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Castlelake Aviation Limited and Subsidiaries
Consolidated Balance Sheet
(U.S. dollars in thousands)

December 31, 2021
Notes
3
8
4
5
6
7
13

Assets
Cash and cash equivalents
Trade receivables
Flight equipment held for operating leases, net
Maintenance right and lease premium, net
Net investment in finance lease
Other assets
Deferred tax asset
Total Assets
Liabilities and Equity
Accounts payable and accrued liabilities
Deferred rental income
Security deposits
Accrued maintenance liability
Derivative liabilities
Deferred tax liability
Debt

$

156,319
18,035
2,038,052
326,895
70,163
136,211
56,804

$

2,802,479

$

8,532
9,747
23,649
38,827
18,404
23,686
1,839,612

$

1,962,457

9
12
13
10

Total Liabilities
Ordinary share capital, $0.01 par value: 5,000,000 shares
authorized, 812,814 shares issued and outstanding
Additional paid-in capital
Retained earnings
Accumulated other comprehensive loss
Total Equity
Total Liabilities and Equity

8
812,806
28,538
(1,330)
$

840,022

$

2,802,479

The accompanying notes are an integral part of these consolidated financial statements.
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Castlelake Aviation Limited and Subsidiaries
Consolidated Income Statement
(U.S. dollars in thousands)
For the period
from August 6,
2021 (Inception)
through
December 31,
2021
Notes

Revenues and Other Income:
Rental income from operating and
finance leases
Interest and other income

11

Total Revenues and Other Income
Expenses:
Interest expense
Depreciation
Maintenance and other costs
Selling, general and administrative expenses

$

41,823
2,680

$

44,503

10
4

17,361
18,560
4,362
4,144
$

Total Expenses

44,427
76

Net income before income tax expense
Income tax benefit

13

Net Income

28,462
$

28,538

The accompanying notes are an integral part of these consolidated financial statements.
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Castlelake Aviation Limited and Subsidiaries
Consolidated Statement of Comprehensive Income
(U.S. dollars in thousands)
For the period
from August 6,
2021 (Inception)
through
December 31,
2021
Net income
Other comprehensive loss:
Net unrealized losses on derivatives, net of tax

$

(1,330)
$

Total comprehensive income

The accompanying notes are an integral part of these consolidated financial statements.
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28,538

27,208

Castlelake Aviation Limited and Subsidiaries
Consolidated Statement of Changes in Shareholders’ Equity
(U.S. dollars in thousands)

Number
of
Accumulated
ordinary Ordinary Additional Accumulated
other
shares
share
paid-in
retained
comprehensive
issued
capital
capital
earnings
loss
Balance at August 6, 2021 (Inception)

-

Net change

812,814

Balance at December 31, 2021

812,814

$

$

-

$

-

$

-

$

-

Total
$

-

8

812,806

28,538

(1,330)

840,022

8

$ 812,806

$ 28,538

$ (1,330)

$840,022

The accompanying notes are an integral part of these consolidated financial statements.
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Castlelake Aviation Limited and Subsidiaries
Consolidated Statements of Cash Flows
(U.S. dollars in thousands)
For the period from
August 6, 2021
(Inception) through
December 31, 2021
Cash Flows from Operating Activities:
Net income
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation expense
Amortization of debt issuance cost
Lease premium amortization
Collection of finance leases
Maintenance expenses
Changes in assets and liabilities
Receivables and other asset
Deferred tax asset
Deferred tax liability
Accounts payable and accrued liabilities
Deferred rental income
Net cash provided by operating activities

$

28,538
18,560
1,563
3,366
2,186
3,147
(28,076)
(56,804)
23,686
294,692
9,747
300,605

Cash Flows from Investing Activities:
Cash paid for aircraft
Cash paid for intangible assets
Cash paid for loan investment
Net cash used in investing activities

(2,131,147)
(346,933)
(126,171)
(2,604,251)

Cash Flows from Financing Activities:
Net cash received from borrowings
Repayment of borrowings
Cash paid for security deposits
Net increase in maintenance reserves
Proceeds from issuance of shares
Debt issuance costs
Net cash provided by financing activities

1,631,000
(4,593)
23,649
38,827
812,814
(41,732)
2,459,965

Net increase in Cash, Cash Equivalents and Restricted Cash

156,319

Cash, Cash Equivalents and Restricted Cash at Inception

-

Cash, Cash Equivalents and Restricted Cash at End of Period

$

156,319

Supplemental Cash Flow Information:
Cash paid for interest expense

$

8,451

The accompanying notes are an integral part of these consolidated financial statements.
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Castlelake Aviation Limited and Subsidiaries
Notes to Consolidated Financial Statements
December 31, 2021
Note 1 – Organization
Castlelake Aviation Limited (the “Company”) is incorporated in the Cayman Islands and is tax resident
in the Republic of Ireland. The Company was incorporated on August 6, 2021 (the “Inception”) for the
purpose of acquiring, marketing, leasing and selling newer generation and mid-life commercial aircraft
and providing other aircraft financing solutions to its airline customers. Castlelake Aviation LLC, a
company wholly owned by an affiliate of Castlelake, L.P. (“Castlelake”), is the sole shareholder of the
Company.
On October 22, 2021 (the “Closing Date”), the Company, Castlelake Aviation Finance Designated
Activity Company (“CAF DAC”), a direct wholly owned subsidiary of the Company, and CAF DAC’s
subsidiaries (collectively, the “CA Group”) acquired an initial portfolio of 66 commercial aircraft and
other investment assets from funds affiliated with Castlelake (the “Initial Portfolio”) by way of the
acquisition of a variety of entities and beneficial interests in trusts that held the Initial Portfolio. In
connection with the acquisition of the Initial Portfolio, the CA Group acceded to certain liabilities
associated with the assets acquired. The acquisition of these assets and liabilities was financed through
the issuance of senior notes and the incurrence of loans under two term loan facilities and a revolving
credit facility. The acquisition of the Initial Portfolio has been accounted for as an asset acquisition in
accordance with U.S. GAAP.
As of December 31, 2021, there were 73 assets in the CA Group’s portfolio, consisting of 63 aircraft on
operating lease, 1 aircraft off-lease, 2 aircraft on finance lease (collectively, the “Aircraft”) and 7 secured
loan receivable assets.
Note 2 – Summary of Significant Accounting Policies
Basis of Presentation
The consolidated financial statements and the related information in the footnotes have been prepared on
a going concern basis and in accordance with accounting principles generally accepted in the United States
of America (“US GAAP”) for financial statements covering the period ended December 31, 2021. All
significant intercompany accounts and transactions have been eliminated on consolidation.
The consolidated financial statements are stated in U.S. dollars, which is the CA Group’s functional
currency.
Going Concern
The CA Group relies on lessees ‘continuing performance of their lease obligations. The ability of each
lessee to perform its obligations under its lease will depend primarily on such lessee’s financial condition
and cash flow, which may be affected by factors beyond the CA Group’s control, including outbreaks of
infectious diseases such as COVID-19 and global or regional conflicts.
While the continued outbreak of the COVID-19 pandemic and the measures adopted by the governments
and countries worldwide to mitigate the pandemic’s spread have significantly impacted CA Group’s
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airline customers’ operations and by extension the activities, financial results and position of the CA
Group, the CA Group continues to have a reasonable expectation that the CA Group has adequate
resources to continue in operation for at least the next twelve months based on the future cash flow analysis
using contracted revenues, forecasted maintenance receipts and payments, debt obligations, capital
commitments and current cash positions and that the going concern basis of preparation remains
appropriate for the preparation of the financial statements as of December 31, 2021.
Use of Estimates
The preparation of the consolidated financial statements in conformity with U.S. GAAP requires the CA
Group to make judgments, estimates and assumptions that affect the application of policies and reported
amounts of assets, liabilities, revenues and expenses. The estimates and associated assumptions are based
on historical experience and various other factors that are believed to be reasonable under the
circumstances, the results of which form the basis of making the judgments about carrying values of assets
and liabilities that are not readily apparent from other sources. While the CA Group believes that the
estimates and related assumptions used in the preparation of the consolidated financial statements are
appropriate, actual results could differ from those estimates. The most significant estimates are those in
relation to the residual value and useful economic lives of flight equipment held for operating leases, the
impairment of flight equipment held for operating leases, the proportion of supplemental maintenance rent
that will not be reimbursed, the valuation allowance recognized against deferred tax assets, the
recoverability of trade receivables and deferred operating lease revenue and key assumptions about the
likelihood and magnitude of an outflow of resources for commitments and contingent liabilities.
Cash and Cash Equivalents
Cash and cash equivalents include cash and highly liquid investments with original maturities of three
months or less.
Trade Receivables
Trade receivables represent unpaid lessee obligations under existing lease contracts. Trade receivable are
secured by security deposits or letters of credit held on behalf of airline customers. Any allowance for
doubtful accounts is established on a specific identification basis and is maintained at a level believed by
management to be adequate to absorb probable losses associated with trade receivables. The assessment
of credit risk is primarily based on the extent to which amounts outstanding exceed the value of security
held, the financial strength and condition of a debtor and the current economic and regulatory conditions
of the debtor’s operating environment. Determination of the allowance is inherently subjective as it
requires significant estimates, including the amounts and timing of expected future cash flows and
consideration of current factors and economic trends impacting the lessees and their credit worthiness, all
of which may be susceptible to significant change. Uncollectible rent receivables are charged off against
the allowance, while recoveries of amounts previously charged off are credited to the allowance. A
provision for credit losses is recorded based on management’s periodic evaluation of the factors previously
mentioned, as well as other pertinent factors.
A lessee is placed on non-accrual status once it is no longer probable that the CA Group will receive the
economic benefits of the lease. Revenue from a lessee on non-accrual status is recognized to the extent
cash is received. As at December 31, 2021, no lessees were on non-accrual status.
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Investment in Finance Leases
If a lease meets specific criteria under U.S. GAAP, the CA Group recognize the lease as an investment in
finance lease. The asset is considered sold for accounting purposes, so the aircraft is derecognized
(including the maintenance rights asset and net lease premium) and the net investment in the lease, which
represents the present value of minimum lease payments (including the unguaranteed residual value of the
aircraft) is recorded in the Consolidated Balance Sheet. The difference between the net investment in the
lease and the minimum lease payments (including the unguaranteed residual value) is recorded as
unearned interest income. Also, under a sales-type lease, an immediate gain or loss on sale of aircraft is
recognized representing the difference between the fair value of an asset subject to lease and the carrying
value of the aircraft (including the maintenance rights asset and net lease premium). Interest on finance
leases is recognized using the effective interest method. Lease income is recorded in decreasing amounts
over the term of the contract, resulting in a constant rate of return on the net investment in finance leases.
Flight Equipment held for Operating Leases, net
Flight equipment are recorded at cost, less accumulated depreciation and impairment. Flight equipment is
depreciated on a straight-line basis over their estimated useful lives to their estimated residual values.
Generally, aircraft and equipment are depreciated over estimated useful lives of 25 years from the date of
manufacture for widebody and narrowbody aircraft to an estimated residual value. In addition, the useful
lives of the aircraft are extended to the end of the lease term in situations where the lease term exceeds the
useful life of the aircraft. The useful lives or the estimated residual values may be revised subject to the
periodic re-evaluation of matters affecting specific aircraft or the aircraft industry in general. Initial direct
costs incurred as part of the acquisition of flight equipment held for operating leases such as costs
associated with identifying, negotiating, and delivering aircraft to the CA Group’s lessees, which are
specific to each aircraft, are capitalized at cost and depreciated over the estimated useful life of the asset.
Modifications or improvements to flight equipment held for operating leases are normally expensed.
Where such modifications or improvements materially improve the value of the asset or extend its useful
life, these are capitalized and depreciated over the remaining economic life of the asset. The CA Group’s
estimates are reviewed periodically to ensure continued appropriateness.
Aircraft are periodically reviewed for impairment in accordance with Statement of Financial Accounting
Standards Codification 360-10, “Accounting for the Impairment or Disposal of Long-Lived Assets (ASC
360-10).” The recognition of an impairment loss for an asset held for use is required when the estimate of
undiscounted future cash flows expected to be generated by the asset is less than its carrying amount (net
book value). Undiscounted future cash flows consist of cash flows from currently contracted leases, future
projected lease cash flows, and an estimated disposition value, as appropriate, for each aircraft.
Measurement of an impairment loss is to be recognized based on the amount by which the carrying amount
(net book value) of an asset exceeds the fair value of the asset. The fair value reflects underlying economic
value of the aircraft, which includes the appraisers’ opinion of most likely trading prices that maybe
generated by the aircraft under assumed current market circumstances.
Accounts Payable and Accrued Liabilities
Accounts payable and accrued liabilities represents accrued administrative and operating expenses which
were due but unpaid as of December 31, 2021. These amounts are generally settled within one year.
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Security Deposits
Security deposits on leased aircraft are generally paid by the lessee on the execution of the lease and are
non-refundable during the term of the lease. The amounts are held as a security for the timely and faithful
performance by the lessee of its obligations during the lease and are included on the consolidated statement
of financial position. Security deposits are refundable to the lessees, based on the terms of the various
aircraft lease agreements. The deposit may be applied against amounts owing from the lessee for rent or
returned to the lessee on the termination of the lease. Security may also be held in the form or a letter of
credit obtained by the lessee.
Accrued Maintenance Liability
Certain leases require the lessee to make payments to the lessor, calculated on measures of usage, to cover
the expected costs of scheduled maintenance events which include major airframe and engine overhauls.
All such amounts collected have been recorded as accrued maintenance liabilities and reimbursement
payments to lessees are charged against such accrued maintenance liabilities.
In many cases where the lessee has paid maintenance reserves, those payments will be used to reimburse
the lessee or the service provider for maintenance charges. The leases generally provide that any
maintenance expenses incurred for the operation of the aircraft in excess of the amounts collected from
lessees are the sole obligation of the lessees. Conversely, if maintenance expenses for the aircraft are less
than the amounts collected from the lessees in respect of maintenance reserves, the leases generally
provide for such excess reserves to remain the property of the lessor. The CA Group can elect to recognize
maintenance reserves that are not expected to be reimbursed to lessees, as lease revenue, during the lease
term when the CA Group has reliable information that the lessee will not require reimbursements of
additional rentals based on a maintenance forecasting model. Where amounts not expected to be
reimbursed are not certain, revenue is recognized at the end of the lease.
Except for a portion of the maintenance reserves that were transferred by the sellers to the CA Group on
the Closing Date as a reserve for estimated maintenance obligations, the relevant sellers retained all
maintenance reserves attributable to the period on or prior to the Closing Date under the relevant leases
and any maintenance obligations in excess of the transferred reserves and amounts collected from lessees
subsequent to the Closing Date will be the obligation of the CA Group.
Some leases provide that the lessor is required to contribute to the cost of certain future maintenance
expenses based on the number of cycles or the amount of time various components have been in actual
use before the inception of the lease. Such lessor contributions are capitalized when paid and amortized
under the deferral method over the overhaul event life and recorded as amortization expense. In the case
of new leases with lessor contribution, if the lessor contribution amount can be quantified at lease
commencement, such amount is considered a lease incentive asset and amortized over the remaining term
of the related lease and recorded as a component of revenue. If the lessor contribution amount cannot be
quantified, the amount will be capitalized when paid and amortized under the deferral method over the
overhaul event life and recorded as a component of expense.
Lease Incentive Assets
At the beginning of each new lease, other than the first lease on a new aircraft, lessor contributions
representing contractual obligations on the part of the CA Group to contribute to the lessee’s cost of the
next planned major maintenance event, expected to occur during the lease, are established. Lessor
contributions represent a lease incentive and are recorded as a charge against lease rental income over the
13

life of the associated lease. The CA Group regularly reviews the level of lessor contributions to cover its
contractual obligations under current lease contracts and makes adjustments as necessary.
Lease Premiums/Discounts
The CA Group identifies, measures, and accounts for lease premiums and discounts associated with its
acquisitions of aircraft with in-place leases. Lease premiums/discounts represent the value of an acquired
long-term lease where the contractual rent payments are above/below the market lease rate at the date of
acquisition. These assets/liabilities are recognized at cost and amortized on a straight-line basis over the
remaining term of the related lease and recorded as a component of revenue.
Maintenance Right Assets/Liabilities
The CA Group identifies, measures, and accounts for maintenance right assets and liabilities associated
with acquisitions of aircraft with in-place leases. A maintenance right asset is recognized at the acquisition
date when the maintenance condition of the aircraft at the acquisition date is less than the return condition
required by the in-place lease. Alternatively, when the maintenance condition of the aircraft at the
acquisition date is greater than the return condition called for in the in-place lease, a maintenance right
liability could exist. However, in most cases, a liability related to the maintenance condition of the asset
is not recorded at the time of acquisition. Based on the return condition of the aircraft, a maintenance
liability is only recorded in circumstances when payment to the lessee at the end of the lease is required,
based on the maintenance condition of the aircraft at the end of the lease.
For a maintenance reserve paying lessee, the lessee submits a claim upon the occurrence of a qualifying
maintenance event. Upon payment of the claim, the maintenance liability is reduced, and qualifying
maintenance costs are capitalized by reclassifying the maintenance right asset to a component of the
aircraft. The depreciation of the component under U.S. GAAP is recorded over the estimated useful life
of the maintenance component.
If, upon expiration of the lease, there is an amount which has not been reimbursed to the lessee for
qualifying maintenance events, the CA Group will relieve the maintenance right asset against the
maintenance reserve liability, with the excess of the maintenance reserve liability over the maintenance
right asset recognized as end of lease income. The reduction of the maintenance right asset represents
improvements which were expected to be made to the aircraft as of the acquisition date but did not occur
over the term of the lease.
For end of lease return condition (EOL) leases, at the expiration of the leases, the CA Group obtains from
the lessees detailed information regarding the maintenance condition of the aircraft. When the
maintenance right asset is settled through an improved aircraft at the end of the lease, the maintenance
right is relieved, and an aircraft component is recorded to the extent the improvement is substantiated and
deemed to otherwise meet the CA Group’s capitalization policy for major maintenance. When the
maintenance right asset is settled through a cash payment from the lessee, the cash payment from the
lessee is applied to the maintenance right asset. Cash received in excess of the maintenance right asset is
recorded as end of lease income. Thereafter, the amortization policy as noted previously will be followed.
In the event an EOL lessee notifies the CA Group of a qualifying maintenance event during the lease term,
the qualifying costs will be reclassified from the maintenance right asset to a component of the aircraft at
the time of the qualifying event.
For EOL lessees, if the CA Group is obligated under the terms of the lease to pay the lessee based on an
aircraft being returned in an improved condition, a liability is recorded for the estimated amount to be paid
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when the amount is both probable and estimable. When the amount is paid to the lessee, an offset is taken
against the maintenance liability. If the CA Group makes a payment that does not fully offset the liability
(but fully relieves its contractual obligation), the remainder of the liability would be relieved through end
of lease income. To the extent the payment made is in excess of the obligation previously recorded, the
difference will be capitalized to the extent the improvements are substantiated and meet capitalization
requirements.
Debt
Debt is carried at its principal amount borrowed, including unamortized discounts and premiums, and
deferred financing charges, where applicable. The amount of discounts and premiums are amortized over
the period the debt is outstanding using the effective interest method. The costs incurred for issuing debt are
capitalized and amortized as an increase to interest expense over the life of the debt using the effective
interest method.
Taxation
Income tax expense comprises current and deferred tax. Income tax expense is recognized in the
consolidated statement of income and other comprehensive income except to the extent that it relates to
items recognized directly in equity, in which case it is recognized in equity. The CA Group recognizes
an uncertain tax benefit only to the extent that it is more likely than not that the tax position will be
sustained on examination by the taxing authorities, based on the technical merits of the position.
Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or
substantively enacted at the reporting date, and any adjustment to tax payable in respect of previous years.
Deferred tax assets and liabilities are recognized for the future tax consequences attributable to differences
between the financial statement carrying amounts of existing assets and liabilities and their respective tax
bases and operating loss and tax credit carry forwards. Deferred tax assets and liabilities are measured
using enacted tax rates expected to apply to taxable income in the years in which those temporary
differences are expected to be recovered or settled. The effect on deferred tax assets and liabilities of a
change in tax rates is recognized in income in the period that includes the enactment date. Deferred income
tax assets attributable to unutilized losses carried forward or other timing differences are reduced by a
valuation allowance if it is more likely than not that such losses will not be utilized to offset future taxable
income. The key judgements associated with the accounting for valuation allowances in respect of
deferred tax assets relate primarily to:
• Profit projections which are consistent with forecasts used to support other areas of financial reporting
such as impairment analysis;
• Contractually committed lease agreements which support a future income stream in excess of the costs
required to service the lease; and
• Assumed disposal proceeds.
Rental Income
At lease inception, the CA Group reviews all necessary criteria to determine proper lease classification.
Revenue under operating leases is generally recognized as rental income on a straight-line basis over the
lease term. Usage rent is calculated based on hourly usage or cycles operated, depending on the lease
agreement. Usage rent is recorded as revenue as it is earned under the terms of the lease. Rent earned but
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not received are recorded in trade receivables and rent received but unearned are recorded in deferred
rental income on the Consolidated Balance Sheet until they are earned.
The CA Group periodically evaluates the collectability of the operating lease contracts to determine the
appropriate revenue recognition and measurement model to apply to each lessee. Accrual-based revenue
recognition ceases on an operating lease contract when the collection of the rental payments is no longer
probable and thereafter rental revenues are recognized using a cash receipts basis (“Cash Accounting”).
At each reporting date, the CA Group applies significant judgment in assessing whether operating rental
payments are probable of collection by reference to the credit status of each lessee, including lessees in
bankruptcy-type arrangements, the extent of overdue balances and other relevant factors. In the period
when collection of lease payments is no longer probable, any difference between revenue amounts
recognized to date under the accrual method and payments that have been collected from the lessee,
including security deposit amounts held, is recognized as a current period adjustment to lease revenue.
Subsequently, revenues are recognized based on the lesser of the straight-line rental income or the lease
payments collected from the lessee until such time that collection is probable.
Under most of our aircraft leases, the lessee is responsible for maintenance, repairs and other operating
expenses during the term of the lease. Under the provisions of many of the leases, the lessee is required to
make payments of supplemental maintenance rents which are calculated with reference to the utilization
of the airframe, engines and other major life-limited components during the lease. The CA Group records
as lease revenue all supplemental maintenance rent receipts not expected to be reimbursed to the lessee.
Other income consists of interest revenue, management fee revenue, lease termination fees, insurance
proceeds, and income related to other miscellaneous activities. Interest revenue from secured loans, notes
receivable and other interest-bearing instruments is recognized using the effective yield method as interest
accrues under the associated contracts. Management fee revenue is recognized as income as it accrues
over the life of the contract. Income from the receipt of lease termination penalties is recorded at the time
cash is received or when the lease is terminated, if revenue recognition criteria are met.
Allowance for credit losses
The CA Group is exposed to credit losses on its net investment in finance leases, loan receivables from
customers and lease deferrals provided to its airline customers. The CA Group’s investment in finance
leases, loan receivable and lease deferrals credit exposure reflect the risk that its customers fail to meet their
payment obligations and the risk that the aircraft value in a finance lease is less than the unguaranteed
residual value.
The CA Group estimates the expected risk of loss over the remaining life of a lease using a probability of
default and net exposure analysis. The probability of default is estimated based on historical cumulative
default data, adjusted for current conditions of similarly risk rated counterparties over the contractual term.
The net exposure is estimated based on the exposure, net of collateral, including security deposits and
maintenance-related deposits and aircraft where applicable, over the contractual term.
Current expected credit loss provisions are included in the rental income from operating and finance leases
in the CA Group’s Consolidated Income Statement, with a corresponding allowance for credit loss amount
reported as a reduction in the carrying amount of the net investment in finance leases, loan receivables which
are included in other assets and lease deferrals which are included in trade receivables on the balance sheet.
A write-off is recognized when all or part of the investment in net finance leases, loan receivable asset or
lease deferrals is deemed uncollectable. Write-offs are charged against previously established allowances
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for credit losses. Partial or full recoveries of amounts previously written off are generally recognized as a
reduction in the provision for credit losses. Please refer to Note 8—Allowance for credit losses for further
details.
Derivative Financial Instruments
The CA Group uses derivative financial instruments to manage its exposure to interest rate risk. Such
derivative financial instruments are initially recognized at fair value on the date on which a derivative
contract is entered into and are subsequently re-measured at fair value. Derivatives are carried as assets when
the fair value is positive and as liabilities when the fair value is negative.
Derivative instruments designated in a hedge relationship to mitigate exposure to variability in expected
future cash flows, or other types of forecasted transactions, are considered cash flow hedges. Cash flow
hedges are accounted for by recording the fair value of the derivative instrument on the balance sheet as
either a freestanding asset or liability. Changes in the fair value of a derivative that is designated and qualifies
as an effective cash flow hedge are recorded in accumulated other comprehensive income (loss), net of tax,
until earnings are affected by the variability of cash flows of the hedged item. Any derivative gains or losses
that are not highly effective in hedging the variability of expected cash flows of the hedged item or that do
not qualify for hedge accounting treatment are recognized directly into income.
At the hedge’s inception and at least every reporting period thereafter, a formal assessment is performed to
determine whether changes in cash flows of the derivative instrument have been highly effective in offsetting
changes in the cash flows of the hedged items and whether they are expected to be highly effective in the
future. The CA Group discontinues hedge accounting prospectively when (i) it determines that the derivative
is no longer effective in offsetting changes in the cash flows of a hedged item; (ii) the derivative expires or
is sold, terminated, or exercised; or (iii) it determines that designating the derivative as a hedging instrument
is no longer appropriate. In all situations in which hedge accounting is discontinued and the derivative
remains outstanding, the derivative instrument is carried at its fair market value on the balance sheet with
changes in fair value recognized in current-period earnings. The remaining balance in accumulated other
comprehensive income (loss) associated with the derivative that has been discontinued is not recognized in
the income (loss) statement unless it is probable that the forecasted transaction will not occur. Such amounts
are recognized in earnings when earnings are affected by the hedged transaction.
Fair Value of Measurements
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The CA Group determines fair value
based on assumptions that market participants would use in pricing an asset or liability in the principal or
most advantageous market. When considering market participant assumptions in fair value measurements,
the following fair value hierarchy distinguishes between observable and unobservable inputs, which are
categorized into one of the following levels:
Level 1 –Quoted prices in active markets for identical assets or liabilities.
Level 2 –Observable inputs other than Level 1 prices such as quoted prices for similar assets or liabilities;
quoted prices in markets that are not active; or other inputs that are observable or can be corroborated by
observable market data for substantially the full term of the assets or liabilities.
Level 3 –Unobservable inputs that are supported by little or no market activity and that are significant to
the fair value of the assets or liabilities.
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Foreign Currency Transactions
All of the CA Group’s lessees pay in U.S.dollars. Certain expenses are paid in foreign currencies and are
recorded at the U.S.dollar equivalent on the payment date of that transaction. Monetary assets and
liabilities denominated in foreign currencies are re-measured into U.S. dollars at the exchange rate
prevailing at the balance sheet date. All resulting exchange gains and losses are recorded in administrative
and other expenses in the Consolidated Statements of Income.
Equity
Common shares are classified as equity. Incremental costs directly attributable to the issue of common shares
are recognized as a deduction from equity, net of any tax effects.
Reportable segments
The CA Group manages its business and analyze and report its results of operations on the basis of one
business segment: leasing, financing, sales and management of commercial aircraft and engines.
Recently Issued Accounting Standards
ASU 2021-05, Lessors – certain leases with variable lease payments (Topic 842)
In July 2021, the FASB issued ASU 2021-05, Lessors – certain leases with variable lease payments (Topic
842). The new guidance is effective for reporting periods beginning after December 15, 2021, with early
adoption permitted. The CA Group has early adopted the new guidance. The guidance has amended the
lease classification requirements for lessors to align them with practice under Topic 840. The guidance
requires lessors to classify and account for a lease with variable lease payments that do not depend on a
reference index or a rate as an operating lease if both the lease would have been classified as a sales-type
lease or a direct financing lease in accordance with the classification criteria in Topic 842 and the lessor
would have otherwise recognized a day-one loss. The CA Group has reviewed the impact of the initial
application of amendments and determined that there is no significant impact for the CA Group.
ASU 2020-06, Distinguishing between liabilities and equity (Topic 470)
In August 2020, the FASB issued ASU 2020-06, Distinguishing between liabilities and equity (Topic
470). The new guidance is effective for reporting periods beginning after December 15, 2021, with early
adoption is permitted for fiscal years beginning after December 15, 2020. The CA Group has early adopted
the new guidance. The ASU simplifies an issuer’s accounting for convertible instruments by eliminating
two of the three models in ASC 470-20 that require separate accounting for embedded conversion features.
The guidance simplifies the settlement assessment that entities are required to perform to determine
whether a contract in their own equity qualifies for equity classification. The guidance requires entities to
use the if-converted method for all convertible instruments in the diluted EPS calculation and include the
effect of potential share settlement (if the effect is more dilutive) for instruments that may be settled in
cash or shares, except for certain liability-classified share-based payment awards. The CA Group has
reviewed the impact of the initial application of amendments and determined that there is no significant
impact for the CA Group.
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Note 3 – Cash and Cash Equivalents
The CA Group maintains various cash accounts as required by the lenders and the facility providers,
including collateral accounts, security deposit accounts and maintenance reserve accounts
The CA Group held cash and cash equivalents of $156.3 million at December 31, 2021.
The CA Group did not have any restricted cash at December 31, 2021
Note 4 –Flight Equipment held for Operating Leases, net
Movements in flight equipment held for operating leases during the period ended December 31, 2021
were as follows (U.S. dollars in thousands):
Net book value at Inception
Additions
Depreciation
Net book value at end of period

$
$

2,056,612
(18,560)
2,038,052

Accumulated depreciation

$

(18,560)

As of December 31, 2021, the CA Group’s aircraft portfolio consisted of 63 aircraft on lease to 13 different
lessees in 10 different countries and one aircraft was off lease.
The following table sets forth the regional concentration based on each lessee's principal place of business
of the CA Group’s flight equipment held for operating leases based on net book value as of December 31,
2021 (U.S. dollars in thousands, except percentages):
Region

Net Book Value

Europe, Middle East and Africa (EMEIA)
Asia Pacific (APAC)
Americas
Off lease
Total

$

$
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155,959
1,126,283
731,418
24,392
2,038,052

% of Total
8%
55
36
1
100 %

Note 5 – Maintenance Right Assets and Lease Premiums, net
As of December 31, 2021, lease premium and maintenance right asset/liability were as follows (U.S.
dollars in thousands):
Lease Premium
Cost:
Balance at beginning of period
Addition
Write off
Amortization charge for the period

$

Maintenance Right Asset

106,850
(3,366)
103,484

$

$

$

240,083
(16,672)
223,411

Note 6 – Net Investment in Finance lease
As of December 31, 2021, two aircraft leases were accounted for as finance leases. The following tables
list the components of the net investment in finance lease (U.S. dollars in thousands):
Total lease payments to be received
Less: Unearned income
Allowance for credit losses
Net investment in finance lease

$
$

88,439
(18,276)
70,163

At December 31, 2021, future scheduled minimum lease payments to be received under finance leases
were as follows (U.S. dollars in thousands):
2022
2023
2024
2025
Thereafter
Undiscounted cash flows receivable
Less: Unearned income
Allowance for credit losses
Total

$

$

13,132
12,563
12,003
11,423
39,318
88,439
(18,276)
70,163

Note 7 – Other Assets
At December 31, 2021, the principal components of the CA Group’s other assets were as follows (U.S.
dollars in thousands):
Interest receivables
Loan receivables, net
Other assets
Total

$

$
20

2,023
126,171
8,017
136,211

Loan receivables of $126.2 million is presented net of unamortized upfront fees and re-measurement
adjustments (the “Loan Adjustments”). The net loan receivable amounts consist of $66.7 million to an
Asia Pacific based airline and $59.4 million to two EMEIA based lessors.
The loan provided to the Asia Pacific based airline accrues interest at a fixed rate of 11.75% per annum
and is secured by charges over intellectual property of the airlines and aircraft inventory. As of December
31, 2021, $66.7 million is drawn down and undrawn portion of $33.4 million. Loans of $72.0 million
provided to two EMEIA based lessors accrues interest at a fixed rate of 8% per annum and are secured
against aircraft owned by the lessors. As of December 31, 2021, there are no undrawn amounts or available
commitments under these loans.
The following table provides a summary of the anticipated principal payments under outstanding loan
receivables as of December 31, 2021 (U.S. dollars in thousands):
Maturities
2022
2023
2024
2025
2026
2027
2028
2029
Loan Adjustments
Total

$

$

66,667
48,000
24,000
(12,496)
126,171

Other assets of $8.0 million consists of VAT receivable and debt costs associated with the secured
revolving credit facility.
Note 8 – Allowance for credit losses
As of December 31, 2021, no expected credit loss was recognized for loan receivables and net investment
in finance leases. An evaluation in accordance with ASC 326 Financial Instruments – Credit Losses was
completed, and it was deemed that no expected credit loss was required.
As of December 31, 2021, trade receivables of $18.0 million was presented net of an expected credit loss on
lease deferrals and an allowance for bad debts on lease receivables. Expected credit losses and the allowance
for bad debts have been evaluated in accordance with the accounting policy in Note 2.
Balance (Gross)
Allowance for bad debts
Expected credit loss
Total

$
$

Lease deferrals
59,520
(43,237)
16,283
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Trade Receivables
$
2,960
(1,208)
$
1,752

Note 9 – Maintenance liability
Movements in accrued maintenance liability during the period from Inception to December 31, 2021 were
as follows (U.S. dollars in thousands):
Balance at Inception
Maintenance liability assumed
Maintenance payments received
Maintenance payments returned
Release to income other than upon sale
Lessor contribution, top ups and other

$

49,866
2,437
(13,476)
-

Maintenance liability at end of period

$

38,827

Note 10 – Debt
The CA Group’s outstanding indebtedness consists of senior unsecured notes (“HYB”), senior secured
term loan B (“TLB”), a term loan facility (“TL”) and a secured revolving credit facility (“RCF”) (together
the “Debt”).
The outstanding principal balances, unamortized discount, legal maturity dates and interest rates of the
Debt at December 31, 2021 were as follows (U.S. dollars in thousands):
Type
Unsecured
HYB
Secured
TLB
TL
RCF
Total Secured

Maturity

Interest Rate

4/2027

5.00%

10/2026
5/2024
12/2024

3 month LIBOR (0.5% floor) + 2.75%
1 month LIBOR + 2.15%
3 month LIBOR (0.5% floor) + 2.00%

Accrued interest
Debt issuance costs and debt discounts
Total debt
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Balance as of
December 31, 2021
$

420,000

$

1,177,050
244,800
31,000
1,872,850

$

6,813
(40,051)
1,839,612

Interest and principal payments on the Debt for the period from Inception to December 31, 2021 were as
follows (U.S. dollars in thousands):
Interest
HYB
TLB
TL
RCF
Total interest expense and principal repayment

$

5,753
893
-

Principal
$
2,950
1,643
-

$

6,646

$

4,593

The total interest expense for the period from Inception to December 31, 2021 was comprised of the
following (U.S. dollars in thousands):
HYB
TLB
TL
RCF
Amortization of debt issuance cost
Derivatives
Total

$

$

4,083
7,453
1,151
772
1,563
2,339
17,361

On the Closing date, CAF DAC issued a HYB which is guaranteed on a senior unsecured basis by the
Company and certain subsidiaries of CAF DAC.
On the Closing date, the CA Group entered into a TLB and TL which are secured by, among other things,
52 and 11 aircraft, respectively.
On the Closing date, the CA Group entered into a RCF which is secured by, among other things, one of
the aircraft owned by the CA Group. As of December 31, 2021, $31.0 million was drawn down from RCF
leaving an undrawn amount of $719.0 million.
At December 31, 2021, the CA Group remained in compliance in all material respects with the covenants
in the agreements governing its Debt.
Maturities of debt outstanding as of December 31, 2021 are as follows (U.S. dollars in thousands):
2022
2023
2024
2025
2026
Thereafter
Total

$

$

23

21,247
21,658
237,295
11,800
1,160,850
420,000
1,872,850

Note 11 – Rental and Other Income by Geographical Region
The following table details rental and other income, net of expected credit losses, provision for bad debts
and bad debt recoveries, by geographical source during the period from Inception to December 31, 2021
(U.S. dollars in thousands):
Rental and other
income

Region
Europe, Middle East and Africa
Asia Pacific (APAC)
Americas
Lease premium amortization (Note 5)
Total

$

$

3,518
26,852
14,819
(3,366)
41,823

During the period from Inception to December 31, 2021, the CA Groups’ top five lessees accounted for
84% of total operating lease revenue and three airlines each accounted for 10% or more of total operating
lease revenue at 29%, 25% and 19%.
At December 31, 2021, future scheduled minimum lease payments to be received under operating leases
were as follows (U.S. dollars in thousands):
2022
2023
2024
2025
Thereafter
Total

$

222,033
224,198
229,197
209,121
1,314,744
2,199,293

$

At December 31, 2021, 24 of the operating leases provide for unexpired extension options and one of the
operating leases provides for an unexpired early termination option.
Note 12 – Derivative Financial Instruments
The CA Group entered into interest rate swaps to hedge the current and future interest rate payments on
TLB. As of December 31, 2021, the underlying variable benchmark interest rate under the interest swaps
was three-month U.S. dollar LIBOR.
The counterparties to the interest rate swaps are major international financial institutions. The CA Group
continually monitors its positions and the credit ratings of the counterparties involved and limit the amount
of credit exposure to any one party. The CA Group could be exposed to potential losses due to the credit
risk of non-performance by these counterparties. The CA Group has not experienced any losses to date.
The following table presents, as of December 31, 2021, the notional amounts and estimated fair values of
the CA Group’s derivatives (U.S. dollars in thousands):
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Notional
Amounts
Derivative liabilities designated as
accounting cash flow hedges:
Interest rate swaps

Estimated
fair value
$(18,404)

$860,000

The CA Group recorded $1.3 million in other comprehensive loss related to interest rate swaps and
reclassified $0.5 million from AOCI to interest expense for the period from Inception through December
31, 2021.
Note 13 – Income Taxes
The following table presents the CA Group’s income tax (benefit) / expense for the period from Inception
to December 31, 2021 (U.S. dollars in thousands):
Current tax expense
Deferred tax benefit
Provision for income taxes

$

(28,462)
(28,462)

$

The following table provides a reconciliation of the statutory income taxes for the period from Inception
to December 31, 2021 (U.S. dollars in thousands):
Effective rate reconciliation
Earnings before income tax
Expected tax at 12.5%

$

Non-taxable foreign income
Fair value uplift on aircraft
Income taxed at higher rate
Derecognition of previously recognized deferred tax asset in
acquired subs
Current year unrecognized deferred tax asset
Recognition of deferred tax asset
Income tax benefit
$

76
10
(738)
21,020
1,638
4,426
1,446
(56,264)
(28,462)

The calculation of income for tax purposes differs significantly from income recorded in the financial
statements. Deferred tax is recorded to reflect the impact of temporary differences between the amounts
of assets and liabilities for financial reporting purposes and such amounts as measured under tax law in
the various jurisdictions. Tax loss carry forwards and accelerated tax depreciation on flight equipment
held for operating leases give rise to the most significant timing differences.
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The following tables provide details regarding the principal components of the CA Group’s deferred tax
(assets) and liabilities as of December 31, 2021 (U.S. dollars in thousands):
Tax written down value in excess of net
book value at higher rate
Losses forward at higher rate
Tax written down value in excess of net
book value at standard rate
Losses forward at standard rate
Deferred tax (assets), net

$

$

39,939
(93,149)
20,098
(6)
(33,118)

As of December 31, 2021, the CA Group had total recognized and unrecognized net operating loss
carryforwards of $467.6 million, all of which can be carried forward indefinitely.
The CA Group’s primary tax jurisdiction is Ireland. The tax returns in Ireland for Castlelake Aviation
Limited and the entities that were incorporated in 2021 are open for examination by the Irish Revenue
from 2021 onwards. There were a number of existing entities which were acquired by Castlelake Aviation
Limited in 2021; tax returns for these entities remain open for enquiries by Irish Revenue for four years
from the end of the year in which a particular return is filed.
At December 31, 2021, substantially all of the unrecognized tax benefits if recognized, would impact the
CA Group’s effective tax rate. Although it is reasonably possible that a change in the balance of
unrecognized tax benefits may occur within the next 12 months, based on the information currently
available, the CA Group does not expect any change to be material to the consolidated financial position.
Note 14 – Commitments and Contingencies
As of December 31, 2021, the CA Group entered into purchase and leaseback transactions for 28 aircraft,
of which five transactions were completed after December 31, 2021. Commitments for the acquisition of
these aircraft, calculated at an estimated aggregate purchase price (including adjustments for anticipated
inflation) of approximately $1.8 billion as of December 31, 2021 were as follows (U.S. dollars in
thousands):
2022
2023
2024
2025
2026
Thereafter

$

$

313,667
174,000
1,310,854
1,798,521

The final purchase prices can vary due to a number of factors, including inflation.
As of December 31, 2021, all debt was guaranteed by the Company, the respective CA Group borrower
or issuer and their subsidiaries.
The CA Group may be involved in legal and administrative proceedings that arise from time to time in
the normal conduct of business. No provision for any liability has been recorded in the accompanying
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financial statements, and the CA Group believes that the ultimate disposition of any such matters will not
have a material adverse effect on the financial position or results of operations of the CA Group.
Note 15 – Related Parties
Pursuant to various servicing agreements as well as pursuant to a management agreement, affiliates of
Castlelake perform aircraft, lease and administrative services for the CA Group. The CA Group incurred
Servicer fees in the amount of $1.8 million during the period from the Inception to December 31, 2021.
As of December 31, 2021, accrued but unpaid Servicer fee balance was $0.9 million which was
subsequently paid in 2022.
Note 16 – Fair value measurements
Assets and Liabilities Measured at Fair Value on a Recurring and Non-recurring Basis
The CA Group has interest rate swaps and the fair value of the swap as interest rate hedge derivative is
categorized as a Level 2 measurement in the fair value hierarchy and is measured on a recurring basis. As
of December 31, 2021 the estimated fair value of the interest rate swap derivative liability was $18.4
million.
The CA Group also measures the fair value of flight equipment on a non-recurring basis, when U.S. GAAP
requires the application of fair value, including when events or changes in circumstances indicate that the
carrying amounts of the assets may not be recoverable. The CA Group develops the assumptions used in
the fair value measurements. Therefore, the fair value measurements of flight equipment are classified as
Level 3 valuations.
Financial Instruments Not Measured at Fair Values
The following financial instruments are not measured at fair value on the CA Group’s Consolidated
Balance Sheet at December 31, 2021, but require disclosure of their fair values: cash and cash equivalents.
The estimated fair value of such instruments at December 31, 2021 approximates the carrying value as
reported on the Consolidated Balance Sheet. The fair value of all these instruments would be categorized
as Level 1 in the fair value hierarchy.
Note 17 – Subsequent Events
In January 2022, the CA Group entered into purchase and leaseback transactions for 10 aircraft, of which
two of the transactions were completed as of the report date. Three of these transactions are estimated to
be completed during the remainder of the year 2022 and the timing of the remaining five transactions have
not been determined yet.
On February 25, 2022, the European Union adopted Regulation 2022/328, as part of its package of
sanctions and export controls imposed in response to the Russian government’s actions involving Ukraine.
The regulation takes effect as of February 26, 2022 and includes the following provisions;
 It shall be prohibited to provide insurance and reinsurance, directly or indirectly, in relation to
aircraft to any person, entity or body in Russia or for use in Russia, with immediate effect.
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 It shall be prohibited to sell, supply, transfer or export, directly or indirectly, goods and technology
suited for use in aviation or the space industry to any natural or legal person, entity or body in
Russia or for use in Russia, with effect from March 26, 2022.
 It shall be prohibited to provide any one or any combination of the following activities: overhaul,
repair, inspection, replacement, modification or defect rectification of an aircraft or component to
any natural or legal person, entity or body in Russia or for use in Russia, with immediate effect.
The United States and United Kingdom have imposed similar sanctions and export controls on Russia and
Russian businesses and individuals.
During the period from the Inception through December 31, 2021, the CA Group noted there was no
aircraft on lease to Russian lessees. Given the uncertainty surrounding the crisis, it is not yet fully known
how the crisis will impact the future development of the CA Group.
On March 14, 2022, one aircraft was delivered to a lessee based in the United States.
The CA Group has evaluated the effects of events that have occurred subsequent to December 31, 2021
and through March 29, 2022. This evaluation includes a review of leasing activity, payment performance
of lessees and disbursements made subsequent to year end. During this period, the CA Group is not aware
of any additional material events that would require recognition or disclosure in the December 31, 2021
financial statements, other than the matters presented elsewhere in the financial statements.
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