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B Presenter information

n Important information

You do not have to give any contact information, but if
you do 1t will help Companies House if there 15 a query
on the form The contact information you give will be
wisible to searchers of the public record

Contact name

Viacheslav Chumakov

Comeany2me. DRIVATE JOINT STOCK COMPANY
“UKRAINE INTERNATIONAL AIRLINES"

| Address

4 Lysenko St

|
|
1 PoS1 town Kyiv

County/Region

m bl ll T[T

|ox

| Telephone

Checklist

We may return forms completed incorrectly or
with information missing

Please make sure you have remembered the

following

O The company name and, If appropriate, the
registered number, match the information held on
the public Register

[} You have completed all sections of the form,
if appropriate

O You have signed the form

Please note that all this information will appear
on the public record

E Where to send

You may return this form to any Companies
House address

England and Wales

The Registrar of Companies, Companies House,
Crown Way, Cardiff, Wales, CF14 3UZ

DX 33050 Cardiff

Scotland

The Registrar of Companies, Companies House,
Fourth floor, Edinburgh Quay 2,

139 Fountainbridge, Edinburgh, Scotland, EH3 9FF
DX ED235 Edinburgh 1

or LP - 4 Edinburgh 2 {Legal Post}

Northern Ireland

The Registrar of Companies, Companies House,
Second Floor, The Linenhall, 32-38 Linenhall Street,
Belfast, Northern lreland, BT2 8BG

DX 481 NR Belfast1

ﬂ Further information

For further information, please see the guidance notes
on the website at www companieshouse gov uk
or emall enquines@companieshouse gov uk

This form is available in an
alternative format. Please visit the
forms page on the website at
www.companieshouse.gov.uk

This has been provided free of charge by Compantes House
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INDEPENDENT AUDITORS' REPORT

To the shareholders and the Board of Directors of Closed Joint Stock Company “Ukraine International Airtines”

We have sudited the accompanying consolldated financial statements of Closed Joint Stock Company
“Ukraine International Arrlines™ and its subsidiary (hereinafter together referred to as the “Group™), which
compnise the consolidated statement of financial position as at 31 December 2009 and the consolidated
statement of comprehensive income, consolidated statement of changes in equity and consolidated statement
of cash flows for the year then ended, and a summary of significant accounting policies and other explanatory
notes

Management's Responsibiity for the Financial Statements

Management s responsible lor the preparation and fair presentation of these consolldated financiai
statements in accordance with International Financia! Reporting Standards. This responsibility includes
designing, imptementing and maintatning internal control relevant to the preparation and fawr presentation of
consolidated financial statements that are free from material misstatement, whether due to fraud or error,
selecting and applying appropriate accounting polictes, and making accounting estimates that are reasonable
in the circumstances,

Auditor's Responsibility

Our responsibility 1s to express an opinion on these consohdated financial statements based on our audit We
conducted our audit in accordance with International Standards on Auditing. Those standards require that we
comply with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the
consohdated financial statements are free from material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements The procedures selected depend on the auditors’ judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error In making those
risk assessments, the auditor considers internal control relevant to the entity's preparation and fawr
presentation of the financial statements 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 management, as well as evaluating the overall presentation
of the financial statements

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinicn

Basis for Quatified Opinion

1) As described 1n Note 2 4, the Group considers that its route rights have indefirite usefut life The
Group has amortised its route nghts until 2004, the year untd which amortisation was required by IAS 38
€1998), and has ceased further amortisation of its route rights after 2004 In ocur opinion these route rights
shouid be amortised over the period for which exclusivity has been guaranteed. If amortised on a straight iine
basis over the period of guaranteed exclusivity, the carrying value of route rights as of 31 December 2009
would be reduced by the amount of additional accumulated amortisation of USD 25,921 thousand (2008
UsSD 23,490 thousand), the net profit for the year ended 31 December 2009 would be decreased by USD
2,431 thousand (2008 USD 2,432 thousand) and accumulated deficit as of 31 December 2009 would be
increased by USD 25,921 thousand (2008 USD 23,490 thousand)
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2) As described in Note 23, the Group has included convertible preference shares of USD 5,400
thousand with non-discretionary cividends in equity and dividend distribution in the consolidated statement of
changes In equity. In accordance with International Accounting Standard 32 “Financial Instruments
Presentation” ('IAS 32"), these converiible preference shares should be accounted for as a compound
financial instruments having both debt and equity components The dividends payable each year should be
treated as a finance expense In the consolidated statement of comprehensive income. The impact of the
departure from 1AS 32 is overstating the net profit for 2009 by USD 388 thousand (2008: USD 391
thousand) and overstating net assets and equity by USD 3,500 thousand (2008. USD 3,500 thousand)

Quairfied Opinion

In our opinion, except for the effect on the consclidated financial statements of the matters described In the
Basis for Qualtfied Opinion paragraphs, the consohdated financtal statements present fairly, in alt material
respects, the financial position of the Group as at 31 December 2009, and its financial performance and its
cash flows for the year then ended In accordance with International Financial Reporting Standards

gﬂg/ 7 %ff%/ Serree LC

9 Aprd 2010




Closed fomit Stock Company “Ukramne International Aurlines™ 2009 Consolidsted Financral Statements

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2009

{Thousands of US Dollars)
, W Nowes 2009 2008
['ratfic revenue 3 263,933 351,258
Orher revenue 3 19,235 19,777
Total tevenue 283,168 371,035
Fuel costs 69,847) (133,350)
Handling charges and catering costs 4 (42,582) (41,506}
Landing fees and route charges 5 (35,692) (36,378)
Mrcraft operanng lease costs G (31,849 (27,363)
Engineenng and other arrcraft costs 7 {30,55%9) (35,079
Employec costs 8 (31,143) {34,226)
Sclling costs 9 (16,580} (22,123)
Deprectatton and amorbsation 14,16 (3.775) (3.375)
Other operanng expenses 10 (14,3913 {15,675)
Total expenditures on operations (276,418) (349,076)
Operating profit 6,750 21,960
{.0ss on disposal of subsidian - (37
Foreign currency loss (974) (7,762)
Share of results of associates 18 - (150)
Fmance costs, net 11 (3,309 {2,852)
Other non-operating expenses 12 {506) (1,120
Profit before income tax 1,961 16,039
Income tax expense 13 {637) (3,815)
Profit for the year 1,324 6,224
Other comprehensive income
Revaluation of buldings - 1,797
Income fa effect - {449)
Total other comprehensive income, net of tax - 1,348
Total comprehensive mmcome for the year, net of tax 1,324 7,572
Profit artributable to
Equity holders of the parent 1,319 6,311
Minonty intereses 5 (87)
1,324 6,224
‘Total comprchensive income aunbutable to:
Equty holders of the parent 1,319 7,659
AMinorty nterests 5 (87}
1,324 7,572

Signed and awthonsed for telease on behalf of the Board of CJSC “Ukrmine Internatonal Aubines™

Yuny Mroshmkov M\/_mmdem
Rarl Dandler )&)’l Z %MD £L / Deputy Presrdent

9 Apni 2010

"V he uccompanyeng notes on pages 5 o 30 are an integral part of these finanaal statements
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Closed Jqur Stotk Company “Ukramne Intermational Aslines”

2009 Consolidated Financral Statemenss

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 31 December 2009
(Thousands of US Dellars)

ASSETS &
Non-current astsets
Property and equipment
Route nghts

Other intangible assets
Deferred tax asset

Current asscts

Expendable spare parts and other inventory
Trade and other recervables

Prepayments and other current assets

Cash and cash equavalents

TOTAL ASSETS

EQUITY AND LIABILITIES

Equaty attnbutable to equity holders of the parent

Share capital
Treasury shares
Revalustion reserve
Accumulated deficnt

Non-centrolling interest
Total equity

Non-current habihties
Long-term borrowings
Provisions

Current hiabilines

Shott-term bortowings

Trade accounts payable and advances received
Aur teaffic habiliy

Cther halilines

Provisions

Total habihties
TOTAL EQUITY AND LIABILITIES

L o8
i 9

Naotes 2009 2008
14 31,763 30,482
15 25,921 25,921
16 512 224
13 1,199 836

59,395 57,463

19 6,09 6,030
20 15,596 14,643
21 20,709 19,307
22 5,062 8,055
47,458 48,125

106,853 105,588

23

54,400 54,400

31 (3,250) .
1,638 1,638
(12,996) (13,750)

39,792 42,288

20 15

39,812 42,303

27 19,919 20,759
24 5,643 4,521
25,562 25,280

27 1,840 1,708
25 24,554 23,835
9,599 9,037

26 4,005 2,701
24 1,481 724
41,479 38,005

67,041 63,285

106,853 105,588

The accompanying notes o pages 5 to 30 are an integral part of these finannal staterunts
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Closed Joint Stock Company “Ukraine International Auchines™

2009 Consolidated Financial Statements

CONSOLIDATED STATEMENT OF CASH FLOWS

For thbyear ended 31 December 2009
{Thousands of US Dollars)

Norte
Cperating activiticy
Profit before income tax
Non-cash sdjusunents to reconcde profit before income tax to net cash Howy.
Deprecianon and amornsanon 14,16
Movements i1 prowisions 10, 24
Net foresgn exchange gan
Non-recoverable VAT 12
Loss on disposal pf property and equipment
Loss on dispaosal of rotable spare parts
Interest expense 11
Intetest mncome 11
Share of net loss of associate 18
Loss on disposal of subsichary
Working capual adjustments
Increase in expendable spare parts and other imnventory
Increase in rmde and other recervables
Increase in prepayments and other current assets
Increase in trade accounts payable and advances recesved
Inctease mn auw eraffic hababiy
Increase in other habilines

Interest received
Income tax pmd
Net cash flows from operanng actrities

Investng actvities
Purchase of rotable spare pans and improvements on leased assets
Purchase of propenty and equipment and other intangible assets

Net cash flows used 1n investing activities

Financing acuvities

Net proceeds from / (repayment of) borrowings
Interest pad

Dividends puid on preference shares

Dridends pard on ordinary shares

Treasury shares purchase

(Placement) / withdrawal of restncted cash deposits

Net cush lows used n financing acavities

Net tnerease / (decrease) in cash and cash equivalents
Cash and cash equuvalents at 1 January

B R

Cash and cash equivalents at 31 December

’

.-;.

1

2009 2008
1.961 10,039
3,775 3,375
2,650 626
(974) (1,393)
387 554
7 566
902 2,269
2961 2,690
(64) (263)

. 150

- 37

{61) (1.437)
(1,006) (128)
(2,201) (2,839)
1,298 5,743
562 513
114 241
10,384 20,743
64 263
(1,041) (6,762)
9,407 14,304
(4,449) (5.238)
(1,868) (3.738)
(6,317) (8,976)
(708) 565
(2,960) (2,703)
(388) (391)
am -
(1,850) -
104 (272)
(5,979) (2,801)
(2,889) 2,527
7,669 5142
4,780 7,669

The accompanying not2s on pages 5 to 30 are an integral part of thesz finaraal staterents




Closed

¢ Stock Company “Ukrune Intemanonal Aiclines”

2009 Conschdated Financial Statementa

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2009

{(Thosusands of US Dollars}

L4
I
*

1 Jaguary 2008

Profit for the year

Other comprehensive income

Total comprehensive income

Dividends to equity holders of
the parent (Note 23)

31 December 2008

Profit for the year

Shares purchase

Dandends to equity holders of
the parent (Note 23)

31 December 2009

Arrzbutable to equity holders of the parent

Non-

Share Treasury Revaluatton Accumulated conrrolling Total
capital shares reserve deficit Total  interest  equuy
54,460 - 290 (19,670) 35,020 102 35,122

- - - 6,311 6311 (87 6,224

- - 1,348 - 1,348 - 1,348

- - 1,348 6311 7,659 (8n 7572

- - - (321)  (391) - (391
54,400 - 1,638 (13,750) 42,288 15 42,303
- - 1,319 1,319 § 1324

N FLG) . - (3250) - (3.250)

- - - (565) _ (565) - (565)
54,400 {3,250) 1,638 (12,996) 35,792 20 39,812

The accompanying notes on pages 5 1o 30 are an integral part of these finanaal statements



Closed JoiatStock Company “Ukrune International Asrlines”  Notes 10 the 2009 Consoldated Financal Statements
{Thoegands of US Dollars, unitss etherwese indscared)

1. Corporate information ’
Closed Joint Stock Company “Ukrane International Aurines” (referred o herein as “Ukrame Internanonal Airbines”
or the “Campany’”) was incorporated in Ukrune on 2% October 1992

‘The prncipal actiymes of the Company consist of the provision of commeraal passenger and cargo transporanon
services pnmaoly getween selected destinations in Western Europe, Asia and Ukraine and between cities of Ukrune
The consoldated financial statements wnclude the financial statements of Closed Jomt Stock Company “Ukraine
Intemagonal Auhnes” and the subsidiary Lamuted Liabiity Company “COENT” (together referred 1o herein as the
“Group™)

As at 31 December the Company’s pnincipal subsidianes and associate were as follows

Country of 2009 2008
Enuty iIncorporation Activity share % share %
Subidianes,
COENT LLC Ukrane Trunming and techrology insertion services 700 700
Ukene Aeroservice GmbH ~ Germany General sales agent of the Company - 520
Assoerate
Swassport Ukraine LLC Uktaine Passengers handling services 294 294

1n 2009 Ukrune Aeroservice GmbH was closed down and legally deleted from the company register.
The Company's registered office 1s located at- 4 Lysenko St , Kyv, 01034, Ukraine

The consolidated financial statements of the Group for the year ended 31 December 2009 were authonzed for 1ssue
by the Company’s management on 9 Apnl 2010

21  Basis of preparation

The cansohdated financal statements have been prepared under the histoncal cost basis, except for buldings that
have heen measured at fair valee

The consolidated financial statements are presented 1n the United States dollars (“USD” or “US dollar”) and ali values
are rounded to the nearest thousand except when otherwnse indicated

Statement of compliance

These consohdated financial sratements have been prepared 1n accordance with Intemanonal Financial Reporting
Standards (“IFRS") as 1ssued by the International Accounting Standards Board (“LASB™)

Basis of consohdation

Subsidhanes are fully consolidated from the date of acquisinon, being the date on which the Group obtamns conuol,
and continue to be consohdated unnl the date that such control ceases The finanaial statements of the subsidianes are
prepared for the same reporung penod as the parent company, using consistent accounting policies All mtra-group
balances, income and expenscs, unrealised guns and losses and dividends resulting from ntn-group transacuons are
chrmnated o full

A change 1 the ownership interest of a subsidiary, without a change of control, is accounted for as zn equity
transaction

Losses are attnbuted to the non-controlling interest even 1f that results in a deficat balance

22 Changes in accounting policies and disclosures

The accounting pghcies adopred are conststent with those of the previous Gnancial year except as follows

The Group has adopted the following new and amended IFRS and IFRIC tnterpretations as of 1 January 2009

o TFRS 2 Share based Payment. Vesting Conditrons and Cuncellattons effectve 1 January 2009

o [FRS 2 Share-based Payruenr. Group Cach-settled Share-based Payment Transactrons effecuve 1 January 2010 {early
adopted)

o [FRS 3 Busness Combunationt (Revesed) and 1AS 27 Consolidated and Separate Financial Statements (Amended) effecuve 1
July 2009 {eatly adopted) including consequental amendments to IFRS 7, IAS 21, IAS 28, IAS 31 and IAS 39

e IFRS 7 Finanaal Instruments Disclysures effecnve 1 January 2009

s LAS 1 Presentatron of Financiaf Statements effecave 1 January 2009

e LAS 23 Boronzng Casts {(Revesed) effecnve 1 January 2009

o LAS 32 Feranaol Instruments Presentation and LAS 1 Putrable Financal Instruments and Qbliganons Ansing on Leguedation
cffecuve 1 January 2009

o LAS 39 Fimanaed Instrunents. Recogmnton and Measarernent — Eligbie [ ledged ltems effective 1 July 2009 (early adopted)

3




Closed [gﬁat'Sto!k Company “Ukrane International Aurlines”  Notes to the 2009 Consolidsted Financial Statements
(Thowsands of US Dollars, unless otherwise indicated)

2.2  Changes in accounting policies and disclosures (continued)

o TFRIC 9 Remeasurement of Embedded Denwatives and IAS 39 Fenanceal Instruments Recogrition and Measurement effective
for penods ending on or after 30 June 2009

IFRIC 16 Hedges of @ Net Investment int a Foresgn Operation effective 1 October 2008

IFRIC 17 Dutnbutons of Non-cash Assets to Owners effective 1 July 2009 (eadly adopted)

IFRIC 18 Trangfers of Assets from Custormers effecuve 1 July 2009 (enzly adopred)

Improvements to IFRSs (Apnl 2009, early adopted)

When the adoption of the standard or mierpretanon 15 deemed to have an wmpact on the consobdated financul
statements or performance of the Group, its impact is descnbed below-

IFRS 7 Fipanctal Instrements Dusclossres

The amended standard requires additional disclosures about far value measurement and hquidity nisk Faur value
measurements related to tems recorded at fair value are to be disclosed by source of mputs using a three level faur
value hierarchy, by class, for all financial instruments recognsed at fair value In addition, a reconciliation between the
bepinmung and ending balance for level 3 far value measurements 1s now required, as well as sigmificant transfers
berween levels 1 the faur value hierarchy The amendments also clanfy the requirements for hqudity nsk disclosures
wath tespect to derivatve transactions and assets used for hquidity management. The Group has no items recorded at
far value The hqudity nsk disclosures are not sigmificantly impacted by the amendments and are presented in
Note 30

LAS 1 Presentation of Fenanaal Siatements

‘The revised standard separates owner and non-owner changes in equuty The statement of changes 1 equity includes
only detads of mansacuons wath owners, with non-owner changes in equity presented 1 a reconciliation of each
component of equity In addinon, the standard introduces the statement of comprehensive tncome it presents all
ntems of recogmsed income and expense, either 1n one single statement, or in two linked satements The Group has
clected o present one starement

LAS 23 Borronang Coits

The revised IAS 23 requres capstabsatton of borrowing costs thar are directly attmbumable to the acquisiton,
construction oz production of a qualifying asset. The Group's previous policy was to expense borrowing costs as they
were mncurred In accordance wath the trnsivonal provisions of the amended LAS 23, the Group has adopted the
standard on a prospective basis

Improvements to IFRS s

In Apnl 2009 the IASB 1ssued ommbus of amendments to its standards, pomanly with a view to removing
tnconsistencies and clanfying wording Ihere are scparate transintonal provisions for each stundard The adopuon of
the following amendments resulted m changes to accountng policies but did not have any impact on the financial
positton or performance of the Group

®  1AS 18 Recrawr The Board has added guidance (which accompantes the stmandard) to determine whether an ennty
15 acting as a pancipal or as an agent The features to consider are whether the enury:
*  has pnmary responsibility for providing the goods or service,
+ has inventory nsk,
¢ has discretion 1n establishung prices,
e hears the credit nsk
The Group has agsessed its revenue arrangements against these cntena and concluded that 1t 15 acang as poneipal in
all arrangements ;I'hc revenue recogniion accounting pohcy has been updated accordingly

Other amendments resulung from Improvements to IFRSs to the following sindards did not have any impact on the
accounnng pohicies, financial posiion or performance of the Group

IFRS 2 $hare-based Payrrent

TFRS 5 Nenurrent Assers Held for Sale and Descontined Operations

1IFRS 7 Finaraal Instrioments: Duclosures

IFRS 8 Oprrassng Segreens Information

1AS 7 Statement of Cash Flowr

1AS B Aciounting Polices, Changr in Accosnting Estimates and Error

IAS 10 Erents after the Reporting Pertod

= IAS 19 Erployes Benefiey

o 1AS 20 slawuaiing for Government Granis and Dusclosures of Government Asnistance




Closed Joint Stock Company “Ukraine Intemauonal Aulnes™  Notes to the 2009 Consobduted Finanaal Statements
(Thousands of US Dollars, unless othersvise indieated)

2.2 Changes in accounting policies and disclosures (continued)
Improvements to IFRS's frontinwed)

1AS 27 Consofidated and Separate Futancial Statenents

1AS 34 [ntens# Finanaal Reporting

1AS 36 Iemparrment of ArsetsIAS 39 Financal Initruments Reeogrtion and Measurement
LAS 40 Inrestment Propertios

TFRIC 9 Reassessment of Embedded Denvatives

IFRIC 16 Hedge of a Net Insestment in a Fareign Operanion

2.3 Significant accounting judgements, estimates and assumptions

The preparaton of the Group’s financul statements requires management to make judgments, esumates and
assumptions that effect the reported amounrs of revenues, expenses, assets and babihines, and the disclosure of
conungent babihities, at the reportng date However, uncestanty about these assumptions and estmates could result in
outcomes that could requure a matenal adjustment to the carrying amount of the asset or hability affected 10 the furure

Judgments

In the process of applying the Group’s accounnng policies, management has made the following judgment, apart from
those wmvolving esnmanons, which has the most sigmficant effect on the amounts recogrused in the financial
statements

Route nghts

As per the Company's charter the State Property Fund of Ukruine 0s one of the sharcholders granted certain route
nghts to the Company which have a cartymg amount of USD 25,921 thousand Management considers that these
route nghts have an mdefiate hife and therefore according to IAS 38 “Iatngible Assets” they are not subject to
regular amornsauoen.

Classifieation of lease agreements

A lease 1s classified as finance lease if 1t transfers substanpally ail the nsks and rewards meidental to ownership,
ortherwise 1t 15 classified as operating lease Whether a lease 13 a finance lease or an opemting lease depends on the
substance of the transaction rather than the form of the contract. If the lease term 15 for longer than 75 percent of the
economuc bife of the asset, or that at the mception of the lease the present value of the mmmum lease payments
amount to at least 90 percent of the fair value of the leased asser, the lease 18 classified by the Group as finance lease,
unless it 15 cleasly demonsirated otherwise

Estimates and assumptions

The key assumpuons concerming the future and other key sources of eshmation uncertamnty ot the reporting date, that
have n sigmficant nsk of causing a matertal adjusement to the carrying amounts of assets and babidities within the next
financial year are discussed below

Deferred Tae Asset

Deferred tax assets are recogrused for all deducable temporary differences to the extent that1s probable that taxable
profit wiil be available aganst which the deducuble temporary difference can be unbsed Sigmficant management
judgment 15 requred to determune the amount of deferred tax assets that can be recogrused, based upon the likely
urming and level of future taxable profins together wath future tax planning sirateges

Allowante for dowbiful aeconnts

The Group regularly reviews its trade and other recewvables, prepayments made to supphiers and other recavables o

assess mmpurment The Group uses its expenienced judgement to estmate the amount of any impairment loss in cases
where a contractor 15 in Gnuneid difficulnes

Penston Obligations

Post-employment benefits are generally sansfied by plans whiach are clasaified and accounted foras defined benefit plans
The present value of defined post-cmployment benefit obliganons and related current service cost are determined 1n
accordance with actuanal valuation, which rely on demographic and financal assumptons ncluding mortality, both
dunng and after employment, rates of employee tumover, discount rate, future salary and benefit levels and, to a bruted
extent, expected return on plan assets In the event that further changes 1n the key assumpnons are required, the furure
amounts of the pension benefit costs may be affected maregally More derads are provided 1n Note 24

-}
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23 Significant accounting judgements, estimates and assumptions (continued)

Estimates and assumptions {continued)

Litsgatrons .

The Group exerdgs constderable judgment 1 measuring and recognizing provisions and the exposure to conungent
Labihnes related to pending huganons or other outstanding clums subject to negotated setlement, mediatton,
arbitration or govemment regulsnion, as well as other contingent liabilides Judgement 1s necessary in assessing the
lkelhood that a pending claim will succeed, or a habwhty will anse, and to quantfy the possible range of the final
setflement. Because of the mnberent uncertantes 1o this evaluanon process, actual losses may be different from the
ongnally estmated provision These esnmates are subject to change as new mnformation becomes available, pamanly
with the support »f internal speciahists, 1f availzble, or wath the support of outside consultaats, such as actuanes or
legal counsel Revisions to the esnmates may sigmficantly affect future operatng results

Tasx and other regeelatory corplance rsks

Ukranan legslation and regulatons regarding taxation and other operamonal matiers, inchding currency exchange
control and custom regulanons, contnue to evolve Legislanon and regulanons are not always cleady watten and are
subject to varymg mterpretanons by local, regtonal and nanonal authonnes, and other Governmental bodies. Instances of
ncongistent mterpretatons are not unusual Management believes that us interprention of the relevant legsslanon 1s
appropnate and that the Group has complied with all regulanons and paid or accrued 2l taxes and wathholdmgs that are
applicable

At the same tme 1t 1s 2 nsk that transactons and mrerpretsnons that have not been challenged 1n the past may be
challenged by the authonues m the future, although this nsk sigaficantly diminishes wath passage of ame It 15 not
pracncal to deternune the amount of unasserted claims that may manufest, if any, or the hikelihood of any unfavourable
outcome

Revenus recogmation — omvles for Frequent fher programme

The Group estmates the far value of miles awarded under the Frequent flyer programme by applyng statistical
techmques Inputs to the models inchide maling assumpuons about expected redempnon rates and customer
preferences As mules 1ssued undes the programme do not expure, such esnmates are subject to sipruficant uncertamty

2.4  Summary of significant accounting policies
Investment 1n an associate

The Group’s tnvestment 1n its assocate 15 sccounted for using the equity method An assocate 15 an entity in which
the Group has significant mfluence

Under the equty method, the 1avestment in the assocte 1s carned in the statement of finanaal posinon at cost plus
post acquisiion changes mn the Group's share of net assets of the assocate Goodwall reanng to the associate 15
included 1n the carrying amount of the mvestment and ts neither amortised nor indivndually tested for impairment.

The mcome statement reflects the share of the results of operations of the associate Where there has been a change
tecogntsed directly 1n the equity of the assomate, the Group recognises ats share of nny changes and discloses thus,
when applicable, i the statement of changes n equiy Unrealised gains and losses reslang from transachons
hetween the Group and the nssociate are ehmmnated to the extent of the mterest 1n the assocte

The share of profit of associates 15 shown on the face of the income statement, This 18 the profit artabutable to equity
holders of the assouate and therefore 18 ptofit afier tax and non-contmlling interests i the subsidianes of the
assncintes

The financial sttements of the associate are prepared for the same reporting perod as the parent company Where
necessary, adjustments aze made to bnng the accounting policies m line wath those of the Group

After apphicauon of the equity method, the Group determunes whether it 15 necessazy to recognuse an addinonal
impaement loss on the Group’s investment 10 its associates The Group determnes at each reporung date whether
there 13 any objective evidence that the tnvestment 1n the assocte is tmpaued If this ts the case the Group calculates
the amount of mpasrment as the difference berween the recoverable amount of the associze and its canrying value
and recogruscs the amount 1n the mcome statement.

Upon Inss of significant influence over the associate, the Group measuzes and recognises any retanung nvestment at
us fur value Any difference between the casrying amount of the associate upon loss of sigmficant mfluence and the
fatr value of the retarung nvestment und proceeds from disposal are recogrused 1n profir or loss
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24.  Summary of significant accounting policies (continued)
Interest tn a joint venture

The Group has anmterest in 2 joint venture wiuch 1s 2 jomtly controlled enuty, wherely the venturers have a
¥

contractual armngpgcnt that establishes joint control ovet the aconomic acuvines of the ennty The Group 1ecognises
1ts 1nterest in thejoint venture using the proportionate consohdation method The Group combines 1ts proportionate
share of each of the assets, lizbiliaes, mcome and expenses of the jomt venture with simular sterns, hne by line, 1 1ts
consolidated financtal statements "Fhe finanaal statements of the joint venture are prepared for the same reporung
peniod as the parent company Adjustments are made where necessary to bang the accountng policies in lne with
those of the Group

Adjustments are made in the Group’s consolidated financial statements to ehmunate the Group's share of intmgroup
balances, mncome and expenses and uarealsed gans and losses on transactions between the Group and its jointly
controlled ennty Losses on transacnons ase recogmsed immedately if the loss provides evidence of a reduction in the
net reabisable value of current assets or an impatrment loss The jomnt venrure 13 proportionately consobdated untl the
date on which the Group ceases to have jomt control over the joint venture

Upon loss of jount costrol and provided the former joumt control ennty does not become a subsidiary or assoctate, the
Group measures and recognises its remaiung investment at 1ts fur value Any difference between the carrying amount
of the former jomt controlled ennty upon loss of joint control and the farr value of the wmaimng investment and
proceeds from disposal are recogmsed m profit or loss When the remainung investment constitutes sigmficant
wfluence, 1t 15 accounted for as investment in an associare

Foreign currency translation

The consohdated financial statements are presented 1n US dollars, which 15 the Group's funcbonal and presentation
currency I'ransactions 1n foreign currencies are tupally recorded at the funchonal currency nte ruling at the date of
the transaction Monetary assets and Labilines denominated 1n foreign currencies are retranslated at the functional
currency exchange rate ruling at the reporung date Non-monetary stems that are measured m terms of historcal cost
n a foresgn currency are translated using the exchange rates as at the dates of the mtial trinsacions Non-monetary
stems measured at faur value 1 a foreign currency are trinslated using the exchange rates at the date when the fan
value ts determuned

The assets and habilines of foreign operations are translated mnto US dollars at the exchange rae raling at the reporting
date and their income statements are translazed at the weighted average exchange mtes for the year The exchange
differences ansing on the translation ase taken directly to a separate component of equty On disposal of a foreign
entity, the deferred cumulative amount recogmsed 1n equuty relanng to that paracular foreign operation 13 recogmsed
in profit or loss

Finanaial instruments — imbal recognition and subsequent measurement

Financial assets
Initial recognition and measurement

Financial assets withun the scope of IAS 39 are clasufied as financial assets at far value through profit or loss, loans
and recervables, held-to-matunty investments, avatlable-for-sale financial assets, or as denvatves designated as hedging
mstruments i an effective hedge, as appropnate The Group determmes the classificanon of s financial assets at
tnitral recognition

All financial assets are recogmsed mmtally at far value plus, n the case of investments not ar fur value through profit
or loss, dircctly attibutable transacton costs

The Group did not have any financizl assets at fair value through profit or loss, heid-to-matunty investments and
available-for-sale financial assets dunng the years ended 31 December 2009 and 2008 The Group's financial assets
mclude cagh and bank balances and sccounts recervable

Subsequent measurcment

The subsequent measurement of financial assets depends on ther classification as follows

Finnancial assets at fair palue throsgh profit or loss

Fnancial asscts at faur value through profit or loss include financial assets held for tradng and financial assets
designated upon mutal recogrunion at far value through profit or loss Financial assets ase classified as held for trading

if they are acquured for the purpose of selling i the near term Financial assers at far value through profit and loss are
carned n the balance sheet at fasr value with gmins or losses recogrsed in the mcome statement
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Finaneial instruments — initial recogmtion and subsequent measurement (continued)

Summary of significant accounting policies (continued)

Financal assets (conhnued)
Subsequent measd';'femem {conhnued)

Loars and recervables

Loans and recervables ace non-denvative financial assets wath fixed or determunable payments that are not quoted n
an active market After mitial measurement, such financial assers are subsequently measured at amortised cost using
the effecave interest rate method (“EIR™), less impairment. Amortised cost 1s calculated by taking into account any
discount or premium on acquisinon and fee or costs that are an ntegral part of the EIR The EIR amorusanon 1s
mcluded 1n finance income 1 the mcome statement The losses ansing from impairment are tecogmsed 1n the income
statement tn finance coss

Held-to-matunty muestments

Non-denvaave financial assets with fixed or determinable payments and Gxed matunges are classified as held-1o-
matunty when the Group has the pouive intenton and ability to hold 1t to marunty, After minal measurement held-
Wwmalunty nvestments are measured a1 amornsed cost using the effecuve mterest method, less inparment
Amortised cost 18 calculated by taking mto account any discount or premium on acquistiton and fee or costs that arc
an integral part of the EIR The EIR amortsanon is included 1n finance mcome i the income statement. The losses
ansing from impairment are recogrused in the mcome statement 1n finance costs

Avaslable-for-inte finanaal aisets

Avatlnble-for-sale financial assets arc non-denvatve financal 2ssets that are designated as avalable-for-sale or are not
classified 1n any of the three preceding categones After 1unal measurement, avadable-for-sale financial assets are
measured at farr value with unrealised gains or losses recogmsed directly in equity unul the wvestment 1s derecogrused,
at which ume the cumulauve gamn or loss recorded 1n equity 15 recopnised in the income starement, or determined to
be impmred, at which time the cumulative loss recorded in equity 15 recogrused n the income starement.

Derecognition

A fAnancal assct (or, wheie appheable a part of a financial 2sset or part of a group of smilar financial assets) 1s
derecognised when

. The nights to recerve cash flows from the asset have expired

¢ The Group has transferred 1ts nghts to recerve cash flows from the asset or has assumed an obligation to pay the
received cash flows in full wathout matenal delay to a thard party under 2 ‘pass-through’ armangement, and either
(1) the Group has transferred substannally alt the nsks and rewards of the asset, or {b) the Group has nerther
transferred nor retaned substantally all the nsks and rewards of the asset, but has trnsferred control of the
asseL.

When the Group has transferred its oghts to recewve cash flows from an asset or has entered mto a pass-through
arangement, and has nether tmnsferred nor reramed substannally all the nsks and rewards of the asset nor
transferred control of the asset, the asset 15 recogmsed to the extenr of the Group’s cononnng involvement i the
asset

In thar case, the Group also recogruses an assoctated habiity The transferred asset and the associated habiiy are
measured on 4 basis that reflects the aghts and obligations that the Group has retained

Contunuing involvement that takes the form of a guamntee over the transferred asset, 18 measured at the lower of the
ongmnal carrymg amount of the asset and the maximum amoun: of consideranon that the Group could be requured to
repay

Impairment of financial assets

The Group assesses at each teporting date whether there 15 any objective evidence that 2 financial asset or a group of
financial assets 15 imparred A financal asset or a group of financal assets 13 deemned o be impaired if, and only of,
there 15 objective evidence of unparment as a result of one or more events that has occurred after the mnal
recogninon of the asset (an incurred “loss event™) and that loss evenr has an impact on the esumated future cash flows
of the financial asset or the group of financial assets that can be rchably estmated. Evidence of impairment may
include mdications that the debtors or a group of debtors 15 expenencing sigmificant inanaal difficulty, default or
delinquency uy wnterest or prncipal payments, the probability that they wall enter bankrnuptcy or other financial
reorganisation and where observable dara wdicate char there 13 a measurable decrease in the esnmated furute cash
flows, such as changes in arrears or economic condittons that correlate with defaults

10
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24 ' Summary of significant accounting policies (continued)
Finanaal 1nstruments - ymbial recognition and subscquent measurement (continued)

Impairment of financial assets {continued)
Finanaal assets carmghl ot amortised cost

For financial asscts carned at amortsed cost the Group first assesses indvidually whether objective evidence of
unparment casts indmadually for financal assets that are individually sigmficant, or collecuvely for financial assets
that are not tndidually significant. If the Group determmnes that no objective evidence of imparrment cxsts for an
mdmidually assessed financial asset, whether significant ot not, 1t includes the asset in a group of financtal assets with
sumilar eredit nsk c?mctcnsucs and collecnvely assesses them for imparment. Assets that are individually assessed for

inparment and fol which an tmparment loss 15, or continues to be, recognised are not included 1n 2 collecnve
assessment of smparment

If there 13 ohjecuve evidence that an impairment loss has meurred, the amount of the loss 15 measuted as the
difference between the asset’s carrnng amount and the preseat value of estmated future cash flows (excluding furure
expected credir losses that have not yer been incurred) The present value of the esnmated future cash flows 1s
discounted at the financial assets onginal effectve interest rate If a loan has a vatiable iiterest rare, the discount rate
for measunng any impawrment loss 1s the current effective interest mate.

The carrying amount of the ssset 15 reduced through the use of an allowance account and the amount of the loss is
recogmsed in the income statement Interest income continues to be accrued on the reduced catrying amount and s
accrued using the mte of interest used to discount the future cash flows for the purpose of measunng the imparment
loss The tnterest income 13 recorded as part of finance mcome in the income statement Loans together with the
assoctated allowance are woitten off when there 1s no realistic prospect of future recovery and all collateral has been
tealised or has been transfesred (o the Group If, 1n a subsequent year, the amount of the esumated impairment loss
wncreases or decreases because of an event oecurning after the impawrment was recogrused, the previously recognised
impatment loss 1s increased or redured by adustng the allowance account If 2 future wate-off is later recovered, the
recovery 15 credited to finance costs in the intome statement

The present value of the estimated future cash flows 15 discounted at the financial asset's onginal effective interest
rate If aloan has a vanable intereat rate, the discount rate for measunng any impairment loss 15 the current effectve
interest rate

Arailablefor-sale financial insestments

For available-for-sale financizl investments, the Group assesses ar each reporung date whether there 13 objecuve
evrdence that an mvesiment or a group of investments 15 impured

In the case of equity investments classified as avalable-for-sale, objecave evidence would include a sigmficant or
prolonged decline in the fur value of the mvestment below its cost “Sigmficant™ 15 1o be evaluated against the onginal
cost of the investment and “prolonged” aganst the penod 1in which the faur value has been below its onginal cost
Whete there 15 evidence of impaurment, the cumulanve loss — measured as the difference between the acquisinon cost
and the current faur value, less any impairment loss on that mvestment previously recognised i the income statement
~ 15 removed from other comprehensive income and recogrused in the income statement Impurment losses on equuty
investments are not reversed through the income statement, mcreases in thewr fawr vahe after imparment are
recogrised directly in other comprehensive income

In the case of debr mstruments classified as available-for-sale, impairment 13 assessed based on the same crrena as
financial assets carmed ar amornsed cost However, the amount recorded for impairment 15 the cumulaove loss
measured as the difference between the amortised cost and the current fair value, less any snpairment loss on that
mvestment previously recognised m the income statement

Furure nterest income connnues to be accrued based on the reduced carrying amount of the asset and s accrued
using the rate of interest used o discount the future cash Bows for the purpose of measunng the impaurment loss The
mterest meome 15 recorded as pan of finance income £, 1 a subsequent year, the farr value of a debt instrument
increases and the increase can be objectively related to an event occurnng after the impayrment loss was recogmsed n
the income statement, the impairment loss 15 reversed through the income statement

Financial habilities
Enihal recognibion and measurement

Financial babiines wathin the scope of IAS 39 are classified as financial habilines at far value through profit or loss,
loans and borrowings, or as denvatives designated as hedging mnstruments in an effecuve hedge, as appropnate The
Group determenes the classification of its financial hiabihioes at mnal recogninon

All financral habihtes are recognised wunally ar far value and in the case of loans and borrowings, plus ducctly
attnbutable transacuon costs

The Group's financial habilines include trade and other payables, bank overdraft, loans and borowangs
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24 Sur.nmary of significant accounting policies (continued) )
Financial imstruments - inital recogmition and subsequent measurement (continued)

Finanaal habilities (continued)

Subsequent measurement

The measurement of financial labulities depends on thesr classification as follows
Finaraal hatubiees at faur valus through profit or loss

Financal habihtes ot far value through profit or loss includes financual habibnes held for rmding and financal
labiines designared upon tunal recogninon as at fair value through profit or loss

Financial habihiies are classified as held for uading if they are acquured for the puspose of seling in the near teom This
category mncludes denvative financial instruments that are not designared as hedging nstruments in hedge relanonships
as defined by [IAS 39 Separated embedded denvatves are also classified as held for trading unless they are designated
ag effective hedging instruments

Gans or losses on habihities heid for trading are recognised 1n the income statement
The Group has not designated any financial halnhnes upon sual recogninon as at far value through profit or loss
Loans and borronangs

After minal recogrunon, interest bearing loans and borrowings are subsequendy measured atamortsed cost using the
effective nterest rate method Gams and losses are recogrused n the ticome statement when the lubihines are
derecogrused as well as through the effecuve interest rate method ("EIR™) amortisation process

Amorused cost is caleulated by taking into account any discount or premmum on acquisition and fee or costs that are
an tntegral part of the EIR. The EIR amorusanon 1s included i finance cost in the mncome statement.

Finanaal guaraniee contracts

Financal guarantee contracts 1ssued are those contracts that require a payment to be made 10 reimburse the holder for
2 loss 1t incurs because the specified debror fails to make a4 payment when due i accordance with the terms of a debe
mnstrument Financial guarantee contracts are recogrused mnally as a labdity at fair value, adjusted for transacuon
costs that are dircedy attobutable to the 1ssuance of the guamntee Subsequenty, the hability s measured at the higher
of the best esimate of the expenditure required to settle the present obhganoen at the reporing date and the amount
recogmsed less cumulanve amortisanon

Derecogn:hion

A finanaal hability 1s derecogmsed when the obligation under the habihry ts discharged or cancelled or expires

When an existing financial kability 15 replaced by another from the same lender on substanmally different terms, or the
terms of an cxising habihity are substantially modified, such an exchange or modificanon 1s treated as a derecogmbion
of the ongsnal lubility and the recogmtion of a new Lability, and the difference in the respective carrying amounts 1s
recogrised 1n the tncome statement

Offsethng of finanaal instruments

Financial assets and financial babihoes are offset and the net amount reported 1 the consolidated statement of
financial posiion tf, and only if, there 15 a currently enforceable legal mght 10 offset the recogmsed amounts and there
15 an wntennon to scrtle on a net baus, or to tealise the assets and sertde the habikines smultancously

Fair value of finanaai instruments

The farr value of financial nstruments that are traded in acuve markets at each reporung dare is determned by
reference to quoted market pnces or dealer pnce quotntons (bid prce for long posinons and ask pnce for short
positions), without any deducton for transacnon costs

1 3
For financial mdtruments not traded 1 an active market, the faur value 18 determned using appropnate valuabon
techmques, Such techmques may include using recent arm's length market transactions, reference to the current far
value of another instrument that is substannally the same, discounted cash flow analysis or other valuanon models

Property and equipment

Propenty and equipment except for buldings 1s stated at cost, net of accumulated deprecuton and/or accumulated
unparment losses, if any Such cost tncludes the cost of replacing part of the property and equpment and borrowng
costs for long-tezm construction projects if the recogrution cntena are met When signuficant parts of property and
equipment are requured to be replaced in intervals, the Group recogmses such parts as indindual assets wath speaific
useful hives and deprecianon, respecuvely Likewse, when a major inspection 1s performed, its cost 1s recogmsed i the
cartying amount of the property and equpment as 3 replacement if the recognition ¢ntems are satisfied All other
repair and mamntenance costs are recogrsed in the mcome statement as incurred
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24 / Summary of significant accounting policies (continued)

'
Property and equupment (continued)

Buildings are measured at fair value less accumulated deprecianon on buildings and tmpaument losses recognised after
the daie of the revaluanon. Valuatons are performed frequenily 1o ensure that the faur value of a revalued asser does
not differ matenally from its carrpng amount. The most recent valuahon was paformed by independent
professionally quahfied apprussers at 31 December 2008

Any revalustton surplus is credited to the assces tevaluanon reserve included in the equuty section of the statement of
financul position, except to the extent that it reverses a revaluanon decrease of the same asset previously recogmsed 1n
the income statement, 1n which case the increase 15 recognised i the imcome statement. A revaluanon defiat 1s
recogmsed 1n the mncome statement, except to the extent that it offsets an extsting surplus on the zame asset
recognsed n the asset revaluaton reserve Upon disposal, any revaluawon reserve telating to the particular asset being
sold 1s transferred to retaned earnings

Depreciation 15 calculated on a staightline basts over the estmated useful hife of the asset as follows

Number of years
Buldings X years
Futniture and equipment 5 years
Motor vehicles 5 years
Rotable spare parts 16 years

An item of property, plant and equpment and any significant part mnally recognised ss derecogrused upon disposal or
when no future economuc benefits are expected from 1ts use or disposal. Any gam or loss ansing on derccogmuon of
the asset {calculated as the difference between the net disposal proceeds and the caronng amount of the asset) 1s
included 1 the income sttement when the asset 1s derecognised.

The assets’ residual values, useful hives and methods of depreciation are rewmiewed at each financial year end, and
adpsted prospectively, if appropnate

Route nghts

Route nghts are stated ar cost which 15 equal to the value supulated by the Company’s charter documents, less
accumulated amortisanon untl the year 2004 Since 2005 no further amorbsation 1 ¢aleulated on these route nghts
Instead they are tested for impawrment Unal 2004 route nights were amortised on a straght-hine basis over 40 years

Other intangible assets

Other mtangble assets include computer software and licences Other intangible assets acquired separately are
measured on 1unal recogminon at cost. The cost of untangible assets acquired 1n a buniness combination 1s far value as
at the date of acquusition. Followang 1ninal recogmbion, intangible assets are carmed at cost less any accumulated
amorusanon and any accumulated unparment losses The useful lives of mtangible assets ate assessed to be esther
fiute or indefinite Intangible assets with fimre Lives are amorused over the useful economuc bives of 5 years and
assessed for imparrment whenever there 15 an indication that the mntangible agset may be mpared. Amorusanon
penods and methods of amornsanen for intangble assets with finite useful lives are reviewed at least at ¢ach financial
year-end

Intangible assets wath indefinute useful lives are not amorased, but tested for impatrment annually either individually or
at the cash-generanng unir level. The useful hfe of an mmngble asset with an ndefinte bfe 1s reviewed anmully o
determune whether indefimte life assessment continues to be supportable.

Costs associated with mauntanung computer software programmes ate recorded as an expense as incurred
Expendable spare parts and other inventory

Expendable spareyparts and supplies relaung to flight equipment are classified as current assets They are carned at
acquisizon cost u;}l’ are expensed when used in operanons using werghted average costing method. Expendable spare
parts and other imventory are stated at lower of cost and net reahisable value Cast of other inventory 15 derermined on
the weighied average basis Net realsable value s the esumated selling price in the ordinary course of business, less
the costs of complenon and selling expenses

Leases

The determnation of whether an artangement 18, or contains a lease 13 based on the substance of the arrangement at
mnception date of whether the fulfilment of the arrangement 18 dependent on the use of a specific asset or assets or the
arrangement conveys a nght to use the asset.

13
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24 7 Summary of significant accounting policies {continued)
Leases (continued)

Funance leases, which transfer to the Group substanoally all the nsks and benefits incdental 10 ownetship of the
leased 1tem, aze capitalised at the commencement of the lease at the fair value of the leased propernty or, 1f lower, at the
present value of the mimmum lease payments Lease payments are appornoned between finance charges and
reduction of the lease kabiiry so as to achieve a constant rate of interest on the remauning balance of the hability
Finance charges ace recogrused 1n the tncome statement.

Leased assets are depreciated over the shorter of the estimated useful hie of the asset and the lease term, if thete 13 no
reasonable cenmunty that the Group wall obtain ownership by the end of the lease term

Operating lease payments are recogmzed as an expense in the income statement on a straght kne basis over the lease teom
Impainment of non-financial assets

The Group assesses at each reporing date whether there 18 an mdicaton that an asset may be impaced. If any
mdicaton exists, or when annual unpanment testing for an asset 1s required, the Group esnmates the asset’s
recoverable amount An asset’s recoverable amount 15 the hugher of an asset’s or cash-generadng unit's (CGU) faur
value less costs to sell and its value i use and 15 determuned for an indimdual asset, unless the asser does not generate
cash inflows that are largely independent of those from other assets or groups of assets Where the carrying amount of
an asset or CGU exceeds us recoverable amount, the asset 18 considered impaired and 1s written down to its
recoverable amount Tn assesung value 1n use, the estmated future cash flows age discounted to theur present value
using a pre-tax discount rate that reflects cumrent market assessments of the nme value of money and the nisks speaific
to the asset In determunng far value less costs to sell, an appropoate valuation model is used These calculations are
corroborated by valuation multiples, quoted share pnces for pubhcly traded subsidianes or other avaiable fair valee
mdicators.

Impuirment losses of contnuing operations are recogrused in the income statement in those expense categones
consisient with the funcoon of the impared asset, excepr for property previously revalued where the revaluanon was
tzken o other comprehensive mncome In thus case, the imparment is also recognsed in other comprehensive income
up ta the amount of any previous revaluanon.

For assets excluding geodwill, an assessment is made at each reportung date as to whether there 18 any indicanon that
previously revogmsed smpatrment losses may no longer exist or may have decreased If such indicabon exists, the
Group esumates the asser’s or cash-generating umt's recoverable amount A previously recogmsed imparment loss 1s
reversed only of there has been a change in the assumptions used to determune the asset’s recoverable amount since the
last impairment loss was recogmised The reversal 1s hmited so that the carrying amount of the asset does nat exceed
1ts recoverable amount, nor exceed the carrying amount that would have been determuned, net of depreciation, had no
wnpairment loss been recogmsed for the asset i prior years Such reversal 15 recopmaed i the income statement
unless the asset 1s carnted at a revalued amount, in which case the reversal 15 treated as 2 revabution increase

Cash and cash equivalents

Cash and cash equavalents inchade cash in hand and deposus held at call with banks Balances restoeted from being exchanged
or used o sentle a babihry for at least twelve months after the reporung date are included i other non-current assets

Equity

Share Capital

Orchinary shares and non-redeemable preference shares with discrevonary dividends are both classified as equity
External costs direcily atenbutable to the 1ssue of new shares, other than on a business combinanon, are shown as a
deducton from the proceeds in equity Any excess of the far vzlue of consideradon recewved over the par value of
shares 1ssued 15 regogrused as a share premuum

Non-Controliing Merest

Non-controlling mterest represents the interest 1n subsidianes not held by the Group Non-contrelling interest at the
reporung date represents the munonty sharcholders” portion of the fair value of the identfiable assers and habilines of
the subsidiary at the acqusstion date and the minonues' portton of movements i equity since the date of the
combinatton Non-controlling interest 1s presented within the shareholders’ equity

Losses allocated to non-controlhng interest do not exceed the non-controlling mterest in the equity of the subsidiary
unless there 1s n binding obligation of the munonty to fund the losses All such losses are allocated to the Group
Drgndends

Dividends are recogtused as a lability and deducted from equty st the reporting date only if they are declared before
or on the reporung date Dividends are disclosed when they are proposed before the reporting date or proposed or
declared after the reporiing date but before the financal statements are authonsed for 1ssue
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Closed Ji?t Stodt Company “Ukrune Intemational Airhnes”  Notes to the 2009 Consohdated Financial Statements
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24" Summary of significant accounting policies (continued)
E;mty {continued}
Convertsble preference shares

The convernble preference shares are recogmised 1n equuty in the statement of financial pouton The corresponding
dividends on those shares are charged 10 equuty

Treasury shares

Own equity mstnuments which are rescquired {reasury shares) are zecogmsed at ¢ost and deducted from equiy Mo
gun or loss 19 recogmused mn the income statement on the purchase, sale, 1ssue or cancelanon of the Group’s own
equity nstruments Any difference between the carrying amount and the considertton 15 recogmsed 1n other capatal
[ESETVES

Borrowing costs

Borrowang costs directly attobutable to the acquisiion, construction or production of an asset that necessanly takes a
substantial penod of ume to ger ready for 1ts ntended use or sale are capitahised as part of the cost of the respecuve
assets All other borrowing costs are expensed i the penod they occur Borrowing costs consist of interest and other
costs that an entity incurs tn connection with the borrowing of funds

Provisions

Provimons are recogrused when the Group has a2 present legal ot constructive obhgation as a result of past events and
when 1t 15 probable that an outflow of resources will be required 1o settle the obhgaton, and the amount can be
reliably esumated Where there 15 3 number of sunilar obliganons, the likehhood that an catflow will be required in
setdement 18 determuned by constdenng the class of oblgations as a whole A provision s recognised even if the
likelthood of an outilow with respect to any one item mncluded 1n the same clzss of obliganons may be small,

Prowisions are measured at the present value of management’s best estimate of the expendirure required to settle the
present obliganon at the reporung date Provistons are reassessed annually and changes m the provistons resulung
from the passage of time are reflected 1n the income statement each year withun non-operanng ncome and expenses
Other changes 1n provisions, related 1o a change 1n the expected partemn of settlement of the obhigation or 1n the
esumated amount of the obligation or changes in the discount rates, are treated as a change n an accounting esumate
1 the penod of the change and, with the exception of asset retirement obhganons, reflected in the income statement
Where the Group expecis a provision to be rexmbursed, for example, under an insurance contract, the rernbursement
1s recogrused as a separate asset but only when the rexmbursement 15 virmally certan

Employee benefits

Post-enployment benefit

The Group has agreed to provide certun addinonal post employment benefits to senior employees These benefits are
unfunded The cost of providing benefits under the defined benefit plans 1s determmned using the projected unt credit
actuanal valuation method Actuarial gans and losses are recagmsed as income or expense when the net cumulanve
unrecogrused actusnal gans and losses for the plan at the end of the previous reportng penod exceeded 10% of the
huigher of the defined benefir obliganon and the fair value of plan assets at that date These gans or losses are
recogused over the expected average remawnung working lives of the employees participanng 1n the plans The past
service cost 1s recogrused as 2n expense on a straipht hne basis over the average penod untl the benefits become
vested If the benefirs are already vested immediately followang the introducuon of, or changes to, 2 pension plan, past
service cost 1s recogrused immediately The defined benefit asset or hability compases the present value of the defined
benefit obltganon less past service cost not yet recognized and less the far value of plan assets out of which the
obligations are to he settled directly The value of any asset 1s restrzcted to the sum of any past service cost not yet
recogruzed and the present value of any economuc benefits avalable 1o the form of refunds from the plan or
reducnons in the fubure contnbutoas to the pln

State pengon scheme
The Group makes statutory contnbunons to the Social Insurance, Penston and Unemployment Fund of Ukrame in

respect of its employees The contnbutions are calculated as a percentage of current gross salary, and are expensed as
incurred

Income tax

The curtenr mcome tax charge 18 calowlated in accordance with Ukrainian taxation regulanons and is based on the
taxable income and 1ax allowzble expenses teported by the Group Current income tax assets and labiintes for the
current and pnor penods are measuzed ar the amounr ecpected to be reeovered from or pad to the taxanon
authores The tax rates and tax laws used to compute the amount are hose that are enacted or substantively enacred
by the reporting date The corporate mcome tax rate was 25% mn 2009 and 2008
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c g . . . v
24  Summary of significant accounting policies (continued) '
Income tax {continued}

Deferred income tax 18 provided, using the liability method, on all temporary differences at the reportng date berween
the tax bases of assets and hahies and thetr carrying amounts for finanaal reporting purposes

Deferred mncome tax habilines are recognized for all taxable temporary diferences except for those ansing on the
minal recogninon of an asset or babdity 1 a trensacnon that is not a business combinaron and, at the ttme of the
transaction, affects nesther the sccounting profit nor raxable profit or loss

Deferred tncome tax assets are recognized for all deducnble temporary differences to the extent that it 1s probable that
taxable profit will be avalable, agamst which the deducuble temporary differences can be uthzed - except where the
deferred income tax asset relanng to the deductible temporary difference anses from the inmal recognitton of an asset
or habiliy mn a transacoon that 1s not a business combination and, at the ume of the transacnon, affects nerther the
accounting profit nor taxable profit or loss

‘The carrying amount of deferred income tax assets is reviewed at cach reporung date and reduced to the extent that it
13 no longer probable that suffictent taxable profit wall be avatlable to allow all or part of the deferred wcome tax asset
to be unlized

The measurement of deferred tax habilines and deferred 1ax assets reflects the tax consequences that would follow
from the manner tn whuch the eniy expects, at the reporting date, to recover or settle the canrying amount of its
assets and babihtes Deferred income tax assets and babihtes are measured at the tax rates that are expected to apply
to the penod when the asset 1s realized or the hability 13 sertled, based on tax rates (and tax laws) that have been
enacted or substanuvely enacted at the reporung date

Value Added Tax

Revenues, expenses and assets are recognised net of the amount of sales tax except:

® where the value added tax {*VAT") incurred on 2 purchase of ass¢ts or services 18 not recoverable from the
taxation authonty, in which case the VAT 15 recogmused as part of the cost of acqusiton of the asset or as
part of the expense item 25 applicable, and

® reccivables and payables that are stated with the amount of VAT included

The net amount of VAT recoverable from, or payable to, the txaton authonty is included 25 part of recervables or
payables in the statement of financial positton

Revenue recogmtion

Revenue 15 recogmused to the extent that 1t 13 probable that the economic benefits will flow to the Group and the
revenue c¢an be rebably measured Revenue 1s measured at the far value of the considerznon received, excluding
discounts, rebates, and sales taxes or duty The Group assesses (s revenuc arrangements against specific cnterda n
order to determune 1f 1t 15 2cting as prmapal or agent The Group has concluded that it 13 2cong as a pancipal i oll of
its revenue arangements The following speaific recogrution cntens must also be met before revenue 1s recognised

Rendzrrng of sernces
Revenue 1s recogused n the penod when the respective service ts rendered
Interest 1acome

For all financial mstruments measured at amorused cost and interest beanng financial assets chssified as avalzble-for-
sale, mrerest mcome or expense 18 recorded using the effective interest zate, which 13 the rate thar exactly discounts the
estmated future cash payments or receipts through the expected lfe of the financiad instrument or a shorter penod,
where approprate, to the net carrying amount of the financtal asset or bability Interest tncome 13 included in finance
mcome In the income statement

Duazderds .
Revenue 15 recogmsed when the Group's oght to recerve the payment 1s established.
Rental income

Aurcraft rentals revenue ansing from operating leases on aucraft 15 accounted for on a straight hne basis over the lease
term

Arr traffic liabihity

The arr uaffic hability balance represents the proceeds from ackets sold but not yet unhised Ths includes the hability
for transportation to be provided by the Group (defetred revenue) as well as the labiliry for ransporration that may
be provided by other atr carners
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(Thasusands of US Dollars, unless otherwise indecated)
24  Summary of significant accounting policies (continued)
Frequent flyer programme

The Group mmmntuns a frequent fyer progtemme (the “Panorama progmmme”) offenng incenoves to increase
quantty of passengers’ flights Customer loyalty credits (air miles) are accounted for as a separate component of the
sales transaction mn whach they are granted A portion of the fair value of the consideration receaved is allocated 10 the
sward credits and deferred Thus 15 then recogrused as revenue over the penod that the award credats are redeemed

Contingencies

Contingent labiines are not recogrused in the consoldated statement of financial posinon but ate disclosed unless the
possibility of any outflow m sertlement 15 remote. A contingent asset 13 not recogrused 10 the consolidated statement of
financial posimon but disclosed when an aflow of economuc benefits 1s probable

17
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Closed Joint Stock Company “Ukraine Intemationsl Airlines”

Notes to the 2009 Consolidated Financial Statements

{Thousands of US Dollars, unless otheronse indseated)

3. Revenues

Revenues compnise

2009 2008
Traffic revenuesg
Passengers 166,650 225,547
Charters 86,790 117,499
Cargo and excess baggage 10,493 8212

263,933 351,258
Other revenue
Techmcal sersnce 10,975 8,545
Aareraft rentals 5,227 6,816
Revenue from commussions 1,419 1,778
Other 1,614 2,638
19,235 19,777

Total revenuc 283,168 371,035
4. Handling charges and catering costs
Handling charges and catering costs compnse’

2009 2008
Asreraft handhing 22,524 20,598
Catenng 10,087 11,713
Passenger handhng 5,639 5,033
Block seats costs 4,332 3,262
Total handung charges and catenng costs 42,582 41,506
5. Landing fees and route charges
Landing fees and route charpes compnse

2009 2008
Navigaton fees 5470 26,418
Landing fees 10,222 9,960
Total landing fees and route charges 35,692 36,378
6. Aircraft operating lease costs
Aurcraft operating lease costs compase

2009 2008
Axrcrafts lease 31,368 26,167
Engines lease 481 1,196
Tatal aircraft operaung lease costs 3,849 27,363
7. Engineering and other aircraft costs
Engmneenng and other aircraft costs compnse

2009 2008
Aucraft mantenance charge 14,752 16,821
Repairs 13,690 15,552
Aarcraft spare parts 2117 2,706
Total engineenng and other aircraft costs 30,559 35,079

According to aurcraft lease agreements the Group besrs “arcraft mamtenance charge” which 15 calculated based on
fight hours, expected time and amount of furare mantenances of aurframes, engues and landing gear. Aurceaft
mantenance charge compnses UUSD 13,621 thousand pad 1o lessors and USD 1,131 thousand accumulated as leased
uircrafts mantenance provision (Note 24) Atreraft maintenance charges are used for heavy auframe and engine
overhauls and paxd by lessor or by the Group 1n the amount of charges transferted or provisien accumulated
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Closed Jount Stock Company “Ukramne [nternational Aarhines™

Notes to the 2009 Consolidated Financial Statements

(Thowsands of US Dollars, unless otheronse indicated)

8. Employee costs

Employee costs comprise

Salantes and wage
Payroll taxes and Z)cm] secuniry €ost

Total employee costs

9. Selling costs

Selling costs compnsc

Commussions

Booking and reservation expenses
Markemung and advertising
Mamntenance of represennauve offices
Totat selhing costs

18.  Other operating expenses

Other operating expenses compnse

Crew and aiurcrafts maintenance personnel tranimng
Crew and aucrafts maintenance personnel business tnps
Insusance

IT support

Flight operanons support

Bunk charges

Consulung, legal and audit services

Allowance for impatrment of trade recetvables (Note 20)
Office maintenance and rent

Crew mansportanon

Cars mantenance and fuel

Communication

Umform

Business trips

Other

Total other operating expenses

11. Finance costs, net

Net finance costs compnise

Intetest income

Interest expense

Other finance costs
Total net finance costs

12,  Other non-operating expenses

Other non-opemting expeases compnse

Fines and penalnes

Non-recoverable VAT

Other

Total other non-opetating expenses

2009 2008
25,625 27,470
5518 6,756
31,143 34,226
2009 2008
8,358 13,005
6,223 7,155
1461 1,327
538 636
16,580 22,123
2009 2008
1,766 2,649
1,757 1,981
1494 1,086
957 336
953 947
944 586
811 1,282
780 157
710 1,038
650 913
491 645
484 510
405 425
239 361
1,950 2,750
14,391 15,675
2009 2008
64 263
{2961) (2,690)
(#12) (425)
(3,309) (2,852)
2009 2008
119 213
387 554
- 353
506 1,120
19
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Closed Joint Stock Company “Ukraine Lnternational Asrhnes”

Notes to the 2009 Consokdated Financial Statements

{Thonsands of US Dollars, unless othernnse tndecated)
i

13.  Taxation
The corporaie ncome tax expense compnses

Consohdated m?ome statement

Curtent income tax charge
Deferred tax — tevessal of temporary dsfferences
Total income tax expensec

Conschdated statement of changes in equity

Net gain on revaluanon of buddings
Taotal income tax expense

A

2069 2008
1,000 4015
(363) {200)
637 3,815
2009 2008
- (449)

- (#49)

In 2009 Ukruman corporate mcome tax was levied on taxable income less allowable expenses at a rate of 25%

(2008 25%)

The effective mcome tax rate differs from the starutory income tax rates A reconcihiation of the income tax expense

based on statutory rates with actual 1s as follows

Profit before income tax

Statutory tax rate

Theorencal income tax expense at the appbeable statutory rate
Non-deducuble expenses and other differences

Total income tax expense

Deferred tax assets and habilines as of 31 December for the respective years compnse

Tax effect of deductible temporary differences:
Trade and other recetvables

Accounts payable and accrued habiines

Other halnlines

Aur teaffic habiliy

Provisions
Gross deferred tax asset
Tax effect of taxable temporary differences

Property and equpment
Trade accounts payable and advances received

Gross deferred tax hability
Net deferred tux asset

2009 2008
1,961 10,039
5% 25%
490 2,510
147 1,305
637 3,815
2009 2008
263 126
- 72
- 30
564 423
1,545 1,311
2,372 1,962
(1.106) (1,126)
(67 -
(1,173) (1,126)
1199 836
20
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Notes to the 2009 Consolidated Financial Statements
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14. ° Property and equipment

The movements of property and equipment dunng 2009 were as follows

Cost or valuaton
3 December 2008
Additions
Transfers
Disposals

31 December 2009

Accumulated depreciation
31 December 2008

Chuarge for the year
Transfers

Disposals

31 December 2009

Net book value*
31 December 2008
3 December 2009

Cost or valuanon
31 December 2007
Addinons
Transfers
Disposals
Revaluanon

31 December 2008

Accumulated depreciation
31 December 2007

Charge for the year
Dusposals

Revaluation

31 December 2008

Net book value

31 December 2007

31 December 2008

Leaschold  Rorable

Assers

under

improve- spare Motor Furnfture construc-
Bulldings  Awcralt ments parts vehicles ond other  von Toral
8,935 16,786 3,695 11,072 347 2,011 3 42,877
72 - 753 4,449 29 592 - 5,895
(656) - 1,260 (1.251) {8 686 (&1)] -
- - {143) {1,310y - (139) - {1,592
8,351 16,786 5,565 12,960 368 3,150 - 47,180
78 6,953 1,458 2,922 9% 888 - 12,395
397 1,192 1,183 469 66 334 - 3,641
. - (141) 145 . @ - -
(41) - {143) {408} - (27 - (619
434 8,145 2,357 3,128 162 1,19 - 15,417
8,857 9,833 2,237 8,150 251 1,123 3 30,482
7,917 8,641 3,208 9,832 206 1,959 - 31,763
The movements of property and cquipment during 2608 were as fellows
Asscis
Leasehold  Rotable under
improve- spare Mortor Furniture construc-
Buildings  Aircraft ments parts vehicles and other  Hon Towal
6,603 16,786 2,169 10,012 320 1,848 2 37,7140
80 - 1,040 5238 17 310 2,080 8919
1,051 - 567 - - 293 (1.911) -
- - (81) (4.178) (1449) (440) (140) (4,983)
1,201 - - - - - - 1,201
8,935 16,786 3,695 11,072 347 2,011 M 42,877
n 5,761 1,036 3,046 124 770 - 11,109
302 1,192 422 983 61 268 - 3,228
- . - @en @) (150 - (1.346)
{596) - - - - - - (596)
78 6,953 1,458 2,922 926 888 - 12,395
6,231 11,025 1,133 6,966 196 1,078 2 26,631
8,857 9,833 2,237 8,150 251 1,123 3 30,482

Rowable spare pants and office premuses have been pledged as secunty for bank loans, as descnbed in Note 27

Furmure and equpment werns with tomal cost of USD 649 thousand (2008 373 thousand) were fully depreciated and
stll in use as of 31 December 2009

The carrying value of property and equipment held under finance lease contract at 31 December 2009 was USD 8,641
thousand (2008 USD 9,833 thousand}

The Group measures sts buildings at revalued cost Fair value 1s determined by reference to market based evidence
This means that valuanens performed by the valuer are based on zctive market prces, adjusted for any difference in
the nature, locauon or condinon of the specific property The date of the last revaluagon was 31 December 2008

15.

Route rights

Route nghts represent the major part of the centnbution to the share capital by the State Property Fund of Ukrane
{"SPFU™) ‘The route nghts are stated at USD 25,921 thousand An umpawrment test carned by independent appraiser
confirmed that 2s of 31 December 2009 there 13 no smpairment of the value of route nghts
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(Thousands of US Dollars, unless othernise indicated)
16.  Otherintangible assets

The movements of other ntanghle assets dunng 2009 were as follows

Cost

31 December 2008
Additons
Disposals

31 December 2009

Accumulated amortization®
31 December 2008

Charge for the year
Disposals

31 December 2009

Net book value:
31 December 2008
31 December 2009

The movements of other intangible assets dusing 2008 were as follows

Cost

31 December 2007
Addinons
Dusposals

31 December 2008

Accumulated amortisauon’
31 December 2007

Chazge for the year
Disposals

31 December 2008

Net book value
31 December 2007
31 December 2008

17. Interest in a joint venture

The Group has a 50% mnterest (nil 30 June 2009 82%) m Jont Acoviry CJSC “Ukramne International Airhines™ and

Softvare and
licenses

613
422

1,035

389
134

523

224
512

Software and
licenscs

556
57

613

242
147

389

314

State Internauonal Aupors “Boryspil”, a jomntly controlled enuty which 18 involved 1a technicil mauntenance services

The Group's share of the assets and babiliries as at 31 December 2009 and 2008 and income and expenses of the
jotntly controlled ennty for the years ended 31 December 2009 and 2008, which are propormonally consolidated 1n the

consolidated financial statements, are as follows

2009 2008
Share of the joint venture’s statement of financial pesinon
Non-current assets 194 256
Current assets 297 144
Non-current habihues B -
Current habihties (340) (53)
Equuy 151 347
Share of the joint venrure’s revenue and profit
Revenue 2,044 2,375
Expenses (1,698) (2,246)
Profit before income tax 346 129
Income tax expense (B8) 87
Profit for the year 258 42
The Group has no share of any contngent babilines or capital commitments as at 31 December 2009 and 2008
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18. Investments 1n associates

.
*

The Group’s pnncipal assocate 18 bisted 1n Note 1 The movements in investment tn assoctate were as follows

Balance at 1 January
Decrease in associate’s equity
Balance at 31 December

The following tables 1Bustrate summansed financtal nformauon of the Group's investment in associate

Aggregated assets and habihitics of associate
Non-current assets

Current assets

Non-current biabihues

Current habiines

Net assets

Share 1n net assets (29 4%)

Unrecogmized share of losses

Carrying amount of the investment (29 4%)

Aggregated revenue and profit of associate
Revenue
Net loss for the penod

Shate in net lass (29 4%)
Unrecogruzed share of losses
The Group’s share in net profit/{toss) of associate (29 4%)

19. Expendable spare parts and other inventory

Expendable spare parts and other inventory comprse

Expendable spare parts
Other mnventory
Total expendable spare parts and other inventory

20. Trade and other receivables

Trade and other recervables compnse

T'rade recevables
Qther receivables
K
Less Provision for impairment
Total trade and other recewvables

Movements 1n provision for impaurment of trade accounts receivable were as follows

At 1 January
Charge
At 31 December

2009 2008
- 150
. (150)
Ar 31 Decemnber Ar 31 December
2009 2008
3,458 5,793
2,685 1,275
(2,120} { 6,682)
(4,385) (726)
(362) (340)
(106) (100)
106 100
For period ended For period ended
31 December 2009 31 December 2008
10,671 4,524
(20) (850)
©) (250)
6 100
- (150)
2009 2008
3462 3,255
2,629 2,775
6,091 6,030
2009 2008
16,574 14,843
305 303
16,879 15,146
(1,283) (503)
15,596 14,643
2009 2008
503 36
780 157
1,283 503
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(Thasisgnds of US Dollars, unless etherpist indscated)
&

20, Trade and other receivables (continued)

As at 31 December, the ageing analyus of trade and other recevables 1s 25 follows

Neither pase Past due but not tmpured
due nor
Toral impawed < 30 days J0-60 days  60-90 days %-120 days > 120 days
2009 15,596 14,011 15 74 8 7 1,461
2008 14,643 12,503 t6 332 533 298 961
21, Prepayments and other current assets
Prepayments and other current assets comprise
' 2009 2008
VAT recovenable 1878 7,949
Aurcraft lease prepayments 5,586 3,064
Income tax prepard 1352 1,282
Qther prepayments 5,893 7,102
Total prepayments and other current assets 20,709 19,397
22, Cash and cash equivalents
Cash and cash equivalents companse
2009 2008
Cash 1n hand and balances with banks in Ukrainzan hryvnya 1,142 3,350
Cash 1n hand and balances with banks in foreign currency 3,920 4,705
Total cash and cash cquvalents 5062 8,055

Cash at banks earns mterest at floanng rates based on daily bank deposit mtes As at 31 Decernber 2009, mcluded 1n
cash 1n hand and balances with banks 1n foreign currency are guarantee depostis m the amount of USD 282 thousands
{2008 USI) 386 thousand) pledged as secunty under letter of credit agreements signed wath Cmbank and First

Ukrainusn International Bank

Cash and cash equivalenis for the purposes of cash flow statement are as follows

2009 2008
Total cash and cash equivalents 5062 8,055
Less Restricted ¢ash balances (282 (386)
Cash and cash equivalents fot the purpose of cash flow statement 4,780 7,669
23. Equity
Share Capital
As of 31 December 2009, the Group's sharcholders and their respective declared interests were as follows
Nominal
Type of value Number
shares USD 000  of shares _ Intercst
State Property Fund of Ukrane Ordinary 33,500 335,000 61 58%
ULA Betedigungsgeselischaft GmbH Ordmary 12,250 122500  2252%
Treasury shares Ordinary 3,250 32,500 597%
Furopean Bank for;Reconstruction and Development (“EBRD")  Preference 5,400 54,000 9 93%
Total 54,400 544,000 100 00%
As of 31 December 2008, the Group's shareholders and their respective declared interests were as follows
Normnal
Type of value  Number
shares USD 000 of shares  Intcrest
State Property Fund of Ukraine Ordinary 33,500 335,000 61 58%
ULA Betethgungsgesellschaft GmbH Orcinary 12,250 122,500 22 52%
AerCapBV Ordinary 3,250 32,500 597%
European Bank for Reconstrucnon and Development Preference 5,400 54,000 993%
Total 54,400 544,000 100 00%
24
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23.  Equity (continued)

The number of suthodised otdinary and preference shares are 490,000 (2008 490,000) and 54,000 (2008 54,000)
respectively, both with nominal value of USD 100 per share All authonised shares have been issued and fully pad

In accordance with Ukrmnuan legislation, the Company can distnbute all statutory profits as dividends or transfer them
to reserves as specified in the Company’s charter The subsequent use of amouats transferred to resesves may be
legally restncted, amounts transferred to reserves typically must be used for the purpose desgnated when the tansfer
ts made Dividends are normally only declared from current earmngs as shown in the Ukranian statutory financial
statements, not out of amounts previously transferred to resetves. The retamed eamungs presented i these
consolidated financtal statements nclude admstments, not recorded tn the Company’s and 1ts subssdianes’ starutory
books, which are appropnate to present the financial positton, results of operations, and cash flows of the Company
and ns subsidianes tn accordance waith International Financial Reporing Standards and does not indicate the amount
of distobutable reserves available to shareholders

Preference shares guarontee annual dividends of not less then 7 2% of their nominal amount In 2009 dividends pad
to the EBRD amounted to USD 388 thousand (2008 USD> 391 thousand) representing the interest rate of 7 2%
(2008 7 2%)

In accordance with the subscnipnon agreemnent, the EBRE has the night to convert us preference shases mto ordinary
shares at any pomt in tme In addinon, Austrian Aurhnes and the EBRD have also signed 1 PUT/CALL agreement
for these shares which allows conversion of preference shares nto ordmary shares Any EBRD preference share
which 18 transferred will be converted mnto one ordinary share

In August 2009 the Group redeemed 32,500 of us ordinary shares {597% of share capiral) i the amount of
USD 3,250 thousand (USD 100 per share) from AerCap BV The purpose of the redempton 1s further resale of

shares,
Earmngr distrebation

Dividends that were declared and paid by the Group te its shareholders as 1ts earnngs distnbution are as follows.

2009 2008
Dividends declared on preference shares
{for 2008 and 2009 USD 7 21 per share) 388 k)|
Dividends declared on ordinary shares
(for 2008 USD Q 38 per share) 177 -
Dividends paid {565) (391)
Payables on dividends as at 31 December - -
24, Provisions
Dunng 2007 movements in provisions were as follows
Leased
aircrafis Rearement Unused
marntenance benefit vacations
provision obligation provision Total
Balance at 31 December 2008 4,099 422 724 5,245
Addional provision 1,131 n 1,271 2473
Amounts used - {(80) (514) (594)
Balance at 31 December 2009 5,230 413 1,481 7,124
25
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24,  Provisions (continued)
Retirernent benefit obligation, 4

The Group has agreed to prowide post-employment benefits to is certun semor employees These benefits are
unfunded
The amounts of post-employment henefit obligations recogrused in the statement of financul position are determuned
as follows

2009 2008

Present value of unfunded post-employment benefic obliganons 413 422
Unrecogmsed past service cost - -
413 422

‘The amounts of post-employment benefit obhigatons recogrused 1n the income statement are as follows

2009 2008
Current service cost 47 62
Interest cost 68 40
Actuanal {gan)/loss (45 10
71 112

Movement in the hability recognised 1n the statement of financial posinon
2009 2008
At 1 January 422 329
Total expenses as shown above 71 112
Pard benefits (80) 9
At 31 December 413 422

The ponapal assumptons used in determining benefit obliganons for the Group's plan are shown below

2009 2008
Discount rate 16 0% 12 0%
Future salary mncreases 10 0% 10 0%
Employment continuance rate 90 1% 90 5%
25. Trade accounts payable and advances received
Trade accounts payable and advances recerved compnse

2009 2008
Trade accounts payable 19,014 19,197
Advances recerved 5,540 4,638
Total trade accounts payable and advances received 4,554 23,835
Terms and condinons of the financial habshnes
- Trade payables are non-mnterest beanng and are normatly sertled on 90-day terms
- Advances recewed are non-interest beanng and are normally serded on 60-day terms
26, Other liabilities
Other labihnes compnse

2009 2008
Liatnhiry on shares buy-back 1,400 -
Payables to personnel on salanes and wages 938 1,115
Taxes, other than income tax, payahle 297 305
Income tax payable 29 -
Accrued bonuses - 121
Other habilites 1,341 1,160
Total other ltabilities 4,005 2,701
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27 Borrowings

! Effectve
Currenicy _ interest rate Maturity 2009 2008

Short-term horm}mngs

Finance lease uspD 131% 2610 1,086 0954

USD 1,509,000 bank loan {2008, 2,263,000} UsD 105%  Oct 2010 754 754
1,840 1,708

Long-term borrowings

Finance lease Ush 13.1%  Mar 2017 11,164 12,250

USD 8,000,000 bank loan (2008 7,000,000 usD 142%  Sep 2011 8,000 7,000

USD 1,509,000 bank loan (2008 2,263,000} usD 105%  Oct. 2011 755 1,509

19,919 20,759

As at 31 December 2009 USI 8,000 thousand loan (2008 USD 7,000 thousand} is guaranteed by collateral of rotable
spate parts to Boeng arerafts with casrying amount of USD 4,307 thousand (2008 USD 4,447 thousand) and future
revenue from nckers sold by certain agents for the 1otal estimated amount of USD 80,960 thousand (2008 USD
24,671 thousand)

As at 31 December 2009 USD 1,509 thousand loan (2008 USD 2,263 thousand) 1s gusranteed by collateral of
property nghts for the Company’s office premises As at 31 December 2009, carrying value of these office prenuses
amounts to USD 5,452 thousand (2008 USD 5,794 thousand)

As ot 31 December 2009 the Group had avadable USD 649 thousand (2008 USD 1,649 thousand) of undrawn
borrowing facihines

The Group has not entered into any hedging armangements 1 respect of s Foreign currency obliganons or mterest
rate exposures All the bortowings bear fixed interest rate

28.  Contingencies, commitments and operating risks
Operating environment

The Ukrmman economy while deemed to be of market starus continues to display certan charactenstics consistent
with that of an economy 1n transsion These chamctenstes mclude, but are not hmuted to, low levels of hquudity n the
capital markets, high inflaton and the existence of currency controls which ¢ause the nanonl currency 1o be diqud
outside of Ukraine The stability of the Ukrainman economy will be sigmificantdy impacted by the Government’s poliaes
and actions wath regard to admmustrative, legal, and economic reforms As a result, operations in Ukraine nvolve nosks
that are not typical for developed markets

The Ukranian economy 15 vulnerable to market downtums and economic slowdowns clsewhere i the world The
global financial ensis has resulted 1 a decline 1n the gross domesne product, capital markets mstability, and sigmificant
deterioration 1n the Lquuchty i the banking sector, nghter credit condinons within Ukraine, and signuficant devaluation
of the Ukraman hryvni agminst major currencies Furthermore, the downgnde of the country’s credit ranngs, which
began 1 late 2008, conuoued in 2009 Whlst the Ukrumian Government continues to mtroduce varous stabihisaton
measures aimed at supporting the exchange rate and the banking sector, there continues to be uncertunty regarding
exchange rates, access to capital and 1ts cost for the Group and sts counterparnes At the same ume, the global
cconomic recession has also had a siguficant impact on Ukramne's balance of payments resulttng from a drop 1n
exports These factors could affect the Group’s financial positon, results of operations and business prospects

Whst management believes 1t 1s taking appropnate measures to support the sustatnabiity of the Group’s busmess in

the curreat circumstances, continued and unexpected further detenoration in the aress descnbed above could
negauvely affect the Group’s results and fimancial posiuen i a manner not currently derermmable

Litigations

In the ordinary course of business, the Group 1s subject to legal acuons and complunts Management believes that the
wltnate habibiy, if any, ansing from such actions or complunts will not have 2 matenal advene effect on the financial
conditon or the results of future operavons of the Group

Tax and legal mz_\ttters

Ulteatuzn legslation and regulanons regarding taxation and other opertuonal matters continue to evolve as a result of
an economy 1n tmnsiwen Legislaton and regulations are not always cleasly written and theu interpretanion 1s subject
to the opuuons of local, regional and nanonal authonnes, and other Governmental bodises Instances of inconsisient
opumuons of different authonties are not unusual Management believes that the Group has comphed wath all
regulatons and pard or accrued sll taxes that are applicable Where uncertunty ewsts, the Group has accrued tax
liahikioes based on management’s best estimate
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28. Contingencies, commitments and operating risks (continued)
‘

Insurance ,
The Group has obtamned msumnce coverage relaung to the nsks 1 connecnon with the explomtanon of aircrafts
through a Ukranian insurance provider, which s reinsured with an internationsl msurance company

.
Operahng lease commitments

Future mummum lezse payments required under non-cancellable operating leases as at 31 December are as follows-

2009 2008

Within one year 43,344 31,462
After one year but not more than five years 142,700 141,439
More than five years 90,405 125,368
276,449 298,269

Finance lease commitments

Future mummum lease payments under finance lease contract together with the present vave of the ner minimum
lease payments are as follows

2009 2008

Mmnimum Present value Mmmum  Present value

payments of payments payments of payments

Within one year 2,622 1,086 2622 954

After one year bur not more than five years 10,487 6,076 10,487 5336

More than five years 5,899 5,088 §,521 6,014
Total munimum lease payments 19,008 21,630
Less amounts representmng finance charges {6,758) (8,426)

Present value of mmimum lease payments 12,250 12,250 13,204 13,204

Guarantees

The Group guaranteed 30% of the liability under leasmg agreements of Swissport Ukrune LLC, associate to a
maxmum amount of EUR 1,800 thousand, which 1s ncurred jointdy with other investor of the associate

Fuel price change risk

The Group’s operation results may be sigmficantly affected by changes 1o fuel prce whuch 15 one of the Group's major
expense ttems The Group manages this nisk through introducton of addinonal fuel fee, whaich has mpact on the
mcrease 1n traffic revenue

29.  Related party transactions

In accordance with TAS 24 “Related Party Dhsclosures™, parties are considered 1o be related if one party has the abiliry
to control the other party or exercise sygnaficant influence over the other party 1n making financial or operational
deastons In considenng each possble related party relanonship, attention is directed o the substance of the
relanonshsp, not merely the legal form

Related parties may enter into transactions which unrelated partes aught not, and trantactions between related parnes
may not be effected on the same terms, condittons and amounts as transactons between unrelated parties The
manzgement considers that the Group has appropnate procedures wn place to idennfy and propedy disclose
transactions with related partes

The following table prownides the total amount of transacuons that have been entered 1016 with related parues for the
televant financial year:

Amounts  Amournts
Sales to Purchases  owed by owed to
related  from related related ralated

paries parties parties partics
Entity with sigmificant influence over the Group
Austrian Aurlines (shareholder of ULA
Betethgungsgesellschait GmbH} 2009 486 9,581 386 1,308
2008 761 15,077 329 1,020
Associate
Swissport Ukrane LLC 2009 M 5,765 511 617
2008 788 2,021 619 496
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9.  Related party transactions (continued)
d

Compensation of key n;lann&ment personnel of the Group

Compensation of key ms;nngcmcm personnel was comprsed of the following'

2009 2008
Salanes and other short-term benchits 1375 1,750
Social secunry costs 114 149
Total compensation pard to key manasgement personnel 1,489 1,899

Key management personnel consisted of 18 persons in 2009 year (2008 18 persons)

30.  Financial risk management objectives and policies

The Group’s pnnapal financial instruments compnse mterest-beanng loans and bomowings, cash and cash
equivalents and short-term deposits The Group has vanous other financial instruments, such as trade debtors and
trade ereditors, which anse directly from us operations

In assessing the far value of financial instruments, the Group uses a vanety of methods and makes assumptons based
on market conditions existing at the repornng date

The face values of financal assets and babiioes with 2 matunty of less than one year, less any esamated crecit
adjustments, are sssumed to be thetr fur values The fawr velue of finanoal habihnes 1s esumated by discounnng the
future conrractual cash flows at the current market mterest rate avadable to the Group for simular financial
mstruments

The Group has not entered into any matenal denvative transacnons The Group's overall ask management program
focuses on the unpredictzbility and neffictency of the Ukraman financial matkets and secks to mmmuze potential
adverse effects on the financra) performance of the Group

The main nsks ansing from the Group’s financial tstruments are foreign currency nsk, bqudity nsk, credit nsk and

capital nsk The management reviews and agrees policies for managing each of these nsks and they are summansed
below

Foreign currency nsk

In common with many other businesses in Ukraine, foreign currencies, i parncular the US doflar, play a sigruficant
role 1n the underlyng economucs of the husiness transacnons of the Group s at 31 December 2009, the exchange
rate of Ukrmiman hryviua ("UAF™) as established by the National Bank of Ukrune was 7985 to the US dollar (31
December 2008 7 7) Ukruman hryvrua denomunated short and long term bottowings, trade recervables and payables

give nse to foreipn exchange exposure The Group has not entered into wansacnons designed to hedge agunst these
foreign currency nsks

Currency nsks as defined by IFRS 7 anse on account of financial mstruments being denomuated 1 a currency that s
not the funcnonal currency and being of 2 monetary nature, translanon-related nsks are not aken into considerauon
Relevant sk vapables are generally non-funcuonal currencies m which the Group has financial mstruments. The

following table demonstrates the sensivity to a reasonably possible change i the foreign currency exchange rate, wath
all other vanables held constant, of the Group’s profit before tax

For the year ended 31 December 2009 Increase/ (decrease) i basis points Effect on profit before tax
Change m UAH exchange rate 313% (1,141)
Change n EUR exchange rate 12.3% (180)
Change in GBP exchange rate 13 9% 49
Change tn UAH exchange rare (31 3%) 1,141
Change n EUR exchange rate (12 3%) 180
Change nn GBP exchange mte (13 9%) 49

For the year cnded 31 December 2008 Tnerease/ (decrease) sn besis pornts Effect on profit before tax:
Change tn UAH exchange mte 30 1% (1,003)
Change tn EUR exchange rate 14 3% (171)
Change in GBP exchange rate 14 6% 11
Change in UAH exchange rate (301%) 1,003
Change n EUR exchange rate (14 3%) m
Change n GBP exchange rate (14 6%) (m
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30, Financial risk management objectives and policies (continued)
Liqudity nsk

The Group’s hqudity objective 15 to mamtan conunuity and flexabihity of funding through the use of credit terms
prownided by supplicrs and bank loans and borrowmgs
H

The Group analyzes the aging of its assers and the matunity of us habihines and plans 1ts hqudity depending on the
expected repayment of vanous mstruments

The table below summanses the matunty profile of the Group's financal habshiues at 31 December 2009 and 2008
basced on contractual undiscounted payments

For the year ended 31 December 2009 Less than 3 months 3 16 12 pronths 1 £o § years : Total
Borrowngs 253 1,587 19919 21,759
Other payables 3,605 - 103 3,708
Trade and other accounts payables 18,825 12 177 19,014

For the year ended 31 Deacember 2008 Lass than 3 months 3 to 12 smonths ! 10 5 years Toral
Borrowings 239 1,469 20,759 22467
QOther payables 2,293 - 103 2396
Trade and other accounts paysbles 16,806 64 2327 19,197
Credit nsk

Financial instruments, which potentnlly subject the Group to sigmficant concentranons of credit ask, consst
poncipally of cash and cash equivalents, trade and other recervables

The Group mamntamns cash and cash equivalents with vanious financial nsdmnons The Group's policy 135 designed to
Lt exposure to any one wnsttution. Management performs pedodic evaluauons of the credu standing of those
financual mstitunons. The maxmum exposure to credit nsk associated with cash and cash equivalents 1s equal to the
carrying amount of these instruments

Concentrations of credit nsk wath respect to accounts recewvable from agents 1s hmuted due to the large number of
agents

The Group’s credit nsk exposure 13 monitored and analyzed on a case-by-case bays, and the Group’s management
belteves that credit nsk 1s appropnately reflected in impawrment allowances recogmsed aganst assets

Captal risk management

The Group considers debt and shareholders” equity as pnimary capital sources The Group’s objecuves when
managmg capital are to safeguard the Group’s abality to continue as a going concem in order to provide retuns for
shareholders and benefits for other stakeholders as well as to provide financing of s opersting requirements, capiral
expenditures and Group’s development strategy The Group's capital management polictes aum to ensure and mantan
an optmal capital strucrure to reduce the overall cost of capntal and flexability relatung to Group's access to capital
murkets

2009 2008
Long-term horrowings 19919 20,759
Short-term borsowings 1,840 1,708
Cash and cash equivalents {5062) {8,055)
Net deb: 16,697 14,412
Converuble preference shares 5,400 5,400
Total equity 14,412 36,903
Total capital 39812 42,303
Capital and net debt 56,509 56,715
Geanng rano 295% 254%

[

Management mbnitors on a regular basis Group's capital structure and may sdjust its capital management policies and
targets following changes of 1ts operating environment, market sentiment or 1ts development strategy.
31 Events after the reporting period

In March 2010 the Company sold 32,500 of us ordinary shares (5 97% of share capital), presented ns treasucy shares 1in
these consobidated financial statements
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