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Management’s Statement

The Executive Board and Board of Directors have today considered and adopted the Annual Report of
CAE Centre Copenhagen A/S for the financial year 1 April 2020 - 31 March 2021.

The Annual Report is prepared in accordance with the Danish Financial Statements Act.

In our opinion the Financial Statements give a true and fair view of the financial position at 31 March
2021 of the Company and of the results of the Company operations for 1 April 2020 - 31 March 2021.

In our opinion, Management's Review includes a true and fair account of the matters addressed in the
Review.

We recommend that the Annual Report be adopted at the Annual General Meeting.

Kastrup, 30 June 2021

Executive Board

Signe Nicolaisen Horning
Board of Directors

Onno Rijsdijk Jose Maria Garcia Elipe James William Cahill
Chairman
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Independent Auditor’s Report

To the Shareholder of CAE Centre Copenhagen A/S

Opinion

In our opinion, the Financial Statements give a true and fair view of the financial position of the Com-
pany at 31 March 2021 and of the results of the Company’s operations for the financial year 1 April 2020 -
31 March 2021 in accordance with the Danish Financial Statements Act.

We have audited the Financial Statements of CAE Centre Copenhagen A/S for the financial year 1 April
2020 - 31 March 2021, which comprise income statement, balance sheet, statement of changes in equity
and notes, including a summary of significant accounting policies ("the Financial Statements”).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) and the additio-
nal requirements applicable in Denmark. Our responsibilities under those standards and requirements
are further described in the ”Auditor’s responsibilities for the audit of the Financial Statements” section
of our report. We are independent of the Company in accordance with the International Ethics Standards
Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code) and the additional re-
quirements applicable in Denmark, and we have fulfilled our other ethical responsibilities in accordance
with these requirements. We believe that the audit evidence we have obtained is sufficient and appropri-
ate to provide a basis for our opinion.

Statement on Management’s Review
Management is responsible for Management’s Review.

Our opinion on the Financial Statements does not cover Management’s Review, and we do not express
any form of assurance conclusion thereon.

In connection with our audit of the Financial Statements, our responsibility is to read Management’s
Review and, in doing so, consider whether Management’s Review is materially inconsistent with the Fi-
nancial Statements or our knowledge obtained during the audit, or otherwise appears to be materially
misstated.

Moreover, it is our responsibility to consider whether Management’s Review provides the information re-
quired under the Danish Financials Statements Act.

Based on the work we have performed, in our view, Management’s Review is in accordance with the
Financial Statements and has been prepared in accordance with the requirements of the Danish Financial
Statements Act. We did not identify any material misstatement in Management’s Review.

Management’s responsibilities for the Financial Statements

Management is responsible for the preparation of financial statements that give a true and fair view in ac-
cordance with the Danish Financial Statements Act, and for such internal control as Management deter-
mines is necessary to enable the preparation of financial statements that are free from material misstate-
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Independent Auditor’s Report

ment, whether due to fraud or error.

In preparing the Financial Statements, Management is responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting in preparing the Financial Statements unless Management either in-
tends to liquidate the Company or to cease operations, or has no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the Financial Statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that in-
cludes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with ISAs and the additional requirements applicable in Denmark will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and are consi-
dered material if, individually or in the aggregate, they could reasonably be expected to influence the eco-
nomic decisions of users taken on the basis of these Financial Statements.

As part of an audit conducted in accordance with ISAs and the additional requirements applicable in
Denmark, we exercise professional judgement and maintain professional scepticism throughout the
audit. We also:

o Identify and assess the risks of material misstatement of the Financial Statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evi-
dence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulting from error as fraud may in-
volve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the ef-
fectiveness of the Company’s internal control.

¢ Evaluate the appropriateness of accounting policies used and the reasonableness of accounting esti-
mates and related disclosures made by Management.

e Conclude on the appropriateness of Management’s use of the going concern basis of accounting in pre-
paring the Financial Statements and, based on the audit evidence obtained, whether a material uncer-
tainty exists related to events or conditions that may cast significant doubt on the Company’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditor’s report to the related disclosures in the Financial Statements or, if such dis-
closures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence ob-
tained up to the date of our auditor’s report. However, future events or conditions may cause the
Company to cease to continue as a going concern.

e Evaluate the overall presentation, structure and contents of the Financial Statements, including the
disclosures, and whether the Financial Statements represent the underlying transactions and events
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Independent Auditor’s Report
in a manner that gives a true and fair view.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in inter-
nal control that we identify during our audit.

Hellerup, 30 June 2021
PricewaterhouseCoopers
Statsautoriseret Revisionspartnerselskab
CVR No 33 7712 31

Niels Henrik B. Mikkelsen
State Authorised Public Accountant
mne16675
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Company Information

The Company

Board of Directors

Executive Board

Auditors
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CAE Centre Copenhagen A/S
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DK-2770 Kastrup
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Website: www.cae.com
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Onno Rijsdijk, Chairman
Jose Maria Garcia Elipe
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Financial Highlights

Seen over a five-year period, the development of the Company is described by the following financial highlights:

2020/21 2019/20 2018/19 2017/18 2016/17

TDKK TDKK TDKK TDKK TDKK
Key figures

Profit/loss

Gross profit/loss 22.459 40.928 39.968 53.644 41.152
Profit/loss before financial income and

expenses -21.988 14.730 12.813 28.473 21.578
Net financials -402 -1.078 -361 -2.018 -658
Net profit/loss for the year -17.504 10.648 9.710 20.632 44.338
Balance sheet

Balance sheet total 160.197 146.994 145.880 153.076 132.315
Equity 87.438 134.942 124.294 134.584 113.952
Investment in property, plant and equipment -41.241 -25.286 -1.511 -69.076 -5.712
Number of employees 19 24 25 24 23
Ratios

Return on assets -13,7% 10,0% 8,8% 18,6% 16,3%
Solvency ratio 54,6% 91,8% 85,2% 87,9% 86,1%
Return on equity -15,7% 8,2% 7,5% 16,6% 48,3%
-
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Management’s Review
Key activities

The Company's main activities consist of providing educational services, training equipment, renting the
flight simulators and other training equipment.

Development in the year

The income statement of the Company for 2020/21 shows a loss of DKK 17,503,762, and at 31 March
2021 the balance sheet of the Company shows equity of DKK 87,438,463.

In late December 2019, a novel coronavirus (SARS-CoV-2/COVID-19) was identified and cases
subsequently confirmed in multiple countries throughout the world. The outbreak was declared a Public
Health Emergency of International Concern on January 30, 2020 and was subsequently categorized as a
pandemic by the World Health Organization (WHO) on March 11, 2020. The outbreak of the COVID-19
pandemic has resulted in governments and businesses worldwide adopting emergency measures to
combat the spread of the virus while seeking to maintain essential services. These measures have
included, without limitation, travel bans, border restrictions, lockdown protocols and self-isolation
measures. COVID-19 has created unprecedented uncertainty in the global economy, the global air
transportation environment and air passenger travel, disrupted global supply chains, created significant
economic downturn and disruption of financial markets. These adverse economic conditions are
expected to continue for as long as the measures taken to contain the spread of the COVID-19 virus
persist and certain adverse economic conditions could continue even upon the gradual removal of such
measures and thereafter, especially in the global air transportation environment and air passenger travel.
These measures and conditions have adversely affected, and are expected to continue to adversely affect,
our business and financial results, for at least as long as the measures adopted in response to the COVID-
19 pandemic remain in place or are re-introduced.

This uncertainty has impacted CAE's business as a whole. Several of our customers are facing significant
challenges, with airlines and, to a lesser extent, business jet operators having to ground many aircraft in
response to travel bans, border restrictions, and lower demand for air travel. We continue to take
measures to protect the health and safety of our employees, work with our customers to minimize
potential disruptions and support our community in addressing the challenges posed by this global
pandemic. This outbreak has had an important and immediate impact on all of CAE’s businesses
throughout fiscal 2021, especially in the Civil Aviation Training Solutions segment, which CAE Centre
Copenhagen A/S is part of, as a result of an unprecedented shock to demand together with significant
disruptions to our own operations, including temporary facility closures, supply chain disruptions,
program execution delays, slower procurement decisions and changes to our customers’ acquisition
priorities. The global roll-out of vaccines to combat COVID-19 is encouraging, however, renewed
quarantine measures and border restrictions to contain the spread of the virus continue to impact our
customers and our businesses.

For the Civil Aviation Training Solutions segment, the impacts of the COVID-19 pandemic started at the

end of the fourth quarter of fiscal 2020 and resulted in the temporary closure of certain training centre
operations, lower utilization of our simulators in the network due to reduced demand from aviation
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Management’s Review

customers and interruptions in the execution of our backlog. At the worst point during the first quarter of
fiscal 2021, more than half of our Civil training locations worldwide had totally suspended operations or
operated at significantly reduced capacity. However, by the end of June 2020, all previously closed
training locations had re-opened at full or reduced capacities, and opening hours gradually resumed to
normal. We began to see some recoveries in training utilization starting in the second quarter of fiscal
2021 with gradual improvements continuing through the fourth quarter, especially in our business
aviation training business, but certain training locations curtailed operating activities temporarily
throughout the fiscal year as local authorities implemented measures to contain the spread of COVID-19.

To address the negative impact of COVID-19, CAE has been closely monitoring and actively
implementing and updating our response to the evolving COVID-19 pandemic to attenuate the impact on
our employees, to ensure we preserve the necessary liquidity through this downturn and to ensure that
we will be in a position of strength to serve our customers when the markets begin to recover from this
pandemic. We have formed a committee composed of the senior leadership team and key leaders in the
organization to monitor the evolution of the pandemic, to evaluate the measures being put in place by
local and national governments and the resulting impacts on CAE and to implement necessary
contingency plans in real time as the current situation continues to unfold, with a focus on three
priorities: protecting employees’ health and safety, supporting customers’ critical operations and
ensuring business continuity.

Throughout the year, we operated with several flexible measures implemented to protect our financial
position, preserve liquidity and reduce operating costs, including the reduction of capital expenditures
and R&D investments, strict cost containment measures, salary freezes, temporary salary reductions in
the first half of fiscal 2021, reduced work weeks, layoffs, a suspension of our common share dividend and
share repurchase plan, obtaining payment deferrals on certain government royalty and R&D obligations,
as well as applying for government support programs where eligible.

The past year and follow-up on development expectations from last year

Development for the year is in line with expectations mentioned in the Annual Report last year.
Operating risks

The Company is largely dependent on the development in the aviation market and is therefore affected by
the trends and activities in this sector.
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Management’s Review

Targets and expectations for the year ahead

The Company is planning to continue to operate profitably and to grow the business when the
opportunities arise.

In the short-term, the Company expects the COVID-19 pandemic to have a negative impact on its
performance but to improve through fiscal year as markets are expected to begin to reopen, and travel
restrictions are eased. CAE has implemented several measures to preserve liquidity and reduce operating
costs as it weathers the COVID-19 pandemic.
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Income Statement 1 April - 31 March

Gross profit/loss

Staff expenses

Depreciation, amortisation and impairment of intangible assets and
property, plant and equipment

Other operating expenses

Profit before financial income and expenses

Financial income
Financial expenses

Profit before tax

Tax on profit for the year

Net profit/loss for the year

pwe

Note 2020/21 2019/20
DKK DKK

22.459.476 40.927.681

2 -14.760.706 -16.521.076
-9.686.286 -9.676.787

3 -20.000.000 0
-21.987.516 14.729.818

4 18.563 7.045
5 -420.588 -1.084.822
-22.389.541 13.652.041

6 4.885.779 -3.004.134
-17.503.762 10.647.907
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Balance Sheet 31 March

Assets

Other fixtures and fittings, tools and equipment
Leasehold improvements
Property, plant and equipment in progress

Property, plant and equipment
Fixed assets

Trade receivables

Receivables from group enterprises
Other receivables

Deferred tax asset
Prepayments

Receivables
Cash at bank and in hand
Currents assets

Assets

pwe

Note 2021 2020
DKK DKK
61.558.166 71.322.426
5.178.857 6.063.363
39.438.121 1.315.971
7 106.175.144 78.701.760
106.175.144 78.701.760
5.885.038 9.951.482
1.243.946 31.495.325
12.806.439 1.842.654
8 16.773.024 11.849.307
9 1.105.289 1.812.545
37.813.736 56.951.313
16.208.434 11.341.063
54.022.170 68.292.376
160.197.314 146.994.136
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Balance Sheet 31 March

Liabilities and equity

Share capital
Retained earnings
Proposed dividend for the year

Equity

Trade payables

Payables to group enterprises
Other payables

Deferred income

Short-term debt
Debt
Liabilities and equity

Distribution of profit

Contingent assets, liabilities and other financial obligations
Related parties

Subsequent events

Accounting Policies

pwe

Note 2021 2020
DKK DKK
10 4.505.000 4.505.000
82.933.463 100.437.225
0 30.000.000
87.438.463 134.942.225
2.845.050 4.009.846
61.279.234 584.216
6.126.097 5.879.323
2.508.470 1.578.526
72.758.851 12.051.911
72.758.851 12.051.911
160.197.314 146.994.136
11
12
13
14
15
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Statement of Changes in Equity

Proposed
Retained dividend for the

Share capital earnings year Total

DKK DKK DKK DKK
Equity at 1 April 4.505.000 100.437.225 30.000.000 134.942.225
Ordinary dividend paid 0 0 -30.000.000 -30.000.000
Net profit/loss for the year 0 -17.503.762 0 -17.503.762
Equity at 31 March 4.505.000 82.933.463 0 87.438.463

pwe
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Notes to the Financial Statements

Other operating income

Other operating income comprises items of a secondary nature to the main activities of the Company, including
gains on the sale of intangible assets and property, plant and equipment.

During the year 2020/21, other operation income consists of gain on disposal of simulators of DKK 8,189k,
compensation of fixed costs of DKK 8,632k and salary compensation of DKK 1,186k under the Danish
compensation scheme as a result of the COVID-19 pandemic.

2020/21 2019/20
DKK DKK

Staff expenses
Wages and salaries 13.285.851 14.655.502
Pensions 1.310.626 1.445.015
Other social security expenses 100.024 232.913
Other staff expenses 64.205 187.646

14.760.706 16.521.076
Average number of employees 19 24

Remuneration to the Executive Board has not been disclosed in accordance with section 98 B(3) of the Danish
Financial Statements Act.

The Company's management is included in CAE Inc's share based compensation program. Warrants are
granted with a vesting period of 3 years. There are performance conditions in connection with the program.
Payment to the parent company regarding share delivered to Management according to the program are
recognized as expense in the income statement.

Other operating expenses

Other expenses 20.000.000 0

20.000.000 0

Other operating expenses comprise items of a secondary nature to the main activities of the Company, including
losses on the sale of intangible assets and property, plant and equipment.

During the year 2020/21, other operation expenses consist of lease termination fee of DKK 20,000k.
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Notes to the Financial Statements
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Financial income

Interest received from group enterprises
Other financial income

Financial expenses

Other financial expenses
Exchange loss

Tax on profit for the year

Current tax for the year
Deferred tax for the year
Adjustment of deferred tax concerning previous years

2020/21 2019/20
DKK DKK

18.329 0
234 7.045
18.563 7.045
87.609 81.756
332.979 1.003.066
420.588 1.084.822
0 0
-4.923.717 3.004.134
37.938 0
-4.885.779 3.004.134
15



Notes to the Financial Statements

7 Property, plant and equipment

pwe

Other fixtures

and fittings, Property, plant
tools and Leasehold and equipment
equipment improvements in progress Total
DKK DKK DKK DKK
Cost at 1 April 124.249.062 26.573.828 1.315.971 152.138.861
Additions for the year 2.258.651 860.039 38.122.150 41.240.840
Disposals for the year -13.101.727 0 0 -13.101.727
Cost at 31 March 113.405.986 27.433.867 39.438.121 180.277.974
Impairment losses and depreciation at
1 April 52.926.636 20.510.465 73.437.101
Depreciation for the year 7.941.740 1.744.545 9.686.285
Reversal of impairment and
depreciation of sold assets -9.020.556 0 0 -9.020.556
Impairment losses and depreciation at
31 March 51.847.820 22.255.010 0 74.102.830
Carrying amount at 31 March 61.558.166 5.178.857 39.438.121 106.175.144
2021 2020
DKK DKK
Deferred tax asset
Property, plant and equipment -3.833.382 -1.811.431
Trade receivables -211.124 0
Other 10.940 23.421
Tax loss carry-forward -12.739.458 -10.061.297
Transferred to deferred tax asset 16.773.024 11.849.307
0 0
Deferred tax has been provided at 22% corresponding to the expected current tax rate.
Deferred tax asset
Calculated tax asset 16.773.024 11.849.307
Carrying amount 16.773.024 11.849.307

The deferred tax asset is estimated to be utilized in the forthcoming 1- 5 years.
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Notes to the Financial Statements

9 Prepayments
Prepayments consist of prepaid expenses concerning rent, insurance premiums, subscriptions, office equipment
and an update to training equipment.

10 Equity

The share capital consists of 4,505 shares of a nominal value of DKK 1,000. No shares carry any special rights.

2020/21 2019/20
DKK DKK
11 Distribution of profit
Proposed dividend for the year 0 30.000.000
Retained earnings -17.503.762 -19.352.093
-17.503.762 10.647.907

12 Contingent assets, liabilities and other financial obligations

Contingent liabilities
The Company has entered into various operating lease agreements as detailed below:

- A non-cancellable property rent contract with a variable rent charge, the annual rent payment is currently DKK
1.5 million expiring in December 2022.

- Two operating leases relating to flight simulators:
* One with an annual rent payment of USD 996k (DKK 6,392k) expiring in 2025.

* One with an annual rent payment of USD 969k (DKK 6,218k) expiring at the end of Sept 21 but this has
actually been retuned in May 21.

- An operating lease relating to a car with a current annual payment of DKK 71k expiring in 2024.

- An operating lease for photocopying equipment with a current annual payment of DKK 52k expiring in 2022.
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Notes to the Financial Statements

13

14
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Related parties

Basis
Controlling interest
CAE Centre Stockholm AB, Sweden Stakeholder

Ownership

The following shareholder is recorded in the Company's register of shareholders as holding at least 5% of the
votes or at least 5% of the share capital:

CAE Centre Stockholm AB, 556397-3444, Sweden
Consolidated Financial Statements

The Company is included in the Group Annual Report of the ultimate Parent Company of the largest and
smallest group:

Name Place of registered office
CAE Inc. 8585 Cote-de-Liesse, St-Laurent, Qc, Canada, H4T
1G6

The Group Annual Report of CAE Inc. may be obtained at the following address:

8585 Cote-de-Liesse
St-Laurent, Qc
Canada

H4T 1G6

Subsequent events

No events materially affecting the assessment of the Annual Report have occurred after the balance sheet date.
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Notes to the Financial Statements

15 Accounting Policies

The Annual Report of CAE Centre Copenhagen A/S for 2020/21 has been prepared in accordance with
the provisions of the Danish Financial Statements Act applying to medium-sized enterprises of reporting
class C.

The accounting policies applied remain unchanged from last year.
The Financial Statements for 2020/21 are presented in DKK.

Cash flow statement

With reference to section 86(4) of the Danish Financial Statements Act and to the cash flow statement in-
cluded in the consolidated financial statements of CAE Inc., the Company has not prepared a cash flow
statement.

Recognition and measurement

The Financial Statements have been prepared under the historical cost method.

Revenues are recognised in the income statement as earned. Furthermore, value adjustments of financial
assets and liabilities measured at fair value or amortised cost are recognised. Moreover, all expenses
incurred to achieve the earnings for the year are recognised in the income statement, including
depreciation, amortisation, impairment losses and provisions as well as reversals due to changed
accounting estimates of amounts that have previously been recognised in the income statement.

Assets are recognised in the balance sheet when it is probable that future economic benefits attributable
to the asset will flow to the Company, and the value of the asset can be measured reliably.

Liabilities are recognised in the balance sheet when it is probable that future economic benefits will flow
out of the Company, and the value of the liability can be measured reliably.

Assets and liabilities are initially measured at cost. Subsequently, assets and liabilities are measured as
described for each item below.

Recognition and measurement take into account predictable losses and risks occurring before the
presentation of the Annual Report which confirm or invalidate affairs and conditions existing at the
balance sheet date.
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Notes to the Financial Statements

15 Accounting Policies (continued)

Leases

Leases in terms of which the Company assumes substantially all the risks and rewards of ownership
(finance leases) are recognised in the balance sheet at the lower of the fair value of the leased asset and
the net present value of the lease payments computed by applying the interest rate implicit in the lease or
an alternative borrowing rate as the discount rate. Assets acquired under finance leases are depreciated
and written down for impairment under the same policy as determined for the other fixed assets of the
Company.

The remaining lease obligation is capitalised and recognised in the balance sheet under debt, and the inte-
rest element on the lease payments is charged over the lease term to the income statement.

All other leases are considered operating leases. Payments made under operating leases are recognised in
the income statement on a straight-line basis over the lease term.

Translation policies

Transactions in foreign currencies are translated at the exchange rates at the dates of transaction.
Exchange differences arising due to differences between the transaction date rates and the rates at the
dates of payment are recognised in financial income and expenses in the income statement.

Receivables, payables and other monetary items in foreign currencies that have not been settled at the
balance sheet date are translated at the exchange rates at the balance sheet date. Any differences between
the exchange rates at the balance sheet date and the rates at the time when the receivable or the debt
arose are recognised in financial income and expenses in the income statement.

Fixed assets acquired in foreign currencies are measured at the transaction date rates.

Income Statement

Revenue

Revenue from the sale of goods is recognised when the risks and rewards relating to the goods sold have
been transferred to the purchaser, the revenue can be measured reliably and it is probable that the econo-
mic benefits relating to the sale will flow to the Company.

Services are recognised at the rate of completion of the service to which the contract relates by using the
percentage-of-completion method, which means that revenue equals the selling price of the service com-
pleted for the year. This method is applied when total revenues and expenses in respect of the service
and the stage of completion at the balance sheet date can be measured reliably, and it is probable that the
economic benefits, including payments, will flow to the Company. The stage of completion is determined
on the basis of the ratio between the expenses incurred and the total expected expenses of the service.
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Notes to the Financial Statements

15 Accounting Policies (continued)

Revenue is measured at the consideration received and is recognised exclusive of VAT and net of
discounts relating to sales.

Other external expenses

Other external expenses comprise instructor fees, administration, cost of premises etc.

Gross profit/loss

With reference to section 32 of the Danish Financial Statements Act, gross profit/loss is calculated as a
summary of revenue, other operating income, cost of goods sold and other external expenses.

Staff expenses

Staff expenses comprise wages and salaries as well as payroll expenses.

Amortisation, depreciation and impairment losses

Amortisation, depreciation and impairment losses comprise amortisation, depreciation and impairment
of intangible assets and property, plant and equipment.

Other operating income and expenses

Other operating income and other operating expenses comprise items of a secondary nature to the main
activities of the Company, including gains and losses on the sale of intangible assets and property, plant
and equipment.

Financial income and expenses

Financial income and expenses are recognised in the income statement at the amounts relating to the fi-
nancial year.

Tax on profit for the year

Tax for the year consists of current tax for the year and changes in deferred tax for the year. The tax
attributable to the profit for the year is recognised in the income statement, whereas the tax attributable
to equity transactions is recognised directly in equity.

Balance Sheet

Property, plant and equipment

Property, plant and equipment are measured at cost less accumulated depreciation and less any accumu-
lated impairment losses.

pwc
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Notes to the Financial Statements

15 Accounting Policies (continued)

Cost comprises the cost of acquisition and expenses directly related to the acquisition up until the time
when the asset is ready for use.

Depreciation based on cost reduced by any residual value, which is assessed annually, is calculated on a
straight-line basis over the expected useful lives of the assets, which are:

The fixed assets’ residual values are determined at nil.

Mock-ups, flight simulators, cockpit system simulators and cabin mock-ups 5-25 years

Other fixtures and fittings, tools and equipment and leasehold improvements 5-11 years

Other training equipment 3-5 years

PC's 3 years

Impairment of fixed assets

The carrying amounts of property, plant and equipment are reviewed on an annual basis to determine
whether there is any indication of impairment other than that expressed by amortisation and deprecia-
tion.

If so, the asset is written down to its lower recoverable amount.

Receivables

Receivables are measured in the balance sheet at the lower of amortised cost and net realisable value,
which corresponds to nominal value less provisions for bad debts.

Prepayments

Prepayments comprise prepaid expenses concerning subsequent financial year.

Deferred tax assets and liabilities

Deferred income tax is measured using the balance sheet liability method in respect of temporary differen-
ces arising between the tax bases of assets and liabilities and their carrying amounts for financial repor-
ting purposes on the basis of the intended use of the asset and settlement of the liability, respectively.
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Notes to the Financial Statements

15 Accounting Policies (continued)

Deferred tax assets are measured at the value at which the asset is expected to be realised, either by elimi-
nation in tax on future earnings or by set-off against deferred tax liabilities within the same legal tax
entity.

Deferred tax is measured on the basis of the tax rules and tax rates that will be effective under the legisla-
tion at the balance sheet date when the deferred tax is expected to crystallise as current tax. Any changes
in deferred tax due to changes to tax rates are recognised in the income statement or in equity if the de-
ferred tax relates to items recognised in equity.

Financial debts

Debts are measured at amortised cost, substantially corresponding to nominal value.

Deferred income

Deferred income comprises payments received in respect of income in subsequent years.

Financial Highlights

Explanation of financial ratios

Return on assets Profit before financials x 100

Total assets

Solvency ratio Equity at year end x 100

Total assets at year end

Return on equity Net profit for the year x 100

Average equity
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