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AIR NIUGINI LIMITED
2020 CONSOLIDATED ANNUAL REPORT

CHAIRMAN’S REPORT

On behalf of the Board of Directors | am pleased to present the 2020 Annual Consolidated Report for Air Niugini
Limited.

The Group recorded a net loss before tax of K310 million (2019: loss K44.4 million)

On behalf of the Board of Air Niugini Limited, | take this opportunity to thank our shareholder, the National
Government, for its continued support. The Board also expresses its gratitude to Management, and to all staff, for
their continued loyalty and hard work that has contributed to overcoming ancther challenging year for Air Niugini
Limited.




AIR NIUGINI LIMITED

CONSOLIDATED ANNUAL REPORT

FOR THE YEAR ENDED 31 DECEMBER 2020
DIRECTORS' REPORT

The Directors hereby present the consolidated annual report, including the Consolidated Financial Statements, for Air
Niugini Limited and its controlled entities (the "Group") for the year ended 31 December 2020.

The "Group" consists of Air Niugini Limited, Link PNG Limited and Air Niugini Properties Limited as at 31 December
2020.

Accounting Policies

During the year, the Group has complied with all the relevant International Financial Reporting Standards issued by the
International Accounting Standards Board, adopted by the Papua New Guinea Accounting Standards board and required
by the Companies Act 1997 (as amended).

Principal Activity

The principal activities of the Group during the year were the operation of international and domestic air transportation
services, uplifting air cargo and managing the Group's residential and commercial properties. There were no significant
changes in the nature of the activities of the Group during the year.

Results

The net loss after tax for the year ended 31 December 2020 was K303 million while the net loss after tax for the year
ended 31 December 2019 was K112.4 million.

Dividend
In 2020, there was Knil dividend declared or paid (2019: Knil).

Directors
The names of the Directors in office during the financial period and until the date of this report are as follows:

o Sir Kostas Constantinou, OBE (Board Chairman appointed - 7/06/2018)
o Ms Monica Salter (appointed 16/08/2021)

0 Lady Aivu Tauvasa {appointed 17/02/2020)

o MrAnthony Seeto (appointed 1/04/2020)

o Mr Prashant Subbaraya Shastri {appointed 10/11/2020)

o Mrlan Jepson (appointed 7/06/2018, ceased 7/6/2021)

o Mr Alan Milne (appointed 18/10/2018, ceased 31/03/2020)



AIR NIUGINI LIMITED

CONSOLIDATED ANNUAL REPORT
FOR THE YEAR ENDED 31 DECEMBER 2020

DIRECTORS' REPORT (continued)

Interest Register

{n respect to the 2020 financial year, the Directors have disclosed their interests in director related entities as follows:

Name

Nature of interest

Sir Kostas Constantinou,
OBE

Director/Chairman

Lamana Hotel Ltd, Lamana Development Ltd, Heritage Park Hotel
Ltd, Gazelle International Hotel Ltd, Oil Search Ltd, Alotau
International Hotel Ltd, Coastwatchers Court Ltd, Bank of South
Pacific Ltd, Gazelle International Hotel Ltd

Airways Hotel & Apartment Ltd, Lamana Hotel Ltd, Lamana

Shareholder
Development | td
Mr Prashant Subbaraya Director Niugini Assurance Group Limited Pacific Ltd, Champion No.7 Limited
Shastri Director/Shareholder |Professional Global Solutions Limited

Lady Aivu Tauvasa

Director/Shareholder

Nambawan Savings & Loan Society Limited, Teisaki Limited, Taukana
Advisory Services Limited

Shareholder

Post Courier Limited, Kina Asset Management Limited, PNG Drum
Reconditioning Limited

Mr 1an Jepson

NIL

NIL

Mr Anthony Seeto

Shareholder

Seeto Kui Group

Directors' Remuneration

Kumul Consolidated Holdings Limited is responsible for reviewing and setting guidelines for the compensation of
Directors. Remuneration to Directors comprises of sitting fees and allowances. Directors also have access to travel on
concession. In addition, Directors are entitled to be reimbursed for all reasonable travel, accommodation and other
expenses incurred in attending meetings of the Board, Committees or the shareholder or while engaged in Air Niugini
Limited's business. Directors fees and other expenses paid during the year, are as follows.

Mr lan Jepson

Mr Alan Milne

Mr Andrew Nui

Mr Ken Harvey, MBE
Lady Aivu Tauvasa
Mr Anthony Seeto

o 0O OO0 o oo

Sir Kostas Constantinou, OBE

Board of Directors other expenses

Auditors' Fee

2020 2019
K K
Chairman/Director 85,200 88,100
Director 85,200 88,100
Director - 1,235,179
Director - 175,450
Director 39,300 39,300
Director 38,100
Director 38,100 .
285,900 1,626,129
906,273 609,234
1,192,173 2,235,363

Details of amounts paid to the auditors for the audit and other services are shown in Note 6(c) to the consolidated

financial statements.



AIR NIUGINI LIMITED
CONSOLIDATED ANNUAL REPORT
FOR THE YEAR ENDED 31 DECEMBER 2020

DIRECTORS' REPORT (continued)

Employee's Remuneration

During the year the number of employees, or former employees, who received remuneration, including benefits, in
excess of K100,000 is stated below. Remuneration and benefits include salary and wages, accommodation,
superannuation, motor vehicle, school fees, etc. Also included are one off payments such as termination, long service
leave and redundancy entitlements paid during 2020.

Gross Salary 2020 =TTe
100,000 -109,999 8 9
110,000 -119,999 11 12
120,000 -129,999 6 7
130,000 -139,999 5 S
140,000 -149,999 4 4
150,000 -159,999 % 8
160,000 -169,999 11 11
170,000 -179,999 21 23
180,000 -189,999 9 10
190,000 -199,999 9 9
200,000 -209,999 6 [
210,000 -213,999 8 8
220,000 -229,999 6 6
230,000 -239,999 12 14
240,000 -249,999 8 ]
250,000 -259,999 12 14
260,000 -269,999 5 5
270,000 -279,999 7 7
280,000 -289,999 4 4
290,000 -299,939 6 )
300,000 -309,999 6 6
310,000 -319,993 7 7
320,000 -329,999 4 7
330,000 -339,999 3 3
340,000 -349,999 S 5
350,000 -359,999 4 4
360,000 -369,999 7 7
370,000 -509,9959 37 38
510,000 -519,99% 1 bl
520,000 -729,999 42 45
730,000 -739,599 0 0
740,000 -749,99%9 0 0
750,000 -759,999 0 0
760,000 -768,999 0 0
770,000 -779,999 1 1
780,000 -789,99%9 0 0
790,000 -799,999 0 0
800,000 -839,999 1 1
840,000 -849,9939 0 0
850,000 -899,999 0 0

900,000 -1,999,959 2 2
2,000,000 -2,500,000 1 1
Total 289 305




AIR NIUGEINI LIMITED

CONSOLIDATED ANNUAL REPORT

FOR THE YEAR ENDED 31 DECEMBER 2020
DIRECTORS' REPORT (continued)

Donations
The total amount of donations made by the Group Is stated in Note 6(c) to the consolidated financial statements

For and on behalf of the Board

Dated and signed by the Directors 1in accordance with a resolution of the Board of Air Niugini Limited.

) 7 )

v/ gy
SIRKOSTAS CONSTANTINOU OBE Mr Prashant Subbaraya Shastri
Chairman Director

PORT MORESBY
Dated at .ov v e e thes STH .. .dayof .. MAY e 2022



AIR NIUGINI LIMITED

CONSOLIDATED ANNUAL REPORT

FOR THE YEAR ENDED 31 DECEMBER 2020
STATEMENT OF THE DIRECTORS

The Directors declare that.

a) the accompanying statement of profit or loss and other comprehensive income of the Group ts drawn up so as to
give a true and fair view of the results of the Group for the year ended 31 December 2020;

b) the accompanying statement of changes in equity of the Group is drawn up so as to gwe a true and fair view of the
changes 1n equity for the year ended 31 December 2020;

c) the accompanytng statement of financial position of the Group 1s drawn up so as to give a true and fair view of the
state of affairs of the Group as at 31 December 2020;

d) the accompanying statement of cash flows of the Group 1s drawn up so as to give a true and fair view of the cash
flows of the Group for the year ended 31 December 2020;

e) all related party transactions have been adequately recorded in the books of the Group:

f) 1n the Directors’ opinian, there are reasonable grounds to believe that the Group will be able to pay Its debts as and
when they become due and payable; and

g) in the Directors’ opinion, the attached consolidated financial statements and notes thereto are in accordance with
the PNG Companies Act 1397, including compliance with International Financial Reporting Standards (IFRS) and giving
a true and fair view of the financtal pasition and performance of the entity.

Additional Statutory Information
The results of the Group during the financial year have, in the opinion of the Directors, not been materally affected by

items of an abnormal nature, other than thase disclosed in the consolidated financial statements.

In the opinion of the Directors, na circumstances have arisen that make adherence to the existing method of valuation of
assets or habilities of the Group misleading or inappropnate.

No contingent liability has arisen since the end of the financial year, which continues to exist at the date of this report,
other than those disclosed i the consolidated financial statements,

At the date of this report the Directors are not aware of any circumstances that would render the values attributed to
current assets and liabilities in the consolidated financial statements misleading.

Dated and signed by the Directors in accordance with a resolution of the Board of Air Nugini Limited.

-
7’
/I, Rrorast,’
SIR KBSTAS CONSTANTINOU OBE Mr Prashant Subbaraya Shastri
Chairman Director

MAY

Dated at .PORTMORESBY o 5TH dayof ...



AIR NIUGINI LIMITED

CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2020

Consolidated Company
2020 2019 2020 2019
NOTE K'000 K'000 K'000 K'000
Operating Revenue 5{a) 600,441 1,048,791 600,441 1,048,791
Operating Costs 6(a) (639,346) (857,968) (572,953) (791,069)
GROSS PROFIT/ (LOSS) (38,905) 190,823 27,488 257,722
Other Revenue 5(b) 20,303 65,055 20,303 65,055
Overhead Costs 6(b) (269,477) (257,862) (269,477) (257,862)
Net Foreign Exchange Gains/(Losses) 1,854 (8,196) 1,854 (8,196)
(247,320) (201,003) (247,320) (201,003)
INCOME (LOSS) ON OPERATING ACTIVITIES (286,225) (10,180) (219,832) 56,719
Finance Costs 6(d) (23,834) (34,362) {23,834) (34,362)
Finance Income 61 116 61 116
(23,773) (34,246) (23,773) (34,246)
INCOME (LOSS BEFORE) INCOME TAX (309,998) (44,426) (243,605) 22,473
Income Tax (Expense) Benefit 7(A) 6,975 (29,387) (5,973) (59,360)
LOSS FOR THE YEAR (303,023) (73,813) (249,578) (36,887}
OTHER COMPREHENSIVE INCOME
Items that will not be reclassified to profit or loss
Gain on Asset Revaluations 27 17,438 104,485 17,438 104,485
17,438 104,485 17,438 104,485
TOTAL COMPREHENSIVE INCOME (LOSS) FOR THE YEAR (285,585) 30,672 (232,140) 67,598

This statement is to be read in conjunction with the notes set out on pages 12 to 44.




AIR NIUGIN!I LIMITED

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

FOR THE YEAR ENDED 31 DECEMBER 2020

Dated this STH day of MAY

2022

Consolidated Company
2020 2019 2020 2019
NOTE K'000 K'000 K'000 K'000
ASSETS
CURRENT ASSETS
Cash and Cash Equivalents 8 40,938 26,960 42,056 29,802
Trade Debtors and Other Debtors 9 58,361 90,129 133,536 141,883
Deposits and Prepayments 10 25,194 23.094 29,184 23,094
Deferred Expenditure 11 4,169 5,436 4,169 5,433
Inventories 12 56,359 56,273 55,359 56,273
189,021 201,892 265,314 256,485
NON-CURRENT ASSETS
Aircraft, Property, Plant and Equipment 13 536,796 582,796 536,796 582,796
Right-of-use Assets 14 225,804 386 696 225,804 386,696
Deferrad Expenditure 11 24,798 20,930 24,798 20,930
Intangible Assets 16 578 2,000 578 2,000
Other Long Term Assets 17 42,591 54,584 42,591 54,594
830,967 1,047,016 830,967 1,047,017
TOTAL ASSETS 1,019,988 1,248,508 1,096,281 1,303,501
CURRENT LIABILITIES
Trade Creditors and Accruals 18 590.082 436,204 482,143 380,265
Dividend Payable 19 5,000 5,000 5,000 5,000
Ravenue Received tn Advance 20 96,257 113,790 96,257 113,790
Employee Benefits 21 15,267 15,108 15,267 15,109
Loans from BSP 22 27,287 28,163 27,287 28,163
Lease Liability 15 137482 83,219 137,482 93,219
Income Tax Payable (Recewvable) 7{C) {31,590) {18,607) 27,242 19,370
839,785 672,878 790,678 655,516
NON-CURRENT LIABILITIES
Employee Benefits 21 22,815 22,878 22,819 22,878
Loans from BSP 22 58,994 102,823 98,994 102,823
Provision for End of Lease 23 20,493 17,280 20,493 17,280
Lease Liability 15 50,477 200,044 90,477 200,044
232,783 343,025 232,783 343,025
TOTAL LIABILITIES 1,072,568 1,015,803 1,023,461 998,541
NET ASSETS (52,580) 233,005 72,820 304,960
EQUITY
Share Capital 25 128,310 128,910 128,910 128,510
Revatuation Raser\/e: 26 359.108 381,671 399,109 381,671
Retained Earnings 24 {580,599) (277,576) (455,198} [205,621)
TOTAL EQU Y ’ (52,580) 233,005 72,820 304,960
For and "rau V{f :n:aar_.
/Z//? P*qu A
: "; e g
—-l**ﬂr Director

... O
\\Kfl'D-",I/’

— e

This statement is to be read in conjunction with the notes set out on pages 12 1o 44.




AIR NIUGINI LIMITED

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2020

REVALUATION RETAINED
NOTE SHARE CAPITAL RESERVES EARNINGS TOTAL
K'000 K'000 K'000 K'000
Consolidated
AT 1 JANUARY 2019 128,910 277,186 (203,763) 202,333
Gain/(Loss) for the Year - - {73.813) (73,813)
Gain/(Loss) on Asset Revaluations - 104,485 - 104,485
Total Comprehensive Income/(loss) for the Year - 104,485 (73,813) 30,672
AT 31 DECEMBER 2019 128,910 381,671 (277,576) 233,005
Gain/(Loss) for the Year . (303,023) {303,023}
Gain/(Loss) on Asset Revaluations 27 17,438 - 17,438
Total Comprehensive Income/(loss) for the Year 17,438 (303,023) (285,585)
AT 31 DECEMBER 2020 128,910 399,109 (580,599) {52,580)
Company
AT 1JANUARY 2019 128,910 277,186 {168,734) 237,362
Gain/(Loss) for the Year - - (36,887) (36,887}
Gain/(Loss) on Asset Revaluations - 104,485 - 104,485
Total Comprehensive Income/(loss) for the Year - 104,485 (36,887) 67,598
AT 31 DECEMBER 2019 128,910 381,671 (205,621) 304,960
Gain/(Loss) for the Year - (249,578) (249,578)
Gain/(Loss) on Asset Revaluations 27 17,438 - 17,438
Total Comprehensive Income/(loss) for the Year 17,438 (249,578) (232,140)
AT 31 DECEMBER 2020 128,910 399,109 {455,199) 72,820
' A

This statement is to be read in conjunction with the notes set out on pages 12 to 44.
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AIR NIUGINI LIMITED

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2020

Consolidated Company
2020 2019 2020 2019

NOTE K'000 K'000 K'000 K'000
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from Customers 711,806 1,131,493 543,469 860,200
Payments to Suppliers and Employees (679,554)  (1,097,804) {512,941} (835,423)
Interest Paid on Other Borrowings (3,742) {4,970) (3,742) (4,970)
Interest Received 61 116 61 (1186)
Tax Paid (100) (1,003) (100) 954
Net Cash Flows used in Operating Activities 28,471 27,832 26,747 20,645
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from Sale of Aircraft, Property, Plant and Equipment 9,400 9,400 9,400 9,400
Payments for Aircraft, Property, Plant and Equipment 13 (17,100} (11,438) (17,100} (11,438)
Payments on Deferred Expenditure 11 (12,687) {13,159) (12,687) (13,159)
Other - 1,254 - 9,064
Net Cash Flows Provided by/(Used in) Investing Activities (20,387) (13,943) (20,387) (6,133)
CASH FLOWS FROM FINANCING ACTIVITIES
Payment of Aircraft Refurbishment Loan (1,834) (1,800) {1,834) (1,800)
Payment of Aircraft Financing Loan {7,958) (7,958) (7,958) (7,958)
Payment of Residential Apartment Loan (4,314) (4,314) (4,314) (4,314)
Net Proceeds from Borrowings 20,000 - 20,000 -
Net Cash Flows Provided by/(Used in) Financing Activities 5,894 (14,072) 5,894 (14,072)
Net Increase / (Decrease) in Cash and Cash Equivalents 13,978 (184) 12,254 440
Movements in Cash and Cash Equivalents
Cash and Cash Equivalents at the Start of the Year 26,959 27,143 29,802 29,362
Net increase / (Decrease) during the Year 13,978 (184) 12,254 440
Cash and Cash Equivalents At the End of the Year 8 40,938 26,959 42,055 29,802

This statement is to be read in conjunction with the notes set out on pages 12 to 44.
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AIR NIUGINI LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

1. General information

Arr Miugni Limited { 'the Airline"') was established in November 1973 as the natianal arrline of Papua New Guinea The address of the Airline's registered office 1s at
Ath Floor, A Niugni House, Jacksan's Airport, 7 Mile, National Capital District, Papua New Guinea. The cansolidated financial statements as at, and for the year
ended, 31 December 2020 comprise of the Airline and its controlled enuties (together referced to as "the Graup”} The orincipal actwities and the Arrline's

controlled entities are disciosed in the introduction to the annual regort.

The consalidated financial statements are authonsed for issue by the Board of Diractars 6a the day of therr signing

2. Basis of Preparation of Consalidated Financial Statements

A

Statement of ompliance

The consolidated financial statements of the Group have been prepared in accardance with the international Financial Reportng Standards {IFRS) as adopted
by the International Accounting Standards Board {IASB), Compantes Act 1997 {as amended) applicable to companies reporting under IFRS, The cansalidated
financral staterments have been prepared under the histoncal cost conventica, as modified by the revaluation of aircraft, land and buldings, rotables and for
denvatives measured at fair value

Bases of Preparation
The financial statements have been preparad on a gaing concern basis, which assumes continuity of normal business activives and the realisation of assets
and settlement of iabilities in the ordinary course of business

(i) Cambination of Business Under Common Control

As part of the Group's ongong rationalisation of the business, the operations of Air Niugini Cargo Limited [ANCL} snd Business Trave! Centre Limited {8TCL)
were claosed down, intercompany transactions were transferred to Air Niugim Limited 1n 2019 and the status was changed from subsidiaries to peing
divisions/departmants of Ar Niugint Limited. As there 1s no specific IFRS guidance on business combinations involving entities under common control, the
Group has adopted the predecessor value method  Under the predecessor value method, the assets and habilines of ANCL and BTCL are taken up in Awr
Niugini Limited books at their existing carrying values rather than at fair value and the intergroup transactions and balances with parent company are
ahminated. The difference between the aggregate book value of the assets and liabilities as of the date of the transaction is racorded as an adjustment to
equity. This did not result to any goodwill, and both ANCL and BTCL have simply continued operating as departments under Air Niugim Lirmitad as they did
priar to being incorporated as separate companies

(li) Going Concern

The Group reparted a net loss of PGK 303.0 mulbon and the Arline reported a net loss of PGK 245 6 rmillion for the year ended 31 December 2026 {Net loss
2019: Group PGK73.8 million, Company PGK36.9 mifflon) and, at that date, the Group's and the Airhne’s current hiabihnes exceeded their current assets by
PGKS50 8 milllon and PGK525 4 million respectively. The outbreak of Covid-19 and the subseauent travel restrictions impaosed by countries worldwide and
measures put i place by the PNG Government in 2020 and 2021 have caused a significant disruption te normal operations of the Group. resulting n a further
deteriorated financial position

The financial statements have been prepared on a going concern basis, which assumes continuity of normal business activities and the realization of assets
and settiement of hiabilitias in the ordinary course of business. in adopling the going cancern basis 1 areparing the financial statemaents, the Directors have
considered the Group's avallable saurces of finance inciuding access to shareholder loans, dvestments of non-core assets, the Group's cash on-hand and zash
flow projecuions, factors hikely to affect s future performance, as well as the Group's principal risks and uncertainties

The Group began experiencing a substantial decline m internatianal and domeshc demand related to the Covid-19 pandemic from eariy 2020 While a
resumption of domestic flights across the country reached its pre-Cowid-19 lavels from Q3 2020, the government introduced further domestic travel
restrictions from early March 2021, as a respanse to a renewed surge of Cowd-13. The duration and impact of Cowid-19 on the cash flows of the Group cannot
be accurately predicted. [refer ta Note 33 Subsequent Events)

As of the date of signing these financial statements, Management and Drrectars assessed that the Group will able to continue as gong concern  Management
and Directors have bean working with the shareholder, Kumul Consahdated Hoidings Limited te undertake a recovery plan In addibon, Management has
prepared a forecast for 202 1 and Annual Budget for 2022 both showing positive results. The following are the kay highhghts of the recovery plan:

« Operatonal reviews and related restructurng actions to achieve cost savings that will ease the significant financial challenges and exposure to the
operational nsks Such cost savings mitiatives shall not impair safety measures and standards under any circumstances, and the Group will maintam the
highest standards of safety recuirements

« Continuing negotiaticn with major pubhc sector creditars to defer outstanding payments due to them by the Group. and agreeing on settlements and
waivers This includes a debt cwed of K70 million to National Airport Carporation which has resulted in an agreement to negotiate an outcome and negouate
future aeronautical pricing. In addition, seeking 2 Government waiver on outstanding tax debts of K74 million with the Internal Revenue Commission (IRC)
and negotiating a stand-stift agreement with IRC on related tax penaltiss

« Renegotiating and restructuring the terms of amounts owing to major private sector creditors, and the debt facility by Bank of South Pacific to continug
forbearance, agreeing on new payment terms and establishing stand-still agreeaments,

» Divesting non-core assels as a soufrce of werking capital and repayment to major creditors and Bank of South Pacific. Thisincludes the Group's endeavor to
sale other non-core residential proparties.

« Parpally compensating revenue lost on the iternational market with expanded domesic capacey through flying larger airerafts to address anticipated
recovered domestic iravel demand, and implemanting domestic travel loyaity and incentive programs




AIR NIUGINI LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

2. Basis of Preparation of Cansolidated Financial Statements {continued)

In addition ta above recovery plan the Group management 13 working with Kumul Consclidated Heidings to receive funding of aoprowmately K150 mdhion
4 [ B! 3

approved n panciple per NEC Secision 321 £ated 21 Octener 2020 as oart of averall PNG SQE referm including to scpport long-term { nancial sustainability

of the SOEs A summary of this funding is as follows:

« In March 2021, the Group and KCH have agreed the terms of the facility to fund an additional sharehalder loan of K50 mullion that was approved in prinaple
by NEC Decision 321 gated Cctober 2020 KCH has disbursad all K30 milhon of this funding to ANL in 2021 {Refer to Note 33 Subsequent Events]

« On 4 December 2020, the PNG Government and ADS fave antereg ‘nto an USD100 million funding agreement program (the ADB loan} wiich s desgned to
reform PNG s State Cwned Entities [SQE3) Particutarly, the program s ntandad tq mprove legislative/peiicy envirorment for SOEs; @nnance governance and
transparency of SOEs; and improve financial stabihity of selected SOEs

The PNG Governmeny through NEC Dacision 321 referrad ta abave, has confirmed the allocation to the Aichine of USD30 million (approximately K110 mullion)
heing a sartion of tne ADB loan, through XCH, to mprove ts aorking capital and support any intendad restructuring changes .» future years The Airling
management and KCH while coordinating with the PNG Treasurer are working together to finalse the arrangernent and enable access to the otal approved
funds of approximately ¥ 110 mithon {USD 30 million), anticipated in Q2 of 2022

8ased on the assessment of the financal pesivon of the Group tas:ng into consideration the racovery plan tha axpacted/avalable furding scurces ancve and
the revised cash-flow forecast whilst consicering the nnerent uncertainties the Dicectors are of the view that at the date of appraving tne financal
statements, there are reasonable grounds to support the preparation of the linancial statements based on a going concern,

However the Directars note that tha ability of the Comoary 1o coninue 35 a going concern s dependent an aither achieving the assumptions set out above,
or the farbearance af the three farge creditors ta allow repayment sver ime from free cashflow Noting that all three large creditors are unsacured creditors
{and hence with iittle ta gasn fram praceptive actions) and that two of these creditors are Government inst:tutians the assumption that the Company coutd
be allowed to trade out of :ts present creditor pesition 1s not unreasanable  in addition, the recavery of flight demand may lag behind expectations due new
waves and varnants of Covid-19 and related new restrictions that may be :mposed by governments

In the event the Arrline does not achieve the above assumptions within expected timeframes, and that one or mora of the unsecured creditars took
preceplive action then the Arrline may not continue as a gong concern and may not be able to realise its assets and extinguish 1ts labiiuies in the ardinary
course of operations

C. Changes in Accounting Policy
Amendments to standards and annual Improvements effective from 1 January 2020

(a) Amendments to IFRS 3 Definition of Business
The amendments require 3 complex assessmeant Lo decide whether a transacnon is a business comiynation or an asset acqusition.

(b} Amendments ta IFRS 16 Covid-19 Related Concessions

On 28 May 2020 the IASS :ssued Cowrd- 19 Related Rent Conzassions - amendment 50 IFRS 16 Leases The amendments provide retief to fessees from applyng
IFRS 16 guidance an lease modification accountirg far rent concessions arisrg as 3 direct consequence of the Covid-19 pandemic As 3 oracuzal expedient 3
lessee may 2lect not to assess whether a Covid-19 related rent concession from a lessor s a fease modification. A lessee that makes this zleztion accounts for
any change in lease payments resuiting from the Cowid-19 related rent concessicn the same way 1t would account for the change under IFRS 15, as if the
change were not a iease modfication

The pracucal expedient applies only ta rent concessions occurnng as a direct consequence of the COVID-19 pandermic, and only «f all of the followng
conditions are met:

{a) The change ir 'ease oayments results In revised cansideraton for the 'easa that 's substartaly the same as, or less than, the consiceration for the !ease
immediately preceding the change

{b} The raduction in lease payments affects only payments ar:ginally due on or before 30 sune 2021; and

(¢} There are 1s nc substanuive change te ctier terms and canditions of the lease

The ecanomic challenges presented by the COVID-19 candemic have persisted longer than anticpated As a result, lessors and (essees are nagotiating rent
concessions that extend beyond 30 June 2021

Tha 1ASB has therefor2 extended the practical expedient by 12 menths permitting lessees to appiy W 1o rent concessions for which any reductan in leasa
oayments affects only payments eriginally due on of before 30 june 2022

New standards, amendments, annual improvements and interpretation that have been issued but are not mandatorily effected as at 31 December 2020

A number of new standards are =ffective for annuat periods negirming after 1 january 2020 and earlier apgncation is permitted However the Groun has not
early adopted ine new or amended standards in preparing these consoldated financial statements

The following amended standards and intarpretations are not 2xpected tc have a sigmf:cant imoact 4n the Group s consohdated financial stataments:
« 1AS 1 Presentation of financ:al Statements and 1AS 8 Aczo

ng Polimes Charges in Accourting Estimates ard £rrors {Amendment - Disclosura Initiative
B ] &

Qefimuion of Material}; and

« Revisions to the Conceptual Framework far Financial Reporong
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Summary of Significant Accounting Policies

The principal accounting poicies apphed in the preparation of the consolidated financal statements are set out below These polictes have been consistently
applied to all the years presenced, unless otherwis2 stated,

A,

Basis of Consolidation
These financial statements are the consalidated financial statements of Air Mugint Limited and its controlled entities {“the Group’)

(1) Cantral
Control is achieved when the investor has power over the investee, 1s exposed or has nghts to vanable returns from its involvement with the nvestae, and

has the ability to use 1ts power to affect its returns If facts and circumstances indicate that there are changes to one or more of the three elements of control
listed above, the investor shall reassess whether it controls the investee. An investor can have pawer over an investee even If it holds less than a majority of
the voting rights of an investee. All Facts and circumstances are consideraed In assessing whether or not voting nghts 1n an investee are sufficient to give 1t
pawer Far example, through: contractual arrangements with ather vote holders; rights from other contractual arrangements that indicate that the company
has the current ability to direct the relevant activities of the investee; the size of the company's holding of voting nights ralative to the size and dispersion of
holdings of other vote holders; or potentral vating rights held by the company that are substantive

(1) Investment in subsidiories
Consolidation of a subsidiary begins from the date the investor gains contral of an investee and ceases when the investor iases control of an investee

The purchase, or acquisition, method of accounting is used to account for the acquisition of subsidiaries by the Group where required, The cost of the
acquisition 15 measured as the fair value of assets transferred, equity instruments issued and habiities incurred at the date of exchange

Intra-group transactions, balances and unrealised gains and losses on transactions between group companies are eiminated.

Non-controlling interests in subsidiaries are presented in the consolidated statement of financial position separately from the equity attributable to equity
owners of the parent company. A non-controlling shareholder's interest may initially be measured aither at fair value or at the non-controlling shareholder's
proportionate share of the fair value of the acquiree’s identifiable net assets The choice of measurement basis is made on each acquisition ndividually
Subsequent to acquisition, the carrying amount of the non-controlling interests is the amount of those interests at initial recogrition plus the non-controlling
interests’ share of subsequent changes in equity. Total comprehensive income 1s attrnbuted to non-controliing interests even If this results in the non-
controlling interests having a deficit balance. Acquisitians or disposals of non-controling interests that do not affect the parent company's cantrol of the
subsichary are accounted for as transactions with equity holders. Any difference between the fair value of the amount paig or received and the change in non-
cantrolling interests 1s recognised directly In equity.

When the Graup ceases to have control of a subsidiary, any retained interest n the entity 1s re-measured o 1ts far value at the datz when control 1s lost with
the adjustment beng recagrised 1n profit or loss as part of the gain or loss on disposal of the contralling interest. All amounts previcusly recognised in other
comprehensive income in relation to that subsidiary are accounted for as if the Group had directly disposed of the related assets or liabilities of the subsid:ary.
(This may mean that these amounts are reclassified to prafit or loss or transferred to another category of equity as spectfied by the applicable IFRS )

{m) Investment in gssociotes

An associate s an enuty over which the Group has significant influence and that s neither a substdiary nar an interest in a joint venture. Significant influence s
the power to participate m the financial and operating policy decisions of the investee but 1s not control or joint control aver those policies, The investment in
an asscciate Is nitrally recogmised at cost and adjusted for the Group’s share In tne net assets of the investee after the date of acquisitien, and far any
impairment n vatue {equity method), except when the mvestment is classified as held-for-sale m accordance with IFRS 5 Non-current assets held-for-sale and
discontinued operations. If the Group's share of losses of an associate equals or exceeds its interest in the associate, the Group discontinues recogrising Its
share of further losses,

{rv) Joint venture

A joint venture 1s 3 joint arrangemant whereby the parties that have jo:nt control of the arrangement have nights to the net assets of the arrangement The
investment i a joint venture I1s initially recogrised at cost and adjusted for the Group's share in tha net assets of the investee after the date of acquisition, and
for any impairment in value {equity method), except when the investment is classified as held-for-sate in accordance with IFRS 5 Non-current assets held-for-
sale and discontinued operatians If the Group's share of losses of a joint venture eguals or exceeds its interest in the joint ventura, the Group discontinues
recogmsing 1ts share of further Josses

When the Group lases jaint control, it proportionataly reclassifies the related items that were previously accumulated in eguity through other comprenensive
income to profit or foss as a reclassification adjustment. If an investment remans, it 1s measurad 1o fair value, with the fair value adjustment being recognised
In prait or loss as part of the gain or loss on disposal

A [oInt operation 15 a (oIt arrangement whereby the parties that have joint contro! of the arrangement have rights to the assets, and obhgations for the
liabilities. relating to the arrangement
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1. Summary of Significant Accounting Policies {continued}

The Group recognises the following in refation to its interasts i a joint cperatton:

« its assets, including its share of any assets held jointly;

« 1ts habthities, including its share of any habilities incurred jointly,

» its revenue from the sale of its share of the output ansing from the |oint cperation,
« Its share of the revenus from the sale of the output by the jont operation; and
«1ts expenses, including its share of any expenses incurred jointly.

8. Functional and presentation currency

The consohdated financial statements are presenzed wn Papua New Guinea "Kina” {'K'), which 15 the Group's functionat currency All financial information
prasented in Kina has been rounded to the nearest thousand, except where atherwise indicated

C. Revenue Recognition

Revenue comprises the fair value of the consideration received or recevable for the sale of goods and services in the ordinary course of the Group's actwities
Revenue 1s shown net of value-added tax, returns, rebates and discourts and after ehminating sales within the Group

The Group recognisas revenue when the amount of revenue can be rehably measured, 1t is probable that future economic benefits will flow to the Group and
when specific cntana have been met for each of the Group's activities as described befow. The Group bases its esumates on historical results, taking into
consideration the type af customer, the type of transaction and the specifics of each arrangement.

{1) Passenger and Freight Revenue
Revenue from passenger {international and domestic) ticket sales, fuel surcharge and insurance surcharge 15 recognised at the fair value of the consideration
received, net of sales discount, commission and goods and service tax (GST) when the travel or service 1s provided

Revenue on passenger tickets {ncluding fuel surcharge, insurance surcharge) under code share arrangement with other arrlines is recogmised at the fair value
of the consideration received, net of sales discount, commission and goods and service tax (GST) on a monthiy basis as per the agreements n place.

Passenger travel and freight services are generally paid for in advance of travel and are deferred on the balance sheet as revenue recewved in advance. Travel
credits are classified as revenue received in advance where they are available for future fights or in certain circumstances for refund, if requested. Where
customners have made refund claims these are classified as payables, where the bafance of refunds is material in aggregate.

{u) Frequent Flyer Programme

The Group operates a Freguent Flyer Programme {‘FFP’) that allows customers wha signed up to the Desunations Club (“FFP paints™}, primarily by flying via
Air Niugins Ltd and/or its partners Customars may redeem the ponts for various rawards such as flight tickets or purchases from destination partners at a
future date. Frequent flyer revenue 1s measured as the difference between the stand-alone selling price (SSP) of the FFP pomnts and the consideration
received, using the residual approach. The stand-alone selling price of £78 points is determined using the allocation of the transaction price in proportion to
the distinct performance obligations :ncluded in a typrcal flight ticket.

() Cargo and Charter
Revenue from cargo including mail, for both international and domestic sectors, 15 recognised at the far value of the consideration recaived, net of sales
discount, commussion and goods and service tax {GST} based on the actual upliftment

Revenue on cargo uplifiment under code share arrangement with other airlines 1s recogmised at the fair value of the consideration received, net of sales
discount, commussion and goods and service tax {GST) on a monthly basis as per the agreements in place

Revenue on charter aircraft for both passengers and cargo for both international and domestic sectars 1s recognised at the fair value of the consideration
received, net of sales discount, commissian anc goads and service tax (GST) on a monthly basis as per the agreements in place

(iv) Expired tickets
Revenue racognition on expired or unused tickels depends upon the terms and conditions applymg to those tickets, (f the ticket holder fails to comply with
the terms and conditions then the right of the ticket holder to the ticket 15 forfeitad and the cansideratian of the ticket 15 recognised as revenue upon expiry

(v) Excess, cargo and others
Passenger excess baggage charges are included 1n profit or foss at the fair value of the consideranion recewed net of sales discounts, commissions and goods
and services tax {GST) as and when the transaction occurs.

Other revenue from cargo is also included i profit or loss at the far vatue of the consideration recesved net of gocds and service tax {GST) as and when the
transaclion occurs.

In addition. there are various Types of fees such as canceilation fees and no show charges that are collected and included in the profit of loss at the fair value
of consideration receved net of goods and service tax and other charges
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3.

summary of Significant Accounting Policies (continued)

fvt] Onhne upgrades
In order to Incentivise passengers who have already booked flights, the Group oifers to upgrade various classes of tickets to a higher grade priar to boarding

the flight on-ine Currently, these revenues are recogmsed at the ume of upgrade. FRS 15 requires the Group to recognise revenue when control of those
goods and serwvices 1s transferred to the customer While it 15 notad that IFRS 15 requires that these revenues are deferred unti the time of flight,
management's assessment :s that in hne with the custamer behavicur i Papua New Guinea of very hmited advanced booking/purchase on tickets, relevant
uckets for upgrade purposes ara uplifted within a week or less. Thus, the turnaround time from purchase of an upgrade to service being provided is assessed
as immaterial to warrant it baing deferred untd the time of the flight. Management elected the practical expedient available for it being a short-term contract
{12 manths) to exempt these fees from being deferred and continue to record them as revenue when they are incurred.

{vss) Other carrier cammissions and comMmISSIONSs from third parties

The Group considers whether it 1s a principal or agent in relation to services by considening whether it inas a performance obhigation ta pravide services to the
customer or whetner the obligation is to arrange for services to be pravided by a third party, such as another carrier or 3 third party. Qther carriar comemission
revenue 5 included within other revenue and 1s generally recognised on uplift by the other carrier Consideratian far other carrnier COMMISSIONs 1S received
within normal credit terms through IATA. Commussions from third parties are typically recognised when the underlying good or service has been transferred
to the end-customer

Management reviewed the major compenents of tha Group's revenue sources aganst the requirements of IFRS 15 and concluded that the current approach
in the accounting for revenue ) e revenue recogniuon and measurement already comphies with the requirements of the standard

{vin) Cost to obtom a contract

The Group Incurs certain types of direct selling costs such as agency commussion fees, credit card fees and Glabal Distribution System (GDS) booking fees at
the time of a customer booking a flight ticket. As per IFRS 15, costs incurred for the purpose of obtaining contracts with customers that would not be incurred
'f the contract nad not been obtained are defined as ncremental costs of obtaining a contract. These costs may be recagnised as an asset and amortised on a
systerarnic basis over the period of contract Management elected the practical expedient avalable for short-term contracts (12 months) to exempt thesa
costs fram capitahisation and continues to record them as expenses when they are incurred

Finance Income

Interest income s recognised using the effective interest rate method

foreign Currency Transactions

Transactions n foreign currencies are transiated to the respective furctional currencies of the entities within the Group. Monetary items denominated in
foreign currancies are refranslated at the exchange rates applicable at the reporting date. Non-manetary items carned at fair value that are denaminated in
foreign currencies are retranslated at the rates prevaiing at the date when the fair value was determined Non-monetary ttems that are measured in terms of
nistorical cast in a foreign currency are not retranslated

Exchange differences are recagnised n prafit or loss in the period in which they arise, except for:

(1) exchange differences on foreign currency borrowings that are regarded as adjustmants to interest costs, where those interast costs qualify fer capitahsation
to assats under construction;

() exchange differences on transactions entered Into to hedge foretgn currency nisks {assurmng all hedge accounting tests are met); and

{in} exchange differences on loans ta or from 3 faregn operation far which settlement is neither planned nor likely to occur and therefare forms part of the
net mvestment in the foraign operat:on, which are recognised 1nitially in other comprenensive income and reclassified from eguity to profit or loss on
dispasal or partial disoosal of the net investment.

foreign operations

In the event the Group acquires a fareign operatton, transactions are translated using exchange rates at period end income and expense items are translated
at the average exchange rates for the period, unless exchange rates fluctuated significantly duning that penod, in which case the exchange rate on transaction
date 1s used Goodwill acquired 1n business combinations of foreign operations are treated as assets and liabilites of that operation and translated at the
closing rate.

Exchange differences are recognised in other comprehensive income and accumulated in a separate category of eguity

©n the disposal of a foreign operation, the accumulated exchange differences of that operation, which are attributable to the Group are recognised 1n profit
or loss

Fareign exchange gains and losses that relate to borrowings and cash and cash equivatents are prasented n the profit or ioss within net foreign exchange
gans/{losses)
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3.

summary of Significant Accounting Palicies (continued)

F.

Alrcraft, Property, Plant and Equipment

Arrcraft, property, plart and equipment are switially recorded at cost, being the farr value of the consideration provided plus incidental costs directly
attributable to the acauisibon less trade discounts or rebates.

The cost of major airframe and engine maintenance checks is capitalised and depraciated over the shorter of the scheduled usage period to the next major
inspection event or the remaining useful ife of the arcraft. Manpower costs in relation to the employees who are dedicated to the major medifications or
mantenance checks are capitatised as part of the cost of the madification or maintenance check to which they relate

Borrowing costs and introduction costs associated with the acguisiion of qualifying assets such as aircraft, and the acquisition, production or construction of
significant items of property, plant and equipment are capitahised as part of the cost of the assets to which they relate

Land and buildings are recorded at far value v ine with the Group's policy of valuation on a tnennial basis by registered independent external valuers
Arreraft are revalued annually by registered independent external valuers while rotables are revalued on a triennial basis by registared independent external
wvaluers with the fast vatuation for Dash8 and F100 rotables being made in the financial year 2018. Any accumulated depreciation at the date of revaluation 1s
eliminated aganst the gross carrying amount of the asset, and the net amount s restated to the revalued amount of the asset All other property, plant and
equipment are stated at historical cost less depreciauon Historical cost includes expenditure that is directly attributable to the acquisition of the asset

Subseguent costs are included in the assets carrying ameunt or recogrised as a separate asset, as appropriate, only when it :s probable that future economic
benefits will flow to the Group and the cast of the ttems can be measured rehably

Any revaluation increase arising from the revaluation of aircraft, rotables, or land and buildings is recogmised, net of tax, in other camprehensive income and
accumulated in reserves in shareholdar’s equity, Revaluation decreases that offset previous revaluation increases of the same asset are charged aganst other
reserves directly in equrty, whilst all other decreases are charged to the profit or loss

Land 1s not depreciated. Depreciation of other assets is calculated using the straight-line method to allocate their cost or re-valued amounts to therr residual
values over ther estimated useful iives, as follows:

Years Percentage
Burldings Residential 33 300%
Buildings Commercial 13 7.50%
Furniture 13 7.50%
F100 Arrcraft 10 10.00%
Dash 8 Arrcraft 6 17 00%
Q400 Arrcraft 15 547%
F100 Aircraft Engines 5 20C0%
Dash 8 Arcraft Engines 5 20.00%
F100 Rotables S 20 00%
Dash 8 Rotables 5 2000%
Motor Vehicles and Radio Equipment 5 2000%
Computer Hardware 3 33.33%
Leasehold Improvements 3 3333%
Others 10 10.00%

An asset's carrying amount I1s written down immadiately to its recoverabie amount if the asset's carrying amount is greater than \ts estimated recoverable
amount

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and are recognised within ‘Other (losses}/gains — net’ in
profit or loss

When re-valued assets are sold, the amounts inchuded in ather resarves are transferred to retained earnings

Impairment of non-financial assets

Non-financial assets are reviewed for impairment whenevec events or thanges in crcumsiances indicate that the carrying amount may not be recoverable. An
impairment 1055 1s recogrised for the amount by which the asset’s carrying amount exceeds 1ts recoverable amount The recoverable amount is the higher of
an asset’s fair value less cost to sell and value in use. For the purposes of assessing mpairment, assets are grouped at the lowest lavels for which there are
separately identifiable cash flows (cash-generating units) Non-finanoal assets, ather than goodwill, that went through impairment are reviewed for possible
reversal of the impairment at each reparting date.

Assets held for sale

Non-current assets are classiiied as assets held for sale when their carrying amount 1s to be recovered principally through a sale transacticn rather than
through continung use and a sale is considered highly probable. They are stated at the lower of their carrying amount and fair value less costs to sef!
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3. Summary of Significant Accounting Policies {continued)

An impairment loss 15 recogmised for any nival or subsequent write-down of the asset to fair value less cost to sell. A gain 1s recognised for any subsequent
Increases in fair value less costs to sall of an asset, but not In excess of any cumulative impairment loss previously recogrised. A gain or loss nat previously
racogmsed by the date of the sale of the non-curreat asset (s recogmised at the date of de-recogniion

Assets are not depreciated whilst they are classified as neld for sale
. Leases

Atinception of a centract, the Group assesses whether a cantract s, or contains alease A gantractis, or contams, a lease, if the contract conveys the right to
control the use of an (dentified asset for a penad of ume (n exchange for consideration To assess whether a contract conveys the right to contrat the use of
an identified asset, the Group assesses whether:

{1} the contract mvolves the nght to use of an identified asset - this may be specified exphaitly or implicitly, and should be physically distinct of represent
substantially all the capacity of a physically distinct asset |f the supplier has a substantive substitution right, then the asset s notidentified;

{1} the Group has the right to obtain substantially all of the economic benefits from the use of the asset throughout the penad of the use; and

(1) the Group has the right to direct the use of the assel The Grouo has the nght when it has the deasion-making nights that are mast relevant to changing
how and for what purpose the asset is used. In rare cases where the decision about how and for what purpose the asset is used 1s predetermined, the Group
has the right to direct the use of the assets if either:

- the Group has the right to operate the asset; of
- the group has designed the assatin 3 way that predeterrmined how and for what purpose 1t will be used

The policy has been applied to contracts entered into, or changed, on or after 1 January 2019 At inceotion or on assessment of a contract that contains a
jease component, the Group allocates the consideration in the contract to each iease component on the basis of therr relative stand-alone grices

As a lessor

When the Group Is a lessor, leases are classified as either finance leases or operating leases and accounts for them differently. Rental income from operating
leases is recogrised on a straight-line basis ovar the term of the relevant Jease and taken up in the profit and loss under "other ravenue - rents received”

As a lessee

As a lessee, the Group recognises a right-of-use asset and lease liability at the lease commencement date The rght-of-use of assets 1s mtially measured at
cost, which comprise the imiral amaunt of the lease liability adjusted for any lease payments made at or before the commencemeant date, plus any costs
incurred and an estimate of casts to dismantle or remove the underlying asset or ta restore the underlymg asset or the site on which 1t s located, less any
incentives receved

The right-of-use of asset 15 subsequently deprectated using the straght-ine method from the commencement date to the earlier of the end of the ife of the
nght-of use of asset or the end of the lease term. The estimated useful Iives of nght-of-use of assats are determined on the same Dasis as those of praperty
and equipment in addiuon, the right-of-use asset (s penodically reduced by 'mpairment losses, If any, adjusted for certain remeasurements of the lease
tabiliey.

As the Group applies the revaluatian model to aircrait and properties, the Group has also apphied the same to all nght-of-use assets in hne with the
requirements of the Standard, the Group organised a revaluatian of all the leased aircraft as at 31 December 2020

On imitial recognition, the carrying value of the lease habihity also incluges: amaunts expected to be payable under any residual value guarantee; the exercise
price of any purchase option granted in favour of the Group if it 1s reasonably certain ta assess that option; and any penalties payable for terminating the
lease, f the term of the lease has been esumated on the basis of terrmnabon option beng exercised

Lease liabiities are measured at the present value of the contractuat payments due to the lessor over the lease term. with the discount rate determined by
reference to the rate inherent in the lease unless {as 1s typically the case) thisis nat readily determmnabie, in which case the Group’s nereamental borrowing
rate on commencement of the lease I1s used. Variable lease payments ara only inctuded in the measurement of the lease iy if they deoend on an index or
rate In such cases, tha smitial measurement of the lease liability assumes the variable element will remain unchanged throughout the lease term, Qther
variable lease payments are expensed in the period to which they refate

Subsequent to initial measurement lease hrabilities ncrease as 2 result of interest charged at a constant rate on the balance outstanding and are reduced for
lease payments made Right-of-use assets are amortised an a straight-line basis cver the remaining term of the leasa or aver the remaining economic !ife of
the asset if, rarely, this is judged to be shorter than the lease term

Short-term leases and leases of low-value assets

The Group has elected not to recognise right-of-use assets and lease iabihues for shart-term leases that nave a lease term of 12 manths or less and leases of
iow-value assets The Group recognises the lease payments associated with these leases as an expense on a straight-ne Dasis over the lease term
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3,  Summary of Signiflcant Accounting Policies {continued)

Assats hald under other leases were classified as operating leases and were not racognised in the Group s statement of financial positian. Payments made
under operating (eases were recogmised 1 prafit ar loss on a straight-hne basis over the tarm of the lease Lease incentives received were recognised as an
integral part of the totai lease expense, over tha term of the lease

1. Taxatien

incoma tax for the penad 1s based an the taxabla income for the year Taxable income differs from profit as reportad n the statement of comaprenensive
income for the periad as there are sume items thal may never be taxable or deductible for tax and other items that may be deductible or taxable in ather
periads Income tax for the period 1s calculated on the basis of the tax laws enacted or substantively enacted at the end of the reparting period Current and
deferred ta< s recognised n profit or loss, except to the extent that it refates to items racognised in other comprehensive incorme or directly in aquity. In this
case, the tax :s also recognisad in other comprehensive ncome or directly in equity, respectively.

Deferred tax is the future tax consequences of temparary differences betwesn the carryng amaunts and tax bases of assets and habilities shown on the
statement of financral position Deferred tax assets and habihties are not recogmsed if they arise in the following situations: the initial recogmition of goodwll;
or the initial recogmition of assets and habikties that affect neither accounting nor taxabie profit, The amount of deferred tax provided 1s based on the
expacted manner of recovery or settlement of the carrying amount af assets and hiabilities, using tax rates enacted or substantially enacred at the statement
of financial positian date

The Group daes not recognise deferred tax habilities, or deferred tax assets, on temporary differences assocrated with investments In subsidianes, joint
ventures and associates where the parent company is able to contral the timing of the reversal of the temparary differences and 115 not considered probable
that the temporary differences will reverse in the foreseeable future, itis the Group’s policy to reinvest undistriouted profits ansing in Group companies

A defarred tax asset 1s recognised only to the extent that it i1s probable that future taxable profits will be availabie against which the asset can be utihsed The
carrying amount of the deferred tax assets are reviewed at each statement of finanoal posiion date and reduced to the extent that it is no longer probable
that sufficient taxable profit will be available to allow all or part of the asset to be recovered

Deferred tax assets and labilities are offset only when there is a legally enforceable right to offset current tax assets and hiabihties and when the deferred tax
balances refate to the same tax authonty. Current tax assets and liabikties are offset where the entity has a Jegal enforceable right to offset and intends either
to settle on a net basis, or to realise the asset and settle the hability sunultaneously

K. Employment Benefits

1} Annual leave
Liabilities for accumulated annual leave expectad to be settled within 12 months of the reporung date are recognised as provisions in respect of employees’
services up to the reporting date and are measured at the amounts expected to be paid when the habilitres are settled

() Lang Service Leave

The prowision of employee benafits far long service leave represents the present value of the estimatad future cash outflows ta be made resulung from
employees’ service prowided to reporting date. The prawisian Is calculated using expected futura increases in wages and salary rates, including related on-
costs and expectad sattiement datas based on staff turnover history, and s discounted using the rates attached to PNG Government bonds at r2porting date
that most closely match the terms of matunty of the refated hizbihues

(m) Profit-sharing and bonus plans

Staff and management bonuses are paid If and when the Group makes a reasonable proiit and has sufficient cash funds. The Group recogmses 2 habihy and
an expense where contractually abhged or where past practice has creatad an obhgation. Prowisions for staff performance bonusas are disclased as current
wabilities in the consolidated statement of financial position

{v) Contractuol oward provisions
Contractual award prowisions are calculated using rates that are pre-agreed by management and the various unions to which the airlines workforce are
members. These benefits are stated at their fair values and disclosed in the consolhidated statement of financial position as non-current liabilites

(v} Termination benefits

Termination benefits are payable when employment 1s terminated before the normal retrement date, or whenever an employee accepts voluntary
redundancy in exchange far these benefits The Group recognises termination benafits when it 15 demanstrably committad to either: terrmmating the
eamployment of current employees according to a detailed formal plan without possibility of withdrawal; or prow:ding termination benefits as a result of an
offer made to encourage voluntary redundancy.

{u1) Contribution to Superannuation / pension funds
The Group contributes its share to employees defined contribution plans. Contributions to these plans are recognised as an expense in the profit and less as
\ncurred. Expatriate employess are generally not entitled, unless otherwise stated 'n thetr contract of service
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3. Summary of Significant Accounting Policies (continued)

L

Maintenance and Overhaul Costs

Embedded Maintenance:
An efement of the cost of an acquired aircraft 1s attributad to (s service potential, reflecting tha mamntenanca condition of its engines and airframe. This cost (s
depreciated over the shorter of the periad to the next major inspection event, the remarning life of the asset or the remarning lease term

Subsequent Mamtenance Expenditure:

The costs of subsequent major cyclical maintenance checks for awned and leased aircraft are recogrisad as an asset and depreciated over the sharter of the
scheduled usage penad to the next major inspection event, the remaining life of the arrcraft or laase term (as appropriate to therr estimated residual vaiue)
Maintenance checks that are covered by third-party maintenance agreements where thers is a transfer of risk and legal obligation are expensed an the basis
of hours flown. All other maintenance costs are expensed as ncurred

Maodifications!
Madfications that enhance the operating performance or extend the useful hves of aireraft are capitalised and depreciated over the remaining estimated
usefui iife of the asset or remaining lease term (as appreopriata to their estimated residual value).

Finance Costs

{1} Interest Expense
Finance costs comprise of (nterest expense attributable to the acquisition of arcraft under finance leases and various loans held with BSP to faclitate
refurbishment of existing awrcraft, purchase of new aircrat and buiiding of residential apartments These are charged to the profit or lass as incurred

{11) Bonk fees and commussions

Banks charge commussion to the Group on the credit cards used by customers at the time of making online bookings and settling their payments by credrt
cards In addition, the banks charge establishment and related fees for prowiding credit faciites and mamtaining accounts. These fees are recorded in the
proht or loss in the period that they are incurred.

Inventories

Inventaries compnise of arrcraft consumables and commercial stores  Inventories are stat2d at the lower of cost and net reahisable value. Aircraft consumable
cost 1s determinad through First-in First-Que (FIFQ) and commercial stores cost i1s determined through weighted average basis and comprises suppler price
incurred In bringing 1nventories to their location of utilsation The Group 1s nat i the business of selling arcraft cansumables and commeraal stores
inventory Net realisable value 1s determined by the existing markat conditions of the items and the value for which they can be sold.

Intangible Assets

Amortisation 15 charged to profit or loss on 3 straight-line basis over the esumatad useful lives of the intangible assets unless such lives are indefinite These
charges are included In other expenses in profit or loss Intangible assets with an indefinite useful life are tested for impairment annually Cther intangible
assets are amortised from the date they are available for use. The useful lives are as follows®

Patents and trademarks - 20 years
Software development costs - 3 years

Amortisation periods and methods are reviewed annually and acjusted if appropriate

intangible assets acquired separately
Whaere applicable, intangible assets acquired separately are shown at historical cost less accumuiated amortisation and impairment (usses

Intongible assets generated internally

Expenditures on research or on the research phase of an internal project are recognised as an expense when incurred The intangible assets ansing from the
development phase of an internal project are recogrused If, and only if, the following conditions apply:

{1} 1t1s tachnically faasible 10 complete the asset for use by the Group;

{u) the Group has the intention of completing the asset for either use or resale

{in} the Group has the ability to either use or sell the asset;

{1v) It 15 possible to estimate how the asset will generate income;

{v) the Group has adequate finanaial, techmcal and other resources to develop and use the asset; and

(w) the expenditure incurred to develop the asset is measurable

If no Intangibie asset can be recognised based on the above, then development costs are recognised in profit and loss in the period in which they are incurred
Intanguble ossets recogmsed in a business combination

Whare apphcable, intangible assets acquired in a business combinatior and racognised separately from goodws!l are initially recognised at their fair value at
tha acquisition date,
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3.

Summary of Significant Accounting Palicies (continued)

Financial instruments

{a) Recogrition and derecognitian
Financial assets and financial rabihities are recognised when the Group becomes a party to the cortractual provisions of the financial instrument.

Finanoal assets are derecognised when the contractual rights to the cash flows from the financial asset expire, or when the financial asset and substantially all
tha risks and rewards are transferred A financial iability 1s derecognised when 1t1s extinguished, discharged, cancelted or expiras

{e) Classification and initial measurement of financial assets
Except for those trade receivables that do not contain a significant financing component and are measured at the transaction price :n accordance with (FRS
15, all financial assets are initially measured at fair value adjusted for transaction costs (where applicable)

Financial assets, other than those designated and effective as hedging struments, are classified into the following categories:
s amortised cost

» fair vaiue through profit or loss (FYTPL)

« fair value through ather comprehensive income (FVOCH

In the periods presented the Group does not have any financial assets categorised as FVOCI The classification is determined by both:
 the entity's business modeal for managing the financial asset;
o the contractual cash flow characteristics of the financial asset

Al income and expenses relating to financral assets that are recognised 1n profit or loss are presented within finance costs, finance tncome or other financial
items, except for iImpairment of trade receivables, which s presentad within other expenses.

{c} Subseguent measurement of financial assets

{1} Finoncral ossets ot omortised cost

Finanoal assets are measured at amortised cost If the assets meet the followmg conditions (and are not designated as FVTPL):

s they are held within a business model whose objective 1s to hold the financial asseis and collect its contractual cash flows:

= the contractual terms of the financial assets give rise to cash flows that are solely payments of principal and interest on the principal amount outstanding

After initial recognition, these are measured at amortsed cost using the effective interest method Discounting 15 omitted where the effect of discounting 15
immaterial The Group's cash and cash equivalents, trade and most other recevables fail into this category of financial instruments as well as listed bonds that
were previously classified as held-to-maturity under IFRS 9

(1) financial assets at fair value through profit ar loss (FVTPL)

Financial assets that are hald within a different business model other than hold to collect’ or ‘hold to collect and sell’ are categorised at fair value through
arofit and Joss. Further, irrespective of businass model financial assets whose contractual cash flows are not solely payments of princpal and interast are
accounted for at FVTPL. All derivative financial instruments fall into this category, except for those designated and effective as hadging instruments, for which
the hedge accounting requirements apply. In the current financial year the fair valuz was determined in ine with the requirements of IFRS 9, which does nat
allow for measurement at cost Assets in this category are measured at far value with gans or losses recogmised in profit or loss. The fair values of financial
assets in this category are determined by referznce to active market transactians or using 3 valuation technigue where no active market exists

(1} Finonicial assets ot fair value through other comprehensive income {FYOCH)

The Group accounts for financial assets at FYOC! «f the assets meet the following conditions:

= they are helc urder 3 business macel whose chiective 1t1s "hold to co:lect ' the associatea casi Mows ard sel and

« the contractual terms of the financial assets give rise to cash flows that are salely payments of principal and interest on the principal amount outstanding

Any gains or losses recognised in other comprehensive incame [OCI) will be recycled upon de-recognition of the asset

fiv) Fimancia! ossets clossifred as available for sole (AFS) under IFRS 3 {comparative per:ods)
There were no finangat assets classified as available for sale under IFRS 9.

{d} Imparment of financtal assets

IFRS @'s iImparrment regquirements use more forward-locking information to recognise expectad credit losses — the ‘expected credit loss (ECL) madel This
replaces IFRS 9's ‘incurred loss model’. instruments within the scope of the new requirements included toans and other debt-type financial assets measured at
amartised cost and FVOC|, trade recetvables, contract assets recognised and measured unger IFRS 15 and loan commitments and some fnancial guarantee
contracts (for the ssuer) that are not measured at fair value through prafit or loss

Recogmition of credit losses is no longer dependent on the Group first identifying a credit loss event Instead the Group considers a broader range of
nformation when assessing credit nisk ang measurmg expetted credit losses, inctuding past events, current conditions, reasonable and suppertable forecasts
that affect the expected collectability of the future cash flows of the instrument

th
i
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3. Summary of Significant Accounting Palicies {cantinued)

In applying this forward-looking approach, a distinction 1s made between:

« financial instruments that have not deteriorated significantly in credit quality smce init:al recognition or that have low cradit risk { Stage 1') and

« financiat instruments that have detertorated significantiy in credit quality since imtsal recognition and whase credit risk 1s not {ow {'Stage 2°). ‘Stage 3’ would
cover financial assets that have abjective evidence of impairment at the reporting date. ' 12-month expected credit losses’ are recogmised for the first category
whiie ifetime axpected credit losses’ ares recognised for the second category

Measurement of the expected credit logses 1s determined by a probabity-weighted estimate of credit losses aver the expected life of the finanaal
instrument

{e] Trade and other receivables and contracrt assets

The Group makes use of a simplified approach in accounting for trade and other recevables as we!l as contract assets and records the loss allowance as
Iifetime expected credit iosses These are the expected shortfalls in contractual cash flows, considaring the potential for default at any point during the life of
the financial Instrument. In calculating, the Group uses its histarical experience, extecnal indicators and forward-looking information ta calculate the expected
credit losses using a provision matrix

The Group assesses impairment of trade recelvables on a collective basis as they possess shared credit rsk characteristics they have been grouped based on
the days past due.

(f) Classification and measuremeant of financial liabiles
As the accounting for financial liabilities remains largely the same under IFRS 9 compared to [AS 39, the Group's financial habiities were not impacted by the
adoption of IFRS 9, However, for completeness the accounting pohcey is disclosed below.

The Group’s financial labilities include borrowings, trade and other payables and derivative financial instruments where appiicable.

Financial iabilities are initially measured at fair value, and, where appiicable, adjusted for transaction costs unless the Group designated a financial kability at
fair value through profit or loss.

Subseguently, financial habilities are measured at amortised cost using the effective interest methad except for dervatives and financial habilities designatad
at FVTPL (where applicable), which are carried subsegquently at fair value with gains or {osses recogmised in profit or loss {other than derivative financial
instruments that are designated and effective as hedging instruments)

Al interest-related charges and changes in an instrument’s fair value that are reported 1n profit or loss are included within finance costs or finance income sf
applicable.

(g} Denvative financial instruments and hedge accounting

Where applicable derivative financial instruments ara accounted for at fair valua theough profit and loss {FVTPL) except for dertvatives designated as hedging
instruments in cash flow hedge relationships, which reguire a specific accounting treatment To qualify for hedge accounting, the hedging relationship must
meet all of the following requirements:

« there 15 an econamic relationship between the hadged item and the nedging mstrurment

« the affect of credit risk does not dominate the value changes that result from that economic relationship

« the hedge ratio of the hedging relatianship 1s the same as that resulting from the quantity of the hedged item that the entty actually hedges ang the
guannty of the hedging instrument that the entity actuaily uses to hedge that quantity of hedged item

To the eatent that a hedge 1s effective, changes in the fair value of derivatives designated as hedging instruments in cash flow hedges are recognised in other
comprehensive income and included within the cash flow hedge reserve in equity. Any ineffectrveness in the hedge relationship 1s recogrised immediately in
profit of [0ss

At the ume the hedged item affacts profit or loss, any gam or loss praviously recognised in other comprehensive income s reclassified from equity to profit or
loss and presented as a reclassification adjustment within other comprehensive ncome However, if a non-finanacial asset or habiltty 1s recognised as a result of
the hedged transactian, the garns and lgssas previously recogmsed in ather comprehersive mcome are included n the initial measurement of the hedged
1am

if a forecast transaction 1s no longer expectad to accur, any related gam or loss recogmsed in other comprehensive income 1s transferred immediately to profit
or loss if the hedging relationship ceases to meet the effectiveness conditions, hedge account:ng :s discantinued and the related gam or ioss 1s held in the
aquity reserve until the forecast transactian occurs

Q. Share Capital

Ordinary shares are classified as equity. Incremantal costs directly atzrbutable to thessue of new shares ar options are shown in equity as a deduction, net of
tax from the proceeds

22
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3.

Summary of Significant Accounting Policies {continued)

R.

Trade Creditors

Trade payables are obligations to pay far goods or services that have been acquired in the ordinary course of business from supphiers. Accounts payable are
classified as current habslitias if payment s due within ane year cr less [or 1n the narmal operating cycle of tha business if ionger) If not, they are presented as
non-current ltabilites

Accruals ere lrabibties to pay for goods or services that have been received or supplied but have not been naid, \nvoiced or formally agreed with supplier
Barrowings

Borrowings ara recaognised at inception at fair value, net of transaction costs incurred  After imitial recognition, borrowings are recognised at amortised €ost
using the effective interest rate (EIR) method. Gains and tosses are recognised in the profit or loss when the liabiiities are derecagnised as well as through the

EIR amortsation process

Borrowings are classified as current liabilties unless the Group has an unconditional right to defer settlement of the habity for at. feast 12 months after the
reporting date

Borrowing ¢osts that are directly attributable to the acquisition, construction or praduction of a qualifying asset shall be capitalised as part of the cost of that
asset. All other borrowing costs are recognised as an expense in the period In which they are incurred

Fees paid on the establishment of loan facilities are recognised as transaction casts of the loan to the extent that it 1s probable that some or all of the facihty
will be drawn down. [n this case, the fee 1s deferred until the draw-down occurs. To the extent there 15 no evidence that it 15 prababie that some or all of the
facihity will be drawn down, the fee Is capitalised as a pre-payment for iguidity services and amartised over the pernad of the facility to which it refates
Provisions

A provision 1s recognised when thera is a legal, equitable or constructive cbiigation as a result of a past event and it s probable that a future sacrifice of
economic benefits will be required to settle the obligation, the timing or amount of which 1s uncertain. If the effect 1s material, provision s determined by
discounting the expected future cash flows (adjusted for expected future risks) required to settle the obligation at a pre-tax rate that reflects current market
assessment of the time value of money and the nisks specific to the liability, being risk free rates on gavernment bands mast closely matching the expected
future payments The unwinding of the discount is treated as interest expense. Future operating osses are not treated as provisions

Government Grants

The Group accounts for nan-monetary government grants in accordance with the income approach. under which a grant is taken to mccme over one or more
periods These government grants are prasented in the statement of financiat position as deferred income. The recogmition as incoma ts done on a systematic

and rauonal basis over the pertods necessary ta match them with the refated costs

Government grants in refation to purchase of property, plant and eguipment ara included in non-current napiities as deferred income and are credited to
profit and loss on a straight ling basis over the expected (ives of the related assets

Goads and services tax {(GST}

Ravenues, expenses and assets are recognised net of the amount of associated GST, unless the GST incurred 1s not recoverable from the tazation authority. In
this case 1t 15 recognised as part of the cost of acquisition of the asset or as part of the expense

Receivables and payabies are stated inclusive of the amount of GST recewvable and payable The net GST recoverable from or payable to the taxation
authonity is included with ather receivables and payables in the consolidated stacement of financrai pasinion

The GST components of cash flows arising fram either investing or financing activities that are recoveratle from or payable to the taxation authonty are
presented as operating cash fiows in the consalidated statement of cash flows

Comparatives

Where necessary, comparative figures have been reclassified te canform with the changes m prasentanion in the current year

Use of Estimates and Judgements

In the application of the Group's accounting pahicies, management has made judgements, estuimates and assumptions about the carryng amounts of assets and

lizbilities that are not readily apparent from other sources. The estimates and assoclated assurmptions are based on the historica! experience and other factors that

are considered to he relevant Actual results may differ from these astimates.

The estimates and underiying assumptions are reviewed on an ongoing basis. Revisions to estimates are recognised prospectively.
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4. Use of Estimates and Judgements {continued)

Judgements
The following are the critical judgements, apart from those involving estimations, that management has made ¢ the process of applying the Group's accounting
policies that have the most significant effect on the amounts recognised in the consalidated financial statements

{a) teases

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the nsk and rewards of the ownership te the lessee, otherwise
ieases are classihied as aperating leases. Judgement is used in determining whether the significant risk and rewards of ownership are wransferred to the lessze.
tn making such judgement, the Group evaluates the terms and conditions of the lease arrangement The lease is classified as a finance lease since the Group
has the option ta purchase the asset at a price that 1s expected to be sufficientiy lower than the fair valug at the date the option becames exeraisable for 1t to
pe reascnably certain, at the incepuion of the lease, that the option will be exercised, or the lease term is for the major part of the eccnomuc life of the asset,
or at the inception of the lease the gresent value of the mimimum lease payments amounts to at least substantially alf of the fair value of the leased asset, or
the leased assets are of such a specialized nature that anly the Groug can use them without major modifications in which the management believes that the
jessor has transferred substantially ali the risk and rewards over the eased asset to the lessee Fatlure to make the right udgement wauld directly affect the
Group's assets and habilities

The Graup has adapted IFRS 15 11 2019 and thersfora the raspective arcraft lease agreements that are effectve as at that date alorg with, considering the
benefit of hindsight, the changes during the years from 2019 to 2021 are censidered

(1) Recognition of lease ltability
The Group recognised lease liability measured at the present value of the future lease payments per the respective lease agreements

In terms of renewal options, the assessment was carried out in hindsight at the end of Decemer 2020, thus all the developments known to date on the
individual lease agreements were considered. In addition to this and based on varieus factors including the re-fleeting exercise, for the aircraft, the age, an
assumptian of a 5 year term was used for most current leases

Where, 1t 15 not always reasonably certain that the Group will renew a lease, these are not considerad. Leases that reached the expiry date and in Group's
assessment were no longer required for current and future requirements were assessed and terminated on expiry. There were no instances of early
termmation of lease

There were no purchase options on the aircraft and property leases within the cusrent leases, thus the Group was not reasonably certain to exercise an option
to purchase an underlying aircraft or property

(1) Recogrution of right-of-use assets
The Group recognised right-of-use assets equivalent to the the lease hability

Except for two new arr¢raft operating leases in 2020, all other operating !ease arrangements arz cld and have been in operation for years. The majornity, 1f not
all praperty leases have been in place for a while and payments are on 3 month to month basis, Any mitial direct costs have been assessed to be immateriai
taking Into consideration. for the old leases that had they been capitahsad inibally and been amortised over the years. There were no prepaid lease
arrangements that would need to be considered on measurement of the right-of-use asset recognition

The Group depreciates rnight-of-use assets in accordance with the requirements of IAS 16 Deprzciation starts at the commencement date of the lease. The
depraciation period runs to the eachier of the end of the useful life of the right-of-use asset or the end of the lease As a general rule, there are no purchase
opuions on any of the current operaung leases, the aircraft and leased properties will be depreaciated up to the end of the iease term. While the majority of
lease agraements have set terms in place or have conunually been renewed, some continue to effectively be on a month to month basis. The same applies to
leased properties Therefore, taking the aforementioned circumstances into consideration, the uncertainty and vanious factors /mpacuing the Group's re-
fleeting program the current state or age of the current arcraft ar underlymg assets, the Greoup's assumption in relation to the arrcraft and property leases
that are on a month to month basis and leases that are current, 1s to assume a S-year term from the 1st of January 2019 onwards as the basis to carry out the
exerzise of present valuing the future lease payments. The assumption of course s reassessed on 3 periadic basis and upon relevant decisions by the Board

() Interest and depreciation charges

The recogmtion cf interest charges 1s based on the amorusation schedule per the present value of future paymants in which the interest portion per the
amortisation schedule s apportioned out of the monthly lease payments,

Depraciation charges are computed based on the siraight-line method aver the remaining term of the lease ar whara a lease s an a month to month bass,
the assumed oeriod for the purposes of IFRS 135 accountung is 5 years from 1st January 2019
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4,

Use of Estimates and Judgements (continued)

(b}

{c)

{d)

(1v) Discount rate used on present valuing of the future legse payments per the lease agreements

The discount rates used for the purposes of catculating the present value of the future lease payments far leased arrcraft 1s based on the specific interest rates
that the lessor charges per the lease agreement In some cases such as agreements with the Bank of South Paafic (“BSP”), the interest rates currently charged
on other loans with the arrline are used as the basis for discounting for BSP leasad aircraft. Similarly there are cases where a spealfic lease agreement may not
state the interest rate clearly however in other (ease agreements with the same lessor, a rate 1s stated In such cases, the rate specified In a lease agreement :s
applied to all leases common to a particular lessor. On avarage the interest rates being charged on the Group's financing requirements range from roughly 7%
10 9% 1 e an average of roughly 8%

The rates are not clearly specified far ieased properties, thus for the purposes of IFRS 16 accounting and calculating the present value of future lease
payments, an average rate of 8%1s used as the discount rate, an average rate that 1s proxy for Group's costs of caprtal

The Graup's position and assessment is that as long as the discount rate is plus of minus 1% of the average rate of all the loans ard fease agreements, the
ubilisation of this average rate is acceptable for the Group IFRS 16 reporting reguirements and betieve meets the requirements of the Standard

{v) Power by the hour arrangement

In 2020 specifically the Group renegotiated !ease ratas with one particular lessar which up until that ume was leasing two B767s and two B737s, all part of
COVID 19 relief measures This involved maving seme aircraft to a power by the hour arrangement The power by the hour arrangement was such that, ths
Group paid for the lease of the arcraft based on use The hours flown in the relevant months were calculated and multiphed by an hourly rate to arrive at the
amounts paid. The Group assessment s such that the relevant periods tin which the lease was based on this type of arrangement {payment on a utdisation
basis only arrangement) would not be categorised as falling within the defimtion of a lease per IFRS 16 and therefore has not been considered in the present
value calculations accordingly

{w) Engineering related engine maintenance contracts

In the assessment of the different transactions or contracts, 1n terms of whether they fail within the definiuon of a lease for IFRS 16 reporting/accounting
purposes, materiality was a major factor. Accordingly, apart from the operating lease arrangements for aircraft and peoperties, the only other matenal
transactions or contracts relate to the power by the hour transactions or contracts in enginesring whereby the agreements are such that payments are based
on the actual hours of usage in a3 month. In line with the Standard, and consistent with the Group's assessment of simiar transactions, these engine contract
agreemants do not sabisfy the definition of a lease criteria and are therefore not leases for IFRS reporting/accounting purposes

Income taxes
The Group s subject to income taxes Significant judgement 1 required in determining the provisian for incame taxes There are many transactions and
caiculations for which the ultimate tax determination is uncertain in the ordinary course of business

The Group recognises lrabihties for tax audit issues when it 1s probable The habihties ar2 based an est:rmates as to whether additional taxes will be due
Where the final tax outcome of these matters 1s duferent fram the amounts that were initially recarded, such differences will impact the income 1ax and
deferred tax prowisioning in the periad in which such determination 1s made.

Further, recogmtion of deferred tax assets depends on management’s assessment of the probability of available future taxanle income agamnst which the
tamporary differencas can be aophed

Revaluation of aircraft, property, plant and equipment

The Group applies the revaluation policy of accounting for its aireraft, properties and rotables This determination requires significant judgement. in making
this judgement, the Group evaluates, among other factors, the duration and extent to which the fair value of fixed assets s less than its cost and the finanoial
heaith and short term business outlook of the airfine industry as a whole, including factors such as industry and sector performance, changes in technology
and operational and financing cash flaw The Group engages the services of an independent valuer ta ensure that the assets are presented at therr correct
market values

Estimated useful fife of fixed assets
The Group estimates the useful ife of aircraft, properties, rotables, engines and plant & equipment The detarmination regquires significant judgement In
making this jJudgement, the Group evaluates, among other factors the duration during whrch assets can be used for its econormzal life.

(1) Aircraft useful life depends an the term of the contract with the lessor. At the end of the lease aircrait are generally returned to the jessor if arcraft are
rransferred to the Group at the end of the iease term then the usefu! life s assessed avery year aiter the lease term

(1) For Properties, Rotables Engines and Plant & Equipment the useful ife 15 estimated by the management based on anticpated usage, changes n
technolsgy etc. Deprecation rates are determined based on the esumated useful Uife of the assets and the value of the assets
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4.

Use of Estimates and Judgements (continued}

fe)

M

(9]

th)

)

(/)

Long serwice leave

The present value of the long service leave obiigations depends on a number of factors and assumptions The assumptions used n deterrmining the present
value of the liability include growth and discount rates. Any changes in these assumptians will impact the careying amount of leng serces leave obligaunns
The Group determines the appropriate growth and discaunt rates at the end of each year The discount rate :s the interest rate used to determine the present
value of estimated futura cash outflows expected to be required to settle the long service leave obligatons In determiming the appropriate discount rate, the
Group considers the interest ratas of government bonds that are denominated in the currency n which the benefits will ba paid, and that have terms to
maturity approximating the terms of the long sarwice leave liability The growth rate 1s used to estimate future growth in wage rates. in determiming the
growth rate the Group considers appropriate wage :ndexes and/or CPI rates

Qther key assumptions for pension obligations are based in part on current market conditians

Prowision for doubtful debts

The Group recognises ifetme ECL for trade receivabies, contract assets and lease recewables The ECL s estimated using a provision matrix based an the
Group's historical credit loss experience, adjusted for factors that are specific 1o the debtors, general econamic conditions and an assessment of both the
current as well as the forecast diraction of conditions at the reparting date (ncluding tume value of money where appropriate

Prawiston for end of lease

A pravision for end of lease with respecl to oparating lease agreements requires the return of the aircraft with adherence to certain maintenance condrtions.
This provision is based on the present value of the expected future cost of meeting the maintenance return condition, having regard to the current fieet plan
and long term maintenance schedules

Determination of fair value

A number of the Group's accounting policies and disclosures require the determination of fair value, for both financial and nan-financial assets and habilities
Fair values have been determined for measurement and / or disclosure purposes based on the following methods: market approach, the cast approach ar the
income approach. When applicable, further information about the assumptions made in determining fair values 1s disclosed in the note speafic to that assat
or liabilvty. When measuring the fair value of an asset or hhability, the Graun uses observable market data as far as possible. Fawr values are categorised 1nto
different levels in a fair value hierarchy basad on the inputs used in the valuation technigues as follows

Level 1: Quoted prices {unadjusted) in active markets for identical assets or habities.

Level 2: Inputs other than quoted prices included in level 1 that are cbservable for the asset or liability, either directly (1 @. as prices) or indirectly {1 e denved
from orices)

Level 3 Inputs for the asset or hability that are not based an observable market data (unobservable inputs).

If the inputs used ta measure the fair vaiue of an asset or liability might falt in different levels of the fair value hierarchy then the fair value measurement s
categorised In (s entirety in the sare level of the fair value hierarchy as the lowest level input that s significant to the entir2 measurement,

The Group reccgmses transfers between lavels of the fair value hieracchy at the end of the reparsing period during which the change has cccurred

Property plant and equipment

The fair value of property, plant and equipment recogrised as a result of a husiness combination s based on market value The market value of property Is the
estimated amount for which 3 praperty could be exchanged on the date of valuation between a willing buyer and 3 willing seller in an arm's length transaction
after prooer marketing wherein the parties had =ach acted knowledgeably and willingly.

The Group applies the revaluation policy of accounung for its aireraft, properties and rotables This detarmination requires significant judgement, In making
this judgement, the Group evaluates, among other factors, the duration and extent ta wiich the fair value of fixed assets s less than its cost, and the financial
heaith of and short term business autlook of the arrline industry as a whale, including factors such as industry and sector performance, changes in technalogy
and operational and financing cash flow. The Group engages the services of an independent vaiuer to ensure that the assets are presented n ther correct
market values

Measurement of foir value, fair value model ond sigruficont unpbservable inputs
Information about how the fair values of the Group's land and buildings are determined (in particular, the valuation method(s} and inputs used) 1s detailed as
follows:

(a) Direct market approach (DMA} is 2 market-based valuation techmque that considers the most recent completed sales transactions and guoted market
prices {when available) of similar properties in the location adyusted for the certain market factors such as the physical deterioraticn of the property and its
location (prime vs secondary)

{b) Market capiralisauon (MC) 1s a fair valuation model which considers tha prasent value of net cash flows to be generated from the property. The expected
net cash flows are discountad using risk-adjusted market caprtalisauon rates adjusted for the certain market factors such 3s the physical deterioration of the
oreperty and its location {(prime vs secendary). Key uncbservable input includes the risk-adjusted market capitabsation rates and market lease rates

(c) Certan properutes are valued at cost esther due to the recent acquisition of these investmants Managemant behieves that the cost of these properties
approvimates their fair value
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5. REVENUE
a) Operating revenue Consolidated Company
2020 2019 2020 2019
K'000 K'000 K'000 K'000
Passenger 392,807 822,184 392,807 822,184
Cargo 99,081 105,287 95,081 105,287
Charter 40914 42,553 40,914 42,553
Expired tickets 35,320 51,771 35,320 51,771
Excess cargo and other 32,319 26.596 32,319 26,996
600,441 1,048,791 600,441 1,048,791
b) Other revenue Consalidated Company
2020 2019 2020 2019
K'000 K'000 K'000 K'000
Miscellaneous income 16,148 34021 16,148 34,021
Rant recaived 33 28 33 23
Commissions 2,755 5,230 2,755 5,230
Handling charges - cargo 5,404 9,181 5.404 g,181
Qther revenue {expenses) {4,037) 16,595 {4,037) 16,595
20,303 65,055 20,303 65,055

Miscellaneous incame refers to income from non-revanue accounts comprisad of ane-off and unallocated balances
Gan/(Loss) on sale of assets consist of the total gains/(iosses) on discosal of property, pfant and equipment Disposal details are included n note 13(b}

Other revenue {expenses) compnsed of maintenance services to other airlines, commissions earned on seat upgrades managesd through an application where
customers bid for seat upgrades, commissions fram other airlines, tarminal fees and charges on international cargo charged by all alines This account also
includes adjustment related to adoption of new IFRS 16 where the inttial operating lease payments were transferred to the balance sheet, the solt tetiveen
intarast and principal was made and the difference s cleared to profit and lass

6.  EXPENSES
a) Operating costs Consalidated Company
2020 2019 2020 2019
Direct costs K'000 K'000 K'000 K000
Maintenance 145,153 162 319 145,153 162,319
Fuet 123,773 254,641 123,773 254,541
Air navigauon and landing fees 29,056 39,844 29,056 39,844
Flight operations 96,637 127432 96,637 127,434
Commussions 6,838 24 414 6,838 24414
Other direct operating costs 20,080 44,607 20,080 44,607
421,537 653,259 421537 £53.259
Other operating costs
Arrcraft ccerating teases 517 3,626 517 3,625
Aurrcraft, engine and rotable depreciation 178,981 157,887 178,381 157887
Aircraft and passenger msurance 18,082 13,617 18,082 13,617
Other operating costs 20,229 29,579 (46,164) {37,319}
217,808 204.709 151416 137.810
639,346 857,968 572,953 791,069
b} Overhead costs Consolidated Company
2020 2019 2020 2015
K'000 K'000 K000 K'000
General management 39,486 47551 39,486 475951
Finance, IT and corporate planning 52,782 61,278 52,782 6127¢
Commercial, sales and marketing 33,730 47,567 33,750 47,367
Personnel and human resource 6,150 6,178 6,150 6,178
Operations and ground servicas 42033 48,732 42033 48,732
Engineenng 11,857 12,553 11857 12,553
Finance costs 208526 18,060 20,626 18,060
!mpairment aof assats 59,256 S.150 59,256 5,150
Gan/{loss) on sale of assers 3,537 10,395 3,537 10.395
269,477 257,862 269,477 257,862
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6. EXPENSES (CONTINUED}
c} Operating and overhead costs are stated after charging:

Auditor's remuneration and other services
Deprec:atior

Depreciation - r:gnt-of-use assets
Canations

Labour / personrel Costs

Depreciation

The depraciation expenses are recognised in the following line items in the statement of profit or loss and other comprehensive income:

Operating costs
Overhead costs

Labour / Personnel Costs
Salaries and wages
Superannuation

Long service leave (Note 21)
Housing arnd other benefits

d}) Finance Costs
Interest expense
Bank fees and commission

7. INCOME TAXES
A. INCOME TAX EXPENSE / {BENEFIT)

Current tax expense
Over provision on pror year income tax
Deferred income tax relating to reversal of temporary differences

The prima facie tax charge on profit for the year ts reconciled to tax expense as foliows:

Net (loss)/profit befare income tax

Income tax expensef{benefit) an loss for 2020 @ 30% {2019:30%)
Tax effect of:

Permanent difference

Unrecognised defarrad tax asset

Changes in recognition of deferred tax
Other

B. DEFERRED TAX ASSETS AND LIABILITIES

Deferred tax assets

Deferred tax liahilities

Net Deferred Tax Asset / (Liability)

Cansalidated Campany
2020 2019 2020 2019
K000 K'000 K'000 K'000
1,160 1,193 1,100 1,193
39,452 41,025 338452 41,025
170,478 153,645 170478 153,645
101 36 101 36
175,664 205,129 175,664 205,085
178,981 157,887 178,981 157,887
30,949 36,783 30,949 36,783
209,930 194,670 209,930 194,670
145,228 151008 145,228 160,981
7,555 7534 7,555 7534
5079 7,868 5,079 7,868
16,802 28,719 16,802 28,702
175,664 205,129 175,664 205,085
Consolidated Company
2020 2019 2020 2019
K'000 K'000 K'000 K'000
21,738 21,977 21,738 21,877
2,096 12,385 2,096 12,385
23,834 34,362 23,834 34,362
Cansolidated Company
2020 2019 2020 2019
K'000 K'000 K’'000 K'000
{101,664) {14.176) (81,746} 5.894
{33,413) 44,682 (40,383) 54,585
128,102 {1,119) 128,102 11.119}
(6,975) 29,387 5,973 59,360
(309 998) 144,426} (243.605) 22473
{82,939) {13,328} (73,081) 6,742
64 72 53 72
128,102 56,852 128,102 56,852
{33413) {23,289) {40,383) {13,386)
(8,729) (920} (8,729) {320)
{6,975} 29,387 5,973 59,360
Consalidated Company
2020 2018 2020 2019
K000 K'000 K'000 K'000
26,601 73.013 26,601 73,013
26,601 73,013 26,601 73,013
26,601 73,013 26501 73.013
26,601 73,013 26,601 73,013

r
w
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7. INCOME TAXES (CONTINUED)

The gross movement on the deferred expense tax accountss as fellaws

Beginning balance
(Debited)/credited to profit orloss
Tax charged directly to 2quity
Total

The movement in deferred ncome tax assets and habiliues during the year 15 as follows:

Consolidated and Parent

Deferred tax assets

At 1 January 2019
{Debited)/credited te profit or foss
At 31 December 2019
{Debited)/credited to profit or lass
At 31 December 2020

Consolidated Company
2020 2019 2020 2019
K'000 K'000 K'000 K'000
35,736 33,498 35,525 33,287
(46,412} 1119 46,412) 1,119
2,018 1,119 2,018 1,119
(8,658) 35,736 (B.869) 35,525
Unrealised foreign Unrecognised
exchange gains Tax losses Provision for deferred tax
Provisions and losses carried forward doubtful debts assets Total
13,497 1,258 56,065 6,737 {17,551} 6C,006
{1.030) §98 79,555 436 {66,8521 13.C07
12,467 2,156 135,620 7,173 (84,403) 73,013
597 {582} 83.132 (1457} 128 102] {16412}
13,064 1,574 218,752 5.716 (212,505) 26,601

Deferred tax assets was capped at deferred ta< habiities hence an amount of K128.1 million deferred tax assets from cumulative carry forward tax losses was
derecognised in 2020 {2019: K66.9 million). Management believes that there will be no future taxable income to utilise the unrecognised deferred tax assets

generated from the cumulative tax losses

Deferred tax liabilities

At 1 January 2019
{Debited)/credited to profit or loss

Charged directly to revaluation reserve In equity

At 31 December 2019
{Debited)/credited to orofit or loss

Charged directly to ravaluation reserve in eguity

At 31 December 2020

C. INCOME TAX PAYABLE (RECEIVABLE)

Income tax payable/{receivadle)

8. CASH AND CASH EQUIVALENTS

Casn at bank and on hand

9. TRADE DEBTORS AND OTHER DEBTORS

Trade debtors
Trade debtors - related parties
tess: provision for doubtful debts

Cther debrars
Accrued codes share revenue
Less provisien for doubtful debts

Aircraft,
property,
plant & Deferred Right-of-use
equipment Prepay penditure assets Lease liabil Tatal
533244 1,741 5,021 60 C06
{19,646} B89 2615 116,009 {87 879) 11,888
1,119 - 2 = 1,113
34,717 2,630 7,636 116,009 (87.979) 73,013
{20,869) 317 799 (48,258) 19,591 {48,430)
2,018 2,018
15,866 2,947 B,435 67,741 (68.388) 26,601
Consolidated Company
2020 2019 2020 2013
K'000 K'000 K'000 K'000
{31,520) (18,607.00}) 27,242 19,970
{31.590) {18.607) 27,242 19,570
Consolidated Company
2020 2019 2020 2019
K'000 X' 000 K'000 K'000
40,938 26,960 42,056 29 802
40,938 26,960 42,058 29,802
Consolidated Company
2020 2019 2020 2019
K'000 K'000 K'000 X'000
55.310 92,725 55310 72,571
6,156 3,686 81,425 55439
(iB.981} {23.840} (13,981} 123,240)
42,485 72,571 117,754 104,170
15009 3307 14,915 18,307
938 14,321 938 13 275
{71} (70} 71 (70}
58,361 90,129 133,536 141,883
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9. TRADE DEBTORS AND OTHER DEBTORS (CONTINUED)

Consolidated Company
MOVEMENT IN PROVISION FOR DOUBTFUL DEBTS 2020 2019 2020 2019
K'000 K'000 K'000 K000
Opening prowsion for doubtful debrts 23,840 25,481 23,840 25,481
Provision / {raversal) for doubtful debts {4.859) (1,641} {4 859} {1.641)
Closing provision for doubtful debts 18,981 23,840 18,981 23,840
The aging of the trade debtors at the reporting date was as follows:

Total 0-30 Days 31-60 Days 61-90 Days >90 Days
K'000 K'000 K'00Q K'000 K000

2020 55,310 8853 8,854 (543) 38,146

2019 72,571 19,193 15,189 1.540 36,649

The Group believes that some unimpaired amounts that are past due hy more than 90 days are still collectible in full, based on historic payment behaviour.

10. DEPQSITS AND PREPAYMENTS Consolidated Company
2020 2019 2020 2019
K'000 K'000 K'000 K'000
Refundable deposits 4,204 4,065 4,204 4,065
Other prepayments and charges 24,990 18,029 24,990 19,028
29,194 23,094 29,194 23,094

The refundable deposits have been paid to service providers as part of contracts Other prepayments include payment, rentals, scheol fees and nsurance

premiums, .
11. DEFERRED EXPENDITURE Consolidated Company
2020 2019 2020 2019
K'000 K'000 K'000 K'000
Deferred Expenditure
Movements:
Balance 1 January 26,366 17,834 26,366 17.834
Expenditure incurred during the year §,970 13,159 6,970 13,156
Amortisation durng the year (4,369) {4,627} {4,369} {4,627}
Balance 31 December 28,967 26,366 28,567 26,363
Comprised of:
Current asset 4159 5.436 4,169 5,433
Non —current asset 24,798 20,930 24,798 20,930
28,967 26,366 28,967 26,363

Deferred expenditura relates to introduction costs for leased aircraft, major engine overhau! costs and major scheduled maintenance costs. These costs are
amortised over the term of the tease, or for a penod up to the date when the next major overhaul or repair 1s due

12. INVENTORIES Consolidated Company
2020 2019 2020 2015
X’'00G K'000 K'000 K000
Consumable spares 50,255 50,808 50,255 50,808
Commercial stores 6,280 6,084 6.220 6.084
56,535 56,892 56,535 56,892
Less: provision for obsolescence {176} (619) {176) (619)
56,359 56,273 56,359 56,273

Inventaries recogmised as expense during the year ended 31 December 2020 amounted to 20.8 million [2019: K21.3 milhon}

The movement in provision for obsalescence for the year ended 31 December was 35 follows:

Consolidated Company
2020 2019 2020 2018
K'000 K'000 K'000 K'000
Opeming balance 519 227 619 227
Provision / {reversal of) dunng the vear 1423) 392 {443) 392
176 619 176 6819
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13. AIRCRAFT, PROPERTY PLANT AND EQUIPMENT, ASSETS HELD FOR SALE
Consolidated and Leasehold Plant & Capital Work-in-

Aircraft Engines Rotables Lands & Buildings - . Total
Parent Properties Equipment Progress
K'000 K'000 K'000 K'000 K'000 K'000 K'000 K'000

Year Ended 31 December 2020
Cost or valuatian 80,291 38,220 81,475 198,862 35,274 133,938 1,188 889,250
Accumulated depreciation {32,882} (68,251) {84,763) {53,118) {113.435) - {352,454}
Net Book Amount 80,291 5,338 13,225 414,094 2,156 20,504 1,188 536,796
Opening net book value 107,397 7.281 8,003 427419 4278 27,696 722 582,796
Additions 5,636 7,789 1,046 417 2,163 L 17,101
Disposals {3,031} . (45} {3,076)
Transfers
Revaluation charged to eguity {10,460} (10,460)
Revaluation charged to P&L {10,638) . (10,538
Depreciation {11,654) {1,943) {1,567} {11,354) {2,538) {9,355} (39.452)
Impairment
Other - - 14 - 45 466 525
Closing Net Bock Value 80,291 5,338 13,225 414,094 2,156 20,504 1,188 536,796
Year Ended 31 December 2019
Cost or valuation 107,397 38,220 73,687 500,847 54,857 131,776 722 307,506
Accumulated depreciation {30,939} (65,684) (73,428) {50,579} (104,080) - {324,710)
Net Book Value 107,397 7,281 8,003 427,419 4,278 27,696 722 582,796
Opening net book value 99,286 4,632 6,129 443,531 5,249 36,421 22,527 617,775
Additons 15,153 4,250 4375 3,950 1.678 3,827 595 33938
Disposals . {9,400} {3,400)
Transfers . . {22,500) {22,500)
Revaluation charged to eguity 11,484 - 11,484
Revaluation charged to P&L (3,732) - . (3,732)
Depreciation {11,014) {1,601) (1,949) (11,250} (2.649) (12.552) . {41,025)
Imoairment
Cther (3.790) . {552} 598 . (3,744)
Closing Net Book Value 107,397 7,281 8,003 427,419 4,278 27,696 722 582,796

All classes of assets are valued at fair value except for plant and equipment

{a) Capital work-in-progress ("CWIP°}
Capital work-in-prograss ("CMIP") is stated at cost and not depreciated Additons on WIP are added to CW!P and then transferred into thair respective assets
categories when ready for their intended use. Cepreciation commences when the assets are ready for use.

(b} Disposal
In 2020, various residential and commercial builldings weare disposed of with total cost of K3 million. The loss on disposal of these properties amounted to
K3 5 milion taken up under Overhead costs 'n Note 5(b) Dispesals also consists of old/obsalete items that have been written off dunng the year.

(c) Valuation of fixed assets

In accordance with PNG Government Dacision 107/96 1n relation (o the transfer of assets from the Nanianal Airline Commission to Air Niwgini Limited, arreraft
are revalued every year whilst the aircraft rotables. land and buitdings are ravalued every three years by independent external valuers

{1} Voluation of Aircroft Fieet

Aircraft are valuad on an annual basis in ine with the Group's accounting policy on all aircraft ownad. The marker values of aircraft can fluctuate significantly
from year to vear, particularly as they are US dollar determmed assets. The valuations are carried out considering the relevant market conditions, which
include observable market prices and tha current condition of the arcraft as mamtamed by the Group

Fair volue herarchy
The classifications of fair value hierarchy has been discussed in Note 3 The fair value tierarchy of classification of aircrait are detailed as follows:
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13. AIRCRAFT, PROPERTY PLANT AND EQUIPMENT, ASSETS HELD FOR SALE (CONTINUED)
» The farr value measurement for aircraft has been categorised at Level 2 farr value as the inputs to the valuation technigues used referencze recent market
activity and known transaction data involving similar aircraft type Sensitiaty analysis with respect to the impact of the various varrable inputs 1s beng outlined

in 13{d)

= During the year the Group carnad out a revaluation of all aircraft owned through an independent vatuer as part of the Group's accounting policy 1 e annual
revaluations. The resuiting valuations are snown below:

. Valuation Baok Value Movement Valuation
Aircraft
31-Dec-20 31-Dec-20 31-Dec-19

Owned/leased DOM/ REGO NO P2-S/N usD PGk ilcls L — —
5’000 K'000/ K'000 K'000 $'000 K'000

F100 - Owned 1950/ANE-1126411254 70 239 4,357 {4118) 1,457 4841
F1C0 - Owned 1991/ANF-11351 2,277 7,786 8,629 {§43) 2,886 9,588
F100 - Gwned 1993/ANQ-11451 2376 8,122 6,915 1,207 2,313 7684
F100 - Owned 1991/ANH-11301 1,550 5,300 4,723 577 1,580 5,248
F100 - Owneii 1995/ANJ-11472 2,756 9,423 10,796 {1,373} 3611 11,996
9,029 30.870 35,420 {4,550) 11,847 39,357

Dash 8-Cwned 1997/ANK-461 2,990 10,223 14,510 (4,287) 4,721 13,637
F70Q - Cwred P2-ANR-330857 1,224 4,184 6,065 {1,881} 2,028 6,739
F70 - Owned P2-ANS-332257 1,981 6,774 5781 593 1,934 6.424
F70 - Owned P2-ANT-331541 3479 11,854 11,326 568 3,788 12,584
F70 - Owned P2-ANU-332242 2,428 8,302 7.487 835 2,459 8,169
F70 - Owned P2-ANV-332282 2,283 7,804 17,426 (9,622) 5,032 16,718
£70 - Owned P2-ANY 70 238 3.393 {3,154} 1,135 3.771
11,465 35,197 51,458 {12.261) 16,376 54,405

TOTAL 23,484 80,290 101,388 {21,098) 32,944 107,399

in December 2020, the book values of aircraft were adjusted in line with valuations obtained from independent externai valuers. Any reductian in value 1s first
adjusted against any balance remaining from previous upward revaluations and any residual balance s charged to the statement of comprehensive income
Increase tin values are charged to the revaluation reserves in sharehalders equity, except to the extent that they reverse decrements previously charged to
oroftt and loss

The revaluation report on the arcraft showed a decrease in the value af F100's by K4.6 millicn {2019: increase of 3.4 millian), decraase in the value of Dash 8
by K4 3 million {2019: increase of K768 thausand) and a decrease in the value of F70 by K12 3 milion (2019: increase of K3 6 millian} A gan of K10 5 miion
was recardeo in the orofit and loss account and K10 4 million was added to aquity as 3 gain on revaluation of arcraft {2019: gan of t 11.5 mullion)

{n) Valuation of Engines

The engines on the wings of aircraft form part of the aircraft and therefore revaluauans of arcraft are inclusive of these engines and rot shown separately
Those engines separatad from the arcraft and repaired or recondittoned or those that are purchasad ready for instalbng. when revaiued are histed separately
and shown together with tha ather rctable parts

There were no valuations of engines in 2020

{m) Valuation of Rotabies

No valuation exercise of rotables was conducted in 2020. In 2018, the Airline engaged an Independent Valuer to undertake the valuation of Dash 8 and F100
engines. The maragement deemad that the valuation increment arising from the last valuation in 2018 was excessive and therefare decided 1o adopt the
current values

(v} Vzluation af tand and Buildings
in hne with the Group's accounting policy, the valuation cf land and buildings are carriad out every 3 years The latest valuation of land and buildings was
made in 2018 year The next valuation is expected to be carned cut in 2021

(v} Far value hierarchy for notes 13 {u), {m) and (v}
The classifications of fair value hierarchy has been discussed in Nate 3 The farr value hierarchy of classification of engines. rotatbles and land and buiddings 1s
detailed as follows:

»The fair value measurement for engines, rotables and land and buildings has bean categorised at Levai 2 fair value as the inputs to tne valuation technigues
used made rafarence 1o recent market sales transactions of comparabla properties
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13. AIRCRAFT, PROPERTY PLANT AND EQUIPMENT, ASSETS HELD FOR SALE (CONTINUED)

{d) Sensitivity analysis
The table below shaws the effect on profit befare tax as a rasult of 10% increase in the feraign currency and sales prices and / or replacement costs
Effect on profit or loss :

2020 2018

K'000 K'000
1C% increase in fareign exchange rates - aircraft {7,299) {3,763)
10% decrease in foreign exchange rates - arrcraft 8,321 11333
10% increase in sales prices and / or replacement costs - aircraft 8,029 1C,740
10% mciease in sales prices and / or replacement costs « (and and bulddings 41,409 42,742

A decrease in sales prica and or replacement costs of the above unobservable inouss would hava the opposite but simiar effect to equity / profit or loss

(e} Assets Held for Sale
There were no arrcraft being heid for sale in 2020 (2019 Nif)

14. RIGHT-OF-USE ASSETS 2020 2019
Consolidated and Parent Aircraft Residential ar.1d Total Aircraft Residential ar-1d Total
Commercial Commercial

K'000 K'000 K'000 K'000 K'000 K'000
Balance 1 fanuary 357,784 28,512 386,696 . .
Additions - 484,435 40,290 524,725
Other adjustmenis {117,349) 12,747 {104,802) 15,615 . 15616
Accumulated depreciation {36.147) (20.143) {56.290) {142 267) {11,378} {153,545}
Balance 31 December 204,288 21,516 225,804 357,784 28,912 386,656

Other adjustments relate to changes in the cpering balanca of right-of-use of assets due to valuatuans made in year 2020

As the Group applies the revaluation model to aircraft and properties, the Group has aiso applied the same to all right-of-use assets. In hne with the requirements
of the Standard, the Group organised a revaluatian of all the leased aircraft as at 31st December 2020. The Group's policy on Land and Buitdings 1s £o revalue every
three years and accordingly the next revaluation will be at the end of 2021 Thus, no revaluation was performed on leased properties during the current year

Alreraft Revalued Accumulated Net Revalued Revaluation
Amount Depreciation Amount Book Value increment
Owned/leased DOM/ REGO NO P2-S/N PGk Pol PGK Gl PGl
K'000 K000 K’'000 K’'000 K000
Dash 8 - Leasad P2ANN - DASH 8 3C0 9838 S.838 11,282 {1,444)
Dash 8 - Leased PZANM - DASH 8 300 10.342 10,342 12,132 (1,750
Dash 8 - Leased P2AND - DASH 8 300 11.315 11,315 14,035 {2,724)
31,495 - 31,495 37.453 {5.958)
F100 - Leased P2ANC - F100 3,063 - 3,063 3,286 {223)
F10C - Leased P2AND - F100 577 577 219 -
3,640 . 3.640 3,505 (223)
F70 - Leased P2PXL - DB 3C0 10,234 . 10,234 11,534 {1.300)
F70 - Leased P2PX%i - D8 300 . {1,205) 1,405
F70 - Leased P2ANP - D8 300 11892 11,892 14 352 {2.469)
F70 - Leased P2ANL - D8 300 11,458 11,459 11,422 37
F70 - Leased P2PXD - B737 36,147 36,147 .
F70 - Leased P2PXC - B737 37,802 . 37,802 15,853 21,949
£70 - Leased P2PXY - B767 36613 36,613 78.572
F70 - Leased PIPXW - B767 21,045 - 21,045 27946 .
MSN4184 21,153 21,153 12,704 3,448
MSN4196 18,355 1B,955 10,228 8.027
205,300 36.147 169,153 181,915 36,098
TOTAL 240,435 36.147 204,288 222,872 29,917

in December 2020, the book values of leasad aircraft ware adjusted 10 line with valuatiens cbtamed {rom independent external valuers  The increase:n values
as 2 result of the revaluation are chargad to right-oi-use assets revaluation reserves in shareholders equity. except to the extent that they reverse decrements
creviously charged to arofit and ioss The night-of-use asset revaiuation reserves taken up as at 31 December 2020 amount to K124 million {2019: 84.1
million)
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1s.

186.

17.

18.

LEASES

Consolidated and Parent

Balance 1 January

Addttions

Accretion of interest for the year
Less: payments made durning the year
Balance 31 December

Comprised of

Current
Non —current

Amaunts recognised in profit or lass

Depraciation an rght-of-use assets
Interest on lease habilties

Short term lease payments included in Othar Operating Costs (Item 6a)

INTANGIBLE ASSETS

Balance 1 January

Expenditure incurred during the year
Amortisatian durng the year
Balance 31 December

2020 2019
Aircraft Residential ar.\d Total Aireraft Residential Bl?ld Total
Commercial Commercial
K'000 K'000 K'000 X'000 K'000 K'000
263,753 29,510 293,263 . - .
26,803 1,369 28,172 407,550 40,290 447,840
15934 2,086 22,620 28,724 2,704 31428
{105473}) {10,023) {115,496} {172,521) (13,484} (186,005)
205,017 22,942 227,959 263,753 29,510 293,263
130412 7,070 137,482 85,539 7,680 93,218
74,505 15.872 90,477 178214 21830 200.044
205,017 22,942 227,959 263,753 29,510 293,263
Consolidated Company
2020 2019 2020 2019
K'000 K'000 K'000 K'C0C
170,478 153,645 170,478 153,545
22,020 31,428 22,020 31428
517 3,625 517 3,625
163,015 188,698 193,015 188,698
Consolidated Company
2020 2019 2020 2019
K'000 K'000 K'000 K'000
2,000 30212 2,000 3,022
{1.022} (1,022) (1.022) {1.022)
978 2,000 978 2,000

Intangible assets pertains to new audit software called LARS, and other system upgrades that are to be amarused over 3 years in line with the Group's accounting
pohcy included in these are also software related costs relating to implementation of a route profitability system n 2014

QTHER LONG TERM ASSETS

The following cash deposits were paid and held as security by varous parties in r2lation to cammercial agreements entered between Air Niugini and those parties

Secunty on F100 rotables management program

Security on aircraft lease programs
Deposits for acquisition of Boeing
Other deposits

Consolidated Company
2020 2019 2020 2019
K'000 K'000 K'000 K'000
2583 3,810 2,583 3,810
11479 11154 11,479 11154
25701 3637 25,701 35,371
2,828 3,259 2,828 3,255
42,591 54,594 42,591 54,594

The Group has given security deposits to various suppliers against supolies already made or to be made These funds are nct immedately available to Air Niugin
for its daly operation Terms of the security depesits held are more than 12 months

TRADE CREDITORS AND ACCRUALS

Trade creditors

Accruals and other charges

Interline and nan - mterhne taxes
Credit customer habihties

Payroll related labilines

Trade craditor - ralated party
Provision for GST on unexpired tickets
Other current liaoifiuies

Consolidated Company
2020 2019 2020 2019
K'000 K'000 K'000 K'000
307,757 158,437 307,880 198,316
110928 106,548 110,322 106,607
19 285 32655 19,285 32,655
43,208 34,852 45,208 34,862
3571 10,962 8,571 10,962
89,835 51554 {18,219} {6,279)
3,180 1175 3180 3,131
315 11 316 11
590,082 436,204 482,143 380,265




AIR NIUGINI LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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19. DIVIDEND PAYABLE Consolidated Company
2020 2019 2020 2018
K'000 K'000 K’'000 K'000
Dindend payable 5,000 5,000 5,000 5,000

20. REVENUE RECEIVED IN ADVANCE

The Group recognises revenue as and when service is provided to customers The major component of the balance as at 315t December 2020 of K96.3 miltion
(2019: 1137 mulion) represents ticket fares paid to the Group by intending travellers who have yet to travel or utihze the airlines services, The Grouo will
recognise revenue when services are eventually rendered

Consolidated Company

2020 2019 2020 2019

K'000 K'000 K'000 K'000
Forward sales 53,833 84998 £3,833 84,992
Fuel surcharge 82 41 92 41
Other 332,332 38,751 32,332 28,751
96,257 113,790 96,257 113,790

21 EMPLOYEE BENEFITS Consoalidated Company

2020 2019 2020 2019

K’ 000 K'000 K'000 K'000

Annual teave 10.129 10.487 10,129 10,487
Superannuation on accrued annual leave 833 B63 833 863
Long service leave 22,819 22,878 22,819 22878
Leave travel credits 4,305 3.759 4,305 3,758
38,086 37,587 38,085 17,987

2020 2019 2020 2019

Represented by: K'000 K'000 K'000 K'000
Current habilities 15,267 15,109 15,267 15,109
Non-current iabihties 22,819 22,878 22,8139 22,878
38,086 37,987 38,086 37,987

MOVEMENT IN LONG SERVICE LEAVE 2020 2019 2020 2019

K000 K'000 K'000 K'000

QOpening balance 22,878 18,773 22,878 18,773
Accrued for the year 6,079 7.868 5.079 7868
tong service leave paic {6,138) {3.763) {6.138) {3.763)
22,819 22,878 22,819 22,878

22. LOANS FROM BsP

The Group obtained the following loans from BSP to refurbish existing aircraft, finance new aireraft and buiid the residential complex. Thesa loans are secured by
registered fixed and floating charges over vanous registered mortgages on easehold and subleased properties and aircraft:

Consolidated Company
2020 2019 2020 2019
K'000 K'000 K'000 K'000
Current haiihties 27,287 28 163 27,287 28.183
Neon-current habiitties 98,984 102,823 58,934 102 823
126,281 130,986 126,281 130,986

Tha BSP loans consist of the following:

(a) Aircraft refurbishment loan
In 2013, the Group obtained loans from Bank South Pacific Limited to facilitate refurbishment of the 2 8757 aircraft in the current fleet of aircraft and dash 8
engines The term of the loans are repayable monthly for five and ten years or unul the Sth September 2018 and 6th September 2023, respectively. Monthly
repayments on loans amounted to K121,942 and K189,088 respectively These loans are secured by a registerec fixed and floating charge over varous
leasehold and subleased properties and arrcraft

Consclidated Company
2020 2019 2020 2019
K'000 K'000 K‘oc00 K'000
Current iablitizs 5,828 7,266 5,828 7.266
Non-current abilities - * .
6,828 7,266 6.828 7,266

—

m\.
o O




AIR NIUGINI LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

22. LOANS FROM BSP (CONTINUED)

Terms and repayment schedule 2020 2019
K'000 K'000
Variable Carryi Contractual Contractual
i Year of maturity . SRNESEE Carrying amounts ontractus
Interest rate amounts amounts amounts
Secured bank loan 725% 2019
Secured bank loan 7 25% 2023 6,828 6,328 7.266 7,266
6,828 6,828 7,266 7,266

(b} Aircraft financing
In 2017, the Group abtained a loan from Bank South Pacific Limited as part of reimbursing the Graup's cost of acquinng £70 aircraft in prior years The loan
obtamned in 2017 was effectively a raimbursement of the cost imtially incurred by the Group in purchasing the aircraft. which should have been funded
through the loan had the finanaing arrangements been sorted out earlier as part of the imital aircraft acquisition arrangement The term of the loan 1s
repayable over five years untii March 2022 with 3 monthly repayment of K438,250. The loan 1s secured by registered fixed and floating charge over leasehold
and subleased properties and arcraft

Consolidated Company
2020 2019 2020 2019
K'000 K'000 K'000 K'000
Current liabiiities 4,821 5,259 4,821 5,259
Non-current iabilities 4,928 5,618 4,329 5,618
9,750 10,877 9,750 10,877

(c] Loan for Residential Complex

In July 2014, the Group sntered into a long-term loan facility with the Bank of the South Pacific for an inttral ameunt of KBO million to finance the bullding of a
residential complex. No additional loan was drawn for the years 2020 and 2019 As at 31 December 2020, the cutstanding balance was K109 7 million {2019:
K112 8 million) The term of the loan was interest only for two years during the construction phase commencing one month frem the date of draw down,
then K3.9 milion per guarter covering principal and interest thereafter, The interest rate 1s equivalent to the Bank's Indicatar Lending Rate {ILR] less a margin
of 3.95% per annum plus 5% The interest rate as at 31 December 2020 was 11 2%, This loans 1s secured by a registered fixad and floating charge over

{easehold and subleased properties and aircrait

Consolidated Company
2020 2019 2020 2019
K'000 K'000 K'000 K000
Currant habdizres 15,638 15,638 15,638 15,638
Non-currant habilities 94,065 97 205 94,065 97,205
109,703 112,843 109,703 112,843

23, PROVISION FOR END OF LEASE

A prowvision for end of lease with respect to operating lease agreements requires the raturn of the aircraft with adherenca to certain maintenance condions This
provision is based on the present value of the expected future cost of meebing the maintenance return condiion, having regard to the current fleet plan and long
term maintenance schedules, The provision for end of lease was K20.5 million at 31 Cecember 2020 (2019: £17.3 million}

24. RETAINED EARNINGS Consolidated Company
2020 2019 2020 2019
€000 K'000 X'000 K000
Balance 1 lanuary {277,578) (203,763} (205,621} {168,734}
Add: Profit/{loss) durning the year {303,023} [73.813) [249,578) 136.887)
Balance 31 December (580,599) (277,576) (455,198} (205,621)

25. SHARE CAPITAL

Consolidated Company
2020 2019 2020 2019
Ordinary shares issued and fully patd 100 100 100 100

Under the Papua New Guinea Companies Act 1997 (as amended) shares have no par value. Afl shares are fuliy paid.

In accordance with the provisions of tne Companies Act 1997 (as amendad) the Board of the Group may issue shares as they see fit, accordingly there is no hmit on
the numbers of shares that may tie ssued The holders of ordinary shares arz enttled te recaive dividends as declared from time to time and are antitled to ane
vote per share at the meatings of the Group
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25. SHARE CAPITAL (CONTINUED]

Consolidated Company
2020 2019 2020 2019
K'000 K'000 K'000 K'ooo
Imtial capital injection fram Government 128,910 128,910 128,910 128,910
26. RESERVES
No valuation exercise of rotables was conducted in 2020.
Revaluation Reserves Consolidated Company
2020 2019 2020 2019
K'000 K'000 K'000 K'000
Property, plant and equipment revaluation reserve 247,745 247,745 247,745 247,745
Aircraft revaluation reserve 24,448 36,927 24,448 36,927
Rotables revaluation reserve 2,879 2,879 2,879 2,879
Rignt-of-use assets revaluation reserve 124,037 94,120 124,037 94,120
399,108 381,671 399,109 381,671
Movements:
Property, plont and equipment revaluation reserve
Balance | January 247,745 247,745 247,745 247,745
Revaluation . . ‘ .
Deferred tas . - . -
Balance 31 December 247,745 247,745 247,745 247,745
Arrcraft revaluation reserve
Balance 1 January 36,927 26,562 36,927 26.562
Revaluation {10,461) 11,484 (10,461) 11,484
Deferred tax (2,018) (1,119) (2,018) {1,119}
Balance 31 December 24,448 36,927 24,448 36,927
Rotables revaluotion reserve
Balance 1 january 2,879 2,879 2,879 2,879
Revaluatian .
Balance 31 December 2,879 2,879 2,879 2,879
Right-of-use assets revalugtion reserve
Balance 1 January 94,120 * 94,120 -
Revaluation 29,917 94,120 29517 94,120
Balance 31 December 124,037 94,120 124,037 94,120
27. OTHER COMPREHENSIVE INCOME TAX EFFECT
Consolidated and Parent 2020 2019
K'000 K'000
Before Tax Tax Net of Tax Before Tax Tax Net of Tax
Gains on aircraft (10,461} {2,018) {12,479) 11,484 {1,119) 10,365
Gans on land and bulldings . - -
Gains on nght-of-use assets 29317 29.517 94,130 . 9120
19,456 {2,018) 17,438 105,604 (1,118) 104,485

28. RELATED PARTY TRANSACTIONS

a) Parent entity
The Arline 1s a wholly owned State Qwned Enterprise ("SOE“) through the Kumul Consohidated Holdings Limited ("KCH"). Related parties include the
Government of Papua New Guinea and other State Owned Enterprises All related party transactions are conducted on normal commeraial arms-length terms
and conditions of trade.

Related parues also include Directors, executive management, their assooates and enuties controlled by them and their farmihas.
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28. RELATED PARTY TRANSACTIONS {CONTINUED)

{b) Transactions between inter-graup

(c)

(d}

(e}

Air Niugini Cargo Limited
Link PNG Limiteg

Air Miugini Properties Limited
Kumul Consohidated Holdings Limitad

Transactions between Related Parties

Cansclidated Company
2020 2019 2020 2019
K'000 K'000 K'000 K'000
3,757 3,757
44 835 33,643 65,582 33643
6,156 51,753 77,668 51,682
45,000 45,600
95,992 89,153 188,250 89,082

Transactions hetween the Group were undertaken an an arms-length commercial basis The Directors have disclosad thair interasts «n the Directors’ report,

Salas ta related parties

Superannuation contnbutions
Purchases from related parties

Year end balances arising from sales/purchase of goods/services

Recelvable from related parties

Payables to related parties

Consolidated Company
2020 2019 2020 2019
K'000 K'000 K'000 K'000
2,311 2,275 2,311 2,275
7,054 5,887 7,054 5,887
20,170 31,328 20,170 31,328
Consolidated Company
2020 2019 2020 2019
K'000 K'000 K'000 K'000
6,156 3,686 81425 55,439
89,836 51,554 89,836 51,554

The recaivables from related parties arnise mainly from sale transactions and are concducted on normal business terms and conditicns. Receivables are
unsecured in nature and bear no interest There are no provisions held against recewvables from related parties

The payables to related parties arise mainly from purchase transactions and are conducted on narmal business terms and conditions. The payables bear no

Interest.

Key Management Persannel compensation
The components of the compensatien of the Group's key management personnel are as follows

Key Management

Salaries and short-term benefits

Reftirement benefits
Directors

Salaries and short-term benefits

29. COMMITMENTS

{A} FINANCE LEASE COMMITMENTS
There were no finance jease commitments in 2020

{8) CAPITAL COMMITMENTS

30. FINANCIAL RISK MANAGEMENT

The capital expenditure previcusly planned has been revised with no intention planned for &g capital expenditure

(A} Financial Instruments
A financial instrument 15 any contract that gives rise to poth a financial asset of one 2nuty and a financial hability or equity of another entity. The Group's

acuwitres exposed it to a vanety of financ:al and operational risks: markat nisks (currency nsk). credit risk and hguidity nisk. These risks are an inherent part of
the operatians of an international arlime. Tha Group manages these risk exposures using various finanaial instruments and a set of pohc:es appraved by the

Board

Consolidated Company
2020 2019 2020 2019
K'000 K'000 K'000 K'000
8,514 9005 8514 9,005
2,009 1,548 2,009 1,548
1,192 2,235 1,132 2,235

The Group uses different methods to assess and manage different types of risk to which it s exposed  These methods include sensitivity analysis in the case of
mterest rates, foreizn exchange and other price sk, and ageing analysis and sensitivity analysis for liquidity nisk and credit risk
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30. FINANCIAL RISK MANAGEMENT [CONTINUED}

The Group nolds the following financial instruments Consalidated Campany
2020 2019 2020 2019
K'000 K'000 K'000 K'000
Financial assets
Cash and cash equivalents 40,938 286,980 42 056 29,802
Trade debtors and other debtars 58.361 90,129 133,536 141,883
QOther long term assets 42,591 54,594 42,531 54,584
141,890 171,683 218.183 226,279

Financial liabilities

Trade creditors and accruals 590,082 436,204 482 143 380,265
Residential aparsment loan 109.703 112,843 109,703 112,843
Arrcrait refurbisnment loan 6,828 7,266 6,828 7,266
Arrcraft financing 9,750 10,877 9,750 10877
Lease hability 227959 293,263 227959 293263

944,322 860,453 836,383 804,514

{B) Financial Risk Factors

The Group's actiities are e<posed to a number of financial risks; market, credit and hguidity risks. The Group has a Treasury Division within the finance team

that manages the financiat risks. The Group operates internationally, and :s exposad to foreign exchange nsk ansing from various currency fluctuations,
primarily with Australian and US dollars Foreign exchange nsk arises fram future commercial transactions, recognised assets and habihties and foreign
operatons

As the Group has significant interast bearing assets, the Group’s income and operating cash flows are affected by the market interast rates. The Group's
nterest rate risk also arises from borrowtngs

Credit risk anses from cash and cash equivalents, and depasits with banks and financial institutions as well as credit exposures to customners, including
outstanding receivables and commutted transactions. If customers are independently rated, these ratings are used. Otherwise If there 1s no independent
rating, nisk cantrol assesses the credit quality of the customer taking into accaunt its finaneial position, past experience and other factors. individual risk irmits
are based on internal or extarnal ratings in accordance with imits set by the Board Maragement monitars the utiisation of credit imits regularly

Prudent liguidity risk management 1mphes maintaining sufficient cash, the availabilicy of funding through an acequate amount of committed credit facilivies
and the ability to close out market positions. Due ta the dynamic nature of the underlying businesses, Treasury aims to maintain flexibility 1n funding by
keeping comrmutted credit ines available

(a) Fareign Exchange
Foreign exchange risk 5 the risk that the fair value of future cash flows of a financial instrument will fluctuate because of changes in foreign exchange rates
The source and nature of the nisk anses from operations caowtal expenditures and transaction nisks

The Group undertakes a significant amount of transactions denominated in foreign currencies from time to bme and resulting from these activities, exposures
in fareign currency arise. The Group does not actively hedge its foreign currency nisks. Where the Group does take steps to manage these risks, these are
restricred to forward and spot foraign exchange contracts. There are no forward contracis outstanding at year-end. Managemant reviews the risks as they
arise

The Group's exposure to fareign currency risk at the end of the reporting penod, expressed in kina was as follows:

Consolidated Company
2020 2019 2020 2019
In US Dollars K'000 K'000 K'000 K'000
Cash and cash equivalents 262 478 262 478
Trade debtors 875 1,151 875 1,151
Other receivables 1451 2,093 1,451 2,093
Deposits 3870 3862 2,970 3,862
Cther long term assets 17,287 17,287
Trade creditors and accruals - {15,542) . {15,542}
6,558 9,329 6.558 9,329
In AU Dollars
Cash and cash eguivalents 1,763 1,665 1,763 1,665
Trade debrtors 2,219 3412 2219 3412
Other raceivables 2,103 1,185 2,103 1.185
Deoosits 138 115 136 115
Trade creditors and accruals 3.519) 10.653) 18,513} [10.053)
{2.598) (3,676) (2,598) (3.678)

E)
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30. FINANCIAL RISK MANAGEMENT (CONTINUED)

Consolidated Company
2020 2019 2020 2019
K'000 K'000 K'000 K'000
In EURO
Cash and cash eguivalents 718 938 718 958
Trade debtors 1516 2718 1616 2,718
Other long term assets 1,054 1,000 1,054 1,000
Trade creditors and accruals 88) (96) (88} {56)
3,300 4,580 3,300 4,580
in Other currencey {NZD,SGD,HKD,SBD,FID,G8P,PHP iPY,CAD}
Cash and cash equivalents 3,591 6,305 3591 6305
Trade debtors 2159 24110 2,159 2411
Other receivables 353 49 358 49
Deposits 97 87 97 87
Trade creditors {4,518) (5,719} 14,518) 15.719)
1,687 3,133 1,687 3,133

Net foreign exchange gain recognised in 2020 amounted to K1 8 million {2019: X8 2 multion forergn exchange loss)
The table below shows the effect on profit before tax and equity as a result of 10% movements in foreign exchange rates

Profit before tax

2020 2019
K'000 K000
10 percent increase In Foreign exchange ratas {Xina depreciates) 895 1,337
10 percent decrease in Foreign eschange rates (Kina appreciates) {895) {1,337)

{b) Interest Rate Risk
Interest rate Risk s the risk that fair value or future cash flows of a financial instrument will fluctuate as a result of changes in market interest rates. The Group

has exposure to movemnents in interest rates ansing from its portfalio of interest rate sensitive assets and hatilines in a number af currencies, most notably in
PNG Kina and US dollar. These principally include term deposits and leases

The Graup has substantial sums of cash 1n interest bearing deposits denominatad in PNG Kina, US dollar and various other currencies with Banks in PNG as
well as overseas. The Group earns interest on thesa funds, which 1s included i the Group's consolidated financial statements as other income. These funds
are regulatad in terms of access and most af them are short-term in maturity The Grouo generally does not use interest rate swaps to Mitigate aganst
interest rate nsk ansing from interest rate fluctuations. All of these deposits are disclosed at fair value in the Airline’s consolidated financial statements

The following table summarnises the impact of a potential change :n interest rates to net profit and equity, For the purpaoses aof this disclosure. the sensitivity
analysis assumes a 5 percent increase and decrease in all relavant interest rates This analysis also assumes that all other vanables, including fore:gn exchange
rates, remain constant

Net Profit Equity

2020 2019 2020 2019

K'000 K'000 K'000 K'000
variable rate instruments 343 485 343 485
5 percent increase in interest rates 343 485 343 485
Varizble rate instruments (343) 485 (343) {485}
S percent decrease in interest rates (343) 485 {343) {485)

(c) Credit Risk

In the normal course of its business the Group 1s expoesed to credit risk from trade debtors and financial institutions. Credit nisk represents the loss that would
be recognised at the reporting date if counterparties failed to perform as contracted and from movemants in interest rates and foreign exchange rates. The
Group daes not anbapate non-performancea by counterparties The Group does not require any collateral or securnty to support financal instruments due to
the quainty of the finanoial institutions dealt with

There are no significant concentrations af credit nsk. The Group has a credit poiicy that 15 used to manage this exposure to credit nsk As part of this pohicy
muts on exposures have been set and are monitored on a regular basis. A sigmificant proportion of recevables s settled through the IATA ciearance
mechanism, which undertakes its own credit review of members
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30. FINANCIAL RISK MANAGEMENT (CONTINUED)

(C

The table below sets out the maxirnum expasure o credit 71sk as at 31 December: Consolidated Company
2020 2019 2020 2019
K'000 K’000 K'000 K000
Cash and cash equivalents 40,938 256,960 42,056 29,802
Trade debtors 58,361 50,129 133,536 141,883
Refundable deposits 42,591 54,394 42,591 54,554
Other deposits 4,204 4,065 4,204 4,063
146,094 175,748 222,387 230,344

Cancentratian of credit risk with respect ta receivables is imited due to the iarge number of clients and markets in which the Group does business, as well as
the dispersion acrass many geographical regtons. Management does not believe significant risk exsts i connection with the Group's cancentrations of credit
as of 31 Dacember 2020

{d) Liquidity Risk

Liguidity risk ;s the risk that an sntity will encounter difficulty in meeting obligations associated with financiai liabilities, The Group's objectve is to ensure that
it has the ability to generate sufficent cash either from internal or external saurces, in a timely mannar and cost-effective manner, to meet its commitments
as they fall due. The Group manages higuidity risk by mantaining sufficient cash holdings and conbnuously momitoring future obligations agamst the
avaitabiliy of funding through its fully drawn loans, bank overdrafts and other financing actrvities

Management monitors rolling forecasts of the Group’s hquidity reserve on the dasis of espected cash flows. Scenario analysis is continually undertaken to
ensure that the Group's resources can meat 1ts hquidity requirements

The table below analyses the Grouo's financial iabihties, which will be settled on a net basis within the relevant matunty groupmgs based an the remaining
period at the reporting to the contractual matunty date The habiliies payable within 1 year are expected to be settled using the existing cash balance carrned
forward, expected cash inflows from trade and other debtors, cash nflow expected to be generated from operations, asset sales and potential long term loan
funding support through the Airfing’s shareholder In addition the Group has in place an existing overdraft facility with its bank that will be utdised when
required. The habilities payable over 2020 and subsequent years are expected to he settled through cash inflows generated fram operating activities, ongoing
assets sales as part of the ongoing restructure exercise and access to shareholder support i the form of long term loan funding support where prevailing
circumstances warrant such support

Less than 1 Between 1 Between 2 and 5

Total Year and 2 Years Years Over S Years
K'000 K'000 K'000 K'000 K'000
At 31 December 2020
Trade and other payables 580.082 590,082 .
Arrcraft refurbishment loan 10,589 2,269 2,269 5,051
Residential apartment locan BB 622 15,638 31,276 39,715
Aircraft financing loan 6581 5,259 1,322
Leasa lilabiy 226,458 140,273 86,185 5 -
920,339 753,521 121,052 45,766 -
At 31 December 2019
Trade and other payables 435204 436,204 -
Aircraft refurbishment loan 12 858 2.269 2,269 5,807 1,513
Arrcraft financing foan 105,632 15,638 31,276 45913 11,805
Residential apartment loan 11,840 5,259 5,259 1,322
Lease liability 328,529 102470 140,273 86,186
895,463 561,840 179,077 141,228 13,318

{e) Operational Risks

Operational risk 1s the potential exposure to unexpected financial or nan-financial losses ansing from the way in which the Group conducts its business
Operauonal risk is managed through formal policies, documented procedures, business practices and compliance monitoring. An independent audit function
also conducts regular reviews to monitor comphance with policy and regulatory environment and the general standards of internal controls. The Group alse
undergoes regular operaticnal audits from various service contractors, regulazery authorities, and |ATA,

Fair Values

The estimated fair value of tha Group’s financial instrumants held or issued to finance the Group's operations is summarnised below. Certain estimates and
judgements were raguired to devalop the fair value amounts The fair value amounts shown below are not necessanly indicative of the amounts that the
Group would realise upon disposition ner do they indicate the Group s intent or ability to dispose af the financial instrument
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30. FINANCIAL RISK MANAGEMENT (CONTINUED)

Consclidated

2020 2019
Carrying Value Fair Value Carrying Value Fair Value
K'000 K'000 K'000 K'000
Financial Assets
Cash and cash equivalents 40,938 40938 26,960 26 960
Trade debtars and other debtors 58,361 58,361 90,129 30,129
Deposits 4,204 4,204 4,065 4.065
Other long term assets 42,591 42,591 54,594 54,594
146,094 146,094 175,748 175,748
Financial Liabilities
Trade creditors and accruals 590.082 590,082 436,204 435,204
Borrowings - restdential duplex 108,703 108,703 112,843 112,843
Aircraft refurbishment laan 5,828 6,828 7,268 7,266
Aireraft financing 9,750 9,750 10,877 10,877
Lease hability 227,959 227,959 293,263 293,263
944,322 944,322 860,453 860,453
Parent Company
2020 2019
Carrying Value Fair Value Carrying Value Fair Value
X'000 K'000 K'000 K'000
Financial Assets
Cash and cash equivalents 42,056 42,056 29,802 28,802
Trade debtors and other debtors 133,536 133,536 141,883 141,883
Deposits 4,204 4,204 4,065 4,065
Other long term assets 42,591 42,591 54,594 54,594
222,387 222,387 230,344 230,344
Financial Liabilitles
Trade creditors and accruals 482,143 482,143 380,265 380,265
Borrowings 109.703 109,703 . 112,843 112,843
Awrcraft refurbishment loan 6,328 6,828 7,266 7,266
Arrcraft financing 9,750 9,750 10,877 10,877
Lease hability 227,958 227,959 293,263 293,263
836,383 836,383 804,514 804,514
The above financial assets and liabiiit:es as at 31 December 2020 are categorised inta different levels of fair value hierarchy as follows:
Consolidated Parent
2020 2020
Level 1 Lavel 2 Level 3 Level 1 Level 2 Lel 3
Financial assets K'000 K'000 K'000 K'CO0 K'000 £'0C0
Cash and cash equivalents 40,938 42,056
Trade and other receivables 105,156 180,331
Financial liabilities
Trade and other payables 590,082 482,143
Bank loans - 126,281 126,281
Lease liabitity 227.859 227,95%
Consolidated Parent
2015 2019
Level 1 Leyel 2 Level 3 Level 1 Level 2 Level 3
Financial assets K'000 X'0C0 K000 X000 K'00C #'000
Cash and cash equivalents 26,960 - 29,802
Trade and other recewables 148,788 200,542
Financial liabilities
Trade and other payables 436,204 380,255
Bank loans 130,986 130.986
Leasa hability 293,263 293263
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30. FINANCIAL RISK MANAGEMENT {CONTINUED}
The following methads were used to estimate the fair values for each <lass of financtal instrument:

Debtors, creditors and bank balances
The carrying value of each af the above item 15 equivalent ta the fair value The farr values of financial assets in this categary are determined by reference to
active market transactions or using a valuation technique where no active market exists,

Term Liabilities
The fair value aof the Group’s term habilities 1s estimated based on current market rates available to the Group for debt of similar maturity

{0

Capital Risk Management
The Group's objective when managing capital s to safeguard the Group’s ability to continue as gaing concern in order to provide returns for shareholders and

beriefits for other stakeholders and to maintain an optimal capital structure o reduce the cost of caoital

In order to maintain or adjust the capital structure, the Group may adjust the amaunt of diwdends paid to shareholders, issue new shares or sell assets to
reduce debt

Censistent with others in the industry, the Group monitors capital on the basis of the gearing ratto. This ratio is caltulated as net debt divided by tatal capital
Net debt 1s calculated as total borrowings {includes current and non-current borrowings as shown in the statement of financial position less cash and cash
equivalents) Total capital s calculated as equity as shown in the statement of financial position plus net debt

Consolidated Company

2020 2019 2020 2019

K'000 K'000 X'000 K'000
Tatal borrowings 354,240 424,249 354,240 424,249
Less : Cash and cash equivalents 40,938 26,860 42,056 29,802
Net Debt 313,302 397.289 312184 394,447
Tortal Equity {52,580) 194.428 72,820 304,960
Total Capital 260,722 591,717 385,005 699,407
Gearing ratio 120.17% §7.14% 81.09% 56.40%

31. EMPLOYEES

The Group contributes ta the National Superannuation Fund of Papua Mew Guinea in respect of its national employees Employer contributions during the year
amountad to K7 6 millien {2019: X7 € million). In accordance with the Unian agreement with National Pilots, the Group 1s required to make certain payments upon
retiremeant of pilots. This agreement came into effect on August 2007 The full amount of the estimatad liabihity 15 provided in the accounts

The average number of staff employed by the Group during the year was 1,897 (2019 1,908)
32. CONTINGENT LIABILITIES

(A} LITIGATION
A Niugini contnues to face a number of claims that have been made against the Group and are subject to ongomng htigation . The general nature of these

clams includes claims of an industral relations nature for disputed employee entitlements and others relating to the ordmary caurse of business, The Group
has disputed the clams and continues ta defend all actions. Certain claims are for unspecified amounts and others are still subject to iegal arbitration The
Group's legal adwisors consider it 1s unlikely that any significant hamiity will arise 1 respect of these claims. Due to these inherent uncertainties, management
has not quantified these claims

(B) BANK GUARANTEES

Bank Guarantees/Standby Letters of Credit outstanding for the year 2020 amounted to K6.2 millian {2019: K6 2 million)
Unused facilities for the Bank Guarantees and Standby Letter of Credit autstanding for the vear 2020 amountad to K3 7 muflion (2019: K3 7 millian).
The facilities are secured by a fixad and floating charge over the whole of the assets, callec and uncalled capital, registered mortgages over various leasehold

and subleased properties, sale and purchase agreement over aircraft, letter of set-off agamst term depestts, sale and repurchase agreement, operating lease
agreement and master aircraft lease agreements
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33. SUBSEQUENT EVENTS
The COVID 19 pandemic in 2020 has had a significant impact on the Group's operavons. It caused a sigmificant reduction in the 'nternational sector schedule
impacting on the international passenger revenue side of the busmess. In the domestic sector, the lack down measures, implemented by the PNG government in

curbing the virus caused uncertainty resulting in reduced flying and/or a reduction in the number of passengers The Group tock measures to address the situation
by revievang and reducing the schedute, cutting down on staff numbers or putting staff on leave, implementing cantrols on discretianary spending, outsourcing

Subsequent to year ended 31 Decernber 2020 Kumul Consalidated has provided funding of K50 1n the form of loan assistance in 2021.
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