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’ Challenge Aviation Holding Limited
Consolidated annual report and financial statements for the year ended 31 December 2024

Directors’ report

The directors present their report and the audited consolidated financial statements for the year
ended 31 December 2024. '

Principal activity

Challenge Aviation Holding Limited is registered in Malta as a limited liability company under the
Companies Act, (Cap. 386) with registration number C 74987. The Company was incorporated in Malta
on 28 March 2016. The Company’s activity, which remains unchanged since last year, is the holding
of investments in subsidiaries. The Group’s primary activity is the leasing of aircraft, focusing on
wide-body freighters and aircraft engines to global airlines and cargo operators.

Review of the business

During the year ended 31 December 2024, Challenge Aviation Holding Limited continued to strengthen
its position as a leading lessor of wide-body freighters and aircraft engines in the global aviation
market. The Group’s profit after tax amounted to USD 11,223,657 (2023: USD 18,962,780), reflecting
stable operational performance amid continued global air cargo demand.

Fleet and Operations

As at 31 December 2024, the Group’s fleet comprised 9 wide-body freighters and 6 spare aircraft
engines. The fleet remained fully operational, reflecting strong demand from airline and cargo
operators. The Group maintained rigorous maintenance and safety programs to ensure all aircraft
and engines complied with international aviation standards.

Market Trends and Strategy

The global air cargo market continued to show resilience, driven by e-commerce growth and supply
chain expansion. Demand for wide-body freighters remained robust, with airlines more capacity. The
Group strategically focused on acquiring and leasing mid-life freighters and high-demand engines,
positioning itself to benefit from market trends and evolving airline requirements.

Financial and Operational Highlights

« Revenue from aircraft and spare engine leasing increased by 20% compared to the prior year;

 During the year, the Company reported EBITDA of USD 37 million (2023: USD 36.5 million), reflecting
a 1.7% increase over the previous year;

» Spare engine leasing contributed to 11% of total revenue, demonstrating a strong market demand
for spare engine leasing;

« During 2024, investment in fleet expansion and modernization amounted to USD 122 million (2023:
USD 23 million), ensuring long-term competitiveness;

» No aircraft or engine disposals occurred during the year, maintaining fleet size and capability.

Outlook

Looking ahead, the Group expects sustained demand for air cargo services and engine leasing.
Strategic focus will remain on fleet optimization, long-term lease agreements, and risk management,
including monitoring credit exposures and market conditions. The Board remains confident in the
Group’s ability to deliver steady returns and enhance shareholder value while maintaining operational
excellence.
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Risk assessment

The Group is exposed to risks inherent to the aviation leasing industry and the broader financial
environment. These risks can be summarised as follows:

(i) Strategic risk
Strategic risks include market demand fluctuations for cargo aircraft, lease rate volatility, and
competition from other lessors. The Group mitigates these risks by maintaining a diversified portfolio
of wide-body freighters, securing long-term lease contracts, and regularly reviewing market trends.

(i) Operational risk
Operational risks include aircraft maintenance, technical failures, regulatory compliance, and lessee
performance. The Group manages these risks through comprehensive maintenance programs, strict
safety and compliance policies, and continuous monitoring of lessee creditworthiness.

(iii) Financial risk
The Group’s activities potentially expose it to financial risks, namely market risk (including cash flow
interest rate risk), credit risk, and liquidity risk. A detailed analysis of the Group’s financial risk is
disclosed in Note 2 to the financial statements.

(iv) Residual value

Aircraft and engine residual values may fluctuate due to market conditions. The Group mitigates this
by:

» Diversifying the fleet across aircraft types, models, and age.
» Performing regular market valuations to inform asset management decisions.
» Leasing primarily to operators with established financial strength to reduce repossession risk.

The Board reviews risk management strategies regularly and ensures that internal controls are in
place to minimize exposure to these risks while supporting sustainable growth.

Results and dividends

The statement of comprehensive income are set out on pages 6. During 2024, the directors did not
recommend a payment of a dividend.

Directors

The directors of the Company who held office during the year were:
Yossi Shoukroun

Colin Gregory

Didier Fernand P. Henet

Under the provisions of the Company’s Memorandum and Articles of Association, the present directors
continue in office.

The Company secretary during the year was Sarah Abela.
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Statement of directors’ responsibilities for the financial statements

The directors are required by the Maltese Companies Act, 1995 to prepare financial statements which
give a true and fair view of the state of affairs of the Group and the parent Company as at the end
of each reporting period and of the profit or loss for that period.

In preparing the financial statements, the directors are responsible for:

+ ensuring that the financial statements have been drawn up in accordance with International
Financial Reporting Standards as adopted by the EU;

» selecting and applying appropriate accounting policies;

» making accounting estimates that are reasonable in the circumstances;

e ensuring that the financial statements are prepared on the going concern basis unless it is
inappropriate to presume that the Group and the parent Company will continue in business as a
going concern.

The directors are also responsible for designing, implementing and maintaining internal control as
the directors determine is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error, and that comply with the Maltese
Companies Act, 1995. They are also responsible for safeguarding the assets of the Group and the
parent Company and hence for taking reasonable steps for the prevention and detection of fraud and
other irregularities.

Auditors

The auditors, PricewaterhouseCoopers, have indicated their willingness to continue in office and a
resolution for their re-appointment will be proposed at the Annual General Meeting.

Colin Gregory Yossi Shoukroun
Director Director

Registered office:

Level 5, Skyparks Business Centre,
Malta International Airport,

Luga, LQA 4000,

Malta

23 October 2025
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Consolidated statement of financial position

ASSETS

Non-current assets

Property, plant and equipment
Right-of-use asset

Other financial assets at amortised cost
Trade and other receivables

Total non-current assets

Current assets

Other financial assets at amortised cost
Trade and other receivables

Cash and cash equivalents

Total current assets

Total assets

Notes

~N o~ U

~ o

As at 31 December

As at 1 January

2024
usb

270,403,819

15,190,727
14,568,000

2023
usb
(restated)

168,425,014

11,957,541
14,568,000

2023
usD
(restated)

157,151,095
994,053
8,159,495
16,204,589

300,162,546

194,950,555

182,509,232

78,354 4,028,612 4,047,848
39,474,147 49,979,092 25,097,578
7,973,429 32,981,898 54,230,504
47,525,930 86,989,602 83,375,930
347,688,476 281,940,157 265,885,162
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EQUITY AND LIABILITIES
Equity

Share capital

Retained earnings

Total equity

Non-current liabilities
Borrowings

Deferred tax liability
Lease liability

Trade and other payables

Total non-current liabilities

Current liabilities
Borrowings

Lease liability

Trade and other payables
Current tax liability

Total current liabilities

Total liabilities

Total equity and liabilities

Notes

10
1

10

12

As at 31 December

As at 1 January

2024 2023 2023

uspb ush usD
(restated) (restated)

1,338 1,338 1,338
110,925,343 99,701,686 80,738,906
110,926,681 99,703,024 80,740,244
139,524,079 86,351,967 61,541,894
7,218,729 5,657,491 5,525,234

- - 540,000
19,554,160 14,828,621 55,148,626
166,296,968 106,838,079 122,755,754
14,471,066 12,255,572 3,674,180
- : 1,031,400
54,786,597 61,138,421 54,557,650
1,207,164 2,005,061 3,125,934
70,464,827 75,399,054 62,389,164

236,761,795

182,237,133

347,688,476

281,940,157

185,144,918

265,885,162

The accompanying notes form an integral part of these financial statements.

The rate of exchange between the US Dollar and the euro issued by the European Central Bank as at
31 December 2024 was €1: USD 1.039 (2023: €1: USD 1.105). These financial statements on pages 4
to 33 were approved and authorised for issue by the board of directors on 23 October 2025 and signed

on its behalf by:

A

Colin Gregory
Director

y i

0ssi Shoukroun

Director
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Consolidated statement of comprehensive income

Year ended 31 December

2024 2023

Notes usb usb
(restated)

Revenue 13 36,277,169 30,097,634
Cost of sales 14 (20,594,716)  (11,965,973)
Gross profit 15,682,453 18,131,661
Administrative expenses 14 (3,530,375) (4,217,643)
Other income 15 4,647,661 9,958,626
Operating profit 16,799,739 23,872,644
Net finance expenses 16 (3,574,818) (4,259,110)
Profit before tax 13,224,921 19,613,534
Tax expense 17 (2,001,264) (650,754)
Profit for the year - other comprehensive income 11,223,657 18,962,780

The accompanying notes form an integral part of these financial statements.



Challenge Aviation Holding Limited
Consolidated annual report and financial statements for the year ended 31 December 2024

Consolidated statement of changes in equity

Balance as at 1 January
- as previously reported
- effect of restatements

as restated

Comprehensive income
Profit for the year

Balance as at 31 December 2023 (restated)

Balance as at 1 January 2024

Comprehensive income
Profit for the year

Balance as at 31 December 2024

Share Revaluation Retained
Note  capital reserve earnings Total
usD usb usb usb
1,338 12,185,891 8,032,256 20,219,485
1 (12,185,891) 72,706,650 60,520,759
1,338 - 80,738,906 80,740,244
- 18,962,780 18,962,780
1,338 - 99,701,686 99,703,024
1,338 99,701,686 99,703,024
11,223,657 11,223,657
1,338 - 110,925,343 110,926,681

The accompanying notes form an integral part of these financial statements.
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Consolidated statement of cash flows

Notes

Cash flows from operating activities

Cash generated from operations 18
Finance expenses

Tax paid

Net cash generated from operating activities

Cash flows from financing activities
Proceeds from loans from group companies
Proceeds from bank loans

Payments of lease liabilities

Repayments of loans from group companies
Repayments of bank loans

Repayments of third party loans

Net cash generated from/(used in) financing activities

Cash flows from investing activities

Amounts advanced to group companies

Repayment of amounts advanced to group companies
Payments to acquire property, plant and equipment

Amounts advances to acquire property, plant and
equipment

Net cash used in investing activities

Movement in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year 8

Year ended 31 December

2024 2023
usD UsD
46,466,250 32,081,186
(3,574,818)  (4,259,110)
(1,237,926)  (1,228,225)
41,653,506 26,593,851
67,892,163 49,521,402
8,598,412 36,528,005

5 (900,000)

(6,493,559)  (98,667,804)
(10,829,525)  (3,992,297)
(3,779,885)  (3,605,917)
55,387,606  (21,116,611)
- (3,778,805)

717,068 -
(122,341,649)  (22,947,041)
(425,000)

(122,049,581)  (26,725,846)

(25,008,469)

32,981,898

(21,248,606)

54,230,504

7,973,429

32,981,898

The accompanying notes form an integral part of these financial statements.
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Notes to the consolidated financial statements

1.

Summary of material accounting policies

The principal accounting policies applied in the preparation of these financial statements are
set out below. These policies have been consistently applied to all the years presented, unless

otherwise stated.

1.1 Basis of preparation

Basis of measurement and statement of compliance

The financial statements are prepared in accordance with the requirements of International
Financial Reporting Standards (IFRS) as adopted by the EU and with the requirements of the
Maltese Companies Act (Cap. 386). They have been prepared under the historical cost

convention.

As at 31 December 2024, the Group registered a net liability current position of USD 22,938,897.
The Group envisages that a significant level of earnings will be generated throughout the
forthcoming financial year by its subsidiaries, which will enable the Group to manage
effectively its forecasted cash flows and liquidity needs. On this basis, these financial
statements have been prepared on a going concern basis which assumes that the Group will

continue in operational existence for the foreseeable future.

Transition to IFRS

These financial statements are the first financial statements that the Group has prepared in
accordance with IFRS as adopted by the EU. The Group previously prepared its financial
statements in accordance with General Accounting Principles for Small and Medium Entities

(GAPSME).

The date of transition to IFRS is 1 January 2023, and the Group has applied IFRS 1 First-time
Adoption of International Financial Reporting Standards in preparing these financial
statements. An explanation of how the transition from GAPSME to IFRS has affected the

Company’s financial position, financial performance, and cash flows is provided below.

Reconciliations

As required by IFRS 1, the following reconciliations explaining the impact on transition, have

been presented below:

o Reconciliation of the statement of financial position, specifically explaining the impact
on property, plant and equipment and equity at 1 January 2023 and as at 31 December
2023,

o Reconciliation of total comprehensive income for the comparative period ending 31

December 2023.

Impact of transition

The transition to IFRS has resulted in the introduction of certain accounting policies that are
different to those applied historically under GAPSME. This change from GAPSME to IFRS did not

impact the Group’s cash flows.
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Reconciliation of statement of financial position

Closing balance as at 31 December 2023

Property, plant and equipment
Other financial assets at amortised cost
Trade and other receivables

Total non-current assets

Other financial assets at amortised cost
Trade and other receivables
Cash and cash equivalents

Total current assets
Share capital

Retained earnings
Revaluation reserve
Total equity

Borrowings

Deferred tax liability
Trade and other payables

Total non-current liabilities

Borrowings
Trade and other payables
Current tax liability

Total current liabilities

Total liabilities

Notes

10

Impact of
GAPSME transition IFRS
usD usbD usb
168,425,014 168,425,014
11,957,541 11,957,541
14,568,000 14,568,000
194,950,555 194,950,555
4,028,612 4,028,612
49,979,092 49,979,092
32,981,898 32,981,898
86,989,602 86,989,602
1,338 - 1,338
25,761,981 73,939,705 99,701,686
78,973,582 (78,973,582) -
104,736,901 (5,033,877) 99,703,024
86,351,967 - 86,351,967
623,614 5,033,877 5,657,491
14,828,621 - 14,828,621
101,804,202 5,033,877 106,838,079
12,255,572 12,255,572
61,138,421 61,138,421
2,005,061 - 2,005,061
75,399,054 75,399,054
177,203,256 5,033,877 182,237,133
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Opening balance as at 1 January 2023

Property, plant and equipment
Right-of-use asset

Other financial assets at amortised cost
Trade and other receivables

Total non-current assets

Other financial assets at amortised cost
Trade and other receivables
Cash and cash equivalents

Total current assets

Share capital
Retained earnings
Revaluation reserve

Total equity

Borrowings

Deferred tax liability
Lease liability

Trade and other payables

Total non-current liabilities
Borrowings
Lease liability

Trade and other payables
Current tax liability

Total current liabilities

Total liabilities

Notes

11

Impact of
GAPSME transition IFRS
usD usD usD
90,749,464 66,401,631 157,151,095
- 994,053 994,053
8,159,495 8,159,495
16,204,589 16,204,589
115,113,548 67,395,684 182,509,232
4,047,848 4,047,848
25,097,578 25,097,578
54,230,504 54,230,504
83,375,930 83,375,930
1,338 - 1,338
8,032,256 72,706,650 80,738,906
12,185,891 (12,185,891) -
20,219,485 60,520,759 80,740,244
61,541,894 - 61,541,894
221,709 5,303,525 5,525,234
540,000 540,000
55,148,626 - 55,148,626
116,912,229 5,843,525 122,755,754
3,674,180 3,674,180
- 1,031,400 1,031,400
54,557,650 54,557,650
3,125,934 3,125,934
61,357,764 1,031,400 62,389,164
178,269,993 6,874,925 185,144,918
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Reconciliation of income statement

For the period ended 31 December 2023 Note Impact of

GAPSME transition IFRS

usD usb usD

Revenue 30,097,634 - 30,097,634
Cost of sales d (12,352,033) 386,060 (11,965,973)
Gross profit 17,745,601 386,060 18,131,661
Administrative expenses (4,217,643) - (4,217,643)
Other income 9,958,626 - 9,958,626
Operating profit 23,486,584 386,060 23,872,644
Net finance costs (4,259,110) - (4,259,110)
Profit before tax 19,227,474 386,060 19,613,534
Tax (expense)/credit (920,402) 269,648 (650,754)
Profit for the year 18,307,072 655,708 18,962,780
a) Property, plant and equipment

b)

The opening carrying value of the aircraft reflect their deemed cost. Management has opted
to measure the deemed cost as the fair value of the aircrafts at the date of transition to IFRS
as allowed under IFRS 1. Subsequently, management has opted to apply the cost model to its
aircrafts in line with the requirements of IAS 16 ‘Property, plant and equipment’, reflecting
the deemed cost on transition to IFRS less accumulated depreciation.

Under GAPSME, the aircrafts were carried under the revaluation model, whereby the carrying
amount was equal to the previously measured fair value less accumulated depreciation.

The main difference between the carrying amount of the aircraft between IFRS and GAPSME
at 31 December 2023 is therefore the reversal of the effect of the depreciated value of the
revalued amount that was reflected under GAPSME in previous years.

Furthermore, under GAPSME the Group had undertaken a formal fair valuation of the aircrafts
as at 31 December 2023 and such value was reflected as the carrying amount. The resulting
revaluation surplus recorded under GAPSME during the year ended 31 December 2023 was
reversed upon transition to IFRS.

Retained earnings

The change from the fair value model to the cost model has implications on retained earnings.
Any fair value adjustments were accounted for in a separate revaluation reserve under
GAPSME rules. These fair value adjustments resulted in a higher carrying amount of the
aircrafts, and consequently in higher depreciation charges. Upon transition to IFRS, retained
earnings is adjusted for the higher depreciation charge previously recorded within the income
statement under GAPSME, as well as the deferred tax liability arising on temporary
differences on property, plant and equipment.

Revaluation reserve
As highlighted above, the application of the cost model to the measurement of aircrafts under

IFRS has resulted in the elimination of the revaluation reserve that was previously reflected
in equity under GAPSME.

12
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Cost of sales

The depreciation recognised in cost of sales is lower in the current year due to the
adjustments in the carrying amount of the aircrafts when using the cost model as compared

to the fair value approach.

Standards, interpretations and amendments to published standards effective in 2024

In 2024, the Group adopted amendments to existing standards that are mandatory for the

Group’s accounting period beginning on 1 January 2024.

The Group has applied the following amendments for the first time for its annual reporting

period commencing on 1 January 2024:

. Classification of Liabilities as Current or Non-Current and Non-current liabilities with

covenants - Amendments to |AS 1
o Lease Liability in Sale and Leaseback - Amendments to IFRS 16
«  Supplier finance Arrangements - Amendments to IAS 7 and IFRS 7

The adoption of these revisions to the requirements of IFRS as adopted by the EU did not
result in changes to the Group’s accounting policies impacting the financial performance and

position.

Standards, interpretations and amendments to published standards that are not yet adopted

Certain new standards, amendments and interpretations to existing standards have been
published by the date of authorisation for issue of these financial statements but are mandatory
for the Group’s accounting periods beginning after 1 January 2024. The Group has not early
adopted these revisions to the requirements of IFRSs as adopted by the EU and the directors are
of the opinion that there are no requirements that will have a possible significant impact on the

Group’s financial statements in the period of initial application.

1.2 Foreign currency translation

Functional and presentation currency

The financial statements are presented in United States Dollar (USD), which is the Group’s

functional currency.

1.3 Property, plant and equipment

All property, plant and equipment is initially recorded at historical cost less accumulated
depreciation and accumulated impairment losses. Historical cost includes expenditure that is
directly attributable to the acquisition of the items. The cost of self-constructed assets includes
the cost of materials and direct labour, any other costs directly attributable to bringing the
assets to a working condition for their intended use, the costs of dismantling and removing the

items and restoring the site on which they are located, and capitalised borrowing costs.

Borrowing costs which are incurred for the purpose of acquiring or constructing a qualifying
asset are capitalised as part of its cost. Borrowing costs are capitalised while acquisition or
construction is actively underway. Capitalisation of borrowing costs is ceased once the asset

is substantially complete, and is suspended if the development of the asset is suspended.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset,
as appropriate, only when it is probable that future economic benefits associated with the item
will flow to the Group and the cost of the item can be measured reliably. The carrying amount

of the replaced part is derecognised.

Depreciation on other assets is calculated using the straight-line method to allocate their cost

or revalued amounts to their residual values over their estimated useful life.
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