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1. Financial Statements (Unaudited)

AIRPLANES GROUP

A, UNAUDITED CONDENSED BALANCE SHEETS

March 31, June 30,
2013 2013
Airplanes  Airplanes Airplanes  Airplanes
Limited Trust Combined  Limited Trust Combined
{8millions) ($millions)
ASSETS
Cash 128 - 128 132 - 132
Accounts receivable
Trade receivables 6 - 6 5 - 3
Allowance for doubtful debts (3} - 3) {3) - 3)
Amounts due from Airplanes Trust 21 - 21 20 - 20
Prepaid expenses 1 - 1 2 - 2
Other Current Assets 1 1 2 2 1 3
Total Current Assets 154 1 155 158 1 139
Aircraft, Held for Use 59 46 105 45 42 87
Aircraft, Held for Sale 4 - 4 2 - 2
Total assets 217 47 264 205 43 248
LIABILITIES
Accrued expenses and other liabilitics 1,905 107 2,012 2,000 112 2,112
Amounts due to Airplanes Limited - 21 21 - 20 20
Total Current ].iabilities 1,905 128 2,033 2,000 132 2,132
Indebtedness 1,335 127 1,462 1,314 125 1,439
Deferred income taxes - - - -
Total liabilities 3,240 255 3,493 3,314 257 3,571
Comunen Stock, $1 par value per share,
Authorised 10,000 shares: issued and
outstanding 30 shares. - - - - - -
Net liabilities (3.023) (208) (3,231) (3,109) (214) (3,323)
217 47 264 205 43 2438

The accompanying notes are an integral part of the unandited condensed financial statements



AIRPLANES GROUP
B. UNAUDITED CONDENSED STATEMENTS OF OPERATIONS

Three Months Ended June 30,

2012 2013
Airplanes  Airplanes Airplanes  Airplanes
Limited Trust Combined  Limited Trust Combined
($millions) ($milkions)

Revenues
Aircraft leasing 26 4 30 14 5 19
Other Income ¢ - 4 - - -
Adireraft sales 13 1 14 21 - 21
Expenses
Cost of Aireraft Sold (10} - {1 {9) - €))
Impairment charge - - - (1} - (48]
Depreciation and amortisation {11} (13 {12) {5} (5) {10)
Net interest expense (83) (Y] 3N (102} (5) (107
Bad and doubtful debts (3} - (3) - - -
Other lease costs (7) (1 (8) - - -
Selling, general and administrative

EXPENSES (6} - (6) {4} (1) (5
Operating loss before
provision for income taxes (77} n {78 (86} (6) 92)
Income tax charge - - - - - -
Net Loss a7 (1 {78) (86) (6) (92)

The accompanying notes are an integral part of the unaudited condensed financial statements



AIRPLANES GROUP
C. UNAUDITED CONDENSED STATEMENTS OF COMPREHENSIVE INCOME / (LOSS)

Three Months Ended June 30,

2012 2013
Airpianes  Airplanes Airplanes  Airplanes
Limited Trust Combined Limited Trust Combined
($miltions) ($millions)

Loss for the period ) (1y (78) (86) ®) (92)
Other Comprehensive Income
- Net change in cashflow hedges - - - - - -
Total Comprehensive Loss {77) (1) {78) {86) (6) (92}

The accompanying notes are an integral part of the unaudited condensed financial statements



Bafance at March 31, 2012
Net loss for the period
Other Comprehensive Loss

Balance at June 30, 2012

Balance at March 31, 2013
Net loss for the period
Qther Comprehensive Loss

Balance af June 36, 2013

AIRPLANES GROUP

D, UNAUDITED STATEMENTS OF CHANGES IN SHAREHOLDERS' DEFICIT/NET LIABILITIES

Three Months Ended June 30, 2012 and June 30, 2013

Airplanes Limited Airplanes Trust Combined
Share Accumulated Other Sharcholders' Accumulated Cther Shareholders  Shareheiders
Capital Loss Comprehensive Deficit Compyrehensive Deficit Daficit/ Net
Loss Loss Liabilities
{$millions) ($millions) {smillions) ($millions) (Smilllons) ($mitlions) {$mifions) {$millions}
- 2682 1 2,683 198 (48] 187 2,880
- i - 77 1 - 1 T8
- 2,759 1 2,760 199 4] 158 2,958
- 3,022 1 3.023 209 (1 208 3,231
- 86 - 26 6 B 4 92
- 3,108 I 3,109 215 (1) 214 3,323
The accompanying notes are an integrul purt of the unaudit d fi i st




Cash flows from operating activities
Net loss
Adjustment to reconcile net loss

to net cash provided by operating activities:

Depreciation

Impairment charge

Profit on disposal of aircraft
Provision for bad debts

Accrued and deferred interest expense

Changes in operating assets & liabilities;
Purchase/Sale of aircraft

Accounts receivable

Other accruals and liabilities

Other assets

Net cash provided by operating activities

Cash flows from financing activities
Repayment of indebtedness

Net cash used in financing activities
Net increase / (decrease) in cash

Cash at beginning of period
Less: restricted cash

Cash and cash equivalents at beginning of period

Cash at end of period

Cash paid in respect of:
Interest

The accompanying notes are an integral part of the unaudited condensed financial statements

AIRPLANES GROUP
E. UNAUDITED CONDENSED STATEMENTS OF CASHFLOWS

Three Months Ended June 30,
2012 2013

Airplanes Airplanes Airplanes  Airplanes

Limited Trust Combined Limited Trust Combined
($millions) ($millions)
{77 (0 {78) (86) (6) 92)
11 1 12 5 3 10
- - - 1 - 1
(3 (1) 4) (12) - {12)
(1) - 1) - - -
82 4 86 102 4 106
13 1 14 21 - 21
8 - 8 1 - i
(8) - 8) (6) (H 7
(2) - ) (1) - (1)
23 4 27 25 2 27
(37) 4 (41) (21) 2) {23)
37) @ (40 (21) (2) {23
(14) 0 (14) 4 - 4
76 - 76 128 - 128
76 - 76 128 - 128
62 - 62 132 - 132
1 - 1 1 - 1




F. Notes to the Unaudited Condensed Financial Statements

Note 1. Basis of Preparation

The accompanying vnaudited condensed financial statements of Airplanes Limited, a special purpose
company formed under the laws of Jersey, Channel Islands (“Airplanes Limited™), and Airplanes
U.S. Trust, a trust formed under the laws of Delaware (“Airplanes Trust” and together with
Airplanes Limited, “Airplanes Group”) and the combined unaudited condensed balance sheets,
statements of operations, statements of comprehensive income/(loss), statement of changes in
shareholders’ deficit/net liabilities and statements of cashflows of Airplanes Group (together the
“financial statements”) have been prepared on a going concern basis in conformity with United
States generally accepted accounting principles.

The accompanying financial statements for Airplanes Limited and Airplanes Trust reflect alf
adjustments which in the opinion of management are necessary for a fair statement of the results of
operations for the three month periods ended June 30, 2013 and June 30, 2012. Such adjustments are
of a normal, recurring nature. The results of operations for the three month period ended June 30,
2013 are not necessarily indicative of the results to be expected for the full year.

References to Airplanes Group in these notes to the unaudited condensed financial statements relate
to Airplanes Limited and Airplanes Trust on a combined or individual basis as applicable and in this
respect, we use “we”, “us” and “our” to refer to Airplanes Group and its subsidiaries and Airplanes
Pass-Through Trust. The “Board” refers to the Board of Directors of Airplanes Limited and the
Controlling Trustees of Airplanes U.S. Trust. Reference to the “United States” or the “US” are to
the United States of America and references to “US dollars”, “US$” or “$” are to United States

dollars.
Airplanes Group’s accounting policies are consistent with previous periods.

Recent events affecting subclass A-9 note and certificate holders

We have been unable to meet all of the base case assumptions either in our original prospectus
dated March 28, 1996 (the “1996 Base Case”) or in our prospectus dated March 8, 2001 (the
*2001 Base Case”). On each payment date since the December 15, 2003 payment date, we have
been paying in full only our administrative and lease expenses and certain other payments in the
ordinary course of business, interest on the class A notes, hedging payments and the “First
Collection Account Top-up”. We have used any remaining cashflows towards payment of minimum
principal on the class A notes which at July 15, 2013 was $412 million in arrears.

As a result of developments in the ongoing litigation with Transbrasil, as described in more detail .
under “Note 2. Contingent Liabilities - Legal Proceedings”, the likelihood that there will not be any
final non-appealable decision in that litigation in the reasonably foreseeable future, the existence of
orders to pay money into court (published on June 26, 2012) that may or may not be stayed and our
limited future cashflows, the Board determined on June 28, 2012 to increase the liquidity reserve
held by way of the maintenance reserve amount, required to be held at the level of the “First
Collection Account Top-up” in the priority of payments, from US$45 million to US$110 million.
This increase resulted in the suspension of payments of subclass A-9 minimum principal (but not
subclass A-9 interest payments) commencing July 16, 2012. Such suspension continued until the
amount of cash retained in the collection account by way of maintenance reserve amount reached



US$110 million which occurred on the January 15, 2013 payment date. As a result, the payment of
subclass A-9 minimum principal resumed on that payment date. The maintenance reserve amount
will continue to be mvested in permitted account investments in accordance with the trust
indentures.

Notwithstanding the efforts that have been made by Brazilian legal counsel retained by our servicer,
GE Capital Aviation Services Limited (“GECAS” or the “Servicer”), on behalf of Airplanes
Holdings (“Brazilian Counsel”), as of the date hereof, it has not been possible to stay, or have
overturned on appeal, the judgment issued against Airplanes Holdings by the Appellate Court of the
State of Sao Paulo in May 2010 (the “2010 Judgment”). Currently each of Transbrasil’s former
owners, its trustee in bankruptcy and its lawyers are secking separately to enforce this judgment
and, as described below, on June 21, 2012 a Lower Court judge issued to Airplanes Holdings and
the other Lessor Companies (as defined in “Note 2. Contingent Liabilitics - Legal Proceedings™)
two orders to pay (the “Orders to Pay”). The total amounts specified in the Orders to Pay as being
directly allocable to Airplanes Holdings are approximately R$160 million / US$80 million (based on
an exchange rate of US$1:R$2. While the actual exchange rate fluctuates regularly and will cause
the USS amounts to vary accordingly, this is the exchange rate used for all Brazilian currency
conversions provided herein and is not necessarily the exchange rate on the date hereof). The
Orders to Pay also direct that payments be made by all the Lessor Companies, including Airplanes
Holdings, with respect to the AerCap Leasing Note (as defined in “Note 2. Contingent Liabilitics -
Legal Proceedings”), but the Orders to Pay do not currently assign any particular amount to be paid
by Airplanes Holdings or any of the other Lessor Companies with respect to that promissory note,
nor is it possible to calculate such amount without further guidance from the Lower Court. Any
amount which may be paid pursuant to the Orders to Pay is to be held by the Lower Court while
litigation regarding the 2010 Judgment continues.

The amount of US$110 million to which the liquidity reserve was increased represented the best
reasonable estimate we could make at the time, based upon advice provided by Brazilian Counsel,
of a worst case allocation of liability to Airplanes Holdings under the 2010 Judgment (with the
understanding that additional amounts could be payable but are not yet capable of being estimated),
which includes both the approximately US$80 million directly allocable to Airplanes Holdings as
well as a worst-case scenario estimate of amounts for which Airplanes Holdings could be held liable
with respect to the AerCap Leasing Note. Notwithstanding the lack of merit, fairness or rationale in
the 2010 Judgment and the Orders to Pay and their imprecision, the Board determined, after lengthy
consideration and in consultation with its service providers and legal counsel, that it had no option
but to take steps that would allow Airplanes Holdings to comply with the 2010 Judgment, as well as
the Orders to Pay, if and when enforced against Airplanes Holdings. Because our future cashflows
are necessarily limited, we determined on June 28, 2012 that we needed to begin retention of a
significant percentage of our cashflows so that Airplanes Holdings would be capable of meeting its
liability should Transbrasil ultimately prevail. Since, under the trust indentures, claims on Airplanes
Group subsidiaries, such as the judgment against Airplanes Holdings, are senior to the subclass A-9
notes and certificates, such claims are required to be satisfied before we can make payments on the
subclass A-9 notes and certificates. We therefore determined at that time that if we did not reserve a
portion of our future cashflows, we would likely prevent Airplanes Holdings from being able to
satisty its liability if we were instead to distribute this limited cashflow as subclass A-9 minimum
principal (ranking below this claim in the priority of payments) in contravention of our contractual
requirements and of applicable law. This action to increase the liquidity reserve in no way
diminishes Airplanes Holdings® determination to continue vigorously to dispute liability in the
litigation with Transbrasil in an effort to have as much as possible of this reserve paid ultimately to



the subclass A-9 noteholders if the litigation is ultimately resolved in favor of Airplanes Holdings or
if’ Airplanes Holdings’ ultimate liability is for a lower amount, although no assurances can be given
as to the ultimate outcome of the litigation or as to the timing of any resolution thereof.

If it is determined that the amounts set forth in the Orders to Pay, insofar as they relate to amounts
payable by Airplanes Holdings, are in excess of US$100 million and either proceedings to enforce
the Orders to Pay are commenced or we are unable to obtain a stay of enforcement of the Orders to
Pay, an event of default may occur under the trust indentures. As discussed below under “Note 2.
Contingent Liabilities — Legal Proceedings”, on July 25, 2012 Brazilian Counsel on behalf of
Airplanes Holdings and the GE Lessors (defined below) filed with the Lower Court letters of
guarantee in connection with the Orders to Pay. (On December 18, 2012 GECAS posted additional
letters of guarantee to cover the actions against AerCap Ireland Limited and AerCap Leasing (as
defined below), including with respect to the AerCap Leasing Note (as defined below).) Additional
orders to pay or clarification of the amounts payable by Airplanes Holdings pursuant to the 2010
Judgment may also cause the US$100 million threshold amount to be exceeded. Such an occurrence
could cast substantial doubt on Airplanes Group’s ability to continue as a going concern even
though Airplanes Holdings is challenging the Orders to Pay and the 2010 Judgment and would
challenge any such additional orders, as it has challenged other adverse orders and judgments in the
Transbrasil litigation to date. If such an event of default occurs, the senior trustee (the indenture
trustee of the senior class of notes, namely the class A notes), may, and if directed by holders of at
least 25% of the outstanding principal balance of the senior class of notes, must, issue a default
notice declaring the outstanding principal balance of all notes to be due and payable. The unaudited
consolidated financial statements for the quarter ended June 30, 2013 do not include adjustments
that would result if Airplanes Group was unable to continue as a going concern. For further detail
see below under “Note 2. Contingent Liabilities - Legal Proceedings”.

Even in the absence of an increase in the maintenance reserve amount, we would not have been able
to make any further payments on the class B, C or D notes or to repay in full the subclass A-9
notes. The Transbrasil litigation adds further uncertainty with regard to the exact amount of
principal we will ultimately be able to pay on the subclass A-9 notes.

General Background

As a result of the overall strengthening of the aviation industry between 2005 and 2007, our lease
rates in that period for some of the aircraft types in our portfolio improved over the rates we had
obtained for these aircraft in the years immediately following the terrorist attacks in the US on
September 11, 2001 (“9/117) although lease rates were still lower, and in some cases substantially
lower, than the rates assumed in the 2001 Base Case. Additionally, our aircraft downtime in that
period generally lessened as a result of stronger demand and improved industry conditions in those
years. However, because of earlier restructurings and the fact that not all of our leases came up for
renewal in the period 2005-2007, we could not benefit fully from the temporary improvements in
lease rates and values which we experienced even for some of our older aircraft in that period.
Furthermore, 2008 and 2009 proved to be extremely difficult for most carriers with record high
average fuel prices, exceptionally weak yields and the near collapse of parts of the worldwide
banking system which led to simultaneous recession in the EU, US and Japan, liquidation of a
number of airlines worldwide such as Aloha, Eos, Skybus, Spain’s Futura and the UK’s XL Group,
two of our Asian and one of our Affican lessees, and reorganizations or bankruptcy of other
airlines.
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Despite improved industry conditions overall from 2010 to date, the market for our portfolio of
older, less technologically advanced aircraft has remained extremely difficult and the majority of our
lessees are in a weak financial condition, with two lessees of 11 of our aircraft, Mexicana and
Blueline, having ceased operations and entered bankruptcy during the year ended March 31, 2011,
one lessee of one of our aircraft, American Airlines, having entered bankruptcy during the year
ended March 31, 2012 and the lessee of two of our aircraft, Batavia Air, having ceased operations
and entered bankruptcy during the year ended March 31, 2013. While the International Air
Transport Association (“LATA”) reported global losses by the aviation industry in 2008 and 2009, it
reported profits of $19.2 billion for the aviation industry in 2010, $8.8 billion for 2011 and $6.7
billion for 2012. IATA is also forecasting profits for the aviation industry for 2013 of $12.7 billion.
While our cashflows do not generally correspond to performance of the airline industry as a whole
but rather reflect the age of our aircraft and the financial condition of the majority of our lessees, a
global or broad regional economic downturn may adversely affect the financial condition of all our
lessees and can disproportionately affect the value of older aircraft. In addition, as a result of the
sustained adverse market conditions for our portfolio of aircraft over the past several years, the
majority of our aircraft are highly likely to become obsolete earlier than the end of their useful life
expectancies assumed in the 2001 Base Case assumptions, which further negatively affects the lease
rates and market values of these aircraft.

Where we are able to re-lease aircraft, the lease rates we are able to achieve currently and the lease
rates we have been able to achieve in the past five years have generally been substantially lower than
the rates generated for the same aircraft in the 2005 - 2007 period, which, as noted above, were in
some cases already substantially lower than the rates assumed in the 2001 Base Case. We have
entered into only three new leases (excluding finance-type leases in respect of conditional sale
agreements) in the last three years and no new leases in the last two years. For these three new
leases the lease rates have been substantially lower than the lease rates assumed for those aircraft in
the 2001 Base Case. Even with lease rates compromised in this way, many of our lessees struggle to
comply with their payment obligations. In the year ended March 31, 2013, the Servicer took early
redelivery of five aircraft and restructured leases or signed early termination agreements in respect
of two aircraft as a result of the airlines being in financial difficulty, See “2D. The Lessees™.

Notwithstanding the lifting of certain restrictions on aircraft sales that were contained in our
indentures prior to the consent solicitation we conducted in 2003 (the “2003 consent solicitation™),
it has been very difficult, and will likely continue to be very difficult, for us to achieve sales as our
aircraft age and newer, more fuel-efficient aircraft become available at more competitive prices due
to overcapacity. Although we undertake a sale of an aircraft only where the Servicer can
demonstrate either that there is no realistic re-lease prospect for an aircraft, or that the sale proceeds
are expected to be greater than the net present value of estimated cashflows from re-leasing
(including, inter alia, the estimated transition costs), assuming a lease could even be obtained, the
sales that we have been able to achieve have not made a significant difference to our overall
cashflows.

As realistic prospects for re-leasing our aircraft and projected cashflows from any such re-leasing
diminish, we anticipate that upon redelivery of our aircraft at the end of their current leases the
analysis performed by the Servicer will demonstrate in almost all cases that cashflows will be
maximized through a sale of the aircraft rather than re-leasing.
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The limited leasing and sale markets for our aircraft have required us to consider other alternatives
for maximizing cashflow from our portfolio. For some aircraft we have been able to obtain better
returns by leasing or selling the airframe or its engines separately. In the 39 months to June 30,
2013 we sold 11 airframes and 25 engines, leased three other airframes under conditional sale
agreements and leased eight engines to two lessees. For other aircraft, cashflows may be maximized
by selling the aircraft as scrap, including under a consignment arrangement where we receive
payments as parts of the aircraft are torn down and sold, although as of June 30, 2013 we had not
entered into any consignment arrangements.

However, even taking into account these alternatives, we had two aircraft, one airframe and five
engines on the ground as at June 30, 2013. As at the date of this Quarterly Report, we have sold
none of these aircraft, airframe or engines.

The environment is thus deeply challenging for aircraft of the age and type comprising our portfolio
and the revenue we are able to generate is accordingly limited and is not sufficient to allow us to
pay minimum principal on the subclass A-9 notes in full, or to pay any interest or minimum principal
on the class B notes or any interest on the class C and class D notes even if we had not used most of
our available cashflows in the seven months ended January 15, 2013 to increase the maintenance
reserve amount referred to above. We therefore do not expect to generate revenues that will be
sufficient to repay in full the subclass A-9 notes, or to pay any interest or principal on the class B, C
or D notes.

Impairment

Aircraft are periodically reviewed for impairment in accordance with the Financial Accounting
Standards Board’s (“FASB”) Accounting Standards Codification No. 360 “Property, Plant and
Equipment — Accounting for the Impairment of Long Lived Assets” (“FASB ASC 360”). An
impairment review is required whenever events or changes in circumstances indicate that the asset's
carrying amount may not be recoverable. An impairment loss is evaluated when the undiscounted
estimated future cashtlows of the aircraft are less than its carrying value, and the loss is measured as
the excess of the carrying value over the fair value.

The fair value of the aircraft is based on independent appraisals of aircraft and other available
information, including past experience, actual lease rates, sales prices achievable in the current
market, the Servicer’s experience in the market and estimated discounted future cashflows. The
independent appraisals are determined based on the assumption that there is an “open, unrestricted
stable market environment with a reasonable balance of supply and demand”. Where the other
available information indicates a lower value for an aircraft than its appraised base value, such
mformation is evaluated in detail in making the determination of the fair value for that aircraft.
Estimated discounted future cashflows are used as a more accurate indication of fair value where
appropriate. The estimated discounted future cashflows assume, among other things, market lease
rates or sale of the aircraft at the end of the existing lease term, other lease or sale costs, downtime
and the risk inherent in the cashflows.
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Debt Maturity

The terms of each subclass or class of notes, including the outstanding principal amount as of June
30, 2013 and estimated fair value as of June 30, 2013 are as follows:

Annual Tnterest Outstanding Estimated Fair
Rate Principal Amount Final Value at
Class of Notes (Pavable Monthlv) at June 30, 2013 Maturity Date June 30, 2013%#*
$ Million $ Million
Subclass A-8 * N/A - - -
Subclass A-9 (LIBOR+.55%) 456 March 15, 2019 152
Class B (LIBOR+.75%) 227 March 15, 2019 2
Class C (8.15%) 350 March 13, 2019 -
Class D (10.875%) _ 395 March 13, 2019 _ -
1.428 194

*  The principal of the subclass A-8 notes and certificates was repaid in full on November 15, 2010. Although accrued and
unpaid step-up Interest on such notes and certificates remains outstanding and interest continues to accrus on such
unpaid step-up interest, these amounts are payable at level (xv) in the priority of payments and we do not have sufficient
cashflows to pay them.

*%  Although the estimated fair values of the class A to D notes outstanding have been determined by reference to prices as
at June 30, 2013 provided by an independent third party based on information available to that third party at that date,
these estimated fair values do not reflect the market value of these notes at a specific time and should not be relied upon
as a measure of the value that could be realized by a noteholder upon sale. The actual amount that may be returned to
noteholders is likely to be materially different.

SEC Filings

Until September 3, 2005 when we filed a Form 15 with the Securities and Exchange Commission
("SEC"), we were a reporting company under the Securities Exchange Act of 1934 and as such
filed annual, quarterly and other periodic reports with the SEC. You can obtain electronic copies,
free of charge, of all of our periodic and other reports filed electronically with the SEC prior to
September 3, 2005 from our website, www.airplanes-group.com. For an explanation of our filing of
a Form 15, please refer to our press release dated September 3, 2005 as filed with the SEC on Form
8-K and also available on our website. Although we are not required to comply with the SEC’s
reporting requirements and, as a result, the SEC’s other requirements applicable only to reporting
companies, we use these SEC requirements, to the extent appropriate, as a guideline for “best
practice™.

Fair Value Measurement of Financial Instruments

In September 2006, the FASB issued Accounting Standards Codification No. 820 “Fair Value
Measurements and Disclosures” (“FASB ASC 8207). This standard clarifies the definition of fair
value for financial reporting, establishes a framework for measuring fair value of financial
mstruments and requires additional disclosures about the use of fair value measurements. FASB
ASC 820 is effective for financial statements issued for fiscal years beginning after November 15,
2007 and interim periods within those fiscal years. Under FASB ASC 820, Airplanes Group
determines fair value based on the price that would be received to sell a financial asset or paid to
transfer a liability in an orderly transaction between market participants at the measurement date. It
is Airplanes Group’s policy to maximize the use of observable inputs and minimize the use of
unobservable mputs when developing fair value measurements in accordance with the fair value
hierarchy as described below. Where limited or no observable market data exists, fair value



measurements for financial assets and habilities are based primarily on management’s own estimates
and are calculated based upon Airplanes Group’s pricing policy, the economic and competitive
environment, the characteristics of the financial asset or liability and other such factors. Therefore,
the results may not be realized in actual sale or immediate settlement of the asset or Lability.

Airplanes Group adopted FASB ASC 820 for all financial assets and liabilities required to be
measured at fair value on a recurring basis, prospectively from January 1, 2008. The application of
FASB ASC 820 for financial instruments which are periodically measured at fair value did not have
a material effect on Airplanes Group’s results of operations or financial position.

Under FASB ASC 820, there is a hierarchal disclosure framework associated with the level of
pricing observability utilized in measuring assets and liabilities at fair value. The three broad levels
defined by the FASB ASC 820 hierarchy are as follows:

Level 1 — Quoted prices are available in active markets for identical financial assets or liabilities as at
the reported date.

Level 2 — The fair values determined through Level 2 of the fair value hierarchy are derived
principally from or corroborated by observable market data. Inputs include quoted prices for similar
financial assets, liabilities (risk adjusted) and market-corroborated inputs, such as market
comparables, interest rates, yield curves and other items that allow value to be determined.

Level 3 — The fair values pertaining to Level 3 of the fair value hierarchy are derived principally
from unobservable inputs from Airplanes Group’s own assumptions about market risk developed
based on the best information available, subject to cost benefit analysis, and may include Airplanes
Group’s own data.

When there are no observable comparables, inputs used to determine value derived through
extrapolation and interpolation and other Airplanes Group-specific inputs such as projected financial
data and Airplanes Group's own views about the assumptions that market participants would use.

In October 2008, the FASB issued Accounting Standards Codification No. 820-10-35, “Fair Value
Measurements and Disclosures — Subsequent Measurement” (“FASB ASC 820-10-35") which
clarifies the application of FASB ASC 820 in a market that is not active and is intended to address
the following application issues:

¢ How the reporting entity’s own assumptions (that is, expected cash flows and appropriately
risk-adjusted discount rates) should be considered when measuring fair value when relevant
observable inputs do not exist.

¢ How available observable inputs in a market that is not active should be considered when
measuring fair value.

e How the use of market quotes (for example, broker quotes or pricing services for the same
or similar financial assets) should be considered when assessing the relevance of observable
and unobservable inputs available to measure fair value.

FASB ASC 820-10-35 1s efiective on issuance, including prior periods for which financial
statements have not been issued. As such, FASB ASC 820-10-35 was effective for Airplanes Group
for the year ended March 31, 2009. Adoption of FASB ASC 820-10-35 did not have a significant
mmpact on Airplanes Group’s financial statements.



Airplanes Group’s policy is to maximize the use of observable inputs and minimize the use of
unobservable inputs when developing fair value measurements, in accordance with the fair value
hierarchy of FASB ASC 820. The fair values determined by Airplanes Group are derived principally
from or corroborated by observable market data. Inputs include quoted prices for similar assets,
liabilities (risk adjusted) and market-corroborated inputs, such as market comparables, interest
rates, yield curves and other items that allow fair value to be determined. Due to the prevailing
market conditions, Airplanes Group applied additional inputs to the fair value determination in the
form of credit spreads, credit default swaps and an assessment of the probability of its own non-
performance and of default by either of the cap counterparties.

The following table summarizes the fair value of Airplanes Group’s financial assets and liabilities as
of June 30, 2013 by level within the fair value hierarchy.

Using
Quoted
Prices in Using
Active Significant  Using
. Markets Other Significant
Net Fair for Identical  Observable  Unobservable
Value at Assets Inputs Inputs
June 30, 2013 (Level 1) (Level 2) (Level 3)
(S in thousands)
Cash and cash equivalents............ 132,300 132,300 - -
Restricted cash.......occooveeiiinnnn. - - - -
Debt...cooiiieiniiecieceee e (194,000) - (194,000) -
Derivatives: ....ccoccvvveerueeriienie e
Interest rate Caps .ooooveevereesiananas 20 - 20 -
O TE1 O (61,680) 132,300 (193,980) -

Accounting Standards Codification No. 825, “Financial Instruments” (“FASB ASC 825) requires
a company to disclose the fair value of all financial instruments along with significant assumptions
used to estimate fair value and any changes to those methods and significant assumptions.

Accounting Standards Codification No. 825-10-50-3 “Financial Instruments — Disclosures” (“FASB
ASC 825-10-50-37) amended FASB ASC 825, requiring that such disclosures be included in
interim financial statements as well as year end financial statements.

Airplanes Group’s financial instruments consist principally of derivative labilities, note
indebtedness, cash and cash equivalents and restricted cash. The fair value of cash and cash
equivalents and restricted cash approximates the carrying value of these financial instruments
because of their short term nature.

The fair value of Airplanes Group’s debt is estimated by reference to prices as at June 30, 2013
provided by an independent third party based on information available to that third party at that
date. The fair value does not reflect the market value of the debt at a spectfic time and should not be
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relied upon as a measure of the value that could be realized by a noteholder upon sale. The actual
amount that may be returned to noteholders is likely to be materially different.

The carrying amounts and fair values of Airplanes Group’s financial instruments as of June 30, 2013
are as follows:
Carrying
Amount of Fair Value of
Asset/(Liability) Asset/(Liability)

(8 in thousands) (§ in thousands)

Assets
Cash and cash equivalents.........cccoooveerecieennen. 132,300 132,300
Restricted cash.....occoveveeeiiieiieiiieeee e, - -
DEriVALIVES cuvveveveesrie ettt 20 20
132,320 132,320
Liabilities
DEbl.cee e (1,427,877) (194,000)
(1,427,877) (194,000)

Note 2. Contingent Liabilities

Guarantees

Airplanes Limited and Airplanes Trust have unconditionally guaranteed each others’ obligations
under all classes of notes issued by Airplanes Trust and Airplanes Limited, respectively, pursuant to
the securitization fransaction, details of which are set out in our annual report for the year ended
March 31, 2013 (the “Annual Report™) which is available on our website.

Foreign Taxation

The international character of Airplanes Group’s operations gives rise to some uncertainties with
regard to the impact of taxation in certain countries. The position is kept under continuous review
and Airplanes Group provides for all known liabilities.

Legal Proceedings

Transbrasil

Airplanes Holdings leased two aircraft to Transbrasil, a now defunct Brazilian airline, in the 1990s.
At the same time, other aircraft were leased to Transbrasil by General Electric Capital Corporation
(“GE Capital”), two affiliates of GE Capital (Alcyone FSC Corporation (“Alcyone”) and Aviation
Financial Services Inc. (now known as NAS Holdings LLC, (“NAS™)) (collectively, with GE
Capital, the “GE Lessors™), AerFi Group ple (now renamed AerCap Ireland Limited) and an
affiliate of AerFi Group plc (AerFi Leasing USA 1T Inc. (now renamed AerCap Leasing USA 11
Inc.) (“AerCap Leasing™)). Airplanes Holdings, GE Capital, Alcyone, NAS, Aerki Group plc and
AerCap Leasing are collectively referred to as the “Lessor Companies”. GECAS was the servicer
for all of the leases entered into between the Lessor Companies and Transbrasil at that time.
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