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AIRASIA BERHAD

(Incorporated in Malaysia)

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

INVESTMENT IN A JOINTLY CONTROLLED ENTITY

Giroup
2009 2008
RM'000 RMQ00
Represented by:
Unguoted investment, at cost 12,054 12,054
Group's share of post acquisition reserves (12,054) {12,054)
The details of the jointly contralied entfly are as follows:
Country of Group’s effective
Name incorporation equity interest Principal activities
2008 2008
% %o
Held by AAIL
Thai AtrAsia Co. Lid  Thailand 48.9 48.9 Aerial fransport of
{(*Thai AirAsia™} persons, things and posts

The Group's share of the results of the jointly controlled entity, which has not been equity
accounted for, is as follows:

2009 2008

RWM'0D00 RM'QQ0

456,505 439,317

Revenue
(496,065) (604,817}

Expenses

Loss before taxation

(39,580} (165,500)
Taxation - -

Net loss for the financial year (39,560) {165,500)

The Group’s share of assets and liabilities of the jointly controlled entity is as follows:

2009 2008
RM'000 RM'000

Non-current assets 14,112 29,180
89,028 53,581

Current assets

Current liabilities {(355,087) (295,158)

Share of net liabilities of the jointly controlled entity (251,957) (212,397)
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AIRASIA BERHAD

{incorporated in Malaysia}

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

INVESTMENT IN A JOINTLY CONTROLLED ENTITY (CONTINUED)

The Group discontinued recognition of its share of further iosses made by Thai AirAsia as the
Group’s interest in the jointly controlled entity has been reduced to zero and the Group has not
incurred any abligations or guaranteed any obligations in respect of the jointly controlled antity. As
at 31 December 2008, the unrecognised amount of the Group's share of losses of Thai AirAsia
which has not been equity accounted for amounted to RM240.6 million {2008: RM201.0 million).

INVESTMENT IN ASSOCIATES

Group Company
2009 2008 2009 2008
RM'000 RM'000 RM'O00 RBRM'000
Unquoted investment, at cost 4141 4,141 29 29
Group’s share of post acquisition losses (4,112) (4,112) - -
29 29 20 29
The detalils of the associates are as foliows:
Country of Group’s effective
Name incorporation equity interest  Principal activifies
2009 2008
% %
AirAsia Philippines Inc Philippines 392.9 39.8  Providing air transportation
Services, currently dormant
AirAsia Pte Lid ("AAPL™) Singapore 489 48,9  Dormant
Asian Gontact Centres Malaysia - ~ BC.o - Providing end-ic-end solutions
Sdn. Bhd. for customers contact
management and contact centre
Held by AAIL
PT Indonesia AirAsia (‘1AA”) Indonesia 48.9 48.9  Commercial air transport
service
AirAsia Go Holiday Co. Ltd  Thailand 49,0 49.0  Tour cperating business,
currently dormant
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AIRASIA BERHAD
{incorporated in Malaysia)

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

INVESTMENT IN ASSOCIATES (CONTINUED)

The Group’s share of the results of associates, which has not been equity accounted for, Is as
foliows:

2008 2008

RM'000 BM000

Revenue 308,204 235,813
Expenses {356,293) (357,480Q)
Loss before taxation (48,089) (121,667)

Taxation - -
Net loss for the financial year {48,089) (121,687)

The Group’s share of assets and liabllities of the associates is as follows:

2009 2008

BMO00 KRM'000

Non-curraént assels 16,570 9,204
Current asseis 63,342 31,399
Current [iabilities (260,582) (173,184)
Non-current liabilities (31,526) (31,526)
Share of net liabifities of associates (212,196) (164,107)

The Group discontinued recognition of its share of further losses made by Thai Crunch Time and
IAA as the Group's interest in these associates has been reduced to zero and the Group has not
incurred any obligations or guaranteed any obligations in respect of the associates. As af 31
December 2009, the unrecognised amount of the Group’s share of losses of Thai Crunch Time
and IAA which has not been equity accounted for amounted to BMO0.1 miliion (2008: RMO.1 rnillion)
and RM234.0 million {2008: RM185.8 milfion) respectively.
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AIRASIA BERHAD
(Incorporated in Malaysia)

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

)

OTHER INVESTMENTS

Group and Company

2009 2008
RM'000 RM'060

Non-current;

Recreational golf club membership 37 48
Investment in AirAsia X Sdn Bhd (“AAX") 26,667 26,667
26,704 26,715

During the financial period ended 31 December 2007, the Company subscribed for 26,666,667
redeemable convertible preference shares Series 4 ("RCPS") of RM1.00 each at par in AirAsia X

Sdn Bhd.

GOODWILL

Giroup
RM'000

Soctinet bogh valia
At 31 December 2008/31 BDecember 2000 8,738

The Group undertakes an annual test for impairment of its goodwill. The carrying amount of
goodwill is allocated to the Group's cash generating untt, i.e. primarily the investment in a
subsidiary, AAIL. No impairment loss was required for the carrying amount of goodwill assessed
as at 31 December 2009 as the recoverable amount is in excess of the carrying amount.

Key assumptions used in the valug-in-use calculations

The recoverable amount of the cash-generating unit including goodwill is determined based on the
vaiue-in-use calculation. This value-in-use calculation applies a discounted cash flow model using
cash flow projections covering a five-year period for the subsidiary’s business operations. The
projections reflect the subsidiary’s expectation of revenue growth, operating costs and margins of
its investment based on past experience and current assessment of market share, expectation of

For purposes of the vajue-in-use caleulation, a discount rate of 10% pet annum has been applied.
The discount rate reflects an independent market rate applicable to the operations of the cash

generating unit,

impact of possible change in key agsumptions

Sensitivity analysis shows that no impairment loss is required for the carrying amount of goodwill,
including where realistic variations are applied to key assumptions.
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NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2008 (CONTINUED)

DEFERRED TAXATION

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off
current tax assets against current tax lfabilities and when deferred taxes relate to the same tax
authority. The following amounts, determined after appropriaie offseiting, are shown in the balance

sheet:

Deferred tax assels

Group and Company

2009
RM'000

751,274

2008
RM'000

858,109

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

financial year are as follows:

At start of year

{Charged)/credited to income statemnent (Note 9)

- Property, plant and equipment
- Tax incentives

- Tax losses

- Provisions

At end of year

Deferred tax assets {before offsetting)
Tax incentives

Tax losses

Provisions

Offsatting

Deferred tax assets (after offsetting)
Deferred tax liabilities (before offsetting)
Property, plant and equipment
Ctfsetting

Deferred tax liahiiities (after ofisetting}

Group and Company

2009 2008
RM000 RWM000
856,108 479,705
(58,874) 101,839

16,746 212,225
(24,779) 24,412
(37,828) 37,928

(104,835) 376,404
751,274 856,109
825,897 809,151
9,171 33,950

- 37,828
835,068 881,029

(83,794) (24,920)
751,274 856,109
(83,754) (24,920)

83,704 24,920
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AIRASIA BERHAD

(Incorporated in Malaysia)

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

DEFERRED TAXATION (CONTINUED)

As disclosed in Note 3 to the financial statements in respect of critical accounting estimates and
judgments, the deferred tax assets are recognized on the basis of the Company's previous history
of recording profits, anid to the extent that it is probable that future taxable profits will be available
against which temporary diffierences can be utilised. Estimating the future taxabie profits involves
significant assumpiions, especially in respect of fares, load factor, fuel price, maintenance costs
and currency movements. These assumptions have been built based an past performance and
adjusted for non-recurring circumstances and a reasonabie growth rate.

The Ministry of Finance has previously granted approval to the Company under Section 127 of
Income Tax Act, 1967 for income tax exemption in the form of an Investment Allowance {“IA”") of
80% on qualifying expenditure incurred within a period of 5 years commencing 1 July 2004 to 30
June 2009, to be set off against 70% of statutory income for each year of assessment. Any
unutilised allowance can be carried forward to subsequent years until fully uiilised, The amount of
income exampted from tax is credited to a tax-exempt account from which tax-exempt dividends
can be declared, The exemption expired in the current financial year and the Company is in the
process of applying for an extension of the IA.

RECENARLES AND PREDAVMIONTS

Group Company
2008 2008 2009 2008
RM000 RM000 RWPOOD RM 000
Noh-current;
Long term prepayments 23,593 24,258 23,583 24 258
Current:
Trade recelvables 70,520 47,952 70,530 47,374
Less: Allowance for doubtful debts (1,894) (1,994) (1,994) (1,804)
68,526 45,958 68,536 45,380
Other receivables 114,161 135,141 113,870 134,327
Less: Allowanice for doubtful debts (1,072 (1,072) {(1,072) (1,072)

113,088 134,069 112,798 133,255

Prepaymenis 250,937 107,735 250,408 107,671
Deposits 288,470 401,619 287,866 401,170

721,082 689,381 719,608 687,476
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AIRASIA BERHAD
{Incorporated in Malaysia)

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

RECEIVABLES AND PREPAYMENTS (CONTINUED)

The currency exposure profile of receivables and deposits (excluding prepayments) is as follows:

Group Company

2009 2008 2009 2008

RM000 RM*000 RM'000 RNM000

BM 118,805 122,918 117,920 121,013
UsD 343,374 458,643 343,374 458,707
Others 7,808 85 7,906 85
470,085 581,646 469,200 579,805

Included in long term prepayments is prepaid lease rental. The prepaid lease rental is charged io
the income statement over the term of the lease of the low cost carrier terminal building.

included in deposits are cash collateral for derivatives and deposits to lessors for maintenance of
aireraft amounting o RM192.8million (2008: RM364.8 million) for the Group and Company.

AMOUNT BUE FROM A JOINTLY CONTROLLED ENTITY

The amount due from Thai AirAsia Co. Lid, the jointly controlled entity, is denominated in U3
Dollar, unsecured, interest free and has no fixed terms of repayment, except for an amount of
RiM171,885,000 (2008:RM Nil} which is repayabls after 12 months.

Subsequent fe the financial year end, the amount due from a jointly controlled entity would be
charged an interest rate equivalert tc the Company’s borrowing rate.

The analysis of the mavements in the amount due from a jointly conirolied entity for the financial
year ended 31 Becember 2009 is as follows:

rou
2065
RM'000

]

309,683
385,238
{312,459)

(16,074)

Balance as at 1 January

Recharges and other expenses
Recsipts and setilements

Foreign exchange loss on translation

Balance as at 31 December 366,388

48




20

21

Company No.
284669 | W

AIRASIA BERHAD

(Incorporated in Malaysia)

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

AMOUNTS DUE FROM/(TO) ASSOCIATES

The arnounts due from/(to) associates are unsecured, interest free and have no fixed terms of
repayment, except for an amount of RM258,037,000 (2008:RM Nil) which is repayable after 12

months.

Subsequent to the financial year end, the amount due from associates would be charged an
interest rate equivalent to the Company's borrowing rate.

The analysis of the movements in the amounts due from agsociates for the financial year ended 31
December 2009 is as follows;
Group

200
RM'000

o

387,647
490,403
(404,639)

(16,444)

Balance as at 1 January

Recharges and other expenses
Receipts and setilemenis

Foreign exchange loss on translation

Balance as at 31 December 45R, 087

The currency exposure profile of the amounts due from/(io) associates is as foilows:

Group and Company

2008 2008
RM'0GO RM'000

Amounts due from associates
- UsD 445776 378,526

- Philippine Peso (*PHP") 11,191 9,121

456,867 387,647

Amount due to an associate

- Singapore Dollar (*SGD") {3,382) {4,359)
INVENTORIES

£aroup Company

2009 2008 2009 2008

RM'000 BMPODO RM000 BMO00

Spares and consumables 18,050 17,622 18,050 17,622

In flight merchandise and others 2,814 3,062 2,266 2,515

20,864 20,684 20,316 20,137
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NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2009 (CONTINUED}

AMOUNTS DUE FROM SURSIDIARIES AND A RELATED COMPANY

The amounts due from subsidiaries are unsecured, interest free and have no fixed terms cf

repayment.

The amount due from a related company is denominated in Ringgit Malaysia, unsectred, interest

free and has no fixed terms of repayment.

CASH AND CASH EQUIVALENTS

Cash and bank balances

Deposits with licensed banks
Short-term depaosits with fund

management companies

Deposits, cash and bank balances
Deposits pledged as securities

The currency exposure profile of deposits, cash and bank balances is as follows:

RBRM

uspo

SGD

Chinese Yuan {"CNY")
Thai Baht ("THE")

Brunei Dollar {(“BND")
indonesian Rupiah (“IDR")
Hong Kong Daltar (“HKD”)
EURO

Others

Group Company

2008 2008 2009 2008 -
RM'Q00 BN'000 BMO0O RMCO0
254,207 72,625 253,240 73,309
391,478 81,137 391,478 81,137
100,627 - 100,627 -
746,312 153,762 745,345 154,446

(27,847) (32,959) (27,847) (32,959)
718,465 120,803 717,498 121,487
Graup Company,
2009 2008 2009 2008
RM'000 BRM'000 RM'000 RM'000
526,688 78,392 525,721 79,083
124,107 58,787 121,107 59,787
37,246 5,651 37,246 5,651
21,143 3,467 21,143 3,467
20,591 79 20,591 78
8,047 1,498 8,047 1,498
1,785 1,744 1,785 1,744
1,843 217 1,843 217
778 10 778 10
7,084 3,010 7,084 3,010
746,312 153,762 745,345 154,448

The deposits with licensed banks are pledged as security for banking fagilities grantad fo the

Company.
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NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMRBER 2009 (CONTINUED)

CASH AND CASH EQUIVALENTS (CONTINUED)

The weighted average sffective interest rates of deposits at the balance sheet dates are as

follows:

Deposits with licensed banks

Short-term deposits with fund
management companies

TRADE AND OTHER PAYABLES

Trade payables

Accrual for fuel

Aircraft maintenance accruals
Other payables and accruals

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

RM
ushD
Others

Group Company

2009 2008 2009 2008

% % % %

2.95 a.e7 2,85 3.27
2,54 - 2.54 -
Group Company

20098 2008 2008 2008
RM'000 BM000 RM'000 RMG00
90,433 108,108 81,545 104,646
114,660 57,839 114,880 57,938
261,448 190,520 261,448 199,520
436,449 408,682 404,794 408,682
872,890 774,250 861,847 770,787
Group Comparny

2009 2008 2009 2008
RM'000 RM000 RM'000 RM’000
817,010 553,512 805,867 550,049
44,415 218,009 44415 219,008
11,565 1,729 11,865 1,729
872,990 774,250 861,847 770,787
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NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2009 (CONTINUED)

PROVISION FOR LOSS ON UNWINDING OF DERIVATIVES

As disclosed in the summary of significant accounting policies, the Group enters into interest rate
swap contracts fo protect the Group against upward movements in interest rates. Payments
relating to these periodic cash sattled contracts are recognised as a component of intersst income
or expense over the period of the contracts. Gains and losses on early termination of interest rate
swaps are taken to the income statement.

During the previcus financial year ended 31 December 2008, the Company had terminated &
number of its interest rate swap contracts in view of the sharp decline in both short-term and long-
term interest rates. However, in view of continuing uncertainties in the giobal economy, the Group
had evaluated and made arrangements to further terminate some of Its swap positions. A provision
has been recognised at the end of the previous financial year for the expected amount of loss on
the termination in respect of these coniracts.

Subsequent to the previous financial year end, the Group terminated the said swap confracts and
the provision for loss on unwinding of detivatives was substantially utilised.

The movements during the financial year in the amount recognised in the financial statements are
as follows:

Groub and Company

2008 2008

RM'000 AM'00C

At 1 January 151,713 -
Charged fo income staiement - 151,713
Utilised during the financial year {151,718) -
At 81 December - 151,713

AMOUNTS DUE TO SUBSIDIARIES AND A RELATED COMPANY

The amounts due to subsidiaries and a related company are denominated in Ringgit Malaysia,
unsecured, interest free and have no fixed terms of repayment.

53




27

Company No.
2B4669 | W

AIRASIA BERHAD
(Incorporated in Malaysia)

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

HIRE-PURCHASE PAYABLES

This represents jfuture instalments under hire-purchase agreements, repayable as follows:

Group and Company

2009 2008
RM'000 RM'000

Minimum paymenis:

- Not later than 1 year ' 66 20
- Later than 1 year and ot later than 5 years 18 84
85 174
Less: Future finance charges (13) (25}
Present value of liabilities 72 149
Present value of liabilities:
- Not later than 1 year 56 77
- Later than 1 vear and not
later than 5 years 16 72
72 148

Finance lease liabilities are effectively secured as the rights to the leased assets revert fo the
lessors in the event of default.

As at 31 Deceinber 2008, the effective interest rate applicable to the fease fiabilities was 3.46%
(2008: 3.33%) per annum for the Group and Company. The entire balance Is denominated in

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

Group and Company

BORROWINGS
Weighted
average
rate of
finance
%
Current:
Term loans 4.15
Revolving credit facilities 410
Finance |lease liabilities 5.48
Commodity Murabaha Finance 3.29
Non-current;
Term loans 415
Finance iease liabilities E.48
Coemmeodity Murabaha Finance 3.99
Sukuk 4.85

Total borrowings

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

Not later than 1 year
Later than 1 year and not later than 5 years
Later than & years

The currency exposure profile of borrowings is as follows:
RM

ush
EURO

55

2009 2008
RM'000 RM'0C0
428,575 432,570

48,000 46,995
53,877 51,224
8,760 8,145
540,212 538,934
5,507,796 4,430,364
1,031,313 1,098,318
108,587 117,942
420,000 420,000
7,067,698 6,067,625
7,607,908 6,606,659

Group and Gompany

2008 2008
RM000 RM'000
540,212 538,034
2,557,423 2,063,281
4,510,273 4,014,344
7,607,908 6,606,552
585,347 583,081
8,972,039 5,865,631
50,522 147,847
7,607,908

6,606,550
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NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2009 (CONTINUED)

BORROWINGS (CONTINUED)

The above term loans, finance lease liabiiities (ljarah} and Commodity Murabaha Finance are for
the purchase of A320-200 aircraft, spare engines and simulators.

The repayment terms of term loans and finance lease liabilities ars on a quarterly or semi-annually
basis. These are secured by the foliowing:

{a) Assignment of rights under contract with Airbus over each aircraft

[{s)] Assignment of insurance of each aircraft

(c) Assignment of airframe and engine warranties of each aircraft

The Commodity Murabaha Finance is secured by a second priority charge over the aircrait,

The purpose of the Sukuk is to fund the Company's capital expenditure and working capital. The
Sukuk is securad by the iollowing:

{i) An unconditional and irrevocable bank guarantes provided by financial institutions, and;

(i) An assignment over the proceeds of the ljarah Service Reserve Account opened by the
Company pursuant to the exercise.

SHARE CAPITAL
Group and Company
2008 2008
BM0Q0 RM'000
Authorised:
Ordinary shares of RM0.10 each;
At beginning and end of the financial year 500,000 500,000
Issued and fuily paid up:;
Ordinary shares of RM0.10 each:
At beginning of the financial year 237,421 237,154
38,353 267

Issued during the financial year

At end of the financial year 275,774 237,421

During the financial year, the Company increased its issued and paid-up ordinary share capital
from RM237,420,958 to RM275,774,458 by way of issuance of 380,000,000 ordinary shares of
RM0.10 each pursuant to the sale of shares at RM1.33 per share by way of book-buiiding and
issuance of 3,635,000 ordinary shares of RM0.10 each pursuant o the exercise of the Employes
Share Option Scheme (“ESOS") at an exercise price of BM1.08 per share. The premium arising
from the book-building and exsrcise of ESOS of RM467,400,000 and RM3,464,300 respectively

has been credited to the Share Premium account.
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NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2008 (CONTINUED)

SHARE CAPITAL {CONTINUED)

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

capital of the Company during the financial year.
EMPLOYEE SHARE OPTION SCHEME (‘ESOS”)

The Compary implemented an ESOS on 1 September 2004, The ESOS is governed by the by-
laws which were approved by the shareholders on 7 June 2004 and is effective for & period of &
years from the date of approval.

The main features of the ESOS are as follows:

(a) The maximum number of ordinary shares, which may be aliotted pursuant to the exercise
of options under the Scheme, shall not exceed ten per cent (10.0%) of the issued and
paid-up share capital of the Gompany at any point in time during the duration of the

Scheme.

{b) The Option Committee may from time to time decide the conditions of efigibility to be
fulfilled by an Eligible Person in order to participate in the Scherne.

{c) The aggregate number of shares 1o be offered to any Eligible Person wha has fulfiled the
eligibility criteria for the time being by way of options in accordance with the Schems shall
be ai the discretion of the Option Gommittee. The Option Committee may consider
sircumstances such as the Efigible Person’s scope of responsibilities, performance in the
Group, rank or job grade, the number of years of setvice that the Eligible Person has
renderad to the Group, the Group's retention policy and whether the Eligible Person is
‘serving under an employrent contract for a fixed duration or otherwise. The Option
Committee’s decision shall be final and binding.

{d) The maximum number of shares allocated to Executive Directors, Non-Execuiive Directors
and senior managemerit by way of options shall in aggregate not exceed fifty per cent
(50.0%) of the total number of shares (or such other percentage as may be permitted by
the relevant regulaiory authorities from time to time} available under the Scheme.

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

{f) The options granted are exercisable one year beginning from the date of grant.

The shares to be allotted and issued upon any valid exercise of options will, upon such allotment
and issuance, rank pari passu in alil respects with the existing and issued shares except that such
shares so issued will not be entitled to any dividends, rights, allotments andfor any ather
distributions which may be declared, made or paid to shareholders prior to the date of allotment of
such shares. The options shall not carry any right to vote at & general meeting of the Company.

The Company granted 93,240,000 options atan exercise price of BM1.08 per share under the
ESOS scheme on 1 September 2004, which expired on 6 June 2008. During the financial year, the
validity of this ESOS scheme was exiendad to 6 June 2014,

At 31 December 2008, options o subscribe for 26,460,900 (2008: 31,528,900) ordinary shares of
RM0.10 each at the exercise price of RM1,08 per share remain unexercised. These options
granted do not confer any right to participate in any share issue of any ather company.
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NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2009 (CONTINUED)

SHARE CAPITAL (CONTINUED)
EMPLOYEE SHARE OPTION SCHEME ("ESOS”) (continued)

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

Exercise

Bxpiry price At At

Grant date date RM/share 1.1.2009 Granted Exercised Lapsed 21.12.2009
‘000 ‘000 ‘000 ‘000 ‘000

15ept2004 6June 2014 1.08 31,529 - {3,535) (1,533 26,461
2008 2008

‘000 '000

Number of share options vested at balance sheet date 26,461 31.529

Details relating to options exercised during the financial year are as follows:

Quoted price

of shares Number

at share Exercise of shares

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

April 2008 to June 2008 0.97-1.35 1.08 1,389
August 2009 to September 2009 1.74-1.45 1.08 1,718
October 2008 to December 2000 1.28-1.39 1.08 - 427
3,535

2009 2008

RM'OCO RM000

Ordinary share capital at par 353 267
Share premium 3,464 28615
Proceeds received on exercise of share options 3,817 2,882
Fair value at exercise date of shares issued 4,580 3,918
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NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2009 (CONTINUED)

RETAINED EARNINGS

Under the single-tier tax system introduced by the Finance Act, 2007 which came into effect from
the year of assessment 2008, companies are not required to have tax credits under Section 108 of
the Income Tax Act 1967 for dividend paymernit purposes. Dividends paid under this system are

tax exempt in the hands of shareholders.

Companies with Section 108 credits as at 31 December 2008 may continue to pay franked
dividends urtil the Section 108 credits are exhausted or 31 December 2013, whichever is earlier,
uniess they opt to disregard the Section 108 credits to pay single-tier dividends under the special
fransitional provisions of the Finance Act, 2007.

As at 31 December 2008, the Company has sufficient Section 108 tax credits to pay approximately
RM19.0 million (2008: RM19.0 million} of its retained earnings of the Company as franked
dividends. The extent of the retained earnings not covered at that daie amounted o BRM1,125.7
miliion {(2008: RMB23.7 milllion). The tax credits under Section 108(6) of the Act are subject to the

agreement by the inland Revenue Board.

In addition, the Comnpany has tax exempt income as at 31 December 2008 amounting to
approximately RMC.5 million {2008: RMO.5 million) available for distribution as tax exemnpt
dividends to shareholders. This tax exempt income is subject to the agreement by the Inland

Revenue Board.

COMMITMENTS
{(a) Capital commitrnents not provided for in the financial statements are as follows:
Group and Company
2009 2008
AM'D00 RWM000

Property, plant and equipment:
Appraved and contracted for
Approved but not contracted for 8,492,282

24,727,041 26,266,083

16,234,759 17,684,838
8,581,247

Property, plant and equipment:
Share of a jointly controlled entity’s capital commitments 10,805 3,365

Share of an associate’s capital commitments 8,505 4,754

The capital commitments for the Group and Company are in respect of aircraft purchase
and options to purchase aircraft.
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NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2009 (CONTINUED)

COMMITMENTS (CONTINUED)

{b) Non-cancellable operating leases

The future minimum lease payments and sublease receipts under non-cancellable

operating leases are as follows:

Group and Company

2008 2008

Future Future Future Future

rminimum minimum rminimum mirimum

lease sublease lease sublease

paymenis receipts payments receipts

RMO00 RM'000 Barfoco RMO00

Not later than 1 year 100,389 380,835 55,355 258,350
Later than 1 year and

not later than & years 203,491 640,280 100,629 500,251

Later than 5 years 260,486 - - -

504,365 851,115 105,864 F59.60

¥

Sublease receipts include lease receipts from both owned and leased aircraft.

CONTINGENT LIABILITIES

Thai AlrAsia Co, Ltd ("TAA"), a jointly conirolled entity of the Group, has contingent liabilities

relating to guarantees issued by banks in respect of the company's pilot trainees loans in

accordance with the pilot professional course amounting to RM5.0 million (31.12.2008: RM5.0
million) which will be terminated when the student pilot eamns a commercial pilot license and is
assigned as co-pllot, or whenever the pilot trainee can completely settle all outstanding debt with
the bank. However, TAA can fully reclaim the said liabiliies from the pilot trainees’ guarantors as

the guarantees have been pledged with TAA.

SEGMENTAL INFORMATION

Segmental information is not presented as there are no significant business segments other than
the provision of air transporiation setvices. The Group's operations are conducted pradominantly

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

SIGNIFICANT RELATED PARTY TRANSACTIONS

The related party transactions of the Company comprise mainly transactions between the Company
and its subsidiaries, jointly contralled entity and associates. Details of these refated companies are
shown in Notes 12, 13 and 14 to the financial statements.

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

Key management personnel are cate
divisions within the Group and Compa

34{e} below.

Related pa
controlled o

(a)

(b)

Income:

Aircraft operating lease income
for owned and leased aeircraft
- Thal AirAsia
- Indonesia AirAsia

Services charged 1o AirAsia X
Sdn Bhd, a company with
common Directors and
shareholders

Recharges:

Maintenance and overhaul
charges
- Thai AirAsia
- Indonasia AirAsia

Loss on unwinding of derivatives

- Thai AirAsia
- Indonesia AirAsia

rty transactions also include transaction with entities that are controlied, jointly
r significantly influenced directly or indirectly by any key management personnel or
their ciose family members, where applicable.

gorised as head or senior management officers of key operating
ny. The key management cornpensation is disclosed in Note

Group Company

2009 2008 2009 2008
BM'000 RM'000 RMO00 RM000
175,035 122,935 175,035 122,935
145,297 56,350 145,297 56,350
57,028 16,811 57,028 16,811
27,808 51,102 27,809 54,102
26,805 43,865 26,895 43,865
43,414 221,724 43,414 211,724
46,330 208,707 46,330 208,707
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34 SIGNIFICANT RELATED PARTY TRANSACTIONS (CONTINUED)

(c)

(d)

(e)

Receivables:

- AirAsia Mauritivs

- AirAsia Internationai Limited
- Thai AirAsia

- Indonesia AlrAsia

- AjrAsia Philippines

- AirAsia X Sdn Bhd

Pavabies:

- AirAsia Go Holiday Sdn Bhd

- Crunchtime Culinary Services
Sdn Bhd

- AirAsia Pie Limited

- AirAsiz X Sdn Bhd

Key management compensation

- basic salaries, bonus and
allowances
- defined contribution plan

Group Company

2009 2008 2009 2008
RM'C00 RM'000 RM’000 RM’0G0
- - 194,503 188,502

- - 3,123 3,112
366,388 309,683 171,885 120,181
445,776 878,526 445,776 378,526
11,191 9,121 11,191 9,121
3,303 - 3,303 -

- 27,922 16,888

- - i, 133 1,138

3,382 4,359 3,382 4,358

- 3,634 - 3,634

13,617 10,155 13,617 10,1565
1,455 1,218 1,455 1,219
15,072 11,374 15,072 11,874

included in the key management compensaiion are Executive Diractors’ remunetation as

disciosed in Note 5.
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NOTES TO THE FINANGIAL STATEMENTS - 31 DECEMBER 2008 (CONTINUED)

FINANCIAL RISK MANAGEMENT POLICIES

The Group’s financial risk management policy seeks o ensure that the financial resourcas that are
available for the development of the Group's businesses are constantly monitored and managed
vis-a-vis its ongoing exposure to fuel price, interest rate, foreign currency, credit, liquidity and cash
flow risks. The Group operates within defined guidsiines that are approved and reviewed
periodicaly by the Board to minimise the effects of such volatility on its financial performance.

The policies in respect of the major areas of treasury activities are as follows:
{a) Fuel price risk

The Group is exposed 1o jet fuel price risk arising from the fluctuations in the prices of jet
fuel. It seeks to hedge its fuel requirsments and implements varicus fuei management
strategies in order tc address the risk of rising fuel prices.

(b} Interast rate risk

In view of the substartial borrowings taken to finance the acquisition of aircraft, the
Group’s income and operating cash flows are also influenced by changes in market
interest rates. Interest rate exposure arises from the Group's borrowings and deposits and
is managed by maintaining a prudent mix of fixed and floating rate debt and derivative
financial instruments. Derivative financial insiruments are used, as far as possible and
where appropriate, to generate the desired fixed interest rate profile. Surplus funds are
placed with reputable financial institutions at the most favourable interest raies.

The Group had previcusly entered into a number of immediate and forward starting interest
rate swap contracts and cross currency swap contracts that effectively converted its
existing and future long-term floating rate debt facilities into fixed rate debts. However,
loans of approximately 2.7% of ictal long term debt are not currently covered by such
swaps and have therefore remained at floating rates linked io the London Inter Bank Offer
Rate (“LIBOR").

During the financial year, the Company has terminated a number of its interest raie swap
contracts in view of the sharp decline in both shart-term and long-term interest rates.

At the same time, the Group has re-entered into new hedges via inierest rate swaps and
interest rate caps at lower rates. Some of the Interest rate swaps have been embedded
into the relevant aircraft loans to provide fixed rate facifities.

The remaining terms of the outstanding interest rate derivative contracts of the Company
at 31 December 2009, which are denominated in US Dollars, are as follows:

2009 2008
RM'GCO RM’000
equivalent  eguivalent
Later than 5 years:

Interest rate caps 768,188 -
Interest rate swaps 3,409,159 5,205,199
Cross currency interest rate swaps 213,413 245,939

4,390,760 5,451,138
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NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2009 (CONTINUED)

FINANCIAL RISK MANAGEMENT POLICIES (CONTINUED)

(c)

()

(e)

Foreign currency risk

The Group has subsidiaties and associates operating in foreigh countries which generate
revenue and incur costs denominated in foreign currencies. The main CUITENCY BXpOoSUres
of the Group and Company are primarily in USD, Thai Baht and Indonesian Ruptah. The
Group has a natural hedge to the extent that payments for foreign currency payables are
matched against receivables denominated in the same foreign currency or whenever
possible by intragroup arangements and settlements.

The Company enters into forward foreign currency exchange contracts to limit its exposure
on foreigh currency receivables and payables. At 31 December 2008, the setilement
dates on open forward contracts are in accordance with the loan instalment repayment
dates. The foreign currency amounts to be received and contraciuai exchange rates of
the Company’s outstanding coniracts were as follows:

Notional
Currency Currency amount
to be o be RMG00  Contractual
Hedao item isceivall paid gquivaisni  rate
As at 31 December 2009 UspD MYR 4,467,600  3.000-3.369
As at 31 December 2008 Usp MYR 4,179,010  3.000-3.369

The net unrecognised and unrealised gains at 31 December 2009 on Gpen coniracts
which hedge future payments on term loans amounted to RM81.99 million (2008:
unrecognised and unrealised losses RM78.9 million). The full extent of crystalfisation of
any favourable or unfavourable variances can only be ascertained upon realisation of each
seftlement over the period of the long-term hedge contracts.

Credit risk

The Group’s exposure to credit risks or the risk of counterparties defaulting arises mainly
from various deposits and bank balances, receivables and derivative financial instruments.
The maximum exposure to credit risks is represented by the total carrying amount of these
financial assets in the balance sheet.

Credit risks are controlled by the application of ¢redit approvals, limits and monitaring
procedures. Credit risks are minimised by monitoring receivables reguiarly. In addition,
credit risks are also controlled as the majority of the Group’s depesits and bank balances
and derivative financial instruments are placed or fransacted with major financial
institutions and reputabie parties. The Directors are of the view that the possibility of non-
performance by the majority of these financial institutions is remate on the basis of their
financial strength and support of their respective governments,

The Group generally has no concentration of credit risk arising from trade receivables.

Liquidity and cash flow risks

The Group’s policy on liquidity risk management is to maintain sufficient cash and to have
avallable funding through adequate amounts of committed cradit facilities and credit [ines

for working capital requirements.
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NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2009 (CONTINUED)

FAIR VALUES OF FINANCIAL INSTRUMENTS FOR DISCLOSURE PURPOSES

On balance shest financial instruments

The fair value of a financial instrument is assumed to be the amount at which the instrument could
be exchanged or settied between knowledgeable and willing parties in an arm’s length transaction.

Quoted market prices, when available, are used as a maasure of fair values. However, far &
significant portion of the Group’s and Company's financial instruments, quoted market prices do
not exist. For such financial instruments, fair values presented are estimates derived using the net
present value or other valuation techniques. These techniques involve uncertainties and are
significantly affected by the assumptions used and judgements made regarding risk characteristics
of various financial instrurments, discount rates, estimates of future cash flows and other factors,
Changes in assumptions could significantly affect these estimates and the resulting fair vaiues.

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

2008 2008
Carrying Carrying
amount Fair value arnount Fair value
RM'O00 RM'000 RW 000 RM'000
Group and Company
Amount due from a jointly controlled
entity (non-current portion) 171,885 162,370 - -
Amount due from an associate
(non-current portion) 253,037 240,988 - -
Borrowings (non-current portion) 7,067,696 5,459,275 6,067,625 4,410,843
Hire-purchase payables
(non-current portion) 16 18 72 69
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NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2009 (CONTINUED)

FAIR VALUES OF FINANCIAL INSTRUMENTS FOR DISCLOSURE PURPOSES (CONTINUED)

Detivative financgial instruments

The fair value of derivative financial instruments as at the balance sheet date is as follows:

Fuel derivative contragis

Maturity period Barrels Fair value

. RM'Co0
Group and Company
2009
Fuel option contracts 1.1.2010 -~ 30.6.2010 750,000 71
Fuel swap contracts 1.1.2010 — 81.3.2010 150,000 1,877
2008
Fuel option coniracts 112008 3082010 11,430,000 (37,663)
Other derivatives
2009 2008
Notional Notional
amount Fair value amount Fair value
RM0G0 RM000 AM'000 BM'000
aquivaient equivalent
Interest rate caps 768,188 14,370 - -
Interest rate swaps 3,408,189 (275,923) 5,205,199 (844,7886)
Cross currency interest rate swaps 213,418 12,018 245,939 (6,419)
Foreign currency forward contracts 4,467,600 81,990 4,719,010 (78.953)

The fair value of interest rate ceps and interest rate swaps are calculated as the present value of
the estimated future cash flows discounted at prevailing rates. The fair value of foreign exchange
forward and fuel option contracts are determined using forward exchange rates or prices based on
the relevant forward price curve on the balance sheet date. In assessing the fair value of the
derivatives and financial instruments, the Group makes assumptions that are based on market
conditions existing at each balance sheet date, These instruments are hot recegnised in the
financial statements on inception, However, any gain or loss arising from each underlying
transaction or settlement of the relevant contracts governing those underlying transactions or
settlements are measured and recognised in the financial statements based on the current market

rates at that date,
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NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2009 (CONTINUED)

RECLASSIFICATION

Certain comparative figures have been reclassified to conform with the current year's presentation
for purposes of fairer presentation, as follows:

As previously

reported  Heclassification As restated
RM'000 RIPO00 RM000
Incame staiements for the year
ended 31.12.2008

Group
Revenue T 2,634,688 220,282 2,854,970
Other income 301,827 (220,282) 81,545
Company
Revenue 2,685,977 179,285 2,815,262
Other income 280,830 (179,285) 81,545

The reclassification is in respect of aircraft operating lease income and income from iour
operations (both inbound and outbound) and travel agency services which were previously
included within other income, and which have now been included within revenue, as it better

reflects the Group’s operations.

Balance sheets as at 31.12.2008

As previously

repotted  Reclassification As restated
RMO00 RM'000 RM'000
Group
Assets
Non-current
Receivables and prepayment 103,341 (79,083) 24,258
Current
Receivables and prepayment 604,432 (6,051} 689,381
Liahilities
Non-current
Borrowings 6,146,708 (79,083) 6,067,625
Current
Borrowings 543,985 (5.051) 538,934
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NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2009 {CONTINUED)

RECLASSIFICATION (CONTINUED)

As previously
reported  Reclassification As restated
BN’0C0 RBM00C RM000

Company

Assets
Non-current

Receivables and prepayment 103,341 {79,083) 24,258

Current

Receivables and prepayment 692,627 (5,051) 687,476

Liabilities

Non-current
Borrowings 6,146,708 (79,083) 6,067,625

Current

Borrowings 543,985 (5,051) 538,934

The reclassification is in respect of premiums paid for ceriain loans which were previously included
within receivables and prepayments, and which have now been included within borrowings, as
allowed under the relevant accounting standards,

APPROVAL OF FINANCIAL STATEMENTS

The financial statements have been approved for issue in accordance with a resolution of the

Board of Directars on 27 APR 2010
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STATEMENT BY DIRECTORS PURSUANT TO
SECTION 169(15) OF THE COMPANIES ACT, 1965

We, Dato’ Sri Dr Anthony Francis Fernandes and Dato’ Kamarudin Bin Meranun, being two of the
Directors of AirAsia Berhad, state that, in the opinion of the Directors, the financial statements set
out on pages 6 fo 70 are drawn up so as 0 give a true and fair view of the state of affairs of the
Group and Company as at 31 December 2009 and of the results and the cash flows of the Group
and Company for the financial year ended on that date in accordance with the provisions of the
Companies Act, 1965 and the FRSs, the MASB approved accounting standards in Malaysia for

Entities Other than Private Enfities.

In actordance with a resolution of the Board of Directors dated ©7 APR 2010

DATO’ SRI DR ANTHONY FRANCIS FERNANDES DATO’ KAMARUDIN BiN MERANUN
DIRECTOR DIRECTOR

30 APR 2010

STATUTORY DECLARATION PURSUANT TO
SECTION 169(16) OF THE COMPANIES ACT, 1965

|, Rozman Bin Omar, the Officer primarily responsible for the financial management of AirAsia
Berhad, do solemnly and sincerely declare that the financial staiements set out on pages 610 70
are, in my opinicn, correct and | make this solemn declaration conscientiously believing the same
to be true, and by virtue of the provisions of the Statutory Declarations Act, 1960.

RO f Bin Omar

Subscribed and solemnly declared by the abovenamed Rozmanr Bin Omar at Petaling Jaya in

Malaysiaon '3 0. APR 2010 before me.

f_s. Block F1, Jalan PTU 1/42,
Dataran Prima, 47301 Petaling Jaya
Selangor Dam! Ebsan 71
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INDEPENDENT AUDITORS’ REPORT www. pwe.corn
TO THE MEMBERS OF AIRASIA BERHAD

(Incorporated in Malaysia)
(Company No. 284669 W)

REPORT ON THE FINANCIAL STATEMENTS

We have audited the financial statements of AirAsia Berhad, which comprise the balance sheets as at 31
December 2002 of the Group and of the Company, and the income statements, statements of changes in
equity and cash flow statements of the Group and of the Company for the financial year then ended, and
2 summary of significant accounting policies and other explanatory notes, as set out on pages 6 to 70.

Directors’ Responsibility for the Financial Statements

The Directors of the Company are responsible for the preparation and fair presentation of these financial
statements in accordance with MASB approved accounting standards in Malaysia for Entities Other than
Private Entities and the Companies Act, 1965. This responsibility includes: designing, implsmenting and
maintaining internal control relevant tc the preparaticn and fair presentation of financial statements that
are froe from material misstateient, whether due fo fraud or error; selecting and applying appropriate

-

accounting policies; and making accounting estimates that are reasonable in the circumstances.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements basad on our gudit. We
conducted our audit in accordance with approved standards cn auditing in Malaysia. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance whether the financial statements are free from material misstatement.

An audit invoives performing procedures to obtain audit evidence about the amounis and disclosures in
the financial statements. The procedures selected depend on our judgment, including the assessment of
risks of material misstatement of the financial statements, whether due to fraud or error. in making those
risk assessments, we consider internal control relevant 1o the entity’s preparation and feir presentation of
the financial staternents in order to design audit procedures that are appropriate In the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit
also includes evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the Direcfors, as well as evaluating the overall presentation of the

financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate io provide a basis for
our audit opinion.

Oninion

In our opinion, the financial statements have been properly drawn up in accordance with MASB approved
accounting standards in Malaysia for Entities Other than Private Entities and the Companies Act, 1965 so
as to give a true and fair view of the financia! position of the Group and of the Company as of 31
December 2008 and of their financial performance and cash flows for the financial year then ended,
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INDEPENDENT AUDITORS’ REPORT
TO THE MEMBERS OF AIRASIA BERHAD (CONTINUED)

(Incorporated in Malaysia)
{Company No. 284669 W)

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

in accordance with the'requirements of the Companies Act, 1965 in Malaysia, we also report the
following:

a) in our opinion, the accounting and other records and the registers required by the Act to be kept
by the Company and its subsidiaries of which we have acted as auditors have been propefly kept

in accordance with the provisions of the Act.

© b) . We have considered the financial statements and the auditors’ reports of all the subsidiaries of
which we have not acted as auditors, which are indicated in Note 12 1o the financial statements.

c) We are satisfied that the financial statements of the subsidiaries that have been consolidated
with the Company's financial statements are in form and content appropriate and proper for the
purposss of the preparation of the financial statements of the Group and we have received
satisfactory information and explanations required by us for those purposes.

d) The audit reports on the financial statements of the subsidiaries did not contain any gualification
or any adverse comment made under Section 174(3) of the Act.

OTHER MATTERS

This report is made solaly to the members of the Company, as a body, in accordance with. Section 174 of
the Companies Act, 1965 in Malaysia and for no other purpose. We do not assume responsibifity to any

other person for the content of this report.

Ff' \: \ﬁ-—i\-"\_' @
PRICEWATERHOQUSECOOQOPERS SRIDHARAN NAIR
(No. AF: 1146) (No. 2656/05110 (J))

Chartered Accountants Chartered Accountant

Kuala Lumpur

30 APR 2010
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