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EAF LEASING UK 1 LIMITED

Directors’ report :
The directors present their report and the audited financial statements of EAF Leasmg UK 1 Limited, (the “Company”) for the year ended
. 31 December 2015.

lncorporatnon and prmclpal activity : :

The Company was incorporated in the United Kingdom on 1 June 2012 as a private limited company and GBP 1 ordinary share was issued
at par and unpaid on that date. The Company changed its name from Avolon Aerospace UK 4 Limited to EAF Leasing UK 1 Limited on
16 October 2013. On 17 October 2013, Avolon Aerospace Leasing Limited transferred the shares held to Emerald Aviation Finance
Limited. :
The principal activity of the Company is the leasing of two Embraer E190-AR aircraft bearing manufacturer’s serial numbers 19000312
~and 19000321 respectively (the “Aircraft””), under operating leases, to VB LeaseCo Pty Ltd (the "Lessee"). The Company commenced
trading on 26 June 2012: The proceeds from the leases were previously used to pay Avolon Aerospace AOE 43 Limited (the "Owner")
under the Head Lease Agreement. As from 17 October 2013, the Owner changed to Emerald Aviation AOE 7 Limited.

Results and dividends .
The Statement of profit or loss and other comprehensive income for the year is set out on page 7.

The directors do not recommend the payment of dividend for the year under review (2014: USD nil).

Going concern

The Company has as its only obligation the monthly lease payments under the operating leases of the Alrcraﬂ to Emerald Aviation Finance
Limited (the "Owner"). The ability of the Company to meet its 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 financial statements have been prepared ona going concern basis. The directors have eonsndered and continue to monitor
the status of the Company asa going concern.

Strategic report
As the'Company qualifies as a small company under the Compames Act 2006 the Company is exempt from the requirement to prepare the
strategic report as penmtted by the Companies Act 2006 (Strategic Report and Dlrectors Report) Regulatlons 20]3

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

Key performance indicators (‘KPIs’)

The key performance indicator of the. business is considered to be the operating lease income derived from the leasing of two Embraer
E190-AR aircraft bearing manufacturer’s serial numbers 19000312 and 19000321 respectively (the “Aircraft”), under operating leases to
VB LeaseCo Pty Ltd (the "Lessee"). The profit for the year to 31 December 2015 of USD 82,150 (2014: USD 67,796) was sngmﬁcantly
attributable to the operatmg ]ease income derived from the leasing of two Embraer E190-AR aircraft.

Financial Risk Management
The primary risks arising from the Company’s financial instruments.are credit risk, liquidity nsk and operational risk. The principal natures
of these risks are summansed below.

The ultimate parent company, Avolon Holdings'Limited (“AHL?Y), has formed a number of sub-committees comprising both directors-and
management to appropriately monitor and evaluate the key risks of the business of the Company. These risks are:

Credit risk

There is a risk that the counterpames to the lease contracts will default on thelr liability exposing the Company to credit risk. The Company
has limited credit risk since its contractual obligations in respect of lease payments are subject to lease receipts from the counterparty and
the performance of the Lessee is guaranteed by Virgin Blue Airlines Pty Limited (the “Guarantor) ‘in accordance with the ‘Deed of
. Guarantee’. Also, the parent company, Emerald Av1at10n Finance Limited, has a dedicated risk managemem team in place which reviews
the credit risk of i lts counterparts, as a group.

Each new lessee is assessed prior to the Company entering into commitments and the assessment is consxdered by the Company’s Board as
part of the investment approval decision. In addition, the Company’s leases contain credit risk protection in the form of letter of credit
deposits. Credit risk is monitored and managed by the busmess on an on-going basis, with regular review of credit perfonnance and
receivable monitoring.



EAF LEASING UK 1 LIMITED |, ) . . : .

Directors' report (continued) - . A .
Financial Risk Management (continued)

Credit risk (continued)

The Company also has significant cash balances mcluded in its.financial assets and these deposits give rise to credit risk on amounts due
from counterparties. Before placing cash with any bank, ‘the Company has due consideration to both investment return and credit risk.
Although all of its cash balance is held with only one bank, the concentration risk is deemed insignificant given the credit rating of Wells
Fargo Bank'N.A. -

Liquidity risk - . T

In order to maintain llqurdny to ensure that sufficient funds are available for ongoing operatlons and future developments, the financing
policy of the Company is such that the maturity profile of the Company’s obllganons are matched to the prof le of its revenue thereby
reducing the Company’s 11qu1d1ty risk.

In order to maintain liquidity to ensure that sufficient funds are available for ongoing-operations and future developments, the financing
policy of the Company is such that the maturity prof ile of the Company's obligations are matched to the profile of its revenue thereby
reducing the Company's Ilquny risk.

If the Company cannot meet its obligations, it may be required to restrict all cash.inflows to meet its ﬁnancral obligations and may even be
unable to continue to operate on a going ¢oncern basis. Based on all information available, the directors believe that the Company has
sufficient liquidity to' meet its obligations as they fall due and that it continues to be appropriate to prepare. the financial statements on a
going concern basis of preparation.

Operational risk
Operational risk is the risk of direct or mdLrect loss arising from a wide variety of causes associated with the Company’s processes and

from external factors other than credit, market and liquidity risks such as those arising from legal and regulatory requlrements and generally
accepted standards of corporate behavrour Operational risks are inherent in all busmess activity.

" The Company was incorporated with the purpose of engaging in those activitiés outlined in the preceding paragraphs. All administration
functions have been outsourced by the Company to Deutsche Bank AG London who has an operational risk management function that
assist and advise line management on specific operational risks.

Statement of disclosure of information to auditors
The directors confirm that:

* so far as they are awzire, there is 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.

lndependent auditors

The auditors, KPMG Chartered Accountants, have indicated they will continue in office as auditor and a resolutron to re-appoint them will
be proposed at the Company’s forthcoming Annual General Meeting. :

Directors and their interests ' A . -
“The directors did not have any mterest in the shares or options of the Company at any time during the year ended 31 December 2015.

Political contributions
‘The Company did not make any political donations during the year (2014: nil).

‘

By order of the board

Director




EAF LEASING UK 1 LlMlTEIj

_ Statement of directors' responsibilities

The directors are rcsponsnble for preparing the Dlrectors Report and the financial statements in accordanee with appllcable law and
‘Tegulations.

Company law requires the directors to preparé financial statements for each fi nancial year. Under that law they have elected to prepare the
financial statements in accordance with IFRS as adopted by the European Union ("EU") and applicable law.

" The financial statements are required by law to give a true and fair view of the state of affairs of the Company and of the prof it or loss of
the Company for that year. In preparing these financial statements the directors are required to: .

» select suitable accounting policies and then apply them consistently;
- » make judgments and estimates 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 lt is inappropriate to presume that the Company w111 continue
in business. - . .

The directors are responsible for keeping adequate accountmg records that are sufficient to show and explain the Company's transactions
and disclose with reasonable accuracy at any time the financial position of the Company and enable them to ensure that the fi nancial
statements 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 irregularities.

t

By order of the board

y/a

birector  Sunil Masson
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" INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF EAF LEASING UK 1
LIMITED

We have audited the financial statements (“financial statements”) of EAF Leasing UK 1 Limited for
the year ended 31 December 2015 which comprise the statement of profit and loss and other
comprehensive income, statement of financial position, statement of changes in equity, statement
of cash flows and the related notes. The financial reporting framework that has been applied in
their preparation is applicable law and International Financial Reporting Standards (IFRSs) as
‘adopted by the EU. Our audit was conducted in accordance with International Standards on
Auditing (ISAs) (UK & Ireland)

Opinions and conclusions arising from our audit

1 Our opinion on the financial statements is unmodified

In our opinion the financial statements:

» give a true and fair view of the state of the Company's affairs as at 31 December 2015 and of
its profit for the year then ended;

¢ have been properly prepared in accordance with IFRSs as adopted by the EU; and

+ have been prepared in accordance with the requirements of the Companies Act 2006.

2 Our conclusions on other matters on which we are required to report by the
Companies Act 2006 are set out below

In our opinion the information given in the Directors' Report for the financial year for which the
financial statements are prepared is consistent with the financial statements.

3 We have nothing to report in respect of matters on which we are required to report
by exception

Under ISAs (UK and Ireland) we are required to report to you if, based on the knowledge we acquired
during our audit, we have identified other information in the annual report that contains a material
inconsistency with either that knowledge or the financial statements, a material misstatement of fact,
. or that is otherwise misleading.

Under the Companies Act 2006 we are reqwred to report to you if, in our opinion:

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

s the financial statements are not in agreement with the accounting records and returns; or
e certain disclosures of directors’ remuneration specified by law are not made; or
 we have not received all the information and explanations we require for our audit; or

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

We have nothing to report in respect of the above responsibilities.

KPMG, an Irish partnership and a member firm of the KPMG network
of independent member firms affiliated with KPMG International
Cooperative (“KPMG International”), a Swiss entity

7



INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF EAF LEASING UK 1
LIMITED (continued)

Basis of our report, responsnbllltles and restrlctlons on use

As explained more fully in the Statement of Directors’ Responsnbllltles set out on page 4, the directors
are responsible for the preparation of the financial statements and for being satisfied that they give
a true and fair view and otherwise comply with the Companies Act 2006. Our responsibility is to
audit and express an opinion on the financial statements in accordance with International Standards
on Auditing (UK and Ireland). Those standards require us to comply with the Fmanmal Reportlng.
Council’s Ethical Standards for Auditors.

An audit undertaken in accordance with 1ISAs (UK & Ireland) involves obtaining evidence about the

amounts and disclosures in the financial statements sufficient to give reasonable assurance that the

financial statements are free from material misstatement, whether caused by fraud or error. This

includes an assessment of: whether the accounting policies are appropriaté to the Company's

circumstances and have been consistently applied and adequately disclosed; the reasonableness

of significant accounting estlmates made by the directors; and the overall presentation of the fmanc:lal
« statements.

4In addition, we read all the financial and non- flnanC|aI information in the Annual Report to |dent|fy
“material inconsistencies with the audited financial statéments and to identify any information that is
apparently materially incorrect based on, or materially inconsistent with, the knowledge acquired by
us in the course of performing the audit. If we become aware of any apparent material misstatements
- or inconsistencies we consider the implications for our report.

Whilst an audit conducted in accordance with ISAs (UK & Ireland) is designed to provide reasonable
assurance of identifying material misstatements or omissions it is not guaranteed to do so. Rather
the auditor plans the audit to determine the extent of testing needed to reduce to an appropriately
low level the probability that the aggregate of uncorrected and undetected misstatements does not
exceed materiality for the financial statements as a whole. This testing requires us to conduct
significant audit work on a broad range of assets, liabilities, income and expense as well as devoting
significant time of the most experienced members of the audit team, in particular the engagement
partner responsible for the audit, to subjective areas of the accounting and reporting.

~ This report is made solely to the Company's members, as a body, in accordance with Chapter 3 of
Part 16 of the Companies Act 2006. 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 in an auditor's.report and.
for no other purpose. To the fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the Company and the Company's members, as a body, for our
audit work, for this report, or for the opinions we have formed.

o T

Killian ehior Statutory Auditor) g 07 September 2016
ferand on behalf of KPMG, Statutory Auditor

Chartered Accountants

1 Harbourmaster Place

IFSC

Dublin 1




" EAF LEASING l:JK 1 LIMITED

Statement of profit or loss‘and other compréhensive income

- for the year ended 31 December 2015

Year e‘nded

Year ended -
31 December ~ 31 December
) 2015 2014
E _Notes USD " USDh
’ bRevenues R .
Operating lease income 3 o 5,791 ,920_ 5,791,920
Operating lease expense 3 (5,676,082) (5,676,081) -
“Total net revenue 115,838 115,839
Interest income ) 1ns " 61
Foreign exchange gain- ' 521 - 328
Expehses o
‘General legal fees ) - (13,465) (29,955) -
Profit from operating activities and before income tax 103,009 . 86,273
lﬁcﬂme tax expense 4 . (20,602) (18,477)
Profit for the year 82,407 -~ 67,796
Other comprehensive result - -
Total comprehensive income for the year 82,407 . 67,796

All profits and total éomprehensive income for the year and the preceding financial year are attributable to the owner of the Company.

The accompanying notes on pages 11 to 19 form an integral part of these financial statements.

On behalf of the board

Director  Sunil Masson



EAF LEASING UK 1 LIMITED

Statement of financial position.
. At 31 December 2015

31 December 31 December

. , _ : o 2015 - 2014
: Notes USD USD
L 3
Restricted cash : , o S 6 257,795 139,122
Intercompany receivables ) : 7 ) 375,307 398,862
- Total current assets . X . 633,102 ~ 537,984
Total assets i © 633,102 - 537,984
Liabilities . .

Trade and other payables : ) . 10 . ) 442,436 428,166
Current tax liabilities ' . 4,175 - 5,734
Total current liabilities ) 446,611 433,900
Total liabilities : 446,611 433,900

Equity . . .
Share capital ) ) ' . 8 . ’ 2 . 2
Retained earnings o - - ’ 8 186,489 . 104,082
Total equity - - L 186,491 104,084
Total equity and liabilities ) . ' . 633,102 © 537,984

The accbmpanying notes on pages !1 to 19 form an integral part of these financial statements.

On behalf of the board

ya/

‘Director  Sunil Masson



EAF LEASING UK 1 LIMITED

Statement of cash flows

for the year ended 31 December 2015°

Year ended Year ended
31 December 31 December
2015 2014
- Notes UsSDh usSD
Cash flows from operating activities E
Profit for the year before tax " 103,009 86,273
Adjustments for: . )
Decrease in i’nteréompany receivables 7 23,502 64,523 .
Increase/(decrease) in trade and other payables 10 14,270 (14,273)
Cash generated from operating activities 140,781 136,523
Income tax paid v (22,108) (26,691)
Net cash from operating activities 118,673 109,832
Cash flows from financing activities
_Increase in restricted cash (118,673) © (109,832)
Net cash used in financing activities . (118,673) . (109,832)
Net result in cash and cash equivalents - -
Cash and cash equivalents at 1 January - -
Cash and cash equivalents at 31 December 6 - -

The accompanying notes on-pages 11 to 19 form an integral part of these financial statements.

On be;half of'the board.

/-




EAF LEASING UK 1 LIMITED

Statement of changes in shareholder's equity

for the year ended 31 December 2015

Share

Retained Total

capital earnings equity

usD USD USD

"At 1 January 2014 2 36,286 | 36,288
Total comprehensive income for the year .

Profit fof the year | . 67,79 67,796

At 31 ljecember 2014 2 104,082 104,084

Total comprehensivé income for the year
Profit for the year - 82,407 82,407
2 - 186,489 186,491

At 31 December 2015

All equity is attributable to the holder of the ordinary shares in the Company.

The accomipanying notes on pages 11 to 19 form an integral part of these financial statements.

On behalf of ﬁ1e board
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EAF LEASING UK 1 LIMITED

Notes to the financial statements
1. Reporting entity

The financial_spatements of the Company for the year ended 31 December 2015 were authorised for issue by the dlrectors on
................. 9/ /q /... 2016. .
The Company was incorporated on 1 June 2012 in the United Kingdom (UK) with registered number 8093037. The registered office of the
Company is Winchester House, Mailstop 428, 1 Great Winchester Street, London, EC2N 2DB, United Kingdom. The Company
commenced trading on 26 June 2012. The Company changed its'name from Avolon Aerospace UK 4 Limited to EAF Leasing UK 1
" Limited on 16 October 2013. ' '

" The principal activity of the Company is the leasing of two Embraer E190-AR aircraft bearing manufacturer’s serial numbers 19000312
and 19000321 respectively (the “Aircraft”) under operating leases to VB LeaseCo Pty Ltd (the "Lessee"). The proceeds from the leases,

- effective as from 17 October 2013 for aircraft 1900312 and 1900321 respectively, are used to pay Emerald Aviation AOE 7 Limited (the
"Owner") under the Head Lease Agreements.

The Compaﬁy has no direct employees.

The Company has no subsidiaries.

2. Significant accounting polic}es

(a) Statement of compliance

The Company’s financial statements have been prepared.in accordance with International Financial Reporting Standards (“IFRS”) and
" International Financial Reporting Interpretation Committee (IFRIC) as adopted by the European. Union (“EU”) and as applied in

accordance with the Companies Act 2006, IFRSs applied by the Company in the preparation of these financial statements and those that -

were effective at 31 December 2015. The accountmg policies have been consistently applied by the Company unless otherwise described.

The prmc1pal accountmg policies adopted by the Company are set out below.

(b) Accbunting developments
" Standards and.interpretations adopted during the year
Except for the changes below, the Company has consistently apphed the accountmg policies to all periods presenled in the financial

statements.

The Company has adopted the following new standards and amendments to-standards, including any consequcnua] amendments (o other
_ standards, wnth a date of initial application ofl January 2015:

1) Annual Improvements to IFRS 's 2010-2012 Cycle, and Annual Improvements to IFRS’s 2011-2013 Cycle
The nature and effects of the changes are explained below.
1) Annual Improvements to IFRS's 2010-2012 Cycle, and Annual Improvements to IFRS's 2011-2013 Cycle’
The IASB Board has made amendments to a total of nine standards relating to IFRS 1 First-time Adoption of International Financial
Reporting Standards, IFRS 2 Share Based Payment, IFRS 3 Business Combinations, IFRS 8 Operating Segments, IFRS 13 Fair Value
Measurement, IAS 16 Property, Plant and Equipment, IAS 24 Related Party Disclosures and IAS 40 Investment Property. .

This had no impact on the financial statements for the year ended 31 December 2015.

-~



EAF LEASING UK 1 LIMITED

Notes to the financial statements (continued)

2. Significant accounting polic'ies (continued) B o '
(b) Accounting developments (continued)

New standards and interpretations effective nc;t yet adopted (continqed)

A number of new standards, amendments to standards and interpretations are effective for annual periods beginning after 1 January 2016, |
and have not been applied in preparing the financial statements. The Company does not plan to adopt these standards early: :

Effective date

Description ) . (period beginning) |
Amendments to IFRS 11: Accounting for acquisitions of interests in Joint Operations ** . 01 January 2016{ .
IFRS 14: Regulatory Deferral Accounts 01 January 2016
Amendments to IAS 16 and 1AS 38: Clarification of acceptable methods of depreciation and amomsatlon o ‘01 January 2016
Amendments to IAS. 16: Property, Plant and Equipment and IAS 41: Bearer Plants ** . ) 01 January 2016
Amendments to IAS 27: Equity method in Separate Financial Statements ** 01 January 2016
Amendments to IFRS 10 and 1AS 28: Sale or contribution of assets between an investor and its associate or joint

venture . 01 January 2016
Amendments to IAS 1: Disclosure Initiative ** 01 January 2016
Annual Improvements to IFRSs 2012-2014 Cycle ** : 01 January 2016
IFRS 15: Revenue from contracts with customers s 01 January 2018
IFRS 16: Leases ) 01 January 2019
IFRS 9: Financial Instruments (2014) . 01 January 2018
Amendments to IAS 7: Disclosure Initiative ) ) : ) ’ 01 January 2017
Amendments to IAS 12: Recognition of deferred tax assets for unrealised losses 01 January 2017

. /
: Where new standards are endorsed the EU effective date is disclosed. For un-endorsed standards and interpretations, the IASB's
eﬁ"ectlve date is noted. Where any of the upcoming requlrements are applicable to the Company, it will apply them from their EU effective
date. .

) ** . EU endorsed

The Company is still in the process of reviewing the impact of the upcoming standards to determine their impact but do not anticipate that
the application of these amendments will have a significant impact on the Company's financial statements.

(¢) Basis of preparation
Exccpt\ as otherwise indicated, all financial information presented in.USD has been rounded to the nearest USD.

(d) Use of estimates and judgements

The preparation of the financial statements in conformity with IFRSs requires management to make judgements, estimates and assumptions
that may affect the application. of accounting policies and the reported amounts of assets, liabilities, income and expenses The estimates
and associated assumptions are based on various 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 liabilities that are not readily apparent from other sources.
Actual results may differ from these estimates.

In particular, information about significant areas of estimation uncértainty and critical judgments in applying a_ccountihg policies that have
the most significant effect on the amount recognised in the financial statements are described in the following notes:

Note 14 — Commitments and contingent liabilities - Key assumptions about the likelihood and magnitude of an outflow of resources.

The judgements and estimates involved in the Company's accounting policies are those that are considered by the directors to be the most
important to the portrayal of the Company's financial condition and that have a significant risk of causing a material adjustment to the .
carrying amounts of assets and liabilities within the next financial year are discussed below.

(e) Functional and presentation currency"

The financial statements are presented in United States Dollar (USD), which is the Company’s functional currency. * Functional currency 1s
the currency of the primary economic environment in which the entity operates. The Company s main transactions are denominated in
USD. The directors of the Company believe that USD most falthfully represents the economic eﬁ"ects of the underlying transactions, events
and conditions.

12




EAF LEASING UK 1 LIMITED

Notes to the financial statements (continued)
2. Significant accounting policies (continued)

(f) Financial instruments

The Company’s financial asset categories are loans and receivables. Loans and recetvables comprise ‘intercompany rccelvables and
‘restricted cash’ in the Statement of Financial Position. The Company’s financial liabilities are all categorised as financial liabilities
measured at amortised cost, which comprise ‘trade and other payables’ in the Statement of Financial Position.

Non-derivative financial instruments )

Non-derivative financial instruments comprise intercompany receivables, restricted cash and trade and other payables. These instruments
are initially recognised at fair value. Subsequent to initial recognition, non- denvatlve financial instruments are measured at cost using the
effective interest rate method, less any impairment losses.

Restricted cash . .

Restricted cash comprises cash held by the Company but which is used as security for specific financing arrangements, and to which the
Company does not have unfettered access. All restricted cash is held in cash deposit accounts with major financial institutions in
segregated accounts or constitutes short-term overnight AAA-rated moriey market products predominantly issued by the U.S. government.

(g) Maintenance reserves

-Maintenance reserves received in cash from' lessees are recognised as maintenance liabilities on the Statement of Financial Position
(liabilities) in recognition of the contractual commitment to either refund such receipts or to hold them for future scheduled maintenance
work to be performed thereafter. Maintenance work performed by lessees will not be capitalized, but instead will be recorded as a refund of
maintenance reserve and shown as a deduction from the payments by the Company for maintenance liabilities account on the Statement of
Financial Position. Lessor contributions and top-ups to maintenance reserves will be recorded as a leasing expense (over the term of the
lease), except where a liability 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 modiﬂcations/imprbvements that materially
improve the value of the asset/lease or extends its useful life whereby it would be capitalised and depreciated over the respective life of the
asset or remaining term of the lease. When flight equipment is sold the portion of accrued liability which i is not assigned to the buyer is
recogmzed as sales revenue. The Company relies on its ongomg use of its maintenance forecastmg model to assess contractual
commitments to refund maintenance receipts.

(h) Revenue and expenditure recognition
The Company acts as a sub-lessor of aircraft; leases in aircraft under an operating lease agreement with a related party, and subsequently
leases out the aircraft to a thlrd party airline on an operating lease basis. ’

Lease rental income and expense are recogmsed on a straight lme basis over the term of the respective leases, with the net amount eamed as
Revenue. .

Revenue is not recognised when collection is not reasonably assured: For past due rentals on all leases, a bad debt provision may be -
established on the basis of management’s assessment of collectability, and to the extent such rentals exceed security deposits held, and
would be recorded as an expense in the statement of profit or loss and other comprehensive income.

Lease incentives (if any) are recognised as a reduction of operating lease income on a systematic basis over the term of the lease.

The Company’s lease contracts require payment in advance. Rentals received, but unearned under these lease agreements are recorded as
deferred revenue on the statement of financial position in accrued expenses and other liabilities. :

(i) Income tax expense
Income tax expense comprises current and deferred tax. Income tax expense is recogmsed in the Statement of Comprehensive Income
except ‘to the extent that it relates to items recogmsed dtrectly in equity, in which case it is recognised in equity.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively enacted at the reporting
date, and any adjustment to tax payable in respect of previous penods



EAF LEASING UK 1 LIMITED

Notes to the financial statements (continued)

2. Significant acnounting policies (continued)
- (i) Income tax expense (continued)

Deferred tax

-Deferred tax is recognised using the Statement of Financial Position method, providing for temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred tax is not recognised

for the following temporary differences: the initial recognition of goodwill, the initial recognmon ‘of assets or liabilities in a transaction that ’
is not a business combination’ and that affects neither accounting nor taxable profit, and differences relating to investments in subsidiaries .

and jointly controlled entities to the extent that they probably will not reverse in the foreseeable future. Deferred tax is measured at the tax
rates that are expected to be applied to the temporary differences when they reverse, based on the laws that have been enacted or
substantively enacted by the reporting date.

A deferred tax asset is recognised to the extent that it is probable that future taxable profits will be available -against which temporary

difference can be utilised. Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it is no longer probable
that the related tax benefit will be realised. .

Additional income taxes that arise from the dlsmbuuon of dividends are recognised at the same time as the liability to pay the related
dividend is recognised.

(j) Other receivables and payables ’ . ,
Other receivables and payables are recognised on an accruals basis.

(k) Share capital
. Ordinary shares are classified as equity. Incrememal costs directly attributable to the issue of ordinary shares are recogmsed asa deducnon
from equity. .

‘

(I) Determination of fair values

A number of the Company’s accounting policies and disclosures require the determination of fair value, for both financial and non-'

financial assets and liabilities. Fair value is the amount at which an instrument could be exchanged in an arm’s length transaction between

informed and willing parties, other than as part of a forced liquidation sale. Fair values have been determined for measurement and / or’

disclosure purposes based on the following methods. Where applicable, further mfom\atlon about the assumptions made in determining fair
values is disclosed in the notes specific to that asset or liability. :

When measuring the fair value of an asset or a liability, the Company uses observable market data as far as possible. Fair values are
categorised into different levels in a fair value hierarchy based on the inputs used in the valuation techniques as follows.

Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2: inputs other than quoted prices lncluded in level 1 that are observable for the asset or liability, either dlrectly (ie. ‘as quoted pnces)
or indirectly (1 e. derived from quoted prices). : 3
4

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

If the inputs used to measure the fair value of an asset or a liability fall into different levéls of the fair value hierarchy, then the fair value
measurement is categorised in its entlrety in the same level of the fair value hierarchy as the lowest leve] input that 'is significant to the
entire measurement.

The Company recogmses transfers between levels of the fair value hierarchy at the end of the reporting period dunng WhICh the change has
occurred.

{m) Cash and cash resources )

Carrymg amount approximates to fair value due to the short-term nature of these instruments. Cash and cash resources comprise cash and
cash equwalents and restricted cash. The restricted cash relates to monies within certain of the Company's bank accounts which are
restricted in line with the executed transaction agreements signed with the Wells Fargo Bank N.A.

(n) Trade and other receivables
The caitying amount approximates to fair value due to the short-term nature of these instruments.

.



EAF LEASING UK 1 LIMITED

- Notes to the financial statements (continued)

3. Revenue

Year ended . Year ended

31 December 31 December

2015 © 2014

usD USD

Operating lease income . : . . 5,791,920 5,791,920
Operating lease expense ’ (5,676,082) (5,676,081)
115,839

Total revenue - . . - . . ) 115,838

Geographical information

Lease rental income is received from leasing two aircrafts to VB LeaseCo Pty Ltd, under the Operating Lease Agreements.'All of the

Company’s revenues are generated from Australia,

At 31 December 2015, there are no ;aircfaﬂ which have lease contracts with customers which are scheduled to expire during the year
ending 31 December 2016. In addition, there.are no lease contracts where a lessee has early termination rights. During the year ended 31
December 2015, no leases were terminated for which the Company held maintenance advances at leasé expiry (2014: Nil).

_The following are the minimum lease rental receipts schedulé:

Year énded

‘ "Year ended
31 December -. 31 December
C L2015 2014
: ‘ USD LIE] L
* Not later than one year ; 5,791,920 5,791,920
" Later than one year but not later than-five years : : 23,167,680 - 23,167,680
Later than five years ) ) ' 4,343,940 10,135,860
Total . . v . 33,303,540 39,095,460

Lease rental expense is paid due to the leasing of two alrcraﬁs from Emerald Aviation AOE 7 lelted under the Head Lease Agreemems

1 - . . * Year ended Year ended
’ 31 December 31 December
2015 2014
USD . USDh
Lease expense ‘ - . - " 5,676,082 - 5,676,081
Total lease expenses ' - © 5,676,082 5,676,081 .
4. Income tax (expense ) .
: Year ended Year ended
. ) 31 December 31 December
~ ' ’ . 2015 | 2014
. usp - - USD
Current tax (expense): :
‘Current year ‘ : . . (20,602) (18,477)
Total income tax (expense) . - . . (20,602) (18,477)
Reconciliation of effective tax rate -
Profit for the year before tax i ' © 103,009 86,273
" Corporation tax 20% (2014:21.50%) . : - 20,602 18,549
Effect of expenses that are not deductible in determing taxable profit . - (72)
Tax expense : . .- . . 20,602

18,477 .



EAF LEASING UK 1 LIMITED

Notes to the financial statements (continued)

5. Auditor's and directors' remuneration Lo
Year ended Year ended

b 31 December 31 December
2015 - 2014
usp - - USD

The profit for the year has been arrived at after charging:

Directors’ remuneration )
Fees o " _ ' - .
Other emoluments - : . : - : Lo

Auditor's remuneration ) . :
Audit of the Financial Statements’ - - : ’ - -
Other non-audit services . . |- -

The audit fees incurred in respect of this Company were paid for by Avolon Aerospace Leasing Limited in its capac1ty as manager/servicer
of the Company for the years ended 31 December 2015 and 2014:

6. Restricted cash - . ‘ o ~ .
o 2015 2014
) USD ' USD
Bank balances subject to withdrawal restrictions V R 257,795 139,122
" ‘Cash and cash resources . ’ . . - 257,795 139,122

Cash’ and ‘cash resources subject to withdrawal restrictions represent cash securing the Company’s obligations under the head lease
agreements. Amounts received from lessees in respect of aircraft subject to certain funding arrangements may be required to be held in
segregated accounts to support, amongst other things, interest and principal payments on the related debt facility.

7. - Intercompany receivables :
: 2015 2014

. . _USD usD
* Amount due from related partie; ) ) 361,996 398,860
Other receivables : ) , © 13,311 2
’ ' j S 375,307 398,862
8. - Reconciliation of movement in capital and reserves )
' Share Retained ’ Total
" capital earnings. : equity
. . . USD USD ) USD
At 1 January 2014 2 - 36,286 o 36,288
Total comprehensive i income for the year C o
_ Profit for the year o ’ . . ’ - . 67,796 . 67,796
At 31 December 2014 ’ _ ' ) 2 ’ 104,082 104,084
Total comprehensive income for thé year . - . . .
* Profit for the year . . e 82,407 82,407
At 31 December 2015 ) ’ . 2. 186,489 186,491

The Company s issued unpaid share capital at year end is set at GBP 1 represented by I ordmary share wholly owned by Emerald Av1at10n
Finance Limited.
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EAF LEASING UK I LIMITED

Notes to the financial statements (contiriped)

9.  Financial risk management

- -Risk management framework

The Board of directors has .overall responsibility for the establishment and oversight of the Company’s risk management framework.
The Company does not have any externally imposed capltal requirements.

_ The risk profile of the Company is such that market, credit, liquidity and other risks relating to the leases held for nsk management are
borne fully by the arranger. . :

The Company has exposure to the following risks ﬁo_m its use of financial instruments:
(i) Credit risk;

(ii) Liquidity risk;

(iii) Market risks; -

(iv) Operational-risk.

This note presents information about the Company’s exposure to each of the above risks, the Company’s objectives, policies and processes -
for measuring and managing risk and the Company’s management of capital. Further quantitative disclosures are provided below.

(i)  Credit risk
Credit risk is the risk of the financial loss to the Company if the counterpany to the lease fails to meet its contractual obhgatlons

The Company has limited exposure to credit risk as its contractual obligations are-limited only to lease receipts and payments under the
- operating leases in place. -

The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure to credit risk at the reporting

Carrying Maximum ' Cérr)fing Maximum

" value exposure .value exposure

2015 2015 2014 - © 2014

. : USD USD : Usb "USD

Cash and cash resources’ ‘ - 257,795 257,795 139,122 139,122

257,795 257,795 139,122 139,122

(i1)  Liquidity risk .
- Liquidity risk is the risk that the Company will encounter difficulties in meeting’ obhgatlons ansmg from its financial liabilities as Lhey 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 Security, the Company is not expected to have any other funds
available for it to meet its obligations under the Leases, that is, in respect of making any payment to the Owner.

The Company’s obligation to the Owner is limited to the net proceeds receivable under the leases.

(iii)  Market risk
Market risk is the risk that changes in market prices, such as forelgn exchange rate and interest rates will affect the Company s income or
the value of its holdmgs of financial instruments.

The Company is not exposed to foreign exchange risks.

Market risk embodies the potential for both loss and gains and includes currency risk, interest rate risk and price risk.
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EAF LEASING UK 1 LIMITED

Notes to the financial statements (continued)

9. Financial risk mapagement (continued)

Risk neanagement frafnework (continued)

Currency risk v
The Company is not exposed to movements in exchange rates.

Fair values )
The term "financial instruments” includes financial assets and financial liabilities. Fair value is the price that would be received to sell an
asset or paid to transfer a habxhty in an orderly transaction between market participants at the measurement date.

Fair value of financial assets and liabilities is 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, various techniques have been-used to estimate the fair value of the instruments. These estimates are subjective in
nature and involve 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 eva]uate the Company's financial position or to make comparisons
wnth other companies.

The fair value of restricted cash, intercompany receivables and trade and other payables is equal to their book value.

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

Carrying amount Fair values Carrying amount Fair values
2015 2015 2014 C 2014
. usSD : USD USD . USD-
Loans and receivables s . :

Cash and cash resources ' . 257,795 257,795 ' 139,122 139,122
Intercompany receivables ’ 375,307 375,307 . 398,862 398,862
Financial assets . 633,102 - . 633,102 ° 537,984 537,984-

Financial liability measured at amortised cost. -
Current tax liability . ) 4,175 ) 4,175 5,734 5,734
Finapcial_ liability 4,175 4,175 5,734 . 5,734

(iv)  Operational risk )

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with the Company’s processes and
from external factors other than credit, market and liquidity risks such as those arising from legal and regulatory requnrements and generally
accepted standards of corporate behaviour. Operational risks are mherent in a]l business activity.

The Company was incorporated with the purpose of engaging in those activities outlined in the preceding paragraphs. All administration
.functions have been outsourced by the Company to- Deutsche Bank AG London who has an operational risk management ﬁmctlon that
.assist and advise line management onspecific operational risks. - : .

Capital management . :

The Company’s transactions are designed to enable the'Company to pay its lnabllmes as they fall due only, without realising a significant
return on capital. This is 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 is little need for the monitoring of the return on capital. There _
were no changes in the Company’s approach to capital management during the year. The Company is not subject to externally lmposed
capital requirements. .o

10. Trade and other payableé' . . )
2015 - 2014

. . usb . USD
Deferred lease income - ’ i ) : 442,436 428,166
- .~ 442,436 428,166

1. Holdjng and ultimate parent company
One GBP 1 ordinary share issued is held by Emerald Aviation Finance Limited.

Avolon Holdings Limited, a company incorporated in the Cayrian Islands holds all shares of Avolon Aerospace Leasing Limited and is
hence considered as the ultimate parent and controlling party of the Company.
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EAF LEASING UK 1 LIMITED

Notes to the financial statements (continued)

12.  Related party transactions

During the year, fees of USD 15,736 (2014: USD 16,344) were charged by Deutsche International Finance (Ireland) Limited in respect of

administration services provided to the Company and there were no one-off acceptance fee for the year under review (2014: USD Nil).
These fees were fully paid by the arranger, Avolon Aerospace Leasing Limited at year.

At 3] December 2015, the Company had amounts receivable from related parties of USD 375,307 (2014: USD 398,862) and had amounts
payable to related parties of USD Nil (2014: USD Nil)

Deutsche International Finance (Ireland) Limited is a sister company ‘of Deutsche Bank AG, London Branch. There have been no

transactions with key management personnel during the year as the Company has no employees.

The Company leased two aircrafis from Emerald Aviation AOE 7 Limited and paid USD 5,676,082 (2014: USD 5,676,081) duri‘ng the

year under the terms of the Head Lease agreements. The Company issued one share to Avolon Aerospace Leasing Limited at inception .

which remains unpaid. On 17 October 2013, Avolon Aerospace Leasing Limited transferred the shares held to Emerald Aviation Finance
Limited. ’

13. ~Commitments and contingent liabilities
(a) Operating lease commitments . :
At the date of signing of the financial statements, the Company had the following lease commitments:

L2015 2014

’ ) . : . . USD usD
Not later than one year - 5,676,082 5,676,081
Later than one year but not later than five years o . 22,704,326 - 22,704,326
Later than five years i . ) ’ 4,257,061 9,933,143
Total . : ) 32,637,469 38,313,550

(b) Guarantees,
Avolon Aerospace Leasing Limited guarantees the obligations of the Company to VB LeaseCo Pty Ltd under the terms of the operatmg

‘lease agreement.

(c) Contingent liabilities
There were no cotingent liabilities, that requnre disclosure in the financial statements.

14.  Subsequent events :
There were no significant events subsequent to 31 December 20]5 that require disclosure in the financial statcmcents.

1'5. Approval of financial statements
The financial statements were authorised and issued for approval by the Board on




