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PRELIMINARY NOTE

This Annual Report should be read in conjunction with the financial statements and accompanying notes
included in this report.

Unless the context requires otherwise, when used in this Annual Report the terms “GFL Group”, “we”,
“our” and “us” refer to Genesis Funding Limited (“GFL”) together with its consolidated subsidiaries.
“AerCap” refers to AerCap Holdings N.V. and “AerCap Ireland” refers to AerCap Ireland Limited. “GE”
refers to General Electric Company, together with its subsidiaries. “GECC” refers to General Electric
Capital Corporation and “GECAS” refers to GE Capital Aviation Services Limited.

In this Annual Report, all percentages and weighted averages of the aircraft in our portfolio as at
December 31, 2013 have been calculated using the lower of mean or median half-life appraised base values
as at September 30, 2013.
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I. Information on the Company
A. Our History

GFL is a special purpose exempted company incorporated under the laws of Bermuda on October 12,
2006 to purchase and own a portfolio of aircraft assets and related leases.

GFL was formed at the direction of GECAS to acquire a portfolio of commercial jet aircraft from
affiliates of GE. On December 19, 2006, we issued $810.0 million of aircraft lease-backed Class G-1 Notes
(the “Notes”) in a securitization transaction, which we refer to as the “securitization”, and received a capital
contribution of $665.3 million from Genesis Lease Limited, a Bermuda exempted company (“Genesis”),
and the sole holder, at that time, of our Class A common shares. With these proceeds, on December 19,
2006, we acquired a portfolio of 41 aircraft for a purchase price of $1,459.4 million. We hold interest in the
aircraft in our portfolio directly or through our wholly-owned subsidiaries. We have subsequently sold four
aircraft so that as at December 31, 2013, our portfolio consisted of 37 aircraft. On December 18, 2009, we
sold one aircraft (B767-200PC); on May 7, 2010 we sold one aircraft (B767-200PC); on November 21,
2011 we sold one aircraft (B737-500); and on July 22, 2013 we sold one aircraft (B737-400).

The aircraft in our portfolio are modern, operationally efficient passenger and cargo jet aircraft that
have long expected remaining useful lives. As at December 31, 2013, the weighted average age of our
aircraft was 12.2 years, and the weighted average remaining lease term was 3.4 years. Our aircraft are
subject to leases under which the lessee is responsible for most operational and insurance costs, and 34 of
the 37 aircraft in our portfolio as at December 31, 2013, were subject to fixed rental rates. One aircraft has
floating rate rentals based on six-month LIBOR and one A320-200 aircraft and one B737-800 were on the
ground (“AOG”) at December 31, 2013. As at the date of this report the previously AOG B737-800 aircraft
and A320-200 aircraft have delivered to new lessees. The terms of our leases provide us with a stable source
of revenues and cash flows. In this Annual Report, all percentages and weighted averages of the aircraft in
our portfolio as at December 31, 2013 have been calculated using the lower of mean or median half-life
appraised base values as at September 30, 2013, which appraisals are further described in “Item I.
Information on the Company — D. Aircraft Portfolio — Appraisals.”

Pursuant to long-term agreements which have since been terminated, GECAS previously provided us
with most services related to leasing our fleet, including marketing aircraft for lease and re-lease, collecting
rents and other payments from the lessees of our aircraft, monitoring maintenance, insurance and other
obligations under our leases, and enforcing rights against lessees from the closing date on December 19,
2006 until June 30, 2011. On June 30, 2011, AerCap’s subsidiary, AerCap Ireland Limited (“AerCap
Ireland”), replaced GECAS as servicer to GFL (in such capacity, the “Servicer”). Under a servicing
agreement among the Servicer, GFL and Financial Guaranty Insurance Company, as the policy provider,
dated as of June 30, 2011 (the “Servicing Agreement”), AerCap Ireland provides GFL with most services
related to leasing its fleet of aircraft, including marketing aircraft for lease and re-lease, collecting rents and
other payments from lessees, monitoring maintenance, insurance and other obligations under leases and
enforcing rights against lessees.

We pay AerCap Ireland a base servicing fee, additional servicing fees based on rental amounts due and
paid under our leases and sales fees for assisting in aircraft dispositions. In accordance with the Servicing
Agreement, servicing fees for the period on or after December 19, 2011 were reduced by 50% until the
earlier of (x) the occurrence of certain insolvency events relating to the Servicer as further described in the
Servicing Agreement or (y) such time as the accumulated amount of servicing fees forborne by the Servicer
as a result of such reduction is equal to $10 million, whereupon the Servicer is again entitled to receive
100% of the servicing fees due and payable under the Servicing Agreement.

On March 25, 2010, Genesis and AerCap announced the completion of the amalgamation of Genesis
with AerCap International Bermuda Limited (“AerCap International”), a wholly-owned indirect subsidiary
of AerCap, as contemplated by the Agreement and Plan of Amalgamation, dated as of September 17, 2009
(the “Amalgamation Agreement”), among Genesis, AerCap and AerCap International. Pursuant to the
Amalgamation Agreement, Genesis was amalgamated with AerCap International (the “Amalgamation”),
with the resulting amalgamated company continuing as a wholly-owned subsidiary of AerCap. The
Amalgamation was approved by the shareholders of Genesis at a special general meeting held on March 23,
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2010 and became effective pursuant to a Certificate of Amalgamation issued by the Registrar of Companies
in Bermuda on March 25, 2010.

AerCap is an integrated global aviation group with a leading market position in aircraft and engine leasing
and trading. AerCap also provides aircraft management services. AerCap is headquartered in The
Netherlands and has offices in Ireland, the United States, China, Singapore, and the United Arab Emirates.
On December 16, 2013 AerCap Holdings N.V. announced that it has entered into a definitive agreement
with American International Group, Inc. ("AIG") under which AerCap will acquire 100% of the common
stock of International Lease Finance Corporation, a wholly-owned subsidiary of AIG. The transaction is
subject to receipt of necessary regulatory approvals and satisfaction of other customary closing conditions.

B. Corporate Organization and Management
We have issued Class A and Class B common shares. Following the Amalgamation discussed in

“Item I. Information on the Company — Our History”, AerCap International owns 100% of our Class A
common shares, through which it is the beneficiary of more than 99.99% of the equity interest in our
company. A Bermuda charitable trust established for the benefit of identified charities indirectly owns
100% of our Class B common shares, entitling it to a nominal equity interest in our company.  Pursuant to
our bye-laws, holders of the Class A common shares are entitled to vote on all matters on which our
shareholders are entitled to vote. Holders of the Class B common shares are entitled to vote solely on
matters relating to winding-up, dissolution, merger, consolidation, transfer of assets and certain limitations
on the issuance, transfer and sale of ownership interests, and certain matters with respect to bankruptcy and
corporate governance.

Our authorized business includes acquiring, buying, leasing, maintaining, operating and selling aircraft
and entering into hedge agreements and credit facilities related to such activities. Our registered office is
located at Clarendon House, 2 Church Street, Hamilton HM 11, Bermuda. Although we are organized under
the laws of Bermuda, we are resident in Ireland for Irish tax purposes and thus are subject to Irish
corporation tax on our income in the same way, and to the same extent, as if we were organized under the
laws of Ireland. Our principal executive offices, which are AerCap International’s principal executive
offices, are located at 4450 Atlantic Avenue, Westpark, Shannon, Co. Clare, Ireland. Our telephone number
at that address is +353 61 723 600.

We had no employees as at December 31, 2013. Following the Amalgamation, AerCap International
succeeded Genesis as manager with respect to certain of our actions in connection with the securitization. In
connection therewith, AerCap International provides us with certain administrative, accounting and other
services, including preparing budgets for our approval and preparing and arranging for all regulatory and
other filings on our behalf.

We are governed by a board of directors comprised of three directors. One of these directors is Tom
Kelly, who is the Chief Executive Officer of AerCap Ireland. We refer to the director who is not
independent (currently Mr. Kelly) as the equity director. Upon completion of the Amalgamation with
AerCap, John McMahon resigned as the equity director and Wouter M. (Erwin) den Dikken, then Chief
Executive Officer of AerCap Ireland, was appointed equity director in his place. Mr. Kelly subsequently
replaced Mr. den Dikken as the equity director. The other two directors are independent of Genesis,
AerCap, GE and our affiliates. In the event that an independent director steps down, the remaining directors
will jointly nominate five candidates for approval by the security trustee, acting reasonably, to fill the vacant
position. The replacement director will be selected by the holders of the Class A common shares from such
approved candidates. In the event that both of the independent director positions are vacant at the same
time, the holders of the Class A common shares will nominate seven candidates for approval by the security
trustee, acting reasonably, to fill the vacant independent director positions. Upon receipt of approval by the
security trustee, the holders of the Class A common shares may then elect two such candidates as
independent directors. The board is responsible for the management of our property and affairs. The consent
of the equity director is required in order to, among other things, dispose of or acquire aircraft, incur
additional indebtedness or cause a merger or consolidation of any of our subsidiaries with third parties,
AerCap or its affiliates other than GFL or its subsidiaries.
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C. Recent Developments

Market Developments

Our business and results of operations are significantly impacted by general economic and industry
conditions. The stress experienced by global capital markets that continued and substantially increased
during the latter half of 2008 and into 2009 was characterized by continued and dramatic deterioration in the
global financial markets, declining business and consumer confidence and increased unemployment.
Notwithstanding improved industry conditions overall in 2010 through 2013, the rebuilding of consumer
and business confidence is still in its infancy albeit showing slow but steady improvement. In September
2013, IATA reported profits of $19.2 billion for the aviation industry in 2010, $8.3 billion for the aviation
industry in 2011 and $7.4 billion for the aviation industry in 2012. As at December 2013 IATA is also
forecasting profits for the aviation industry for 2013 to rise to $12.9 billion, the forecast is higher than the
2012 reported numbers. IATA’s outlook for 2014 is projecting industry profits to rise to $19.7 billion as a
result of lower jet fuel prices over the forecast period and the improvements to industry structure and
efficiency already visible in results this year. Oil prices have retreated from the very high levels witnessed
in 2008, but remain well within the high range of the past 3 years. During the recent months, the relative
success of peace talks concerning Iran has lessoned fears of supply disruptions. The industry continues to
face many challenges, including increasing aircraft production rates and financing of substantial
commitments for new aircraft in a market where availability of capital continues to be scarce.

Throughout 2008 and 2009 the extreme dislocation in the financial markets resulted in a number of
major economies entering recession. These developments contributed to a number of airline bankruptcies
(including two of our lessees, Aloha and Futura, in 2008), particularly in the United States and in Europe. In
2009 and into early 2010, airlines in other economies also suffered, with Mexicana being one of the more
notable casualties, filing for bankruptcy in August 2010. The European economy remains fragile following
the 2011 European sovereign debt crisis. For 2012, Eurostat reported GDP falls of 0.5% and 0.3% in the
Eurozone and European Union respectively. For 2013 Eurostat reported minimal GDP growth of 0.1% and
0.2% in the Eurozone and European Union respectively. Two European airlines, Spanair and Malev ceased
operations in early 2012. The cessation of airlines with significant numbers of aircraft could impact the
market with certain aircraft types. In the final quarter of 2012, GFL repossessed one A320 aircraft from a
former lessee based in Switzerland that was declared bankrupt on November 30, 2012 and subsequently
delivered this aircraft to a European based lessee in early 2013. In addition, Russia’s recent actions in
Ukraine have increased political and economic uncertainty in various regions. A further deterioration of the
economic environment in Europe could result in more airline failures and negatively impact the secondary
aircraft market.

On November 29, 2011, AMR Corporation, the parent company of American Airlines Inc.
(“American Airlines”) and American Eagle Airlines Inc. (“American Eagle”), and certain other U.S.-based
subsidiaries, (including American Airlines and American Eagle) filed voluntary petitions for Chapter 11
reorganization in the U.S. Bankruptcy Court for the Southern District of New York. The two B737-800
aircraft currently on lease to American Airlines represented 5.8% of the portfolio by appraised value at
December 31, 2013. On April 24, 2012, GFL extended the leases of both aircraft by sixty months, however,
American Airlines retained the right to reject these leases until such time that American Airlines exits
Chapter 11 reorganization. On February 14, 2013 AMR Corporation and US Airways Group, Inc.
announced that the board of directors of both companies unanimously approved a definitive merger
agreement under which the companies will combine to create a premier global carrier. American Airlines
exited Chapter 11 bankruptcy protection and completed its merger with US Airways by forming the new
American Airlines Group Inc. on December 9, 2013.  The allowed unsecured claim of GFL that was filed in
the bankruptcy proceedings was sold in August 2013.

As at December 31, 2013, Boeing 737 next generation, Airbus A320 family and Embraer regional
jets aircraft represented 78.4% of the portfolio. Since the middle of 2010, passenger traffic has exceeded the
previous peak levels of 2008 and continued to grow during 2012, albeit at a gradually declining monthly
growth rate. For the year 2012, industry passenger traffic grew by 5.3%. In December 2013, IATA reported
that passenger traffic expanded at the average growth rate for the past 30 years in 2013 and has gained 5.2%



7

compared to 2012 despite high fuel costs and relatively slow global economic growth. The air freight
markets are now showing some improvement with the international air freight market up 1.4% in 2013
compared to 2012. At December 31, 2013, GFL Group owned two B747-400SF freighter aircraft
representing 8.4% of the portfolio by appraised value. Both aircraft are now leased to a European based
lessee at terms reflective of the very challenged market for this aircraft type, following delivery of the
second B747-400SF aircraft on February 13, 2014.

Demand for certain larger aircraft types, such as newer examples of the Airbus A330, may continue
to be strong, but notwithstanding the current economic outlook in the near-term demand is subject to market
risks associated with a downturn in such outlook. In the medium to long-term, demand for such aircraft
types is subject to market risks due to the emergence of newer technology and more fuel-efficient aircraft,
such as the Boeing 787 and the Airbus A350. We currently have one widebody passenger Airbus A330,
which represents 6.4% of the appraised value of the Aircraft in our portfolio and is currently contracted to
Eva Airways (Taiwan). Additional older Boeing 737 classic have also become available, and the lease rates
and market values on these aircraft types have suffered relatively larger and sustained declines. At
December 31, 2013, the remaining Boeing 737 classic aircraft represented 0.8% of the appraised value of
the Aircraft in our portfolio. Continued high fuel prices are driving operators to increase the usage of more
fuel efficient larger narrowbodies, to the detriment of demand for smaller and somewhat less fuel efficient
aircraft in the 130-seat class, such as the A319 and the B737-700. At December 31, 2013, GFL group
owned three A319 aircraft representing 5.8% of the portfolio by appraised value. In the long term, the
launch of the re-engined Airbus A320 Neo and Boeing 737 Max aircraft families could impact demand for
the current generation narrowbodies.

Monthly Principal Payments on the Class G-1 Notes

The Notes were issued under the trust indenture, dated as of December 19, 2006 (the “Indenture”)
among GFL, a cash manager, a trustee, an operating bank, the Liquidity Facility Provider (as defined below)
and the Policy Provider (as defined below). In accordance with and as specified in the Indenture, principal
repayments on the Notes were paid at a rate of $1.0 million per month from December 21, 2009 through
November 2011. Following the sale of two aircraft, one on December 18, 2009 and one on April 27, 2010,
additional principal repayments of the Notes of $7.1 million for each sale were made on January 19, 2010
and May 19, 2010 respectively.

From November 2011, cash principal payments are not fixed in amount but rather are determined
monthly based on revenues collected and costs and other liabilities incurred prior to the relevant payment
date. Since November 21, 2011, all revenues collected during each monthly period are applied to repay the
outstanding principal balance of the Notes, after the payment of certain expenses and other liabilities,
including the fees of the service providers (including the Servicer, and AerCap International in its role as
manager), the Liquidity Facility Provider (as defined below) and the policy provider, interest on the Notes
and interest rate swap payments, all in accordance with the priority of payments set forth in the Indenture.
As a result, the principal repayment on the Notes in the year ended December 31, 2013 amounted to $115.8
million.

Revolving Credit Facility

GFL and Credit Agricole Corporate Investment Bank (formerly known as Calyon) (the “Liquidity
Facility Provider”) are parties to a revolving credit facility (the “Liquidity Facility”). Following the expiry
of the $15.0 million tranche of the Liquidity Facility in December 2009, the amount available to be drawn
under the Liquidity Facility was $60.0 million, to cover certain expenses of GFL, including maintenance
expenses, interest rate swap payments and interest on the Notes issued under the Indenture. GFL is required
to reimburse the Liquidity Facility Provider for the amount of such drawing plus accrued interest on such
drawing in accordance with the order of priority specified in the Indenture. Drawings under the Liquidity
Facility bear interest at one-month LIBOR plus a spread of 120 basis points. As at December 31, 2013, we
had no drawings outstanding under the $60.0 million tranche of the Liquidity Facility.

Additionally, from the Budgeted Cash Account Termination (as defined in the Indenture) date of
December 21, 2009, all supplemental rent is deposited into the Collections Account (as defined in the
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Indenture) and may be used to cover certain of our expenses, including maintenance expenses, reasonably
anticipated in accordance with the Indenture.

Debt Service Coverage Ratio

From (and including) the monthly payment date beginning in November 2009 and continuing through
to the November 2011 payment date, the Indenture provided for the calculation of a debt service coverage
ratio (“DSCR”) determined by comparing specific available cash on the trailing six months period to
specified, interest and principal payments on the Notes plus hedge payments for such period. The final
DSCR for November 2011 was 2.41 to 1.

Class G-1 Notes Refinancing

At the time the Notes were issued, an expected final payment date of December 19, 2011 was
established based on the assumption that the Class G-1 Notes would be refinanced on or before December
19, 2011. On November 29, 2011, the directors of GFL determined that, under then-current market
conditions, it was not in the best interest of GFL to refinance the Class G-1 Notes on or before December
19, 2011. Subsequent to that date and most recently on March 5, 2014, the directors of GFL reaffirmed their
decision not to currently refinance the Class G-1 Notes given prevailing market conditions.

Rating Agency Actions

FGIC and the Class G-1 Notes

The Class G-1 Notes were originally rated Aaa by Moody’s Investors Service, Inc. (“Moody’s”) and
AAA by Standard & Poor’s Rating Services, a Division of The McGraw-Hill Companies, Inc. (“S&P” and,
together with Moody’s, the “Rating Agencies”).  These ratings were based on the financial strength of
Financial Guaranty Insurance Corporation’s (“FGIC” or the “Policy Provider”) since FGIC issued an
insurance policy that guarantees certain payment obligations of GFL under the Notes.  FGIC’s financial
strength ratings have been subject to several downgrades and, as of the date of this Annual Report, FGIC’s
financial strength is rated NR by both Moody’s and S&P.

Beginning in 2007, the financial condition of FGIC began to deteriorate due to claims on insurance
policies far in excess of historic levels.  In 2009, FGIC’s finances fell below the minimum capital surplus
required by New York Insurance Law, resulting in the New York Insurance Department preventing FGIC
from paying insurance claims.

On June 28, 2012, the New York State Supreme Court (the “Court”) entered an Order of Rehabilitation
(the “Rehabilitation Order”) for FGIC, directing the Superintendent of the New York Department of
Financial Services (the “Superintendent”) to serve as rehabilitator (the “Rehabilitator”) by taking possession
of FGIC’s assets and removing the causes which made the Rehabilitation Order necessary.  The
Rehabilitation Order prohibits all parties from (i) withholding payment to FGIC; (ii) terminating a FGIC
policy; and (iii) taking any action to exercise any right to consent held by FGIC.  The Rehabilitation Order
therefore bars GFL from terminating its policy with FGIC.

On September 27, 2012, the Rehabilitator filed a proposed Plan of Rehabilitation for FGIC (the
“Plan”) with the Court for the Court’s approval. The Plan was approved by the Court on June 11, 2013. The
Rehabilitator declared August 19, 2013 the effective date of the Plan.

Now that the Plan is effective, all policies of FGIC in force (including the policy with respect to the Class
G-1 Notes) are automatically modified by it. The Plan is the exclusive means for resolving and paying all policy
claims for policies issued by FGIC.  Similar to the Rehabilitation Order, the Plan prohibits all parties, for reasons
arising in connection with the rehabilitation proceedings, from (i) withholding payment to FGIC; (ii) terminating
a FGIC policy; and (iii) taking any action to exercise any right to consent held by FGIC. Thus, the Plan will
continue to bar GFL from terminating its policy with FGIC. Pursuant to the Plan FGIC once again administers
and resolves policy claims with oversight from the New York State Department of Financial Services (the
“NYSDFS”).  The scope of the authority of the NYSDFS over FGIC is limited and it appears that FGIC has the
authority to consent to certain actions under the indenture. It remains to be seen whether GFL will encounter any



9

more difficulty than in the past in obtaining consent for any action that requires consent from FGIC under the
Indenture.

The board of GFL has consulted with and will continue to consult with legal counsel regarding GFL's
rights and obligations in light of the financial condition of FGIC.

Moody’s and S&P have published stand-alone ratings for the Notes. As of the date of this Annual
Report, the Notes are rated A3 and A- by Moody’s and S&P, respectively.

Swap Counterparties

GFL was party to an interest rate swap agreement which became effective on the Closing Date and
expired on December 19, 2011. Since December, 2011, GFL has entered into six separate interest rate swap
agreements with Wells Fargo Bank N.A. (the “Wells Fargo Swap Counterparty”) in order to continue to
hedge GFL’s interest rate exposure following the cessation of the original swap. One of these six swaps
expired in August 2013. The following table sets forth the terms of GFL’s remaining swaps at the date of
this report. These swaps provide that GFL pay monthly a fixed rate and the Wells Fargo Swap Counterparty
will pay a floating rate equal to one-month LIBOR.

Counterparty
Trade
Date

Initial
notional $m

Effective
Date

Maturity
 Date

Pay Fixed
Rate

Wells Fargo Bank 19-Oct-10 560 19-Jan-12 19-Jan-15 1.29%

Wells Fargo Bank 12-Mar-12 150 21-Jan-14 19-Dec-15 1.20%

Wells Fargo Bank 05-Nov-12 100 19-Mar-15 19-Sep-16 1.01%

Wells Fargo Bank 22-May-13 75 20-Jan-15 19-Dec-16 0.963%

Wells Fargo Bank 07-Feb-14 50 19-Jun-16 19-Dec-17 2.19%

At the time of execution of the initial forward interest rate swap agreement, the Wells Fargo Swap
Counterparty’s long-term senior, unsecured debt ratings by Moody’s and S&P were Aa2 and AA,
respectively, and short-term, unsecured debt ratings were P-1 and A-1+, respectively. As of the date of this
quarterly report, Moody’s has downgraded the long-term senior, unsecured debt rating of Wells Fargo Bank
N.A. to Aa3. The current Wells Fargo Swap Counterparty’s long-term senior, unsecured debt ratings by
Moody’s and S&P are Aa3 and AA-, respectively, and short-term, unsecured debt ratings are P-1 and A-1+,
respectively.

Under the terms of each swap, the Swap Counterparty must, within a 30-day period, post eligible
collateral to secure its obligations under the swap if (i) its short-term, unsecured debt rating (its “Short-Term
Rating”) from Moody’s is below P-1 or its long-term senior, unsecured debt rating (its “Long-Term
Rating”) from Moody’s is withdrawn, suspended or downgraded below A2 (if no Short-Term Rating from
Moody’s is available, the test is triggered if its Long-Term Rating is withdrawn, suspended or downgraded
below A1) or (ii) its Short-Term Rating from S&P is withdrawn, suspended or downgraded below A1 (if the
Swap Counterparty’s Short-Term Rating from S&P is unavailable, the test is triggered if its Long-Term
Rating is withdrawn, suspended or downgraded below A+) (each, a “Transfer Event”). In lieu of posting
eligible collateral following a Transfer Event, the Swap Counterparty may (i) find a replacement hedge
counterparty meeting specified ratings criteria, (ii) obtain a guarantor meeting specified ratings criteria or
(iii) take other actions such that Moody’s and S&P may require to ensure the then-current ratings on the
Notes are not reduced or withdrawn. If (i) the Swap Counterparty’s Long-Term Rating from S&P is
withdrawn, suspended or downgraded below A- (if no Long-Term Rating from S&P is available, the test is
triggered if its Short-Term Rating from S&P is withdrawn, suspended or downgraded below A2), (ii) the
Swap Counterparty’s Short-Term Rating from Moody’s is withdrawn, suspended or downgraded below P-2
or Long-Term Rating from Moody’s is withdrawn, suspended or downgraded below A3 (or if it has no
Short-Term Rating from Moody’s, the test is triggered if its Long-Term Rating from Moody’s is withdrawn,
suspended or downgraded below A3) or (iii) the Swap Counterparty fails to timely post eligible collateral



10

following a Transfer Event (each, a “Substitution Event”), the Swap Counterparty must, within ten business
days (five, if it failed to timely post eligible collateral), assign its rights and obligations to a substitute party
meeting specified ratings criteria. If the Swap Counterparty fails to timely transfer its rights and obligations
following a Substitution Event, GFL will be entitled to terminate the swap. Termination of the swap may
result in payments being made either to or by GFL depending upon whether the swap is “in the money” or
not. Upon termination of the swap, GFL is required to enter into a new swap in accordance with the
Indenture.

GFL continues to monitor the Swap Counterparty’s Short-Term Rating and Long-Term Rating and
consider what actions, if any, it deems appropriate in the event of further downgrades of the Swap
Counterparty or otherwise to maintain its hedging policies. Termination of the swap and entering into new
or replacement swaps may require the approval of the Policy Provider and must otherwise be effected as
required under the Indenture.

Impairment

For accounting purposes, the aircraft are tested for recoverability whenever events or changes in
circumstances indicate that the related carrying amount may not be recoverable in accordance with the
Financial Accounting Standards (“FASB”) ASC 360-10-15, “Impairment or Disposal of Long-Lived
Assets” (“FASB ASC 360-10-15”).  An impairment loss is recognized when the carrying amount of the
long-lived asset is not recoverable and exceeds its fair value. The carrying amount of a long-lived asset is
not recoverable if it exceeds the sum of the flows expected to result from the use and eventual disposition of
the asset. Estimated future cash flows are based on remaining contracted rentals and, in the case of assumed
future re-leases of aircraft, typically we use current lease rate factors as determined by independent
appraisers. Any required impairment loss is measured as the amount by which the carrying amount of a
long-lived asset exceeds its fair value and is recorded as a reduction in the carrying value of the related asset
and a charge to operating results. Once an impairment results in a reduction in the carrying value of an
asset, the carrying value of such asset cannot thereafter be increased. Fair value is determined based on
current market values received from independent appraisers.

We assessed the recoverability of all aircraft in our portfolio during the year ended December 31,
2013. We utilized current market values from independent appraisers as at September 30, 2013 to determine
whether further assessment of impairment is required.  On any asset where book value was higher than the
current market value, we carried out a comparison of undiscounted future cash flows to the carrying amount
of the asset.  Estimated undiscounted future cash flows are based on remaining contracted rentals and, in the
case of assumed future re-leases of aircraft, typically we use current lease rate factors as determined by
independent appraisers. Based on this assessment, we recorded an impairment loss of $47.1 million in
respect of the two B747-400SF aircraft in our portfolio. These two B747 – 400SF redelivered from an Asian
based lessee in August 2013 and January 2014 respectively and have since delivered to a European based
lessee at terms reflective of the very challanged market for this aircraft type. $17.7 million of end lease
compensation was recognised as income in 2013 in respect of these two B747 – 400SF aircraft. Other than
this impairment, this assessment concluded that the carrying value of all other aircraft are currently
recoverable through the cash flows expected to result from their use and eventual disposition. However, it is
possible that our determination could change in the near term given the continued global economic outlook
and should the consequent reduction in lease rates and asset values continue.
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D. Aircraft Portfolio

Our portfolio consists of 37 aircraft. As at December 31, 2013, 35 of the aircraft were in operation with
25 airlines located in 17 countries. Most of the leases in our portfolio are subject to fixed rental rates and, as
at December 31, 2013, the weighted average age was 12.2 years and the weighted average remaining lease
term on those aircraft was 3.4 years. Our portfolio includes 32 narrow-body aircraft (B737-400, B737-700,
B737-800, A319-100 and A320-200), two cargo aircraft (B747-400SF), two regional jets (ERJ-170ST) and
one wide-body passenger aircraft (A330-200). These aircraft are typically compliant with noise (Stage 3)
and other environmental standards, are relatively fuel efficient and are technologically advanced.

The availability of newer and/or more technologically advanced aircraft may impact the ability of the
GFL to re-lease some of the Aircraft on favorable lease terms. In general, the costs of operating an aircraft,
including maintenance expenditures, will increase with the age of the aircraft. Also, older aircraft typically
are less fuel-efficient than newer aircraft. The governments of some countries have considered regulations
restricting or prohibiting the import of aircraft above a certain age and also certain airlines have adopted
their own policies imposing age restrictions. These restrictions and prohibitions may in the future impact the
ability of the GFL to re-lease some of the Aircraft on favorable lease terms or at all.

Note: All percentages and weighted averages of the Aircraft in the portfolio have been calculated using the
lower of mean or median half-life appraised base values as at September 30, 2013, and percentages may
not total due to rounding.

The following table presents the aircraft in our portfolio, as at December 31, 2013:

Lessee
Equipment

Type Airframe Type Engine Type(1)
Build
Date

Percent of
Total

Appraised
Value

ACT Havayollari
A.S. (ACT Airlines,
Inc.) B747-400SF Cargo (2) PW 4056-3 Jan-91 4.2%

Air China Cargo B747-400SF Cargo (3) PW 4056-3 Aug-91 4.2%

American Airlines B737-800 Narrow-body CFM56-7B27 Sep-01 2.9%

American Airlines B737-800 Narrow-body CFM56-7B27 Sep-01 2.9%

AOG (4) A320-200 Narrow-body V2527E-A5 May-01 2.4%

AOG (5) B737-800 Narrow-body CFM56-7B26 Dec-05 3.1%

Brussels Airlines A320-200 Narrow-body CFM56-5B4/P Feb-01 2.3%

Brussels Airlines A319-100 Narrow-body CFM56-5B6/P Mar-03 2.2%

China Southern B737-800 Narrow-body CFM56-7B26 Nov-05 3.2%

China Southern B737-800 Narrow-body CFM56-7B26 Sep-05 3.2%

El Al B737-800 Narrow-body CFM56-7B26 Feb-99 2.5%

EVA Airways A330-200 Wide-body CF6-80E1A3 Feb-05 6.4%

Frontier A320-200 Narrow-body CFM56-5B4/P Aug-02 2.5%

JSC Yamal B737-400 Narrow-body CFM56-3C1 Jul-98 0.8%

LOT ERJ170-100 Regional Jet CF34-8E5 Feb-04 1.5%

LOT ERJ170-100 Regional Jet CF34-8E5 Apr-04 1.5%

Nas Air A320-200 Narrow-body CFM56-5B4/P Jan-03 2.6%
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Lessee
Equipment

Type Airframe Type Engine Type(1)
Build
Date

Percent of
Total

Appraised
Value

Norwegian Air
Shuttle B737-800 Narrow-body CFM56-7B26 Apr-01 2.7%

Orenair B737-800 Narrow-body CFM56-7B26 May-01 2.7%

Pegasus B737-800 Narrow-body CFM56-7B26 May-00 2.6%

Pegasus B737-800 Narrow-body CFM56-7B27 Jun-00 2.7%

Primera Air B737-800 Narrow-body CFM56-7B26 Apr-00 2.7%

Rossiya A320-200 Narrow-body CFM56-5B4/P Mar-02 2.4%

SmartLynx A320-200 Narrow-body CFM56-5B4/P Dec-98 1.8%

Sun Express B737-800 Narrow-body CFM56-7B26 Mar-01 2.7%

Sun Express B737-800 Narrow-body CFM56-7B26 Nov-05 3.2%

TAM A320-200 Narrow-body V2527-A5 Sep-01 2.3%

TAME A319-100 Narrow-body CFM56-5B6/P Jan-99 1.8%

TAME A319-100 Narrow-body CFM56-5B6/P Jan-99 1.8%

Thomas Cook
Airlines A320-200 Narrow-body CFM56-5B4/P Feb-03 2.6%

Travel Service B737-800 Narrow-body CFM56-7B26 Jun-01 2.8%

United Airlines A320-200 Narrow-body V2527-A5 Sep-01 2.3%

United Airlines A320-200 Narrow-body V2527-A5 Oct-01 2.3%

VRG Linhas Aereas B737-700 Narrow-body CFM56-7B26 Sep-99 1.9%

VRG Linhas Aereas B737-800 Narrow-body CFM56-7B27 Aug-06 3.6%

VRG Linhas Aereas B737-800 Narrow-body CFM56-7B27 Aug-06 3.6%

Vueling A320-200 Narrow-body CFM56-5B4/P Feb-05 3.1%

Total 100.0%

(1) Engine manufacturer key:
CFM .................. CFM International
CF34/CF6 ...... General Electric
V ................... International Aero Engines
PW ................. Pratt & Whitney

(2) Converted to cargo in June 2006.

(3) Converted to cargo in September 2006.

(4) Redelivered from Sichaun Airlines on December 9, 2013 and delivered to TAME on January 31, 2014.

(5) Redelivered from Skymark Airlines on December 19, 2013 and delivered to Primeria Air on January
10, 2014.
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Our portfolio consists of fuel efficient commercial jet aircraft that were manufactured between 1984
and 2006. As at December 31, 2013, the weighted average age of these aircraft was 12.2 years (11.2 years
excluding cargo aircraft).

The following table presents the composition of our portfolio based on age, as at December 31, 2013:

Aircraft Age Number

Percent of
Total

Appraised
Value

Passenger
5 to 10 years...................................................................................... 10 32.4%
11 to 15 years.................................................................................... 23 56.6%
15+ years........................................................................................... 2 2.6%

Cargo(1) ................................................................................................ 2 8.4%

Total ..................................................................................................... 37 100.0%

(1) The cargo aircraft were converted from passenger configuration in June 2006 and September 2006.

The following table presents the years in which the aircraft were manufactured:

Year of Manufacture (1)
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(1) The two cargo aircraft in our portfolio were manufactured in 1991.

Our portfolio contains eight different types of airframes, including a variety of narrow-body, wide-body and
cargo airframe configurations. Boeing aircraft account for 58.2% of our portfolio, Airbus aircraft account
for 38.8% of our portfolio and Embraer regional jets account for the remaining 3.0% of our portfolio. Of the
eight different aircraft types contained in our portfolio, five are passenger narrow-body, one is passenger
wide-body, one is regional passenger jet and one is cargo wide-body. 85.2% of the aircraft in our portfolio
are members of the current generation of narrow-body A319, A320, B737 and Embraer regional jet
families. As a result, we believe they are easier to lease and market than wide-body jets or other specialized
types of aircraft.
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The following table presents the composition of our portfolio based on airframe type:

Airframe Type Number

Percent of
Total

Appraised
Value

Passenger narrow-body
737-800............................................................................................. 16 47.1%
A320-200 .......................................................................................... 11 26.6%
A319-100 .......................................................................................... 3 5.8%
737-700............................................................................................. 1 1.9%
737-400............................................................................................. 1 0.8%
Total narrow-body.......................................................................... 32 82.2%

Passenger wide-body
A330-200 .......................................................................................... 1 6.4%
Total wide-body .............................................................................. 1 6.4%

Regional passenger
ERJ-170-100 ..................................................................................... 2 3.0%
Total regional jet............................................................................. 2 3.0%

Cargo wide-body
747-400SF......................................................................................... 2 8.4%
Total cargo....................................................................................... 2 8.4%

Total ..................................................................................................... 37 100.0%

The lessees of the aircraft in our portfolio were based in 17 countries as at December 31, 2013. As at
December 31, 2013, approximately 44.5% of our portfolio were leased to European carriers, 17.0% to Asian
carriers and 12.9% to North American carriers. Aircraft based in Turkey, the United States, Brazil and
China comprised 15.4%, 12.9%, 11.4% and 10.6% of our portfolio, respectively.

The following table presents the composition of our portfolio based on the geographic location of our
lessees as at December 31, 2013:

Geographic Profile Number

Percent of
Total

Appraised
Value

Europe .................................................................................................. 18 44.5%
Asia/Pacific........................................................................................... 4 17.0%
The United States and Canada.............................................................. 5 12.9%
Central and South America and Mexico............................................... 4 11.4%
Africa and Middle East 1 2.6%

Undesignated (1) .................................................................................... 5 11.6%

Total...................................................................................................... 37 100.0%
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(1) As at December 31, 2013, there were five aircraft in this category:

 One aircraft, which represents 2.5% of the portfolio by appraised value, was on lease to a lessee in
Israel.

 Two aircraft, which represents 3.6% of the portfolio by appraised value, were on lease to a lessee in
Ecuador.

 Two aircraft, which represents 5.5% of the portfolio by appraised value, were non revenue earning
and on the ground.

Our Leases

Lease Terms
As at December 31, 2013, the weighted average remaining lease term of our portfolio was 3.4 years.

Our lease maturities range from 2013 to 2022. The following table presents the scheduled lease maturities
of the aircraft in our portfolio as at December 31, 2013:

Maturity Schedule

 2 3

 7
 5

-

 9

 6

 2
 1

- 2

-
 2
 4
 6
 8

 10

AOG 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Year

N
um

be
r

a) The maturity schedule assumes that neither the lessee nor lessor exercises any extension or early
terminations options.

b) On December 9, 2013 one A320-200 aircraft was redelivered from Sichaun Airlines. This aircraft
delivered to TAME on January 31, 2014. On December 19, 2013 one B737-800 aircraft redelivered
from Skymark Airlines and on January 10, 2014 this aircraft was delivered to Primeria Air.

c) On January 17, 2014, GFL accepted redelivery of one B747-400SF aircraft which had an original
lease expiry date of October 3, 2013. On February 13, 2014 this aircraft was delivered to ACT
Havayollari A.S. (ACT Airlines, Inc.). As of the date of this report one B737-800 aircraft which
had an original lease expiry date of December 13, 2013 is expected to redeliver in April 2014. This
aircraft is contracted to deliver to a European based lessee upon redelivery from the existing lessee.

Under our leases, the lessees agree to lease the aircraft for a fixed term, although in some cases the
lessees have purchase options, termination rights or extension rights. Most lease rentals are payable monthly
in advance, but some lease rentals are payable quarterly, in arrears or on an individually negotiated
schedule. Of the thirty-five leases as at December 31, 2013, thirty-four had fixed rental rates and one had
floating rental rates based on six-month LIBOR. As at December 31, 2013, twenty-one of our leases also
required the lessees to pay additional rent amounts, monthly or annually in arrears, based on usage. All
leases are on a “net” basis with the lessee generally responsible for all operating expenses, which

(a)

(b) (c)
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customarily include maintenance, fuel, crews, airport and navigation charges, taxes, licenses, aircraft
registration and insurance premiums.

Most of our leases generally provide that the lessee’s payment obligations are absolute and
unconditional under any and all circumstances. Lessees are generally required to make payment without
deduction on account of any amounts that we may owe the lessee or any claims that the lessee may have
against us. Most of our leases also require lessees to gross up lease payments where they are subject to with
holdings and other taxes, although there are some exceptions to this obligation, including withholdings that
arise out of transfers of the aircraft to or by us or due to our corporate structure. In addition, changes in law
may result in the imposition of withholding and other taxes and charges that are not reimbursable by the
lessee under the lease or that cannot be reimbursed under applicable law. Furthermore, lessees may fail to
reimburse us even when obligated under the lease to do so. Our leases also require lessees to indemnify us
for certain other tax liabilities relating to the leases and the aircraft, including, in most cases, value added
tax and stamp duties.

The cost of an aircraft typically is not fully recovered over the term of the initial lease. We therefore
retain the benefit and assume the risk of the rent at which we can re-lease the aircraft upon expiration or
early termination of the lease and of the ultimate residual value. Operating leases allow airlines greater fleet
and financial flexibility than outright ownership because of the relatively shorter-term nature of operating
leases, the relatively small initial capital outlay necessary to obtain use of the aircraft and the significant
reduction in aircraft residual value risk.

Purchase Options.
As at December 31, 2013, two of the leases in our portfolio provide the lessee with an option to

purchase the aircraft during or at the end of the lease term. Purchase options vary with the individual leases
and include fixed price options to purchase the aircraft at a set period prior to the expiration of the lease
and/or a continuous option to purchase the aircraft upon the occurrence of certain tax indemnity events.

Extension Options.
Four of our leases give the lessee an option to extend the term of the lease.

Early Termination Rights.
Three of our leases provide the lessees with early termination rights. Early termination rights generally

require the lessee to provide sufficient notice of termination to enable us to remarket or otherwise dispose of
the aircraft before lease expiration. Early termination may trigger substantial financial penalties payable by
the lessee which we believe will reduce the potential that the lessees will terminate early.

Certain leases with shorter notice periods permit early termination for obsolescence on 90 days’ notice
at any time, but unless we elect otherwise, the affected aircraft will be sold and the lessee is obligated to pay
an amount by which the net sales proceeds are less than the then-applicable agreed value.

Certain leases do not have a specified notice period but can be terminated early only upon the lessee’s
inability to obtain and maintain necessary governmental approvals and only upon payment of termination
compensation equal to the lesser of two years’ rent or the rent remaining payable under the lease.

Operating Costs and Expenses.
The lessee is liable through various operational indemnities for operating costs and expenses accrued

or payable during the term of the relevant lease, which would normally include costs and expenses
associated with the maintenance and operation of the aircraft, airport and navigation charges, certain taxes,
licenses, consents and approvals, aircraft registration and hull all risk and public liability insurance
programs.

Security Deposits and Letters of Credit.
Twenty-nine of our leases provide for cash security deposits and/or letters of credit which may be

drawn down in the event that a lessee defaults under any of these leases. These security deposits and/or
letters of credit may mitigate losses we may incur while attempting to re-lease the aircraft. Under certain
circumstances, the lessee may be required to obtain guarantees or other financial support from an acceptable
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financial institution or other third parties. At December 31, 2013 we had also received two deposits in
relation to two aircraft which delivered in early 2014.

Maintenance Obligations.
Under our leases, the lessee is generally responsible for normal maintenance and repairs, airframe and

engine overhauls, consents and approvals, and compliance with return conditions of aircraft on lease. In
certain cases, we may be obligated to make contributions to the lessee for expenses related to planned major
maintenance. In many cases, we also agree to share with our lessees the cost of compliance with
airworthiness directives.

As at December 31, 2013, our portfolio included twenty-one leases pursuant to which we collect
additional rent that is determined based on usage of the aircraft measured by hours flown or cycles operated
and we are obligated to make contributions to the lessee for expenses incurred for certain planned major
maintenance. Such contributions are determined based on the lesser of the cost of the event and a formula in
the lease which is based on usage since the last major maintenance event. Planned major maintenance
includes heavy airframe, engine limited life parts replacement, off-wing engine, landing gear and auxiliary
power unit overhauls. We are not obligated to make maintenance contributions under such leases at any
time that a lessee default is continuing.

We are not obligated to make any maintenance contributions under the remaining fourteen leases in
our portfolio. However, most of these fourteen leases provide for a lease-end adjustment payment by the
lessee or us at the end of the lease based on the usage of the aircraft during the lease and its condition upon
return.

Compliance with Laws.
The lessee is responsible for compliance with all applicable laws and regulations with respect to the

aircraft. We generally require our lessees to comply with the standards of either the U.S. Federal Aviation
Administration or its non-U.S. equivalent. We often require a deposit as security for the lessee’s
performance of obligations under the lease and the condition of the aircraft upon return. In addition, the
leases contain extensive provisions regarding our remedies and rights in the event of a default by the lessee
and specific provisions regarding the return condition of the aircraft. Except at the commencement of the
term of a lease of a used aircraft, the lessee generally is required to continue to make lease payments during
any period in which the aircraft is not in operation due to maintenance or grounding.

General.
Each aircraft generally must remain in the possession of the applicable lessee and any sublessees of the

aircraft generally must be approved by the lessor unless, in some leases, certain conditions are met. Under
most of our leases, the lessees may enter into charter or “wet lease” arrangements in respect of the aircraft
(i.e., a lease with crew and services provided by the lessor under the lease), provided the lessee does not part
with operational control of the aircraft. There are currently no aircraft subject to a wet lease. Under some of
our leases, the lessee is permitted to enter into subleases with specified operators or types of operators
without the lessor’s consent, provided certain conditions are met. We are aware that three of the aircraft are
currently subject to subleases. Our leases also generally permit the lessees to subject the equipment or
components to removal or replacement and, in certain cases, to pooling arrangements (temporary borrowing
of equipment), without the lessor’s consent but subject to conditions and criteria set forth in the applicable
lease. Under our leases, the lessee may deliver possession of the aircraft, engines and other equipment or
components to the relevant manufacturer for testing or similar purposes, or to a third party for service,
maintenance, repair or other work required or permitted under the lease.

Some foreign countries have currency and exchange laws regulating the international transfer of
currencies. When necessary, we will require as a condition to any foreign transaction, that the lessee or
purchaser in a foreign country obtains the necessary approvals of the appropriate government agency,
finance ministry or central bank for the remittance of all funds contractually owed in U.S. dollars. We
attempt to minimize our currency and exchange risks by negotiating most of our aircraft leases in
U.S. dollars. The terms of the securitization permit us to have up to 5% of our leases denominated in Euro.
All of our leases are currently payable in U.S. dollars.
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Lease Restructurings.
During the term of a lease, a lessee’s business circumstances may change to the point where it is

economically sensible for us to consider restructuring the terms of the lease. Restructurings may involve the
voluntary termination of leases prior to contracted lease expiration, the arrangement of subleases from the
primary lessee to another airline, the rescheduling of lease payments, the forgiveness and/or reduction of
lease obligations and the extension of the lease terms.

Aircraft Repossessions.
If a restructuring is not possible, we may seek to terminate the lease and gain possession of the aircraft

for remarketing. Although the majority of repossessions are accomplished through negotiation, if we cannot
obtain the lessee’s cooperation we would have to take legal action in the appropriate jurisdiction. This legal
process could delay the ultimate return of the aircraft. In addition, in connection with the repossession of an
aircraft, we may be required to pay outstanding mechanics, airport, navigation and other liens on the
repossessed aircraft. These charges could relate to other aircraft that we do not own but were operated by
the lessee. In contested repossessions, we likely would incur substantial additional costs for maintenance,
refurbishment and remarketing of the aircraft. No aircraft was repossessed in 2013 (one A320-200 aircraft
was repossessed in 2012).

Lease Management and Remarketing
Pursuant to our servicing agreements with AerCap Ireland, AerCap Ireland provides us with most

services related to leasing our fleet, including marketing aircraft for lease and re-lease or sale, collecting
rents and other payments from the lessees of our aircraft, monitoring maintenance, insurance and other
obligations under our leases and enforcing our rights against lessees.

From time to time, we may decide to dispose of our leased aircraft at or before the expiration of their
leases. Although we will decide whether or not to make any such dispositions, dispositions will be executed
on our behalf by AerCap Ireland pursuant to our servicing agreements.

Insurance
We require our lessees to carry those types of insurance which are customary in the air transportation

industry, including comprehensive liability insurance, aircraft all-risk hull insurance and war-risk insurance
covering risks such as hijacking, terrorism (but excluding coverage for weapons of mass destruction and
nuclear events), confiscation, expropriation, seizure and nationalization. In general, we are named as an
additional insured on liability policies carried by our lessees, and we or our nominee are usually designated
as a loss payee in the event of a total loss of the aircraft. The servicer will obtain certificates of insurance
from the lessees’ insurance brokers to evidence the existence of such insurance. These certificates of
insurance generally contain a breach of warranty endorsement so that, subject to certain standard
exceptions, our interests are not prejudiced by any act or omission of the lessee. Coverage under liability
policies generally is not subject to deductibles except those as to baggage and cargo that are standard in the
airline industry, and coverage under all-risk aircraft hull insurance policies generally is subject to agreed
deductible levels in respect of partial damage to the aircraft. In addition, we maintain contingent liability
insurance and contingent hull insurance with respect to our aircraft, which is intended to provide coverage
in the event that the insurance maintained by any of our lessees should not be available for our benefit as
required pursuant to the terms of the contract.

Insurance premiums are generally paid by the lessee, with coverage acknowledged by the broker or
carrier. The certificates of insurance contain, among other provisions, a provision prohibiting cancellation or
material change without a reasonable period of advance written notice to the insurance broker, who is
obligated to give us prompt notice. War and allied perils insurance policies customarily provide seven days
advance written notice for cancellation and may be subject to lesser notice under certain market conditions.
Furthermore, the lessee’s insurance is primary and insurance carriers generally are required to waive rights
of subrogation against us.

The stipulated loss value schedule under aircraft hull insurance policies is on an agreed value basis. In
all cases, the sum of the stipulated loss value and, where applicable, our own additional coverage in place is
at least equal to the appraised value of the aircraft. In cases where the servicer believes that the agreed value
stated in the lease is not sufficient, the servicer will purchase additional total loss only coverage for the



19

deficiency. Aircraft hull policies contain standard clauses covering aircraft engines. They also contain
deductibles and in various cases and under certain circumstances the lessee has the right to self-insure some
or all of the risk (which has the effect of significantly increasing the deductible amounts). The lessee is
required to pay all deductibles, and would be responsible for payment of amounts self-insured. Furthermore,
the aircraft hull policies contain war-risk endorsements and/or supplemental war-risk policies, including, but
not limited to, confiscation, seizure, hijacking and similar forms of retention or terrorist acts (where
available).

The comprehensive liability insurance listed on certificates of insurance include provisions for bodily
injury, property damage, passenger liability, cargo liability and such other provisions reasonably necessary
in commercial passenger and cargo airline operations. As a result of the terrorist attacks on September 11,
2001, the insurance market unilaterally terminated war risk liability coverage for a short period of time.
When it became available again, the insurance market imposed a sub-limit on each operator’s policy for
third-party war-risk liability, which is currently between $50 million and $150 million on the customary
war-risk liability endorsement available in the London market. United States, Canadian and certain other
non-European Community-based airlines have government war-risk insurance programs available in which
they currently participate. Although we currently require each lessee to purchase third-party war risk
liability in amounts greater than such sub-limits, or obtain an indemnity from their government, the market
or applicable governments may discontinue to make such excess coverage available for premiums that are
acceptable to carriers. As a result, it is possible that we may be required to permit lessees to operate with
considerably less third-party war risk liability coverage than currently carried, which could have a material
adverse effect on the financial condition of our lessees and on us in the event of an uncovered claim. In late
2005, the international aviation insurance market unilaterally introduced exclusions for physical damage to
aircraft hulls caused by dirty bombs, bio-hazardous materials, electromagnetic pulsing and similar causes of
loss. It is possible that exclusions for the same types of perils may be introduced into liability policies in the
future.

We cannot assure you that we have adequately insured against all risks, that lessees will at all times
comply with their obligations to maintain insurance, that any particular claim will be paid or that we will be
able to procure adequate insurance coverage at commercially reasonable rates in the future. Consistent with
industry practice, our insurance policies are subject to commercially reasonable deductibles or self-retention
amounts.

Appraisals
Under the terms of the Indenture, we are required, within 90 days after the Expected Final Payment

Date (as defined in the Indenture) of the Class G-1 Notes, to deliver to Deutsche Bank Trust Company
Americas (the “Trustee”), the Policy Provider and the Rating Agencies three appraisals of the base value of
each of the aircraft from each of the Appraisers, as defined below, or if any of the Appraisers is unable to
provide an appraisal, from the remaining Appraisers and such other independent appraiser that is a member
of the International Society of Transport Aircraft Trading (“ISTAT”)  or any similar organization selected
by the Issuer (as defined in the Indenture), each such appraisal to be dated within 30 days prior to its
delivery to the Trustee, the Policy Provider and the Rating Agencies. The appraisals required by the
Indenture do not reflect the book value of the aircraft included in our financial statements, which are
prepared in accordance with generally accepted accounting principles. Although not yet required to do so
under the Indenture, we obtained appraisals of the base values of the aircraft as at September 30, 2013 from
three independent appraisers that are members of the ISTAT:  Aircraft Information Services, Inc., BK
Associates, Inc. and Ascend (collectively, the “Appraisers”). We obtained such appraisals in order to
monitor changes in the base value of our aircraft and are included herein, solely for informational purposes.
Using the lower of mean or median half-life of appraised base values of the three appraisals of the aircraft,
the base value as at September 30, 2013 was $841.3 million. The appraisals are based on the assumptions
and methodologies utilized by each appraiser and are prepared without physical inspection of the aircraft.
Appraisals that are based on other assumptions and methodologies may result in valuations that are
materially different from those contained in the appraisals.  Base value means the value of an aircraft in an
open, unrestricted, stable market environment with a reasonable balance of supply and demand, and with
full consideration of the aircraft’s “highest and best use”, presuming an arm’s-length, cash transaction
between willing, able and knowledgeable parties, acting more prudently, with an absence of duress and with
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a reasonable period of time available for marketing, adjusted to account for the maintenance status of the
aircraft.

At any point in the aircraft leasing cycle, there will be imbalances of aircraft supply and demand and
there may be particularly pronounced imbalances for specific aircraft types. Older aircraft or aircraft that are
no longer in production, will likely have market values below and in some cases significantly below, those
appraised base values as a result of such aircraft supply and demand imbalances, the condition of the
aircraft, market and economic conditions and other factors. At a cyclical low, the market value of aircraft is
likely to be less than, and in some cases significantly less than, the base values. Actual current market or
realizable values at any point in time may be substantially different than the base values obtained in the
appraisals

Regulation

The air transportation industry is highly regulated. Because we do not operate aircraft, we generally are
not directly subject to most of these laws. However, our lessees are subject to extensive regulation under the
laws of the jurisdiction in which they are registered or under which they operate. These laws govern, among
other things, the registration, operation, maintenance and condition of our aircraft.

Most of the aircraft are registered in the jurisdictions in which the lessees are certified as air operators.
As a result, our aircraft are subject to the airworthiness and other standards imposed by these jurisdictions.
Laws affecting the airworthiness of aircraft generally are designed to ensure that all aircraft and related
equipment are continuously maintained in proper condition to enable safe operation of the aircraft. Aircraft
manufacturers may also issue their own recommendations.

In addition to general requirements regarding maintenance of aircraft, aviation authorities issue
Airworthiness Directives (“ADs”) requiring the operators of aircraft to take particular maintenance actions.
ADs normally specify a period in which to carry out the required action or modification and, except for
emergency ADs with very short compliance periods, enough time is allowed to permit the implementation
of the ADs in connection with scheduled maintenance of the aircraft or engines. Each aircraft must be in full
compliance with the ADs issued by the aviation authority of the state of registration.

Each lessee generally is responsible for complying with ADs with respect to its aircraft and is required
to maintain the aircraft’s airworthiness. To the extent that a lessee fails to comply with ADs required to
maintain its certificate of airworthiness or other manufacturer requirements in respect of an aircraft, we may
have to bear the cost of such compliance. Under many leases, we have agreed to share the cost of
obligations under ADs (or similar requirements) with our lessees. In addition, if an aircraft is not subject to
a lease, we may bear (or, to induce a prospective lessee to take the aircraft on lease, may agree to pay) the
cost of compliance with ADs.

In addition to these direct cost expenditures, significant new requirements with respect to noise
standards, emission standards and other aspects of our aircraft or their operation could cause the value of
our aircraft portfolio to decrease. Other governmental regulations relating to noise and emissions levels may
be imposed not only by the jurisdictions in which the aircraft are registered, possibly as part of the
airworthiness requirements, but also in other jurisdictions where the aircraft operate. In addition, most
countries’ aviation laws require aircraft to be maintained under an approved maintenance program having
defined procedures and intervals for inspection, maintenance and repair. To the extent that our aircraft are
off lease or a lessee defaults in effecting such compliance, we will be required to comply with such
requirements at our expense.

In January 2009, the Commission of the European Communities issued EU Regulation No 29/2009
laying down requirements on data link services for the single European sky. This Regulation lays down
requirements for the coordinated introduction of data link services between aircraft in flight and ground-
based navigation services. The Regulation applies to:

(a) flight data processing systems, their constituents and associated procedures, and human-machine
interface systems, their constituents and associated procedures, serving air traffic control units
providing services to general air traffic;
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(b) airborne human-machine interface constituents and associated procedures; and

(c) air-ground communication systems, their constituents and associated procedures.

The Regulation will apply to all flights operating as general air traffic in accordance with instrument flight
rules within European airspace above an altitude of 28,500 feet (FL 285) from February 5, 2015.

It is currently anticipated that the cost of implementation of these requirements will be in the order of $0.7
million per aircraft, depending on the type and modification status of existing equipment on board the
aircraft with additional costs anticipated if avionic equipment requires upgrading or replacement.

There are a number of other outstanding ADs that may apply to the aircraft. The threshold for
compliance of these ADs can be driven by calendar time, or the flight hours or flight cycles accumulated by
the equipment, either since the equipment was new or since the effective date of the ruling. At this time, it is
not anticipated that any of these inspections or modifications will result in near term material costs that will
be borne by us given the dates of manufacture and current ages of aircraft in our fleet, the terms of leases
currently in place, usage and other conditions to effectiveness of these ADs and other factors.
This, however, is subject to change given that ADs and other rulings can be reissued to amend compliance
terms, and is also dependent on the specific ADs cost sharing clauses within the leases.
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II. Operating and Financial Review and Prospects
The following discussion and analysis of our financial condition and results of operations is not

audited and should be read in conjunction with our consolidated financial statements and related notes
included elsewhere in this Annual Report. The consolidated financial statements for each of the three years
ended December 31, 2013 have been prepared in accordance with U.S. GAAP, and are presented in U.S.
dollars. The discussion below contains forward-looking statements that are based upon our current
expectations and are subject to uncertainty and changes in circumstances. Actual results may differ
materially from these expectations due to changes in global, regional or local political, economic, business,
competitive, market, regulatory and other factors, many of which are beyond our control.

Overview
Our aircraft are leased under long-term contracts to a diverse group of airlines throughout the world.

We leverage the worldwide platform of AerCap to service our portfolio of leases. We acquired a portfolio of
41 aircraft pursuant to the asset purchase agreement, dated as of December 19, 2006 (the “Closing Date”),
between GFL, GE Capital and certain affiliates of GE that owned the aircraft (or the equity interests therein)
on the Closing Date (the “Asset Purchase Agreement”). We paid $1,459.4 million as consideration for the
portfolio of aircraft on the Closing Date.

Following the transfer of ownership on July 22, 2013 of one aircraft previously on finance lease and
the sale of three aircraft (one on December 18, 2009, one on April 27, 2010 and one on November 21, 2011)
as at December 31, 2013, our portfolio consisted of 37 aircraft. As at December 31, 2013, the weighted
average age of the aircraft in our portfolio was 12.2 years, and the weighted average remaining lease term of
our portfolio was 3.4 years. Our aircraft are subject to leases under which the lessee is responsible for most
operational, maintenance and insurance costs. The terms of our leases provide us with a stable source of
revenues and cash flows.

The following table presents the number of aircraft included in our consolidated financial statements as
at December 31, 2011, 2012 and 2013:

December 31, Number of Aircraft
2011 ................................................................. 38
2012 ................................................................. 38
2013 ................................................................. 37

Critical Accounting Policies
Our consolidated financial statements have been prepared in accordance with U.S. GAAP which

requires the application of accounting policies based on assumptions, estimates, judgments and opinions.
We continue to apply these policies based on the best information available at the time and on assumptions
believed to be reasonable under the circumstances.

The following is a discussion of the critical accounting policies and the methods of their application.
For a further description of our significant accounting policies, please read Note 3 to our consolidated
financial statements included in this Annual Report.

Revenue—Rental of Flight Equipment
We lease flight equipment (also referred to as “aircraft”) under operating leases and record rental

income on a straight-line basis over the term of the lease. Rentals received but unearned under the lease
agreements are recorded in “Rentals received in advance” on the balance sheet and included in “Other
liabilities” until earned. In certain cases, leases provide for additional rentals based on usage which is
recorded as revenue as it is earned under the terms of the lease. The usage is calculated based on hourly
usage or cycles operated, depending on the lease agreement. Usage is typically reported monthly by the
lessee and is non-refundable. Other leases provide for a lease-end adjustment payment by us or the lessee at
the end of the lease based on usage of the aircraft and its condition upon return. Lease-end adjustment
payments received are included in rental of flight equipment. Lease-end adjustment payments made are
capitalized in “Flight equipment under operating leases, net” when they relate to planned major
maintenance activities or expensed when they relate to light maintenance activities.
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Past-due rentals are recognized on the basis of our assessment of collectability. No revenues are
recognized, and no receivable is recorded, from a lessee when collectability is not reasonably assured.
Estimating whether collectability is reasonably assured requires some level of subjectivity and judgment.
When collectability of rental payments is not certain, revenue is recognized when cash payments are
received. Collectability is evaluated based on factors such as the lessee’s credit rating, payment
performance, financial condition and requests for modifications of lease terms and conditions as well as
security received from the lessee in the form of guarantees and/or letters of credit.

Flight Equipment under Operating Leases
Flight equipment under operating leases is recorded at cost less accumulated depreciation and

amortization. Costs related to lessee specific modifications are typically capitalized as part of “Flight
equipment under operating leases, net” and amortized over either the term of the lease or the depreciable life
of the aircraft depending upon the nature of the improvement. For planned major maintenance activities, we
typically capitalize the actual maintenance costs by applying the deferral method in accordance with FASB
ASC 360-10-15. We typically capitalize the actual cost of major overhauls, which is depreciated on a
straight-line basis over the period until the next overhaul is required.

Depreciation is computed on a straight-line basis to the aircraft’s estimated residual value over a period
of up to 20 years from the date of acquisition of the aircraft. Residual values are determined based on
estimated market values at the end of the depreciation period received from independent appraisers.

In accounting for flight equipment under operating lease, we make estimates on the estimated residual
values. Estimated residual values are determined based on independent appraisals of the aircraft’s estimated
market value at the end of the depreciation period. Exceptions may be made to this policy on a case-by-case
basis when, in our judgment, based on various factors, the residual value calculated pursuant to this policy
does not appear to reflect current expectations of the residual value of a particular aircraft. Such factors
include, but are not limited to, the extent of cash flows generated from future lease arrangements as a result
of changes in global and regional economic and political conditions resulting in lower demand for our
aircraft, the effect of government regulations including noise or emission standards, which may make
certain aircraft less desirable in the marketplace, incidents of lease restructuring, which result in lower lease
rates for troubled lessees, and other factors, many of which are outside of our control.

Flight equipment under operating leases is tested for recoverability whenever events or changes in
circumstances indicate that the related carrying amount may not be recoverable in accordance with FASB
ASC 360-10-15. An impairment loss is recognized when the carrying amount of the long-lived asset is not
recoverable and exceeds its fair value. The carrying amount of a long-lived asset is not recoverable if it
exceeds the sum of the undiscounted cash flows expected to result from the use and eventual disposition of
the asset. Any required impairment loss is measured as the amount by which the carrying amount of a long-
lived asset exceeds its fair value and is recorded as a reduction in the carrying value of the related asset and
a charge to operating results. Once an impairment results in a reduction in the carrying value of an asset, the
carrying value of such asset cannot thereafter be increased. Fair value is determined based on current market
values received from independent appraisers.

Aircraft that fulfill the criteria to be classified as held for sale in accordance with FASB Accounting
Standards Codification Topic No. 360 are stated at the lower of carrying value (i.e., cost less accumulated
depreciation and impairment charges) or fair value less estimated cost to sell. After an aircraft is designated
as held for sale, no further depreciation expense is recorded.

We record an impairment charge for any initial or subsequent write-down to fair value less estimated
cost to sell. A gain is recognized for any subsequent increase in fair value less cost to sell but not in excess
of the cumulative loss previously recognized. A gain or loss not previously recognized resulting from the
sale of a held for sale designated aircraft is recognized at the date of sale.

Finance Lease Receivable
Contracts to lease assets are classified as finance leases if they transfer substantially all the risks and

rewards of ownership of the asset to the lessee. Aircraft held as finance lease receivables are included in
“other assets” and are stated in the balance sheet at amounts equal to the fair value of the aircraft or, if
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lower, the present value of the minimum lease payments. Lease payments are apportioned between the
finance charge and the reduction of the outstanding asset/receivable. Finance lease income is allocated to
each period during the lease term so as to produce a constant periodic rate of interest on the remaining
balance of the asset/receivable.

Maintenance Expense
We record a charge for light maintenance expense when incurred in “Maintenance expense” on the

Statement of Income. These light maintenance costs relate primarily to those incurred in the re-leasing of
aircraft and during the transition between leases. For planned major maintenance activities, we typically
capitalize and depreciate the actual costs by applying the deferral method. These amounts capitalized are
included in “Flight equipment under operating leases, net” and are depreciated over the period until the next
overhaul is required.

Income Taxes
We apply FASB ASC 740-10, “Income Taxes” (“FASB ASC 740-10”), which requires the asset and

liability method of accounting for income taxes. Deferred income tax assets and liabilities are recognized
for the future tax consequences attributed to differences between the financial statements and tax basis of
existing assets and liabilities using enacted rates applicable to the periods in which the differences are
expected to affect taxable income. Deferred income tax asset represents amounts available to reduce income
taxes payable on taxable income in future years. The recoverability of these future tax deductions is
evaluated by assessing the adequacy of future taxable income from all sources, including the reversal of
temporary differences and forecasted operating earnings. No valuation allowance has been provided as it is
more likely than not that the deferred tax assets will be realized. Income taxes have been provided for all
items included in the Statements of Income regardless of when such items were reported for tax purposes or
when the taxes were actually paid or refunded.

We recognize the effect of income tax positions only if those positions are more likely than not of
being sustained based on the technical merits upon examination. In accordance with FASB Interpretation
No. 48, “Accounting for Uncertainty in Income Taxes—an Interpretation of FASB Statement 109” (“FIN
48”), we measure the benefit using a “cumulative probability” analysis where the measurement is based on
the manager’s best judgment about the amount that will be realized upon settlement. Recognized income tax
positions are measured at the largest amount of benefit that has a greater than 50% likelihood of being
realized upon settlement. Changes in recognition or measurement are reflected in a period in which the
change occurs.

Our accounting policy for recording interest and penalties associated with the liability for
unrecognized tax benefits is to record such items as a component of other expenses.

Derivative Financial Instruments
We have entered into derivative instruments to hedge the risk of variability in the cash flows associated

with the floating interest rate payments on the borrowings incurred to finance a portion of the consideration
paid for our portfolio of aircraft. We account for derivative instruments in accordance with FASB ASC 815,
“Derivatives and Hedging”, as amended and interpreted (“FASB ASC 815”). In accordance with FASB
ASC 815, all derivatives are recognized on the balance sheet at their fair value. Fair value may depend on
the credit rating and risk attaching to the counterparty of the derivative contracts. When cash flow hedge
accounting treatment is achieved under FASB ASC 815, the changes in fair values related to the effective
portion of the derivatives are recorded in accumulated other comprehensive income and the ineffective
portion is recognized immediately in earnings.

GFL discontinues hedge accounting prospectively when it determines that the derivative instrument is
no longer effective in offsetting cash flows attributable to the hedged risk, the derivative instrument expires
or is sold, terminated, or exercised, the forecasted transaction is not probable of occurring, or management
determines to remove the designation of the cash flow hedge. In all situations in which hedge accounting is
discontinued and the derivative instrument remains outstanding, GFL continues to carry the derivative
instrument at its fair value on the balance sheet and recognizes any subsequent changes in its fair value in
earnings. When it is probable that a component of the forecasted transaction will not occur, GFL
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discontinues hedge accounting and recognizes, immediately in earnings, gains and losses that were
accumulated in other comprehensive income related to the hedging relationship.  Gains and losses
recognized on forecast transactions that were accumulated in other comprehensive income that are still
expected to occur are recognized in earnings in the same periods during which the hedged transaction
affects earnings.

Results of Operations
The following table reflects the consolidated Statements of Income for the years ended December 31,

2011, 2012 and 2013.

Year Ended
December 31,

Year Ended
December 31,

Year Ended
December 31,

2011 2012 2013

Revenues
Rental of Flight Equipment ................ $154,213 $141,852 $160,518
Gain on sale of aircraft....................... — — —
Other income ..................................... 1,967 1,162 2,526

Total revenue ................................. 156,180 143,014 163,044
Expenses
Depreciation ...................................... 66,055 65,965 68,194
Impairment ........................................ 2,085 5,873 47,128
Interest ............................................... 37,391 13,906 11,296
Maintenance expense ......................... 1,424 16,630 7,035
Selling, general and administrative .... 5,794 3,703 3,287

Total operating expenses ................ 112,749 106,077 136,940

Income Before Taxes........................ 43,431 36,937 26,104
Provision for income taxes................. 5,555 5,100 3,244

Net Income ....................................... $37,876 $31,837 $22,860

Year Ended December 31, 2013 Compared to Year Ended December 31, 2012
As at December 31, 2013, our portfolio consisted of 37 aircraft and at December 31, 2012 our portfolio

consisted of 38 aircraft.

Rental revenues were $160.5 million for the year ended December 31, 2013, which increased by
13.2% from $141.9 million for the year ended December 31, 2012. This increase was primarily due to the
recognition of $24.3 million in respect of lease end compensation in 2013, partly offset by reduction in
rental revenues of $5.8 million related to non-revenue generating aircraft, lease transitions, aircraft
repossessions and decreased utilization. End of lease compensation in 2012 amounted to $1.1 million.

There was one aircraft sale in the year ended December 31, 2013 which generated no profit or loss and
there was no aircraft sales during the year ended December 31, 2012.

Other income was $2.5 million for the year ended December 31, 2013, compared to $1.2 million for
the year ended December 31, 2012. The increase was primarily due to $1.2 million being received from the
sale of unsecured claims in 2013. There were no sales of claims in 2012.

Depreciation of flight equipment was $68.2 million for the year ended December 31, 2013, which
increased by 3.4% from $66.0 million for the year ended December 31, 2012. The increase is due to
additional depreciation on capitalized maintenance.

Impairment of $47.1 million for the year ended December 31, 2013, related to the impairment charged
on the two B747-400 aircraft in the portfolio which was partly offset by the $17.7 million of end of lease
compensation recognized on these two aircraft in the year under rental of flight equipment. Impairment of
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$5.9 million for the year ended December 31, 2012, related to the impairment charged on one A320-200
aircraft in the portfolio.

Interest expense was $11.3 million for the year ended December 31, 2013, compared to $13.9 million
for the year ended December 31, 2012. The reduction in the interest expense year on year is due to lower
debt balances and lower LIBOR. From the date of the cessation of hedge accounting on the swap which
expired on December 19, 2011, all derivative fair value movements on this swap were recognized through
the income statement. This initial interest rate swap expired on December 19, 2011. In 2013 and 2012 all
swaps were hedge effective; therefore, there are no fair value movements recognized through the income
statement.

Maintenance expense was $7.0 million for the year ended December 31, 2013, which was $9.6 million
lower than the $16.6 million for the year ended December 31, 2012. Maintenance expense primarily reflects
costs associated with the transition of aircraft to a new lessee and the repossession and re-marketing of
aircraft subject to lease terminations, offset by the recognition of security in accordance with those leases. In
2012, the cost of major overhauls on the B737 classic aircraft and A319 aircraft were expensed given the
impairment pressures on these aircraft types. During 2013, no aircraft repossession occurred, while in 2012
one aircraft was repossessed.

Selling, general and administrative expenses were $3.3 million for the year ended December 31, 2013,
which decreased by 11.2% from $3.7 million for the year ended December 31, 2012. This decrease
primarily related to decreased professional fees incurred during the year ended December 31, 2013.

Provision for income taxes was $3.2 million, reflecting an actual tax rate of 12.4% for the year ended
December 31, 2013, compared to a charge of $5.1 million reflecting, an actual tax rate of 13.8% for the year
ended December 31, 2012.

Year Ended December 31, 2012 Compared to Year Ended December 31, 2011
As at December 31, 2012, and at December 31, 2011 our portfolio consisted of 38 aircraft.

Rental revenues were $141.9 million for the year ended December 31, 2012, which decreased by 8.0%
from $154.2 million for the year ended December 31, 2011. This decrease was primarily due to a reduction
in rental revenues of $6.1 million related to non-revenue generating aircraft, lease transitions, aircraft
repossessions and decreased utilization, and the receipt of $6.2 million in respect of lease end compensation
in 2011. There were no lease end adjustments received in 2012.

There were no aircraft sales in the year ended December 31, 2012 and there was no gain or loss
recorded on the sale of one aircraft during the year ended December 31, 2011.

Other income was $1.2 million for the year ended December 31, 2012, compared to $2.0 million for
the year ended December 31, 2011. The decrease was primarily due to $0.4 million being received from the
sale of spare parts and $0.3 million being received for an early lease termination in the year ended
December 31, 2011. There were no sales of spare parts or early lease termination payments in 2012.

Depreciation of flight equipment was $66.0 million for the year ended December 31, 2012, which is
broadly in line with the charge of $66.1 million for the year ended December 31, 2011.

Impairment of $5.9 million for the year ended December 31, 2012, related to the impairment charged
on one A320-200 aircraft in the portfolio which was AOG at December 31, 2012. Impairment of $2.1
million for the year ended December 31, 2011, related to the impairment charged on one B737 classic
aircraft in the portfolio.

Interest expense was $13.9 million for the year ended December 31, 2012, compared to $37.4 million
for the year ended December 31, 2011 (inclusive of $34.5 million of fair value swap movements being
offset by $27.4 million of OCI amortization). From the date of the cessation of hedge accounting on the
swap which expired on December 19, 2011, all derivative fair value movements on this swap were
recognized through the income statement. This initial interest rate swap expired on December 19, 2011. In
2012 all swaps were hedge effective; therefore, there are no fair value movements recognized through the
income statement.
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Maintenance expense was $16.6 million for the year ended December 31, 2012, which was $15.2
million higher than the $1.4 million for the year ended December 31, 2011. Maintenance expense primarily
reflects costs associated with the transition of aircraft to a new lessee and the repossession and re-marketing
of aircraft subject to lease terminations, offset by the recognition of security in accordance with those leases.
In 2012, the cost of major overhauls on the B737 classic aircraft and A319 aircraft were expensed given the
impairment pressures on these aircraft types. During 2012, one repossession occurred, while in 2011 no
aircraft was repossessed.

Selling, general and administrative expenses were $3.7 million for the year ended December 31, 2012,
which decreased by 36.1% from $5.8 million for the year ended December 31, 2011. This decrease
primarily related to decreased professional fees incurred during the year ended December 31, 2012 and the
reduction in servicer fees by 50% during the year ended December 31, 2012 in accordance with the
Servicing Agreement.

Provision for income taxes was $5.1 million, reflecting an actual tax rate of 13.8% for the year ended
December 31, 2012, compared to a charge of $5.6 million reflecting, an actual tax rate of 12.8% for the year
ended December 31, 2011.

Liquidity and Capital Resources
Our Cash Flows

Year Ended December 31, 2013 compared to Year Ended December 31, 2012

Cash flows generated from operations were $125.5 million in 2013, compared to $108.7 million in
2012.

Cash flows from investing activities relate primarily to capitalized maintenance and the designation of
certain cash balances as restricted cash. Cash used in investing activities in 2013 was $10.3 million,
compared to cash used in investing activities of $14.8 million in 2012.

Cash flows from financing activities relate primarily to the payment of dividends to AerCap
International and the repayments made on the Class G-1 Notes and the Liquidity Facility. Cash was also
received for a capital contribution in 2013.

Cash flows used in financing activities were $112.9 million for the year ended December 31, 2013
compared to cash flows from financing activities of $94.3 million for the year ended December 31, 2012.

Year Ended December 31, 2012 compared to Year Ended December 31, 2011

Cash flows generated from operations were $108.7 million in 2012, compared to $108.3 million in
2011.

Cash flows from investing activities relate primarily to capitalized maintenance and the designation of
certain cash balances as restricted cash. Cash used in investing activities in 2012 was $14.8 million,
compared to cash used in investing activities of $10.4 million in 2011.

Cash flows from financing activities relate primarily to the payment of dividends to AerCap
International and the repayments made on the Class G-1 Notes and the Liquidity Facility.  Cash was also
received for a capital contribution in 2013.

Cash flows used in financing activities were $94.3 million for the year ended December 31, 2012
compared to cash flows from financing activities of $108.1 million for the year ended December 31, 2011.

Fair Value Measurement

We have entered into interest rate swaps to hedge the risk of variability in the cash flows associated
with the floating interest rate payments on the borrowings incurred to finance a portion of the consideration
paid for our portfolio of aircraft. All derivatives are recognized on the balance sheet at their fair value. We
determine fair value based on the price that would be received to sell an asset or paid to transfer a liability in
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an orderly transaction between market participants at the measurement date. Fair value may depend on the
credit rating and risk attaching to the counterparty of the derivative contracts.

Our policy is to maximize the use of observable inputs and minimize the use of unobservable inputs
when developing fair value measurements, in accordance with the fair value hierarchy of FASB ASC 820,
“Fair Value Measurements and Disclosures”.  The fair values determined by us are derived principally
from or corroborated by observable market data. Inputs include quoted prices for similar assets, liabilities
(risk adjusted) and market-corroborated inputs, such as market comparables, interest rates, yield curves and
other items that allow fair value to be determined. Due to the continuing market conditions, we applied
additional inputs to the fair value determination in the form of credit spreads, credit default swaps and an
assessment of the probability of our own non-performance and of default by any of the Swap
Counterparties.

The fair value of our derivative was $(4.2) million out of the money as at December 31, 2013, which
decreased 50.6% from $(8.5) million out of the money as at December 31, 2012.

Following the sale of one aircraft on December 18, 2009, in accordance with the Indenture, an
additional principal repayment of the Class G-1 Notes of $7.1 million was made on January 19, 2010. As a
result, cash flow hedge accounting treatment for the initial interest rate swap is no longer achieved under
FASB ASC 815 as the forecasted transaction, as described in the original hedge documentation, is no longer
probable of occurring.  Therefore, cash flow hedge accounting for the initial swap was discontinued
prospectively from the date of sale on December 18, 2009.  From this date, all subsequent derivative fair
value movements on the initial swap were recognized through the income statement.  In addition, the
portion of the derivative loss in Accumulated Other Comprehensive income related to repayment of the
Notes was immediately reclassified from Other Comprehensive Income to Interest Expense. The remaining
balance in Other Comprehensive Income in respect the initial swap was amortized into Interest Expense
over the remaining periods during which the original hedged forecasted transaction affected earnings.  The
initial interest rate swap expired on December 19, 2011.

Cash flow hedge accounting is applicable on all of the subsequent swaps entered into with Wells Fargo.
Therefore, all derivative fair value movements are recognized through Accumulated Other Comprehensive.

Our Future Sources of Liquidity

Our short-term liquidity needs include working capital for operations associated with our aircraft. We
expect that the cash on hand, cash flow provided by operations and availability of borrowings under our
Liquidity Facility (described below) will satisfy our short-term liquidity needs with respect to our business.
The Indenture governing the securitization previously required that we maintained a debt service coverage
ratio from November 2009 through November 2011 above the threshold specified under the Indenture. If
lessees of the aircraft held by us default under their leases, we may be unable to comply with this covenant
and all available cash flow from the portfolio will be applied to the repayment of the Notes, until such time
as the threshold is again maintained.

Dividend Policy

From November 21, 2011, and until such time as the Notes are repaid, cash flow generally is not
available to us for the payment of dividends because principal payments on the Notes are not fixed in
amount but rather are determined monthly based on revenues collected, costs and other liabilities incurred
prior to the relevant payment date. Since November 21, 2011, all revenues collected during each monthly
period are applied to repay the outstanding principal balance of the Notes, after the payment of certain
expenses and other liabilities, including the fees of the service providers (including the Servicer, and
AerCap International in its role as manager), the Liquidity Facility Provider (as defined below) and the
policy provider, interest on the Notes and interest rate swap payments, all in accordance with the priority of
payments set forth in the Indenture.

Maintenance

Under our leases, the lessee is generally responsible for normal maintenance and repairs, airframe and
engine overhauls, obtaining consents and approvals and compliance with return conditions of aircraft on
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lease. In certain cases, we may be obligated to make contributions to the lessee for expenses related to
planned major maintenance. In many cases, we also agree to share with our lessees the cost of compliance
with airworthiness directives.

As at December 31, 2013, our portfolio included 21 leases pursuant to which we collect additional rent
that is determined based on usage of the aircraft measured by hours flown or cycles operated and we are
obligated to make contributions to the lessee for expenses incurred for certain planned major maintenance.
Such contributions are determined based on the lesser of the cost of the event and a formula in the lease
which is based on usage since the last major maintenance event. Planned major maintenance includes heavy
airframe, off-wing engine, landing gear and auxiliary power unit overhauls and replacements of engine life
limited parts. We are not obligated to make maintenance contributions under such leases at any time that a
lessee default is continuing.

Under the remaining 14 leases that were in our portfolio as at December 31, 2013, we were not
obligated to make any maintenance contributions. However, most of these 14 leases provide for a lease-end
adjustment payment based on the usage of the aircraft during the lease and its condition upon return. Most
such payments are likely to be made by the lessee to us, although payments may be required to be made by
us although contributions may be required to be made by us for certain planned major maintenance
activities.

Capital Expenditures

We expect to make capital expenditures from time to time in connection with improvements to our
aircraft. These expenditures typically include the cost of major overhauls and modifications. As at
December 31, 2013, the weighted average age of the aircraft in our portfolio was 12.2 years. In general, the
costs of operating an aircraft, including capital expenditures, increase with the age of the aircraft.

Seasonality

Our aircraft are leased under long-term contracts and are not subject to the effect of seasonal variation
in demand.

Related Party Transactions

On March 25, 2010, Genesis and AerCap announced the completion of the amalgamation of Genesis
with AerCap International, a wholly-owned subsidiary of AerCap, as contemplated by the Amalgamation
Agreement, among Genesis, AerCap and AerCap International. Pursuant to the Amalgamation Agreement,
Genesis was amalgamated with AerCap International, with the resulting amalgamated company continuing
as a wholly-owned subsidiary of AerCap. The Amalgamation was approved by the shareholders of Genesis
at a special general meeting held on March 23, 2010 and became effective pursuant to a Certificate of
Amalgamation issued by the Registrar of Companies in Bermuda on March 25, 2010.

Following the Amalgamation, AerCap International owns 100% of the Class A common shares in the
GFL Group. Prior to the Amalgamation, Genesis owned 100% of the Class A common shares in the GFL
Group.

Prior to the Amalgamation, Genesis acted as the manager pursuant to a management agreement, dated
as of December 19, 2006 (the “Management Agreement”). Following the Amalgamation, AerCap
International acts as the manager. In connection therewith, the manager provides us with certain
administrative, accounting and other services, including preparing budgets for our approval and preparing
and arranging for all regulatory and other filings on our behalf. We have agreed to pay a fee of $0.4 million
to the manager for services under the Management Agreement.  For the year ended December 31, 2013,
$0.4 million was expensed pursuant to the Management Agreement.

During the year ended December 31, 2013 no dividends were paid on our common shares to our parent
entity (2012: $Nil).

During the year ended December 31, 2010, in order to secure permission from the Policy Provider,
FGIC, for a conditional sale of one aircraft, AerCap International provided a guarantee, in respect of this
aircraft only, that in the event that the Company could not meet any arising shortfall between the Target
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Note Price and the consideration received in respect of the sale of this aircraft, AerCap International would
contribute sufficient funds to cover any such shortfall. In the event that AerCap International was not able to
cover any such shortfall, AerCap guaranteed that, in respect of this aircraft only, it would make a capital
contribution to AerCap International to permit coverage of any such shortfall.

During the year ended December 31, 2013, AerCap Ireland, a wholly-owned subsidiary of AerCap,
contributed an amount of $3.0 million (2012: Nil, 2011: $1.1 million and 2010: $4.7 million) to the
Company for no consideration, which has been recorded as Additional Paid in Capital (APIC).

On January 23, 2013, one A319 aircraft (the "Aircraft") was redelivered from a lessee based in
Germany. A lease agreement was previously signed in April 2012 with a Georgian based lessee (the
"Lessee") to lease this Aircraft upon redelivery from Germany. The Lessee subsequently approached the
Servicer and requested to exchange the Aircraft for an A320 aircraft. GFL did not have any available A320
aircraft, however, the Servicer owned an A320 aircraft which was able to facilitate this request. The
Servicer agreed to terminate the Aircraft's lease agreement on the basis that GFL would receive arms-length
compensation from the Servicer in the event that any subsequent lease of the Aircraft was on less favourable
terms than the terminated lease. On January 28, 2013 the Board of GFL agreed arms-length compensation
with the Servicer for the shortfall of a proposed lease of the Aircraft compared to the previously terminated
lease.

We entered into the following agreements with certain affiliates of GE on December 19, 2006:

Asset Purchase Agreement

We acquired the aircraft in the portfolio pursuant to the Asset Purchase Agreement. The purchase took
place through our acquisition of beneficial interests in entities that own the aircraft in the portfolio or the
acquisition by our subsidiaries of aircraft in the portfolio. The purchase price for the aircraft in our portfolio
was $1,459.4 million.

Servicing Agreement

Pursuant to a now terminated servicing agreement previously entered into with GECAS, GECAS
previously provided GFL with most services related to leasing its fleet of aircraft, including marketing
aircraft for lease and re-lease, collecting rents and other payments from lessees, monitoring maintenance,
insurance and other obligations under leases and enforcing rights against lessees from the closing date until
June 30, 2011. On June 30, 2011, AerCap’s subsidiary, AerCap Ireland Limited (“AerCap Ireland”),
replaced GECAS as servicer to GFL (in such capacity, the “Servicer”). Under a servicing agreement among
the Servicer, GFL and Financial Guaranty Insurance Company, as the policy provider, dated as of June 30,
2011 (the “Servicing Agreement”), the Servicer provides GFL with most services related to leasing its fleet
of aircraft, including marketing aircraft for lease and re-lease, collecting rents and other payments from
lessees, monitoring maintenance, insurance and other obligations under leases and enforcing rights against
lessees.

GFL agreed to pay the Servicer a base servicing fee, additional servicing fees based on rental amounts
due and paid under leases and sales fees for assisting in aircraft dispositions. In accordance with the
Servicing Agreement, servicing fees for the period on or after December 19, 2011 shall be reduced by 50%
until the earlier of (x) the occurrence of certain insolvency events relating to the Servicer as further
described in the Servicing Agreement or (y) such time as the accumulated amount of servicing fees forborne
by the Servicer as a result of such reduction is equal to $10 million, whereupon the Servicer is again entitled
to receive 100% of the servicing fees due and payable under the Servicing Agreement.

Securitization

In December 2006, we completed a securitization transaction that generated net proceeds of
approximately $794.3 million after deducting initial purchasers’ discounts and fees. Under the terms of the
securitization, we issued the Notes. The Notes are our direct obligations and are not obligations of, or
guaranteed by, GE, any of its affiliates or AerCap International.

The Notes have the benefit of a financial guaranty insurance policy issued by FGIC, which has issued
a financial guaranty insurance policy to support the payment of interest when due on the Notes and the
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payment of the outstanding principal balance of the Notes on the final maturity date of the notes and, under
certain other circumstances, prior thereto.

The Notes were originally rated Aaa by Moody’s and AAA by S&P.  These ratings were based on the
financial strength of FGIC since FGIC issued an insurance policy that guarantees certain payment
obligations of GFL under the Notes.  FGIC’s financial strength ratings have been subject to several
downgrades and, as of the date of this Annual Report, FGIC’s financial strength is rated NR by both
Moody’s and S&P. As a result, Moody’s and S&P have published stand-alone ratings of the Notes of A3
and A-, respectively.

The Notes were issued pursuant to the terms of the Indenture.

Interest Rate

The Notes bear interest at one-month LIBOR plus 0.24%. Interest expense for the securitization also
includes amounts payable to the policy provider and the Liquidity Facility provider thereunder. We have
also entered into an interest rate swap agreement intended to hedge the interest rate exposure associated
with issuing the floating-rate obligations of the Notes.

Maturity Date

The final maturity date of the Notes is December 19, 2032.

Class G-1 Notes Refinancing

At the time the Notes were issued, an expected final payment date of December 19, 2011 was
established based on the assumption that the Class G-1 Notes would be refinanced on or before December
19, 2011. On November 29, 2011 the directors of GFL determined that, under then current market
conditions, it was not in the best interest of GFL to refinance the Notes on or before December 19, 2011.
Subsequent to that date and most recently on March 5, 2014, the directors of GFL reaffirmed their decision
not to refinance the Notes given prevailing market conditions.

Payment Terms

Interest on the Notes is due and payable on a monthly basis. Scheduled monthly principal payments on
the Notes commenced in December 2009 through November 21, 2011, subject to satisfying certain debt
service coverage ratios and other covenants. Thereafter, cash flow is not available to us for the payment of
dividends because principal payments are not fixed in amount but rather are determined monthly based on
revenues collected and costs and other liabilities incurred prior to the relevant payment date. Since
November 21, 2011, all revenues collected during each monthly period are applied to repay the outstanding
principal balance of the Notes, after the payment of certain expenses and other liabilities, including the fees
of the service providers (including the Servicer, and AerCap International in its role as manager), the
liquidity facility provider and the policy provider, interest on the Notes and interest rate swap payments, all
in accordance with the priority of payments set forth in the Indenture.

Redemption

We may, on any payment date, redeem the Notes by giving the required notices and depositing the
necessary funds with the trustee. A redemption prior to acceleration of the Notes may be of the whole or any
part of the Notes. A redemption after acceleration of the Notes upon default may only be for the whole of
the Notes. We may, on or after December 19, 2009, redeem the Notes in whole or from time to time in part,
together with accrued and unpaid interest to, but excluding, the date fixed for redemption.

Collateral

The Notes are secured by first priority, perfected security interests in and pledges or assignments of
equity ownership and beneficial interests in the subsidiaries of GFL, their interests in the leases of the
aircraft they own, cash held by or for them and by their rights under agreements with AerCap Ireland, the
initial liquidity facility provider, hedge counterparties and the Policy Provider. The Notes are also secured
by a lien or similar interest in any of the aircraft in the initial portfolio that are registered in the United
States or Ireland.
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Default and Remedies

We will be in default under the transaction documents in the event that, among other things, interest on
the Notes is not paid on any payment date (after a grace period of five business days) or principal due on the
final maturity date is not paid, certain other covenants are not complied with and such noncompliance
materially adversely affects the noteholders, GFL or any of its significant subsidiaries becomes the subject
of insolvency proceedings or a judgment for the payment of money exceeding five percent of the
depreciated base value of the portfolio is entered and remains un-stayed for a period of time. Following any
such default and acceleration of the Notes by the controlling party (initially, the Policy Provider), the
security trustee may, at the direction of the controlling party, exercise such remedies in relation to the
collateral as may be available to it under applicable law, including the sale of any of the aircraft at public or
private sale.

Certain Covenants

We are subject to certain operating covenants including relating to the maintenance, registration and
insurance of the aircraft as set forth in the Indenture. The Indenture also contains certain conditions and
constraints which relate to the servicing and management of the portfolio including covenants relating to the
disposition of aircraft, lease concentration limits, restrictions on the acquisition of additional aircraft and
restrictions on the modification of aircraft and capital expenditures as described below. AerCap Ireland has
agreed to use commercially reasonable efforts to perform its services pursuant to the servicing agreement
for our portfolio, subject to certain provisions of the Indenture as they relate to the services provided by
AerCap Ireland thereunder. As at December 31, 2013, we are in compliance with the terms of the covenants
of the Indenture.

Aircraft Dispositions

Our ability to sell aircraft is limited under the securitization documentation. We may sell up to six
aircraft without the consent of the policy provider and additional aircraft with the consent of the policy
provider provided that such sales do not violate the concentration limits discussed below and the price is
above 107% of the obligations of the Notes allocable to such aircraft. We may also sell aircraft provided
that (1) sales in any one year do not exceed 10% of the initial average base value of all our aircraft as
adjusted for depreciation as provided in the Indenture, (2) such sales do not violate the concentration limits,
(3) Moody’s confirms its rating on the Notes and (4) the policy provider consents. During the year ended
December 31, 2013, one aircraft was sold.

Concentration Limits

We may only enter into a future lease (other than a renewal, extension or restructuring of any lease) if,
after entering into such future lease, we are in compliance with certain criteria in respect of limits based on,
among other things, the proportion of our portfolio leased to our largest lessees, the regional concentration
of our lessees and the sovereign ratings of the countries in which our lessees are located. We will be
permitted to vary from these limits if we receive a confirmation from Moody’s that it will not lower, qualify
or withdraw its ratings on the Notes as a result of such lease and the policy provider consents to such lease.
These limits may place limits on our ability (absent a third-party consent) to re-lease the aircraft in our
portfolio to certain customers at certain times, even if to do so would provide the best risk-adjusted cash
flow and would be within our risk policies then in effect.

Leases

When re-leasing any aircraft, we must do so in accordance with certain core lease provisions set forth
in the Indenture. The core lease provisions include, but are not limited to, maintenance, return conditions in
respect of the aircraft, lease termination events and prohibitions on the assignments of the leases. These core
lease provisions may not be amended without the consent of the policy provider.

Additional Aircraft

We are not permitted to acquire any aircraft other than the aircraft in the portfolio unless certain
conditions are satisfied, including that the acquisition does not result in an event of default under the
transaction documents and does not result in a default under the applicable concentration limits. AerCap
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International has the right to contribute additional aircraft from time to time to GFL. In the event that
additional Notes are issued to finance the acquisition of additional aircraft, GFL must obtain the prior
written consent of the policy provider and Liquidity Facility provider and a confirmation from the rating
agencies rating the Notes that they will not lower, qualify or withdraw their ratings on the Notes as a result
of the acquisition. Additional aircraft may include, among other things, aircraft, engines and entities with an
ownership or leasehold interest in aircraft or engines. Any additional Notes issued rank pari passu in right
of payment of principal and interest with our outstanding Notes. The acquisition of additional aircraft also
requires the approval of the directors (including the equity director) of GFL.

Modification of Aircraft and Capital Expenditures

We are generally not permitted to make capital expenditures in respect of any optional improvement or
modification of an aircraft in the portfolio, including aircraft conversions from passenger to cargo aircraft,
or for the purpose of purchasing or otherwise acquiring any engines or parts outside of the ordinary course
of business, excluding any capital expenditures made in the ordinary course of business in connection with
an existing or new lease or the sale of an aircraft, and excluding capital expenditures where: (1) conversions
or modifications are funded by capital contributions from AerCap International, (2) modification payments
are made the aggregate net cash cost of which do not exceed 5% of the aggregate initial average base value
of the portfolio (other than modification payments funded, with capital contributions from AerCap
International) or (3) modification payments are permitted under the servicing agreements without express
prior written approval of GFL.

Other Covenants

The Indenture contains other covenants customary for a securitization, including covenants that restrict
the investment and business activities of the GFL Group, maintain the special purpose and bankruptcy
remoteness characteristics of the GFL Group, limit the amount and type of debt, guarantees or other
indebtedness that can be assumed by the GFL Group’s entities, restrict the GFL Group’s ability to grant
liens or other encumbrances, require the maintenance of certain airline hull, liability, war risk and
repossession insurance and limit the ability of the members of the GFL Group to merge, amalgamate,
consolidate or transfer assets.

Liquidity Facility

GFL and the Liquidity Facility Provider are parties to the Liquidity Facility. Following the expiry of
the $15.0 million tranche of the Liquidity Facility in December 2009, the amount available to be drawn
under the Liquidity Facility is $60.0 million, to cover certain expenses of GFL including maintenance
expenses, interest rate swap payments and interest on the Notes issued under the Indenture. GFL is required
to reimburse the Liquidity Facility Provider for the amount of such drawing plus accrued interest on such
drawing in accordance with the order of priority specified in the Indenture. Drawings under the Liquidity
Facility bear interest at one-month LIBOR plus a spread of 120 basis points. As at December 31, 2013, we
had no drawings outstanding under the $60.0 million tranche of the Liquidity Facility.

Additionally, from the Budgeted Cash Account Termination date of December 21, 2009, all
supplemental rent is deposited into the Collections Account and may be used to cover certain of our
expenses, including maintenance expenses reasonably anticipated in accordance with the Indenture.

We pay an annual commitment fee of 60 basis points on each payment date.

Upon the occurrence of certain events, including a downgrade of the Liquidity Facility Provider below
a certain ratings threshold, the Liquidity Facility will be drawn in full and the proceeds will be deposited in
an account established under the Indenture and will be available for the same purposes as drawings under
the Liquidity Facility.

Analysis of Activity in the Collection Account

We make monthly payments on the Notes on the 19th day of each month, or the next business day if the
19th is not a business day (the “Payment Date”). The amount of cash available for payment is determined on
the “Calculation Date,” which is defined as being five business days prior to the Payment Date.
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The following unaudited data represents the activity in the Collection Account from December 13,
2012 to December 12, 2013, the final Calculation Date in 2013.

Collection Account Activity (1)

U.S. Dollars
Opening cash balance December 13, 2012 -

Collections during period:
  Base Rent $115,158,702
  Additional Rent 31,574,059

Other Income 9,643,393
156,376,154

Interest payments on Notes (2,715,037)
Transfer to Expense Account (30,694,497)
Policy premium payments (2,665,509)
Class B Shareholder payments (9,996)
Other -
Class G-1 Notes Principal Payments (115,847,495)
Repayment of Credit Facility Advance Obligations -
Net swap receipts (payable) / receivable (4,443,620)
Net transfers from (to) Class G-1 Notes Account -

Closing cash balance December 12, 2013 -

(1) The Collection Account Activity represents collections received from December 13, 2012 up to and
including December 12, 2013 and the related distribution of those collections on the subsequent Payment
Dates.  Consequently, the Collection Account activity excludes payments made on December 19, 2012
based on the December 12, 2012 Calculation Date and includes payments made on December 19, 2013
based on the December 12, 2013 Calculation Date.  As a result, the opening and closing cash balances are
zero as they have been adjusted to reflect the payments made on December 19, 2012 and December 19,
2013, respectively. The Collection Account Activity excludes security deposits received, which are
transferred to the Security Deposit Account, in accordance with the Indenture.

As at December 31, 2013, the balance in the Collection Account was $9,117,039 which represents the
amounts collected under the leases between December 13, 2012 and December 31, 2013.

Analysis of Actual Cash flow versus Assumed Case

The Offering Memorandum dated November 21, 2006 (the “Offering Memorandum”) issued by the
Issuer in connection with the initial offering of the Notes by GFL contains assumptions in respect of our
assumed cash flows and expenses (the “Assumed Case”). The following unaudited data contains an analysis
of the actual cash flows versus the Assumed Case from December 13, 2012 to December 12, 2013, the final
Calculation Date of 2013. The cash flows exclude payments made on December 19, 2012 based on the
December 12, 2012 Calculation Date and include payments made on December 19, 2013 based on the
December 12, 2013 Calculation Date. This analysis is provided based on the Assumed Case, as required by
the Indenture relating to the Notes. Accordingly, the assumptions used in this analysis have not been and
will not be updated by GFL.
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Actual Cash Flows versus Assumed Case
For Period December 20, 2012 to December 19, 2013

Actual Assumed Case Difference Variance
Total Cash Collections U.S. Dollars U.S. Dollars U.S. Dollars
Net Lease Revenues * 146,732,760 150,010,597 (3,277,837) (2.2%)
Investment Income - 260,218 (260,218) (100.0%)
Other Income 9,643,394 - 9,643,394 100.0%

Total Cash collections 156,376,154 150,270,815 6,105,339 (4.1%)

Cash Expenses
Servicer Fees 2,544,010 4,922,618 (2,378,608) (48.3%)
External Administration Expenses 3,305,682 1,346,925 1,958,757 145.4%
External Wrap Fee 2,665,509 2,771,148 (105,639) (3.8%)
Liquidity Facility Fees and Interest 365,000 360,000                   5,000 1.4%
Operating and Other Expenses ** 24,479,805 5,464,583 19,015,222 348%

Total Cash Expense 33,360,006 14,865,274 18,494,732 124.4%

Net Cash Collections
Total Cash collections 156,376,154 150,270,815 6,105,339 4.1%
Total Cash expenses (33,360,006) (14,865,274) (18,494,732) 124.4%
Liquidity Reserves Cash flows - - - -
Class G-1 Notes Interest Payments (2,715,037) (36,709,564) 33,994,527 (92.6%)
Swap Payments (4,443,620) - (4,443,620) (100.0%)

Net Cash Collections 115,857,491 98,695,977 17,161,514 17.4%

Class G-1 Notes Principal Payments 115,847,495 98,695,977 17,151,518 17.4%
Credit Facility Repayments - - - 100.0%
Class B Shareholder Accts Pmts 9,996 - 9,996 100.0%
Equity Dividend Distributions - - - 100.0%

Total Payments 115,857,491 98,695,977 17,161,514 17.4%
* The Assumed Case Net Lease Revenues represents gross lease revenues less the Stress Related Gross
Reduction Amount for aircraft on ground (“AOG”), lessee defaults, aircraft repossession costs and bad debts
calculated as 3.92% of gross lease revenues.

** The Assumed Case Operating and Other Expenses represents 3.5% of gross lease revenues for operating
expenses and contingent costs, including insurance expenses, aircraft re-leasing costs, leasing transaction
expenses, maintenance expenditures net of Additional Rent.
Analysis of Actual Cash Flow versus Assumed Case

The Offering Memorandum used in connection with the initial offering of the Notes by GFL contains
assumptions in respect of our future cash flows and expenses (the "Assumed Case"). The following
unaudited data contains an analysis of the actual cash flows versus the Assumed Case from December 19,
2006 to December 12, 2013, the final Calculation Date of 2013. The cash flows include payments made on
December 19, 2013 based on the December 12, 2013 calculation date. This analysis is provided based on
the Assumed Case, as required by the Indenture relating to the Notes. Accordingly, the assumptions used in
this analysis have not been and will not be updated by GFL.
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Actual Cash Flows versus Assumed Case
For Period December 19, 2006 to December 19, 2013

Actual Assumed Case Difference Variance

Total Cash Collections U.S. Dollars U.S. Dollars U.S. Dollars
Net Lease Revenues * 1,062,778,477 1,002,203,982 60,574,495 6.04%
Investment Income 663,084 260,218 402,866 154.82%

Other Income 12,818,371 1,478,271 11,340,100 767.12%

Total Cash collections 1,076,259,932 1,003,942,471 72,317,461 7.20%

Cash Expenses
Servicer Fees 31,495,842 33,461,863 (1,966,021) (5.88%)
External Administration Expenses 12,594,248 9,179,357 3,414,891 (37.20%)
External Wrap Fee 23,021,544 23,308,736 (287,192) (1.23%)
Liquidity Facility Fees and Interest 2,620,942 2,790,000 (169,058) (6.06%)
Operating and Other Expenses ** 101,634,568 36,508,264 65,126,304 178.39%

Total Cash Expense 171,367,144 105,248,220 66,118,924 62.82%

Net Cash Collections
Total Cash collections 1,076,259,932 1,003,942,471 72,317,461 7.20%
Total Cash expenses (171,367,144) (105,248,220) (66,118,924) 62.82%
Liquidity Reserves Cash flows - - - -
Class G-1 Notes Interest Payments (90,828,426) (308,772,215) 217,943,789 (70.58%)
Swap Receipts/(Payments) (133,778,411) 8,331,303 (142,109,714) (1705.73%)

Net Cash Collections 680,285,951 598,253,339 82,032,612 13.71%

Class G-1 Notes Principal Payments 257,495,834 221,015,550 36,480,284 16.51%
Credit Facility Repayments 9,683,530 - 9,683,530 100.0%
Class B Shareholder Accts Pmts 69,969 - 69,969 100.0%
Equity Dividend Distributions 413,036,618 377,237,789  35,798,829 9.49%

Total Payments 680,285,951 598,253,339 82,032,612 13.71%
* The Assumed Case Net Lease Revenues represents gross lease revenues less the Stress Related Gross
Reduction Amount for aircraft on ground (“AOG”), lessee defaults, aircraft repossession costs and bad debts
calculated as 3.92% of gross lease revenues.

** The Assumed Case Operating and Other Expenses represents 3.5% of gross lease revenues for operating
expenses and contingent costs, including insurance expenses, aircraft re-leasing costs, leasing transaction
expenses, maintenance expenditures net of Additional Rent.
The Combination of the Stress Related Gross Reduction Amount and Operating Expenses and Contingent Costs
total to the Assumed Case Gross Revenue Reduction of 7.42% as outlined in the Offering Memorandum.

Notes to unaudited Actual Cash Flows versus Assumed Case:
The line item descriptions below should be read in conjunction with the Actual Cash Flows versus Assumed Case
reports provided above. All variance discussion relates to the period December 20, 2012 to December 19, 2013.

Net Lease Revenues.
Mainly represents base rentals received adjusted under the Assumed Case as described above.
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Investment Income.
Represents interest received on balances held in the accounts.

Servicer Fees.
Represents amounts paid to AerCap Ireland as servicers to our aircraft, in accordance with the terms of the
servicing agreement. In accordance with the Servicing Agreement, servicing fees paid to AerCap Ireland for
the period on or after December 19, 2011 have reduced by 50% until the earlier of (x) the occurrence of
certain insolvency events relating to AerCap Ireland as further described in the servicing agreement or (y)
such time as the accumulated amount of servicer fees forborne by the Servicer as a result of such reduction
is equal to $10 million, where upon AerCap Ireland is again entitled to receive 100% of the servicing fees
due and payable under the servicing agreement.

External Administration Expenses.
Represents fees and expenses paid to and for other service providers, including the administrative agent and
the trustees, and other selling, general and administrative expenses.

External Wrap Fees.
Represents fees paid to the Policy Provider.

Operating Expenses and Other Expenses.
Represents insurance expenses, aircraft re-leasing costs, leasing transaction expenses, maintenance
expenditures net of Additional Rent receipts and amounts pertaining to services provided by legal counsel,
accountants, appraisers, directors and rating agencies.

Liquidity Facility Fees & Interest.
Represents fees and interest with regard to the Liquidity Facility.

Liquidity Reserves Cash Flows.
Represents borrowings under the Liquidity Facility.

Class G-1 Notes Interest Payments.
Represents interest payments on the Notes.

Swap receipts (payments).
According to the terms of the interest rate swap agreements, GFL pays a fixed rate of interest on the
notional amount of the swaps to the counterparty and in turn the counterparty pays GFL a rate of interest on
the notional amount based on the one-month LIBOR rate, which will result in monthly net swap payments
paid or received.

Class G-1 Notes Principal Payments.
Represents principal payments on the Notes.  The variance arises due to variances arising in the Net Cash
Collections.

Contractual Obligations

Our long-term contractual obligations as at December 31, 2013 consist of the following:

Year Ended
2014 2015 2016 2017 2018 Thereafter Total

(U.S. Dollars in thousands)

Principal payments under Notes(1) $69,092 $65,002 $62,206 $56,150 $53,471 $246,583 $552,504

Interest payments under Notes(2) 4,237 3,243 1,506 — — — 8,986

Fixed payments to AerCap
International under our management
agreements(3)

400 400 400 400 400 2,300 4,300

Fixed payments to AerCap Ireland
under our servicing  agreements(4)

900 900 900 1800 1,800 10,350 16,650

Total $74,629 $69,545 $65,012 $58,350 $55,671 $259,233 $582,440
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(1) The Indenture that governs the Notes issued in the securitization provides that beginning December 19,
2011 (the fifth anniversary of the securitization), all base lease cash flows received on the portfolio are
applied to repay the outstanding principal balances of those Notes, after payment of certain expenses
and other payments pursuant to the priorities set forth in the Indenture. Accordingly, because there are
no specific repayment requirements, the principal maturities shown in this table reflect the Indenture
estimates of the cash flows that would be required for payments on the Notes based upon estimates of
(i) base lease cash flows and (ii) expenses and other payments specified in the Indenture. The
maturities of the debt as presented in this table do not assume any prepayments, defaults, aircraft sales,
eligible extensions or potential refinancings.

(2) The interest payable under our Notes will vary based on LIBOR. Interest payments reflect amounts we
expect to pay after giving effect to the interest rate swaps we have entered into prior to December 31,
2013 covering the period of 2013 to 2016. At December 31, 2013 we had not entered into interest rate
swaps with respect to the Notes for periods after December 19, 2016.  In addition, as described in (1)
above, principal payments are not fixed in amount after December 19, 2011. Therefore, we cannot
determine the amounts of our interest payments.

(3) Our Management Agreement with AerCap International Bermuda provides that we will pay an annual
fee of $0.4 million to AerCap International Bermuda under such agreement.

(4) Pursuant to our servicing agreement, AerCap Ireland provides us with most services related to leasing
our fleet of aircraft, including marketing aircraft for lease and re-lease, collecting rents and other
payments from lessees, monitoring maintenance, insurance and other obligations under leases and
enforcing rights against lessees. Our servicing agreement with AerCap Ireland provides that we will
pay to AerCap Ireland a base fee of $150,000 per month for servicing the aircraft in our portfolio,
which increases by a monthly base fee of 0.01% of the purchase price for additional aircraft outside of
our portfolio serviced by AerCap Ireland. Under the servicing agreement, we are required to pay
AerCap Ireland additional servicing fees based on rents due and paid under aircraft leases and proceeds
of dispositions of aircraft and certain other fees for additional services. The amounts presented above
only reflect the monthly base fee for the 38 aircraft in our portfolio. In accordance with the Servicing
Agreement, servicing fees for the period on or after December 19, 2011 shall be reduced by 50% until
the earlier of (x) the occurrence of certain insolvency events relating to the Servicer as further
described in the Servicing Agreement or (y) such time as the accumulated amount of servicing fees
forborne by the Servicer as a result of such reduction is equal to $10 million, whereupon the Servicer is
again entitled to receive 100% of the servicing fees due and payable under the Servicing Agreement.

Quantitative and Qualitative Disclosures About Market Risk
Interest Rate Risk

Interest rate risk is the exposure to loss resulting from changes in the level of interest rates and the
spread between different interest rates. Interest rate risk is highly sensitive to many factors, including U.S.
monetary and tax policies, U.S. and international economic factors and other factors beyond our control. We
are exposed to changes in the level of interest rates and to changes in the relationship or spread between
interest rates. Our primary interest rate exposures relate to our lease agreements and our floating rate debt
obligations such as the Notes issued in the securitization and borrowings under our Liquidity Facility.
Thirty-six of our thirty-seven lease agreements require the payment of a fixed amount of rent during the
term of the lease, with rent under the remaining lease adjusting bi-annually based on six-month LIBOR. Our
indebtedness require payments based on a variable interest rate index such as LIBOR. The majority of our
lease agreements require the payment of a fixed amount of rent. Accordingly, we have entered into an
interest rate swaps to fix the cost associated with the Notes issued in the securitization to hedge against
exposure arising from interest rate fluctuations.

Sensitivity Analysis

The following discussion about the potential effects of changes in interest rates is based on a
sensitivity analysis, which models the effects of hypothetical interest rate shifts on our financial condition
and results of operations. Although we believe a sensitivity analysis may have some limited use as a
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benchmark, it is constrained by several factors, including the necessity to conduct the analysis based on a
single point in time and by the inability to include the extraordinarily complex market reactions that
normally would arise from the market shifts modeled. Although the following results of a sensitivity
analysis for changes in interest rates may have some limited use as a benchmark, they should not be viewed
as a forecast. This forward-looking disclosure also is selective in nature and addresses only the potential
impacts on our financial instruments and our two variable rate leases. It does not include a variety of other
potential factors that could affect our business as a result of changes in interest rates.

A hypothetical 100-basis point increase or decrease in our variable interest rates would increase or
decrease (respectively) the minimum contracted rentals on our portfolio for the year ended December 31,
2013 by $0.1 million and would increase or decrease (respectively) our net interest expense on the Notes
issued in the securitization by $1.8 million due to the portion of debt which is not covered by interest swap
agreements to fix the cost associated with the debt.

Foreign Currency Exchange Risk

We currently receive all of our revenue in U.S. dollars, and we pay substantially all of our expenses in
U.S. dollars. However, we incur some of our expenses in other currencies, primarily the euro, and we may
enter into leases under which we receive revenue in other currencies, primarily the euro. During the past
several years, the U.S. dollar has depreciated against the euro. Depreciation in the value of the U.S. dollar
relative to other currencies increases the U.S. dollar cost to us of paying such expenses. The portion of our
business conducted in other currencies could increase in the future, which could expand our exposure to
losses arising from currency fluctuations. We have not engaged in any foreign currency hedging
transactions. However, we may consider engaging in these transactions in the future. Because we currently
receive all of our revenue in U.S. dollars and pay substantially all of our expenses in U.S. dollars, a change
in foreign exchange rates would not have a material impact on our results of operations.
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GENESIS FUNDING LIMITED
CONSOLIDATED BALANCE SHEETS

December 31,

2012 2013
(U.S. Dollars in thousands)

ASSETS

Cash and cash equivalents (Note 4) .......................................................... $ 6,895 $ 9,181
Restricted cash (Note 4) ........................................................................... 15,501 21,460
Accounts receivable .................................................................................. 541 11,573
Other assets (Note 5) ................................................................................ 10,147 7,724
Flight equipment under operating leases, net (Note 6) ............................. 903,595 812,043
Deferred income taxes (Note 8) ................................................................ 2,396 —

Total Assets ....................................................................................... 939,075 861,981

LIABILITIES AND SHAREHOLDERS’ EQUITY

Deferred income taxes (note 8) $ — $ 1,291

Accounts payable (Note 11)...................................................................... 5,425 17,603
Other liabilities (Note 12) ......................................................................... 24,290 20,027
Debt (Note 13) .......................................................................................... 668,352 552,504

Total Liabilities ................................................................................. 698,067 591,425

Commitments and contingencies (Note 20).............................................. —
Shareholders’ equity:

12,000 A shares Par Value 1 U.S. dollar; 12,000 shares authorized
and issued (Note 17).......................................................................... 12 12

700 B shares Par Value 1 U.S. dollar;  700 shares authorized and issued
(Note 17) ...........................................................................................

1 1

Capital contribution, net........................................................................ 459,662 462,630
Accumulated other comprehensive loss ................................................ (7,437) (3,717)
Retained deficit (Note 19)..................................................................... (211,230) (188,370)

Total shareholders’ equity ................................................................. 241,008 270,556

Total liabilities and shareholders’ equity .......................................... $939,075 $861,981

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



43

GENESIS FUNDING LIMITED
CONSOLIDATED STATEMENTS OF INCOME

Years Ended December 31,
2011 2012 2013

(U.S. Dollars in thousands)
Revenues
Rental of flight equipment (Note 7).................................... $154,213 $141,852 $160,518
Other income ...................................................................... 1,967 1,162 2,526

Total revenue.................................................................. 156,180 143,014 163,044
Expenses
Depreciation........................................................................ 66,055 65,965 68,194
Impairment (Note 6) ........................................................... 2,085 5,873 47,128
Interest (Note 15)................................................................ 37,391 13,906 11,296
Maintenance expense.......................................................... 1,424 16,630 7,035
Selling, general and administrative (Note 16) ................... 5,794 3,703 3,287

Total operating expenses................................................ 112,749 106,077 136,940

Income Before Taxes ........................................................ 43,431 36,937 26,104
Provision for income taxes (Note 8)................................... 5,555 5,100 3,244

Net Income ........................................................................ $37,876 $31,837 $22,860

The accompanying notes are an integral part of these consolidated financial statements.
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GENESIS FUNDING LIMITED
CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY AND

ACCUMULATED OTHER COMPREHENSIVE INCOME

Issued Common
Shares

Accumulated
Other

Comprehensive
Income

Comprehensive
 Income Total

Shares Amount
Net Capital

Contribution

Accumulated
Earnings/
(Deficit)

(U.S. Dollars in thousands, except share data)

Balance at December 31, 2010 12,700 13 458,562 (194,042) (19,538) 244,995
Net income ...................................................... — — — 37,876 — 37,876 37,876
Dividends paid ................................................ — — — (86,901) — — (86,901)
Capital contribution ......................................... — — 1,100 — — — 1,100

Other comprehensive gain (Note 18)............... — — — — 12,922 12,922 12,922

Comprehensive gain ........................................ — — — — — $ 50,798 —
Balance at December 31, 2011 12,700         13    459,662     (243,067)    (6,616) 209,992
Net income ...................................................... — — — 31,837 — 31,837 31,837
Dividends paid ................................................ — — — — — — —
Capital contribution ......................................... — — — — — — —
Other comprehensive gain (Note 18)............... — — — — (821) (821) (821)

Comprehensive gain ........................................ — — — — — $ 31,016 —
Balance at December 31, 2012 ........................ 12,700         13 459,662 (211,230) (7,437) 241,008
Net income ...................................................... — — — 22,860 — 22,860 22,860
Dividends paid ................................................ — — — — — — —
Capital contribution ......................................... — — 2,968 — — 2,968 2,968
Other comprehensive gain (Note 18)............... — — — — 3,720 3,720 3,720

Comprehensive gain ........................................ — — — — — $ 29,548 —

Balance at December 31, 2013 ........................ 12,700 $ 13 $ 462,630 $ (188,370) $ (3,717) $ 270,556

The accompanying notes are an integral part of these consolidated financial statements.
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GENESIS FUNDING LIMITED
CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31,
2011 2012 2013

(U.S. Dollars in thousands)
Cash provided by operations:
Net income ............................................................................................. $   37,876 $   31,837 $ 22,860
Adjustments to reconcile net income to net cash provided by

operating activities:
Depreciation and amortization ............................................................... 95,062 67,536 69,583
Decrease in fair value of interest rate swap............................................ (34,962) — —
Impairment ............................................................................................. 2,085 5,873 47,128
Deferred income taxes............................................................................ 5,439 4,980 3,156
Gain on sale of aircraft ........................................................................... — — —
Changes in operating assets and liabilities:
Decrease / (increase) in accounts receivable .......................................... (59) 329 (11,032)
Decrease / (increase) in restricted cash ................................................. 7,832 (4,807) (5,959)
Decrease / (increase) in other assets ....................................................... 1,170 1,152 1,033
(Increase) / decrease in accounts payable............................................... (45) 1,234 (1,307)

Increase / (decrease) in other liabilities ................................................. (6,089) 596 (11)
Net cash provided by operating activities .............................................. 108,309 108,730 125,452

Cash flows from investing activities:
Purchases of flight equipment and capitalized maintenance .............. (12,057) (14,849) (10,286)
Proceeds from sale of aircraft ............................................................ 1,615 — —

Net cash used in investing activities....................................................... (10,442) (14,849) (10,286)

Cash flows from financing activities:
Repayments of liquidity facility ......................................................... (2,184) — —
Repayment of Notes ........................................................................... (20,081) (94,338) (115,848)
Capital contribution received ............................................................. 1,100 — 2,968
Dividends paid ................................................................................... (86,901) — —

Net cash provided by financing activities .............................................. (108,066) (94,338) (112,880)

Net change in cash and cash equivalents................................................ (10,199) (457) 2,286
Cash and cash equivalents at beginning of year ..................................... 17,551 7,352 6,895

Cash and cash equivalents at end of year ............................................... $ 7,352 $ 6,895 $9,181
Supplemental disclosure of cash flow information:

Cash paid during the year for:
Interest, net of amounts capitalized ................................................ $   44,601 $   12,489 $    10,189
Income taxes................................................................................... $        116 $        120 $           88

Non-cash addition to flight equipment excluded from
investing activities (primarily capitalized accruals) .......................... $   (5,266) $   (1,552) $  (15,036)

The accompanying notes are an integral part of these consolidated financial statements.
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1. Description of Business

Genesis Funding Limited (“GFL” and, together with its consolidated subsidiaries, “GFL Group”, “we”,
“our” and “us”) is a special purpose exempted company incorporated in Bermuda on October 12, 2006 for the
purpose of acquiring 41 commercial jet aircraft and related operations from affiliates of General Electric
Company (together with its subsidiaries, “GE”). Our authorized business includes acquiring, buying, leasing,
maintaining, operating and selling aircraft and entering into hedge agreements and credit facilities related to
such activities. A full unaudited listing of subsidiaries is shown in Exhibit 1 to the Annual Report.

On March 25, 2010, Genesis Lease Limited (“Genesis”) and AerCap Holdings N.V. (“AerCap”)
announced the completion of the amalgamation of Genesis with AerCap International Bermuda Limited
(“AerCap International”), a wholly-owned indirect subsidiary of AerCap, as contemplated by the Agreement
and Plan of Amalgamation, dated as of September 17, 2009 (the “Amalgamation Agreement”), among
Genesis, AerCap and AerCap International. Pursuant to the Amalgamation Agreement, Genesis was
amalgamated with AerCap International (the “Amalgamation”), with the resulting amalgamated company
continuing as a wholly-owned subsidiary of AerCap. The Amalgamation was approved by the shareholders
of Genesis at a special general meeting held on March 23, 2010 and became effective pursuant to a
Certificate of Amalgamation issued by the Registrar of Companies in Bermuda on March 25, 2010. AerCap
is an integrated global aviation group with a leading market position in aircraft and engine leasing, trading
and parts sales. AerCap also provides aircraft management services and performs aircraft maintenance, repair
and overhaul services and aircraft disassemblies. AerCap is headquartered in The Netherlands and has offices
in Ireland, the United States, Abu Dhabi, Singapore, China and the United Kingdom.

Following the Amalgamation, AerCap International owns 100% of the Class A common shares in GFL
and a charitable trust, established for the benefit of identified charities, indirectly owns 100% of the Class B
common shares of GFL. Prior to the Amalgamation, Genesis owned 100% of the Class A common shares in
GFL. Holders of the Class A common shares are entitled to vote on all matters on which shareholders of GFL
are entitled to vote. Holders of the Class B common shares are entitled to vote solely on matters relating to a
winding-up, dissolution, merger, consolidation, transfer of assets and certain limitations on the issuance,
transfer and sale of ownership interests, and certain matters with respect to bankruptcy and corporate
governance of GFL.

On December 19, 2006, GFL issued $810.0 million of aircraft lease-backed Class G-1 Notes (the
“Notes”) in a securitization transaction (the “securitization”). On the same day Genesis made a capital
contribution to GFL of $665.3 million. The purchase price for the portfolio was $1,459.4 million, which was
the sum of the proceeds of the Notes and the capital contribution received from Genesis less the portion of
such proceeds that was used to fund Genesis’ formation, up-front costs and expenses related to the Notes, and
a cash balance for initial operational expenses.

The number of aircraft included in the consolidated financial statements as at December 31, 2011, 2012
and 2013:

December 31, Number of Aircraft
2011 38
2012 38
2013 37

2. Basis of Presentation

These consolidated financial statements have been prepared in conformity with accounting principles
generally accepted in the United States of America (“U.S. GAAP”).
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3. Significant Accounting Policies

These consolidated financial statements have been prepared in accordance with U.S. GAAP, which
requires the application of accounting policies based on assumptions, estimates, judgments and opinions. We
apply these policies based on the best information available at the time and on assumptions believed to be
reasonable under the circumstances.

The following is a discussion of the significant accounting policies and the methods of their application.

(a)  Basis of Consolidation

The consolidated financial statements include the financial statements of GFL and all of its subsidiaries.
All significant intercompany profits, transactions and account balances have been eliminated. The results of
subsidiary undertakings acquired in the period are included in the consolidated statement of operations from
the date of acquisition.

(b) Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires us to make estimates
and assumptions that affect the amounts reported in the financial statements and accompanying notes. These
estimates and the underlying assumptions affect the amounts of assets and liabilities reported, disclosures
about contingent assets and liabilities, and reported amounts of revenues and expenses. For GFL, the use of
estimates is or could be a significant factor affecting the reported carrying values of flight equipment,
accounts receivable, deferred tax assets and accruals and reserves. We utilize professional appraisers and
valuation specialists, where possible, to support estimates, particularly with respect to flight equipment.
Despite our best efforts to accurately estimate such amounts, actual results could differ from those estimates.
We evaluate its estimates and assumptions on an ongoing basis using historical experience and other factors,
including the current economic environment, which we believe to be reasonable under the circumstances. We
adjust such estimates and assumptions when facts and circumstances dictate. Illiquid credit markets, volatile
equity, foreign currency, and energy markets, and declines in consumer spending have combined to increase
the uncertainty inherent in such estimates and assumptions. As future events and their effects cannot be
determined with precision, actual results could differ significantly from these estimates. Changes in those
estimates resulting from continuing changes in the economic environment will be reflected in the financial
statements in future periods.

(c) Revenue — Rental of Flight Equipment

We lease flight equipment (also referred to as “aircraft”) under operating leases and record rental
income on a straight-line basis over the term of the lease. Rentals received but unearned under the lease
agreements are recorded in “Rentals received in advance” on the Balance Sheet and included in “Other
liabilities” until earned. In certain cases, leases provide for additional rentals based on usage, which is
recorded as revenue as it is earned under the terms of the lease. The usage is calculated based on hourly usage
or cycles operated, depending on the lease agreement. Usage is typically reported monthly by the lessee and
is non-refundable. Other leases provide for a lease-end adjustment payment by us or the lessee at the end of
the lease based on usage of the aircraft and its condition upon return. Lease-end adjustment payments
received are included in rental of flight equipment. Lease-end adjustment payments made are capitalized in
“Flight equipment under operating leases, net” when they relate to planned major maintenance activities or
expensed when they relate to light maintenance activities.

Past-due rentals are recognized on the basis of our assessment of collectability. No revenues are
recognized, and no receivable is recorded, from a lessee when collectability is not reasonably assured.

Estimating whether collectability is reasonably assured requires some level of subjectivity and
judgment. When collectability of rental payments is not certain, revenue is recognized when cash payments
are received. Collectability is evaluated based on factors such as the lessee’s credit rating, payment
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performance, financial condition and requests for modifications of lease terms and conditions as well as
security received from the lessee in the form of guarantees and/or letters of credit.

(d) Accounts Receivable

Accounts receivable represents unpaid, current lease obligations of lessees under existing lease contracts
and other amounts receivable. We provide an allowance for doubtful accounts when necessary based upon a
review of outstanding receivables and security held by us, historical collection information, credit rating of
the customer, probability of default and existing economic conditions. There were no allowances for doubtful
accounts as at December 31, 2012 and 2013.

(e) Flight Equipment Under Operating Leases, Net

Flight equipment under operating leases is recorded at cost less accumulated depreciation and
amortization. Costs related to lessee specific modifications are typically capitalized as part of “Flight
equipment under operating leases, net” and amortized over either the term of the lease or the depreciable life
of the aircraft depending upon the nature of the improvement.

For planned major maintenance activities, we typically capitalize the actual maintenance costs by
applying the deferral method in accordance with the Financial Accounting Standards Board (“FASB”) ASC
360-10-15, “Accounting for Planned Major Maintenance Activities” (“FASB ASC 360-10-15”). We
capitalize the actual cost of major overhauls, which are depreciated on a straight-line basis over the period
until the next overhaul is required.

Depreciation is computed on a straight-line basis to the aircraft’s estimated residual value over a period
of up to 20 years from the date of acquisition of the aircraft. Residual values are determined based on
estimated market values at the end of the depreciation period received from independent appraisers.

In accounting for flight equipment under operating lease, we make estimates on the estimated residual
values. Estimated residual values are determined based on independent appraisals of the aircraft’s estimated
market value at the end of the depreciation period. Exceptions may be made to this policy on a case-by-case
basis when, in our judgment, based on various factors, the residual value calculated pursuant to this policy
does not appear to reflect current expectations of the residual value of a particular aircraft. Such factors
include, but are not limited to, the extent of cash flows generated from future lease arrangements as a result
of changes in global and regional economic and political conditions resulting in lower demand for our
aircraft, the effect of government regulations including noise or emission standards, which may make certain
aircraft less desirable in the marketplace, incidents of lease restructuring, which result in lower lease rates for
troubled lessees, and other factors, many of which are outside of our control.

Flight equipment under operating leases is tested for recoverability whenever events or changes in
circumstances indicate that the related carrying amount may not be recoverable in accordance with FASB
ASC 360-10-15. An impairment loss is recognized when the carrying amount of the long-lived asset is not
recoverable and exceeds its fair value. The carrying amount of a long-lived asset is not recoverable if it
exceeds the sum of the undiscounted cash flows expected to result from the use and eventual disposition of
the asset. Any required impairment loss is measured as the amount by which the carrying amount of a long-
lived asset exceeds its fair value and is recorded as a reduction in the carrying value of the related asset and a
charge to operating results. Once an impairment results in a reduction in the carrying value of an asset, the
carrying value of such asset cannot thereafter be increased. Fair value is determined based on current market
values received from independent appraisers.

Aircraft that fulfill the criteria to be classified as held for sale in accordance with FASB Accounting
Standards Codification Topic No. 360 are stated at the lower of carrying value (i.e., cost less accumulated
depreciation and impairment charges) or fair value less estimated cost to sell. After an aircraft is designated
as held for sale, no further depreciation expense is recorded.

We record a charge for any initial or subsequent write-down to fair value less estimated cost to sell. A
gain is recognized for any subsequent increase in fair value less cost to sell but not in excess of the
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cumulative loss previously recognized. A gain or loss not previously recognized resulting from the sale of a
held for sale designated aircraft is recognized at the date of sale.

(f)  Finance Lease Receivable

Contracts to lease assets are classified as finance leases if they transfer substantially all the risks and
rewards of ownership of the asset to the lessee. Aircraft held as finance lease receivables are included in
“other assets” and are stated in the balance sheet at amounts equal to the fair value of the aircraft or, if lower,
the present value of the minimum lease payments. Lease payments are apportioned between the finance
charge and the reduction of the outstanding asset/receivable. Finance lease income is allocated to each period
during the lease term so as to produce a constant periodic rate of interest on the remaining balance of the
asset/receivable.

(g) Initial Direct Costs

Amounts paid by us to lessees, or other third parties, specifically identifiable, in connection with lease
transactions are capitalized and amortized against revenue on the Statement of Income over the initial non-
cancelable term of the related lease. The initial direct costs are capitalized and included in the caption “Other
Assets” in the Balance Sheets.

(h) Maintenance Expense

We record a charge for light maintenance expense when incurred in “Maintenance expense” on the
Statement of Income. These light maintenance costs relate primarily to those incurred in the re-leasing of
aircraft and during the transition between leases. For planned major maintenance activities, we typically
capitalize and depreciate the actual costs by applying the deferral method. These amounts capitalized are
included in “Flight Equipment under operating leases, net” and are depreciated over the period until the next
overhaul is required.

(i) Security Deposits on Flight Equipment

Security deposits on flight equipment are made 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. The deposit may be applied against amounts
owing from the lessee for rent or returned to the lessee on the termination of the lease.

(j) Commitments and Contingencies

Claims, suits and complaints arise in the ordinary course of our business. Currently, we are not aware of
any such claims or contingent liabilities which should be disclosed or for which a provision should be
established in the accompanying financial statements.

Under our lease agreement the lessee is generally responsible for normal maintenance and repairs,
airframe and engine overhauls, consents and approvals, and compliance with return conditions of aircraft on
lease. In certain cases, we may be obligated to make contributions to the lessee for expenses related to
planned major maintenance. In many cases, we also agree to share with our lessees the cost of compliance
with airworthiness directives.

Obligations for contingencies are recognized where such items are probable and amounts are reasonably
estimable.

(k) Foreign Currencies and Translation of Subsidiaries

Our functional currency is the U.S. dollar. Transactions in currencies other than U.S. dollars are
recorded at the rate in effect at the date of the transactions. Monetary assets and liabilities denominated in
currencies other than U.S. dollars are translated into U.S. dollars at exchange rates prevailing at the balance
sheet date. Adjustments resulting from these translations are charged or credited to income.

(l) Disclosure About Fair Value of Financial Instruments
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The following methods and assumptions were used to estimate the fair value of each material class of
financial instrument:

Cash, cash equivalents, other receivables, prepayments and other current assets, accounts receivable,
accounts payable, payments received on account and accrued liabilities have carrying amounts that
approximate fair value due to the short term maturities of these instruments. Derivatives are carried at their
fair value. Due to the prevailing market conditions, we applied additional inputs to the fair value
determination in the form of credit spreads, credit default swaps and an assessment of the probability of its
own non-performance and of default by any of the Swap Counterparties. The carrying value of our liabilities,
recalculated at current interest rates, approximates their carrying value. The estimated fair value of debt
instruments approximates their carrying amounts, as these debt instruments have variable interest rates.

(m) Cash and Cash Equivalents and Restricted Cash

Cash and cash equivalents include cash and highly liquid investments with initial maturities of three
months or less and are stated at cost, which approximates market value.

Restricted cash represents (1) amounts received from lessees in respect of cash security deposits
required to be held in a segregated account; and (2) certain operating expenses, all in accordance with
underlying financing requirements.

(n)  Income Taxes

We apply FASB ASC 740-10, “Income Taxes”, (“FASB ASC 740-10”), which requires the asset and
liability method of accounting for income taxes. Deferred income tax assets and liabilities are recognized for
the future tax consequences attributed to differences between the financial statements and tax basis of
existing assets and liabilities using enacted rates applicable to the periods in which the differences are
expected to affect taxable income. Deferred income tax asset represents amounts available to reduce income
taxes payable on taxable income in future years. The recoverability of these future tax deductions is evaluated
by assessing the adequacy of future taxable income from all sources, including the reversal of temporary
differences and forecasted operating earnings. No valuation allowance has been provided as it is more likely
than not that the deferred tax assets will be realized. Income taxes have been provided for all items included
in the Statements of Income regardless of when such items were reported for tax purposes or when the taxes
were actually paid or refunded.

We recognize the effect of income tax positions only if those positions are more likely than not of being
sustained based on the technical merits upon examination. In accordance with FASB ASC 740-10, we
measure the benefit using a “cumulative probability” analysis where the measurement is based on
management’s best judgment about the amount that will be realized upon settlement. Recognized income tax
positions are measured at the largest amount of benefit that has a greater than 50% likelihood of being are
reflected in a period in which the change occurs.

Our accounting policy for recording interest and penalties associated with the liability for unrecognized
tax benefits is to record such items as a component of other expenses.

(o) Derivative Financial Instruments

We have entered into derivative instruments to hedge the risk of variability in the cash flows associated
with the floating interest rate payments on the borrowings incurred to finance a portion of the consideration
paid for its portfolio of aircraft. We accounted for derivative instruments in accordance with FASB ASC 815,
“Derivative and Hedging”, as amended and interpreted (“FASB ASC 815”). In accordance with FASB ASC
815, all derivatives are recognized on the balance sheet at their fair value. Fair value may depend on the
credit rating and risk attaching to the counterparty of the derivative contracts. When cash flow hedge
accounting treatment is achieved under FASB ASC 815, the changes in fair values related to the effective
portion of the derivatives are recorded in accumulated other comprehensive income, and the ineffective
portion is recognized immediately in earnings.



GENESIS FUNDING LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

51

The Company discontinues hedge accounting prospectively when it determines that the derivative
instrument is no longer effective in offsetting cash flows attributable to the hedged risk, the derivative
instrument expires or is sold, terminated, or exercised, the forecasted transaction is not probable of occurring,
or management determines to remove the designation of the cash flow hedge. In all situations in which hedge
accounting is discontinued and the derivative instrument remains outstanding, the Company continues to
carry the derivative instrument at its fair value on the balance sheet and recognizes any subsequent changes in
its fair value in earnings. When it is probable that a component of the forecasted transaction will not occur,
the Company discontinues hedge accounting and recognizes, immediately in earnings, gains and losses that
were accumulated in other comprehensive income related to the hedging relationship.  Gains and losses
recognized on forecast transactions that were accumulated in other comprehensive income that are still
expected to occur are recognized in earnings in the same periods during which the hedged transaction affects
earnings.

(p)  Debt Issuance Costs

Debt issuance costs are capitalized and are amortized on an effective yield basis over the life of the
associated indebtedness.

4. Cash & Cash Equivalents and Restricted Cash

December 31,
2012

December 31,
2013

(U.S. Dollars in thousands)

Cash and cash equivalents .................................................................... $ 6,895 $ 9,181
Restricted cash:

Current ............................................................................................. 6,974 14,738
Due greater than 12 months ............................................................. 8,527 6,722

Total .......................................................................................... $ 15,501 $ 21,460

Cash and cash equivalents include cash and highly liquid investments with initial maturities of three
months or less and are stated at cost, which approximates market value.

Restricted cash represents (1) amounts received from lessees in respect of cash security deposits
required to be held in a segregated account; and (2) certain operating expenses, all in accordance with
underlying financing requirements.

5. Other Assets

Other assets primarily comprises (1) deferred financing costs, net of amortization, (2) the positive fair
value of derivatives, (3) finance lease receivables, (4) capitalized initial direct costs, net of amortization and
(5) other costs. An analysis of the movement for each of the two years ended December 31, 2012 and 2013 is
shown below:



GENESIS FUNDING LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

52

Deferred
financing

costs

Fair
value of

derivative

Finance
lease

receivable

Initial
direct
costs

Other
costs Total

(U.S. Dollars in thousands)

December 31, 2011........ 9,933 — 2,381 556 — 12,870
Decrease for the year….. — — — — 16 16
Amortization.................. (1,372) — (1,168) (199) — (2,739)
December 31, 2012........ $ 8,561 $ — $1,213 $357 $16 $10,147
Increase for the year….. — 146 — — 33 179
Amortization.................. (1,245) — (1,213) (144) — (2,602)

December 31, 2013........ $ 7,316 $  146 — $213 $49 $ 7,724

Deferred financing costs associated with the issuance of the related Notes have been capitalized and are
amortized on an effective yield basis over the expected life of the Notes.

During the year ended December 31, 2010, a conditional sale agreement was executed with one lessee
whereby all the risks and rewards of ownership of the asset transfer to the lessee on completion of the
contracted lease payments.  As a result of this agreement, this aircraft has been classified as a Finance Lease
Receivable and valued at the present value of the contracted future lease payments.

6. Flight Equipment Under Operating Leases, Net

Flight equipment under operating leases, net consisted of the following as at December 31, 2012 and
2013:

December 31,
2012

December 31,
2013

(U.S. Dollars in thousands)

Flight Equipment under Operating leases (i) $    1,471,456 $  1,495,225
Less:
Accumulated Depreciation ............................ (567,861) (683,182)

Flight Equipment under operating leases, net $ 903,595 $    812,043

During the year ended December 31, 2013, we assessed the recoverability of the aircraft in our portfolio
and in accordance with FASB ASC 360-10-15, “Accounting for the Impairment of Long-Lived Assets”
(“FASB ASC 360-10-15”). We utilized current market values from independent appraisers as at September
30, 2012 to determine whether further assessment of impairment was required.  On any asset where book
value was higher than the current market value, a comparison of undiscounted future cash flows to the
carrying amount of the asset was carried out by us.  Estimated undiscounted future cash flows are based on
remaining contracted rentals and, in the case of assumed future re-leases of aircraft, current lease rate factors
as determined by independent appraisers. Based on this assessment, we recorded an impairment loss of $47.1
million in respect of two B747-400F aircraft in our portfolio. These two B747 – 400SF redelivered from an
Asian based lessee in August 2013 and January 2014 respectively and have since delivered to a European
based lessee at terms reflective of the very challanged market for this aircraft type. $17.7 million of end lease
compensation was recognised as income in 2013 in respect of these two B747 – 400SF aircraft..  Other than
this impairment, the assessment concluded that the carrying value of all other aircraft are currently
recoverable through the cash flows expected to result from their use and eventual disposition. However, it is
possible that our determination could change in the near term given the continued global economic outlook
and should the consquent reduction in lease rates and asset values continue.
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During the year ended December 31, 2012, we recorded an impairment charge of $2.1 million in
respect of one A320-200 aircraft which had been repossessed in 2012. During the year ended December 31,
2011, we recorded an impairment charge of $2.1 million in respect of one B737 classic aircraft.

7. Rental of Flight Equipment

Rental of flight equipment includes additional rent of $27.1 million, $21.7 million and $46.0 million for
the years ended December 31, 2011, 2012 and 2013, respectively.

Minimum future rental income assumes no extension or termination options are exercised on any leases
and does not include any estimated additional rentals receivable under certain leases. Additional rentals are
based on hourly usage or cycles operated, depending on the lease agreement.

Minimum future rental income on non-cancelable operating leases as at December 31, 2013 is shown
below.

December 31,
2013

(U.S. Dollars in
thousands)

Year Ended December 31,
2014 .................................................................................................................. $ 110,669
2015 .................................................................................................................. 91,389
2016 .................................................................................................................. 59,688
2017 .................................................................................................................. 39,937
2018 .................................................................................................................. 30,304
Thereafter ......................................................................................................... 44,111

$ 376,098

8. Income Taxes (including deferred taxes)

The consolidated financial statements for the years ended December 31, 2011, 2012 and 2013, reflect
the fact that GFL is a separate taxable entity, resident for tax purposes in Ireland.

The provision for income taxes is comprised of the following:

December 31,
2011

December 31,
2012

December 31,
2013

(U.S. Dollars in thousands)

Deferred tax expense from temporary
differences – Ireland .......................................... $5,439 $4,980 $3,155

Current tax expense ............................................... 116 120 89

Total tax expense ................................................... $5,555 $5,100 $3,244

The net deferred tax liability / (asset) consists of the following deferred tax liabilities / (assets):
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Accelerated
depreciation

on flight
equipment

Capitalized
interest

Taxable
operating
losses (i)

Unrealized
gain/ (loss) on
derivative (ii) Total

(U.S. Dollars in thousands)

Closing deferred tax liability / (asset)
on December 31, 2011.............................. $54,417 — $(60,731) $(945) $(7,259)

Deferred tax expense / (benefit) from
temporary differences............................... 14,962 — (9,982) (117) 4,863

Closing deferred tax liability / (asset)
on December 31, 2012.............................. $69,379 $— $(70,713) $(1,062) $(2,396)

Deferred tax expense / (benefit) from
temporary differences............................... 8,700 (5,545) 532 3,687

Closing deferred tax liability / (asset)
on December 31, 2013.............................. $78,079 $— $(76,258) $(530) $1,291

(i) Gross tax loss carry forward.

(ii) Relates to the tax (expense) / benefit on unrealized loss on the derivative, which is recorded in
Accumulated Other Comprehensive Income.

Expiration of the tax loss carry forward December 31, 2013
(U.S. Dollars in

thousands)
2014 ................................................................................................................ $ —
2015 ................................................................................................................ —
2016 ................................................................................................................ —
2017 ................................................................................................................ —
Thereafter ....................................................................................................... 610,064

Total................................................................................................................ $610,064

In assessing the realizability of deferred tax assets, we consider whether it is more likely than not that
some portion or all of the deferred tax assets will not be realized. The ultimate realization of deferred tax
assets is dependent upon the generation of future taxable income during the periods in which those temporary
differences become deductible. We consider the scheduled reversal of deferred tax liabilities and projected
future taxable income in making this assessment. In order to fully realize the deferred tax asset, we will need
to generate future taxable income of approximately $610.1 million. Based upon projections for future taxable
income over the periods in which the deferred tax assets are deductible, management believes it is more
likely than not that we will realize the benefits of these deductible differences. The amount of the deferred tax
asset considered realizable, however, could be significantly reduced in the near term if estimates of future
taxable income during the carry-forward period are reduced due to further decreases in revenues as the result
of current market conditions.

We have reviewed all of our tax positions taken and believe that the positions taken and deductions
therein would be sustained on audit and do not anticipate any adjustments that could result in a material
adverse effect on our financial condition, results of operations, or cash flow. Therefore, no liability for
unrecognized tax benefits has been recorded pursuant to FASB ASC 740-10 as of December 31, 2012 and
2013. We have identified Ireland to be our only major tax jurisdictions. Our Irish income tax returns remain
subject to examination by the Irish Revenue Commissioners for the years beginning in 2009.

A reconciliation of the Irish corporation tax rate to the actual income tax rate for the years ended
December 31, 2011, 2012 and 2013 is outlined in the following table.
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December 31,
2011

December 31,
2012

December 31,
2013

Irish Corporation tax rate........................................ 12.50% 12.50% 12.50%
Increase in rate resulting from:

State income tax, net of Federal benefit.............. — — —
Effect of United States Federal income tax

rate ................................................................. — — —
Foreign taxes paid............................................... 0.30% 1.30% (0.1%)

Actual effective income tax rate – United
States/Irish .......................................................... 12.8% 13.8% 12.4%

9. Gain on Sale of Aircraft

The following table summarizes gains on the sale of aircraft for the years ended December 31, 2010,
2011 and 2012.

December 31,
2011

December 31,
2012

December 31,
2013

(U.S. Dollars in thousands)
Gain on the sale of aircraft  (i) ................................... $ — $ — $ —

Total ................................................................... $ — $ — $ —

(i) In the year ended December 31, 2013, one aircraft was sold for no gain or loss. This aircraft had been the
subject of a purchase option.

10. Fair Value Measurement

FASB ASC 820, “Fair Value Measurements and Disclosures” (“FASB ASC 820”) establishes a
framework for measuring fair value under U.S. GAAP, clarifies the definition of fair value within that
framework, and expands disclosures about the use of fair value measurements. Under FASB ASC 820, we
determine fair value based on 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.

Our policy is to maximize the use of observable inputs and minimize the use of unobservable inputs
when developing fair value measurements, in accordance with the fair value hierarchy as described below.
Where limited or no observable market data exists, fair value measurements for assets and liabilities are
based primarily on management’s own estimates and are calculated based upon our pricing policy, the
economic and competitive environment, the characteristics of the asset or liability and other such factors.
Therefore, the results may not be realized in actual sale or immediate settlement of the asset or liability.

Under FASB ASC 820, there is a hierarchal disclosure framework associated with the level of pricing
observability utilized in measuring assets and liabilities at fair value. The three broad levels defined by the
FASB ASC 820-10-35-37, “Fair Value Measurements and Disclosures – Subsequent Measurement” (“FASB
ASC 820-10-35-37”) hierarchy is as follows:

Level 1 — Quoted prices are available in active markets for identical assets or liabilities as at the
reported date.

Level 2 — The fair values determined through Level 2 of the fair value hierarchy are derived principally
from or corroborated by observable market data. Inputs include quoted prices for similar assets,
liabilities (risk adjusted) and market-corroborated inputs, such as market comparables, interest rates,
yield curves and other items that allow value to be determined.
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Level 3 — The fair values pertaining to Level 3 of the fair value hierarchy are derived principally from
unobservable inputs from our own assumptions about market risk developed based on the best
information available, subject to cost benefit analysis, and may include our own data.

When there are no observable comparables, inputs used to determine value are derived through
extrapolation and interpolation and other company-specific inputs such as projected financial data and our
own views about the assumptions that market participants would use.

FASB ASC 820-10-35 clarifies the application of FASB ASC 820 in a market that is not active and is
intended to address the following application issues:

 How the reporting entity’s own assumptions (that is, expected cash flows and appropriately risk-
adjusted discount rates) should be considered when measuring fair value when relevant
observable inputs do not exist.

 How available observable inputs in a market that is not active should be considered when
measuring fair value.

 How the use of market quotes (for example, broker quotes or pricing services for the same or
similar financial assets) should be considered when assessing the relevance of observable and
unobservable inputs available to measure fair value.

The fair values determined by us are derived principally from or corroborated by observable market
data. Inputs include quoted prices for similar assets, liabilities (risk adjusted) and market-corroborated inputs,
such as market comparables, interest rates, yield curves and other items that allow fair value to be
determined. Due to continuing market conditions, we applied additional inputs to the fair value determination
in the form of credit spreads, credit default swaps and an assessment of the probability of our own non-
performance and of default by any of the Swap Counterparties.

We adopted FASB ASC 820-10-35 for all financial assets and liabilities required to be measured at fair
value on a recurring basis, prospectively from January 1, 2009. The application of this pronouncement did
not have a material effect on our results of operations or financial position.

FASB ASC 820-10-35-51A provides additional guidance on determining when the volume and level of
activity for the asset or liability has significantly decreased. FASB ASC 820-10-65-4 also includes guidance
on identifying circumstances when a transaction may not be considered orderly. Orderly assumes exposure to
the market for a period prior to the measurement date to allow for marketing activities that are usual and
customary for transactions involving such assets or liabilities and is not therefore assumed to be a distressed
sale or a forced liquidation. When the reporting entity concludes there has been a significant decrease in the
volume and level of activity for the asset or liability, further analysis of the information from that market is
needed and significant adjustments to the related prices may be necessary to estimate fair value in accordance
with FASB ASC 820. The application of this pronouncement did not have a material effect on our results of
operations or financial position.

The following tables summarize the fair value of our financial assets and liabilities as at December 31,
2013 and 2012 by level within the fair value hierarchy.
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Net Fair Value
December 31, 2013

Quoted Prices in
Active Markets

for Identical
Assets

(Level 1)

Using
Significant

Other
Observable

Inputs
(Level 2)

Significant
Unobservable

Inputs
(Level 3)

(U.S. Dollars in thousands)

Cash and cash equivalents ............................................$9,181 $9,181 $— $—
Restricted cash ..............................................................21,460 21,460 — —

Derivatives:...................................................................
      Interest rate swaps...................................................(4,248) — (4,248) —

Total..............................................................................$26,393 $30,641 $(4,248) $—

Net Fair Value
December 31, 2012

Quoted Prices in
Active Markets

for Identical
Assets

(Level 1)

Using
Significant

Other
Observable

Inputs
(Level 2)

Significant
Unobservable

Inputs
(Level 3)

(U.S. Dollars in thousands)

Cash and cash equivalents ............................................$6,895 $6,895 $— $—
Restricted cash ..............................................................15,501 15,501 — —

Derivatives:...................................................................
      Interest rate swaps...................................................(8,499) — (8,499) —

Total..............................................................................$13,897 $22,396 $(8,499) $—

We expect $3.5 million of the gross fair value of the derivatives to be recognized within one year.

FASB ASC 825, “Financial Instruments” (“FASB ASC 825”) requires a company to disclose the fair
value of all financial instruments along with significant assumptions used to estimate fair value and any
changes to those methods and significant assumptions.

FASB ASC 825-10-50-03, “Financial Instruments – Disclosures” (“FASB ASC 825-10-50-03”)
amended FASB ASC 825, requiring that such disclosures be included in interim financial statements as well
as year end financial statements.

Our financial instruments consist principally of derivative liabilities, debt facilities, cash and cash
equivalents and restricted cash. The fair value of cash and cash equivalents and restricted cash approximates
the carrying value of these financial instruments because of their short term nature.

Although the estimated fair values of the Class G-1 Notes outstanding (the "Debt") have been
determined by reference to prices as at December 31, 2013 provided by an independent third party based on
information available to that third party at that date, these fair values do not reflect the market value of these
notes at a specific time and should not be relied upon as a measure of the value that could be realized by a
noteholder upon sale. The actual amount that may be returned to noteholders is likely to be materially
different.
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The carrying amounts and fair values of our financial instruments as at December 31, 2013 are as
follows:

Carrying Amount of
Asset/(Liability)

Fair Value of
Asset/(Liability)

(U.S. Dollars in thousands)

Assets
Cash and cash equivalents......................................... $9,181 $9,181
Restricted cash .......................................................... 21,460 21,460

$30,641 $30,641

Liabilities
Debt........................................................................... $(552,504) $(499,353)
Derivatives ................................................................ (4,248) (4,248)

$(556,752) $(503,601)

11. Accounts Payable

Accounts payable consisted of the following as at December 31, 2013 and 2012:

December 31,
2012

December 31,
2013

(U.S. Dollars in thousands)
Accrued maintenance costs .................................. $    3,126 $16,425
Operational expenses ............................................ 2,299 1,178

Total...................................................................... $ 5,425 $17,603

12. Other Liabilities

Other Liabilities consisted of the following as at December 31, 2012 and 2013:

Fair
value of

derivatives
Security
deposits

Rentals
received

in
advance

Accrued
interest

Interest
payable

on
long-
term

debt, net Total

(U.S. Dollars in thousands)

December 31, 2011 .................... $7,561 $9,630 $3,865 $477 $1,223 $22,756
Increase/(decrease) for the

year....................................... ( 938 888 (347) (18) 73 1,534
December 31, 2012 .................... $8,499 $10,518 $3,518 $459 $1,296 $24,290
Increase/(decrease) for the
year........................................... ( (4,106) (1,681) 671 3 850 (4,263)

December 31, 2013 .................... $4,393 $8,837 $4,189 $462 $2,146 $20,027
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13. Debt

The following table summarizes debt:
December 31, December 31,

20102012 2013
(U.S. Dollars in thousands)

Securitization notes $668,352 $552,504
Liquidity facility — —
Total debt $668,352 $ 552,504

Aggregate maturities of principal payments under the Notes during the next five years and thereafter are
as follows:

December 31, 2013
(U.S. Dollars in

thousands)
2014 (1) ...................................................................................................................... 69,092
2015 ......................................................................................................................... 65,002
2016 ......................................................................................................................... 62,206
2017 ......................................................................................................................... 56,150
2018 .......................................................................................................................... 53,471
Thereafter (1) ............................................................................................................ 246,583

Total .................................................................................................................. $552,504

(1) The Indenture that governs the Notes issued in the securitization provides that beginning December 19,
2011 (the fifth anniversary of the securitization), all base lease cash flows received on the portfolio of
aircraft are applied to repay the outstanding principal balances of those Notes, after payment of certain
expenses and other payments pursuant to the priorities set forth in the Indenture. Accordingly, because
there are no specific repayment requirements, the principal maturities shown in this table reflect the
Indenture estimates of the cash flows that would be required for payments on the Notes based upon
estimates of (i) base lease cash flows and (ii) expenses and other payments specified in the Indenture.
The maturities of the debt as presented in this table do not assume any prepayments defaults, aircraft
sales, eligible extensions or potential refinancing.

Securitization Notes
In December 2006, we completed a securitization transaction that generated net proceeds of

approximately $794.3 million after deducting initial purchasers’ discounts and fees. Under the terms of the
securitization, we issued a single class of G-1 Notes. The Notes are our direct obligations and are not
obligations of, or guaranteed by, GE, any of its affiliates or AerCap International.

The Notes have the benefit of a financial guaranty insurance policy issued by Financial Guaranty
Insurance Company, or FGIC, which has issued a financial guaranty insurance policy to support the payment
of interest when due on the Notes and the payment of the outstanding principal balance of the Notes on the
final maturity date of the Notes and, under certain other circumstances, prior thereto.

The Notes were originally rated Aaa by Moody’s and AAA by S&P.  These ratings were based on the
financial strength of FGIC since FGIC issued an insurance policy that guarantees certain payment obligations
of GFL under the Notes.  FGIC’s financial strength ratings have been subject to several downgrades and, as
of the date of this Annual Report, FGIC’s financial strength is rated NR by both Moody’s and S&P. As a
result, Moody’s and S&P have published stand-alone ratings of the Notes of A3 and A-, respectively.
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The Notes were issued pursuant to the terms of a trust indenture, dated December 19, 2006, which we
refer to as the Indenture, among GFL, a cash manager, a trustee, an operating bank, a Liquidity Facility (as
defined below) provider and FGIC.

Interest Rate

The Notes bear interest at one-month LIBOR plus 0.24%. Interest expense for the securitization will
also include amounts payable to the policy provider and the liquidity facility provider thereunder. We have
also entered into interest rate swap agreements intended to hedge the interest rate exposure associated with
issuing the floating-rate obligations of the Notes.

Maturity Date

The final maturity date of the Notes is December 19, 2032.

Class G-1 Notes Refinancing
At the time the Class G-1 Notes were issued, an expected final payment date of December 19, 2011 was

established based on the assumption that the Class G-1 Notes would be refinanced on or before December 19,
2011. On November 29, 2011, the directors of GFL determined that, under then current market conditions, it
was not in the best interest of GFL to refinance the Class G-1 Notes on or before December 19, 2011.
Subsequent to that date and most recently on March 5, 2014, the directors of GFL reaffirmed their decision
not to refinance the Class G-1 Notes given prevailing market conditions.

Payment Terms

Interest on the Notes is due and payable on a monthly basis. Scheduled monthly principal payments on
the Notes commenced in December 2009 through November 21, 2011, subject to satisfying certain debt
service coverage ratios and other covenants. Thereafter, cash flow generally is not available to us for the
payment of dividends because principal payments are not fixed in amount but rather are determined monthly
based on revenues collected and costs and other liabilities incurred prior to the relevant payment date. Since
November 21, 2011, all revenues collected during each monthly period are applied to repay the outstanding
principal balance of the Notes, after the payment of certain expenses and other liabilities, including the fees
of the service providers (including AerCap Ireland, as servicer to our aircraft, and AerCap International in its
role as manager), the Liquidity Facility Provider (as defined below) and the policy provider, interest on the
Notes and interest rate swap payments, all in accordance with the priority of payments set forth in the
Indenture.
Redemption

We may, on any payment date, redeem the Notes by giving the required notices and depositing the
necessary funds with the trustee. A redemption prior to acceleration of the Notes may be of the whole or any
part of the Notes. A redemption after acceleration of the Notes upon default may only be for the whole of the
Notes. We may, on or after December 19, 2009, redeem the Notes in whole or from time to time in part,
together with accrued and unpaid interest to, but excluding, the date fixed for redemption.

Collateral

The Notes are secured by first priority, perfected security interests in and pledges or assignments of
equity ownership and beneficial interests in the subsidiaries of GFL, their interests in the leases of the aircraft
they own, cash held by or for them and by their rights under agreements with AerCap Ireland, the initial
liquidity facility provider, hedge counterparties and the policy provider. The Notes are also secured by a lien
or similar interest in any of the aircraft in the portfolio that are registered in the United States or Ireland.

Certain Covenants

We are subject to certain operating covenants including relating to the maintenance, registration and
insurance of the aircraft as set forth in the Indenture. The Indenture also contains certain conditions and
constraints which relate to the servicing and management of the portfolio including covenants relating to the
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disposition of aircraft, lease concentration limits, restrictions on the acquisition of additional aircraft and
restrictions on the modification of aircraft and capital expenditures as described below. AerCap Ireland has
agreed to use commercially reasonable efforts to perform its services pursuant to the servicing agreement for
our portfolio, subject to certain provisions of the Indenture as they relate to the services provided by AerCap
Ireland thereunder. As at December 31, 2013, we are in compliance with the terms of the covenants under the
Indenture.

Liquidity Facility

GFL and Credit Agricole Corporate Investment Bank (formerly known as Calyon) (the “Liquidity
Facility Provider”) are parties to a revolving credit facility (the “Liquidity Facility”). Following the expiry of
the $15.0 million tranche of the Liquidity Facility in December 2009, the amount available to be drawn under
the Liquidity Facility is $60.0 million, to cover certain expenses of GFL including maintenance expenses,
interest rate swap payments and interest on the Notes issued under the Indenture. GFL is required to
reimburse the Liquidity Facility Provider for the amount of such drawing plus accrued interest on such
drawing in accordance with the order of priority specified in the Indenture. Drawings under the Liquidity
Facility bear interest at one-month LIBOR plus a spread of 120 basis points. As at December 31, 2013, and
December 31, 2012 we had no drawings outstanding under the $60.0 million tranche of the Liquidity Facility.

Additionally, from the Budgeted Cash Account Termination (as defined in the Indenture) date of
December 21, 2009, all supplemental rent is deposited into the Collections Account (as defined in the
Indenture) and may be used to cover certain of our expenses, including maintenance expenses reasonably
anticipated in accordance with the Indenture.

We pay an annual commitment fee of 60 basis points on each payment date.

Upon the occurrence of certain events, including a downgrade of the Liquidity Facility Provider below a
certain ratings threshold, the Liquidity Facility will be drawn in full and the proceeds will be deposited in an
account established under the Indenture and will be available for the same purposes as drawings under the
Liquidity Facility.

14.  Employee Benefits

We had no employees as at December 31, 2013 or December 31, 2012.

15. Interest Expense

The following table summarizes interest expense for the years ended December 31, 2011, 2012 and
2013.

December 31,
2011

December 31,
2012

December 31,
2013

(U.S. Dollars in thousands)
Interest payable on debt, net .............................. $    43,547 $ 12,552 $  10,067
Change in fair value of interest rate swap .......... (34,962) - -
Amortization of other comprehensive income ... 27,443 - -
Amortization of deferred financing costs ........... 1,363 1,354 1,229

Total ........................................................... $    37,391 $ 13,906 $  11,296

We have entered into interest rate swap agreements to hedge the risk of variability in the cash flows
associated with the floating interest rate payments on the borrowings incurred to finance a portion of the
consideration paid for its portfolio of aircraft. Interest rate risk is the exposure to loss resulting from changes
in the level of interest rates and the spread between different interest rates. Interest rate risk is highly sensitive
to many factors, including U.S. monetary and tax policies, U.S. and international economic factors and other
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factors beyond our control. We are exposed to changes in the level of interest rates and to changes in the
relationship or spread between interest rates. Our primary interest rate exposures relate to its lease agreements
and floating rate debt obligations. Thirty-seven out of our thirty-eight lease agreements require the payment
of a fixed amount of rent during the term of the lease, with rent under the remaining lease adjusting bi-
annually based on six-month LIBOR. Our indebtedness requires payments based on a variable interest rate
index such as LIBOR.

Derivative instruments are accounted for in accordance with FASB ASC 815. In accordance with FASB
ASC 815, all derivatives are recognized on the balance sheet at their fair value. Fair value may depend on the
credit rating and risk attaching to the counterparty of the derivative contracts. When cash flow hedge
accounting treatment is achieved under FASB ASC 815, the changes in fair values related to the effective
portion of the derivatives are recorded in Accumulated Other Comprehensive Income and the ineffective
portion is recognized immediately in earnings. The Company discontinues hedge accounting prospectively
when it determines that the derivative instrument is no longer effective in offsetting cash flows attributable to
the hedged risk, the derivative instrument expires or is sold, terminated, or exercised, the forecasted
transaction is not probable of occurring, or management determines to remove the designation of the cash
flow hedge. In all situations in which hedge accounting is discontinued and the derivative instrument remains
outstanding, the Company continues to carry the derivative instrument at its fair value on the balance sheet
and recognizes any subsequent changes in its fair value in earnings. When it is probable that a component of
the forecasted transaction will not occur, the Company discontinues hedge accounting and recognizes,
immediately in earnings, gains and losses that were accumulated in Other Comprehensive Income related to
the hedging relationship.  Gains and losses recognized on forecast transactions that were accumulated in other
comprehensive income that are still expected to occur are recognized in earnings in the same periods during
which the hedged transaction affects earnings.

During the year ended December 31, 2010, GFL entered into a future interest rate swap agreement with
Wells Fargo Bank N.A. (the “Wells Fargo Swap Counterparty”), effective January 2012, in order to continue
to hedge interest rate exposure following the cessation of the current interest rate swap in December 2011. On
inception in January 2012, the swap had an initial notional amount of $560 million. This swap provides that
the company will pay monthly a fixed rate of 1.285% and the Wells Fargo Swap Counterparty will pay a
floating rate equal to one-month LIBOR.

During the year ended December 31, 2011, GFL entered into a further future interest rate swap
agreement with the Wells Fargo Swap Counterparty effective December 2011 in order to increase the
hedging of GFL’s future interest rate exposure following the cessation of the initial interest rate swap in
December 2011. On inception in December 2011, the swap had an initial notional amount of $500 million
which, from January 2012, reduced to a notional amount of $100 million. This swap which expired in August
2013 provided that GFL paid monthly a fixed rate of 0.690% and the Wells Fargo Swap Counterparty paid a
floating rate equal to one-month LIBOR.

During the year ended December 31, 2012, GFL entered into two further future interest rate swap
agreements with the Wells Fargo Swap Counterparty effective in January 2014 and March 2015 in order to
increase the hedging of GFL’s future interest rate exposure following the cessation of the initial interest rate
swap in December 2011. On inception in January 2014, the first swap has an initial notional amount of $150
million which, from January 2015, reduces to a notional amount of $135 million. This first swap provides
that GFL will pay monthly a fixed rate of 1.204% and the Wells Fargo Swap Counterparty will pay a floating
rate equal to one-month LIBOR. On inception in March 2015, the second swap had an initial notional amount
of $100 million. This second swap provides that GFL will pay monthly a fixed rate of 1.010% and the Wells
Fargo Swap Counterparty will pay a floating rate equal to one-month LIBOR.

Following the sale of one aircraft on December 18, 2009, in accordance with the Indenture, an
additional principal repayment of the Notes of $7.1 million was made on January 19, 2010. As a result, cash
flow hedge accounting treatment for the Company’s initial interest rate swap is no longer achieved under
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FASB ASC 815 as the forecasted transaction, as described in the original hedge documentation, is no longer
probable of occurring.  Therefore, cash flow hedge accounting for this swap was discontinued prospectively
from the date of sale on December 18, 2009.  From this date, all subsequent derivative fair value movements
on this swap have been recognized through the income statement.  In addition, the portion of this derivative
loss in Accumulated Other Comprehensive Income related to repayment of the Notes is immediately
reclassified from Other Comprehensive Income to interest expense. The remaining balance in respect of this
swap included in Other Comprehensive Income has been amortized into interest expense over the remaining
periods during which the original hedged forecasted transaction affected earnings. This initial interest rate
swap expired on December 19, 2011.

The net interest expense adjustment in respect of this swap for the year ended December 31, 2011 was a
credit of $7.6 million comprising the fair value movement in the swap for the year ended December 31, 2011
and a credit of $7.6 million offset by the amortization of the remaining balance in Other Comprehensive
Income as at December 18, 2009 over the remaining expected life of the swap in the amount of $27.4 million.

The fair value of these interest rate swap contracts, included in “other liabilities”, was $(4.2) million as
of December 31, 2013 based on observable market prices. The deferred tax asset attributable to the mark to
market is $(0.5) million and the net amount of $(3.7) million is reflected in Accumulated Other
Comprehensive Income. Hedge effectiveness on these interest rate swaps was tested for the year ended
December 31, 2013 and was considered fully effective.

For the year ended December 31, 2013, interest rates on the swaps were as follows.

December 31,
2013

Fixed .............................................................. From 0.96% to 1.29%

Variable.......................................................... From 0.17% to 0.21%

16. Selling, General and Administrative Expenses

The following table summarizes selling general and administrative expenses for the years ended
December 31, 2011, 2012 and 2013.

December 31,
2011

December 31,
2012

December 31,
2013

(U.S. Dollars in thousands)
Servicer fees ....................................................... $   4,203 $ 2,041 $  2,062
Professional fees................................................. 1,047 1,064 749
Other................................................................... 544 598 476

Total ........................................................... $   5,794 $ 3,703 $ 3,287



GENESIS FUNDING LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

64

17.  Share Capital

December 31,
2012

December 31,
2013

(U.S. Dollars in thousands)

Authorized share capital
12,000 Class A common shares at par value of $1 ........................................ $       12 $      12
700 Class B common shares at par value of $1 .............................................                      1 1

                 13 13
Issued share capital
12,000 Class A common shares at par value of $1 ........................................        12 12
700 Class B common shares at par value of $1 ............................................. 1 1

Total ....................................................................................................... $ 13 $     13

GFL was incorporated in Bermuda on October 12, 2006 and on that date issued 12,000 Class A common
shares at par value of $1 and 700 Class B common shares at par value of one U.S. dollar.

AerCap International owns 100% of the Class A common shares and a charitable trust, established for
the benefit of identified charities, indirectly owns 100% of the Class B common shares of GFL. Holders of
the Class A common shares are entitled to vote on all matters on which shareholders of GFL are entitled to
vote. Holders of the Class B common shares are entitled to vote solely on matters relating to a winding-up,
dissolution, merger, consolidation, transfer of assets and certain limitations on the issuance, transfer and sale
of ownership interests, and certain matters with respect to bankruptcy and corporate governance of GFL.

Under Bermuda law, the voting rights of our shareholders are regulated by its bye-laws and, in certain
circumstances, the Companies Act 1981 of Bermuda (the “Companies Act”). Under our bye-laws, at any
general meeting, two or more persons present in person at the start of the meeting and representing in person
or by proxy shareholders holding shares carrying more than 50% of the votes of all shares entitled to vote on
the resolution shall constitute a quorum for the transaction of business. Generally, except as otherwise
provided in the bye-laws, or the Companies Act, any action or resolution requiring approval of the
shareholders may be passed by a simple majority of votes cast except for the election of directors which
requires only a plurality of the votes cast.

Any individual who is a shareholder of GFL and who is present at a meeting may vote in person, as may
any corporate shareholder that is represented by a duly authorized representative at a meeting of shareholders.
GFL bye-laws also permit attendance at general meetings by proxy, provided the instrument appointing the
proxy is in the form specified in the bye-laws or such other form as the board may determine. Under the bye-
laws, each holder of common shares is entitled to one vote per common share held.

18. Other Comprehensive income / (loss)

Other comprehensive income / (loss) at December 31, 2013 includes changes in the fair value of
derivatives, net of tax, and were comprised as follows:

December 31, 2012 December 31, 2013
(U.S. Dollars in thousands)

Change in fair value of derivatives ..................................................... $  (938) $ 4,252
Amortization to income statement........................................ - -
Deferred tax asset on fair value of derivative .................................... 117 (532)

Other comprehensive (loss) / Income ................................................ $ (821) $3,720
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Following the sale of one aircraft on December 18, 2009, in accordance with the Indenture, an
additional principal repayment of the Notes of $7.1 million was made on January 19, 2010. As a result, cash
flow hedge accounting treatment for the Company’s initial interest rate swap is no longer achieved under
FASB ASC 815 as the forecasted transaction, as described in the original hedge documentation, is no longer
probable of occurring.  Therefore, cash flow hedge accounting for this swap was discontinued prospectively
from the date of sale on December 18, 2009.  From this date, all subsequent derivative fair value movements
on this swap have been recognized through the income statement.  In addition, the portion of this derivative
loss in Accumulated Other Comprehensive Income related to repayment of the Notes is immediately
reclassified from Other Comprehensive Income to interest expense. The remaining balance in respect of this
swap included in Other Comprehensive Income has been amortized into interest expense over the remaining
periods during which the original hedged forecasted transaction affected earnings. This initial interest rate
swap expired on December 19, 2011.

We expect $(2.9) million of the gross fair value of the derivatives at December 31, 2013 to be amortized
in 2014 and $(0.8) million amortized thereafter. An amount of $(35.0) million was realized in 2011 related to
the year ended December 31, 2010. An amount of $(20.2) million was realized in 2010 which related to the
year ended December 31, 2009.

19. Accumulated Deficit

An analysis of the movement for the years ended December 31, 2012 and 2013 is shown below:

Year ended
December 31,

2012

Year ended
December 31,

2013

(U.S. Dollars in thousands)
Accumulated earnings at beginning of year ....................................... $    (243,067) $      (211,230)
Net income for the year ..................................................................... 31,837 22,753
Dividends paid during the year .......................................................... -

Accumulated deficit as at end of year................................................. $       (211,230) $      (188,477)

20. Commitments and Contingencies

Claims, suits and complaints arise in the ordinary course of our business. Currently, we are not aware of
any such claims or contingent liabilities would be material to our final position or results of operations, or
require disclosure.

During the year ended December 31, 2006, we entered into a servicing agreement, which has since been
terminated with GE Commercial Aviation Services Limited (“GECAS”) for a fifteen-year term, pursuant to
which GECAS previously provided us with most services related to leasing its fleet of aircraft, including
marketing aircraft for lease and re-lease, collecting rents and other payments from lessees, monitoring
maintenance, insurance and other obligations under leases and enforcing rights against lessees. On June 30,
2011, AerCap Holdings N.V. (“AerCap”) through its Irish subsidiary, AerCap Ireland Limited, replaced
GECAS as servicer to GFL. We were obligated to pay $2.0 million to AerCap Ireland under the servicing
agreements for the year ending December 31, 2013.
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Under our lease agreement the lessee is generally responsible for normal maintenance and repairs,
airframe and engine overhauls, consents and approvals, and compliance with return conditions of aircraft on
lease. In certain cases, we may be obligated to make contributions to the lessee for expenses related to
planned major maintenance. In many cases, we also agree to share with our lessees the cost of compliance
with airworthiness directives.

The international character of our operations may expose us to taxation in certain countries. The position
is kept under continuous review and provision is made for known liabilities.

21. Geographic Information

The following table presents the amount and percentage of total rental revenues attributable to the
indicated geographic areas based on each airline’s principal place of business for the years indicated:

December 31,
2011

December 31,
2012

December 31,
2013

(U.S.
Dollars in
thousands) %

(U.S.
Dollars in
thousands) %

(U.S.
Dollars in
thousands) %

Europe $60,167 39% $63,682 45% $60,838 38%
Asia/Pacific 49,405 32% 39,687 28% 56,438 35%
The United States and Canada 24,551 16% 14,880 11% 14,893 9%
Central and South America and

Mexico 15,660 10% 14,495 10% 13,510 8%
The Middle East 4,430 3% - - 5,555 4%
Undesignated - - 9,108 6% 9,284 6%

$154,213 100% $141,852 100% $160,518 100%

The following table presents revenue attributable to individual countries that represent at least 10% of
total revenue based on each airline’s principal place of business for the years indicated:

December 31,
2011

December 31,
2012

December 31,
2013

(U.S.
Dollars in
thousands) %

(U.S.
Dollars in
thousands) %

(U.S.
Dollars in
thousands) %

China $   32,420 21% $   24,803 18%  $  43,096 27%
Turkey $ — — $   15,451 11% $  16,224 10%
The United States $   16,732 11% $ 14,880 11% $  14,893 9%
Brazil $   15,660 10% $ 14,495 10% $  13,510 8%

We lease aircraft to airlines and others throughout the world and accordingly the lease receivables are
due from entities located throughout the world. We manage our exposure to credit risks through obtaining
from lessees either deposits, letters of credit or guarantees. We continually evaluate the financial statement
positions of its lessees. Based on that evaluation, as well as the amounts outstanding and the availability of
security, we make appropriate provisions for doubtful accounts. No single customer accounted for more than
10% of total revenues for the years ended December 31, 2011 or 2012. Air China Cargo accounted for 18%
of total revenues in 2013, no other customer accounted for more than 10% of  total revenues for 2013.
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During the year ended December 31, 2013, all revenues are derived from activities carried out in
Ireland.

22. Related Party Transactions

On March 25, 2010, Genesis and AerCap announced the completion of the amalgamation of Genesis
with AerCap International, a wholly-owned subsidiary of AerCap, as contemplated by the Amalgamation
Agreement, among Genesis, AerCap and AerCap International. Pursuant to the Amalgamation Agreement,
Genesis was amalgamated with AerCap International, with the resulting amalgamated company continuing as
a wholly-owned subsidiary of AerCap. The Amalgamation was approved by the shareholders of Genesis at a
special general meeting held on March 23, 2010 and became effective pursuant to a Certificate of
Amalgamation issued by the Registrar of Companies in Bermuda on March 25, 2010.

Following the Amalgamation, AerCap International owns 100% of the Class A common shares in the
GFL Group. Prior to the Amalgamation, Genesis owned 100% of the Class A common shares in the GFL
Group.

Prior to the Amalgamation, Genesis acted as the manager pursuant to a management agreement, dated as
of December 19, 2006 (the “Management Agreement”). Following the Amalgamation, AerCap International
acts as the manager. In connection therewith, the manager provides us with certain administrative, accounting
and other services, including preparing budgets for our approval and preparing and arranging for all
regulatory and other filings on our behalf. We have agreed to pay a fee of $0.4 million to the manager for
services under the Management Agreement.  For the year ended December 31, 2013, $0.4 million was
expensed pursuant to the Management Agreement.

During the year ended December 31, 2013 no dividends were paid on our common shares to our parent
entity (2012: $Nil).

During the year ended December 31, 2012 no dividends were paid on our common shares to our parent
entity (2011: $86.9 million).

During the year ended December 31, 2010, in order to secure permission from the Policy Provider,
FGIC, for a conditional sale of one aircraft, AerCap International provided a guarantee, in respect of this
aircraft only, that in the event that the Company could not meet any arising shortfall between the Target Note
Price and the consideration received in respect of the sale of this aircraft, AerCap International would
contribute sufficient funds to cover any such shortfall. In the event that AerCap International was not able to
cover any such shortfall, AerCap guaranteed that, in respect of this aircraft only, it would make a capital
contribution to AerCap International to permit coverage of any such shortfall.

During the year ended December 31, 2013, AerCap Ireland Limited, a wholly-owned subsidiary of
AerCap, contributed an amount of $3.0 million (2012: $Nil, 2011: $1.1 million and 2010: $4.7 million) to the
Company for no consideration, which has been recorded as Additional Paid in Capital (APIC). There were no
such contributions in the year ended December 31, 2012.

On January 23, 2013, the Aircraft was redelivered from a lessee based in Germany. A lease agreement
was previously signed in April 2012 with the Lessee to lease this Aircraft upon redelivery from Germany.
The Lessee subsequently approached the Servicer and requested to exchange the Aircraft for an A320
aircraft. GFL did not have any available A320 aircraft, however, the Servicer owned an A320 aircraft which
was able to facilitate this request. The Servicer agreed to terminate the Aircraft's lease agreement on the basis
that GFL would receive arms length compensation from the Servicer in the event that any subsequent lease of
the Aircraft was on less favourable terms than the terminated lease. On January 28, 2013 the Board of GFL
agreed arms length compensation with the Servicer for the shortfall of a proposed lease of the Aircraft
compared to the previously terminated lease.

We have entered into the following agreements with certain affiliates of GE on December 19, 2006:
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Asset Purchase Agreement

We acquired the aircraft in the portfolio pursuant to the asset purchase agreement, dated as of December
19, 2006 (the “Closing Date”), between GFL, General Electric Capital Corporation and certain affiliates of
GE that owned the aircraft (or the equity interests therein) on the Closing Date. The purchase took place
through our acquisition of beneficial interests in entities that own the aircraft in the portfolio or the
acquisition by our subsidiaries of aircraft in the portfolio. The purchase price for the aircraft in our portfolio
was $1,459.4 million.

Servicing Agreement

Pursuant to a servicing agreement entered into with GECAS, which has since been terminated, GECAS
previously provided GFL with most services related to leasing its fleet of aircraft, including marketing
aircraft for lease and re-lease, collecting rents and other payments from lessees, monitoring maintenance,
insurance and other obligations under leases and enforcing rights against lessees from the closing date until
June 30, 2011. On June 30, 2011, AerCap’s subsidiary, AerCap Ireland Limited (“AerCap Ireland”), replaced
GECAS as servicer to GFL (in such capacity, the “Servicer”). Under a servicing agreement among the
Servicer, GFL and Financial Guaranty Insurance Company, as the policy provider, dated as of June 30, 2011
(the “Servicing Agreement”), the Servicer provides GFL with most services related to leasing its fleet of
aircraft, including marketing aircraft for lease and re-lease, collecting rents and other payments from lessees,
monitoring maintenance, insurance and other obligations under leases and enforcing rights against lessees.

GFL agreed to pay the Servicer a base servicing fee, additional servicing fees based on rental amounts
due and paid under leases and sales fees for assisting in aircraft dispositions. In accordance with the Servicing
Agreement, servicing fees for the period on or after December 19, 2011 shall be reduced by 50% until the
earlier of (x) the occurrence of certain insolvency events relating to the Servicer as further described in the
Servicing Agreement or (y) such time as the accumulated amount of servicing fees forborne by the Servicer
as a result of such reduction is equal to $10 million, whereupon the Servicer is again entitled to receive 100%
of the servicing fees due and payable under the Servicing Agreement.

As at December 31, 2013, we had an accrual of $0.1 million relating to the servicing of the portfolio for
the year ended December 31, 2013 (2012: $0.1 million).

23. New Accounting Pronouncements

There were no new accounting pronouncements relevant to our consolidated financial statements in the
year ended December 31, 2013.

24. Subsequent Events

There have been no subsequent events since the year ended December 31, 2013. Subsequent events have
been evaluated up to March 14, 2014.
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Exhibit 1

LIST OF SUBSIDIARIES OF GENESIS FUNDING LIMITED (UNAUDITED)

Entity Direct
parent Jurisdiction

Genesis Ireland Aviation Trading 1 Limited GFL Ireland
Genesis Ireland Aviation Trading 2 Limited GFL Ireland
Genesis Ireland Aviation Trading 3 Limited GFL Ireland
Genesis Ireland Aviation Trading 4 Limited GFL Ireland
Genesis Funding France 1 SARL GFL France
Genesis Funding France 2 SARL GFL France
Genesis Funding Sweden I AB GFL Sweden
Genesis Leasing USA Inc GFL USA
GFL Aircraft Leasing Netherlands BV GFL Netherlands
Genesis Funding Norway 1 AS GFL Norway
Genesis China Leasing 1 Limited GFL Bermuda
Genesis China Leasing 2 Limited GFL Bermuda
Genesis Funding Atlantic 1 Limited GFL Bermuda


