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Highlights
Customers

Fleet

Fleet age

69

356

6.5

We lease aircraft to 69 customers
in 46 countries.

We solidified our position as the premier
lessor of regional aircraft, expanding our
fleet from 312 to 356 aircraft.

The average age of our fleet
is 6.5 years.

Track record

Rating

Return on equity

21 years

BBB+

22%

We achieved a Business Performance
result of USD 152.7m and continued our
track record of increasing profitability.

We received a BBB+ investment grade
rating by Kroll Bond Agency.

We achieved 22% return
on equity.

Note: Nordic Aviation Capital DAC was created on 4 September 2015. References are made throughout this
report to periods prior to its creation; historical performance relates to NAC A/S, a predecessor company.
Average fleet age is weighted by book value.
See details on Business Performance and return on equity on page 36.

Nordic Aviation Capital (“NAC”) is the premier lessor of regional
aircraft in the world. We provide flexible, customised and
competitive aviation solutions to airlines globally. With offices
in Ireland, Canada, Denmark, Singapore, and the United States,
we are situated to serve each commercial aviation market
across the globe. Our team of energetic, dedicated and highly
motivated individuals provides an unmatched level of knowledge
and expertise to our client base.
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The Global Leader in
Regional Aircraft Leasing
and Financing

NAC Turbo Limited was established in
Shannon, Ireland on 4 September 2015
to facilitate a partnership between
Nordic Aviation Capital A/S’ founder
and chairman, Martin Møller, EQT VI,
a European private equity firm and
KIRKBI Invest A/S, a Danish investment
company. The company was renamed
Nordic Aviation Capital DAC (“NAC”) in
November 2016. NAC initially acquired
Nordic Aviation Capital A/S, the leading
turboprop lessor and later acquired
Jetscape Aviation Group Ltd. (“Jetscape”)
and Aldus Aviation Ltd. (“Aldus”), both
of which concentrate on management
services and leasing of Embraer E-Jets.

Since our founding in 1990, NAC has
strived to make a difference for our
customers, our business partners and
our people. Our passion for aircraft and
leasing has translated into the success
achieved today.
We maintain the passion and remain
committed to being agile and deal-
driven. Even as we grow, we continue
to cultivate our entrepreneurial spirit
and our customer oriented approach
to business.

Our purpose is helping the world
connect by enabling airlines to
meet the fast-growing demand in
regional air travel.
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Title
Our ambition is to
be the globally
Subtitle
preferred lessor and supplier of
regional aircraft solutions.

Mellemrubrik
In the past fiscal year the global economic landscape continued to improve and
business activities in many of our markets increased markedly. As a result of the
general improvement in global economies liquidity in financial markets is at historically high levels. Our long-standing and well-incorporated policies and values
have enabled us to position ourselves favorably in growing markets, particularly
in Asia and South America, while at the same time allowing us to strengthen
our position in more mature markets. Our current global market share of the
turboprop leasing market for aircraft with more than 40 seats is more than 30%.
Working with our financial partners, including the unsecured term loan of
230m USD from US institutional investors lead by Highbridge, we were able to
strengthen our balance sheet and confidently add an order for 75 ATR 42-600 to
the order for 135 ATR 72-600 we placed in 2013. This skyline solidifies Nordic
Aviation Capital’s position in the market and enhances our platform for continued,
profitable, long term growth.
In pursuit of our goals to expand and diversify our customer base we added important new customers bringing our total number of lessees to 34. We are satisfied
with this development as our business model builds on long-term relationships with
customers and aims to foster an atmosphere for repeat business. “We will grow our
business based on referral sales and repeated sales” (quote from NAC’s vision and
mission statements). We continue to deliver bespoke solutions to many of our customers. A clear testament to this is among others the 20 ATR 72-600 order to Garuda
in Indonesia.

Nordic Aviation Capital
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Our Core Values
At NAC, our core values have laid the foundation for our
company and its lasting success. As NAC continues to
grow, the core values are the compass that helps us to
navigate consistently.
Our core values represent the essence of our beliefs,
culture, and way of being. They mirror what we must
always strive to be and are a small set of timeless
guiding principles – the essential and enduring beliefs
of our company.
Our founder, Martin Møller, has ingrained the core
values into our corporate culture and they remain a
vital part of the NAC DNA.

Act Caring
Care for our company, people, customers, and business associates.

Be Trustworthy
Be true to your word — keep your promise.

Stay Humble
Act with integrity — be respectful to others.

Have Passion
Strive to make a difference in aviation.

Annual report 2016/2017
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Our state-of-the-art
maintenance and
delivery facility

Nordic Aviation Capital
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Billund Airport, Denmark is home to
our state-of-the-art maintenance and
delivery facility which gives NAC a unique
and competitive edge. The facility covers
more than 5,200 sqm and includes five
hangars - one of which is dedicated to
performing customer inspections and
providing modification solutions.

 irworthiness of all our aircraft which
a
are on European registry or not on
lease. No third-party maintenance is
undertaken by NAC.

Our maintenance facility has both
EASA Part 145 and FAA Repair Station
Approvals allowing us to perform
maintenance on ATR42/72s, DHC8100/300/400s, CRJ-900/1000s and
EMB 170/190s. We also hold an EASA
Part M&GI approval to maintain the

Our customers can be assured that the
very best quality of workmanship and
finish is applied to every aircraft that
passes through these facilities.

These facilities are the preferred
delivery location for aircraft in our
portfolio contracted for lease or sale.

81

Total number of deliveries during the year.
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Management’s review

During the past 12 months, we acquired 81 aircraft and remarketed and placed 81
aircraft on lease with new and existing customers. Our ability to remarket and place
aircraft is one of the cornerstones to our consistent results.
Financial highlights
Business Performance was USD 152.7m as we continued expanding our global focus
and developing the regional aircraft market adding more customers and more aircraft
to our business.
EBITDA increased 119% from USD 268.6m to USD 587.4m as a result of increased
operating lease revenue following the continued expansion of our business platform.
Revenue grew 106% to USD 689.7m.
EBIT increased from USD 160.9m to USD 381.2m. Net finance costs increased from
USD 118.4m to USD 232.5m following increased funding to finance the growing
aircraft portfolio. We delivered a 22% Business Performance return on equity.
We increased our total assets by 19% from USD 5,528m to USD 6,598m with the
increase primarily attributable to investment in aircraft. Our equity increased from
USD 1,263m to USD 1,409m.
Operations
We further strengthened our position as the global leader in regional aircraft leasing,
expanding our fleet from 312 to 356 aircraft, representing approximately 23% of the
world regional aircraft fleet owned by lessors. We took delivery of Delta Air Lines’
entire E190 fleet and the majority of Air Lease Corporation’s E-Jet portfolio. We
continued to invest in both new and used aircraft allowing us to maintain a b
 alanced,
diversified fleet of current technology aircraft. As part of our ongoing portfolio
optimization and fleet management strategy, we also sold 37 aircraft. At 30 June
2017, the average age of our fleet was 6.5 years.
Our business model is built with a strong focus on the repeat business that comes
from long term relationships. As stated in our business purpose: “We want to help the
world connect by enabling airlines to meet the fast-growing demand in regional air
travel”. Accordingly, we remain dedicated and committed to delivering customized
and bespoke solutions to our customers. During the year, we increased our business
with existing customers and added several new customers, further diversifying our
customer base from 53 to 69 at 30 June 2017.
During the year, we completed the integration of Jetscape and Aldus following
their acquisitions in March and May 2016, respectively. Through these strategic
acquisitions, we stepped into the regional jet market and have since become the
premier lessor of regional jets. We are now harvesting the operational synergies
of having integrated the organizations into the NAC platform.

Nordic Aviation Capital
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Funding
It is an integral part of NAC’s strategy to expand and diversify our sources of funding
taking full advantage of the financial strength and our market leading position. During
the year, we secured debt facilities of USD 1.7bn. This included the commencement
of NAC’s unsecured debt program with the placement of 5 year and 7 year unsecured
notes totaling USD 200m and an unsecured revolving credit facility of USD 350m with
leading aviation banks. NAC is looking to convert, over time, the majority of its funding
to unsecured debt to enable and improve the Company’s operational flexibility. We
will endeavor to further expand our sources of financing in the next fiscal year to fund
our portfolio growth.
In addition, with the continued support of our shareholders, we have the necessary
financial strength to take advantage of and execute on growth opportunities as
they emerge.
Expansion of our global team
None of our achievements would have been possible without the hard work and
perseverance of our dedicated team of professionals. This past fiscal year offered
us the opportunity to expand our team through hiring of additional highly qualified
colleagues to blend with our industry veterans. Today, NAC employs 194 professionals
in 5 offices in Ireland, Canada, Denmark, Singapore, and the United States. We can
truly say that our global reach is founded on a skilled team of aviation professionals.
Ownership and financial strength
It is now nearly two years since our founder, Martin Møller, partnered with EQT, a
European private equity firm and KIRKBI Invest A/S, a Danish investment c
 ompany to
fund and support our growth strategy. Our shareholders bring substantial e
 xperience,
global perspective and financial strength to NAC’s operations enabling us to continue
our growth.
Delivering on key objectives
As a result of our activities, we delivered on all of our key objectives. We produced
enhanced financial results for the 21st consecutive year, strengthened relationships
with existing customers and established relationships with new customers. Now, we
turn to the future and delivering on our goals.

Søren M. Overgaard
Chief Executive Officer
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We continue our long
track record of improving
our financial results

Fiscal year 2016/17 was the 21st consecutive year of improved
earnings. Business Performance result increased to USD
152.7m as we successfully continued expanding our global
focus and adding more customers, more aircraft and more
trusted employees to our business.

153

We delivered Business Performance of USD 152.7m
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Operating review

The Company
Nordic Aviation Capital (“NAC”) is a commercial aircraft leasing company focused on
acquiring, leasing and trading regional aircraft (Turboprops and Regional Jets) for
lease to aircraft operators worldwide. We manage our portfolio from our offices in
Ireland, Canada, Denmark, Singapore, and the United States.
Our aircraft are typically placed on operating leases, but we also have a number
of finance leases. We maintain a complete leasing platform with all key functions
including Sales/Marketing, Technical, Legal, Lease Management, Funding, Finance
and Information Technology.
In terms of technical capability, NAC stands out from the other players in the industry
as we have our own EASA Part 145 & Part M aircraft maintenance approval which
allows us to perform maintenance on off-lease aircraft in our fleet at NAC’s own
hangar facilities in Billund, Denmark.
Fleet
At 30 June 2017, we owned 356 aircraft, managed 39 aircraft, had purchase commitments for another 54 aircraft and contracted 1 aircraft, totaling 450 aircraft. The

owned and managed fleet is comprised of 242 turboprops, 152 regional jets and
1 narrowbody aircraft.
Our orderbook includes 34 turboprops and 20 regional jets that will help us meet our
customers’ growing need for new technology regional aircraft in the coming years.
Fiscal year 2016/17 was another year of milestones. During the year, 63 new lease
agreements were negotiated. In addition, we extended 18 existing leases and
sold 37 aircraft. At 30 June 2017, the customer base consisted of 69 airlines in
46 c
 ountries and the aircraft portfolio had a weighted average age of 6.5 years.
Turboprops
During the fiscal year ended 30 June 2017, we further consolidated our position as
the owner of the largest fleet of ATR and Bombardier Q400 and we continue to be the
largest lessor of turboprop aircraft. We focus on fuel efficient turboprop aircraft with
long economic lives and a large operator base.
Regional Jets
We continue to solidify our position as one of the largest owners of regional jets,
increasing our Embraer E-Jet portfolio as we took delivery of Delta Air Lines’ entire
E190 fleet (19 aircraft) and Air Lease Corporation’s E-Jet portfolio (21 aircraft). We
continue to also own and manage Bombardier CRJs and C-Series aircraft.

Nordic Aviation Capital
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Fleet by type
(by book value)
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Contract

2

ATR 42-500/600

Narrowbody

Orders

DASH 8-100/300

ATR 72-212

Regional Jet

Owned Managed

1

-

-

-

1

0%

356

39

54

1

450

100%
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Markets
The airline industry experienced a strong year as global air traffic continued to benefit
from improving fundamentals resulting in a large emerging pool of passengers and an
increase in revenue passenger kilometers (RPKs) of 7.4%.1
Both North America and Europe witnessed slow but steady economic growth which
translated into a moderate increase in demand for aircraft. Europe continues to
present opportunities despite concerns surrounding Brexit and tensions due to the
effects of increased terrorist activity. We placed a large number of aircraft in the
region, added a number of new customers and extensions with existing lessees.
The majority of our new customers in the region is well-established airlines and we
anticipate they will require additional aircraft in the coming years as they expand
their regional aircraft fleets.
We continue to be concerned about recent FAA rules in the United States
impacting the required qualifications and availability of First Officers on regional
flights. It is one of the primary reasons for Republic Airways entering Chapter 11
bankruptcy in 2016 and rejecting Q400 aircraft on lease from us. We are pleased
that during the year we transitioned the remaining aircraft taking advantage of
demand for Q400s in the market.
Consistent with prior years, some countries in Asia are experiencing increases in
demand while others are experiencing more modest growth. Growth in the Indian
aviation market is driving a substantial amount of the region's increased traffic. Along
with that growth, we have increased the number of aircraft in India. We see further
growth opportunities as the airline business develops in the regional districts.
Latin American airlines have recently struggled and experienced volatile economic
conditions due to falling commodity prices and currency declines against the US
Dollar making it more difficult for many of the airlines to service their dollar-based
lease payments and fuel costs. However, we note that demand from Latin America has
stabilized and moderate growth in air travel across the region has resulted in improving
margins. We expect the Latin American region to continue recovering and we have
been working closely with our customers to further cultivate our relationships.
Demand for air travel in Middle East and Africa has also recovered and is showing
significant growth. Passenger traffic growth in the fiscal year was led by the Middle
East (11.3%) and Africa produced substantial improvement (9.4%) 1. We selectively
place aircraft at airlines in both regions in line with our overall diversification strategy.
Significant transactions
The summary below provides an overview of some
of the significant transactions in 2016/2017:
Purchased 19 E190s from Delta Air Lines and placed them on lease
with a combination of new and existing customers
Purchased a portfolio of 24 leased ATR72s, E170s, E175s and E190s
from Air Lease Corporation
Purchased 11 new E190s and placed them on lease with a combination
of new and existing customers
Purchased and leased back 7 E190s with an airline
Purchased 10 E190s from an airline which will be leased to two airlines
Purchased 10 new ATR72s and placed them on lease with a combination
of new and existing customers
Sold 10 used Dash8s to an airline
Sold 13 used aircraft to an existing customer

1

IATA Fact Sheet June 2017

Nordic Aviation Capital
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Lease revenue by aircraft type

1%

5%

23%
33%

6%

9%

ATR42
ATR72
Dash8
CRJ900/1000
E170/175
E190/195
Other

23%

Lease revenue by region

4%
9%
46%

16%

Europe
Asia and the Pacific
South and Central America
North America
Africa and the Middle East
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Corporate strategy
Our primary strategic focus is exploiting market niches in the regional aircraft m
 arket
focusing on the turboprop and regional jet segments and expanding into larger and
newer aircraft in response to the demands of our customers. We have grown to
become the unrivaled industry leader in the space.
Our unwavering focus on our core values, as well as risk management is fundamental
to maintaining our solid customer base and financial performance. As in prior years, it
is worth noting that the majority of aircraft placements is the result of business with
existing customers and select new lessees.
Acquisition of new aircraft is one of several strategic initiatives aimed at managing
the age of our fleet. The acquisition and placement of high quality recent vintage,
second-hand aircraft remains a key aspect of our business. With selective investment in these aircraft managed by our experienced marketing and technical teams,
we have the unique ability to enhance the value of these aircraft and deliver a consistently superior product to our customers. Our talented marketing and commercial
team based in all major time zones ensures that we stay in close communication with
our lessees.
Our investments must meet thorough transaction and portfolio criteria, and all trans
actions must be approved by our Investment Committee. We closely monitor our
fleet, as well as the operating performance and financial health of each lessee so that
we can be proactive in identifying areas where we may provide value added solutions
through cooperation and creativity. To accomplish these goals, we continuously
update our knowledge of the local marketplace, aviation industry developments and
any impending regulatory changes.
Robust financial resources, which among other things mean a strong cash position,
are a clear strength and provide us with the freedom to act both quickly and judiciously
when required. Going forward, we expect to maintain ample liquidity and thereby
further supporting our strategic objectives.
A vital part of our competitiveness is our efficient operating platform. In fiscal year
2016/17, we continued to actively improve our foundation by implementing new
enhanced systems and routines, as well as further developing existing systems.
Risk Management
As a global company, we continuously monitor and evaluate our approach to risk. How
we can best mitigate risks is deeply imbedded in the way we work. We continuously
focus on particular events or circumstances relevant to our strategic objectives and
assess appropriate actions or mitigating factors. We continue to develop and refine our
risk management processes as part of our overall business strategy.
We work closely with customers in more difficult circumstances by providing c
 reative
solutions that benefit the airline as well as ourselves. Through our longstanding
relationships, our understanding of the airline business and our willingness to work
with our customers for our mutual benefit, we will ensure that value is m
 aximized.
Organization
During the fiscal year 2016/2017, we added 23 highly qualified colleagues to our team and
at 30 June 2017 we had 194 professionals. Our employees are one of the c
 ornerstones
to our success. We are working with a number of strategic initiatives to further
strengthening our organization and developing leadership and industry capabilities.
The addition of energetic and qualified team members during the year have helped
us manage growth and build a stronger business, closer to our customers and closer
to markets. Thus, we are well positioned for continuing to successfully execute our
business strategy and realize our growth plans. We endeavor to become even better at
understanding market expectations as well as the requirements of our customers and
other stakeholders. We remain dedicated to this as our highest priority and continue to
implement it – the NAC way.

Nordic Aviation Capital
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We are the largest
independent regional
aircraft lessor

NAC is the fifth largest lessor of aircraft in the world and
the largest lessor focused on regional aircraft.

23

We own and manage approximately 23% of the global
regional fleet owned by lessors.
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Directors’ report

The Directors present their annual report together with the audited consolidated financial
statements of Nordic Aviation Capital DAC (formerly NAC Turbo DAC) (“the Company”)
and its subsidiaries (together and hereinafter “NAC” or “the Group”) for the year ended 30
June 2017 and for the period 4 September 2015 to 30 June 2016. The financial statements
have been prepared in accordance with International Financial Reporting Standards
(“IFRS”), as adopted by the European Union.
Principal activities
NAC is a commercial aircraft leasing company focused on acquiring, leasing and trading
regional aircraft for lease to airlines worldwide. The Group manages its aircraft portfolio
mainly from offices in Ireland, Canada, Denmark, Singapore, and the United States
The Group’s activities are predominantly denominated in US Dollars (“USD”) and this is
the functional currency. The consolidated financial statements are therefore presented
in USD.
Fleet
At 30 June 2017, NAC owned 356, managed 39 aircraft and had purchase commitments
for another 55 aircraft, totaling 450 aircraft. The customer base consisted of 69 airlines
in 46 countries. The aircraft portfolio had a weighted-average age of 6.5 years and a
weighted-average remaining lease term of 5.6 years.
Business performance
NAC uses Business Performance as an alternative to the results prepared in accordance with IFRS. Business Performance outlined below best represents the financial
performance of the Group in the reporting periods when adjusted for amortization of
intangible assets relating to the acquisition of NAC A/S.
USD'000

2016/17

2015/16

Profit for the year / period

133,555

39,237

Amortization intangible assets

21,918

19,884

Tax

-2,740

-2,486

152,733

56,635

Profit for the year / period adjusted for
amortization related to NAC A/S acquisition
For the year 1 July 2016 – 30 June 2017 and period 4 September 2015 – 30 June 2016

In the year 2016/2017, the Group recorded USD 22.2 million in amortization of intangible assets of which USD 21.9 million related to intangible assets which were acquired
as part of the NAC A/S acquisition. In the period 2015/2016, the Group recorded USD
20.2 million in amortization of intangible assets of which USD 19.9 million related to
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intangible assets which were acquired as part of the NAC A/S acquisition. Amortization of intangible assets is per Note 7.
Tax is calculated based on an assumption that the effective tax rate on amortization
of intangible assets is 12.5%.
Results and dividends
The Group had another record year and delivered revenue of USD 689.7 million,
earnings before interest, tax, depreciation and amortization (EBITDA) of USD 587.4
million, profit before tax of USD 148.7 million, net income of USD 133.6 million and
Business Performance (as discussed in previous paragraph) was USD 152.7 million.
At 30 June 2017, the Group had total assets of USD 6.6 billion, including aircraft of USD
5.3 billion. Equity was USD 1.4 billion.
The Group did not declare any dividends during the period.
Financing
The Group has focused on expanding the number of its financial partners and has
received financing from a growing number of international banks and institutional
investors in the United States, Asia and Europe.
Loans and borrowings at 30 June 2017 were USD 4.3 billion. A key aim of the Group’s
funding strategy was to further expand and diversify its funding sources taking full
advantage of the Group’s market leading position. This included the commencement
of NAC’s unsecured debt program with the placement of 5 year and 7 year unsecured
notes totaling USD 200 million and an unsecured revolving credit facility of USD 350
million with leading aviation banks.
To that end, Kroll Bond Rating Agency assigned NAC an initial BBB unsecured bond
rating in January 2017. This was followed by an upgrade to BBB+ in May 2017. The rating reflects the successful integration of the Jetscape and Aldus acquisitions and the
continued financial strength of NAC.
Subsidiaries
Details of the activities carried out by subsidiary undertakings together with the
information required by Section 314 of the Companies Act 2014 are set out in Note 28
to these financial statements.
Principal risks and uncertainties
The Directors consider that the following are the principal risk factors that could materially and adversely affect the Group’s future operating profits or financial position.
Residual values of the aircraft
The Group bears the risk of re-leasing or selling aircraft in its fleet at the end of their
lease terms. If demand for aircraft decreases or market lease rates decrease, these
factors could have an effect on the market value of the portfolio or re-lease rates
achieved. Should these conditions continue for an extended period, it could affect
the market value of the portfolio and may result in impairment charges in a
 ccordance
with IAS 36. The Directors look to mitigate these risks by actively managing the
portfolio, lease durations, maintenance return conditions and selectively remarketing
aircraft for sale.
Credit risk of lease counterparties
The Group operates as lessor to airlines. Its ability to succeed is partially dependent
on the financial strength of its customers and their ability to compete effectively
in the aviation market and manage in the competitive environment in which they
operate. If airline customers experience financial difficulties this may result in d
 efaults
or the early termination of leases. The Directors look to mitigate these risks by
negotiating security deposits and maintenance reserve payments as appropriate.

Nordic Aviation Capital
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Geopolitical and economic risks
As a global business, NAC leases aircraft to customers in jurisdictions worldwide,
exposing it to a variety of economic, social, legal and political risks. Exposure to
multiple jurisdictions may adversely affect the Group’s future performance, position
and growth potential. The adequacy and timeliness of management’s response to
exposures in these jurisdictions is of importance to the mitigation of this risk.
Interest rate and currency risks
Exposure to interest rate risk is minimized by the use of derivatives and maintaining a
balance between fixed and floating rate debt instruments. The majority of the Group’s
leases is denominated in US Dollars, the Company’s functional currency.
Going concern
The Group’s business activities, together with factors likely to affect the future
development, performance and position are set out above along with the financial
position. In addition, Note 22 to the financial statements includes the objectives,
policies and processes for managing capital; the financial risk management o
 bjectives;
details of financial instruments and hedging activities; and the exposure to credit risk
and liquidity risk, to the extent these were in place at 30 June 2017.
The Directors have considered the adequacy of the Group’s funding, borrowing facilities, cash flows and profitability for at least the next twelve months and are satisfied
that the financial statements be prepared on a going concern basis on the basis of
the future plans that the Directors have for the business.
Directors, secretary and their interests
The present Directors and secretary are listed on page 24.
The Directors and secretary who held office at 30 June 2017 had the following interests in the share capital of the Company or any Group company at any time during the
year: Martin Møller holds 33% of the shares in NAC Luxembourg I which is the ultimate
owner of NAC. The other Directors individually hold shares totaling less than 1% in NAC
Luxembourg I.
Political donations
The Company did not make any political donations in the year ended 30 June 2017.
Charitable contributions
The Company did not make any charitable contributions in the year ended 30 June 2017.
Accounting records
The Directors believe that they have complied with the requirements of Section 281 of
the Companies Act 2014 with regard to keeping adequate accounting records by employing accounting personnel with appropriate expertise and by providing adequate
resources to the financial function. The accounting records of the Company can be
found at Bedford Place, Henry Street, Limerick City, Ireland.
Independent auditor
KPMG, Chartered Accountants have indicated their willingness to continue in office in
accordance with section 383(2) of the Companies Act 2014.
Audit committee
The Board has considered the establishment of an Audit Committee and decided that
this is not warranted as the Group’s Board fulfils the function by providing oversight of
(1) the integrity of the financial statements of the Group, (2) compliance by the Group
with legal and regulatory requirements, (3) independent auditor’s qualifications and
independence, and (4) the performance of the Group’s independent auditors.
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Directors compliance statement
The Directors, in accordance with Section 225(2) of the Companies Act 2014,
acknowledge that they are responsible for securing the Group’s compliance with
certain obligations specified in that section arising from the Companies Act 2014,
the Irish market abuse laws, and tax laws (‘relevant obligations’) as these terms are
defined in the Companies Act 2014. The Directors confirm that:
• a compliance policy statement has been drawn up setting out the Group’s policies
with regard to such compliance;
• appropriate arrangements and structures that, in their opinion, are designed to
secure material compliance with the Group’s relevant obligations, have been put in
place; and
• a review has been conducted, during the financial year, of the arrangements and
structures that have been put in place to secure the Group’s compliance with its
relevant obligations.
Relevant audit information
The Directors believe that they have taken all steps necessary to make themselves
aware of any relevant audit information and have established that the Group’s
statutory auditors are aware of that information. Insofar as they are aware, there is
no relevant audit information of which the Group’s statutory auditors are unaware.
Subsequent events
Details of important events affecting us which have taken place since the end of the
reporting period are disclosed in Note 29 to the financial statements.

On behalf of the board
21 September 2017
Søren M. Overgaard
Director
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Statement of
Directors’
responsibilities

The Directors are responsible for preparing the Directors’ Report and the financial statements of the Group and Company in accordance with applicable law and regulations.
Company law requires the Directors to prepare financial statements for each financial
year. Under that law they have elected to prepare the Group and Company financial
statements in accordance with International Financial Reporting Standards (IFRS) as
adopted by the EU and applicable law.
Under company law the Directors must not approve the Group and Company financial
statements unless they are satisfied that they give a true and fair view of the assets,
liabilities and financial position of the Group and Company and of the Group’s profit or
loss for that period. In preparing the financial statements of the Group and Company,
the Directors are required to:
• select suitable accounting policies and then apply them consistently;
• make judgements and estimates that are reasonable and prudent;
• state whether they have been prepared in accordance with IFRS as adopted
by the EU; and
• prepare the financial statements on the going concern basis unless it is inappro
priate to presume that the Group and Company will continue in business.
The Directors are responsible for keeping adequate accounting records which disclose
with reasonable accuracy at any time the assets, liabilities, financial position and profit
or loss of the Company and which enable them to ensure that the financial statements
of the Group are prepared in accordance with applicable IFRS, as adopted by the EU and
comply with the provisions of Companies Act 2014. They have general responsibility for
taking such steps as are reasonably open to them to safeguard the assets of the Group
and the Company and to prevent and detect fraud and other irregularities. The Directors
are also responsible for preparing a Directors’ Report that complies with the requirements of the Companies Act 2014.

On behalf of the board
21 September 2017
Søren M. Overgaard
Director
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Independent auditor’s report to
the members of Nordic Aviation
Capital DAC

1. Report on the audit of the financial statements
Opinion
We have audited the Group and Company financial statements of Nordic Aviation
Capital DAC (‘the Company’)(together the “Group”) for the year ended 30 June 2017,
which comprise the Consolidated statement of profit or loss and other comprehensive
income, Consolidated statement of cashflows, Consolidated statement of financial
position, Consolidated statement of changes in equity, Company statement of financial
position, Company statement of cashflows, Company statement of changes in equity
and related notes, including the summary of significant accounting policies set out in
note 30. The financial reporting framework that has been applied in their preparation
is Irish Law and International Financial Reporting Standards (IFRS) as adopted by the
European Union.
In our opinion, the Group and Company financial statements:
• give a true and fair view of the assets, liabilities and financial position of the Group
and Company as at 30 June 2017 and of the Group’s profit for the year then ended;
• have been properly prepared in accordance with International Financial Reporting
Standards (IFRS) as adopted by the European Union; and
• have been properly prepared in accordance with the requirements of the
Companies Act 2014.
Basis for opinion
We conducted our audit in accordance with ISAs (Ireland) and applicable law.
Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are
independent of the Group and the Company in accordance with ethical requirements
that are relevant to our audit of financial statements in Ireland, including the Ethical
Standard issued by the Irish Accounting and Auditing Supervisory Authority, and we
have fulfilled our other ethical responsibilities in accordance with these requirements.
We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.
Going concern
We have nothing to report in respect of the following matters in relation to which ISA
570 (Ireland) ‘Going concern’ require us to report to you where:
• the directors’ use of the going concern basis of accounting in the preparation of
the financial statements is not appropriate: or
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• the directors have not disclosed in the financial statements any identified material
uncertainties that may cast significant doubt about the Group’s ability to c
 ontinue to
adopt the going concern basis of accounting for a period of at least twelve months
from the date when which the financial statements are authorised for issue.
Other information
The directors are responsible for preparation of other information accompanying the
financial statements. The other information comprises the information included in the
directors’ report and management review, other than the financial statements and
our auditor’s report thereon.
Our opinion on the financial statements does not cover the other information and we
do not express any form of assurance conclusion on that information.
In connection with our audit of the financial statements, ISAs (Ireland) and the
Companies Act 2014 require that we read the other information and, in doing so,
consider whether that information is materially inconsistent with the financial
statements or our knowledge obtained from our audit work, or otherwise appears
to be materially misstated.
Opinions on other matters prescribed by the Companies Act 2014
Based solely on that work, we report that
• we have not identified material misstatements in the directors’ report or other
accompanying information;
• in our opinion, the information given in the directors’ report is consistent with the
financial statements;
• in our opinion, the directors’ report has been prepared in accordance with the
Companies Act 2014.
We have obtained all the information and explanations which we consider necessary
for the purposes of our audit.
In our opinion the accounting records of the Group were sufficient to permit the
financial statements to be readily and properly audited and the financial statements
are in agreement with the accounting records.
Matters on which we are required to report by exception
The Companies Act 2014 requires us to report to you if, in our opinion, the disclosures
of directors’ remuneration and transactions required by sections 305 to 312 of the Act
are not made. We have nothing to report in this regard.
2. Respective responsibilities and restrictions on use
Responsibilities of directors for the financial statements
As explained more fully in the directors’ responsibilities statement set on page 29,
the directors are responsible for the preparation of the financial statements and for
being satisfied that they give a true and fair view, and for such internal control as they
determine is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.
In preparing the financial statements, the directors are responsible for assessing
the Group’s ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless
management either intends to liquidate the Group or to cease operations, or has no
realistic alternative but to do so.
Auditor’s responsibilities for the audit of the financial statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes our opinion. Reasonable assurance is a
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high level of assurance, but is not a guarantee that an audit conducted in accordance
with ISAs (Ireland) will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.
Further details relating to our work as auditor is set out in the Scope of Responsibilities
Statement contained in the appendix of this report, which is to be read as an integral
part of our report.
The purpose of our audit work and to whom we owe our responsibilities
Our report is made solely to the Company’s members, as a body, in accordance with
the section 391 of the Companies Act 2014. 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.

Paul Dobey
21 September 2017
for and on behalf of
KPMG
Chartered Accountants, Statutory Audit Firm
1 Harbourmaster Place
IFSC
Dublin 1
Ireland
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Appendix to the Independent Auditor’s Report
Further information regarding the scope of our responsibilities as auditor
As part of an audit in accordance with ISAs (Ireland), we exercise professional
judgment and maintain professional scepticism throughout the audit. We also:
• Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide
a basis for our opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.
• Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the p
 urpose
of expressing an opinion on the effectiveness of the Group’s internal control.
• Evaluate the appropriateness of accounting policies used and the reasonableness
of accounting estimates and related disclosures made by the directors.
• Conclude on the appropriateness of the director’s use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a m
 aterial
uncertainty exists related to events or conditions that may cast significant
doubt on the Group’s ability to continue as a going concern. If we conclude that
a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events or
conditions may cause the Group to cease to continue as a going concern.
• Evaluate the overall presentation, structure and content of the financial s
 tatements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.
• Obtain sufficient appropriate audit evidence regarding the financial information of
the business activities within the Group to express an opinion on the consolidated
financial statements. The group auditor is responsible for the direction, supervision
and performance of the group audit. The group auditor remains solely responsible
for the audit opinion.

We communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.
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Consolidated statement of profit or loss and other comprehensive income

Consolidated
USD'000

Note

2016/17

2015 /16

Revenue

2

689,657

334,073

Other operating costs

-35,619

-45,913

Gross profit

654,038

288,160

-36,278

-15,846

-35,330

-32,220

Staff cost

4

Administration expenses
Share of profit / loss after tax from equity-accounted investments
Other income

12

533

-212

3

4,405

28,739

587,368

268,621

7, 8

-206,175

-107,737

381,193

160,884

8,569

6,419

Operating profit before depreciation and amortization (EBITDA)
Depreciation, impairment and amortization
Operating profit (EBIT)
Financial income

5

Financial expenses

5

-241,029

-124,775

Net finance costs

-232,460

-118,356

Profit before tax

148,733

42,528

Tax on profit

-15,178

-3,291

133,555

39,237

USD'000

2016/17

2015/16

Equity owners of the Group

133,555

39,237

Profit for the year / period

6

Profits attributable to:

For the year 1 July 2016 – 30 June 2017 and period 4 September 2015 – 30 June 2016

Business Performance
The Group uses Business Performance as an alternative to the results prepared in accordance with IFRS. Business Performance outlined
below best represents the financial performance of the Group in the reporting periods when adjusted for amortization of intangible assets
relating to the acquisition of NAC A/S.
Amortization of intangible assets was, as per Note 7, in the year 2016/2017 USD 22.2 million of which USD 21.9 million related to
intangible assets which were acquired as part of the NAC A/S acquisition. In the period 2015/2016 amortization was USD 20.2 m
 illion
of which USD 19.9 million related to intangible assets which were acquired as part of the NAC A/S acquisition.
Tax is calculated based on an assumption that the effective tax rate on amortization of intangible assets is 12.5%.
Business Performance
USD'000

2016/17

2015/16

Profit for the year / period

133,555

39,237

Amortization intangible assets

21,918

19,884

Tax

-2,740

-2,486

152,733

56,635

Profit for the year / period adjusted for amortization related to NAC A/S acquisition
For the year 1 July 2016 – 30 June 2017 and period 4 September 2015 – 30 June 2016

For the purpose of calculating Business Performance return on equity, equity adjusted for intangibles associated with the acquisition
of NAC A/S at 30 June 2017 and 2016 was USD 769m and USD 604m respectively.
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Consolidated statement of comprehensive income

Consolidated
USD'000

2016/17

2015/16

Profit for the year / period

133,555

39,237

13,891

-3,423

4,405

-

Other comprehensive income
Items that may be reclassified to the income statement
Fair value adjustment of hedging instruments
Available for sale financial assets - net change in fair value
Available for sale financial assets - reclassified to profit or loss

-4,405

-

Tax

-1,783

365

Other comprehensive income, net of tax

12,108

-3,058

145,663

36,179

USD'000

2016/17

2015/16

Equity owners of the Group

145,663

36,179

Total comprehensive income
Total comprehensive income attributable to:

For the year 1 July 2016 – 30 June 2017 and period 4 September 2015 – 30 June 2016

All income relates to continuing operations. All profits and total comprehensive
income for current year and preceding financial period are attributable to the
owners of the Group.
The accompanying notes on pages from 49 to 88 form an integral part of these
consolidated financial statements.

On behalf of the board
21 September 2017
Søren M. Overgaard
Director
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Consolidated statement of financial position

Consolidated
USD’000

Note

2016/17

ASSETS

2015/16
(restated)

Non-current assets
Goodwill and intangible assets

7

748,653

776,301

Property, plant and equipment

8

5,360,728

4,395,821

Investment in equity accounted entities

12

2,389

1,856

Receivables from finance leases

13

29,032

26,691

9

57,043

26,974

Other assets
Other investments
Total non-current assets

42

112

6,197,887

5,227,755

Current assets
Receivables from finance leases

13

Inventory

4,015

8,835

9,878

12,528

Trade and other receivables

14

74,128

40,741

Assets held for sale

10

16,514

-

Available for sale financial assets

11

-

17,100

Other assets
Cash and cash equivalents
Total current assets
Total assets
The restatement is described in Note 24.
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5,866

8,498

16

289,861

212,786

400,262

300,488

6,598,149

5,528,243
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Consolidated statement of financial position

Consolidated
Note

USD’000

30 June 2017

EQUITY AND LIABILITIES

30 June 2016
(restated)

Equity

17
1

1

Share premium

Share capital

600,847

600,847

Capital contribution

626,079

626,079

Retained earnings and other reserves
Total equity

181,842

36,179

1,408,769

1,263,106

Liabilities
Non-current liabilities
Loans and borrowings

18

2,965,580

2,860,508

Trade and other payables

20

143,527

100,189

Maintenance reserve liabilities

19

315,329

238,792

Deferred tax liabilities

15

82,125

74,642

3,506,561

3,274,131

Total non-current liabilities
Current liabilities
Loans and borrowings

18

1,335,786

719,957

Maintenance reserve liabilities

19

233,098

151,103

Trade and other payables

20

76,600

98,042

Corporation tax

6

16,276

21,002

Deferred income

21

21,059

902

Total current liabilities

1,682,819

991,006

Total liabilities

5,189,380

4,265,137

Total equity and liabilities

6,598,149

5,528,243

The restatement is described in Note 24.

The accompanying notes on pages from 49 to 88 form
an integral part of these consolidated financial statements.

On behalf of the board
21 September 2017
Søren M. Overgaard
Director
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Consolidated statement of cash flows

Consolidated
USD’000

Note

2016/17

2015 /16

148,733

42,528

Cash flow from operating activities
Profit before tax
Changes in receivables and payables

25

180,208

104,885

Adjustments for non-cash items

26

448,484

205,808

2,479

30,496

Instalment finance leases
Interest received
Interest paid

6,120

9,889

-213,411

-109,376

Corporation tax paid

-12,421

-1,236

Net cash generated from operating activities

560,192

282,994

-

-665,509

-1,483,491

-964,784

Cash flow from investing activities
Acquisition of business
Acquisition of assets recognized as property, plant and equipment and finance leases
Dividends received from equity accounted investments

-

7,500

295,894

67,388

-1,187,597

-1,555,405

Capital contribution

-

500,848

Issue of shares

-

100,000

Disposal of assets recognized as property, plant and equipment and finance leases
Net cash generated from investing activities
Cash flow from financing activities

Repayment of long-term debt
Proceeds from loans
Net cash generated from financing activities
Total cash flows
Cash and cash equivalents at 1 July / 4 September
Cash and cash equivalents at 30 June
For the year 1 July 2016 – 30 June 2017 and period 4 September 2015 – 30 June 2016

The consolidated statement of cash flows includes unrestricted cash only.
See Note 16 for further details.
The accompanying notes on pages from 49 to 88 form an integral part of these
consolidated financial statements.
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-982,291

-264,622

1,677,197

1,096,066

694,906

1,432,292

67,501

159,881

159,881

-

227,382

159,881
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Consolidated statement of changes in equity

Consolidated
2016/17
Share
capital

Share
premium

Capital
contribution

Hedging
reserve

Equity at 1 July

1

600,847

626,079

Profit for the year

-

-

-

-

-

USD’000

Retained
earnings

Total

-3,058

39,237

1,263,106

-

133,555

133,555

-

13,891

-

13,891

Other comprehensive income:
Fair value adjustment of hedging instruments
Tax relating to other comprehensive income

-

-

-

-1,783

-

-1,783

Total comprehensive income

1

600,847

626,079

9,050

172,792

1,408,769

Issue of shares

-

-

-

-

-

-

Capital contribution

-

-

-

-

-

-

Total transactions with owners of the
Company and other equity transactions

-

-

-

-

-

-

Equity at 30 June

1

600,847

626,079

9,050

172,792

1,408,769

Transactions with owners of the Company
and other equity transactions:

Consolidated
2015/16
Share
capital

Share
premium

Capital
contribution

Hedging
reserve

Retained
earnings

Total

Equity at 4 September

-

-

-

-

-

-

Profit for the period

-

-

-

-

39,237

39,237

Fair value adjustment of hedging instruments

-

-

-

-3,423

-

-3,423

Tax relating to other comprehensive income

-

-

-

365

-

365

Total comprehensive income

-

-

-

-3,058

39,237

36,179

Issue of shares

1

600,847

-

-

-

600,848

Capital contribution

-

-

626,079

-

-

626,079

Total transactions with owners of the
Company and other equity transactions

1

600,847

626,079

-

-

1,226,927

Equity at 30 June

1

600,847

626,079

-3,058

39,237

1,263,106

USD’000

Other comprehensive income:

Transactions with owners of the Company
and other equity transactions:

The accompanying notes on pages from 49 to 88 form an integral
part of these consolidated financial statements.
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Company statement
of financial position
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Company statement of financial position

Company
USD’000

Note

30 June 2017

30 June 2016

28

1,407,331

1,407,276

ASSETS
Non-current assets
Investment in subsidiaries
Amount due from group companies
Total non-current assets

-

345,000

1,407,331

1,752,276

13

-

267,343

112,850

97

10

161,992

367

Current assets
Trade and Other receivables
Amounts owed by group companies
Other assets
Cash and cash equivalents
Total current assets
Total assets

Nordic Aviation Capital
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P45

Finance

Company statement of financial position

Company
Note

USD’000

30 June 2017

30 June 2016

EQUITY AND LIABILITIES
Equity

17

Share capital

1

1

Share premium

600,847

600,847

Capital contribution

626,079

626,079

Retained earnings and other reserves
Total equity

-16,864

-10,396

1,210,063

1,216,531

150,000

458,359

150,000

458,359

Liabilities
Non-current liabilities
Borrowing and loans

18

Total non-current liabilities
Current liabilities
Borrowing and loans

18

461,498

176,349

Trade and other payables

20

9,484

805

Amount owed to group companies
Total current liabilities
Total liabilities
Total equity and liabilities

The accompanying notes on pages from 49 to 88 form an integral
part of these consolidated financial statements.

On behalf of the board
21 September 2017
Søren M. Overgaard
Director
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Company statement of cash flows

Company
USD’000

2016/17

2015/16

-6,468

-10,396

Cash flow from operating activities
Profit before tax
Changes in receivables and payables

8,747

1,238

Net financial items reversed

-6,788

6,362

Interest received

72,237

-

Interest paid
Net cash generated from operating activities

-62,477

-12

5,251

-2,808

-55

-783,872

-

-100,000

Cash flow from investing activities
Acquisition of business
Capital contribution to subsidiaries
Loan granted to subsidiaries

-3,718

-458,293

Net cash generated from investing activities

-3,773

-1,342,165

-

600,848

Cash flow from financing activities
Capital contribution

-176,349

-

Proceeds from loans

336,496

744,492

Net cash generated from financing activities

160,147

1,345,340

Total cash flows

161,625

367

367

-

161,992

367

Repayment loan

Cash and cash equivalents at 1 July / 4 September
Cash and cash equivalents at 30 June
For the year 1 July 2016 – 30 June 2017 and period 4 September 2015 – 30 June 2016

The accompanying notes on pages from 49 to 88 form an integral
part of these consolidated financial statements.
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Company statement of changes in equity

Company
2016/17
Share
capital

Share
premium

Capital
contribution

Retained
earnings

Total

Equity at 1 July

1

600,847

626,079

-10,396

1,216,531

Loss for the year

-

-

-

-6,468

-6,468

Issue of shares

-

-

-

-

-

Capital contribution

-

-

-

-

-

Total transactions with owners of the
Company and other equity transactions

-

-

-

-

-

Equity at 30 June

1

600,847

626,079

-16,864

1,210,063

USD’000

Transactions with owners of the
Company and other equity transactions:

Company
2015/16
USD’000

Share
capital

Share
premium

Capital
contribution

Retained
earnings

Total

Equity at 4 September

-

-

-

-

-

Loss for the period

-

-

-

-10,396

-10,396

Issue of shares

1

600,847

-

-

600,848

Transactions with owners of the
Company and other equity transactions:
Capital contribution

-

-

626,079

-

626,079

Total transactions with owners of the
Company and other equity transactions

1

600,847

626,079

-

1,226,927

Equity at 30 June

1

600,847

626,079

-10,396

1,216,531

The accompanying notes on pages from 49 to 88 form an integral
part of these consolidated financial statements.
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Notes

1

REPORTING ENTITY
Nordic Aviation Capital Designated Activity Company (the “Company” or “NAC”) is a company incorporated and domiciled in the Republic of Ireland. The address of the Company’s
registered office is Bedford Place, Henry Street, Limerick City, Ireland. On 7 November 2016,
NAC Turbo DAC was renamed Nordic Aviation Capital Designated Activity Company.
The Group and NAC Turbo DAC were established on 4 September 2015 to facilitate a partnership between Martin Møller, the founder and chairman of Nordic Aviation Capital A/S, EQT VI,
a European private equity firm and KIRKBI Invest A/S, a Danish investment company. KIRKBI is
an investor in EQT VI and co-investor in NAC. These parties are the ultimate shareholders.
The consolidated financial statements of NAC as at 30 June 2017 and 2016 and the year
1 July 2016 to 30 June 2017 and period from 4 September 2015 to 30 June 2016 comprise
the Company and its subsidiaries.
2016/17

2015/16

Lease rental income

567,530

301,476

Maintenance income

122,886

29,274

12,630

10,767

USD’000
2

REVENUE

Other revenue

13,295

8,538

Lease intangible and incentives amortization

Profit on disposal of property, plant and equipment

-26,684

-15,982

Total revenue

689,657

334,073

2016/17

2015/16

Europe

46%

46%

Asia and the Pacific

25%

24%

South and Central America

16%

16%

North America

9%

12%

Africa and the Middle East

4%

2%

100%

100%

Lease rental income from top 5 lessees

37%

47%

No single customer accounted for more than

13%

17%

For the year 1 July 2016 – 30 June 2017 and period 4 September 2015 – 30 June 2016

The majority of the Group’s lease rental income is fixed for the duration of the lease
contracts. In 2016/2017, the Group earned variable rental income of USD 1.8 million. In
2015/2016, the Group earned variable rental income of USD 0.4 million.
Maintenance income in 2016/2017 included income associated with aircraft a
 cquired
during the period of USD 51.2 million and income associated with the change of lease
terms to an airline that entered administration in the period of USD 15.2 million. In
2015/2016, no maintenance income associated with aircraft acquired was earned by the
Group.
Other revenue consists of management fees, proceeds from the sale of spare parts and
compensation from lessees in lieu of meeting redelivery conditions.
The distribution of lease rental income by operator’s geographical region is as follows:

USD’000
Geographical lease income split

Total revenue
For the year 1 July 2016 – 30 June 2017 and period 4 September 2015 – 30 June 2016
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USD’000

2016/17

2015/16

Future minimum contracted lease rentals
0-1 year

606,414

18%

477,568

15%

1-5 year

1,933,335

59%

1,917,023

61%

> 5 years

757,936

23%

736,851

24%

3,297,685

100%

3,131,442

100%

2016/17

2015/16

4,405

17,100

Joint venture gain

-

21,600

Joint venture purchase option

-

-6,700

Total
For the year 1 July 2016 – 30 June 2017 and period 4 September 2015 – 30 June 2016

USD’000
3

OTHER INCOME AND EXPENSES
Unsecured claim

Impairment of investment
Total other income

-

-3,261

4,405

28,739

2016/17

2015/16

35,708

15,254

333

329

For the year 1 July 2016 – 30 June 2017 and period 4 September 2015 – 30 June 2016

A lessee filed for reorganization in the United States in 2015/16 and an unsecured claim was
submitted and approved by the court. During the year ended 30 June 2017, the claim was sold
for a gain.
The Group acquired the full share capital of NK Aviation Limited (the “joint venture”) on 30 June
2016. Prior to this, the Group held an option to acquire the aircraft of the joint venture which
was terminated upon acquisition. A gain in the value of the joint venture and the purchase of the
other 50% of the share capital was included in 2015/16.
USD’000
4

STAFF COST
Wages and salaries
Pensions
Other social security costs
Total staff cost

237

263

36,278

15,846

179

163

For the year 1 July 2016 – 30 June 2017 and period 4 September 2015 – 30 June 2016

Average number of employees
Directors remuneration is disclosed in Note 28.
No staff costs have been capitalized.
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2016/17

2015/16

Interest income

6,120

6,418

Foreign currency translation adjustments

2,445

-

4

1

8,569

6,419

207,535

105,906

31,871

15,596

-

2,812

USD’000
5

FINANCE INCOME AND EXPENSES
Financial income

Dividend from securities
Total financial income
Financial expenses
Interest on financial liabilities measured at amortized cost
Amortization af borrowing costs and breakage costs
Impairment of finance lease
Foreign currency translation adjustments

1,623

461

Total financial expenses

241,029

124,775

Net finance costs

232,460

118,356

2016/17

2015/16

8,027

7,663

For the year 1 July 2016 – 30 June 2017 and period 4 September 2015 – 30 June 2016

USD’000
6

INCOME TAX
Current tax expense
Current tax expense
Deferred tax (benefit)/expense
Deferred tax reversal of obligation and reversal of temporary differences
Total tax on profit

7,151

-4,372

15,178

3,291

148,733

42,528

18,592

5,316

Reconciliation of effective tax rate
Profit before tax
Expected tax charge @ 12.5%
Effects of:
Non-deductible items
Non-taxable items
Income taxable at a different rate
Other
Total tax charge for year / period
For the year 1 July 2016 – 30 June 2017 and period 4 September 2015 – 30 June 2016
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-2,559
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2016/17
USD’000
7

Goodwill

Lease
intangibles

Customer
relationships

Maintenance
intangibles

Order
backlog

Total

GOODWILL AND INTANGIBLE
ASSETS/LIABILITIES
Cost at 1 July

442,167

139,460

71,892

58,030

84,933

796,482

Additions for the year

-

40,577

-

-26,634

-

13,943

Disposals

-

-6,980

-

1,098

-

-5,882

Transferred to Aircraft

-

-

-5,130

-14,267

-19,397

27,364

70,666

785,146

Cost at 30 June

442,167

173,057

71,892

Amortization and impairment losses at 1 July

-

15,982

4,199

-

-

20,181

Amortization*

-

20,115

5,991

-3,912

-

22,194

Disposals

-

-6,980

-

1,098

-

-5,882

Amortization and impairment
losses at 30 June

-

29,117

10,190

-2,814

-

36,493

442,167

143,940

61,702

30,178

70,666

748,653

Carrying amount at 30 June

2015/16
(Restated)
USD’000
Cost at 4 September

Goodwill

Lease
intangibles

Customer
relationships

Maintenance
intangibles

Order
backlog

Total

-

-

-

-

-

-

415,527

141,709

71,892

60,858

101,587

791,573

Additions for the year

-

45,418

-

-

-

45,418

Disposals

-

-

-

-1,665

-

-1,665

Transferred to Aircraft

-

-

-

-1,163

-16,654

-17,817

Acquisition at cost

Remeasurement of prior year acquisition

26,640

-47,667

-

-

-

-21,027

442,167

139,460

71,892

58,030

84,933

796,482

Amortization and impairment
losses at 4 September

-

-

-

-

-

-

Amortization*

-

15,982

4,199

-

-

20,181

Amortization and impairment
losses at 30 June

-

15,982

4,199

-

-

20,181

442,167

123,478

67,693

58,030

84,933

776,301

Cost at 30 June

Carrying amount at 30 June
*Amortization of lease intangibles is included in Note 2 Revenue
The restatement is described in Note 24.
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7

GOODWILL AND INTANGIBLE ASSETS/LIABILITIES
Amortization of intangible assets and liabilities is included in Depreciation, impairment
and amortization in the Consolidated statement of profit or loss and other comprehensive
income. Lease intangibles are amortized separately as part of revenue.
Amortization of intangible assets and liabilities is accelerated upon disposal of the aircraft
or termination of lease to which the intangible relates.
At each reporting period, management performs an impairment test of the carrying
amount of goodwill. Impairment tests are based on the management forecasts and other
assumptions required to comply with IAS 36. An estimate is made to determine if parts
of the enterprise, cash-generating units (“CGU”), related to goodwill are able to generate
sufficient positive net cash flows to support the carrying value of goodwill with an indefinite
useful life and other net assets of the enterprise.
For the purpose of impairment testing, the carrying amount of goodwill before impairment
is allocated to the applicable CGU:
USD’000

30 June 2017

30 June 2016

442,167

442,167

Leasing of aircraft

Impairment testing found that the recoverable amount for the CGUs is higher than the
carrying amount and thus no impairment of goodwill has been recorded.

2016/17

Total

110,576

11,924

420

4,497,528

60,797

-

961

1,453,035

Aircraft

Cost at 1 July

4,374,608

Additions for the year

1,391,277

USD’000
8

Buildings

Fixtures and
fittings, tools
and equipment

Predelivery
payments

PROPERTY, PLANT AND EQUIPMENT

Transferred from Intangible assets

19,397

-

-

-

19,397

Transferred predelivery payments

82,592

-82,592

-

-

-

Transferred to assets held for sale
Disposals
Cost at 30 June

-19,269

-

-

-

-19,269

-293,431

-3,531

-

-

-296,962

5,555,174

85,250

11,924

1,381

5,653,729

Depreciation and impairment losses at 1 July

100,917

-

587

203

101,707

Depreciation

200,089

-

786

114

200,989

Impairment losses
Transferred to assets held for sale
Disposals
Depreciation and impairment losses at 30 June
Carrying amount at 30 June

Nordic Aviation Capital

3,892

-

-

-

3,892

-2,755

-

-

-

-2,755

-10,832

-

-

-

-10,832

291,311

-

1,373

317

293,001

5,263,863

85,250

10,551

1,064

5,360,728
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2015/16
(restated)

Total

-

-

-

-

3,511,952

74,046

11,708

357

3,598,063

834,144

80,576

216

63

914,999

17,817

-

-

-

17,817

39,493

-39,493

-

-

-

-54,575

-4,553

-

-

-59,128

Aircraft

Cost at 4 September

-

Acquisition of entities
Additions for the year

USD’000
8

Buildings

Fixtures and
fittings, tools
and equipment

Predelivery
payments

PROPERTY, PLANT AND EQUIPMENT

Transferred from Intangible assets
Transferred predelivery payments
Disposals
Remeasurement of prior year acquisition
Cost at 30 June

25,777

-

-

-

25,777

4,374,608

110,576

11,924

420

4,497,528

-

-

-

-

-

100,119

-

587

203

100,909

2,629

-

-

-

2,629

-1,831

-

-

-

-1,831

Depreciation and impairment losses
at 4 September
Depreciation
Impairment losses
Disposals
Depreciation and impairment losses at 30 June
Carrying amount at 30 June

100,917

-

587

203

101,707

4,273,691

110,576

11,337

217

4,395,821

The restatement is described in Note 24.

At 30 June 2017, an impairment review found that four aircraft with a net book value of USD 41.5 million were impaired by USD 3.9 million
of which USD 2.2 million is a result of anticipated values to be obtained through sale of the aircraft.
At 30 June 2016, an impairment review found that two aircraft with a net book value of USD 4.6 million were impaired by USD 2.6 million
as a result of anticipated values to be obtained through sale of the aircraft. The aircraft sales were completed subsequent to year end.
Lease agreements, lease rentals and insurance amounts have been assigned to the lender, mortgages registered with the mortgagor
and letters of indemnity totaling USD 4.5 billion have been issued as of 30 June 2017 (USD 3.5 billion as of 30 June 2016), providing
security in aircraft. The security has been registered with the aviation authority of the country or in its national register. As of 30 June
2017, the carrying amount of these aircraft amounted to USD 4.5 billion (USD 3.5 billion as of 30 June 2016).
Certain financings have concentration and/or loan to value limitations which may require additional repayments as a result of the
purchase or sale of an aircraft.
At 30 June 2017, security of USD 2.9 million has been provided to lenders for buildings with a carrying amount of USD 10.6 million.
USD’000

2016/17

2015/16

22,194

20,181

204,881

103,538

227,075

123,719

206,175

107,737

Depreciation, impairment and amortization:
Goodwill and intangibles assets/liabilities
Property, plant and equipment

Included in:
Depreciation, impairment and amortization
Administration expenses
Revenue
Total Depreciation, impairment and amortization
For the year 1 July 2016 – 30 June 2017 and period 4 September 2015 - 30 June 2016
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USD’000
9

30 June 2017

30 June 2016

10,164

12,998

OTHER ASSETS
Deposits in connection with purchased aircraft
Lease incentives

52,745

22,474

Total Other assets

62,909

35,472

Non-current

57,043

26,974

5,866

8,498

62,909

35,472

Current
Total Other assets

Lease incentives at 1 July / 4 september

22,474

-

Additions

36,840

23,511

Amortization

-6,569

-1,037

Lease incentives at 30 June

52,745

22,474

30 June 2017

30 June 2016

Aircraft

16,514

-

Total Assets held for sale

16,514

-

The maturity profile of lease incentive assets is based on the contractual expiry dates of
the underlying lease contracts.

USD’000
10 ASSETS HELD FOR SALE
Current assets

-

-

Transferred from aircraft

Carrying amount at 1 July / 4 September

16,514

-

Carrying amount at 30 June

16,514

-

30 June 2017

30 June 2016

Unsecured claim

-

17,100

Total Available for sale financial assets

-

17,100

At the end of June 2017 the Group had entered into LOI’s on three aircraft. The three aircraft were
transferred from Property, plant and equipment to Assets held for sale.

USD’000
11 AVAILABLE FOR SALE FINANCIAL ASSETS
Current assets

During the year ended 30 June 2017, the Group sold the unsecured claim for a gain. See Note 3
Other income and expenses.
At 30 June 2016, the unsecured claim was measured at fair value and classified as level 3 within
the fair value hierarchy. The valuation technique used was based on quotes received from third
party entities which offered to acquire the claim.
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12 INVESTMENT IN EQUITY ACCOUNTED INVESTMENT ENTITIES
As at 30 June 2017, the Group holds a 50% ownership interest in KN Operating Limited
which it has accounted for as a joint venture. The Group previously also held a 50% ownership interest in NK Aviation Limited, however the remaining share capital of this company
was acquired in full by the Group on 30 June 2016. The joint venture is measured under the
equity method as described in the accounting policy.

USD’000
Value at 1 July / 4 September
Acquisitions
Share of results of the JV

30 June 2017

30 June 2016

1,856

-

-

29,598

533

-212

-

-20,030

2,389

1,856

30 June 2017

30 June 2016

Dividend
Disposals
Value at 30 June

-7,500

Summarized financial information of the joint venture and a reconciliation with the carrying
amount of the investment is set out below. The Group guarantees its share of the joint
venture’s liabilities.

USD’000
Non-current assets

66,649

70,182

Current assets

13,902

14,668

Non-current and current liabilities

75,774

81,138

Revenue

7,633

18,400

Profit & loss

1,375

-424

Equity

4,777

3,712

50%

50%

The Group's percentage ownership of the investment
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13 RECEIVABLES FROM FINANCE LEASES
Amounts receivable under finance leases
Minimum lease payments:

USD’000

30 June 2017

30 June 2016

0-1 year

6,832

11,546

1-5 year

29,538

20,632

> 5 years

6,868

14,507

43,238

46,685

-10,191

-11,159

33,047

35,526

0-1 year

4,015

8,835

1-5 year

22,771

13,476

> 5 years

6,261

13,215

33,047

35,526

Less: future finance charges
Present value of lease obligations

Present value of minimum lease payments:

Total Receivables from finance leases

Current

4,015

8,835

Non-current

29,032

26,691

Total Receivables from finance leases

33,047

35,526

30 June 2017

30 June 2016

54,981

22,300

USD’000
14 TRADE AND OTHER RECEIVABLES
Trade receivables

48,865

31,524

Total gross receivables

Other receivables

103,846

53,824

Less: Bad debt allowance

-29,718

-13,083

74,128

40,741

30 June 2017

30 June 2016

Trade and other receivables, net
Bad debt allowance for the year
USD’000
Bad debt allowance at 1 July / 4 September

-13,083

-

Bad debt allowance for the year / period

-16,635

-13,083

Bad debt allowance at 30 June

-29,718

-13,083

Nordic Aviation Capital

P59

Finance

Notes

14 TRADE AND OTHER RECEIVABLES
The table below presents credit and default risk relating to the
Group’s trade and other receivables by gross carrying amount:
30 June 2017
USD’000

Neither past due
nor impaired

Past due and
not impaired

Impaired

Total

18,047

24,752

12,182

54,981

Measured at amortized cost:
Trade receivables
Other receivables

31,329

-

17,536

48,865

Total

49,376

24,752

29,718

103,846

Aging of Trade receivables
30 June 2017

USD’000
Not past due

20,175

Less than 90 days past due

16,392

More than 90 days past due

18,414

Total

54,981

30 June 2016
Neither past due
nor impaired

Past due and
not impaired

Trade receivables

5,022

Other receivables

20,324

Total

25,346

USD’000

Impaired

Total

15,395

1,883

22,300

-

11,200

31,524

15,395

13,083

53,824

Measured at amortized cost:

All trade receivables over 30 days are considered past due.
The Group’s trade receivables are secured by security deposits, maintenance
reserves, letters of credit and the aircraft for finance lease receivables.
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USD’000

30 June 2017

30 June 2016

15 DEFERRED TAX LIABILITIES
Deferred tax assets and liabilities are summarized as follows:
Deferred tax liabilities relating to aircraft assets

135,790

94,778

Deferred tax assets relating to tax losses

-76,713

-47,963

23,048

28,244

Deferred tax liabilities on IFRS transitional adjustment on acquisition of companies
Deferred tax assets on capitalization cost of loans
Deferred tax liability at 30 June

USD’000

-

-417

82,125

74,642

30 June 2017

30 June 2016

227,382

159,881

62,479

52,905

289,861

212,786

16 CASH AND CASH EQUIVALENTS
Unrestricted bank balances
Bank balances subject to withdrawal restrictions
Cash and cash equivalents as at 30 June

Cash subject to withdrawal restrictions represents cash securing the Group’s obligations
under third party credit facilities.
The Group maintains substantially all of its cash, cash equivalents and restricted cash
balances in interest bearing accounts with major financial institutions. Cash and cash
equivalents are stated at cost which approximates fair value.
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USD’000

30 June 2017

30 June 2016

1,001

1,001

1

1

17 SHARE CAPITAL
Ordinary shares of 1 USD
Number of shares issued
Share price

The Company has one class of ordinary voting shares which carry no right to fixed income.
In September 2015, 1 ordinary share was issued when establishing the Company.
In October 2015, an additional 1,000 ordinary share were issued.

Share premium
In October 2015, an additional 1,000 ordinary shares were issued with a share premium of
USD 600.8 million.
Capital contribution
During 2015/16, the shareholders made capital contributions of USD 626.1 million which
consisted of the forgiveness of a loan note and a cash contribution.
Other reserves
The hedging reserve comprises the effective portion of the cumulative net change in the fair
value of hedging instruments used in cash flow hedges pending subsequent recognition in
profit or loss as the hedged cash flows or items affects profit or loss.
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Group

Company

30 June 2017

30 June 2016

30 June 2017

30 June 2016

Aircraft financing

3,686,975

2,942,712

-

-

Other term loans

611,498

634,708

611,498

634,708

2,893

3,045

-

-

4,301,366

3,580,465

611,498

634,708

USD’000
18 LOANS AND BORROWINGS

Mortgage debt
Total Credit institutions

Aircraft financing consists of loans provided by commercial banks, loans provided or guaranteed by various export credit agencies, unsecured notes and notes issued in an Asset Backed
Securitization (“ABS”).
		 					
As of 30 June 2017, 347 (353 including joint venture) aircraft were subject to debt financing.
As of 30 June 2017, 72 aircraft were financed with proceeds funded directly by EDC (Canadian
Export Credit Agency). An additional 38 aircraft were financed with commercial banks where
the loans are guaranteed by Coface (Compagnie Française d’Assurance pour le Commerce
Extérieur) and SACE (Servizi Assicurativi del Commecio Estero). The Group has 212 (218
including joint venture) aircraft which were financed by a combination of commercial bank
loans and debt investors and 25 aircraft were financed with the proceeds of unsecured bank
loans and notes.
Security in the form of aircraft mortgages was in place for all financed aircraft except those
financed by unsecured loans and notes.
Other term loans are unsecured financings provided by HPS Investment Partners LLC and
shareholders.
The Group has issued notes in an ABS transaction. The terms of the ABS are governed by an
indenture. The assets which collateralize the ABS consist of 21 Embraer E-Jets (and/or aircraft-owning subsidiaries and related lease agreements). Rentals, maintenance reserves and
sales proceeds are paid into a collection account and accumulated and applied in accordance
with the agreement to satisfy 1) operating expenses, 2) maintenance reserve reimbursements,
3) interest related to the notes, 4) scheduled principal payments of the notes, and 5) fund
required reserve accounts for maintenance reserves. After the above items are satisfied, the
remaining cash flows are made available to the Group for use at its discretion.
To the extent that the ABS securities are not fully repaid by their respective expected maturity
dates, the interest rate of each such component will increase by LIBOR plus 2.0% through the
final maturity date of 15 December 2039. As of 30 June 2017 and 2016, the outstanding principal amounts are USD 265 million and USD 309 million, respectively.
Aircraft financing and other term loans are conditional on the Group fulfilling certain financial
covenants. During the year and at the reporting date, the Group fulfilled all financial covenants.
Buildings owned by the Group are subject to mortgages.
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Consolidated
30 June 2017
Aircraft
financing

Other
term loans

0-1 year

874,032

461,522

232

1,335,786

1-5 year

1,728,630

149,976

948

1,879,554

USD’000

Mortgage
debt

Total Credit
institutions

18 LOANS AND BORROWINGS
Maturity of loans and borrowings

> 5 years

1,084,313

-

1,713

1,086,026

Total

3,686,975

611,498

2,893

4,301,366
30 June 2016

USD’000

Aircraft
financing

Other
term loans

Mortgage
debt

Total Credit
institutions

0-1 year

543,383

176,349

225

719,957

1-5 year

1,207,517

458,359

916

1,666,792

> 5 years

1,191,812

-

1,904

1,193,716

Total

2,942,712

634,708

3,045

3,580,465

Terms and conditions of outstanding loans and borrowings
before impact of derivatives

Consolidated
30 June 2017

USD’000

Average nominal
interest rate

Year of
maturity

Principal

Libor + 2.00%

2025

8,934

Floating rate loans
ECA aircraft financing
Commercial aircraft financing

Libor + 2.00%-3.25%

2018-2026

1,202,952

Commercial junior aircraft financing

Libor + 6.50%-7.85%

2018-2022

224,533

Floating Danish real estate
mortgage rate + 1.65%

2025-2032

2,893

Real estate mortgage

1,439,312
Fixed rate loans
ECA aircraft financing

3.76%

2020-2027

1,118,878

Commercial aircraft financing

4.35%

2017-2026

1,218,253

Unsecured - other term loans

9.875%

2018

620,000
2,957,131

Total loans and borrowings before capitalized loan costs
Capitalized loan costs (of which 30,834 will be expensed within 1 year)
Total carrying amount of loans and borrowings

Outstanding interest rate swaps made for hedging floating rate loans (notional)
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18 LOANS AND BORROWINGS
Including impact of interest rate swaps total floating rate loans amount to USD 0.7 billion while total
fixed rate loans amount to USD 3.7 billion, as of 30 June 2017. Fixed rate debt constitutes 84% of
loans and borrowings and floating rate debt constitutes 16% as of 30 June 2017.
Fair value of interest rate swaps amounts to USD 3.9 million of 30 June 2017 and is included in
Trade and other receivables. Outstanding notional amount of interest rate swaps are 17% of total
loans and borrowings.

Terms and conditions of outstanding loans and borrowings
before impact of derivatives
USD’000

Consolidated
30 June 2016
Average nominal
interest rate

Year of
maturity

Principal

Floating rate loans
ECA aircraft financing
Commercial aircraft financing

Libor + 2.00%

2025

9,968

Libor + 2.00-3.25%

2016-2026

687,325

0.83%

2025-2032

Mortgage

3,045
700,338

Fixed rate loans
ECA aircraft financing

3.88%

2020-2027

1,384,037

Commercial aircraft financing

4.71%

2016-2027

925,219

Unsecured - other term loans

8.0%-9.875%

2016-2018

640,000
2,949,256

Total loans and borrowings before capitalized loan costs
Capitalized loan costs (of which 7,438 will be expensed within 1 year)
Total carrying amount of loans and borrowings

Outstanding interest rate swaps made for hedging floating rate loans (notional)

Including impact of interest rate swaps total floating rate loans amount to USD 0.4 billion while total
fixed rate loans amount to USD 3.2 billion as of 30 June 2016. Thus, fixed rate debt constitutes 88%
of loans and borrowings and floating rate debt constitutes 12% as of 30 June 2016.
Fair value of interest rate swaps amounted to USD -10.0 million of 30 June 2016, and is included in
Trade and other payables.
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Company
30 June 2017
Other
term loans

Total Credit
institutions

0-1 year

461,498

461,498

1-5 year

150,000

150,000

> 5 years

-

-

611,498

611,498

Average nominal
interest rate

Year of
maturity

Principal

9.875%

2018

620,000

-

-

-8,502

USD’000
18 LOANS AND BORROWINGS

Total

USD’000
Fixed rate loans
Unsecured - other term loans
Capitalized loan costs
Total carrying amount of loans and borrowings

611,498

Company
30 June 2016
USD’000

Other
term loans

Total Credit
institutions

0-1 year

176,349

176,349

1-5 year

458,359

458,359

> 5 years

-

-

634,708

634,708

Average nominal
interest rate

Year of
maturity

Principal

8.0%-9.875%

2016-2018

640,000

-

-

Total

USD’000
Fixed rate loans
Unsecured - other term loans
Capitalized loan costs
Total carrying amount of loans and borrowings

Annual report 2016/2017
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18 LOANS AND BORROWINGS
Derivatives at fair value
All financial derivatives at 30 June 2017 were fixed interest rate swaps and d
 enominated
in USD. All derivatives entered into are for hedging purposes.

30 June 2017

USD’000

Group
notional
contracts

Group fair
values
Assets

Liabilities

Company
notional
contracts

Company fair
values
Assets

Liabilities

Derivatives - Non Hedge Accounting
Interest rate swaps

-

-

-

-

-

-

Cross currency swaps

-

-

-

-

-

-

-

-

-

-

-

-

751,477

3,931

-

-

-

-

751,477

3,931

-

-

-

-

Group fair
values

Company
notional
contracts

Derivatives designated as hedging
instruments in cash flow hedges:
Interest rate swaps

30 June 2016
USD’000

Group
notional
contracts
Assets

Liabilities

Company fair
values
Assets

Liabilities

Derivatives - Non Hedge Accounting
Interest rate swaps

-

-

-

-

-

-

Cross currency swaps

-

-

-

-

-

-

-

-

-

-

-

-

275,409

-

9,960

55,000

-

-487

275,409

-

9,960

55,000

-

-487

Derivatives designated as hedging
instruments in cash flow hedges:
Interest rate swaps
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18 LOANS AND BORROWINGS
The time periods in which the cash flows are expected to occur and affect the financial
statement of comprehensive income are as follows:

30 June 2017

USD’000
Cash Inflows
Cash Outflows

0-1 year

1-2 years

2-5 years

> 5 years

Total

33,674

29,290

195,206

75,480

333,650

-33,756

-28,872

-191,676

-74,938

-329,242

30 June 2016
USD’000
Cash Inflows
Cash Outflows

0-1 year

1-2 years

2-5 years

> 5 years

Total

81,257

25,153

76,927

106,844

290,181

-84,844

-27,501

-80,620

-107,433

-300,398

Amounts recognized in other comprehensive income coming from interest rate
swaps are as follows:
Consolidated

USD’000
Adjustment to fair value for the period
Realized during the period, recognized as financial income/expenses
Total

2016/17

2015/16

13,891

-3,423

-

-630

13,891

-4,053

For the year 1 July 2016 – 30 June 2017 and period 4 September 2015 – 30 June 2016

30 June 2017

30 June 2016

Non-current

315,329

238,792

Current

233,098

151,103

Total maintenance reserve liabilities

548,427

389,895

USD’000
19 MAINTENANCE RESERVE LIABILITIES

The maturity of maintenance reserves are based on estimates of aircraft utilization
and future overhauls expected to be performed by lessees in the future.
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Consolidated

USD’000

30 June 2017

30 June 2016

19,212

11,386

20 TRADE AND OTHER PAYABLES
Trade payables
Aircraft transition maintenance

-

18,800

Deposits held

154,763

137,954

Accrued costs

14,992

18,919

Other payables
Total trade and other payables

Current

31,160

11,172

220,127

198,231

76,600

98,042

Non-current

143,527

100,189

Total trade and other payables

220,127

198,231

The only non-current items are related to deposits held. All other items are current.
Company
USD’000

30 June 2017

30 June 2016

Other payables

9,484

805

Total trade and other payables

9,484

805

Current

9,484

805

Non-current

-

-

9,484

805

30 June 2017

30 June 2016

Deferred lease rent income

19,317

4,491

Straightline rent adjustment

-6,021

-3,589

7,763

-

Total deferred income

21,059

902

Current

25,984

3,838

Non-current

-4,925

-2,936

Total deferred income

21,059

902

Total trade and other payables

USD’000
21 DEFERRED INCOME

Rent payments received in advance
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22 FINANCIAL RISK MANAGEMENT
Treasury policy and financial risk management
The management of financial risks within the Group and the Company is centralized to the
Group’s Treasury function (“Group Treasury”).
The Board has identified the following financial risks as the most significant to the Group:
•
•
•
•

Liquidity and financing risk
Interest rate risk
Currency risk
Credit risk

The exposure and policies/processes for managing each risk are mentioned below.
Liquidity and financing risk
Financing risk is defined in the finance policy as the risk that loans cannot be refinanced
when necessary, that financing cannot be obtained or that refinancing is only possible at
unfavorable terms. It is incumbent on Group Treasury to continuously forecast the Group’s
liquidity requirements and to continuously maintain contracts with relevant credit institutions
to maintain access to competitive financing.
As stated in Note 18 - Loans and borrowings - the Groups non-current interest-bearing liabilities are primarily comprised of ECA and commercial aircraft financing and other term loans.
Aircraft financing and other term loans are conditional on the Group fulfilling certain 
financial covenants. During the year and at the reporting date, the Group fulfilled all
financial covenants.
With the aim of managing the liquidity risk the Group's ensures that sufficient cash is available
to meet payment obligations and adhere to covenant compliance under the respective loan
agreements. The liquidity reserve consists of cash and cash equivalents and unutilized credit
facilities. 30 June 2017 cash and cash equivalents amounted to USD 289.9 million of which USD
227.4 million was available for use as it was not subject to restrictions. In addition, there were
unutilized credit facilities of USD 456.3 million.
The table below shows the maturity structure for the Group’s financial liabilities including
derivative assets and liabilities. The amounts disclosed in the table are the contractual
undiscounted cash flows. For interest rate swaps the cash flows have been estimated using
forward interest rates applicable at the end of the reporting period.
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Consolidated
30 June 2017
Carrying
amounts

Capital amounts
and assumed
interest

Within
1 year

Between
2-5 years

Beyond
5 years

Aircraft financing

3,689,234

4,375,286

1,056,157

2,136,020

1,183,109

Other term loans

609,239

681,167

530,715

150,452

-

2,893

3,161

279

1,072

1,810

Trade and other payables

220,127

220,127

76,600

55,612

87,915

Maintenance reserve liabilities

548,427

548,427

233,098

281,082

34,247

5,069,920

5,828,168

1,896,849

2,624,238

1,307,081

Interest rate swap

3,931

4,408

-82

3,948

542

Total derivatives (asset)

3,931

4,408

-82

3,948

542

USD’000
22 FINANCIAL RISK MANAGEMENT
Non-derivatives (liabilities)

Mortgage debt

Total non-derivatives (liabilities)
Derivatives (asset)

Company
30 June 2017
USD’000

Carrying
amounts

Capital amounts
and assumed
interest

Within
1 year

Between
2-5 years

Beyond
5 years

611,498

681,167

530,715

150,452

-

5,731

5,731

5,731

-

-

Non-derivatives (liabilities)
Other term loans
Amount owed to group companies
Trade and other payables
Total non-derivatives (liabilities)

Nordic Aviation Capital

9,484
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-

-

626,713

696,382

545,930

150,452

-
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Consolidated
30 June 2016
Carrying
amounts

Capital amounts
and assumed
interest

Within
1 year

Between
2-5 years

Beyond
5 years

Aircraft financing

2,942,712

3,534,784

670,909

1,542,585

1,321,290

Other term loans

634,708

736,916

220,633

516,283

-

3,045

3,362

285

1,081

1,996

Trade and other payables

188,271

188,588

88,113

100,475

-

Maintenance reserve liabilities

389,895

389,895

151,103

221,462

17,330

4,158,631

4,853,545

1,131,043

2,381,886

1,340,616

Interest rate swap

9,960

10,217

3,587

6,041

589

Total derivatives (liability)

9,960

10,217

3,587

6,041

589

USD’000
22 FINANCIAL RISK MANAGEMENT
Non-derivatives (liabilities)

Mortgage debt

Total non-derivatives (liabilities)
Derivatives (liability)

Company
30 June 2016
USD’000

Carrying
amounts

Capital amounts
and assumed
interest

Within
1 year

Between
2-5 years

Beyond
5 years

634,708

736,916

220,633

516,283

-

13,459

13,459

13,459

-

-

Non-derivatives (liabilities)
Other term loans
Amount owed to group companies
Trade and other payables
Total non-derivatives (liabilities)
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751,180
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-
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22 FINANCIAL RISK MANAGEMENT
Interest rate risk
Interest rate risk consists of the risk that a change of market rates has a negative impact on the
consolidated statement of profit or loss or statement of financial position.
The Group’s strategy is to manage its exposure to interest rate risk. Currently, the m
 ajority
of the Group’s leases is at fixed rental rates and the Group manages its overall exposure
through interest rate swaps. As of 30 June 2017, fixed rate debt including interest rate
swaps c
 onstituted 84% of the total debt and floating rate debt constituted 16% of the total
outstanding debt. Interest rate swaps constituted 17% of total debt. More information about
floating and fixed rate loans can be found in Note 18 – Loans and borrowings.
Sensitivity analysis, interest rate risk
An increase or decrease of the market interest rate by 1%-point will increase or decrease the
Group’s annual interest expenses by approximately USD 7 million and increase or decrease
other comprehensive income by approximately USD 15 million. Therefore, an increase of the
market interest rate by 1%-point will impact total comprehensive income positively by approximately USD 8 million and a decrease will have the opposite impact.
Currency risk
Exposure to currency risk can be divided into transaction exposure and translation exposure.
Transaction exposure
All aircraft purchase agreements are negotiated in USD and the majority of revenue is in USD
and funding is denominated in USD. Local expenses, general and administrative expenses
are incurred in foreign currencies, primarily EUR and DKK. A change in foreign exchange rates
would not have a material impact on operating profit or cash flow.
As the foreign exchange risk is considered insignificant no hedging of this is carried out.
Translation exposure
Translation exposure arises in the translation of the statements of financial position and
statements of profit or loss for foreign subsidiaries to USD. As all subsidiaries are preparing and
presenting financial statements in USD no material translation exposure exists.
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22 FINANCIAL RISK MANAGEMENT
Credit risk
The Group is subject to the credit risk of its lessees as to collection of rental payments under
its operating and finance leases. The Group has implemented effective ongoing monitoring
of lessees’ credit risk. This task is managed in a joint effort between Lease Management and
Group Treasury. Creditworthiness of each new customer is assessed and the Group always
obtains security in the form of cash and/or letter of credit to lower the overall credit exposure
against each individual lessee. The credit assessment is based upon qualitative and quantitative information about the lessees such as business results, ownership, management team,
and financial performance including forecast, accident and incidents history, maintenance
capabilities etc. to the extent that the information is publicly available or disclosed.
In considering whether past due receivables are required to be provided for, security deposits,
maintenance reserves, letters of credit and the underlying aircraft value for finance lease
receivables are taken into account.
Default by any one of the Group’s major customers could have a material impact on the Group’s
cash flow.
For more information about receivables and aging analysis, see Note 14 - Trade and other
receivables.
The Group holds cash balances which give rise to credit risk on counterparties which is managed by limiting the aggregate amount of and duration of exposure to any one bank. The Group
minimizes exposure on any bank (counterpart) which does not hold a public available credit
rating of at least A- (S&P & Fitch) or A3 (Moody’s). Duration of any cash deposit is limited to a
maximum of 90 days.
Fair value of financial assets and liabilities
The fair value of the fixed rate loans is determined as the present value of the expected
payments, discounted at a rate equal to the relevant USD zero-coupon rates with addition of
an estimated credit spread. Since the Group, on an ongoing basis enters into financing agreements, the credit spread, which is a significant input to the valuation, is based on an estimate
supported by observable data (level 2 measurement in the fair value hierarchy).
The carrying amounts of other financial assets and liabilities are considered to be reasonable
estimates of the fair value of each class of financial assets and liabilities.
Carrying amounts of financial assets and liabilities by measurement category
The table below presents the carrying amounts for financial assets and liabilities by measurement
category in IAS 39.
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Consolidated
Financial assets at fair value through profit or loss and other comprehensive income
USD’000

30 June 2017

30 June 2016

22 FINANCIAL RISK MANAGEMENT
Financial assets at fair value
Available for sale financial asset

-

17,100

Interest rate derivatives

3,931

-

Total financial assets at fair value

3,931

17,100

30 June 2017

30 June 2016

Available for sale financial assets (Level 3 fair values)
USD’000
Available for sale financial assets 1 July / 4 September
Addition
Net change in fair value (included in OCI)
Disposal
Available for sale financial assets 30 June

17,100

-

-

17,100

4,405

-

-21,505

-

-

17,100

30 June 2017

30 June 2016

Receivables and cash and cash equivalents
USD’000
Financial assets not measured at fair value
Investment in equity accounted entities
Receivables from finance leases
Other investments

2,389

1,856

33,047

35,526

42

112

Trade and other receivables

70,197

40,741

Other assets (deposits)

10,164

12,998

Cash and cash equivalents

289,861

212,786

Total financial assets not measured at fair value

405,700

304,019

Total financial assets

409,631

321,119

30 June 2017

30 June 2016

-

-

Financial liabilities at fair value through profit or loss and other comprehensive income
USD’000
Financial liabilities at fair value
Other non-current liabilities
Interest-rate derivatives
Other current liabilities
Interest-rate derivatives

-

9,960

Total financial liabilities at fair value

-

9,960
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Financial liabilities at amortized cost
USD’000

30 June 2017

30 June 2016

4,301,366

3,580,465

22 FINANCIAL RISK MANAGEMENT
Financial liabilities not measured at fair value
Aircraft financing

3,773,550

Other term loans

620,000

Mortgage debt
Capitalized loan costs

2,893
-95,077

Trade and other payables

220,127

188,271

Maintenance reserve liabilities

548,427

389,895

Total financial liabilities not measured at fair value

5,069,920

4,158,631

Total financial liabilities

5,069,920

4,158,631

Financial instruments measured at fair value in the balance sheet consist of financial
derivatives used to hedge the interest rate risk. All assets and liabilities except available
for sale financial assets are level 2 in the fair value hierarchy in IFRS 13.
The Group held an unsecured claim which is classified as available for sale financial
assets with a fair value of USD 17.1 million at 30 June 2016. The fair value of this claim
was categorized as level 3. Available for sale financial assets are measured at fair value
based on what the asset could be exchanged for in at arm’s length transactions between
informed and willing parties at the balance sheet date. During 2016/2017, the claim was
sold for a gain. See Note 11.

Company
Financial assets at fair value through profit or loss
30 June 2017

30 June 2016

Other receivables

-

-

Interest rate derivatives

-

-

Total financial assets at fair value

-

-

30 June 2017

30 June 2016

1,407,331

1,407,276

267,343

457,850

USD’000
Financial assets at fair value

Receivables and cash and cash equivalents
USD’000
Financial assets not measured at fair value
Investment in subsidiaries
Amounts owed to group enterprises
Cash and cash equivalents

161,992

367

Total financial assets not measured at fair value

1,836,666

1,865,493

Total financial assets

1,836,666

1,865,493
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Company
Financial liabilities at fair value through profit or loss
30 June 2017

30 June 2016

-

-

Interest-rate derivatives

-

-

Total financial liabilities at fair value

-

-

30 June 2017

30 June 2016

611,498

634,708

Amounts owed to group enterprises

5,731

13,460

Trade and other payables

9,484

806

Total financial liabilities not measured at fair value

626,713

648,974

Total financial liabilities

626,713

648,974

USD’000

30 June 2017

30 June 2016

0-1 year

6,006

6,858

1-5 year

22,600

23,857

> 5 years

22,808

27,497

Total commitments and contingent liabilities

51,414

58,212

USD’000
22 FINANCIAL RISK MANAGEMENT
Financial liabilities at fair value
Other non-current liabilities
Interest-rate derivatives
Other current liabilities

Financial liabilities at amortized cost
USD’000
Financial liabilities not measured at fair value
Other term loans
Capitalized loan costs

620,000
-8,502

23 COMMITMENTS AND CONTINGENT LIABILITIES
Capital commitments
The Group has firm orders with ATR and Embraer totaling 54 aircraft (69 aircraft at 30
June 2016) and has committed to acquire 1 Embraer aircraft. At 30 June 2016, the Group
had other capital commitments to purchase 51 aircraft which have all been delivered. At
30 June 2017, the Group had options to purchase 47 aircraft from ATR. Total contracted
firm order commitments at 30 June 2017 and 2016 are USD 1.1 billion and USD 2.4 billion,
respectively.
Non-cancellable operating leases
Commitments for minimum lease payments in relation to non-cancellable operating leases
are payable as follows:

Expensed payments for operating leases amount
to USD 10.7 million in 2016/17 (USD 5.8 million in 2015/16).
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24 BUSINESS COMBINATIONS
The Group entered into the below acquisitions in period 4 September 2015 – 30 June 2016

Business
activity

Acquisition
date

Acquired
ownership interest

NAC A/S

Leasing turboprop, regional jet aircraft and
the provision of management services

8 October 2015

100%

Jetscape

Leasing regional jet aircraft and managing
aircraft

30 March 2016

100%

Aldus

Managing regional aircraft

24 May 2016

100%

NK Aviation

Leasing aircraft

30 June 2016

50%

USD’000

2016/17

Adjusted
2015/16

Adjustment to
prior aquisitions

As previously
reported
2015/16

Goodwill and intangible assets

772,210

772,210

-21,027

793,237

Property, plant and equipment

3,623,840

3,623,840

25,777

3,598,063

Trade and other receivables

52,773

52,773

-

52,773

Finance leases

66,600

66,600

-

66,600

124,402

124,402

-

124,402

47,000

47,000

-

47,000

Cash and cash equivalents
Restricted cash
Other assets
Loans and borrowings
Deferred tax liabilities
Maintenance reserve liabilities
Trade and other payables
50% shares in joint venture
Gain on acquistion
Fair value of net assets acquired

65,917

65,917

-

65,917

-2,836,100

-2,836,100

-10,486

-2,825,614

-88,247

-88,247

4,303

-92,550

-255,968

-255,968

5,277

-261,245

-219,911

-219,911

-3,844

-216,067

1,352,516

1,352,516

-

1,352,516

-22,600

-22,600

-

-22,600

1,329,916

1,329,916

-

1,329,916

-16,600

-16,600

-

-16,600

1,313,316

1,313,316

-

1,313,316

Reassessment of Purchase Price Allocation on prior year business combinations
and portfolio acquisitions.
In accordance with IFRS 3, the provisional fair value amounts arising from purchase price
allocation on the acquisitions made in the prior year have been reassessed during the
current year to reflect new information obtained in respect of facts and circumstances that
were in existence at the acquisition date.
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24 BUSINESS COMBINATIONS
This reassessment is dealt with in the current year financial statements and has resulted in a decrease in lease intangible assets of USD 21.9 million and a corresponding increase in goodwill.
The allocation of the purchase consideration of a portfolio acquisition made on the last day of the
prior financial period between aircraft and lease intangible has also been restated in the prior year
financial statement to reflect facts and circumstances in existence at the acquisition date. This
has resulted in a reclassification in the 30 June 2016 balance sheet of USD 25.8 million from lease
intangible assets to aircraft and has not resulted in any restatement of the prior year profit and loss
accounts.
Goodwill is attributable to profitability of the acquired entities, expected synergies and the value of
broader market penetration. No part of the goodwill will be deductible for tax purposes.
In connection with the acquisition of the remaining 50% of the shares in NK Aviation during 2015/16,
the previously owned participations in associated companies were revalued to fair value. This entailed a positive revaluation gain of USD 16.6 million which was included in other income in 2015/16.
Fair value of NAC A/S was USD 1,024 million of which cash was USD 110 million, goodwill and
intangible assets USD 702 million, property, plant and equipment USD 2,887 million and loan and
borrowings USD 2.373 million. Consideration was cash USD 501 million and other consideration
was valued at USD 523 million.
Fair value of net assets acquired in other entities (Jetscape, Aldus, NK Aviation) was USD 289 million,
of which net assets acquired in Jetscape was USD 257 million. Total cash was USD 61 million, goodwill and intangible assets USD 91 million, property, plant and equipment USD 711 million and loan
and borrowings USD 453 million. Consideration for the acquisitions was cash.
The share of revenue and profit (loss) for the year from the acquisition date:
In the period ended 30 June 2016, NAC’s share of revenue was 92% and profit was 83%. Jetscape
share of revenue was 8% and profit 17%.
Acquired operations if they had been owned throughout the year:
In the period ended 30 June 2016, total revenue for the Group would have been USD 401 million
and profit would have been USD 68.4 million. NAC’s share of revenue would have been 77% and
profit 60%. Jetscape’s share of revenue would have been 20% and profit (loss) 39%. Aldus share
of revenue would have been 1%. NK Aviation’s share of revenue would have been 2%.
The above mentioned amounts have been calculated using the subsidiaries’ results and adjusting them for differences in the accounting policies between the group and the subsidiaries
and the additional depreciation and amortization that would have been charged assuming the
fair value adjustments to property, plant and equipment and intangibles assets had applied
from 1 October 2015.		
Acquisition-related costs
Acquisition-related costs included in other expenses in profit and loss and in operating cash
flows in the statement of cash flows contains of total USD 1.7 million in 2015/2016.
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2016/17

2015/16

Change in inventory

2,650

-12,528

Change in deposits (assets)

2,834

-

USD’000
25 CHANGE IN RECEIVABLES AND PAYABLES

Change in trade and other receivables
Change in available for sale – financial assets
Change in restricted cash

-33,387

-40,741

17,100

-17,100

-9,574

-52,905

158,532

389,895

Change in trade and other payables

21,896

198,231

Change in deferred income (liabilities)

20,157

902

Change in maintenance reserves liability

Receivables and payables on acquisition of entities

-

-360,869

180,208

104,885

2016/17

2015/16

Net finance costs

232,460

118,356

Depreciation, amortization and impairment

232,859

124,689

Lease incentive additions

-16,796

-23,511

Profit from sale of fixed assets

-13,295

-8,538

-

-3,261

12,108

-3,058

-533

-212

Total change in receivables and payables
For the year 1 July 2016 – 30 June 2017 and period 4 September 2015 – 30 June 2016

USD’000
26 OTHER NON-CASH ITEMS

Impairment of securities
Fair value adjustment of hedging instruments
Share of profit/loss in equity accounted investments
Reclassification of other payables/maintenance reserves
Other non-cash items
Total other non-cash items

-

-

1,681

1,343

448,484

205,808

2016/17

2015/16

1,001

583

For the year 1 July 2016 – 30 June 2017 and period 4 September 2015 – 30 June 2016

USD’000
27 FEE PAID TO AUDITORS
Audit services
Tax advice services

263

257

Other non-audit services

20

144

Total fee paid to auditors

1,284

984

For the year 1 July 2016 – 30 June 2017 and period 4 September 2015 – 30 June 2016

Auditors’ remuneration, exclusive of VAT, for work carried out for the Group in respect
of the financial period is as per above.
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28 RELATED PARTIES
Related parties exercising control
NAC Luxembourg II S.A., the ultimate shareholding entity is owned by NAC Luxembourg I S.A.
EQT, KIRKBI hold 67% and Martin Møller holds the remaining 33% of the shares.
Significant related party transactions
One Director has provided NAC with a loan of USD 150 million as at 30 June 2017 which expires
within five years. The loan was USD 170 million at 30 June 2016. The loan carries an appropriate
market interest rate.
Related parties exercising significant influence
Related parties exercising significant influence comprise the Board of Directors and Executive
management and close members of their families.
Key management personnel consist of Directors of the Company. Total compensation paid to
the Directors was USD 5.9 million and USD 4.0 million in 2016/2017 and 2015/2016, respectively.
In addition, interest and related fees paid related to a shareholder loan amounted to USD 20.4
million and USD 6.4 million in 2016/2017 and 2015/2016, respectively.
Subsidiaries
Aruba: Belgiestraat 36, Oranjestad, Aruba (100% owned. These subsidiaries engage in aircraft
leasing): E190 MSN 418 A.V.V., E190 MSN 431 A.V.V.
British Virgin Islands Palm Grove House PO Box 438, Tortola, Road Town, British Virgin Islands
(100% owned. These subsidiaries engage in aircraft leasing and management services):
Astona Limited, Broadstone Global Limited, Fortuna Aviation Holding Limited, Jetscape Aviation
Group Ltd., Jetscape Commercial Jets Limited, Jetscape Acquisitions Limited, Melana Investments Limited, Tyche Aviation Holding Limited
Canada: 1 First Canadian Place, Suite 3400 Toronto, Ontario M5X 1A4 Canada
(100% owned. This subsidiary engages in management services): NAC Aviation Canada, Inc.
Cayman Islands: Maples Corporate Services Limited, PO Box 309, Ugland House KY-1104,
Grand Cayman (100% beneficially owned. Activity is leasing aircraft and management services):
Eagle I Limited
Cyprus (100% owned. These subsidiaries engage in aircraft leasing): NAC Aviation Cyprus 1 Ltd,
NAC Aviation Cyprus 2 Ltd., NAC Aviation Cyprus 3 Ltd. and Merlano Ltd.
Denmark: Stratusvej12, Billund Denmark (100% owned. These subsidiaries engage in aircraft
leasing and maintenance): Nordic Aviation Capital A/S, Nordic Aviation Financing ApS, NAC
Aviation 2 A/S, NAC Aviation 3 A/S, NAC Aviation 4 A/S
France: 18 rue Pasquier 75008 Paris, France (100% owned. These subsidiaries engage in
aircraft leasing and management services): NAC Aviation France 1 SAS, NAC Aviation France 2
SAS, NAC Aviation France 4 SAS, NAC Aviation France 5 SAS, NAC Aviation France 6 SAS, NAC
Aviation France 7 SAS, NAC Services France SAS
Ireland: 5th Floor, Bedford Place, Henry Street, Limerick Ireland (100% owned. These
subsidiaries engage in aircraft leasing and management services): Nordic Aviation Contractor
(Ireland) Ltd, Nordic Aviation Services Ltd, NAC Services 2 Ltd, NAC Aviation 2 Ltd, NAC Aviation
3 Ltd, NAC Aviation 4 Ltd, NAC Aviation 6 Ltd, NAC Aviation 7 Ltd, NAC Aviation 8 Ltd, NAC Aviation
9 Ltd, NAC Aviation 10 Ltd, NAC Aviation 11 Ltd, NAC Aviation 12 Ltd, NAC Aviation 14 Ltd, NAC
Aviation 15 Ltd, NAC Aviation 16 Ltd, NAC Aviation 17 Ltd, NAC Aviation 18 Ltd, NAC Aviation 19
Ltd, NAC Aviation 20 Ltd, NAC Aviation 21 Ltd, NAC Aviation 22 Ltd, NAC Aviation 23 Ltd, NAC
Aviation 24 Ltd, NAC Aviation 25 Ltd, NAC Aviation 26 Ltd, NAC Aviation 27 Ltd, NAC Aviation 28
Ltd, NAC Aviation 29 Ltd, NAC Aviation 30 Ltd, NAC Aviation 31 Ltd, NK Leasing Ltd, NK Aviation
Ltd, Argos Aviation One Ireland DAC, Argos Aviation Two Ireland DAC, Argos Aviation Three
Ireland DAC, Argos Aviation Four Ireland DAC, Argos Aviation Five Ireland DAC, Argos Aviation
Six Ireland DAC, Astona (Ireland) DAC, Fortuna Aviation DAC, Melanajet (Ireland) DAC, Minerva
Airlease One DAC, Minerva Airlease Three DAC, Minerva Airlease Two DAC, Rockjet (Ireland) DAC,
Tyche Aviation DAC, Freyja Aviation One Ireland DAC, Freyja Aviation Two Ireland Limited, Freyja
Aviation Three Ireland Limited, Freyja Aviation Four Ireland Limited
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Malta: Progetta House, Office 62-64, Triq it-Torri, BKR 4012, Swatar Birkirkara, Malta
(100% owned. These subsidiaries engage in aircraft leasing and management services):
Argos Aviation Malta Limited, Freyja Aviation One Malta Limited, Jetscape Commercial Jets Malta
Limited, Minerva Aviation Malta Limited, Oden Aviation One Malta Limited, Oden Aviation Two
Malta Limited
Singapore: 20 Bendemeer Road #03-12 Singapore 339914 (100% owned. These subsidiaries
engage in aircraft leasing and management services): Nordic Aviation Capital Pte, Nordic
Aviation Leasing Pte Ltd, Nordic Aviation Leasing Two Pte Ltd, Nordic Aviation Leasing Four Pte
Ltd, Nordic Aviation Leasing Six Pte Ltd, Nordic Aviation Leasing Seven Pte Ltd, Nordic Aviation
Leasing Eight Pte Ltd, Nordic Aviation Leasing Nine Pte Ltd, Nordic Aviation Leasing Eleven Pte
Ltd, Nordic Aviation Leasing Twelve Pte Ltd, Nordic Aviation Leasing Fourteen Pte. Ltd, Nordic
Aviation Leasing Fifteen Pte. Ltd, Nordic Aviation Leasing Sixteen Pte. Ltd, Nordic Aviation
Leasing Seventeen Pte. Ltd, Nordic Aviation Leasing Eighteen Pte. Ltd, Nordic Aviation Leasing
Nineteen Pte. Ltd, Nordic Aviation Leasing Twenty Pte. Ltd, Nordic Aviation Leasing Twenty One
Pte. Ltd, Nordic Aviation Leasing Twenty Two Pte. Ltd, Nordic Aviation Leasing Twenty Three Pte.
Ltd, Nordic Aviation Leasing Twenty Four Pte. Ltd, Nordic Aviation Financing One Pte Ltd and
Nordic Aviation Financing Two Pte Ltd
Sweden: Trädgårdsvägen 34, Bjärred, 237 35, Sweden (100% owned. These subsidiaries
engage in aircraft leasing): Enclave Aviation Sweden AB, Magni Aviation One Sweden AB
United Kingdom: Tricor Suite, 4th Floor, 50 Mark Lane EC3R 7QR London, United Kingdom
(100% owned. These subsidiaries engage in aircraft leasing and management services):
NAC Aviation UK 1 Ltd., NAC Aviation UK 2 Ltd., NAC Aviation UK 3 Ltd., NAC Services UK Limited
United States – Delaware: 2140 South Dupont Highway, Camden, Delaware 19934 United
States (100% owned. These subsidiaries engage in aircraft leasing): E-190 MSN 255 LLC, E-190
MSN 275 LLC, E-190 MSN 291 LLC, E Notes Investor LLC, Jetscape, Inc. (Delaware), Jetscape
Malta Holdings LLC, NAC Aviation US LLC, Trevian Investments LLC, Trevian Holdings LLC
United States – Florida: 401 East Las Olas Blvd, Suite 1700, Fort Lauderdale, Florida 33301
United States (100% owned. These subsidiaries engage in aircraft leasing and management
services): JAG VIII LLC, JAG XV LLC, JAG XVI LLC, JAG XVII LLC, JAG IX LLC, JAG XXI LLC, JAG XII
LLC, JAG XVIII LLC, JAG XIV LLC
KN Operating Ltd is a joint venture, which is owned 50%.

Investment in subsidiary undertakings
USD’000
At 1 July / 4 September
Acquisitions
Additional contribution
At 30 June

29 SUBSEQUENT EVENTS
On 15 August 2017, Air Berlin PLC & Co. Luftverkehrs KG, a German airline filed for insolvency
protection. Security deposits and maintenance reserves are in place for the leased aircraft. The
potential impact, if any, cannot be determined at this time as it depends on the outcome of the
insolvency proceedings. This continues to be reviewed by management.
At 3 July 2017 Brian Ruben Pedersen was appointed as Director.
Related to other matters, the Directors consider the state of affairs of the Group and Company
to be satisfactory and there has been no material change since the statement of financial
position date however the normal operations of the Group have continued which has resulted
in several aircraft acquisitions, disposals and lessee transitions.
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Company
30 June 2017

30 June 2016

1,407,276

-

55

1,307,276

-

100,000

1,407,331

1,407,276
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30 SIGNIFICANT ACCOUNTING POLICIES
A. Statement of compliance
The consolidated financial statements are
prepared in accordance with International
Financial Reporting Standards as adopted
by the EU (“IFRS”) and the Companies Act
2014.
IFRS applied by the Group in the preparation of these consolidated financial statements are those that were effective and
applicable at 30 June 2017.

B. New IFRS not yet adopted
A number of new or revised IFRS stand
ards first enter into effect in future financial
years, including IFRS 9 Financial Instruments, IFRS 15 Revenue from Contracts
with Customers and IFRS 16 Leases. IFRS
9 concerns the reporting of financial
instruments and will replace the existing
standard IAS 39 as of 1 January 2018, while
IFRS 15 contains new policies for revenue recognition which will also enter into
effect on 1 January 2018. IFRS 16 specifies
how to recognize, measure, present and
disclose leases and will come into effect
on 1 January 2019. The extent of the impact
for future accounting periods is still under
review by the Group and Company and the
new standards, amendments to standards
and interpretations will be applied in the
Consolidated Financial Statements from
the EU endorsed effective date. These new
standards are not expected to have a significant impact on the financial statements
of the Group and Company.
These consolidated financial statements
are for the year ended 30 June 2017 and for
the period 4 September 2015 to 30 June
2016.

C. Basis for preparation
The Consolidated Financial Statements
have been prepared on historical cost
basis as modified to include fair valuation
of certain financial instruments in accordance with IFRS as adopted by the EU as
applied in accordance with the Companies
Act 2014.
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The individual financial statements of the
Company have been prepared in accordance with IFRS as adopted by the EU as
applied in accordance with the Companies Act 2014. The Company has taken
advantage of the exemption in section 304
of the Companies act 2014 which exempts
a company that publishes its company in
group financial statements together from
presenting to its members its company
income statement and related notes that
form part of the approved company financial statements.
Certain reclassifications have been made
to prior period balances to confirm with
current period presentation.

D. Estimates and judgement
The preparation of the consolidated financial statements in conformity with IFRS
as adopted by the EU requires management to make judgements, estimates and
assumptions that affect the application of
policies and reported amounts of assets
and liabilities, income and expenses. The
estimates and associated assumptions are
based on historical experience and various
other 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.
Estimates and underlying assumptions are
reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the
year in which the estimate is revised if the
revision affects only that year or in the year
of the revision and future years if the revision affects both current and future years.
Business combination
The recognition of business combinations
requires the excess of the purchase price
of acquisitions over the net book value
of assets acquired to be allocated to the
assets and liabilities of the acquired entity.
The Group makes judgements and estimates in relation to the fair value allocation
of the purchase price. If any unallocated
portion is positive it is recognized as

goodwill and if negative, it is recognized
in the income statement. The fair value
judgements and estimates are based on a
number of factors including the value of aircraft and related lease contracts, the value
of relationships with customers and long
term performance plans.
Goodwill
In impairment testing of goodwill, an
estimate is made to determine how parts
of the enterprise related to the goodwill
will be able to generate sufficient future
positive net cash flows to support the
value of goodwill with an indefinite useful
life and other net assets of the enterprise
in question. The estimate of the future
free net cash flows is based on a forecast
for subsequent years. A forecast for the
coming years is based on specific future
business initiatives for which the risks
relating to key parameters have been
assessed and recognized in estimated
future free cash flows.
These assumptions and the judgements
of management that are based on them
are subject to change as new information becomes available. Changing the
assumptions selected by management,
in particular the discount rate and growth
rate assumptions used in the cash flow
projections, could significantly affect the
Group’s impairment evaluation and future
results.
Property, plant and equipment
In accounting for property, plant and equipment, the Group makes estimates about
the expected useful lives and the estimated residual value of aircraft. In determining
these estimates management relies upon
actual industry experience supported
by estimates received from independent
appraisers and considers anticipated
utilization of the aircraft.
In accordance with IAS 16 – Property, Plant
and Equipment, the Group’s aircraft that
are owned and leased are reviewed for
impairment whenever events or changes
in circumstances indicate that the carrying
value of the aircraft may not be recoverable. An impairment review involves
consideration as to whether the carrying
value of an aircraft is not recoverable
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and is in excess of its fair value. In such
circumstances, an impairment charge is
recognized as a write down of the carrying
value of the aircraft to the higher of value in
use or fair value less cost to sell.
The review for recoverability has a level
of subjectivity and requires the use of
judgement in the assessment of estimated
future cash flows associated with the use
of an item of property, plant and equipment
and its eventual disposition. Future cash
flows are assumed to occur under current
market conditions and assume adequate
time for a sale between a willing buyer and
a willing seller. Expected future lease rates
are based upon all relevant information
available, including the existing lease,
current contracted rates for similar aircraft,
appraisal data and industry trends.
Factors considered in estimating the
future cash flows are impacted by changes
in contracted lease payments, future
projected lease payments, transition
costs, estimated downtime and estimated
residual values.
Maintenance reserves
The Group records supplemental amounts
that are not expected to be reimbursed
during the lease as lease revenue when the
Group has reliable information that it will
not be required to make reimbursements of
the amounts collected based on utilization
and a maintenance forecasting model that
estimates the maintenance inflows and
outflows through lease expiration date.
Trade and other receivables
Trade and other receivables are
recognized initially at fair value and are
thereafter measured at amortized cost
using the effective interest rate less any
provision for impairment. Trade and other
receivables are discounted when the time
value of money is considered material.
A provision for impairment of trade receivables is recognized when there is objective evidence that the Group will not be
able to collect all amounts due according
to the original terms of the receivables.
Significant financial difficulties of the
debtor, probability that the debtor will enter bankruptcy or financial reorganization
and default or delinquency in payments
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Available for sale financial asset
Available for sale financial assets are
recognized based on management’s
judgement and estimation in relation to the
fair value of the consideration that could
be received in an arm’s length transactions
with a third party.

Foreign currency translation
Transactions in foreign currencies are translated to USD at exchange rates prevailing
at the date of the transaction. Assets and
liabilities denominated in foreign currencies
are translated into USD at the exchange rate
prevailing at the reporting date with differences arising recognized as profit or loss in
the consolidated statement of profit or loss
and other comprehensive income.

E. Functional and presentation currency

G. Significant accounting policies

These consolidated financial statements
are expressed in United States Dollars
(“USD”), as this is the Company’s functional currency, being the currency of the
primary economic environment in which
the Group and Company operates. All
financial information presented in USD has
been rounded to the nearest thousand USD
unless otherwise stated.

Revenue
The Group leases aircraft principally
under operating leases and records rental
income on a straight-line basis over the
life of the lease as it is earned. In some
cases, lease agreements provide for
rentals based on aircraft usage which may
be calculated based on hours or on cycles
operated. The Group accounts for lease
rentals under such agreements on a basis
that represents the time pattern in which
the revenue is earned.

are considered indicators that a trade
receivable may be impaired.

F. Basis of consolidation
Subsidiaries
Subsidiaries are those enterprises, which
are controlled by the Group. Control exists
when the Group has the power, directly
or indirectly, to govern the financial and
operating policies of an enterprise so as
to obtain benefits from its activities. The
financial statements of subsidiaries are
included in the consolidated financial
statements from the date that control commences until the date that control ceases.
The consolidated financial statements
have been prepared using uniform
accounting policies for transactions and
other events in similar circumstances.
These consolidated financial statements include the accounts of NAC and its subsidiary
companies which are presented in Note 28.
In consolidation, intercompany balances
and intercompany transactions are eliminated in full.
Investment in subsidiaries
Investment in subsidiary undertakings
are stated at cost less any provision for
impairment.

Most of the Group’s lease contracts
require lease rental payments to be paid in
advance. Supplemental payments are paid
in arrears. Rentals received but unearned
at the reporting date are recorded as
deferred income.
Generally, lease contracts require a
lessee to redeliver an aircraft in specified
maintenance condition (normal wear and
tear excepted), with reference to major
life-limited components of the aircraft.
To the extent that such components are
redelivered in a different condition than
specified, there is generally an end-oflease compensation adjustment for the
monetary difference. Amounts received or
paid as part of these redelivery adjustments are recorded as lease rental income
at lease termination. The Group includes
amounts recorded as maintenance
payments that are not expected to be
reimbursed to lessees as revenue.
Financial income and expenses
Financial income and expenses comprise
interest income and expense, financial
lease income, amortization of costs of
permanent loan facilities as well as gains
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and losses recognized on securities,
receivables, payables and transactions denominated in foreign currencies. Borrowing
costs are recognized in profit or loss using
the effective interest method.

For the purposes of measuring an impairment loss, each aircraft is tested individually by comparing its carrying amount to
the higher of value in use and fair value less
cost to sell.

Upon the acquisition of an aircraft with a
lease contract, the liability is recorded at
fair value and is subsequently reassessed
in line with the Group’s maintenance forecasting model.

Property, plant and equipment
Property, plant and equipment are recorded at cost. Major improvements and
modifications incurred in connection with
the acquisition of aircraft that are required
to get the aircraft ready for initial service
are capitalized and depreciated over the
remaining useful life.

The residual values, useful lives and
depreciation methods are revised and
adjusted if appropriate, at each reporting
date. Residual value of aircraft is based on
their estimated scrap value for turboprop
aircraft and an assumed residual value of
jet aircraft.

Such maintenance reserves received in
cash from lessees are recognized as maintenance liabilities in the balance sheet in
recognition of the contractual commitment
to either refund such receipts or to hold
them for future scheduled maintenance
work to be performance thereafter.

The gain or loss arising on the disposal of
aircraft is determined as the difference between the sales proceeds and the carrying
amount of the asset and is recognized in
the statement of profit and loss and other
comprehensive income

Lessor contributions
Lessor contributions represent contractual obligations on the part of the Group
to contribute to a lessee’s cost of a next
planned major maintenance event which
is expected to occur during the lease. The
Group regularly reviews the level of lessor
contributions to cover its contractual obligations under current lease contracts and
makes adjustments as necessary.

Depreciation is charged so as to expense
the cost or valuation of assets less residual
values over their estimated useful lives
using the straight-line method on the
following bases:
• Jet aircraft - 25 years from date of manufacture assuming an estimated residual
value of 15% of purchase price
• Turboprop aircraft - 30 years from date
of manufacture assuming an estimated
residual value of 1 million USD
• Furniture and equipment - 3 years from
date of acquisition to an estimated residual value of nil
The basis for depreciation is calculated
as the residual value of the asset less
impairment losses, if any. The residual value
is determined at the acquisition date and
reassessed annually. If the residual value exceeds the carrying amount, depreciation is
discontinued. When changing the depreciation period or the residual value, the effect
on the depreciation is recognized prospectively as a change in accounting estimate.
Depreciation and impairment is recognized
in the statement of profit and loss.
Aircraft are assessed for recoverability
in accordance with IAS 36 – Impairment
of Assets whenever events or changes in
circumstances indicate that their carrying
value may not be recoverable. Notwithstanding the results of this review, in
certain circumstances management also
considers the carrying values of specific
aircraft where indicators of a diminution in value have been identified based
on aircraft specific sale and technical
information.
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The gain or loss arising on disposal or
retirement of other items of property,
plant and equipment is recognized under
revenue.
Pre-delivery payments
Pre-delivery payments are recorded at cost
and are not depreciated. Borrowing costs
associated with pre-delivery payments are
capitalized as incurred. As aircraft, which
are subject to pre-delivery payments are
delivered, applicable pre-delivery payments and financing costs are reclassified
to property, plant and equipment.
Inventories
Inventories of consumable spare parts
are stated at the lower of cost or net
realizable value.
Maintenance reserves
In many aircraft operating lease contracts,
the lessee has the obligation to make periodic payments which are calculated based
on the utilization of airframes, engines
and other major life-limited components
(supplemental amounts). In such contracts, upon the lessee presenting invoices
evidencing the completion of qualifying
maintenance on the aircraft, the Group
reimburses the lessee for the cost of the
maintenance, up to a maximum of the supplemental amounts received with respect
to such work unless otherwise indicated in
the lease contract.

Lessor contributions represent a lease
incentive and are recorded as a charge
against lease rental income over the life
of the associated lease. When aircraft are
sold the portion of the accrued liability
not specifically assigned to the buyer is
derecognized from the statement of financial position as part of the gain or loss on
disposal of the aircraft.
Lessor contributions in respect of end of
lease adjustments are recognized when
the Group believes it is probable that it
will be required to reimburse amounts to a
lessee and the amount can be reasonably
estimated.
Maintenance intangible assets
Maintenance intangibles associated with
the acquisition of aircraft with in-place
leases represent the difference in value
between the contractual right to receive
an aircraft in a specified maintenance
condition on redelivery and the maintenance condition on the acquisition date.
Maintenance intangible assets exist if on
the acquisition date, the maintenance
condition of the aircraft is worse than
the expected maintenance condition
on redelivery. A maintenance intangible
liability exists if on the acquisition date,
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the maintenance condition is better than
expected redelivery condition and the lessor has agreed to compensate the lessee
for the enhanced maintenance condition
on redelivery.
When the Group has recorded maintenance intangible assets, the following
subsequent accounting scenarios exist:
(i) the aircraft is returned at lease expiry in
the contractually specified maintenance
condition without any cash payment to
the Group by the lessee, the maintenance
intangible asset is released and an aircraft
improvement is recorded to the extent the
improvement is substantiated and deemed
to meet the Group’s capitalization policy; (ii)
the lessee pays the Group cash compensation at lease expiry in excess of the value
of the maintenance intangible asset, the
maintenance intangible asset is relieved
and any excess is recognized as end of
lease income consistent with the Group’s
existing policy; or (iii) the lessee pays the
Group cash compensation at lease expiry
that is less than the value of the maintenance intangible asset, the cash is applied
to the maintenance intangible asset and
the balance of such asset is relieved and
recorded as an aircraft improvement to the
extent the improvement is substantiated
and meets the Group’s capitalization policy.
Any aircraft improvement will be depreciated in accordance with the Company’s
depreciation policy.
When the Group has recorded maintenance intangible liabilities, the following
subsequent accounting scenarios exist:
(i) the aircraft is returned at lease expiry in
the contractually specified maintenance
condition without any cash payment by
the Group to the lessee, the maintenance
intangible liability is relieved and end of
lease income is recognized; (ii) the Group
pays the lessee cash compensation at
lease expiry of less than the value of the
maintenance intangible liability, the maintenance intangible liability is relieved and any
difference is recognized as end of lease
income; or (iii) the Group pays the lessee
cash compensation at lease expiry in excess of the value of the maintenance right
liability, the maintenance right liability is
relieved and the excess amount is recorded
as an aircraft improvement.
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Lease intangible assets
Lease intangible assets represent the
value of acquired leases where the
contractual rent payments are above the
market lease rate at the date of acquisition.
This asset is recognized at cost based on
discounted cash flows and is amortized
on a straight-line basis over the remaining
term of the related lease and recorded as a
reduction in rental revenue.
Lease intangible liabilities
Lease intangible liabilities represent
the value of acquired leases where the
contractual rent payments are below the
market lease rate at the date of acquisition.
This liability is recognized at cost based on
discounted cash flows and amortized on a
straight-line basis over the remaining term
of the related lease and recorded as an
increase in lease rental income.
Order backlog
Order backlog is initially recognized at cost
which is the fair value at the date of acquisition. Order backlog is capitalized together
with the aircraft when it is delivered.
Customer relationships
Customer relationships are initially
recognized at cost which is the fair value
at the date of acquisition. Customer relationships are depreciated over the expected length of the customer contracts which
have been estimated as 12 years.
Goodwill and impairment
Goodwill is the excess of the cost of an
acquisition over the Group’s share of the
fair value of the identifiable assets and
liabilities acquired.
Goodwill is subject to impairment testing on
an annual basis, at a consistent time each
year, and at any time an impairment indicator is considered to exist. Impairment is determined by comparing the carrying amount
to the estimated recoverable amount.
Receivables from finance leases
A finance lease is recognised when there
is a contractual right to the asset’s cash
flows and derecognised when all contractual rights and obligations expire. Amounts
due from lessees under finance leases
are recorded as receivables at the amount

of the net investment in the leases. The
difference between the gross receivable
and the present value of the receivable is
recognised as unearned finance income.
Progress payments made prior to the
commencement of the primary lease are
included at cost together with the amount
of any interest charged on such payments.
Available-for-sale financial assets
Available-for-sale financial assets are
non-derivative financial assets that are
designated as available-for-sale or are
not classified as any other category of
financial assets. Available-for-sale financial assets comprise estimated values
of approved claims arising from lessee
bankruptcies and restructurings. The fair
value of available-for-sale financial assets
is determined by reference to inputs
that are observable for the asset, either
directly (i.e., as prices) or indirectly (i.e.,
derived from prices). Fair value changes,
other than impairment losses, are recognized in other comprehensive income and
presented in available-for-sale reserve
within equity. When an available-for-sale
financial asset is sold or retained, the gain
or loss accumulated in equity is reclassified to profit or loss and reported as part
of other income.
Assets held for sale
An asset should be accounted for as held
for sale upon entering into a letter of intent
to sell it. Upon determination that the asset
is a held for sale asset, depreciation will
cease to be recorded against the asset
and the asset will be reclassified as held for
sale at the lower of the book value at the
date the transaction is entered into or the
asset’s fair value (sales price) less the cost
to sell the asset.
Cash and cash equivalents
Cash and cash equivalents comprise cash
balances held for the purpose of meeting
short-term cash commitments and
investments which are readily convertible to a known amount of cash and are
subject to an insignificant risk of changes
in value. Cash equivalents have a maturity
of three months or less from the date of
acquisition. Cash equivalents are carried
at amortized cost.
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Restricted cash
Restricted cash comprises cash held by
the Group but which is ring-fenced or used
as security for specific financing arrangements and to which the Group does not
have unfettered access. Restricted cash is
measured at amortized cost.
Loans and borrowings
Loans and borrowings are recognized
initially at fair value, net of transaction
costs incurred. Loans and borrowings are
subsequently stated at amortized cost.
Any difference between the proceeds (net
of transaction costs) and the redemption
value is recognized as profit or loss in the
consolidated statement of profit or loss
and other comprehensive income over the
period of borrowings using the effective
interest rate method. Borrowings are
classified as current liabilities unless the
Group has an unconditional right to defer
settlement of the liability for at least one
year after the reporting date.
Derivate financial instruments
Derivative financial instruments are
measured at fair value. The fair values of
derivative financial instruments are included in other receivables and other payables,
and positive and negative values are offset
only when the Group has the right and the
intention to settle several financial instruments net.
Changes in the fair value of derivative
financial instruments that qualify as a
cash flow hedge and which effectively
hedge changes in the value of the hedged
item are recognized in other comprehensive income and attributed to a separate
reserve in equity.
When a hedged transaction results in gains
or losses, amounts previously recognized in other comprehensive income is
transferred to the same item as the hedged
item when the hedged risk impacts the
statement of profit and loss.
Trade and other payables
Trade and other payables are recognized
initially at fair value and subsequently
measured at amortized cost using the
effective interest method.
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Provisions
Provisions are recognized when the Group
has a present obligation as a result of a
past event, and it is probable that the Group
will be required to settle that obligation.
Provisions are measured at management’s
best estimate of the expenditure required
to settle the obligation at the reporting date
and are discounted to present value where
the effect is material.
Taxes
Tax for the period comprises current
tax and changes in deferred tax for the
year, including changes as a result of a
change in the tax rate. The tax expense
relating to the profit or loss for the period
is recognized in the statement of profit
and loss and the tax expense relating to
items r ecognized in other comprehensive
income is recognized in other compre
hensive income. The Group’s liability for
current tax is calculated using tax rates
that have been enacted or substantively
enacted as of the reporting date.
Deferred tax is recognized on differences
between the carrying amounts of assets
and liabilities in the financial statements
and the corresponding tax bases used in
the computation of taxable profit. Deferred
tax liabilities are generally recognized for
all taxable temporary differences and deferred tax assets are recognized to the extent that it is probable that taxable profits
will be available against which deductible
temporary differences can be utilized.
Deferred tax is calculated at the tax rates
that are expected to apply in the period
when the liability is settled or the asset realized. Deferred tax is charged or credited
to the statement of profit and loss except
when it relates to items charged or credited
directly to equity, in which case the deferred tax effect is recorded to equity.
Business combinations
Business combinations are accounted
for using the acquisition method. The
cost of an acquisition is measured as the
aggregate of the consideration transferred
measured at acquisition date, fair value
and the amount of any non-controlling
interests in the acquire. For each business
combination, the Group elects whether to

measure the non-controlling interests in
the acquirees at fair value or at the proportionate share of the acquirer’s identifiable
net assets. Acquisition-related costs are
expensed as incurred and included in
administrative expenses.
The recognition of the fair value of identified net assets is based on available
information at the acquisition date. In the
event of new information, the recognition
is subject to change within a one-year
measurement period.
Equity-accounted investments
Investments in joint ventures are accounted for using the equity method of
accounting. Under the equity method, the
investment in joint ventures is initially recognized at cost, and the carrying amount
is increased or decreased to recognize
the Group´s share of profit or loss of the
investee after the date of acquisition.
The Group´s investment in joint ventures
includes goodwill identified on acquisition.
When a Group entity transacts with a joint
venture of the Group, profits and losses resulting from the transactions with the joint
ventures are recognized in the Group´s
consolidated financial statements only to
the extent of interests in the joint venture
that are not related to the Group.
Equity
Dividends
Proposed dividends are recognized as a
liability at the date they are adopted by the
directors.
Hedging reserve
The hedging reserve includes the accumulated net change in the fair value of
hedging transactions qualifying for hedge
accounting.
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31 DETERMINATION OF FAIR VALUES
A number of the Group’s accounting
policies and disclosures require the
determination of fair value for 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. Where applicable, further
information about the assumptions made
in determining fair values is disclosed in the
notes specific to that asset or liability.
When measuring fair value of an asset or
a liability, the Group uses market observable data as far as possible. Fair values are
categorized into different levels in 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
included within Level 1 that are observable for the asset or liability, either
directly (i.e., as prices) or indirectly (i.e.,
derived from prices)
• 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 might be
categorized in different levels of the fair
value hierarchy, then the fair value measurement is categorized in its entirety in
the same levels of the fair value hierarchy
as the lowest level input that is significant
to the entire measurement.
The Group recognizes transfers between
levels of the fair value hierarchy at the end
of the reporting period during which the
change has occurred.
Property, plant and equipment
The fair value of property, plant and equipment recognized as a result of a business
combination is based on market values.
The market value of property, plant and
equipment is the estimated amount for
which a property could be exchanged on
the date of valuation between a willing
buyer and a willing seller in an arm’s length
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transaction after proper marketing wherein
the parties had each acted knowledgeably,
prudently and without compulsion. The
Group uses independent, professional
valuations as an estimate of the fair value
of aircraft.
Assets held for sale
The fair value of assets held for sale is
based on the contracted amount of the
underlying asset.
Assets available for sale
The fair value of assets available for sale is
based on management judgment and estimation related to what the asset or claim
can be sold for in the market.
Loans and borrowings
The fair value of loans and borrowings is
estimated as the present value of future
cash outflows discounted at market rates
of similar credit quality.
Derivatives – interest rate swaps
Interest rate swaps and interest rate cap
contracts held by the Group are designated as financial instruments through profit
and loss and measured at fair value. Fair
value is based on broker quotes, which are
tested for reasonableness by discounting
estimated future cash flows based on the
terms and maturity of each contract and
using market interest rates for a similar
instrument at the measurement date.
Cash and cash resources
The carrying amount approximates to fair
value due to the short-term nature of these
instruments. Cash and cash resources
comprise restricted, unrestricted cash and
short term investments.
Finance lease receivables
The fair value of finance lease receivables
is estimated by reference to lease market
rates provided by external parties.
Trade and other receivables
The fair value of trade and other receivables
is estimated as the present value of future
cash flows and is discounted at the market
rate of interest when the impact is material.
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32 APPROVAL OF FINANCIAL STATEMENTS
These Financial Statements were approved by the Board of Directors on 21 September 2017.
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