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Annual Report

In the opinion of the directors of Hawker Pacific NZ Limited (the Company), the financial statements and the
notes:

» Comply with New Zealand generally accepted accounting practice and give a true and fair view of the
financial position of the Company as at 31 December 2020 and the results of its operations for the
financial period ended on that date; and

» Have been prepared using the appropriate accounting policies, which have been consistently applied
and supported by reasonable judgements and estimates.

The directors believe that proper accounting records have been kept which enable, with reasonably accuracy,
the determination of the financial position of the Company and facilitate compliance of the financial statements
with the Financial Reporting Act 2013.

The directors consider that they have taken adequate steps to safeguard the assets of the Company, and to
prevent and detect fraud and other irregularities. Internal control procedures are also considered to be sufficient
to provide reasonable assurance as to the integrity and reliability of the financial statements.

The directors are pleased to present the financial statements of Hawker Pacific NZ Limited for the financial
period ended 31 December 2020.

The shareholder of the Company have exercised their right under section 211 (3) of the Companies Act 1993

and unanimously agreed that this Annual report need not comply with any of paragraphs (a), and (e) to (j) of
section 211 (1) of the Act.

For and on behalf of the Board who authorised the issue of the financial statements on 1 June 2021.

/”’/
. é:i"‘”m
Joe Reckling Willem Buesink
Director Director
1 June 2021 1 June 2021
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Statement of Financial Position
As at 31 December 2020

ASSETS Note 31 Dec 2020 31 Dec 2019
Current Assets

Cash and cash equivalents 8 2,033,532 2,952,321
Trade receivables 9 829,143 989,498
Other receivables 9 145,804 39,360
Finance lease receivable 16(c) 6,806,503 4,820,740
Related party receivables 15(b) 30,240 31,065
Inventories 10 468,965 640,153
Income tax receivable - 403,127
Total Current Assets 10,314,187 9,876,264
Non-current Assets

Property, plant and equipment 11 530,655 498,504
Right of use asset 16(a) 41,231 71,035
Finance lease receivable 16(c) 51,161,273 44,273,849
Deferred tax assets 7(c) 524,446 441,621
Total Non-current Assets 52,257,605 45,285,009
TOTAL ASSETS 62,571,792 55,161,273
LIABILITIES

Current Liabilities

Trade and other payables 12 908,679 734,427
Provisions 13 1,081,586 839,562
Lease payable 25,248 28,847
Finance lease liability 16(c) 6,806,503 4,820,740
Income tax payable 76,498 -
Related party payables 15(b) 513,508 2,573,640
Total Current Liabilities 9,412,022 8,997,216
Related party payables 15(b) 5,060,736 5,103,241
Lease payable 17,215 42,903
Finance lease liability 16(c) 51,161,273 44,273,849
Deferred tax liability 7(d) 5,371 -
Total Non-current Liabilities 56,244,595 49,419,993
TOTAL LIABILITIES 65,656,617 58,417,209
NET LIABILITIES (3,084,825) (3,255,936)
EQUITY

Equity attributable to equity holders

Contributed equity 14 10,000 10,000
Accumulated deficit (3,094,825) (3,265,936)
TOTAL EQUITY (3,084,825) (3,255,936)

The above Statement of Financial Position should be read in conjunction with the accompanying notes.
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Statement of Profit or Loss and Other Comprehensive

Income

For the year ended 31 December 2020

Revenue
Cost of sales
Gross profit

Finance income

Distribution expenses
Administrative and training expenses
Depreciation of right of use assets
Finance costs

Other expenses

Profit/(loss) before income tax

Income tax (expense)/benefit
Net profit/(loss) for the year attributable to shareholders

Other comprehensive income for the year
Total comprehensive income/(loss) for the year attributable to
shareholders

Note

3(a)

3(b)

7(a)

31 Dec 2020 31 Dec 2019
25,679,202 5,495,182
(22,689,041) (3,330,457)
2,990,161 2,164,725
3,369,028 2,979,132
(36,302) (25,616)
(2,591,387) (2,269,286)
(27,876) (28,623)
(3,431,746) (3,027,530)
(46,524) (93,033)
225,354 (300,231)
(54,243) 108,009
171,111 (192,222)
171,111 (192,222)

The above Statement of Profit or Loss and Other comprehensive income should be read in conjunction with the

accompanying notes.
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Statement of Changes in Equity

For the year ended 31 December 2020

Share Accumulated .

Capital Deficit Total Equity
Balance at 1 January 2019 10,000 (3,073,714) (3,063,714)
Net loss after taxation - (192,222) (192,222)
Other comprehensive income for the year - - -
Total comprehensive loss for the year - (192,222) (192,222)
Balance at 31 December 2019 10,000 (3,265,936) (3,255,936)
Net profit after taxation - 171,111 171,111
Other comprehensive income for the year - - -
Total comprehensive profit for the year - 171,111 171,111
Balance at 31 December 2020 10,000 (3,094,825) (3,084,825)

The above Statement of Changes in Equity should be read in conjunction with the accompanying notes.
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Statement of Cash Flows

For the year ended 31 December 2020

Note 31 Dec 2020 31 Dec 2019
Cash flows from Operating Activities
Receipts from customers inclusive of GST 6,529,083 8,116,611
Payment to suppliers and employees inclusive
of GST (6,816,925) (5,128,654)
Income tax refund/(paid) 347,838 (922,780)
Interest received 3,369,028 2,979,132
Interest paid (3,398,037) (2,973,480)
Net cash inflow from operating activities 30,987 2,070,829
Cash Flows used in investing activities
Purchase of property, plant and equipment 11 (157,270) (241,039)
Net cash used in investing activities (157,270) (241,039)
Cash Flow used in Financing Activities
Payments of borrowings - -
Advance repaid to related parties (792,506) (1,197,813)
Net cash flow used in financing activities (792,506) (1,197,813)
Net (decrease)/increase in cash and equivalents (918,789) 631,977
Cash and cash equivalents at the beginning
of the financial period 2,952,321 2,320,344
Cash and cash equivalents at the end of the financial
year/period 8 2,033,532 2,952,321

The above statement of cash flows should be read in conjunction with the accompanying notes.
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Notes to the Financial Statements
For the year ended 31 December 2020

1. Corporate Information

The financial statements of Hawker Pacific NZ Limited (the “Company”) for the financial period ended
31 December 2020 were authorised for issue in accordance with a resolution of the directors on 1 June 2021.

Hawker Pacific NZ Limited is a company incorporated in New Zealand under the Companies Act 1993. The
Company is domiciled in New Zealand. The financial statements of the Company have been prepared in
accordance with the Financial Reporting Act 2013.

The nature of the operations and principal activities of the Company are sale of fixed wing aircraft, engineering
and logistical fleet support.

The immediate holding company of Hawker Pacific NZ Limited is Hawker Pacific Air Services Limited, a

company incorporated in Hong Kong. The ultimate parent entity is Eagle Enterprises Inc. a subsidiary of
General Dynamics Corporation, a public company listed in the United States.

2. Summary of Significant Accounting Policies

a Basis of Preparation

The company is a reporting entity for the purpose of the Financial Reporting Act 2013 and its financial
statements comply with that Act. The financial statements comply with New Zealand equivalents to
International Financial Reporting Standards - Reduced Disclosure Regime ("NZ IFRS RDR") and other
applicable Financial Reporting Standards, as appropriate for Tier 2 for-profit entities.

The Company has elected to report in accordance with Tier 2 for-profit Accounting Standards on the
basis that it does not have public accountability and is not large for-profit public sector entity.

The financial statements have been prepared on the historical costs basis except when otherwise indicated.
b Changes in Accounting Policies

The accounting policies adopted are consistent with those of the previous year.
¢ Foreign Currency Translation

i Functional and Presentation Currency

Both the functional and presentation currency of Hawker Pacific NZ Limited are New Zealand dollars
($). Financial statements are presented in units of dollars unless stated otherwise.

il Transactions and Balances
Transactions in foreign currencies are initially recorded in the functional currency by applying the
exchange rates ruling at the date of the transaction. Monetary assets and liabilities denominated in
foreign currencies are retranslated at the rate of exchange ruling at the balance sheet date.

d Cash and Cash Equivalents

Cash and cash equivalents in the statement of financial position comprise cash at bank and in hand.
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Notes to the Financial Statements
For the year ended 31 December 2020

2. Summary of Significant Accounting Policies (continued)

e Financial Instruments

(i) Recognition and initial measurement

Trade receivables are initial recognised when they are originated. All other financial assets and financial
liabilities are initially recognised when the Company becomes a party to the contractual provisions of the

instrument.

All financial assets (unless it is a trade receivable without a significant financing component) or financial
liabilities are initially measured at fair value plus, for an item not at FVTPL, transaction costs that are
directly attributable to its acquisition or issue. A trade receivable without a significant financing component
is initially measured at the transaction price.

(ii) Classification and subseqguent measurement

Financial assets

On initial recognition, a financial asset is classified as measured at: amortised cost; FVOCI - debt
investment; FVOCI - equity investment; or FVTPL.

Financial assets are not reclassified subsequent to their initial recognition unless the Company changes its
business model for managing financial assets, in which case all affected financial assets are reclassified on
the first day of the first reporting period following the change in the business model.

A financial assets is measured at amortised cost if it meets both of the following conditions and is not
designated as at FVTPL:

« It is held within a business model whose objective is achieved to hold assets to collect contractual
cash flow.

« Its contractual terms give rise on specific dates to cash flows that are solely for payments of principal
and interest on the principal amount outstanding.

A debt investment is measured at FVOCI if it meets both of the following conditions and is not designate
as at FVTPL:

e Itis held within a business model whose objective is achieve by both collecting contractual cash
flows and selling financial assets; and

e Its contractual terms give rise on specified dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding.

All financial assets not classified as measured at amortised cost or FVOCI as described above are measured
at FVTPL. On initial recognition, the Company may irrevocably designate a financial asset that otherwise
meets the requirements to be measured cost or at FVOCI as at FVTPL if doing so eliminates or significantly
reduces an accounting mismatch that would otherwise arise.
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Notes to the Financial Statements
For the year ended 31 December 2020

2. Summary of Significant Accounting Policies (continued)

e Financial Instruments (continued)

Financial assets - Business model assessment:

The Company makes an assessment of the objective of the business model in which a financial asset is held
at a portfolio level because this best reflects the way the business is managed, and information is provided
to management. The information considered includes:

e The stated policies and objectives for the portfolio and the operation of those polices in practice. These
include whether management's strategy focuses on earning contractual interest income, maintaining a
particular interest rate profile, matching the duration of the financial assets to the duration of any
related liabilities or expected cash outflows or realising cash flows.

»  How the performance portfolio is evaluated and reported to the Company's management.

e The frequency, volume and timing of sales of financial assets in prior periods, the reasons for such
sales and expectations about future sales activity.

Transfer of financial assets to third parties in transactions that do not qualify for derecognition are not
considered sales for this purpose, consistent with the company’s continuing recognition of assets.

Financial assets that are held for trading or are managed and whose performance is evaluated on a fair value
basis are measured at FVTPL.

Financial assets - Assessment whether contractual cash flows are solely payments of principal and interest.

For the purposes of this assessment, 'principal’ is defined as the fair value of the financial asset on initial
recognition. 'Interest' is defined as consideration for the time value of money and for the credit risk associated
with the principal amount outstanding during a particular period of time and for other basic lending risks and
costs (e.g. liquidity risk and administrative costs), as well as a profit margin.

In assessing whether the contractual cash flows are solely payments of principal and interest, the Company
considers the contractual terms of the instrument. This includes assessing whether the financial asset contains
a contractual term that could change the timing or amount of contractual cash flow such that it would not
meet this condition. In making this assessment, the Company considers:

»  Contingent events that would change the amount or timing of cash flows;

e Terms that may adjust the contractual coupon rate, including variable-rate features;

e Prepayment and extension features; and

e Termsthat limit the Company's claim to cash flows from specified assets (e.g. non-recourse features).
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Notes to the Financial Statements
For the year ended 31 December 2020

2. Summary of Significant Accounting Policies (continued)

e Financial Instruments (continued)

(ii) Classification and subsequent measurement (continued)

Financial assets - Subsequent measurement and gains and losses:

Financial assets at FVTPL

These assets are subsequent measured at fair value. Net gains and losses, including any interest or dividend
income are recognised in profit or loss.

Financial assets at amortised cost

These assets are subsequently measured at amortised cost using the effective interest method. The amortised
cost is reduced by impairment losses. Interest income, foreign exchange gains and losses and impairment are
recognised in profit or loss. Any gain or loss on derecognition is recognised in profit or loss.

Debt investments at FVOCI

These assets are subsequently measured at fair value. Interest income calculated using the effective interest
method, foreign exchange gains and losses and impairment are recognised in profit or loss. Other net gains
and losses are recognised in OCI. On derecognition, gains and losses accumulated in OCI are reclassified to
profit or loss.

Equity investments at FVOCI

These assets are subsequently measured at fair value. Dividends are recognised as income in profit or loss
unless the dividend clearly represents a recovery of part of the cost of investment. Other net gains and losses
are recognised in OCI and are never reclassified to profit or loss.

As at 31 December 2020, the Company's financial assets, include finance lease receivables, trade and other
receivables, deposits, and cash and cash equivalents, are measured at amortised cost.

As at 31 December 2020, the Company's financial assets, including trade and other receivables and cash and
cash equivalents, were measured at amortised cost.

Financial liabilities - Classification, subsequent measurement and gains and losses policy

Financial liability are classified as measured at amortised cost or FVTPL. A financial liability is classified as
at FVTPL if it is classified as held-for-trading, it is a derivative or it is designated as such on initial
recognition. Financial liabilities at FVTPL are measured at fair value and net gains and losses, including any
interest expense, are recognised in profit or loss. Other financial liabilities are subsequently measured at
amortised cost using the effective interest method. Interest expense and foreign exchange gains and losses
are recognised in profit or loss. Any gain or loss on derecognition is also recognised in profit or loss.

(iii) De-recognition

Financial assets

The Company derecognises a financial asset when the contractual rights to the cash flows from the financial
asset expire, or it transfers the rights to receive the contractual cash flows in a transaction in which
substantially all of the risks and rewards of ownership of the financial asset are transferred or in which the
Company neither transfers nor retains substantially all of the risks and rewards of ownership and it does not
retain control of the financial asset.
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Notes to the Financial Statements
For the year ended 31 December 2020

2. Summary of Significant Accounting Policies (continued)

e Financial Instruments (continued)
(iii) De-recognition
The Company enters into transactions whereby it transfers assets recognised in its statement of financial
position, but retains either all or substantially all of the risks and rewards of the transferred assets. In these

cases, the transferred assets are not derecognised.

Financial liabilities

The Company derecognises a financial liability when its contractual obligations are discharged or cancelled,
or expire. The Company also derecognises a financial liability when its terms are modified and the cash flows
of the modified liability are substantially different, in which case a new financial liability based on the
modified terms is recognised at fair value.

On derecognition of a financial liability, the difference between the carrying amount extinguished and the

consideration paid (including any non-cash assets transferred or liabilities assumed) is recognised in profit or
loss.

(iv) Offsetting

Financial assets and financial liabilities are offset and the net amount presented in the statement of financial
position when, and only when, the Company currently has a legally enforceable right to set off the amounts
and it intends either to settle them on a net basis or to realise the asset and settle the liability simultaneously.

(v) Impairment of financial assets

Financial instruments and contract assets

The Company recognises loss allowances for ECLs on financial assets measured at amortised cost and
contract assets.

The Company measures loss allowances at an amount equal to lifetime ECLs, except for bank balances for
which credit risk (i.e. the risk of default occurring over the expected lift of the financial instrument) has not
increased significantly since initial recognition.

Loss allowances for trade receivables and contract assets are always measured at an amount equal to lifetime
ECLs.

To measure the ECLSs, trade receivables and contract assets have been grouped based on shared credit risk
characteristics and the days past due. The contract assets relate to unbilled work in progress and have
substantially the same risk characteristics as the trade receivables for the same types of contracts. The
Company has therefore concluded that the expected loss rates for trade receivables are a reasonable
approximation of the loss rates for the contract assets.

When determining whether the credit risk of a financial asset has increased significantly since initial
recognition and when estimating ECLs, the Company considers reasonable and supportable information that
is relevant and available without undue cost or effort. This includes both quantitative and qualitative
information and analysis, based on the Company's historical experience and informed credit assessment and
including forward-looking information.
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Notes to the Financial Statements
For the year ended 31 December 2020

2. Summary of Significant Accounting Policies (continued)

e Financial Instruments (continued)

(v) Impairment of financial assets (continued)

The Company considers a financial asset to be in default when:

. The borrower is unlikely to pay its credit obligations to the Company in full, without recourse by the
Company to actions such as realising security (if any is held); or

. The financial asset is more than 365 days old

Lifetime ECLs are the ECLs that result from all possible default events over the expected life of a financial
instrument.

12-month ECLs are the portion of ECLs that result from default events that are possible within the 12 months
after the reporting date (or a shorter period if the expected life of the instrument is less than 12 months).

The maximum period considered when estimating ECLs is the maximum contractual period over which the
Company is exposed to credit risk.

Measurement of ECLs:

ECLs are probability-weighted estimate of credit losses. Credit losses are measured as the present value of
all cash shortfalls (i.e. the difference between the cash flows due to the entity in accordance with the contract
and the cash flows that the Company expects to receive).

Credit impaired financial assets

At each reporting date, the Company assesses whether financial assets carried at amortised cost and debt
securities at FVOCI are credit-impaired. A financial asset is 'credit-impaired' when one or more events that
have detrimental impact on the estimated future cash flows of the financial asset have occurred.

Presentation of allowance for ECL in the statement of financial position

Loss allowances for financial assets measured at amortised cost are deducted from the gross carrying amount
of the asset.

Write off

The gross carrying amount of a financial asset is written off when the Company has no reasonable
expectations of recovering a financial asset in its entirety or a portion thereof.
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Notes to the Financial Statements
For the year ended 31 December 2020

2. Summary of Significant Accounting Policies (continued)

f

Inventories

Inventories including raw materials, work in progress and finished goods are valued at the lower of cost and
net realisable value.

Costs incurred in bringing each product to its present location and condition are accounted for as follows:

Raw materials — purchase cost on a weighted average basis. The cost of purchase comprises the purchase
price including, import duties and other taxes (other than those subsequently recoverable by the entity from
the taxing authorities) transport, handling and other costs directly attributable to the acquisition of raw
materials. Volume discounts and rebates are included in determining the cost of purchase.

Net realisable value is the estimated selling price in the ordinary course of business, less estimated costs of
completion and the estimated costs necessary to make the sale.

Loaners

Certain components are held in stock that are made available for rent to a customer to have installed as a
loan unit on their aircraft until repairs and overhaul of their own unit is completed by the Company. These
components are currently being included in Inventory.

Rotable Cores

The Company allows for the exchange of rotable cores with its customers providing the returned core is not
beyond economic repair. Should the cores be deemed beyond economic repair then the customer will be
invoiced for the outright market value of both the stock and its rotable core. The rotable cores are valued at
cost and are amortised over seven (7) years.

Property, Plant and Equipment

Property, plant and equipment is stated at historical cost less accumulated depreciation and any accumulated
impairment losses. Such cost includes the cost of replacing parts that are eligible for capitalisation when
the cost of replacing the parts is incurred. All other repairs and maintenance are recognised in profit or loss
as incurred.

If significant parts of an item of property, plant and equipment have different useful lives, they are accounted
for as a separate items (major components) of property, plant and equipment.

Depreciation on property, plant and equipment is calculated on a straight line basis using the rates permitted
for income tax purposes. Depreciation rates are as follows:

Building improvements and additions 2-20%
Office equipment 10 - 20%
Office furniture 10%
Plant and machinery 15 -20%
Technical library 15%
Motor vehicles 15%
Aircraft 6.25%

Derecognition

An item of property, plant and equipment is derecognised upon disposal or when no further future economic
benefits are expected from its use or disposal.
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Notes to the Financial Statements
For the year ended 31 December 2020

2. Summary of Significant Accounting Policies (continued)

i Property, Plant and Equipment (continued)

Derecognition (continued)

Any gain or loss arising on derecognition of the asset (calculated as the difference between the net disposal
proceeds and the carrying amount of the asset) is included in profit or loss in the year the asset is
derecognised.

j  Impairment on non-financial assets

At each reporting date, the Company assesses whether there is any indication that an asset may be
impaired. Where an indicator of impairment exists, the Company makes a formal estimate of recoverable
amount. Where the carrying amount of an asset exceeds its recoverable amount the asset is considered
impaired and is written down to its recoverable amount. An assessment is also made at each reporting date
as to whether there is any indication that previously recognised impairment losses may no longer exist, or
may have decreased.

Recoverable amount is the greater of fair value less costs to sell and value in use. It is determined for an
individual asset, unless the individual asset's value in use cannot be estimated and it does not generate cash
inflows that are largely independent of those from other assets or group of assets, in which case, the
recoverable amount is determined for the cash-generating unit to which the asset belongs.

In assessing the value in use, the estimated future cash flows are discounted to their present value using a
pre-tax discount rate that reflects current market assessments of time value of money and the risks specific
to the asset.

k Leases

The Company has applied NZ IFRS 16 using the modified retrospective approach and therefore the
comparative information has not been restated and continues to be reported under NZ 1AS 17. The details
of accounting policies under NZ IAS 17 are disclosed below.

Policy applicable from 1 January 2019

At inception of a contract, the Company assesses whether a contract is, or contains, a lease. A contract is,
or contains, a lease if the contract conveys the right to control the use of an identified asset for a period of
time in exchange for consideration. To assess whether a contract conveys the right to control the use of an
identified asset, the Company uses the definition of a lease in NZ IFRS 16. This policy is applied to
contracts entered into, on or after 1 January 2019.

i. As a lessee

At commencement or on modification of a contract that contains a lease component, the Company
allocates the consideration in the contract to each lease component on the basis of its relative stand-alone
prices. However, for the leases of property the Company has elected not to separate non-lease
components and account for the lease and non-lease components as a single lease component.

The Company recognises a right-of-use asset and a lease liability at the lease commencement date. The
right-of-use asset is initially measured at cost, which comprises the initial amount of the lease liability
adjusted for any lease payments made at or before the commencement date, plus any initial direct costs
incurred and an estimate of costs to dismantle and remove the underlying asset or to restore the
underlying asset or the site on which it is located, less any lease incentives received.
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Notes to the Financial Statements
For the year ended 31 December 2020

2. Summary of Significant Accounting Policies (continued)

k Leases (continued)

i. As a lessee (continued)

The right-of-use asset is subsequently depreciated using the straight-line method from the commencement
date to the end of the lease term, unless the lease transfers ownership of the underlying asset to the
Company by the end of the lease term or the cost of the right-of-use asset reflects that the Company will
exercise a purchase option. In that case the right-of-use asset will be depreciated over the useful life of the
underlying asset, which is determined on the same basis as those of property and equipment. In addition,
the right-of-use asset is periodically reduced by impairment losses, if any, and adjusted for certain
remeasurements of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be
readily determined, the Company’s incremental borrowing rate. Generally, the Company uses its
incremental borrowing rate as the discount rate.

The Company determines its incremental borrowing rate by obtaining interest rates from various external
financing sources and makes certain adjustments to reflect the terms of the lease and type of the asset
leased.

Lease payments included in the measurement of the lease liability comprise the following:

o fixed payments, including in-substance fixed payments;

e variable lease payments that depend on an index or a rate, initially measured using the index or
rate as at the commencement date;

e amounts expected to be payable under a residual value guarantee; and

o the exercise price under a purchase option that the Company is reasonably certain to exercise,
lease payments in an optional renewal period if the Company is reasonably certain to exercise an
extension option, and penalties for early termination of a lease unless the Company is reasonably
certain not to terminate early.

The lease liability is measured at amortised cost using the effective interest method. It is remeasured
when there is a change in future lease payments arising from a change in an index or rate, if there is a
change in the Company’s estimate of the amount expected to be payable under a residual value guarantee,
if the Company changes its assessment of whether it will exercise a purchase, extension or termination
option or if there is a revised in-substance fixed lease payment.

When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying
amount of the right-of-use asset, or is recorded in profit or loss if the carrying amount of the right-of-use
asset has been reduced to zero.

The Company presents right-of-use assets that do not meet the definition of investment property in
‘property, plant and equipment’ and lease liabilities in ‘loans and borrowings’ in the statement of
financial position.

Short-term leases and leases of low-value assets

The Company has elected not to recognise right-of-use assets and lease liabilities for leases of low-value
assets and short-term leases, including IT equipment. The Company recognises the lease payments
associated with these leases as an expense on a straight-line basis over the lease term.
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2. Summary of Significant Accounting Policies (continued)

k Leases (continued)

ii. As a lessor

At inception or on modification of a contract that contains a lease component, the Company allocates the
consideration in the contract to each lease component on the basis of their relative stand-alone prices.

When the Company acts as a lessor, it determines at lease inception whether each lease is a finance
lease or an operating lease.

To classify each lease, the Company makes an overall assessment of whether the lease transfers
substantially all of the risks and rewards incidental to ownership of the underlying asset. If this is the
case, then the lease is a finance lease; if not, then it is an operating lease. As part of this assessment, the
Company considers certain indicators such as whether the lease is for the major part of the economic life
of the asset.

When the Company is an intermediate lessor, it accounts for its interests in the head lease and the sub-
lease separately. It assesses the lease classification of a sub-lease with reference to the right-of-use asset
arising from the head lease, not with reference to the underlying asset. If a head lease is a short-term lease
to which the Company applies the exemption described above, then it classifies the sub-lease as an
operating lease.

If an arrangement contains lease and non-lease components, then the Company applies NZ IFRS 15 to
allocate the consideration in the contract. The Company applies the derecognition and impairment
requirements in NZ IFRS 9 to the net investment in the lease. The Company further regularly reviews
estimated unguaranteed residual values used in calculating the gross investment in the lease.

The Company recognises lease payments received under operating leases as income on a straight-line
basis over the lease term as part of “‘other revenue’.

I Provisions and Employee Leave Benefits
Provisions

Provisions are recognised when the Company has a present obligation (legal or constructive) as a result of
a past event, it is probable that an outflow of resources embodying economic benefits will be required to
settle the obligation and a reliable estimate can be made of the amount of the obligation.

When the Company expects some or all of a provision to be reimbursed, for example under an insurance
contract, the reimbursement is recognised as a separate asset but only when the reimbursement is virtually
certain. The expense relating to any provision is presented in the income statement net of any
reimbursement.

Provisions are measured at the present value of management’s best estimate of the expenditure required to
settle the present obligation at the balance sheet date. If the effect of the time value of money is material,
provisions are discounted using a current pre-tax rate that reflects the time value of money and the risks
specific to the liability. The increase in the provision resulting from the passage of time is recognised in
finance costs.
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2. Summary of Significant Accounting Policies (continued)

I Provisions and Employee Leave Benefits (continued)

Employee Leave Benefits

Liabilities for wages and salaries, including non-monetary benefits and annual leave expected to be settled
within 12 months of the reporting date are recognised in respect of employees’ services up to the reporting
date. They are measured at the amounts expected to be paid when the liabilities are settled. Liabilities for
non-accumulating sick leave are recognised when the leave is taken and are measured at the rates paid or
payable.

m Contributed Equity

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares or
options are shown in equity as a deduction, net of tax, from the proceeds.

n Revenue Recognition

Revenue is measured based on the consideration specified in a contract with a customer and excludes
amounts collected on behalf of third parties. The Company recognises revenue when it transfers control
over a product or service to a customer. In the comparative period, revenue was measured at the fair value
of the consideration received or receivable. Revenue from the sale of goods was recognised when the
significant risks and rewards of ownership had been transferred to the customer, recovery of the
consideration was probable, the associated costs and possible return of goods could be estimated reliably,
there was no continuing management involvement with the goods and the amount of revenue could be
measured reliably. Revenue from rendering of services was recognised in proportion to the stage of
completion of the work performed at the reporting date, which was determined based on surveys.

Contract costs
Applying the practical expedient in paragraph 94 of NZFRS 15, the Company recognises the incremental
costs of obtaining contracts as an expense when incurred if the amortisation period of the assets that the

Company otherwise would have recognised is one year or less.

Nature of goods and services

The following is a description of the nature, timing of satisfaction of performance obligations and
significant payment terms of the principal activities, grouped by product or service type, from which the
Company generates its revenue.

Aircraft sales: The aircraft sales segment sells new and used aircraft, both rotary and fixed wing, to
high net worth individuals, government departments and corporations. Aircraft sales operates across all
regions and further supplements the provision of other services. In the cases of standalone sales of aircraft,
the Company would recognize revenue at the point in time when the aircraft is accepted by the customer.
In cases where a service period is included with the sale the Company would recognize the aircraft sale at
the point of aircraft transfer of title and the service period revenues over time. Customers are not extended
credit due to the high value of individual transactions, and cash is settled at the time of customer acceptance.
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2. Summary of Significant Accounting Policies (continued)

0]

Revenue Recognition (continued)

Fleet services:  The fleet services segment provides through-life support packages for military operated
fleet, with the capability to support civil operated fleet. This involves the purchase of aircraft, engineering
design and modification, full maintenance and flight operation services and ongoing logistics support.
Revenues recognised for the fleet services contracts include standing charges, flying hour charges, survey
& quote charges, modification of aircraft, and sale and leaseback of modified aircraft (through a third party
financier) with pass-through lease to the end customer. Fleet services contracts are generally complex and
comprise multiple performance obligations. The timing of satisfaction of these obligations is as follows:

. Sales of aircraft; Satisfied at the at the time when the aircraft is accepted by the customer

. Engineering design and modifications: Satisfied over time as generally the customer is deemed
to control the asset as it is created, there is no alternative use to the Company and there is an
enforceable right of payment for performance to date.

. Maintenance and ongoing logistics support: Satisfied over time using the input method as
generally this obligation is performed continuously, the customer controls the asset as it is
created and there is an enforceable right to payment for performance to date

Transaction price allocated to the remaining performance obligations

The Company applies the practical expedient in paragraph 121 of NZIFRS 15 and does not disclose
information about remaining performance obligations that have original expected durations of one year or
less.

Finance Income and Financial Costs

The Company's finance income and finance costs include interest income and interest expense. Interest
income or expense is recognised using the effective interest method.

The 'effective interest rate' is the rate that exactly discounts estimated future cash payments or receipts
through the expected life of the financial instruments to:

» The gross carrying amount of the financial asset,
» The amortised cost of the financial liability.

In calculating interest income and expense, the effective interest rate is applied to the gross carrying amount
of the asset (when the asset is not credit-impaired) or to the amortised cost of the liability. However, for
financial assets that have become credit-impaired subsequent to initial recognition, interest income is
calculated by applying the effective interest rate to the amortised cost of the financial asset. If the financial
asset is no longer credit-impaired, then the calculation of interest income reverts to the gross basis.

Page |18



Hawker Pacific NZ Limited — Annual Report 2020

Notes to the Financial Statements
For the year ended 31 December 2020

2. Summary of Significant Accounting Policies (continued)

p

Income Tax and Other Taxes

Current Income Tax

Current income tax assets and liabilities for the current period are measured at the amount expected to be
recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount
are those that are enacted or substantively enacted, at the reporting date in the countries where the Company
operates and generates taxable income.

Current income tax relating to items recognised directly in equity is recognised in equity and not in profit
and loss. Management periodically evaluates positions taken in the tax returns with respect to situations in
which applicable tax regulations are subject to interpretation and establishes provisions where appropriate.

Deferred Tax

Deferred tax is provided using the balance sheet method on temporary differences between the tax bases of
assets and liabilities and their carrying amounts for financial reporting purposes at the reporting date.
Deferred tax liabilities are recognised for all taxable temporary differences, except:

e When the deferred tax liability arises from the initial recognition of goodwill or an asset or liability in
a transaction that is not a business combination and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss.

e In respect of temporary differences associated with investments in subsidiaries, associates and interests
in joint ventures, except to the extent where the Company is able to control the timing of the reversal
of the temporary differences and it is probable that the temporary differences will not reverse in the
foreseeable future.

Deferred tax assets are recognised for all deductible temporary differences, the carry forward of unused tax
credits and any unused tax losses. Deferred tax assets are recognised to the extent that it is probable that
taxable profit will be available against which the deductible temporary differences, and the carry forward
of unused tax credits and unused tax losses can be utilised.

Future taxable profit will be available against which they can be used. Future taxable profits are determined
based on the reversal of relevant taxable temporary differences. If an amount of taxable temporary
differences is insufficient to recognise on deferred tax in full, then future taxable profits adjusted for
reversals of existing temporary differences are considered, based on the business plan of the company.

The carrying amount of deferred tax assets is reviewed at each reporting 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 deferred tax
asset to be utilised. Unrecognised deferred tax assets are reassessed at each reporting date and are
recognised to the extent that it has become probable that future taxable profits will allow the deferred tax
asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year when
the asset is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or
substantively enacted at the reporting date.

The measurement of deferred tax reflects the tax consequences that would follow the manner in which the
Company expects at the reporting date to recover and settle the carrying amount of its assets and liabilities.
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2. Summary of Significant Accounting Policies (continued)

p

q

r

Income Tax and Other Taxes (continued)

Deferred Tax (continued)

Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to set off current
tax assets against current income tax liabilities and the deferred taxes relate to the same taxable entity and
the same taxation authority.

Income taxes relating to items recognised directly in equity are recognised in equity and not in profit or
loss.

Other Taxes
Revenues, expenses and assets are recognised net of the amount of GST except:
e When the GST incurred on a purchase of goods and services is not recoverable from the taxation
authority, in which case the GST is recognised as part of the cost of acquisition of the asset or as

part of the expense item as applicable; and

e Receivables and payables, which are stated with the amount of GST included.

The net amount of GST recoverable from, or payable to, the taxation authority is included as part of
receivables or payables in the statement of financial position.

Commitments and contingencies are disclosed net of the amount of GST recoverable from or payable to,
the taxation authority.
Comparative figures

The classification of certain amounts in the Statement of Financial Position, Statement of Comprehensive
Income and accompanying notes have been reclassified to conform to the current year’s accounting
practices. Other amounts are presented and classified consistently for each reporting period.

Significant Accounting Estimates

Estimation uncertainty:

The key assumptions concerning the future and other key sources of estimation uncertainty at the end of
reporting period, that have a significant risk of causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial period, are described below:

Deferred tax assets:

Deferred tax assets are recognised for all unused tax losses to the extent that it is probable that taxable profit
will be available against which the losses can be utilised. Significant management judgment is required to
determine the amount of deferred tax assets that can be recognised, based upon the likely timing and level
of future taxable profits together with future tax planning strategies.
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2. Summary of Significant Accounting Policies (continued)

s Significant Accounting Estimates (continued)

Maintenance provisions for fleet services contracts

A provision is recognised for maintenance contract costs based on the present value of future end of contract
term costs expected to be incurred without corresponding revenues under the Company’s long-term
maintenance contracts. Determining the future costs to be incurred involves a significant level of
management judgment and estimation.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions in accounting estimates

are recognised prospectively.

3. Revenue, Other Income Gains

a) Disaggregation of revenue

Revenue is disaggregated by the following major products/service lines:

31 Dec 2020 31 Dec 2019
Fleet services 25,679,202 5,495,182
Total revenue 25,679,202 5,495,182
b) Finance income
31 Dec 2020 31 Dec 2019
Interest receivable in finance lease receivable 3,365,604 2,970,254
Interest received - Trade 3,424 8,878
Total other income 3,369,028 2,979,132
4. Other Expenses
31 Dec 2020 31 Dec 2019
Direct operating expenses (including repairs and 46,524 78,863
maintenance)
46,524 78,863
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5. Finance Costs

Interest expense on lease liabilities
Other fees

6. Employee Expenses

Wages and salaries
Defined contribution superannuation expense
Other employee benefits

31 Dec 2020 31 Dec 2019
3,398,037 2,976,067
33,709 51,463
3,431,746 3,027,530
31 Dec 2020 31 Dec 2019
1,459,936 1,321,874
38,712 37,977
69,881 46,955
1,568,529 1,406,806
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7. Income Tax

(@)

(b)

(©

(d)

Income Tax Expense

Current income tax expense

Deferred tax (benefit)

Income tax expense/(benefit) reported in the
Statement of Profit or Loss and Other Comprehensive
Income

Reconciliation between the tax expense/(benefit)
recognised per the Statement of Profit or Loss and
Other Comprehensive Income and the tax
expense/(benefit) calculated per the statutory
income tax rate

Accounting profit/(loss) before income tax
At the Company’s statutory tax rate of 28%
Non-deductible expenses

Over provision for tax prior year

Tax expense/(benefit)

Deferred Income Tax Assets

Property, Plant and Equipment
Allowances to inventories and trade debtors
Provisions and accruals

Deferred tax asset

Deferred Income Tax Liability
Prepayments

Deferred tax liability

31 Dec 2020

131,697
(77,454)

54,243

225,354
63,099
1,721
(10,577)

54,243

31 Dec 2020

10,586
153,112
360,748

524,446

31 Dec 2020
(5,371)

(5.371)

31 Dec 2019

27,593
(135,602)

(108,009)

(300,231)
(84,065)
9,489

(33,433)

(108,009)

31 Dec 2019

7,252
177,829

256,540

441,621

31 Dec 2019
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8. Cash and Cash Equivalents

31 Dec 20 31 Dec 19
Cash at bank and on hand 2,033,532 2,952,321
Reconciliation of Liabilities arising from Financing activities
Leases Related Parties
Note Payable Payable
At 1 January 2020 49,094,589 7,686,881
Changes from financing cash flows
Repayment of finance lease (10,424,621) (2,112,636)
New finance lease 19,297,808 -
At 31 December 2020 16 (@) 57,967,776 5,574,245
9. Current Assets — Trade and Other Receivables
31 Dec 2020 31 Dec 2019
Trade Receivables 829,143 989,498
Less Doubtful Debts - -
829,143 989,498
Other Debtors 13,314 6,234
Recharges 6,412 -
Prepayments 126,078 33,126
Other Receivables 145,804 39,360
Carrying amount of trade and other receivables 974,947 1,028,858

Due to the short term nature of trade and other receivables, their carrying amount as disclosed above
approximates fair value.

Page |24



Hawker Pacific NZ Limited — Annual Report 2020

Notes to the Financial Statements
For the year ended 31 December 2020

10. Current Assets — Inventories

31 Dec 2020 31 Dec 2019
Work in progress 49,788 98,216
Finished goods 966,003 998,467
Stock write down provision (546,826) (456,530)
Total inventories 468,965 640,153

In the year ended 31 December 2020, inventories of $708,169 (year ending 31 December 2019 $717,698) were recognised
as an expense and included as cost of sales in the statement of comprehensive income.
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12. Current Liabilities — Trade and Other Payables

Trade Payables
Other Payables

31 Dec 2020 31 Dec 2019
32,983 15,283
875,696 719,144
908,679 734,427

Due to the short term nature of trade and other payables, their carrying amount as disclosed above is assumed

to approximate fair value.

13. Provisions

Current

Engine Overhaul Provision
Contract Completion Provisions
Employee Leave Provisions

i Engine Overhaul Provision

31 Dec 2020 31 Dec 2019
361,372 309,425
513,778 360,000
206,436 170,137

1,081,586 839,562

The Company recognised a provision for a major engine overhaul on the aircraft based on expected
overhaul costs by the end of service contract and with reference to the hours flown by the aircraft as of

reporting date.

Opening Balance
Accruals during the year
Expenses during the year
Closing Balance

ii  Contract Completion Provision

31 Dec 2020 31 Dec 2019
309,425 262,868
644,318 654,330

(592,371) (607,773)
361,372 309,425

The Company recognised a provision for the unknown major aircraft maintenance in relation to a defence
contract. The provisions are expected to be utilised within a year of the reporting date.

Opening Balance
Accruals during the year
Expenses during the year
Accruals released
Closing Balance

iii  Employee Entitlements

31 Dec 2020 31 Dec 2019
360,000 100,000
382,000 260,000

(228,221) -
513,779 360,000

The Company provided for employee annual leave payments expected to be made to employees under the

New Zealand Holidays Act 2003.
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14. Contributed Equity
31 Dec 2020 31 Dec 2019

Authorised, issued and fully paid 10,000 ordinary shares 10,000 10,000

Ordinary shares have no par value.

Each ordinary share has an equal right to vote, to dividends and to share in any surplus on winding up of the
Company.

Capital Management Policy
The primary objective of the Company in the management of capital is to ensure that it maintains strong and
healthy capital ratios in order to support its business and maximise shareholder value.

The Company manages its capital structure and makes adjustments to it, in light of changes in economic
conditions. To maintain or adjust the capital structure, the Company may adjust the dividend payment to
shareholders, return capital to shareholders or issue new shares. No changes were made in the objectives,
policies or processes during the period.

15. Related Party Disclosure

(&) Transactions with related parties
The following table provides the total amount of transactions that were entered into with related parties
for the relevant financial year and the total amount payable and / or receivable as at year end.

Purchases Other Loan
Sales to .
From Transactions from/(advance
Related Party Related - .
Parties Related  with related repaid) to
Parties Parties related parties
Year ended 31 December
2020
Parent:
Hawker Pacific Airservices Ltd - - - -
Other Related Parties:
Hawker Pacific Pty Limited 991,038 1,704,290 - -
Other 2,056

991,038 1,706,346 - -
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15. Related Party Disclosure (continued)

Year ended 31 December 2019

Sales to Purchases Other Loan
From  Transactions from/(advance
Parent Related . .
Parties Related with related repaid) to
Parties Parties related parties
Hawker Pacific Airservices Ltd - - - 750,000
Other related Parties
Hawker Pacific Pty Limited 1,684,919 2,146,624 - -
Other - 146 - -
1,684,919 2,146,770 } 750,000
(b) Related Party Balances as at period / year end
31 Dec 2020 31 Dec 2019
Related Party Receivables - Current
Hawker Pacific Pty Limited 30,240 31,065
Total Current Related Party Receivables 30,240 31,065
Related Party Payables - Current
Hawker Pacific Airservices Limited - (750,000)
Hawker Pacific Pty Limited (513,508) (1,823,640)
Total Current Related Party Payables (513,508) (2,573,640)
Related Party Payables — Non-Current
Hawker Pacific Airservices Limited (5,060,736) (5,103,241)
Total Non-Current Related Party Payables (5,060,736) (5,103,241)

Terms and Conditions of Transactions with Related Parties

Sales to and purchases from related parties are made on normal commercial terms except for the interest free

loan.

Outstanding balances at year end are unsecured, interest free and settlement occurs in cash.
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16. Leases
See accounting policy in Note 2(k).
The Company leases a number of motor vehicles and office equipment. The period of the leases is 3 years for
motor vehicle leases, and 5 years for office equipment leases. The leases can be renewed upon expiry and
contain escalation clauses which depend on factors such as the Consumer Price Index or periodic fixed rent
reviews.

a) Right of Use Assets

Right of use assets related to leased properties that do not meet the definition of investment property are
presented as property, plant and equipment.

Motor Equipment Total
Vehicle
2020
Balance at 1 January 2020 14,782 56,253 71,035
Additions to right of use assets - - -
Depreciations charge for the year (7,774) (20,102) (27,876)
Derecognition of right of use asset (1,928) - (1,928)
Balance at 31 December 2020 5,080 36,151 41,231
b) Amounts recognised in Profit & Loss
31 Dec 2020
2020 - Leases under NZIFRS 16
Interest expense on lease liabilities (3,365,604)
Interest income on lease receivables 3,365,604
31 Dec 2019
2019 - Leases under NZIFRS 16
Interest expense on lease liabilities (2,972,794)
Interest income on lease receivables 2,970,207
(2,587)

¢) Finance lease — Company as lessor

In April 2018 Hawker Pacific NZ Limited entered into a finance lease arrangement for four aircraft
which are rented to the New Zealand Defence Force (NZDF). The term of the leases and rental
agreements is for ten years. The interest rate implicit in the arrangement is 5.76 %.

In November 2018, Hawker Pacific NZ Limited entered into a separate finance lease arrangement for
the modification components to the four aircraft mentioned above. The interest rate implicit in the
arrangement is 5.06 %.

In February 2020, Hawker Pacific NZ Limited entered an additional finance lease arrangement for

further modifications to the four aircraft mentioned above. The interest rate implicit in the
arrangement is 3.56 %.

Page |30



Hawker Pacific NZ Limited — Annual Report 2020

Notes to the Financial Statements
For the year ended 31 December 2020

16. Leases (continued)

¢) Finance lease — Company as lessor (continued)

The arrangement is a sale and leaseback transaction with pass through cash flows (NZDF makes lease
payments directly to the ANZ Bank as outlined by the tripartite arrangement) for the leasing
component. The Company has recognised a finance lease receivable equal to the carrying amount of
the finance lease liability in the statement of financial position.

All lease arrangements will expire in April 2028.

The finance lease receivable and finance lease liability balances relating to these aircraft and
modifications are as follows:

31 Dec 2020 31 Dec 2019
Finance Lease Liabilities - Current 6,806,503 4,820,740
Finance Lease Liabilities - Non Current 51,161,273 44,273,849
Finance Lease Liabilities 57,967,776 49,094,589
Finance Lease Receivable - Current 6,806,503 4,820,740
Finance Lease Receivable - Non Current 51,161,273 44,273,849
Finance Lease Receivable 57,967,776 49,094,589

17. Commitments and Contingencies

(a) Capital Commitments

(b)

In addition to the operating lease commitments detailed above, the Company had the following capital
commitments at the end of the reporting period:

Contracted, but not provided for:

31 Dec 2020 31 Dec 2019

Property, plant and equipment - -

Contingencies

There are no contingencies to disclose (2019: nil).
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18. Fair Value and Fair Value Hierarchy of Financial Instruments

The carrying amounts of cash and cash equivalents, short-term receivables and payable, short-term finance
lease receivable and payables and provisions reasonably approximate their fair values due to the relative short-
term nature of those financial instruments.

The carrying amounts of long-term finance lease receivables and payables also approximate their fair value
upon discounting the expected future cash flow at the pre tax rate that reflect current market assessment of the
time value of money and the risks specific to the assets and liabilities.

19. Auditor’s Remuneration

31 Dec 2020 31 Dec 2019

Audit of financial statements 47,000 42,000
Taxation services - -
47,000 42,000

20. Going Concern

The Company has negative equity totalling $3,134,974 as at 31 December 2020 (31 December 2019:
$3,255,936). The Company has received commitment from its parent, Hawker Pacific Airservices Limited, to
provide additional funds should this be necessary, to enable the Company to meet its liabilities when they become
due and payable. This commitment is for a minimum period of 12 months from the date of signing the financial
statements.

The considered view of the Director is that there is reasonable expectation that the Company will have adequate
resources to continue operations for the 12 months from the date of signing the financial statements and is
therefore satisfied that the financial statements for the Company at 31 December 2020 are appropriately prepared
on a going concern basis.
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ndependent Auditors Repor

To the Shareholders of Hawker Pacific NZ Limited

Report on the audit of the financial statements

Opinion

In our opinion, the accompanying financial We have audited the accompanying financial
statements of Hawker Pacific NZ Limited statements which comprise:

he ' ' 1 2: : . i
e ‘omgsnyl on PEEES 1 i 3 — the statement of financial position as at 31

i. present fairly in all material respects the December 2020;
company'’s financial position as at 31
December 2020 and its financial
performance and cash flows for the year
ended on that date; and

— the statement of profit or loss and other
comprehensive income, changes in equity and
cash flows for the year then ended; and

— notes, including a summary of significant
accounting policies and other explanatory
information

comply with New Zealand Equivalents to
International Financial Reporting Standards
Reduced Disclosure Regime.

X=> Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (New Zealand) (‘ISAs (NZ)'). We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

We are independent of the Hawker Pacific NZ Limited in accordance with Professional and Ethical Standard 1
International Code of Ethics for Assurance Practitioners (Including International Independence Standards) (New
Zealand) issued by the New Zealand Auditing and Assurance Standards Board and the International Ethics
Standards Board for Accountants’ International Code of Ethics for Professional Accountants (including
International Independence Standards) (‘IESBA Code’), and we have fulfilled our other ethical responsibilities in
accordance with these requirements and the IESBA Code.

Our responsibilities under ISAs (NZ) are further described in the auditor’s responsibilities for the audit of the
financial statements section of our report.

Other than in our capacity as auditor we have no relationship with, or interests in, the company.

©Q9 Scoping

The scope of our audit is designed to ensure that we perform adequate work to be able to give an opinion on the
financial statements as a whole, taking into account the structure of the company, the financial reporting
systems, processes and controls, and the industry in which it operates.

33

© 2021 KPMG, a New Zealand Partnership and a member firm of the KPMG global organisation of
independent member firms affiliated with KPMG International Limited, a private English company
limited by guarantee. All rights reserved




KPMG

The context for our audit is set by the major activities in the financial year ended 31 December 2020. The
company had a continued focus on the sale of fixed wing aircraft, engineering and logistical support.

@@ Materiality

The scope of our audit was influenced by our application of materiality. Materiality helped us to determine the
nature, timing and extent of our audit procedures and to evaluate the effect of misstatements, both individually
and on the financial statements as a whole. The materiality for the financial statements as a whole was set at
$129,000 determined with reference to a benchmark of total revenues. We chose the benchmark because, in
our view, this is a key measure of the company'’s performance.

i —— Other information

The Directors, on behalf of the company, are responsible for the other information included in the entity’s Annual
Report. Our opinion on the financial statements does not cover any other information and we do not express any
form of assurance conclusion thereon.

In connection with our audit of the financial statements our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears materially misstated. If, based on the work we have
performed, we conclude that there is a material misstatement of this other information, we are required to
report that fact. We have nothing to report in this regard.

$ .. L,
129 Use of this independent auditor’s report

This independent auditor’s report is made solely to the shareholders as a body. Our audit work has been
undertaken so that we might state to the shareholders those matters we are required to state to them in the
independent auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not accept
or assume responsibility to anyone other than the shareholders as a body for our audit work, this independent
auditor’s report, or any of the opinions we have formed.

n Responsibilities of the Directors for the financial statements

The Directors, on behalf of the company, are responsible for:

— the preparation and fair presentation of the financial statements in accordance with generally accepted
accounting practice in New Zealand (being New Zealand Equivalents to International Financial Reporting
Standards) and International Financial Reporting Standards;

— implementing necessary internal control to enable the preparation of a set of financial statements that is
fairly presented and free from material misstatement, whether due to fraud or error; and

— assessing the ability to continue as a going concern. This includes disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless they either intend to liquidate or to
cease operations, or have no realistic alternative but to do so.
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XL Auditor’s responsibilities for the audit of the financial statements

Our objective is:

— to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error; and

— toissue an independent auditor’s report that includes our opinion.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with ISAs NZ will always detect a material misstatement when it exists.

Misstatements can arise from fraud or error. They are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of these
financial statements.

A further description of our responsibilities for the audit of these financial statements is located at the External
Reporting Board (XRB) website at:

http://www .xrb.govt.nz/standards-for-assurance-practitioners/auditors-responsibilities/audit-report-1/
This description forms part of our independent auditor’s report.
The engagement partner on the audit resulting in this independent auditor's report is Shane O'Connor.

For and on behalf of

Qe

KPMG
Sydney

1 June 2021

35





