments

The Company 15 not exposed to foreign exchange nsks

Market nisk embodies the potential for both loss and gains and includes currency nisk, interest rate nisk and price nisk

T K
The Company 15 not exposed to movernents 1n exchange rates
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Notes to the financial statements (continued)
9  Fmnarcial nsk management (continued)
{11} Market nsks {continued)

Interest rate nisk

Interest rate nsk exisis where interest rates on assets and liabiftties are either set according to different bases or reset at different
nmes The Company minimises Its exposure to tnterest rate nsk as the base of calculating the lease 1s the same under both the lease
receivable and payable

Sensitivity analysis
The Company does not bear any interest rate nsk as the interest rate 15 calculated using the same base for both the lease receivable
and payable Therefore any changes in the interest rates would not affect the equaty or the profit or loss of the Company

Fair values
The term "financial mstruments” includes financial assets and financial habilities The fair value of a financial instrument 1s the
amount for which an asset could be exchanged or a hability settled, between knowledgeable, willing parties in an arms length
transaction

Fair value of financial assets and liabilities 1s estimated using quoted market prices for similar instruments and adjusted for
differences between the quoted instrument and the instrument being valued In certain cases, including the loans advanced to
borrowers, where there are no ready markets, vanous techniques have been used to estimate the fair value of the instruments These
estimates are subjective 1n nature and mvolve uncertainties and matters of significant Judgement and therefore cannot be determined
with precision Readers of these financial statements are advised to use caution when using the data to evaluate the Company's
financizl position or to make comparisons with other compames

The fair value of cash and cash reserves, trade and other receivables and trade and other payables 1s equal to their book value

The following table gives details of the carrying amounts and fair values of financial instruments

Carrying amount Fair values
2012 2012
UusD USD
Loans and recervables
Cash and cash reserves 540,687 540,687
Intercompany receivables 433,592 433,592
Financial assets 974,279 974,279
Fenancial habilities
Trade and other payables 915,553 915,553
Current tax habilities 14 0594 t4 094
Financial habilsties 915,553 315,553

(1v)  Operational risk

Operational nsk 1s the nsk of direct or indtrect loss ansing from a wide vanety of causes associated with the Company's processes
and from external factors other than credit, market and kquedity nisks such as those ansing from legal and regulatory requirements
and generally accepted standards of corporate behaviour Operauonal risks are tnherent 1n all business activity

The Company was incorporated with the purpose of engaging in those activities outhned in the preceding paragraphs All
admimistration functions have been outsourced by the Company to Deutsche Bank AG London who has an operational nsk
management function that assist and advise line management on specific operational nsks

i7
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Notes to the financial statements (continued)
%  Fmancial nsk management (continued)
(1v)  Operational nsk (continued)

Capital management

The Company’s transactions are designed to enable the Company to pay its habihties as they fall due only without realising a
significant retum on capital This 1s the objective of the Company's capital management policy As the level of lease income
receivable and lease expense payable were established on incorporation of the Company there 15 little need for the momtoring of the
return on capiial There were no changes in the Company’s approach to capital management dunng the peniod The Company 15 not
subject to externally imposed capital requirements

10 Trade and other payables

2012

UsD

Defemred lease income 442 439
Intercompany payable 473,114
915,553

11 Holding and ultimate parent company
One GBP | ordinary share 1ssued 15 held by Avolon Aerospace Leasing Limited

Avolon Investments S a rl, a company incorporated and domiciled in Luxembourg, holds all shares of Avolon Aerospace Limuted
and 1s hence constdered as the ultimate parent and controlling party of the Company

12 Related party transactions

Dunng the penod, fees of USD 7,887 were charged by Deutsche [nternational Finance (Ireland) Limuted in respect of administration
services provided to the Company and USD 3,788 as a one-off acceptance fee These fees were fully paid by the armanger, Avolon
Aerospace Leasing Limited at period end

Deutsche Internauonal Finance (Ireland) Limited 1s a sister company of Deutsche Bank AG London Branch There have been no
transactions with key management personnel dunng the penod as the Company has no employees

The Company leased two awrcrafts from Avolon Aerospace ACE 43 Limited and paid USD 2,838,041 dunng the period under the
termss of the Head Lease agreements The Company 1ssued one share to Avolon Aerospace Leasing Lymited dunng the penod which
remains unpaid

13 Subsequent cvenis

There are no material post balance sheet events up to the date of approval of these financial statements

14 Commiments and contingent liabilities

(a) Operating lease commitments

At the date of signing of the financial statements the Company had the followtng lease commitments

In more than 1
year but not

Within 1 more than 8 In more than §
year years years Total
usD uUsD UsD USD
Mimmum lease rental payments 5,676,082 22,704,326 21,356,257 49,736 665
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Notes to the financial statements (continoed)

14 Commitments and contingent habilties (continued)
(b} Guarantees

Avolon Aerospace Leasing Limited guarantees the obligations of the Company to VB LeaseCo Pty Ltd under the terms of the
operating lease agreement.

15 Approval of financial statements

The firancial statements were authonsed and 1ssued for approval by the Board on aojeptember 2013




