BOC AVIATION LIMITED AND ITS SUBSIDIARY COMPANIES

NOTES TO THE FINANCIAL STATEMENTS

For the financial year ended 31 December 2019

13. Derivative financial instruments
Group and Company
2019 2018
Outstanding Outstanding
notional notional
amounts Assets  Liabilities amounts Assets Liabilities

US$'000 US$'000 US$'000 US$'000 US$'000 US$'000

Current:

Cross-currency

interest rate swaps 379,788 - (55,215) - - -
Interest rate swaps 280,000 523 (194) 600,000 2,593 (1,536)
523 (55,409) 2,593 (1,536)
Non-current:

Cross-currency
interest rate swaps 693,194 182 (58,886) 875,019 2,859 (99,733)
Interest rate swaps 3,615,000 1,668 (108,200) 2,890,000 11,520 (22,479)
1,850 (167,086) 14,379 (122,212)

The fair values of interest rate swaps and cross-currency interest rate swaps as shown above are
determined with reference to marked-to-market values provided by counterparties.

Hedge accounting has been applied for interest rate swaps and cross-currency interest rate swaps
that are assessed by the Group to be highly effective hedges.

The Group determines the economic relationship between the loans and borrowings and the
derivatives by matching the critical terms of the hedging instruments with the terms of the hedged
items. The hedge ratio (the ratio between the notional amount of the derivative financial instrument to
the amount of the loans and borrowings being hedged) is determined to be 1:1. There were no
expected sources of ineffectiveness on the Group’s hedges as the critical terms of the derivatives
match exactly with the terms of the hedged items.
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13. Derivative financial instruments (cont’d)

The following hedging instruments used by the Group and the Company are shown as derivative
financial instruments in the statement of financial position:

Outstanding

notional Assets/ Hedge rates
amounts  (Liabilities) USD interest rates Foreign Maturity
Us$'000 US$'000 (p.a.) currency rates (Year)

2019
Group and Company

Fair value hedge
Cross-currency interest rate

swaps?
6-month LIBOR +
Margin ranging from US$1 : AUD1.06
- Australian Dollar 373,493 (82,664) 1.70% to 1.96% to AUD1.08 2020 to 2021
6-month LIBOR +
Margin ranging from US$1 : CNY6.04
- Chinese Yuan 250,179 (19,244) 0.64% to 2.28% to CNY6.57 2020 to 2024

Interest rate swaps?
6-month LIBOR +
Margin ranging from
- United States Dollar 200,000 (194) 1.28% to 1.38% - 2020

Cash flow hedge
Cross-currency interest rate

swaps®

- Australian Dollar 140,590 (3,151) 3.43% US$1 : AUD1.42 2029

- Chinese Yuan 40,000 (4,137) 2.95% US$1 : CNY6.25 2020
US$1 : HK$7.81 to

- Hong Kong Dollar 159,837 (4,926) 3.72% to 4.13% US$1 : HK$7.84 2026 to 2027

- Singapore Dollar 108,883 203 4.00% US$1 : SGD1.33 2025

Interest rate swaps*
- United States Dollar 3,695,000 (106,009) 1.975% to 4.242% - 2020 to 2025
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13.

Derivative financial instruments (cont’d)

Outstanding

notional Assets/ Hedge rates
amounts  (Liabilities) USD interest rates Foreign Maturity
Us$'000 US$'000 (p.a.) currency rates (Year)

2018
Group and Company

Fair value hedge
Cross-currency interest rate

swaps?
6-month LIBOR +
Margin ranging from US$1 : AUD1.06
- Australian Dollar 373,493 (81,001) 1.70% to 1.96% to AUD 1.08 2020 to 2021
6-month LIBOR +
Margin ranging from US$1: CNY6.04
- Chinese Yuan 250,179 (15,154) 0.64% to 2.28% to CNY 6.57 2020 to 2024

Interest rate swaps?
6-month LIBOR +
Margin ranging from
- United States Dollar 500,000 (4,806) 1.283% to 2.05% - 2019 to 2020

Cash flow hedge
Cross-currency interest rate

swaps®

- Chinese Yuan 40,000 (2,846) 2.95% US$1 : CNY6.25 2020
- Hong Kong Dollar 102,464 (732) 3.72% US$1 : HK$7.81 2027
- Singapore Dollar 108,883 2,859 4.00% US$1 : SGD1.33 2025

Interest rate swaps*
- United States Dollar 2,990,000 (5,096) 1.975% to 4.242% - 2019 to 2025

1 The Group uses these cross-currency interest rate swaps to hedge against the exposure to exchange
rates and interest rates arising from the Group’s non-US Dollar loans and borrowings which are
liabilities designated as hedged items in fair value hedge. Under these cross-currency interest rate
swaps, the Group receives non-US Dollar principal and fixed interest and pays US Dollar principal
and floating interest pegged to US Dollar LIBOR. These hedges are classified as fair value hedges
and the fair value changes of these cross-currency interest rate swaps are recognised in profit or
loss.

N

The Group uses these interest rate swaps to hedge against the exposure to interest rates arising
from the Group’s US Dollar loans and borrowings which are liabilities designated as hedged items in
fair value hedge. Under these interest rate swaps, the Group receives fixed interest and pays floating
interest pegged to US Dollar LIBOR. These hedges are classified as fair value hedges and the fair
value changes of these interest rate swaps are recognised in profit or loss.
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13.

14.

Derivative financial instruments (cont’d)

3 The Group uses these cross-currency interest rate swaps to hedge against (i) the exposure to
exchange rates of loans and borrowings issued in non-US Dollar currencies (fair value hedge) and
(i) the exposure to variability in cash flows for the related loans and borrowings (cash flow hedge).
Under these cross-currency interest rate swaps, the Group receives non-US Dollar principal and
fixed interest, and pays US Dollar principal and fixed interest. The cross-currency interest rate swaps
are bifurcated into two portions. The portion of the fair value change attributable to changes in the
exchange rate are recognised in profit or loss, and the remaining portion attributable to cash flow
variability is recognised in hedging reserve.

4 The Group uses these interest rate swaps to hedge against the exposure to variability in cash flows
from the related loans and borrowings which are pegged to US Dollar LIBOR. Under these interest
rate swaps, the Group receives floating interest pegged to US Dollar LIBOR and pays fixed interest.
These hedges are classified as cash flow hedges and the fair value changes of these interest rate
swaps are recognised in hedging reserve.

Trade receivables

Group Company
2019 2018 2019 2018

US$'000 US$'000 US$'000 US$'000

Trade receivables — gross carrying amount

Current 42,980 7,075 29,785 838

Non-current - 909 - 909
42,980 7,984 29,785 1,747

Less: Impairment losses charged for the

year (24,748) - (17,284) _
18,232 7,984 12,501 1,747

Trade receivables — net of allowance for
impairment losses

Current 18,232 7,075 12,501 838
Non-current - 909 - 909
18,232 7,984 12,501 1,747

Trade receivables are recognised at their original invoice amounts which represent their fair values on
initial recognition and are generally received monthly in advance. Trade receivables are generally
secured by cash security deposits or letters of credit. As at 31 December 2018, included in the current
and non-current portion of trade receivables was an amount of US$4.2 million and US$0.9 million,
respectively, that was contractually deferred by mutual agreement and was interest bearing. None of
the trade receivables as at 31 December 2019 was subject to a deferral arrangement.
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14. Trade receivables (cont'd)

Impairment of financial assets

The Group and the Company recognise an allowance for impairment losses by providing for expected
credit losses when the lessee does not pay the amounts due under its lease agreements in excess of
the security deposit or the value of the collateral.

As at 31 December 2019, the aging of the current portion of trade receivables based on the receivables
due date was as follows:

Group
Less More
than 30to 60 61to 90 than
30 days days days 90 days
2019 Current pastdue pastdue pastdue pastdue Total

US$'000 US$000 US$000 US$000 US$000 US$000

Gross carrying amount 109 8,945 7,933 4,946 21,047 42,980

Allowance for impairment

losses - (2,590) (2,696) (1,583) (17,879) (24,748)
Company
Less More
than 30to 60 61to 90 than
30 days days days 90 days
2019 Current pastdue pastdue pastdue pastdue Total

US$'000 US$000 US$000 US$000 US$000 US$000

Gross carrying amount - 7,017 6,357 4,946 11,465 29,785

Allowance for impairment
losses - (2,434) (2,283) (1,583) (10,984) (17,284)

2018

As at 31 December 2018, none of the Group’s and the Company’s trade receivables was past due or
impaired.
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16.

Other receivables

Group Company
2019 2018 2019 2018
US$'000 US$'000 US$'000 US$'000
Deposits 680 596 574 567
Sundry receivables 105,212 636 103,742 242
Accrued income 540 397 10,575 6,920
Amounts due from subsidiary companies - - 106,868 41,322
106,432 1,629 221,759 49,051

The sundry receivables of the Group and the Company are non-trade related, unsecured and included
an amount of US$103.2 million (2018: nil) due from a manufacturer which was contractually deferred
by mutual agreement in return for a fee. Subsequent to 31 December 2019, this amount was further
deferred for another year in return for a fee. The balance amounts of sundry receivables of the Group
and the Company are non-interest bearing.

The amounts due from subsidiary companies are non-trade related, unsecured, interest free and are
repayable on demand.

Short-term deposits

Group Company
Note 2019 2018 2019 2018
US$'000 US$'000 US$'000 US$'000
Unencumbered 30 202,935 152,936 31,730 105,929

Short-term deposits consist of fixed deposits and investments in money market funds which are placed
for varying periods between one day and three months depending on cash requirements of the Group,
and earn interest at the respective short-term deposit rates. The weighted average effective interest
rate for fixed deposits and money market funds were 2.4% (2018: 2.0%) and 2.2% (2018: 2.2%) per
annum, respectively.

As at 31 December 2019, there were no short-term deposits placed with the intermediate holding
company by the Group (2018: US$45.0 million) and the Company (2018: US$45.0 million). As at 31
December 2019, there were no short-term deposits placed with other related parties by the Group
(2018: US$12.0 million) and the Company (2018: nil).
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17.

Cash and bank balances

Group Company
Note 2019 2018 2019 2018
US$'000 US$'000 US$'000 US$'000
Encumbered 35,463 20,250 16,923 8,313
Unencumbered 30 48,728 69,797 13,843 5,018
84,191 90,047 30,766 13,331

The Group’s and the Company’'s encumbered cash and bank balances have been pledged for loan
obligations (Note 21) and contingency provisions under such obligations.

The Group’s and Company's cash and bank balances included an amount of US$13.4 million
(2018: US$33.8 million) and US$8.8 million (2018: US$0.6 million), respectively, placed in daily sweep
accounts which are available upon demand.

As at 31 December 2019, the Group’s cash and bank balances included an amount of US$14.1 million
(2018: US$11.4 million) placed with the intermediate holding company.

Cash and bank balances were denominated in US Dollar except for the following:

Group Company

2019 2018 2019 2018
US$'000 US$'000 US$'000 US$'000
Australian Dollar 87 151 - -
Chinese Yuan 5,148 7,146 - -
Euro 1,644 1,666 1,033 1,064
Hong Kong Dollar 316 314 316 314
Japanese Yen 981 969 - -
Malaysian Ringgit - 93 - -
Sterling Pound 1,154 33 - -
Singapore Dollar 853 50 853 50
10,183 10,422 2,202 1,428
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18.

Assets held for sale and liabilities associated with assets held for sale

As at 31 December 2019 and 2018, the Group’s and Company’s aircraft which met the criteria to be
classified as assets held for sale were as follows:

Assets held for sale:

Property, plant and equipment — aircraft
At beginning of year

Additions

Disposals

At end of year

Note

Liabilities associated with assets
held for sale:
Maintenance reserve payables 25

Security deposits

Group Company
2019 2018 2019 2018
US$'000 US$'000 US$'000 US$'000
- 238,535 - 229,550
954,564 279,701 523,653 50,493
(630,138) (518,236) (325,716) (280,043)
324,426 - 197,937 -
Group Company
2019 2018 2019 2018
US$'000 US$'000 US$'000 US$'000
58,741 - 26,099 -
6,025 - 4,568 -
64,766 - 30,667 -
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19. Trade and other payables

Group Company
2019 2018 2019 2018

US$'000 US$'000 US$'000 US$'000

Trade payables 70 258 56 -

Sundry payables 4,603 2,728 2,455 1,380

Accrued interest expenses 95,191 76,521 82,952 61,221
Accrued maintenance reserve

payables 37,613 7,271 11,375 738

Accrued technical expenses 2,673 1,926 950 629

Staff costs related accruals 54,153 44,070 44,638 36,440

Other accruals and liabilities 11,995 24,149 1,742 2,621

Amounts due to subsidiary companies - - 2,610 3,077

206,298 156,923 146,778 106,106

Trade payables and sundry payables are substantially denominated in US Dollar, non-interest bearing,
current in nature and are normally settled on 30-day credit terms.

The table below summarises the aging of trade payables based on invoice due date:

Group Company
2019 2018 2019 2018

US$'000 US$'000 US$'000 US$'000

Current 36 256 23 -
1-30days 34 - 33 -
31 - 60 days - - - -
61 — 90 days - - - -
More than 90 days - 2 - -
70 258 56 -

20. Deferred income

Deferred income (current) relates to advance receipts for lease and other income for which services
have not yet been rendered.

Deferred income (non-current) relates to the difference between the nominal value of the security

deposits (Note 24) and their fair value. The deferred income is charged to profit or loss on a straight-
line basis over the lease term.
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21.

Loans and borrowings

Current:

Medium term notes

Loans

Medium term notes discount
(net of premium)

Fair value and revaluation
adjustments

Deferred debt issue costs

Non-current:

Medium term notes

Loans

Medium term notes discount
(net of premium)

Fair value and revaluation
adjustments

Deferred debt issue costs

Total loans and borrowings

Group Company
2019 2018 2019 2018
US$'000 US$'000 US$'000 US$'000
1,129,788 300,000 1,129,788 300,000
650,273 1,150,566 198,865 142,239
(213) (241) (213) (241)
(55,547) (1,536) (55,547) (1,536)
(9,068) (10,531) (1,034) (818)
1,715,233 1,438,258 1,271,859 439,644
7,833,194 6,865,019 7,833,194 6,865,019
3,900,021 4,160,037 1,007,170 936,035
(19,058) (9,639) (19,058) (9,639)
(53,562) (106,498) (53,562) (106,498)
(69,893) (68,450) (31,995) (22,374)
11,590,702 10,840,469 8,735,749 7,662,543
13,305,935 12,278,727 10,007,608 8,102,187
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21.

Loans and borrowings (cont’d)

The deferred debt issue costs relating to the obtaining of the loans are analysed as follows:

Cost:

At beginning of year

Additions

Fully amortised costs written off
Adjustments

At end of year

Accumulated amortisation:
At beginning of year

Charge for the year (Note 7)
Fully amortised costs written off
At end of year

Net book value:
At end of year

Deferred debt issue costs, net
Less: Current portion

Non-current portion

Group Company
2019 2018 2019 2018
US$'000 US$'000 US$'000 US$'000
162,235 158,608 37,919 32,536
24,695 15,403 17,496 8,061
(15,637) (11,640) (1,962) (2,554)
(4) (136) (4) (124)
171,289 162,235 53,449 37,919
83,254 71,887 14,727 10,957
24,711 23,007 7,655 6,324
(15,637) (11,640) (1,962) (2,554)
92,328 83,254 20,420 14,727
78,961 78,981 33,029 23,192
78,961 78,981 33,029 23,192
(9,068) (10,531) (1,034) (818)
69,893 68,450 31,995 22,374
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21. Loans and borrowings (cont’d)

The table below summarises the maturity profile of the gross loans and borrowings before adjustments
for deferred debt issue costs, fair value, revaluations and discounts/premiums to medium term notes
at the end of each year for the Group and the Company.

Group
One year Onetotwo Twotofive Over five
or less years years years Total
US$'000 US$'000 US$'000 US$'000 US$'000
2019
Medium term notes 1,129,788 1,185,873 3,788,011 2,859,310 8,962,982
Loans 650,273 790,682 3,098,745 10,594 4,550,294
Total gross loans and
borrowings 1,780,061 1,976,555 6,886,756 2,869,904 13,513,276
2018
Medium term notes 300,000 1,129,788 3,674,174 2,061,057 7,165,019
Loans 1,150,566 828,324 3,155,115 176,598 5,310,603
Total gross loans and
borrowings 1,450,566 1,958,112 6,829,289 2,237,655 12,475,622
Company
One year Onetotwo Twotofive Over five
or less years years years Total
US$'000 US$'000 US$'000 US$'000 US$'000
2019
Medium term notes 1,129,788 1,185,873 3,788,011 2,859,310 8,962,982
Loans 198,865 50,552 956,618 - 1,206,035
Total gross loans and
borrowings 1,328,653 1,236,425 4,744,629 2,859,310 10,169,017
2018
Medium term notes 300,000 1,129,788 3,674,174 2,061,057 7,165,019
Loans 142,239 438,865 461,264 35,906 1,078,274
Total gross loans and
borrowings 442,239 1,568,653 4,135,438 2,096,963 8,243,293

A67



BOC AVIATION LIMITED AND ITS SUBSIDIARY COMPANIES

NOTES TO THE FINANCIAL STATEMENTS

For the financial year ended 31 December 2019

21. Loans and borrowings (cont’d)

As at 31 December 2019, secured loans amounted to US$1,330.3 million (2018: US$1,686.6 million)
and US$476.0 million (2018: US$523.3 million) for the Group and the Company, respectively. These
amounts are secured by the related aircraft (Note 12), certain cash and bank balances and designated
bank accounts (Note 17) and/or a pledge of the shares in certain subsidiary companies (Note 33) that

hold title to aircraft.

In addition, the Company and certain subsidiary companies have provided negative pledges relating
to all of these companies’ assets and revenues (other than any encumbrance in existence at the time
the negative pledge is entered into or created subsequently to secure finance to acquire or re-finance

any aircraft).

(&) Medium term notes

Outstanding notes issued at fixed coupon rate and floating rate denominated in various currencies

issued were:
Group and Company
2019
Amounts Amounts
Outstanding swapped to US$ swapped to US$
Maturity amounts and floating rates and fixed rates
(Year) US$'000 US$'000 US$'000
Fixed Coupon Rate

Currency (p.a.)
Australian Dollar 3.15% to 5.375% 2020 to 2029 514,083 373,493 140,590
Chinese Yuan 4.5% to 5.5% 2020 to 2024 290,179 250,179 40,000
Hong Kong Dollar 3.25% to 3.6% 2026 to 2027 159,837 - 159,837
Singapore Dollar 3.93% 2025 108,883 - 108,883
United States Dollar 2.375% to 4.375% 2020 to 2029 6,450,000 200,000 —
7,522,982 823,672 449,310

Floating Rate
Currency (p.a.)
3-month LIBOR +
Margin ranging from

United States Dollar ~ 1.05% to 1.30% 2021 to 2025 1,440,000 — 1,440,000
8,962,982 823,672 1,889,310
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21. Loans and borrowings (cont’d)
(&) Medium term notes (cont’d)

Group and Company

2018
Amounts Amounts
Outstanding swapped to US$ swapped to US$
Maturity amounts and floating rates and fixed rates
(Year) US$'000 US$'000 US$'000
Fixed Coupon Rate
Currency (p.a.)
Australian Dollar 5.375% 2020 to 2021 373,493 373,493 _
Chinese Yuan 4.5% to 5.5% 2020 to 2024 290,179 250,179 40,000
Hong Kong Dollar 3.25% 2027 102,464 - 102,464
Singapore Dollar 3.93% 2025 108,883 - 108,883
United States Dollar 2.375% to 4.375% 2019 to 2027 4,850,000 500,000 _
5,725,019 1,123,672 251,347
Floating Rate
Currency (p.a.)
3-month LIBOR +
Margin ranging from
United States Dollar ~ 1.05% to 1.30% 2021 to 2025 1,440,000 — 1,440,000
7,165,019 1,123,672 1,691,347

As at 31 December 2019, an amount of US$823.7 million (2018: US$1,123.7 million) in medium
term notes of the Group and the Company has been swapped to floating rate liabilities and US
Dollars (for non-US Dollar denominated notes) via interest rate swap and cross-currency interest
rate swap contracts. The carrying amount of these medium term notes was US$721.2 million
(2018: US$1,021.4 million). These notes are liabilities designated as hedged items in fair value
hedge and classified under Level 2 of the fair value hierarchy. The floating interest rate ranged
from 2.6% to 5.0% (2018: 1.9% to 4.9%) per annum during the year.

Effects of fair value hedges on the notes in 2019 and 2018 were as follows:

Group and Company
2019
Accumulated
amount of fair

Discount and value and Carrying
Outstanding deferred debt revaluation amounts of
amounts issue costs adjustments liabilities
US$'000 US$'000 US$'000 US$'000
Fair value hedge
Foreign currency and interest rate risks
- Cross-currency interest rate swaps 623,672 (278) (101,908) 521,486
- Interest rate swaps 200,000 (105) (194) 199,701
823,672 (383) (102,102) 721,187
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21. Loans and borrowings (cont’d)

(&) Medium term notes (cont’d)

Group and Company
2018
Accumulated
amount of fair

Discount and value and Carrying
Outstanding deferred debt revaluation amounts of
amounts issue costs adjustments liabilities
US$'000 US$'000 US$'000 US$'000
Fair value hedge

Foreign currency and interest rate risks
- Cross-currency interest rate swaps 623,672 (532) (96,097) 527,043
- Interest rate swaps 500,000 (874) (4,805) 494,321
1,123,672 (1,406) (100,902) 1,021,364

As at 31 December 2019, an amount of US$449.3 million (2018: US$251.3 million) in medium
term notes of the Group and the Company which was denominated in non-US Dollar currencies
at fixed rates has been swapped to US Dollars and at fixed rates via cross-currency interest rate
swap contracts to hedge (i) the exposure to exchange rates of loans and borrowings issued in
non-US Dollar currencies (fair value hedge) and (ii) the exposure to variability in cash flows for
the related borrowings (cash flow hedge). The portion of the fair value change attributable to
changes in the exchange rate are recognised in profit or loss, and the remaining portion
attributable to cash flow variability is recognised in hedging reserve. The net fair value loss of
US$11.1 million (31 December 2018: gain of US$2.4 million) on these cross-currency interest
rate swaps was recognised in hedging reserve while the balance amount was recognised in profit
or loss.

As at 31 December 2019, an amount of US$1,440.0 million (2018: US$1,440.0 million) in medium
term notes of the Group and the Company has been swapped to fixed rate liabilities via interest
rate swaps to hedge exposure to variability in cash flows from related loans which are pegged to
US Dollar LIBOR. These hedges are classified as cash flow hedges. The net fair value loss of
US$32.5 million (2018: US$14.9 million) on these financial instruments was recognised in hedging
reserve.

The terms of the above cross-currency interest rate swap and interest rate swap contracts have

been negotiated to match the terms of the notes and accordingly, the hedges are assessed to be
highly effective.
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21.

Loans and borrowings (cont’d)

(b) Loans

Interest on floating rate loans of the Group is set at specified margins above US Dollar LIBOR.
Interest rate for floating rate loans is reset at intervals of up to six months and the weighted
average effective interest rate was 3.4% (2018: 3.1%) per annum. The loans are repayable based
on agreed repayment schedules, until the expiry date of the respective loans. The final maturities
of the loans are between 2020 and 2025 (2018: 2019 and 2025).

As at 31 December 2019, the loan due to the intermediate holding company in the Group and the
Company amounted to US$95.0 million (2018: nil), and the loans due to other related parties for
the Group and the Company amounted to US$761.9 million (2018: US$735.3 million) and
US$127.6 million (2018: nil), respectively.

As at 31 December 2019, loans outstanding amounting to US$2,255 million (2018: US$1,550
million) have been swapped to fixed rate liabilities via interest rate swaps to hedge exposure to
variability in cash flows from related loans which are pegged to US Dollar LIBOR. These hedges
are classified as cash flow hedges. The terms of the interest rate swap contracts have been
negotiated to match the terms of the loans and accordingly, the cash flow hedges were assessed
to be highly effective. The net fair value loss of US$58.5 million (2018: US$7.2 million) was
accounted for in hedging reserve.

As at 31 December 2019, the Group and the Company had unutilised unsecured committed
revolving credit facilities of US$3,655 million (2018: US$2,841 million) and US$2,640 million
(2018: US$2,170 million), respectively. These facilities include a US$2 billion committed revolving
credit facility which is granted by the intermediate holding company and matures in 2022, and an
amount of US$248.0 million (2018: US$118.7 million) in undrawn commitments which are
provided by other related parties as part of committed syndicated revolving credit facilities which
mature between 2021 and 2024.

As at 31 December 2019, the Group and the Company had a committed unutilised unsecured
term loan facility of US$700 million (2018: US$750 million) and US$350 million (2018: nil),
respectively. These facilities include an amount of US$337 million (2018: US$145 million) which
was provided by other related parties.

A71



BOC AVIATION LIMITED AND ITS SUBSIDIARY COMPANIES

NOTES TO THE FINANCIAL STATEMENTS

For the financial year ended 31 December 2019

22. Lease liabilities
Group Company
2019 2019
US$'000 US$'000
At beginning of year - -
Adoption of IFRS 16/SFRS(I) 16 9,899 9,198
Additions 2,278 -
Disposals (12) -
Accretion of interest 322 287
Payments (1,955) (1,564)
Revaluation adjustments 36 2
At end of year 10,568 7,919
Current 1,981 1,359
Non-current 8,587 6,560
10,568 7,919
The following amounts were recognised in profit or loss:
Group
2019
US$'000
Depreciation expense of right-of-use assets 1,870
Interest expense on lease liabilities 322
Expense relating to short-term leases 213
Expense relating to leases of low-value assets 3
2,408

Interest on the leases ranged from 2.8% to 3.4% per annum for the Group and at 3.3% per annum for
the Company.
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23. Reconciliation of movement of financial liabilities to net cash flows from financing activities

Extracted from Consolidated Statement of Cash Flows

Group
2019 2018
US$'000 US$'000

Cash flows from financing activities:
Proceeds from loans and borrowings 3,067,962 2,140,000
Repayment of loans and borrowings (1,231,308) (1,247,380)
(Decrease)/increase in borrowings from revolving credit
facilities, net (799,000) 644,000
Repayment of lease liabilities (1,955) -
Finance expenses paid (442,665) (361,330)
Debt issue costs paid (38,325) (16,275)

554,709 1,159,015
Cash flows used in other financing activities (239,587) (179,165)
Net cash flows from financing activities 315,122 979,850
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23. Reconciliation of movement of financial liabilities to net cash flows from financing activities (cont’d)

Non-cash changes

Fair value and  Adoption of Re-
Cash revaluation IFRS 16 Future lease  Amortisation classification
Group Note 2018 flows adjustments ISFRS(I) 16 payments laccretion and others 2019
US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 US$'000
Loans and borrowings
Medium term notes
- current 298,464 (300,000) (54,011) - - - 1,129,788 1,074,241
- non-current 6,758,521 2,097,963 52,936 - - - (1,129,788) 7,779,632
Medium term notes discount (net of premium)
- current (241) - - - - 241 (213) (213)
- non-current (9,639) (13,634) - - - 4,002 213 (19,058)
Loans
- current 1,150,566 (1,150,566) - - - - 650,273 650,273
- non-current 4,160,037 390,257 - - - - (650,273) 3,900,021
Deferred debt issue costs
- current (10,531) - - - - 10,531 (9,068) (9,068)
- non-current (68,450) (24,691) - - - 14,180 9,068 (69,893)
21 12,278,727 999,329 (2,075) - - 28,954 - 13,305,935
Lease liabilities
- current - (1,955) 38 1,641 353 322 1,582 1,981
- non-current - - 2) 8,258 1,925 - (1,594) 8,587
22 - (1,955) 36 9,899 2,278 322 (12) 10,568
Trade and other payables
Accrued interest expenses 76,521 (442,665) 84 - - 461,251 - 95,191
19 76,521 (442,665) 84 - - 461,251 - 95,191
Total 12,355,248 554,709 (955) 9,899 2,278 490,527 (12) 13,411,694
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23.

Reconciliation of movement of financial liabilities to net cash flows from financing activities (cont’d)

Group

Loans and borrowings
Medium term notes
- current
- non-current
Medium term notes discount (net of premium)
- current
- non-current
Loans
- current
- non-current
Deferred debt issue costs
- current
- non-current

Lease liabilities
Lease liabilities
- current
- non-current
Deferred debt issue costs
- current
- non-current

Trade and other payables
Accrued interest expenses

Total

Note

21

19

Non-cash changes

Fair value and

Cash revaluation Amortisation

2017 flows adjustments /accretion Re-classification 2018
US$'000 US$'000 US$'000 US$'000 US$'000 US$'000
454,222 (492,225) 36,467 - 300,000 298,464
5,363,550 1,740,000 (45,029) - (300,000) 6,758,521
79 - - (79) (241) (241)
(12,334) (1,008) - 3,462 241 (9,639)
975,074 (975,074) - - 1,150,566 1,150,566
3,988,387 1,322,216 - - (1,150,566) 4,160,037
(9,932) - - 9,932 (10,531) (10,531)
(76,789) (15,267) - 13,075 10,531 (68,450)
10,682,257 1,578,642 (8,562) 26,390 - 12,278,727
33,526 (33,526) - - - —
24,771 (24,771) - - - —
(48) - - 48 - -
(131) - - 131 - -
58,118 (58,297) - 179 - -
58,863 (361,330) 91 378,897 - 76,521
58,863 (361,330) 91 378,897 - 76,521
10,799,238 1,159,015 (8,471) 405,466 - 12,355,248
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24,

25.

26.

Security deposits

In addition to the cash security deposits recorded on the statement of financial position, the security
deposits received by the Group and the Company in the form of irrevocable letters of credit amounted
to US$245.1 million (2018: US$139.9 million) and US$77.7 million (2018: US$74.4 million),
respectively.

Maintenance reserves

Group Company
Note 2019 2018 2019 2018

US$'000 US$'000 US$'000 US$'000

At beginning of year 732,133 558,503 319,801 245,874
Contributions 203,954 232,526 93,750 124,164
Utilisation (82,638) (11,611) (66,804) (6,324)
Transfer to accrued maintenance

reserve payables (31,367) (6,713) (10,930) (270)
Transfer to buyers (28,632) (37,904) (11,498) (19,466)
Transfer to liabilities associated with

assets held for sale 18 (58,741) - (26,099) -
Transfer to subsidiary companies - - - (15,958)
Release to profit or loss for excess

written off - 47 - 47
Release to profit or loss upon sale of

aircraft 5 (142,160) (2,621) (24,691) -
Release to profit or loss upon sale of

aircraft to subsidiary companies - - - (8,172)
At end of year 592,549 732,133 273,529 319,801

Letters of credit received by the Group and the Company from certain lessees to cover all or a portion
of their maintenance contribution payment obligations amounted to US$280.2 million (2018: US$220.9
million) and US$124.5 million (2018: US$103.1 million), respectively.

Deferred income tax assets and liabilities

Group Company
2019 2018 2019 2018
US$'000 US$'000 US$'000 US$'000
Deferred income tax liabilities, net 334,345 304,800 120,337 93,065
Deferred income tax assets, net (169) (146) - -
334,176 304,654 120,337 93,065

Net deferred income tax assets and deferred income tax liabilities which arose in different taxable
jurisdictions are grouped separately.
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26.

Deferred income tax assets and liabilities (cont’d)

Breakdown of deferred income tax assets and liabilities is as follows:

Group Company
2019 2018 2019 2018
US$'000 US$'000 US$'000 US$'000
Gross deferred tax liabilities 435,844 399,112 150,873 118,411
Gross deferred tax assets (101,668) (94,458) (30,536) (25,346)
Net deferred tax liabilities 334,176 304,654 120,337 93,065

The unrecognised deferred tax liabilities are as disclosed in Note 3.1(f).

Movements in the Group’s and Company’s deferred tax assets and liabilities during the year are as
follows:

Group
Unremitted
Differences in overseas
depreciation income Others Total
US$'000 US$'000 US$'000 US$'000
Deferred tax liabilities arising from:
At 1 January 2018 373,530 4,291 873 378,694
Charged to profit or loss 17,867 1,764 787 20,418
At 31 December 2018 and
1 January 2019 391,397 6,055 1,660 399,112
Charged/(credited) to profit or loss 37,551 301 (1,120) 36,732
At 31 December 2019 428,948 6,356 540 435,844
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26.

Deferred income tax assets and liabilities (cont’d)

Deferred tax assets arising from:

At 1 January 2018
Credited to profit or loss

At 31 December 2018 and
1 January 2019
Charged to profit or loss
Credited to other comprehensive
income

At 31 December 2019

Deferred tax liabilities arising from:

At 1 January 2018
Charged/(credited) to profit
or loss

At 31 December 2018 and
1 January 2019
Charged to profit or loss

At 31 December 2019

Group
Unabsorbed
capital
allowances
and unutilised
tax losses Provisions Others Total
US$'000 US$'000 US$'000 US$'000
(74,247) (6,351) (1,898) (82,496)
(9,523) (1,045) (1,394) (11,962)
(83,770) (7,396) (3,292) (94,458)
1,060 769 1,231 3,060
- — (10,270) (10,270)
(82,710) (6,627) (12,331) (101,668)
Company
Unremitted
Differences in overseas
depreciation income Others Total
US$'000 US$'000 US$'000 US$'000
93,628 4,291 311 98,230
18,449 1,764 (32) 20,181
112,077 6,055 279 118,411
31,936 301 225 32,462
144,013 6,356 504 150,873
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26.

27.

28.

Deferred income tax assets and liabilities (cont’d)

Company
Unabsorbed
capital
allowances
and unutilised
tax losses Provisions Others Total
US$'000 US$'000 US$'000 US$'000
Deferred tax assets arising from:
At 1 January 2018 (21,437) (4,095) (268) (25,800)
Charged/(credited) to profit or loss 1,276 (632) (190) 454
At 31 December 2018 and
1 January 2019 (20,161) (4,727) (458) (25,346)
(Credited)/charged to profit or loss (2,044) 431 (56) (1,669)
Credited to other comprehensive
income - - (3,521) (3,521)
At 31 December 2019 (22,205) (4,296) (4,035) (30,536)

Other non-current liabilities

Included in other non-current liabilities are the non-current portion of bonuses and related employers’
contributions payable and provided for under the staff cash incentive plans. These bonuses are
payable over a 3-year period from the second year after the end of each year.

Share capital

Group and Company

2019 2018
No. of shares No. of shares
‘000 US$'000 '000 US$'000
Issued and fully paid ordinary shares:
At beginning and end of year 694,010 1,157,791 694,010 1,157,791

The holders of ordinary shares are entitled to receive dividends as and when declared by the
Company. All ordinary shares carry one vote per share without restriction. The ordinary shares have
no par value.
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29.

30.

Hedging reserves

Hedging reserves record the portion of the fair value changes on derivative financial instruments
designated as hedging instruments in cash flow hedges that is determined to be an effective hedge.

Group Company
2019 2018 2019 2018
US$'000 US$'000 US$'000 US$'000
Interest rate and foreign currency
risk:
At beginning of year 1,343 21,083 (9,174) 4,068
Effective portion of changes in fair value
of cash flow hedges, net of tax:
- Interest rate swaps (92,457) (14,871) (42,006) (16,460)
- Cross-currency interest rate swaps (12,063) 4,153 (12,063) 4,153
(104,520) (10,718) (54,069) (12,307)
Net change in fair value of cash flow
hedges reclassified to profit or loss, net
of tax:
- Interest rate swaps 1,514 (7,240) 7,164 847
- Cross-currency interest rate swaps 919 (1,782) 919 (1,782)
2,433 (9,022) 8,083 (935)
(102,087) (19,740) (45,986) (13,242)
At end of year (100,744) 1,343 (55,160) (9,174)

Cash and cash equivalents

In the consolidated statement of cash flows, cash and cash equivalents comprise the following:

Group
Note 2019 2018
US$'000 US$'000
Short-term deposits 16 202,935 152,936
Cash and bank balances 17 48,728 69,797
251,663 222,733
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31. Lease liabilities to subsidiary companies
Company
2019 2018

US$'000 US$'000
Current:
Lease liabilities to subsidiary companies 110,262 112,922
Deferred debt issue costs (4,648) (4,895)
Lease liabilities to subsidiary companies, net 105,614 108,027
Non-current:
Lease liabilities to subsidiary companies 330,913 462,980
Deferred debt issue costs (13,679) (19,190)
Lease liabilities to subsidiary companies, net 317,234 443,790
Total lease liabilities to subsidiary companies, net 422,848 551,817

Company
2019 2018

US$'000 US$'000
At beginning of year 551,817 663,806
Accretion of interest 23,427 22,971
Payments (152,396) (134,960)
At end of year 422,848 551,817
Current 105,614 108,027
Non-current 317,234 443,790

422,848 551,817
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31.

Lease liabilities to subsidiary companies (cont’'d)

The lease liabilities to subsidiary companies are secured by a charge over leased assets (Note 12).
Interest rates on the leases ranged from 2.2% to 4.0% (2018: 1.5% to 4.1%) per annum.

As at 31 December 2018, the Company’s future minimum lease payments for lease liabilities to
subsidiary companies was US$131.2 million payable within one year, US$434.7 million between one
and five years and US$65.4 million after five years.

The deferred debt issue costs relating to lease liabilities to subsidiary companies are analysed as
follows:

Company
2019 2018
US$'000 US$'000
Cost:
At beginning of year 58,213 59,265
Fully amortised cost written off (2,971) (1,230)
Transfers - 178
At end of year 55,242 58,213
Accumulated amortisation:
At beginning of year 34,128 30,156
Charge for the year 5,758 5,297
Fully amortised cost written off (2,971) (1,230)
Transfers - (95)
At end of year 36,915 34,128
Net book value:
At end of year 18,327 24,085
Deferred debt issue costs, net 18,327 24,085
Less: Current portion (4,648) (4,895)
Non-current portion 13,679 19,190
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32. Amounts due from subsidiary companies

The amounts due from subsidiary companies of US$1,424.6 million (2018: US$1,029.4 million) are
interest bearing, non-trade related and unsecured. The interest rate ranged from 2.6% to 3.4% (2018:
2.5% to 3.2%) per annum.

33. Investments in subsidiary companies
Company
2019 2018

US$'000 US$'000
Equity investments at cost:
At beginning of year 747,427 747,428
Dissolutions - (1)
Redemption of preference shares (200) -
At end of year 747,227 747,427
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33. Investments in subsidiary companies (cont’d)

Details of the subsidiary companies are as follows:
Paid up capital as at

Name Country of incorporation Principal activities 31 December 2019 Percentage of equity held
2019 2018
% %

1 BOC Aviation (UK) Limited England and Wales Leasing of aircraft US$75,000,000 100 100
1 BOC Aviation (Ireland) Limited Ireland Leasing of aircraft US$250,000,000 +€5.08 100 100
1 BOC Aviation Leasing (Tianjin) Limited People’s Republic of China Investment holding US$1,800,000 100 100
1 BOC Aviation (USA) Corporation United States Leasing of aircraft US$186,400,000 100 100
2 BOC Aviation (Bermuda) Limited Bermuda Holding of funds US$12,000 100 100
2 BOCA Leasing (Bermuda) Limited Bermuda Dissolved - - 100
2 BOC Aviation Capital Limited Cayman lIslands Financing activities Us$10 100 100
2 BOC Aviation (Cayman) Limited Cayman Islands Acquisition of aircraft US$100 100 100
2 Echo Leasing One Limited Cayman Islands Leasing of aircraft US$100 100 100
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33. Investments in subsidiary companies (cont’d)

2,5

Name

Echo Leasing Two Limited
Echo Leasing Five Limited
Echo Leasing Six Limited
Echo Leasing Seven Limited

SALE Cayman (35073) Limited

Country of incorporation

Cayman Islands
Cayman Islands
Cayman Islands
Cayman Islands

Cayman Islands

Principal activities

Leasing of aircraft
Leasing of aircraft
Leasing of aircraft
Leasing of aircraft

In dissolution process
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33. Investments in subsidiary companies (cont’d)

Name

23 Vanda Leasing Seven Limited
23 Vanda Leasing Eight Limited

2 Vanda Leasing Nine Limited

2 Vanda Leasing Ten Limited

2 Vanda Leasing Eleven Limited

2 Vanda Leasing Twelve Limited

1 BOC Aviation (Labuan) Pte. Ltd.

Country of incorporation

Cayman Islands
Cayman Islands
Cayman Islands
Cayman Islands
Cayman Islands
Cayman Islands

Malaysia

Paid up capital as at

Principal activities 31 December 2019
Leasing of aircraft US$10
Leasing of aircraft US$10
Leasing of aircraft US$10
Leasing of aircraft US$10
Leasing of aircraft US$10
Leasing of aircraft US$10

In dissolution process US$75,000
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33. Investments in subsidiary companies (cont’d)
Paid up capital as at
Name Country of incorporation  Principal activities 31 December 2019 Percentage of equity held
2019 2018
% %

Consolidated structured entities*

24 Galahad Leasing Limited Cayman lIslands Leasing of aircraft US$250 - -
24 Gawain Leasing Limited Cayman lIslands Leasing of aircraft US$250 - -
2.4 Green Knight Leasing Limited Cayman lIslands Leasing of aircraft US$250 - -
2.4 Guinevere Leasing Limited Cayman Islands Leasing of aircraft US$250 - -
1.4 ARCU Aircraft Holdings Pte. Ltd. Singapore Investment holding US$1 - -
1.4 Pacific Triangle Holdings Pte. Ltd. Singapore Investment holding US$1 - -
2.4 Chilli Leasing LLC United States Leasing of aircraft US$1,000 - -
2.4 Laylya Leasing LLC United States Leasing of aircraft US$1,000 - -
24 Sunshine Aircraft Leasing LLC United States Leasing of aircraft US$1,000 - -

* The companies are fully consolidated as structured entities of the Company as the Group is exposed, or has rights, to variable returns from its involvement with the entities and has the
ability to affect those returns through its power over the investee.
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33. Investments in subsidiary companies (cont’d)
Paid up capital as at
Name Country of incorporation Principal activities 31 December 2019 Percentage of equity held
2019 2018
% %
Held by ARCU Aircraft Holdings Pte. Ltd.:
24 ARCU Aircraft Leasing Limited* Cayman Islands Leasing of aircraft US$250 - -
Held by Pacific Triangle Holdings Pte. Ltd.:
24 Pacific Triangle Leasing Limited* Cayman Islands Leasing of aircraft US$250 - -
24 Pacific Triangle Leasing 2 Limited* Cayman Islands Leasing of aircraft US$250 - -
Held by BOC Aviation (Ireland) Limited:
2 BOC Aviation (France) SARL France Leasing of aircraft €1,000 100 100
23 BOC Aviation (France) 2 SARL France Leasing of aircraft €1,000 100 100
23 BOC Aviation (France) 5 SARL France Leasing of aircraft €1,000 100 100
23 BOC Aviation (France) 6 SARL France Leasing of aircraft €1,000 100 100
2 BOC Aviation (France) 8 SARL France Leasing of aircraft €1,000 100 100
2 BOC Aviation (France) 9 SARL France Leasing of aircraft €1,000 100 100
2 BOC Aviation (France) 10 SARL France Leasing of aircraft €1,000 100 100
23 BOC Aviation (France) 11 SARL France Leasing of aircraft €1,000 100 100

* The companies are fully consolidated as structured entities of the Company as the Group is exposed, or has rights, to variable returns from its involvement with the entities and has the
ability to affect those returns through its power over the investee.
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33. Investments in subsidiary companies (cont’d)

Name Country of incorporation

Held by BOC Aviation Leasing (Tianjin) Limited:

2 EIERIENUER (R HIRAR People’s Republic of China
(BOCA Alpha Leasing (TJ) Limited)

2 A RS R CRED HRAF People’s Republic of China
(BOCA Bravo Leasing (TJ) Limited)

2 AT (RED HRAF People’s Republic of China
(BOCA Charlie Leasing (TJ) Limited)

2 IS AT (RED AR People’s Republic of China
(BOCA Delta Leasing (TJ) Limited)

2 SRS (KA ARAFE People’s Republic of China

(BOCA Echo Leasing (TJ) Limited)
Held by BOC Aviation (USA) Corporation:

2 BOC Aviation (Aruba) A.V.V. Aruba

Paid up capital as at
Principal activities 31 December 2019 Percentage of equity held

2019 2018

% %
Leasing of aircraft CNY100,000 100 100
Leasing of aircraft CNY100,000 100 100
Leasing of aircraft CNY100,000 100 100
Leasing of aircraft CNY100,000 100 -
Leasing of aircraft CNY100,000 100 —
Leasing of aircraft US$100 100 100

All subsidiary companies, including all consolidated structured entities, are incorporated as limited liability entities.

Audited by Ernst & Young LLP, Singapore or member firms of Ernst & Young.
Not required to be audited by law in its country of incorporation.

The shares or membership interest (as applicable) of these companies are pledged for loan facilities granted to certain companies within the Group.

1
2
3 The Company has pledged all its benefits in respect of its entire shareholding in these subsidiary companies for loan facilities granted (Note 21).
4
5

Subsequent to 31 December 2019, this company has completed its dissolution process.
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34.

35.

Dividends
Group and Company
2019 2018
US$'000 US$'000
Declared and paid during the year:
Final dividend for 2018: US$0.1845 (2017: US$0.1920)
per share 128,045 133,250
Interim dividend for 2019: US$0.1388
(2018: US$0.1284) per share 96,329 89,111
224,374 222,361
Proposed as at 31 December:
Final dividend for 2019: US$0.2153
(2018: US$0.1845) per share 149,420 128,045

On 11 March 2020, the directors proposed to recommend in the Annual General Meeting on 29 May
2020 a final dividend of US$0.2153 per ordinary share for the year ended 31 December 2019
amounting to approximately US$149.4 million, bringing the total dividend for 2019 to US$245.7 million
(2018: US$217.2 million) or US$0.3541 (2018: US$0.3129) per ordinary share. This proposed final
dividend is not reflected as a dividend payable in these financial statements, but will be reflected as an
appropriation of retained earnings for the year ending 31 December 2020.

Related party transactions

The Group is majority owned by Bank of China Limited which is controlled by Central Huijin, a wholly
owned subsidiary of CIC, which is a wholly state-owned company in the PRC. Central Huijin and CIC
have equity interests in certain other entities in the PRC. Bank of China Limited is indirectly subject to
the control of the State Council of the PRC Government through CIC and Central Huijin. The State
Council directly or indirectly controls a significant number of entities through its government authorities,
agencies, affiliates and other state controlled entities.

The Group enters into leasing, purchase and leaseback, borrowings and other transactions with

certain state-owned entities mentioned above in the normal course of business and on commercial
terms.
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35. Related party transactions (cont’d)

The Group considers only those entities known to the management to be a subsidiary company,
associate or joint venture of Central Huijin to be related parties.

In addition to the information disclosed elsewhere in the financial statements, the following significant
transactions took place between the Group and related parties in the normal course of business and
on commercial terms:

Group
2019 2018
US$'000 US$'000
Expense
(&) Intermediate holding company:
Interest expense 1,753 -
(b) Other related parties:
Interest expense 26,222 19,063
Group
2019 2018
US$'000 US$'000
Directors’ and key executives’ remuneration paid during the
year
(a) Directors of the Company:
Salary, fees, bonuses and other costs 10,688 8,779
CPF and other defined contributions 4 4
10,692 8,783
(b) Key executives (excluding executive directors):
Salary, bonuses and other costs 16,158 13,427
CPF and other defined contributions 417 376
16,575 13,803

As at 31 December 2019, US$19.2 million (2018: US$20.2 million) of deferred bonuses were payable
to directors of the Company and key executives of the Group.

During the year ended 31 December 2019, the share-based compensation expense for directors of
the Company and key executives of the Group amounted to US$1.3 million (2018: US$0.3 million) and
US$1.9 million (2018: US$0.5 million), respectively.
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36. Commitments
(a) Operating lease commitments
(i) Operating lease commitments - As lessor
Aircraft

The Group and the Company lease its aircraft under operating lease agreements that are non-
cancellable.

Future net minimum lease receivables under the non-cancellable operating leases as at the
end of each year for existing aircraft are as follows:

Group Company
2019 2018 2019 2018
US$ million US$ million  US$ million US$ million

Within one year 1,740 1,604 1,160 1,004
Between one and two years 1,694 1,547 1,130 980
Between two and three years 1,625 1,509 1,090 968
Between three and four years 1,592 1,420 1,075 909
Between four and five years 1,499 1,377 1,036 892
After five years 5,591 5,101 4,328 3,745

13,741 12,558 9,819 8,498

Future net minimum lease receivables committed for aircraft yet to be delivered are as follows:

Group Company
2019 2018 2019 2018
US$ million US$ million  US$ million US$ million

Within one year 87 108 40 68
Between one and two years 230 199 123 125
Between two and three years 242 282 123 185
Between three and four years 240 294 123 185
Between four and five years 240 292 123 185
After five years 1,689 2,221 854 1,399

2,728 3,396 1,386 2,147
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36.

37.

Commitments (cont’d)
(a) Operating lease commitments (cont’d)
(i) Operating lease commitments - As lessee

The Group leases office and facility spaces under non-cancellable operating lease
agreements. With the adoption of IFRS 16/SFRS(I) 16 Leases, the Group has recognised the
lease liabilities representing the present value of the minimum lease payments on the
statement of financial position as disclosed in Note 22. As at 31 December 2018, the future
minimum lease payments for the office leases were US$2.3 million payable within one year
and US$5.1 million between one and five years for the Group and US$1.9 million within one
year and US$4.6 million between one and five years for the Company.

(b) Capital expenditure commitments

As at 31 December 2019, the Group had committed to purchase various aircraft delivering
between 2020 and 2023. The amount of future commitments under purchase agreements,
including assumed escalation to delivery, was US$7,509 million to the end of 2023 (2018:
US$9,217 million to the end of 2021). This includes all commitments to purchase aircraft, including
those where an airline has a right to acquire the relevant aircraft on delivery.

Subsequent to 31 December 2019, the Group was notified by The Boeing Company (“Boeing”) of
the likely delivery schedule for the Group’s 87 Boeing model 737 MAX (“MAX”) aircraft between
2020 and 2023. In addition, (i) on 6 January 2020 the Group entered into a purchase agreement
with Airbus SAS for 20 Airbus A320 NEO family aircraft that are scheduled for delivery in 2023
and 2024 and (ii) on 9 March 2020 the Group entered into an agreement to acquire 22 Boeing
787 aircraft that are scheduled for delivery in 2020 and 2021 and that will be leased to a North
American airline under long term leases.

The MAX remains grounded and Boeing suspended production of the MAX in January 2020, and
it is therefore likely that a material number of the Group’s MAX aircraft currently scheduled for
delivery in 2020 will be delayed or deferred to later years. There is uncertainty surrounding the
timing of re-certification and return to service of the MAX, although all of the Group’s capital
expenditure commitments of US$7,509 million as at 31 December 2019 are presently expected
to be incurred by the end of 2023. As at 11 March 2020, the financial impact on the Group from
the delays caused by the grounding of the MAX cannot be reliably measured and the
management is closely monitoring the situation.

Contingent liabilities

Corporate guarantees for subsidiary companies

The Company has provided corporate guarantees for certain loans extended to its subsidiary
companies by the banks and for obligations under certain lease agreements entered into by the

subsidiary companies. As at 31 December 2019, the corporate guarantees for loans to subsidiary
companies amounted to approximately US$3,344.3 million (2018: US$4,232.3 million).
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38.

Classification of financial instruments and their fair values

The carrying amounts of each category of financial assets and financial liabilities, as defined in IFRS
9/SFRS(I) 9, are disclosed either in the statement of financial position or in the notes to the financial
statements.

Financial assets measured at amortised cost comprise trade receivables (Note 14), other receivables
(Note 15), short-term deposits (Note 16), cash and bank balances (Note 17), amounts due from
subsidiary companies (Note 32) and other non-current assets.

As at 31 December 2019, the financial assets measured at amortised cost for the Group and the
Company were US$413.4 million (2018: US$254.2 million) and US$1,722.9 million (2018: US$1,201.0
million), respectively.

Financial liabilities measured at amortised cost comprise liabilities associated with assets held for sale
(Note 18), trade and other payables (Note 19), loans and borrowings (Note 21), lease liabilities (Note
22), security deposits (Note 24), other non-current liabilities (Note 27) and lease liabilities to subsidiary
companies (Note 31).

As at 31 December 2019, the financial liabilities measured at amortised cost for the Group and the
Company were US$13,915.6 million (2018: US$12,770.3 million) and US$10,815.2 million (2018:
US$8,959.5 million), respectively.

(a) Financial instruments carried at fair values

Financial assets and liabilities at fair value through profit or loss comprise derivative financial
instruments (Note 13).

The fair values of the derivative financial instruments are determined by reference to marked-to-
market values provided by counterparties. The fair value measurement of all derivative financial
instruments under the Group are classified under Level 2 of the fair value hierarchy, for which
inputs other than quoted prices that are observable for the asset or liability, either directly (that is,
as prices) or indirectly (that is, derived from prices) are included as inputs for the determination of
fair value.

(b) Financial instruments whose carrying amounts approximate fair values

Management has determined that except for derivative financial instruments, the carrying amounts
of its current financial assets and liabilities, reasonably approximate their fair values because these
are mostly short-term in nature or are repriced frequently. Amounts due from subsidiary companies
approximate their fair value because these are repriced frequently.

Non-current loans and borrowings reasonably approximate their fair values for those that are at

floating rate and are re-priced to market interest rates on or near the end of each year for the
respective financial year.
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38.

39.

Classification of financial instruments and their fair values (cont’d)
(c) Financial instruments not measured at fair value, for which fair value is disclosed
Set out below is a comparison of carrying amounts and fair values of all of the Group’s and

Company’s financial instruments not measured at fair value.
Group and Company

2019 2018
US$'000 US$'000
Medium term notes :
Carrying amounts 6,661,979 4,578,648
Fair values 6,817,043 4,492,516

As at 31 December 2019, the fair value measurements of the above financial instruments were
classified under Level 1 of the fair value hierarchy as these amounts were based on quoted prices,
except for the carrying amount of US$159.5 million (2018: US$102.2 million) with fair value of
US$158.7 million (2018: US$98.5 million) which was classified under Level 2 of the fair value
hierarchy as it was determined based on indicative bid price obtained from a counterparty.

Financial risk management objectives and policies

The main risks arising from the Group’s financial instruments are interest rate risk, liquidity risk, credit
risk and foreign exchange risk. The Group reviews and agrees policies for managing each of these
risks. The following sections provide details regarding the Group’s exposure to financial risks and the
objectives, policies and processes for the management of these risks.

There has been no significant change to the Group’s exposure to these financial risks or the manner
in which it manages and measures the risks.

(a) Interest rate risk

Interest rate risk is the risk that the fair values or future cash flows of the Group’s financial
instruments will fluctuate because of changes in market interest rates. The Group’s exposure to
interest rate risk arises primarily from its loans and borrowings and lease rental income.

The Group obtains financing through loans and capital market notes. The Group’s objective is to
obtain the most favourable interest rates available on acceptable terms and conditions.

A portion of the Group'’s financial assets and liabilities are based on floating interest rates pegged
to US Dollar LIBOR and are contractually repriced at intervals of less than 12 months from the end
of each year. Interest rate exposure for the Group arises when the Group collects fixed rate rentals
but pays floating interest rate under its borrowings.

The Group’s policy is to hedge at least 50% of its mismatched interest rate exposure through
appropriate interest rate derivative financial instruments and borrowing fixed rate debts. At the end
of the year, the Group had hedged approximately 90% (2018: 80%) of the Group’s mismatched
interest rate exposure.
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39. Financial risk management objectives and policies (cont’d)

(a) Interest rate risk (cont’d)

Sensitivity analysis for interest rate risk

A sensitivity analysis is performed based on the following assumptions on the outstanding financial
instruments of the Group at the end of the year:

(i) Changes in interest rates affect the interest income or finance expenses of variable interest
financial instruments which include short-term deposits and floating rate loans.

(i) Changes in interest rates affect the fair values of derivative financial instruments.

(iiiy Changes in the fair values of derivative financial instruments and other financial assets and
liabilities are estimated by discounting the future cash flows to net present values using
appropriate market rates prevailing at the end of the year.

For a more meaningful analysis on the impact of a change in floating interest rates, the sensitivity
analysis includes the effect of such a change on the lease rental income in order to determine the
potential impact on the Group’s net profit after tax.

Under these assumptions, an increase or decrease in US Dollar floating interest rates of 25 basis
points (2018: 25 basis points) with all other variables held constant will have the following effect
on the Group’s profit net of tax and the Group’s hedging reserve in equity. The assumed movement
in basis points for interest rate sensitivity analysis is based on the currently observable market
environment.

Group
Increase/
(decrease)
Increase/ on hedging

(decrease) reserve net

on profit net of tax in
Basis points of tax equity
US$'000 US$'000
2019
Increase in interest rate +25 34 25,827
Decrease in interest rate -25 (34) (26,137)
2018
Increase in interest rate +25 (2,835) 23,319
Decrease in interest rate -25 2,835 (23,630)
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39.

Financial risk management objectives and policies (cont’d)

(b) Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in meeting financial obligations due
to a mismatch of assets and liabilities and/or due to refinancing risk.

The Group’s primary sources of liquidity have principally comprised bank balances, cash
generated by aircraft leasing operations, proceeds from aircraft sales and loans and borrowings.
The Group’s business is capital intensive, requiring significant investments and borrowings in
order to grow and to maintain a young aircraft fleet. The cash flows from operations, particularly
revenues from operating leases of aircraft, have historically provided a significant portion of the
liquidity for these investments.

To ensure that the Group is able to meet its financial obligations, the Group’s policy is to have its
loan repayment spread over substantial periods of up to 12 years, and also to have available
committed credit facilities from banks.

As at 31 December 2019, the Group had unutilised unsecured committed revolving credit facilities
of US$3,655 million (2018: US$2,841 million) and a committed unutilised unsecured term loan
facility of US$700 million (2018: US$750 million).

As at 31 December 2019, approximately 13% (2018: 12%) of the Group’s gross debt would have
matured in less than one year.
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39. Financial risk management objectives and policies (cont’d)
(b) Liquidity risk (cont’d)
Analysis of financial liabilities by remaining contractual maturities

The table below summarises the maturity profile of the Group’s and the Company’s financial
liabilities at the end of the year based on contractual undiscounted repayment obligations.

Group
One year or  Oneto five Over five
less years years Total

2019 US$'000 US$'000 US$'000 US$'000
Financial liabilities:
Trade and other payables 206,298 - - 206,298
Loans and borrowings 1,780,061 8,863,311 2,869,904 13,513,276
Estimated interest and net

swap payments 423,129 1,065,008 261,121 1,749,258
Lease liabilities 2,293 8,087 1,150 11,530
Security deposits 34,375 41,253 265,147 340,775
Liabilities associated with

assets held for sale 64,766 - - 64,766
Other non-current liabilities - 42,955 - 42,955
Total undiscounted financial

liabilities 2,510,922 10,020,614 3,397,322 15,928,858
2018
Financial liabilities:
Trade and other payables 156,923 - - 156,923
Loans and borrowings 1,450,566 8,787,401 2,237,655 12,475,622
Estimated interest and net

swap payments 411,958 1,049,134 217,891 1,678,983
Security deposits 47,623 33,534 248,440 329,597
Other non-current liabilities - 67,101 - 67,101
Total undiscounted financial

2,067,070 9,937,170 2,703,986 14,708,226

liabilities
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39. Financial risk management objectives and policies (cont’d)
(b) Liquidity risk (cont’d)

Analysis of financial liabilities by remaining contractual maturities (cont’d)

Company
Oneyear Oneto five Over five
or less years years Total

2019 US$'000 US$'000 US$'000 US$'000
Financial liabilities:
Trade and other payables 146,778 - - 146,778
Loans and borrowings 1,328,653 5,981,054 2,859,310 10,169,017
Estimated interest and net swap

payments 348,177 918,422 261,121 1,527,720
Security deposits 11,647 24,804 161,914 198,365
Lease liabilities 1,602 6,287 786 8,675
Lease liabilities to subsidiary

companies 110,262 320,320 10,593 441,175
Liabilities associated with assets

held for sale 30,667 - - 30,667
Other non-current liabilities - 34,888 - 34,888
Total undiscounted financial

liabilities 1,977,786 7,285,775 3,293,724 12,557,285
2018
Financial liabilities:
Trade and other payables 106,106 - - 106,106
Loans and borrowings 442,239 5,704,091 2,096,963 8,243,293
Estimated interest and net swap

payments 295,341 761,185 209,812 1,266,338
Lease liabilities to subsidiary

companies 112,922 399,231 63,749 575,902
Security deposits 16,505 25,978 129,943 172,426
Other non-current liabilities - 56,975 - 56,975
Total undiscounted financial

liabilities 973,113 6,947,460 2,500,467 10,421,040
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39.

Financial risk management objectives and policies (cont’d)

(c) Creditrisk

Credit risk is the risk of loss that may arise on outstanding financial instruments should a
counterparty default on its obligations.

The Group is exposed to credit risk in the carrying amounts of trade and other receivables,
derivative financial instruments, short-term deposits and cash and bank balances. Typically, the
Group’s leasing arrangements require lessees to pay rentals in advance and to provide security
deposits and in certain cases maintenance reserves. However, an early termination of a lease due
to a credit event may expose the Group to consequential economic loss due to lower rentals being
available from replacement lessees and also possible costs associated with repossession, repair
and maintenance and transitioning of the aircraft to a new lessee.

The Group’s objective is to seek continual revenue growth while minimising credit losses. The
Group undertakes credit appraisals on all potential lessees before entering into new leases and
reviews the credit status of lessees annually. The Group also reviews the credit standing of
vendors where significant and/or long-term procurement contracts are being contemplated.

The Group considers the probability of default upon initial recognition of asset and whether there
has been a significant increase in credit risk on an ongoing basis throughout each reporting period.

The Group’s policy is to undertake deposit and derivative transactions with reputable financial
institutions which command an investment grade rating, typically not lower than the equivalent of
S&P Global Ratings credit rating of “A-".

(i) Exposure to credit risk

At the end of the year, the Group’s maximum exposure to credit risk was represented by:

- the carrying amount of each class of financial assets recognised in the statement of
financial position, including derivatives with positive fair values; and

- corporate guarantees provided by the Group to the lenders on loans taken up by

subsidiary companies, and also in certain lease agreements entered into by subsidiary
companies.
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39. Financial risk management objectives and policies (cont’d)
(c) Creditrisk (cont’d)
(i) Credit risk concentration profile

The Group determines concentrations of credit risk by monitoring individual debtor and
regional exposure to its trade receivables, net of allowance for impairment losses, on an
ongoing basis. The credit risk concentration profile of the Group’s trade receivables by
debtor’'s geographic region based on the jurisdiction of each debtor under the relevant
contracts was as follows:

2019 2018
US$'000 % US$'000 %
Asia Pacific (excludes Chinese
Mainland, Hong Kong SAR,
Macau SAR and Taiwan) 5,014 27.5 3,762 47.1
Chinese Mainland, Hong Kong
SAR, Macau SAR and Taiwan 11,599 63.6 348 4.4
Americas 460 2.5 - -
Europe 1,159 6.4 2,516 315
Middle East and Africa - - 1,358 17.0
18,232 100.0 7,984 100.0

(i) Financial assets that were neither past due nor impaired

Trade and other receivables that were neither past due nor impaired were either creditworthy
receivables with good payment records with the Group or receivables which were
contractually deferred by mutual agreement or were less than the security deposits held by
the Group. Cash and cash equivalents and derivatives that are neither past due nor impaired
are placed with or entered into with reputable financial institutions or companies with high
credit ratings.

(iv) Financial assets that are either past due or impaired

Information regarding financial assets that are either past due or impaired is disclosed in
Note 14.

(d) Foreign currency risk

The Group has transactional currency exposures mainly arising from its borrowings that are
denominated in a currency other than the functional currency of the Group.

All loans and borrowings which are denominated in Australian Dollar, Chinese Yuan, Hong Kong
Dollar and Singapore Dollar are swapped into United States Dollar. Foreign currency exposure
arises as the Group’s revenues and principal assets are denominated in United States Dollar. The
Group primarily utilises cross-currency interest rate swap contracts to hedge its financial liabilities
denominated in Australian Dollar, Chinese Yuan, Hong Kong Dollar and Singapore Dollar.

As a result of the Group’s hedging as described above, a movement in foreign currency exchange
rate is not expected to have a material impact on the Group’s financial statements.
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40.

Capital management

The primary objective of the Group’s capital management is to maximise shareholder value given an
optimal debt to equity structure.

The Group manages its capital structure through the use of equity and debt after taking into account
its capital expenditure and financing requirements. To maintain or adjust the capital structure, the
Group may request for additional capital from the shareholders, adjust dividend payments to the
shareholders or return capital to the shareholders.

The Group monitors its gearing, which is gross debt divided by total equity. The Group ensures that it
operates within the gearing covenant in its loan facilities and to maintain its investment grade credit
rating. Gross debt comprises the Group’s loans and borrowings before adjustments for deferred debt
issue costs, fair values, revaluations and discounts/premiums to medium term notes. Total equity
refers to the equity attributable to owners of the Company.

There were no changes made in the objectives, policies and processes during the year ended
31 December 2019 and 31 December 2018.

During the year ended 31 December 2019, the Group issued US$2.1 hillion (2018: US$1.7 billion) of
notes under the Global Medium Term Note and utilised US$640 million (2018: US$1.4 billion) under
its committed revolving credit facilities as at 31 December 2019. There was no significant change in
the Group's gearing as set out in the table below.

Group
2019 2018
US$'000 US$'000
Gross debt 13,513,276 12,475,622
Total equity 4,580,914 4,199,026
Gearing (times) 29 3.0
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41.

Basic and diluted earnings per share

Basic earnings per share is calculated by dividing profit for the year attributable to owners of the
Company by the weighted average number of ordinary shares outstanding during the year.

Diluted earnings per share is calculated by dividing profit for the year attributable to owners of the
Company by the weighted average number of ordinary shares outstanding during the year plus the
weighted average number of ordinary shares that would be issued on the conversion of all the dilutive
potential ordinary shares into ordinary shares. There were no dilutive potential ordinary shares as at
31 December 2019 and 31 December 2018.

The following tables reflect the profit and share data used in the computation of basic and diluted
earnings per share:

Group
2019 2018

Earnings
Earnings used in the computation of basic and diluted earnings

per share (profit for the year attributable to owners of the

Company) (US$'000) 702,259 620,439
Number of shares
Weighted average number of ordinary shares of basic and

diluted earnings per share computation ('000) 694,010 694,010
Basic earnings per share (US$) 1.01 0.89
Diluted earnings per share (US$) 1.01 0.89
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42.

Segmental analysis

All revenues are derived from the Group's principal activities of leasing and management of aircraft
leases and other related activities. There is no known seasonality of the Group’s contracted revenues.
The main revenue and assets are analysed by geographical region as follows:

(@) Lease rental income
Lease rental income is derived from leasing of aircraft to various airline customers around the

world. The distribution of lease rental income by geographic region based on the jurisdiction of
each airline customer under the relevant operating lease was as follows:

2019 2018
US$ million % US$ million %
Asia Pacific (excludes Chinese Mainland,
Hong Kong SAR, Macau SAR and Taiwan) 404 23.7 378 24.5
Chinese Mainland, Hong Kong SAR, Macau
SAR and Taiwan 501 29.4 443 28.7
Americas 153 9.0 184 11.9
Europe 457 26.8 379 24.6
Middle East and Africa 189 111 159 10.3
1,704 100.0 1,543 100.0

Other than the lease rental income attributable to airline customers in Chinese Mainland, Hong
Kong SAR, Macau SAR and Taiwan which accounted for 29.4% of the total lease rental income
for the year ended 31 December 2019 (2018: 28.7%), there was no other country concentration
in excess of 10% of the total lease rental income in either 2019 or 2018.
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42. Segmental analysis (cont’d)
(b) Net book value of aircraft

The distribution of net book value of aircraft (including assets held for sale) by geographic region
based on the jurisdiction of each airline customer under the relevant operating lease was as

follows:
2019 2018
US$ million % US$ million %
Asia Pacific (excludes Chinese Mainland,
Hong Kong SAR, Macau SAR and Taiwan) 3,858 23.0 3,424 22.9
Chinese Mainland, Hong Kong SAR, Macau
SAR and Taiwan 5,136 30.6 4,685 31.3
Americas 1,152 6.9 1,395 9.4
Europe 4,534 27.1 3,536 23.6
Middle East and Africa 2,080 12.4 1,918 12.8
16,760 100.0 14,958 100.0
Group
Represented by: 2019 2018
US$ million US$ million
Property, plant and equipment (Note 12) 16,436 14,958
Assets held for sale (Note 18) 324 -
16,760 14,958

The net book value of aircraft leased to airline customers in Chinese Mainland, Hong Kong SAR,
Macau SAR and Taiwan accounted for 30.6% and in Qatar accounted for 10.4% of the total net
book value as at 31 December 2019 (2018: Chinese Mainland, Hong Kong SAR, Macau SAR and
Taiwan accounted for 31.3%). Other than as disclosed above, there was no other country
concentration in excess of 10% of the total net book value in either 2019 or 2018.

43. Authorisation of financial statements for issue

The financial statements for the year ended 31 December 2019 were authorised for issue in
accordance with a resolution of the directors passed on 11 March 2020.
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