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OUR VISION

b

Our vision is to become the undisputed global
leader in air cargo



OUR MISSION

b

To secure the profitability of our company by
providing freight forwarders with unrivalled
competitive advantage in their operations
worldwide

To secure and strengthen the company’s position
in a growing and changing air cargo market

To add value for customers, shareholders
and employees

OUR VALUES

A

We stand for integrity, tolerance and teamwork

We set ourselves the highest standards and we
deliver on our promises

We succeed through the quality of our
relationships

We value every contribution made by our
employees to securing the profitability of our
company

We abide by the laws and regulations governing
our activities

We respect the environmentand communities
within which we operate







CHAIRMAN’S LETTER

MARC HOFFMANN CHAIRMAN OF THE BOARD

A

Ladies and Gentlemen, Dear Friends of Cargolux,

I'have now followed the development of Cargolux for five years,
firstas a Director and, since April last year, as Chairman. It has
been an exciting experience which | have thoroughly enjoyed.
One of the less pleasant experiences at Cargolux has been my
active involvementin managing various pending anti-trust pro-
ceedings initiated against the Company. | am pleased to report
that we recently settled one important case: on 9 April it was
announced that Cargolux had reached an agreement with the
US DoJ. The US$ 119 million fine imposed on the Company is
payable in 6 installments over several years. The 2008 ac-
countsinclude a provision reflecting the presentvalue of those
annual payments. With the US and other cases settled, or close
to settlement and/or adequately provisioned for in the Compa-
ny’s accounts, most of this unpleasant overhang seems now to
be removed and the Company can focus a 100% on managing
the business.

Our CEO and other members of the Executive Committee will
comment extensively on how Cargolux performed in 2008 in
the following pages. Focusing on the recent challenges ahead,
| want to submit two good reasons why | am confident that Car-
golux will be able to come out of the current crisis stronger.

1. AN EXCEPTIONAL POSITIONING

In these difficult times, Cargolux shows its resilience and out-
performs the competition in the downturn. This is the result
of entrepreneurial spirit, strong customer relations and flexi-
bility. Over its close to 40 years of existence, Cargolux has
established special relationships with key customers, the big
forwarders of this world.

Cargolux and those customers have grown together and Cargo-
lux’s growth is in part a response to the customers’ expansion.
These relationships pay off in tough times and we see conti-
nuing customer support across our markets. Since the crisis
started to affect airfreight markets in June 2008, we have
gained market shares in important markets like Germany, Italy
and across Asia - always to the detriment of the home carrier.
Except for its home base in Luxembourg, Cargolux does not
have any significant ground infrastructure. Therefore, Cargolux
can quickly open or close on-line stations to respond to market
conditions. While Cargolux will always be careful to avoid that
its operational decisions harm its customers, this flexibility is a
key advantage, in particularin a bear market.

Finally, Cargolux benefits from a loyal, dedicated work force:
the whole organization stands behind the airline and enables
last minute changes that, unfortunately, have become quite
frequent lately. The first three months of this year have been
very difficult and management is implementing drastic cost
reduction measures which are aimed at also reducing fixed
costs.

2.AKEY ECONOMIC PLAYER IN LUXEMBOURG

Cargoluxis directly and indirectly responsible foraround 5,000
jobs in a small economy dominated by the financial services
industry. For instance, Cargolux is the principal customer
of Luxair Cargo Center, which employs over 1,000 people.
Luxair is also Luxembourg’s flag carrier and the Luxembourg
State is its largest shareholder. Cargolux uses mostly Luxem-
bourgish trucking companies. The Government is seeking to
diversify the economy away from the financial services indus-
try and the development of the logistics/transportation sector
is a cornerstone of that policy. Cargolux contributed directly
over EUR 310 million to the Luxembourg economy in 2008.

The continued support of the shareholders of Cargolux must
be considered in the context of its strategic importance to the
domestic economy. Indirectly, through Luxair in which the
State now holds a controlling interest, and through the two
state-owned banks, BCEE and SNCI, the Government is very
presentin the share capital of Cargolux. While no one is too big
to fail these days, some companies - such as Cargolux - are too
important to fail. Therefore | believe that the current sharehol-
ders would undertake the required action to support Cargolux if
this ultimately became necessary.

I would like to conclude by asking you — the customers, sup-
pliers, bankers and other financiers of Cargolux — to also conti-
nue to support the Company in and through these difficult
times. | am sure that Cargolux will always be mindful of your
supportand find ways to show its gratitude for itin the future.

MARC HOFFMANN
Chairman of the Board







CEO’S LETTER

ULRICH OGIERMANN PRESIDENT AND CEO

A

The year 2008 will probably go down in history as being one of the
most turbulent years the airline industry has faced over the last
decade. Indeed, 2008 proved to be a year of two halves:

The first half started with an expected air cargo growth rate of
about 5% together with an all-time record aircraft order backlog,
a EUR/US$ exchange rate rising towards the 1.60 barrier and
unprecedented high oil prices close to US$150 per barrel.

In the second half, the bankruptcies of several financial institu-
tions as well asrising liquidity concerns announced that the world
had entered into a new era: the global financial crisis. The demand
for goods and services began to weaken and the world entered
into one of the most severe recessions since the 1920’s, with an
adjustment of oil prices by more than ?5%, a harsh correction of
the EUR/US$ exchange rate and a collapse of the air cargo market
in December of more than 20%.

FINANCIAL PERFORMANCE

Despite this difficult market environment, Cargolux carried sli-
ghtly more tonnes than in 2007 and revenues increased by 18%
to US$ 2 billion, of which 30% related to fuel surcharges. The result
for the year 2008 was negatively impacted by a new anti-trust
provision of US$ 105.4 million, corresponding to the net present
value of the fine payable to the United States Department of Jus-
tice, a tax adjustment of US$ 38.1 million and a negative marked-
to-market impact of our derivative portfolio of US$ 24.6 million.
As a consequence, the income Cargolux recorded for 2008 is a
netloss of US$ 61 million.

HIGHLIGHTS OF THE YEAR

Operational results are satisfactory, given the circumstances,
and show the strength of Cargolux’s all-cargo concept, the dedi-
cation of its staff and the loyalty of its customers. The Compa-
ny’s capacity, measured in ATK, increased by 6.8% as a result of
the arrival in July of our last 747-400F, LX-YCV - ‘City of Contern’.
Atthe same time 5% less wet-lease capacity was sourced leading
to an overall ATK growth of 1.1%. Despite an improved aircraft uti-
lization of 15:37 blockhours, up 7 minutes from 2007, Cargolux’s
production, as measured by FTKs, dropped by 2.3% due to lower
load factorsin the second half of the year. As in 2008 the air cargo
market declined by 4%, we were able to strengthen our global
market share atabout 4%.

These route changes underline the strength of Cargolux’s flexibi-
lity to adapt to changing marketneeds, while counting ona strong
fleet reliability and high utilization of our 747-400F workhorse.
These factors make in-house maintenance capability a key asset
and we are eager to see our new maintenance hangar entering
into service in 2009.

ENVIRONMENT AND SOCIAL RESPONSIBILITY

We have added momentum to our commitments with respect
to corporate social responsibility. In the environmental sphere
we have begun 1IS014001 certification in 2008, and | am proud
to announce that, in a first step, we have been certified for our
flight operations in March 2009.

For the first time this year, we are also reporting on our social
and environmental performance, according to the standards
setout by the Global Reporting Initiative, for which we received
an independent assurance. This report provides a welcomed
opportunity to present the progress we have achieved inimple-
menting effective fuel-saving measures, our approach towards
limiting operational noise levels as well as our Company’s long-
term commitment both towards our staff and towards fully
contributing to Luxembourg’s economy and society. This initial
reporting effort will be pursued in the coming years, which will
allow us to observe our progress in the areas reported.

OUTLOOK

The air cargo market will remain challenging for all involved
and the industry will face overcapacity in 2009 as the demand
is expected to remain weak. Banks do not seem to be able to
provide the required funds and funding gap issues will proba-
bly resultin the deferrals of deliveries and order cancellations.
We see inefficient capacity being grounded and belly capacity
reducedasasecondaryeffectofthe passengerindustry capaci-
ty cuts. Takinginto account the announced delays of the Boeing
747-8F program, Cargolux will not take any delivery in 2009.
This will not jeopardize Cargolux’s re-fleeting program and two
debt-free 747-400Fs, already sold on a forward basis in 2007,
are planned to leave our fleetin the second half of 2009.

However, in the current context, it will be an uphill struggle to-
wards recovery and profitability, with multiple hurdles along
the way. We are confident to find a course through this storm,
and thank all our customers, employees, shareholders, and
creditors for their support and commitment throughout 2008,
and in the years to come.

Luxembourg, April 9, 2009

ULRICH OGIERMANN
Presidentand CEOQ !







HIGHLIGHTS CONSOLIDATED FIGURES

YEAR ENDED DECEMBER 31,2008

b

2008 2007 2006 2005
TOTAL INCOME IN US$ ‘000 1,984,675 1,682,921 1,551,527 1,449,491
PROFIT/(LOSS) FOR THE YEAR IN US$ ‘000 (61,043) (47,099) 82,637 77,601
SHAREHOLDERS’ EQUITY IN US$ ‘000 454,239 616,019 666,542 599,456
TONNES CARRIED 703,601 702,765 650,947 644,613
TONNE-KILOMETERS FLOWN (MILLIONS) 5,411 5,537 5,271 5,292
AVAILABLE TONNE-KILOMETERS (MILLIONS) 7,659 7,576 7,281 7,524
NUMBER OF EMPLOYEES WORLDWIDE 1,530 1,491 1,446 1,378
HEADQUARTERS 1,155 1,105 1,081 1,026
FLEET

BOEING 747-400F 16 15 14 14
AIRCRAFT ON ORDER

BOEING 747-400F - 1 2

BOEING 747-8F 13 13 10 10
AIRCRAFT SUBJECT TO FORWARD SALE AGREEMENTS 6 4 0 0




EXECUTIVE COMMITTEE

ULRICH OGIERMANN
President and Chief
Executive Officer

DAVID ARENDT
Executive Vice
Presidentand Chief
Financial Officer

ROBERT VAN DE WEG
SrVice President,
Sales, Marketing and
Ground Services

JEAN-CLAUDE
SCHMITZ

SrVice President,
Maintenance and
Engineering

(until 1 April, 2009)

PETER VAN DE PAS
SrVice President and
Chief Operating Officer
(from 16 January, 2009)



CORPORATE GOVERNANCE

AT DECEMBER 31,2008

A

BOARD OF DIRECTORS

MARC HOFFMANN
Chairman of Luxair
Chairman

PIERRE GRAMEGNA
Director General
Chambre de Commerce
Luxembourg

Director

MAXNILLES

Attaché de Gouvernement
Member of the Board of Luxair
Director

JEAN MEYER
Attorney atLaw
Director, Secretary of the Board

STRATEGY COMMITTEE

MARC HOFFMANN
Chairman of the Committee

JEAN-CLAUDE FINCK
ALAIN GEORGES
PIERRE GRAMEGNA
GASTON REINESCH
ROLF WINIGER

SHAREHOLDERS AT DECEMBER 31, 2008

34,9%
Luxair

33,7%
SAirlines

FRITZ GROTZ
Representing SAirLines
Director

KARL WUTHRICH
Attorney at Law
Representing SAirLines
Director

ROLF WINIGER
Representing SAirLines
Director

JEAN-CLAUDE FINCK

Presidentand CEOQ of

Banque et Caisse d’Epargne de I'Etat
Director

AUDIT COMMITTEE

MARC HOFFMANN
Chairman of the Committee

JEAN-CLAUDE FINCK
PIERRE GRAMEGNA
FRITZ GROTZ

ALAIN GEORGES
MAXNILLES

GASTON REINESCH

ALAIN GEORGES
Chairman of

BIP Investment Partners
Director

Société Nationnale de Crédit
etd’Investissement, represented by
GASTON REINESCH, President
Director

ROGER SIETZEN
Honorary Chairman of the Board

COMPENSATION COMMITTEE

MARC HOFFMANN
Chairman of the Committee

JEAN-CLAUDE FINCK
ALAIN GEORGES
PIERRE GRAMEGNA
MAXNILLES

GASTON REINESCH
KARLWUTHRICH

2,5%
Others
(including Lux-Avantage)

28,9%
Luxembourg Financial Institutions
(BIP Investment Partners - BCEE - SNCI)
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MANAGEMENT’S REPORT OF ACTIVITIES

FINANCIAL REVIEW AND ANALYSIS

GENERAL

The onslaught of the recession and the extraordinary volatility
ininterest rates, foreign exchanges and fuel prices have made
theirimprint on our performance in 2008.

Because of the recession — which affected our loadfactors as
from the third quarter — the air cargo market suffered a decline
of 4% in 2008. The ever rising fuel prices — which peaked at US$
147/barrel in July — caused our revenues and fuel bill to reach
record levels, at US$ 1,983.2 million and US$ 934.1 million,
respectively. The fuel surcharge, representing 30.3% of our
revenues in 2008, and net realized hedging gains were una-
ble to compensate for rapid, successive increases of the fuel
price: we were largely unable to absorb the uncovered deficit
elsewhere in our cost base. The low interest rate and fuel price
environment that prevailed at the balance sheet date caused
important unrealized losses of our related derivative portfo-
lios. The majority of these losses have been charged to equity.
The unrealized, marked-to-market driven losses will be rever-
sed in future exercises to the extent that interest rates and
fuel prices rise from their low year-end levels. The pre-antitrust
provision results from operations were US$ 54.7 million, down
from US$ 105.3 million or - 48 % from the comparable figure in
2007.

On 21 July, 2008, the 16th and last 747-400F — LX-YCV, chris-
tened “City of Contern” — joined the Company’s fleet. Boeing
advised in December that the delivery of the Company’s 13
firm 747-8F orders would suffer delays of up to 10 months on
the front-end. Therefore, no B?47-8F deliveries are expected
before the Summer of 2010. A new delivery schedule and re-
lated pre-delivery payment schedule have yet to be agreed
with Boeing. On 7 July 2008, the Company sold two units of
its existing fleet to Silk Way of Azerbaijan on a forward basis.
LX-NCVand LX-MCV —which the Company currently leases from
Freighter Leasing and with respect of which the Company has
given notice thatitwill exercise its contractual purchase option
atlease end — will be delivered to Silk Way on October 2010 and
March 2011, respectively.

KEY PERFORMANCE INDICATORS

Capacity, as measured by available tonne kilometers (ATK],
increased by 6.8% due to the LX-YCV delivery and LX-WCV (de-
livered in August 2007) being available for the full year. Addi-
tional capacity was sourced via wet-leases, which accounted
for 3.4% of total ATKs for the year, 5% percent less than during
the prior year, reflecting the gradual phase-out of leased capa-
city towards the end of the year. The Company’s production, as

measured by freight tonne kilommeters (FTK) , was 2.3% lower
than in 2007. Tonnes sold stayed flat (+0.1%) at 703,601 tonnes.
Based on IATA statistics and measured by international FTKs,
Cargolux’s global market share was about 4%, approximately
the same level as in the year before. In the light of the overall
economic development, load factors dropped to 70.6% or by
2.4 percentage points on the prior year. Average system yield
(US$/kg) was 18% higher, mainly due to successive increases
of the fuel surcharges until the middle of the year. Increases in
the underlying yields could be achieved in some markets, in
particular ex the Americas. The underlying yield ex Europe has
additionally been boosted by the favorable EUR/US$ exchange
rate. However, underlying yields and demand for air cargo uplift
especially exAsiacame undersevere pressure towards the end
of the year. Daily average aircraft utilization of the Company’s
fleet was 15:37 block hours, up 7minutes on the 2007 average.

TOTAL INCOME
CONSOLIDATED, IN US$ ‘000

1,984,675
1,682,921
1,551,527
1,449,481 . R
N N N N
2005 2006 2007 2008

PROFITAND LOSS ACCOUNT

Revenues increased by 18.1% from US$ 1,679.7 million to US$
1,983.2 million. 30.3% of the revenues, or US$ 601.6 million,
was accounted for by the fuel surcharge, up 66.9% on 2007.

Other Operating Income decreased to US$ 1.5 million from US$
3.2 million in 2007.



MANAGEMENT’S REPORT OF ACTIVITIES

FINANCIAL REVIEW AND ANALYSIS

b

Aircraft Lease Expenses were down by US$ 57.8 million or
42.3%. The main reasons for the decline were lower dry lease
cost (down US$ 31.5 million to US$ 56.8 million, primarily due
to the classification to finance lease of LX-UCV and LX-VCV as
of December 2007 and LX-MCV as of August 2008 following a
notice given by the Company that it had opted to exercise its
purchase option with respect of the aircraft) and lower ACMI ex-
penses, down 54.5% to US$ 21.9 million from US$ 48.2 million
in 2007.

Aircraft Maintenance Expenses (outsourced) went up 7.8% to
US$ 101.8 million from US$ 94.4 million. This increase is mainly
due to a rate increase under both the Rolls Royce and the GE
engine maintenance contracts and the fleet increase in July
2008. Other Aircraft Expenses represent premiums paid to
insure the Company’s fleet and went down by 9.3% to US$ 3.1
million.

Depreciation increased by 29.1% to US$ 56.2 million mainly
because of the classification to finance lease of the financing
covering the aircraft mentioned above and the purchase of new
aircraft under finance lease in 2008 (LX-YCV).

Fuel increased by 48.9% to US$ 934.1 million and represents
now 47.4% of total cost. Net hedging gains of US$ 14.3 million
were achieved. However, because of the high volatility in the
oil market, the Company suffered negative marked-to-mar-
ket of positions taken during the spring and summer, when
oil and fuel prices peaked. These hedging losses were mostly
bookedagainsttheequityaccount.US$ 17.5millionofunrealized
hedging losses could not be hedge accounted and are flown
through the Income Statement.

Personnel Costs and Benefits went up 8.9% to US$ 214.0 mil-
lion. The overall salary component went up by 12.0%, and, in
Euro terms, the salary of all Luxembourg-based staff went up
5.1%dueto mandatorysalaryindexation, head countincreases,
time units and salary increases foreseen in the Collective Work
Agreement.

Handling, Landing and Overflying increased by 7.9% to US$
270.9 million. Handling charges went up 9.9% due primarily to
the appreciation of the EUR and other currencies versus the
US$, an increase in cycles flown and handling rate increases.
Navigational charges increased by 9% due to the foreign ex-
change impact, increased block hours, as well as a new over-
flying charge system in China. Costs were also influenced by
network changes shifting more capacity to areas with relati-
vely higher cost. The number of flights to Africa and South Ame-

rica grew by 16% compared to 2007 while the number of North
Atlantic flights dropped by 10%. Overall landing costs stayed flat.
Trucking, Interlining and Truck handling increased by 7.0% to
US$ 116.8 million, due in part to an increase in interlining costs
on some sectors. Trucking and truck handling went up by 6.0%
due to rate increases and exchange rate fluctuations while ton-
nes sold stayed stable.

Other Operating Expenses include GSA commissions, IT ser-
vices, travel & entertainment, office rental and equipment, legal,
audit and consulting fees, telecommunication expenses,
etc. It is also under this line item that the Company booked
a provision of US$ 154.9 million in the 2007 accounts with
respect to the Company’s exposure to a monetary fine which
could be imposed by the EU Commission. This provision was
reducedinthe 2008 accounts forthe reasons stated elsewhere
in this report (see e.g. footnote 12 to the financial statements).
Howevernew provisions related to the anti-trustproceedings in
the United States, Australia and New Zealand and which could
not be compensated by the adjustment to the provision for the
EC fine caused a new exceptional charge to be booked against
this item. EBIT for the year stood at US$ 13.8 million compa-
red to US$ -33.0 million in 2007. Financial income decreased
by 19.4% to US$ 9.3 million and financial expenses increased by
67.9% to US$ 49.9 million. The main reasons for this increase
are the classification to finance lease of the financing for the
aircraft mentioned above and a negative marked-to-market of
the Company’s interest rate hedging portfolio (US$ 4.2 million).
Net Finance Costs were US$ 40.6 million.

Operatingresults were negativelyimpacted by fairvalue losses
of US$ 24.6 million flown through the profit and loss account.
In 2007, operating results were boosted by US$ 13.5 million of
fair value gain. Before marked-to-market and anti-trust provi-
sions the pre-tax result was US$ 79.3 million, 13.6% down from
the comparable 2007 figure.

Loss Before Tax was US$ 22.9 million (2007: Loss of US$ 49.5
million). Consolidated net after tax loss was US$ 61.0 million
(2007: US$ 47.1 million). The reasons for the negative tax ad-
justment are discussed below.
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FINANCIAL REVIEW AND ANALYSIS

TAXADJUSTMENTS

Current tax for the year amounts to US$ 3.1 million versus US$
8.5 million in 2007. However, in 2008 the Company suffers a
substantial adjustment of deferred taxes. The main reasons
for the US$ 39.0 million adjustment are the consequence of
(i) the reversal of unused Investment Tax Credits (ITC) (see be-
low), (ii) taxes being assessed on the basis of a Luxembourg
GAAP balance sheet which requires significant accounting
changes from IFRS and (iii) a one time charge resulting from
the adoption of the year end exchange rate to prepare the tax
balance sheet (in previous exercises some balance sheet
items had to be translated into euros at their corresponding
historical exchange rate which caused a high degree of volati-
lity in the Income Statement). All the above were offset by and
to the extent of the benefit of tax losses of US$ 25.2 million.
ITC can be carried forward for 10 years; unused they expire.
The Company suffered two consecutive years of losses and the
latest available business plan for the period 2009-2011 shows
a decline in future pre-tax income compared to previous busi-
ness plans. The combined effect of the losses and downwards
revision of the business plan caused the reversal of the ITC
mentioned above.

PROFITAND LOSS MARGIN ANALYSIS

On a pro-forma basis, excluding exceptional items (2007 and
2008: anti-trust provisions), the EBIT and EBITDAR margins
would have been 4.6% (2007: 7.25%) and 11.4% (2007: 18.0%)
respectively.

FINANCIAL GEARING

% US$ millions
350 700
300 600
250 500
200 400
150 300
100 \ / 200

50 100

0 0
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Gearing (%)
Shareholders’ equity (US$ million)

BALANCE SHEET

Total Assets went up 18.9% to US$ 1,917.3 million from US$
1,612.7 million. This is primarily due to the on-balance sheet
classification of the leases relating to LX-MCV (previously ac-
counted for as an operating lease) and LX-YCV.

Shareholders’ Equity decreased by 26.3% to US$ 454.2 million
from US$ 616.0 million due to (i) the US$ 61.0 million loss for
the fiscal year and (i) the portion of the fuel and interest rate
derivative portfolio which is hedge accounted.

Interest-bearing liabilities (including finance leases) increased
by 49.2% to US$ ?99.0 million from US$ 535.5 million.
The increase is mainly due to the acquisition of LX-YCV, the
financing of deposits made to Boeing for the acquisition of
the two first B747-8F aircraft and the on-balance sheet clas-
sification of LX-MCV. Cash and Cash Equivalents and Other
Investments increased by 14.8% from US$ 167.2 million to US$
192 million. Net financial gearing amounted to 134.0% and net
adjusted (to take into account the present value of future lease
payments) was 174.8%.

BRANCH NETWORK
The Company operates worldwide through a network of bran-
ches established in 35 countries.

CONSOLIDATION

The consolidated accounts comprise Cargolux RES.A.,a captive
reinsurance company which was created in February 2004 and
which s fully owned by the Company. In addition, the Company
equity accounts in its consolidated financial statements its
participation in Champ Cargosystems S.A. (49%), Luxfuel (30%)
and Freighter Leasing S.A. (33.3%), which was incorporated in
December 2006 and to which the Company sold and leased
back 3 units of its existing fleet.
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OVERALL VIEW

2008 was an extremely volatile year for everyone in the indus-
try. For Cargolux, 2008 can be characterized in simple terms:
strong markets but fuel costs moving from high to extremely
high in the first half; weakening markets, falling to extreme
lows with drastically declining fuel prices in the second half.

In terms of tonnages sold, we experienced a decline in the
United States that was mainly capacity-driven. We also saw a
decline in Europe and Asia that was in part balanced by strong
growth in Africa, especially into and out of Africa, where Nairobi
was our strongest growing market by far.

Our revenue and cost curves criss-crossed towards the end
of the year, creating circumstances which made it difficult to
maintain a profitable network operation. Nevertheless, our
overall business registered a slight tonnage growth of 0.1% in
2008.

However, tonne kilometers flown declined by 2.3% and our sys-
tem-wide load factor dropped by 2.4 ppt.to 70.6%.

TOTAL TONNES CARRIED
IN METRIC TONNES

702,765 703,601

S

644,613 650,947

S M

2005 2006 2007 2008

MARKET VIEW

The explosion of oil prices coupled with the implosion of the
worldwide economy after October 2008 had a major influence
on the performance of the industry.

Markets grew between 2% and 5% in the first half of 2008
and, with the collapsing economy, dropped to a dramatic -17%
in December 2008. This phenomenon affected all markets
worldwide, butwas particularly noticeable in Asian exports.

Perishable shipments remained reasonably firm throughout
the year, especially from South America and Africa, where they
contributed towards making this area our strongest growth
market.

Africa showed a growth of 8.2% in tonnage, while the United States
registered a decline of -2.9%, Europe -1.7% and Asia -1.9%.

Yields fared better with a system-wide increase of 18%, largely
driven by increases in fuel surcharges but also by local yield
increases, notably out of the USA.

MARKET SHARE

In early 2008, we were capacity-constrained and registered no
growth in market share. In the last two months of the year, we
saw our market share grow significantly.

Overall, our market share in 2008 was just around 4%, roughly
the same level as the year before.

FLEET

Cargolux took delivery of its sixteenth and last B?47-400F in
July 2008. Additionally, we wet-leased one B?47-200F throughout
the yearand one B747-400F from January to April. Both aircraft
were supplied and operated by Air Atlanta Icelandic.

Dailyaircraft utilization increased by 0.7% compared to the pre-
vious year, reaching 15:37 block hours per day. With this rate,
Cargolux remains at the top of all B?47-400F operators.

Boeing announced a delay of the new B747-8F production,
resulting in a new delivery date for Cargolux’s first unit in the
second half of 2010. Cargolux is the launch customer for this
new generation freighter aircraft.
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OVERALL BUSINESS REVIEW

NETWORK

The delivery of our last B?47-400F enabled us to expand our
network, adding some new destinations and strengthening
others. Additional services were introduced to places such as
Almaty, Doha and Baku, while new destinations included Cairo,
Miami, Vienna, Brussels, Hahn, Amsterdam and Thilisi in Georgia.

In order to successfully mitigate the adverse circumstances
of 2008, we had to rely on our versatile network policy. At the
beginning of 2008, we fine-tuned the network to deal with the
rising fuel costs. We eliminated some fuel-intensive routes, for
instance toAustraliaandthe USWest Coast,and ourcontinuous
restructuring was mainly driven by the rising oil price.

Laterin the year, the picture changed completely and we found
ourselves chasing the demand in the market, trying to keep our
fleet in the air and earning revenue to cover our fixed costs.
All of the sudden, itwas a very different game! Costs in the se-
cond half of 2009 benefited from the oil price decline.

TRAFFIC RIGHTS AND FIFTH FREEDOM

The fuel price developments in the first half of the year and the
economic collapse inthe second half necessitated creativity in
adapting our network.

TONNE-KILOMETERS FLOWN
IN MILLIONS
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We saw a major breakthrough in our operations to and from Bra-
zil, where, with the support of the Luxembourg government, we
were granted scheduled traffic rights after operating charter
services for 10 years. The signing of a bilateral agreement gave
us seven weekly frequencies, including fifth freedom rights
from Brazil to Ecuador, Colombia and all African states.

Austria granted us fifth freedom rights between Hong Kong and
Vienna. With the benefit of those rights, we launched a weekly
service in June and added a second flightin September.

Towards the end of the year, after trying unsuccessfully to
take over an existing operation, we also began to prepare
with partners the launch of Cargolux lItalia, that is expec-
ted to begin operations during the second quarter of 2009.
Cargolux Italia will support our strong position in the Italian
market, where Cargolux was the biggestcargo operatorin 2008.
This helped us obtain the necessary local and political support
for the new airline. We continue to operate the Luxembourg —
Milan shuttle flights to better connect Italy with our worldwide
network.

The first phase of the landmark EU — US open skies agreement
went into effect on 30 March 2008, which made it possible
to operate flights from Milan to New York and Chicago in early
2009.

Cooperation with Toumai Air Tchad made it possible to operate
a new Abu Dhabi — N'Djamena flight. For this operation, we re-
opened our Abu Dhabi station.

We continued our successful cooperation with Finnair on the
Helsinki — Hong Kong route, with Mexicana between Mexico
and the United States and with South African Airways between
Johannesburg and Lagos. The latter service was extended to
include Accra.

A new cooperation with Hewa Bora Airways resulted in a
weekly Brussels — Kinshasa service.

The additional fifth freedom rights that were granted to us gave
Cargolux a number of new destinations and resulted in an ex-
pansion of our network. Fifth freedom tonnage in our system
reached 19%, while related revenues rose from 15% to 16%.
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AREA BY AREA

AREA 1 — THE AMERICAS

The year in Area 1 started off much where 2007 ended, with
continued growth across all sectors. 2008 ranks among the
most successful years on record for the Americas and we have
seenretention and growth in mostmarkets. In total, Area 1 pro-
duced 130,000 tonnes.

Revenue in North America was over US$ 246 million, 16% above
the previous year. The increase in revenue was driven both by
increased fuel surcharges and by a growing underlying yield.
Load factors increased by 3% compared to 2007.

North America continued to grow the so-called “network car-
g0”, by moving 25,000 tonnes of cargo through Luxembourg
to onward network destinations in the Middle East and Africa.
This represents an increase of 2,000 tonnes over the previous
year.

We continued the ongoing review of our route network in the
Americas to ensure maximum efficiency and, as a result,
decided to consolidate capacity on the West Coast of the USA
in Los Angeles and Seattle and to discontinue services into San
Francisco. This market is still served by truck, though, with a
regular weekly feed.

We saw continued growth amongst our top customers with
17 out of our top 20 clients showing positive growth over the
previous year.

South America also turned in a good performance: Revenues
reached over US$ 63 million, 26% above the previous year.
Load factors for the year remained at 93%, identical to the pre-
vious year, despite an increase in deployed capacity.

Ecuador is by far our largest market in South America and
represents almost 50% of total South America revenues.
We were again active in providing much needed additional
capacity during the peak flower season out of Columbia and
Ecuador by routing an additional seven flights through these
markets.

Anever-growing area of success has beenthe continued growth
of ourfifth freedom sectors in South America. This has been our
continued focus and we have seen a significantincrease in re-
venue derived therefrom.

AREA 2 —EUROPE, CENTRAL ASIAAND WEST AFRICA

In 2008, Area 2 reached a production of 289,000 tonnes, 2%
less than in 2007. Revenue grew by 18% to US$ 734 million.
The area handled 51,000 tonnes (+22%) of non-Area 2 transit
cargo, so that, in total, 49% of our production was carried on
export flights from our hub in Luxembourg.

The steady production level reflects the available capacity and
its deployment, whereas the revenue development was affec-
ted by a competitive market environment, marked by conti-
nuous pressure on rates, extraordinary fuel price fluctuations
and foreign exchange volatility.

Given these circumstances, we constantly monitored the
market development to optimize yields and capacity alloca-
tions between traditional and developing markets.

Due to an underlying trade imbalance between Asia and Europe
and the resulting rate pressure on eastbound flights to Asian
destinations, the focus remained on destinations in the Near
and Middle East as well as the Caspian Sea area and Central
Asia which are served via Baku, where the cooperation with
Azeri carrier Silk Way was expanded. The network was adapted
accordingly, with new or increased frequencies to Cairo, Amman,
Doha and Dubai, including the addition of Thilisi to the network.

Flights to Africa developed strongly and additional capacity
was deployed to Lagos, Kinshasa, Accra and Abidjan.

The market to South America has shown a healthy develop-
ment, so thatone additional Brazil frequency was introduced in
August. However, we had to scale back that service towards the
end of the year as a result of a sharp drop in automotive traffic
to Brazil. Capacity to Mexico was kept steady in 2008.

On North Atlantic sectors, high fuel cost, unfavorable exchange
rate developments and demand shifts caused some structural
changes. Traditional long-haul flights to the US West Coast have
beenreduced in frequencies and the direct service to San Fran-
cisco was discontinued, while additional capacity has been
allocated to US East Coast destinations to satisfy customer
demand. New flights have been added to Miami, with connec-
tions to Caribbean and Latin American destinations, while the
service to Houston has been extended.
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Cargolux’s coverage of the European export markets was
strengthened. Our market share grew in most countries.
Germany and lItaly are the biggest export markets, both in
size and importance. The scheduled feeder flights between
Luxembourg and Milan are the backbone of a successful mar-
ket presence. Smaller markets like France, Belgium, the UK, the
Netherlands, Switzerland and the Nordic countries have expe-
rienced higher growth rates. Feeder flights from Budapest and
Barcelona have stabilized our presence in these markets and
two new feeder flights from Vienna were introduced in 2008.
Our presence in Turkey was boosted by regular freighter capa-
city linking Istanbul to the worldwide network via our Luxem-
bourg hub.

Despite the crisis that hit the European exportindustries in the
last quarter of 2008, our strong presence and adaptive com-
mercial marketapproach has helped to avoid production short-
fallsin 2008 and enabled us to increase our market share in the
European and Central Asian countries.

AREA 3 — ASIAPACIFIC

2008 held both threat and opportunity for the industry, espe-
cially in the Asia and Pacific region. Export growth was steady
inthe firstthree quarters of the year, but the pace slowed down
compared to the boom of the last few years. For the first time
in decades, almost half of the shipping costs were surcharges,
reflecting the increasingly higher fuel costs. On the other hand,
the beginning of the Cross-Strait flights marked a big change in
the air transportation history. It created much speculation but
also positive reactions from our customers.

The area produced a total of 197,000 tonnes, including fifth
freedom traffic. This translated into more than US$ 750 mil-
lions in revenue. Including fifth freedom traffic, our load factor
in 2008 was again very high.

Hong Kong remained one of our biggest stations worldwide and
the biggest stationin the area. A 14" weekly frequency was ad-
ded in August in preparation for the traditional high season in
the last quarter. Our direct services to Eastern Europe, Barce-
lona, Helsinki and the connection to Malpensa via Luxembourg
remained strong and continued to drive the station’s growth.

Duetotheescalateddemandinthatmarket,afourth Hong Kong-
Budapest frequency was introduced in February. Furthermore,
two additional direct frequencies to Vienna were inaugurated,
in June and September respectively. These flights were intro-
duced as a result of our customers’ demand and also to further
strengthen our market share on routes to Eastern Europe.

Other stations in Greater China continued their crucial contri-
bution to our system. A new frequency was launched out of
Shanghai on Wednesdays. Direct services into Budapest from
Taipei were explored and our space-swap program with other
carriers was expanded. It gave us operational benefits and cost
efficiency.

South East Asian markets were steady. We saw growing traf-
fic from Singapore and Kuala Lumpur to the Middle East, cate-
ring to the increasing demand for oil well drilling equipment.
Bangkok showed strong growth throughout the year. A new
fifth-freedom sector, Bangkok-Hong Kong, was launched and
generated additional revenue.

Overall, the export markets were healthy and steady in the first
three quarters of 2008, even though they were highly compe-
titive. The worldwide economic turmoil in the latter part of the
year did not really hit exports until November and December.
Since then, we have strived to reduce costs by combining com-
mercial stops and routings. Some stations diversified their pro-
ducts and services by exploring different markets, such as the
Middle East, South America and Africa. Fifth-freedom revenue
remained an important source of revenue.

Flexibility and a quick reaction to customers’ needs helped us
to protect our market position.
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AREA 4 — MIDDLE EAST, SOUTH AND EAST AFRICA

Area 4 had a satisfactory year: Freight tonnage production
went up by 8,2% to 70,000 tonnes, while revenues grew 20,8%
to US$ 112,6 million, however largely driven by increased fuel
surcharges.

The UAE, particularly Dubai, has shown a growth in tonnage of
9.4% compared to the previous year. Sea-air cargo went up 31%
to 38,500 tonnes. Transshipments represent half of the area’s
total tonnage and mainly go to Europe, Africa and other Middle
Eastdestinations.

As in 2007, Cargolux experienced increased demand and we
expectthatthis trend will continue into 20089.

However, 2008 was also very challenging, with fuel prices fol-
lowing a roller-coaster pattern and the worldwide economic
crisis hitting the area. The UAE and most of the region have felt
the effect primarily in the banking, finance and realty sectors.
Air cargo imports have remained mostly steady and are expec-
ted to continue this way. The increase in capacity into the UAE
and the consistent demand for airlift into Qatar and Saudi Ara-
bia are fuelling this growth.

Regarding the African export region, Kenya remained our
biggest market. In 2008, two more flights were added to our
network out of Kenya, bringing our services up to 11 flights
per week; three to Manston, two to Amsterdam and seven to
Maastricht. Tonnage increased by 22%, compared to 2007.

Africa continues to be the area’s focus. A new operation was
started from Abu Dhabi to N'Djamena in cooperation whith Tou-
mai AirTchad in August 2008. We also operated outbound flights
from Cairo back to Luxembourg, carrying fresh strawberries and
green beans. Egypt is also a good market for oil drilling equip-
ment. Live horses are regularly carried and crystals are often
flown from Cairo to Hong Kong.

South Africa saw a decrease compared to 2007. We operated
four weekly flights to Johannesburg that continued to Nairobi,
Lagos and Lusaka. Main commodities shipped from South
Africa to Lagos include drilling and mining equipment and
spares, car parts, electronic consumer commodities, medical
equipment and perishables. Because there is a large expan-
sion of mobile phone coverage in West Africa, we have seen
increased shipments of telecom equipment.

Exports also include car parts for assembly lines in the United
Kingdom, Germany, France and Italy. These consist of leather
seat covers, catalytic converters and engine blocks. Seasonal
traffic included flowers, fruit, fish and seafood.

CHARTER

2008 was an extremely good year for our charter operations.
In the beginning of the year, we used a leased-in B747-400F
to fly charters for the automotive industry. Charter flights to
Africa were very strong all through the year. With the economic
downturn towards the end of the year, we focused even more
on the charter business to make use of increased downtime in
the network.

OUTLOOK

2009 will be an extremely tough year for Cargolux and the in-
dustry. In the firstfew weeks of 2009, we saw a further decline
in the market to -20% levels. Cargolux’s relative performance
in this market trend is substantially better, which is a hopeful
sign. Itwill, however, be a challenge to operate profitably under
these circumstances and we don’t expect the year to be “busi-
ness as usual”.
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MAINTENANCE AND ENGINEERING

HIGH RELIABILITY

Cargolux’s Maintenance and Engineering Division maintains
our fleet of 16 B747-400F, as well as aircraft of several airline
customers.

Our scheduled reliability improved slightly over 2008, rea-
ching just over 98%. This was partly due to the introduction of
our Maintenance Control Center in mid 2008. The Maintenance
Control Center (MCC) is linked to line maintenance and monitors
all aircraft movements throughout the Cargolux network from a
technical point of view.

The MCC allows us to be proactive in addressing problems on
an aircraft, giving line stations pre-advice and suggesting trou-
bleshooting and repair scenarios. This helps us to minimize air-
craftground times and enhances our technical reliability.

HEAVY MAINTENANCE

Only one D-Check was performed during 2008; it was also the
final D-Check contracted to KLM in Amsterdam. KLM has infor-
med us that they are no longer offering checks on customer
B747 aircraft, which made it necessary for us to find a new ser-
vice partner. As of August 2009, D-Checks on our B747s will be
performed in Singapore by SIA Engineering Company.

In January 2009, the last C-Check will be performed at KLM.
With the opening of our new maintenance hangarin May 2009,
we will now performe these checks in-house. Building up
experience and capabilities also allows us to increase our third
party work and we will include customer B74?7 C-Checks in our
service portfolio.

THIRD PARTY MAINTENANCE

With the winding down of B?47 third party maintenance work
at KLM, Cargolux remains one of the few operators offering
B?47 maintenance in Europe. Consequently, we are talking to a
number of existing and potential customers aboutwork on their
fleets as soon as our new hangar is operational.

In 2008, our third-party maintenance activities generated re-
venues in excess of of US$ 8.4 million, more than budgeted.
This was made possible by a solid base of satisfied customers
and the professionalism and skills of our workforce.

FOCUS ONTHE -8

Cargolux is a launch customer of Boeing’s 747-8F; the first unit
of the type will join our fleetin 2010. In 2008, we intensified
the preparations for the -8 introduction, working closely with
Boeing to get our maintenance organization ready for the air-
craft.

OTHER PROJECTS
New hangar: Construction of our new Hangar progressed accor-
ding to schedule.

Moving our maintenance organization to the new facilities
requires careful planning and 2008 saw the beginning of pre-
parations that culminate in the physical relocation to our new
hangar in May 20089. This state-of-the-art building will support
our goals to:

A achieve higherproductivity, mainlyreflectedinthereduced
downtime of the aircraft for ‘A’ checks;

A enable usto insource ‘C’ checks and other specific projects;

A expand our services to customers;

A develop a center of excellence for B747-8 aircraft.

Cargolux Italia: Cargolux has decided to establish a new airline
in Italy in 2009: Cargolux Italia. Our Maintenance and Enginee-
ring division was involved in setting up this entity from the
technical side.

TRAX

Onthe software side, our “TRAX” system was furtherdeveloped:
one case in point is resource planning and controlling, which
helps us to work and plan efficiently and better track the jobs
we have performed. This new module was developed in close
cooperation with the designer of “TRAX” and is expected to go
live in the second quarter 2009.
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FLIGHT OPERATIONS

FLEET PERFORMANCE

During 2008, Cargolux increased its average daily aircraft uti-
lisation rate. Our fleet of Boeing 747-400F flew an average of
15:37 block hours per day, which represents an increase of
seven minutes per day for each aircraft, compared to 2007.
This figure places Cargolux among the airlines using this air-
crafttype mostintensively worldwide.

Cargolux’s network punctuality also saw an improvement
of 6.3% over 2007. 58.6% of all flights departed within 1 hour of
our schedule. The network punctuality improvement is partly
due to Cargolux’s Pitstop delay recovery program, which has
become part of the company’s standard day-to-day operating
procedures. As many as 1,119 hours of delay could be recove-
red thanks to this system of advance notification, which ensu-
res thatall parties involved in turning around a delayed aircraft
are ready at all stations where this aircraft will be landing.

DAILY AIRCRAFT UTILIZATION
PER BOEING ?47-400 FREIGHTER
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IOSAACCREDITATION

On 16 December 2008 Cargolux became fully accredited under
the IATA Operational Safety Audit Program (I0SA), following an
audit process that began in October 2007. I0SA measured our
airline against over 700 safety standards and recommended
practices in the management of the Company’s Flight Opera-
tions, Ground Operations, Maintenance and Engineering and
Operational Security.

The I0SA accreditation offers a guarantee to our customers and
airtransportauthorities thatour operational management, qua-
lity, safety and security are of the highest level. It also shows
that continuous efforts are made to improve them further, in
line with the evolution of best practices within the air transport
sector.

The accreditation is valid for two years from the date of the first
I0SA audit, and Cargolux s currently preparing the first renewal
of its accreditation, due in October 2009.










CARGOLUX AND THE ENVIRONMENT

One of Cargolux’s key business principles is to seek at all times to operate with the smallest
possible impact on the environment, be it in terms of atmospheric emissions, noise or other
waste materials. Upholding this modus operandi is essential to ensure the long term viability
of the airline.

Cargolux has a direct economic interest in applying this principle: aviation being an energy-
intensive activity, any reduction in fuel consumption translates into increased efficiency and
profitability. Similarly, it is in the Company’s interest to produce as little noise as possible, to
reduce as much as possible disturbances to neighboring communities to the airports where
we operate, and to maintain close control of the Company’s waste production.

Cargolux demonstrated its commitment to environmentally sound operations by taking

two decisions at the end of 2007. The first one was to sign up to the UN Global Compact.

In so doing, Cargolux pledged to apply 10 key principles of sound management from the
environmental and social point of view. The present report indicates Cargolux’s progress
towards theirimplementation.

The second decision was to undergo ISO 14001 Certification for our flight operations and
aircraft maintenance and engineering activities, both core business divisions of the Company.
The certification process began in 2008. Cargolux received the IS014001 certification for

its flight operations including its type rating training organisation on 19 March 2009; the
Company will seek to extend this certification to its maintenance and engineering activities by
end-2009.

As foreseen by ISO 14001 guidelines, Cargolux developed an environmental policy in 2008,
which further codifies the Company’s commitment in this field. This policy was adopted in
February 20089.
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I. ENERGY USE AND ATMOSPHERIC EMISSIONS

Cargolux’s long range air cargo activities are energy-intensive,
andthevastmajority ofthe Company’s energy usage is dedicated
toits flightoperations. According to an internal study undertaken
in 2007, an estimated 98.7% of all CO, emitted by the Company in
that year are due to our core activity, whereas 0.7% are attribu-
table to our trucking operations and 0.6% to all other activities of
the Company (maintenance, ground handling, heating, employee
commuting, electricity use, waste disposal, duty travel). In 2008
Cargolux’s aviation fuel expense amounted to US$ 934 million, or
47.4% of the Company’s overall operating expenses

Consequently, the atmospheric emissions resulting from our
flight operations represent by far the largest share of Cargolux’s
total environmental impact. By the same token, it is the aspect
Cargolux seeks to maintain most tightly under control.

A) FLIGHT OPERATIONS
Cargolux has a threefold interestin reducing its energy use:

1. financially, aviation fuel represents the largest burden on
the Company, far above capital investments and labor costs.
Any reduction in fuel consumption contributes directly to the
financial health of our Company;

2. from an environmental point of view, Cargolux can play a
direct part in reducing global greenhouse gas production, and
wishes to do so to support the sustainable development of the
global community;

3. from a regulatory point of view, with the implementation
of the European Union emissions trading scheme (EU-ETS),
Cargolux will need to regularly reduce its emissions in order to
limit future purchases of CO, credits.

Cargolux’s commitment to reducing its fuel consumption (and
CO, emissions) per production unit, whenever possible, is
demonstrated by the figures of recent years.

Whereas in 2005 Cargolux aircraft emitted on average 538 gram
CO, for each tonne transported over 1 km, in 2007 the emission
rate was reduced to 526g per tonne-km, an efficiency impro-
vement of 2.1% over the 3-year period. These figures are deri-
ved from fuel purchased by and invoiced to Cargolux. In 2008
a new system was introduced for the measurement of our fuel
consumption, to be consistentwith the requirements of the Euro-
pean Union’s new Emissions Trading System for aviation.

This system collects actual fuel consumption figures of each
flight operated by Cargolux, including flights operated using
leased-in capacity. It returned a C0, emission rate of 535g per
tonne-km for 2008, measured on the basis of Cargolux’s world-
wide operation. All future CO, measurements will be underta-
ken using this new system.

Thesefiguresindicate thatCargolux has successfullymanaged,
over the past years, to keep in check its overall fuel consump-
tion and to maintain a positive overall energy trend.

Many different measures have been introduced over the past
several years to increase the energy efficiency of our flight
operations. These are detailed below. However, the efficiency
of long-range flight operations also depends on many exter-
nal and economical factors, as a result of which the efficiency
benefits of fuel-saving measures are often only visible over
longer periods of time.

While the energy consumption figure reported for 2008 can-
not be compared to those of previous years, because of the
new methodology used to calculate it, its higher value could
be explained by a lower average load factor recorded over the
year (70.6% in 2008, compared to 73% in 2007). Operational
constraints also affect the operational performance of our air-
craft, including our average sector length, altitudes flown or
waiting times to be allowed to land at airports. Finally, external
factors, such as changes in predominant winds, also play an
importantrole.

Below, we discuss in more detail each of the major programs
recently undertaken by Cargolux to reduce fuel burn and rela-
ted air emissions:

1) “Cost-index” flying: In mid-2007, Cargolux implemen-
ted a cost-index based flight planning speed schedule.
The cost index takes into account several cost variables in a
flightand is used to determine how fastan aircraft should fly.
Forinstance, if an aircraftis notbound to time-critical landing
slots or crew duty times, it may fly at a slower speed than the
standard Mach 0.85.

2008 was the first full year during which cost-index-based
flying was applied. As a result, Cargolux achieved an estima-
ted fuel saving of 9,025 tonnes throughout 2008, compared
to our previous method of flying our aircraft. This represents a
saving of 28,430 tonnes of CO,.
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CARGOLUX UNIT OF PRODUCTION: THE FREIGHT TONNE-KILOMETER (FTK)

As a cargo airline, Cargolux measures its production in the number of metric tonnes of cargo flown over numbers of kilometers.
This gives an indication of how much freight was transported, as well as the distance each tonne traveled (on average).

2) Saving on APU use: The Auxiliary Power Unit (APU) is
a small turbine located in the tail section of the aircraft.
It provides electrical power when no ground energy supply is
available, and pneumatic airto startthe main aircraft engines.
The APU has several drawbacks: it is noisy and uses signifi-
cant amounts of fuel to provide power. In 2007, a network-
wide campaign was launched to ensure that, wherever possi-
ble, electric power was obtained from the airport, either from
a mobile ground power unit (diesel powered), or from a fixed
ground power installation. Ground power is far more fuel-effi-
cientand in many cases cheaper.

As aresult, through 2008, the average usage of the APU could
be reduced by 8.8% overthe year compared to 2007, which re-

presents an average monthly saving of 12 hours per aircraft.
This represents a total saving of 817 tonnes of fuel over the
year, or 2,574 tonnes of CO,.

3) Aircraft weight reduction: In 2008, a weight reduction pro-
gram was undertaken for our entire fleet. Approximately 250
kg of material could be removed from each one of our aircraft
through a modification of our bulk cargo compartment, the
removal of unused cargo locks and a modification of our fly-
away maintenance kit.

Bearing in mind that each kg saved across the fleet repre-
sents asaving of approximately 2700 Kg of fuel over the year,
this program is estimated to lead to an overall fuel saving of
close to 675 tonnes, or 2,100 tonnes ofCDZ.
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4)Center of gravity optimization: The fuel consumption of
an aircraftis influenced by the way cargo loads are balanced
out on the aircraft, and by the center of gravity that is achie-
ved as a result of this load balancing. An ideal center of gra-
vity has been defined by Cargolux, through which the lowest
fuel consumption is achieved without compromising safety.
Cargolux’s load planners seek at all times to reach this cen-
ter of gravity, within the operational constraints imposed by
each routing.

Since 2008, anew ITmodule has beenintegrated into our load
planning system that makes it possible to plan the aircraft
loading more precisely and bring it closer to the optimal cen-
terofgravity. Ananalysis of all flights undertaken in 2008 has
shown that, thanks to this tool, flights are now loaded more
closelytothe ideal centerof gravity. Overall, 9.5% more flights
are now loaded within 0.5% of the target compared to a refe-
rence period in 2007, before the tool was used.

Fuel savings achieved as a result over the year amount to an
estimated 88.6 tonnes.

5)Engine compressor washing: Research performed by
Cargolux’s engineering department in 2007 and 2008 has
shown that certain engine types consume less fuel if the core
of the engine is regularly washed. This removes the deposits
that accumulate over time on the compressor blade airfoils
and improves airflow and overall engine performance.

Ourresearch has found that washed General Electric engines
consume up to 0.18%less fuel. The same procedure applied to
Rolls Royce engines does not yield substantial fuel savings,
butdoes improve the longevity of the engine.

In 2008 Cargolux has begun regularly cleaning both General
Electric and Rolls Royce engines. Based on our current fuel
consumption and GE-engined fleet composition, we expect
savings of approximately 500 tonnes of fuel per year as a
result.

6) Fuel usage for air-conditioning: In certain cases, flying
goods at specific temperatures requires more fuel than
flying non temperature-sensitive cargo. In 2008, our flight
planning department systematically started to plan additio-
nal fuel requirements when perishable goods are on board.
This removes an element of uncertainty in our flight opera-
tions, which previously led pilots, in certain cases, to request
more fuel than necessary.

AVIATION EMISSIONS:
WHAT ARE THEY, WHAT IS THEIR IMPACT ON THE
ENVIRONMENT?

Aircraft engines have tremendously evolved over time, which
resulted in substantial improvements as far as atmospheric
emissions are concerned. Contrary to models of previous deca-
des, modern jetaircraftsuch asthe Boeing 747-400F emitcom-
paratively small amounts of carbon monoxide (CO) orunburned
hydrocarbons (UHC).

However, they do emit carbon dioxide [COZ], Oxides of Nitrogen
(NO,) and water vapor, all three of which contribute to global
warming at varying degrees. Engines also emit smaller quan-
tities of particulates, which are also believed to contribute to
global warming.

While aircraft engine manufacturers try to reduce the overall
emissions of their engines, the engineering challenges get
more and more difficult to overcome as the engines get better.

For instance, more efficient engines burn fuel at higher tem-
peratures, which will result in a higher power output with less
C0, emissions. However the high temperatures also result in
high NO, output. Conversely, reducing the burning temperature
reduces NO, emissions but the engine requires more fuel to
achieve the same power, and therefore would emit more CO,.

The challenge of engine makers is to produce engines with high
power output at relatively low temperatures, featuring a rela-
tively low fuel burn and low NO, emissions at the same time.
Allmanufacturers are currently contributing to this tremendous
research effort. The latest result is the GEnx engine produced
by General Electrics, that will equip the next generation Boeing
?47-8F, planned for delivery in 2010.

Legal limits are set on the amounts of NO, that may be emitted.
The engine types operated by Cargolux fall well below these limits.

CO0, emissions, on the other hand, occur in direct relation to
fuel consumption and cannot be regulated in the same way.
Scientific research has determined that, for each kg of fuel
burnt in an aircraft turbine, 3.15kg of CO, are emitted into the
atmosphere. The responsibility falls therefore on airlines to
constantly improve their equipment and procedures, in order
to ensure that their flight operations are as energy efficient as
possible.
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FLEET PERFORMANCE MONITORING

Aside from the fuel-saving exercise outlined above, a one-time
saving was realized in 2006 when one of Cargolux’s aircraft
was re-calibrated. Extensive research indicated that its flight
profile did not correspond to measurements made by its own
instruments. This was found to be due to a small inaccuracy in
the profile of the aircraft’s skin in the area of one of the aircraft
sensors, which was therefore returning incorrect speed and
altitude information. A re-profiling of the fuselage was underta-
ken and the instruments now function accurately.

Since this small modification was made this particular aircraft
burns an estimated 790 tonnes less fuel each year.

ONGOING PROGRAMS

In addition to the actions underlined above, Cargolux is current-
ly engaged in several programs that will lead to additional fuel
savings in the near future.

SATELLITE COMMUNICATIONS

Cargolux is testing a new cost-effective satellite communica-
tion system for its aircraft, based on the Iridium network.

Satellite communications offer the advantage of allowing
aircraft to fly where no air traffic control is available over VHF
radio. As a result, straighter routings become available over
desert areas, high-sea regions (e.g. the Pacific) or the North
Polar region. Many of these routings are part of the Future Air
Navigation System (FANS), a new data-based air traffic control
system.They are only accessible to aircraftequipped with both
FANS data transfer and satellite communications technology.

Cargolux has been involved in the development of Iridium for
aviation use from the earliest stages. Since 2008, Cargolux is
taking part in the work of an FAA Rulemaking Committee ad-
dressing the use of Iridium for the FANS data transfer within the
US airspace. This will allow Cargolux to be one of the first airli-
nes to implement the system.

In 2008, testing has been successfully completed on four air-
planes and the rest of the fleet is being equipped during the
regular “A” maintenance checks at our facilities. According to
current estimates, the entire Cargolux fleet will be equipped by
August 2009.

The savings Cargolux may realize by flying FANS routes are
substantial. Depending on dominant winds, up to 28 minutes

could be saved on routings between Europe and China. The
estimated annual fuel saving on our Luxembourg-Hong Kong
and Luxembourg-Shanghai routes would amount to over 1,450
tonnes, based on our current schedule.

Cargolux will begin flying FANS routings as soon as the civil
aviation authorities involved have approved the use of FANS
datalink and Iridium satcom technology.

FLEET RENEWAL

The mostsignificantreductionsin CO, emissions are planned to
be achieved through our scheduled fleet renewal program.

Cargoluxis the launch customer for the next-generation Boeing
747-8F,whichis currently being builtand is expected to be ready
fordeliveryinthe second half of 2010. Cargolux has ordered 13
aircraft, has options to buy two more, and will be the firstairline
to operate the new type. These 13 aircraft are scheduled to be
delivered by 2014. As the new 747-8F aircraft join our fleet, our
current 747-400F fleet will be gradually reduced.

Boeing predicts fuel savings of 17% per tonne-km flown
compared to our current aircraft type, the Boeing 747-400F.
This efficiency increase will lead to an equivalent reduction in
C0, emissions deriving from our activities.

B) NON-FLIGHT ACTIVITIES

Cargolux’ssecond largestenergy consumptionsectorconcerns
trucking. Around 24 million tonne-km of goods are trucked each
year, on fleets of trucks thatare sub-contracted on a long-term
basis. The great majority of this trucking activity (92%) takes
place in Europe, where goods are transported between pro-
duction or distribution centers throughout the continent and
Cargolux’s operational hub in Luxembourg. A more limited
amount of trucking also links Cargolux’s other European flight
destinations.

In total, 362 vehicles were regularly used to transport goods
on behalf of Cargolux, owned by 9 different contract opera-
tors. Similarly to Cargolux, these contractors seek to regularly
improve the fuel-efficiency of their fleets, and have committed
to further efficiency improvements in coming years.
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European trucks are categorized according to the amount of
atmospheric emissions they produce. In January 2009, an
agreement was reached whereby Cargolux’s trucking contrac-
tors commit to gradually modernizing their fleets, in order to
achieve a full Euro IV and Euro V classed fleet by 2011 (Euro V
being the currently applicable standard for newly built trucks,
and the most stringent).

The graph below outlines the development of our contractors’
fleets dedicated to Cargolux activities over the coming years.

EUROPEAN TRUCKING FLEET

PROJECTED COMPOSITION OF 3RD-PARTY FLEET OPERATING

FOR CARGOLUX IN EUROPE
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Il. NOISE

The emission of noise is the second most important area of
environmental concern to Cargolux and all possible efforts are
made to mitigate the amount of noise produced by our aircraft.

Noise emissions are particularly an issue at Cargolux’s hub
airport, Luxembourg, due to its location in the direct vicinity of
Luxembourg City. Cargolux is responsible for about 16.6% of all
jetaircraft movements at the airport. On average, 11 Cargolux
aircraft currently take off and land at Luxembourg airport every day.

Cargolux’s efforts to maintain low noise levels are evidenced
through:

the Company’s current fleetand fleet renewal policy;
currentapproach and landing practices;

the Company’s participation in research efforts in the field
of aviation noise, and;

current efforts atimproving noise monitoring, both within
the Company and atairport level.

Yy VYV

Cargolux’s efforts are appreciated not only in Luxembourg, but
also at other airports on its network. This is demonstrated for
instance by the “2007 Fly Quiet Award” that was awarded in
June 2008 to Cargolux by Seattle’s SEATAC airport, for its appli-
cation of noise abatement procedures.

QUIET FLEET

Cargolux has, for many years, sought to produce as little noise
as possible when operating in and out of Luxembourg airport.
Since 1999, our fleetof aircraftis solely composed of one of the
quietest large cargo aircraft available, the Boeing 747-400F.
This aircraft produces substantially less noise than its prede-
cessor aircraft, the Boeing 747-200F, which is still operated by
many other carriers flying into Luxembourg. Indeed, the noise
footprint of a Boeing 747-400F at 85 dBA is only about half as
long as the equivalent footprint of a Boeing 747-200F. This foot-
print will be significantly reduced with the introduction of the
?47-8F.
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During 2008, Cargolux leased two 747-200F aircraft from a
third party provider. These flights only represented 4.1% of ta-
ke-offs and landings in Luxembourg over the year, or 3 take offs
and landing per week. This lease agreement was not renewed
and no 747-200F based operations are planned by Cargolux for
2009.

From the second half of 2010 onwards, Cargolux will be the first
airline worldwide to operate Boeing’s new generation of 747 air-
craft, the Boeing 747-8F. This all-new aircraft will benefit from
several important technological advances that will reduce its
noise footprint by a further 30%. This will bring the noise levels
of the 747-8F to that of many smaller aircraft taking off from
Luxembourg airport.

The new technologies center on the aircraft’s engine, which
will feature a new type of 3-D shaped aerodynamic fan blade,
a seamless airintake that will cause less resonance, as well as
chevron-shaped exhausts. The combined effect of these fea-
tures, in addition to the larger size of the fan (which therefore
turns more slowly), will substantially reduce noise levels of the
aircraft.

RESPONSIBLE OPERATIONS

Cargolux seeks at all times to observe noise abatement proce-
dures prescribed by all airports where we operate. At Luxem-
bourg airport, for example, when landing, our flight crews ap-
ply idle-reverse braking whenever weather conditions allow.
This method of braking relies on opening thrust reversers wi-
thoutapplying thrustand using wheel brakes. Itis a much quie-
ter way of slowing down the aircraft than the more common full
thrustreverse method.

Similarly, whenever air traffic and air traffic control restrictions
allow, Cargolux flight crews apply a continuous descent ap-
proach, which consists in regularly approaching the airport on
a 3 degree slope from cruising altitude. In contrast to the tradi-
tional stepped approach, the aircraft does not need to maintain
level flight at low altitude, and thereby does not need to apply
thrust close to the ground. This results in quieter landings.

UNDERSTANDING AND REDUCING AVIATION NOISE

Over recent years, Cargolux has taken partin several research
projects focusing on aviation noise in Luxembourg. The most
recent of these, “Luxembourg Aviation Noise”, was underta-
ken by the Henry Tudor Research Center, funded largely by the
Luxembourg government. This study was completed at the end

of 2008 and its conclusions were submitted to the Luxembourg
governmentin November. These proved very valuable in the es-
tablishment of the government’s noise action plan for Luxem-
bourg Airport.

The researchers calculated the overall noise levels produced at
the airport. The noise levels were based on a simulation study
of the Boeing 747-400F aircraft. In turn, the levels were weigh-
ted according to the topography as well as the population den-
sity surrounding the airport. The objective of the study was to
determine at what time of the day aircraft movements caused
the highest amount of nuisance to the largest number of peo-
ple, and to suggestnew approach, take-off and scheduling pro-
cedures that would minimize aviation noise nuisances.

The researchers also developed a tool that may be used by
Cargolux in order to determine the levels of noise exposure to
populations surrounding the airport for a given schedule and
take-off or landing profile.

DAY-TO-DAY MONITORING

Luxembourg’s airport administration currently measures the
noise produced by every aircraft landing or taking off and sub-
mits reports to every airline using the airport. However, due
to the positioning of the microphones, current measurements
cannot properly monitor improvements in noise levels that
would result from a change in operational procedures.

Cargolux supports the enhancement of this measurement sys-
tem with a view to obtaining more accurate noise data on our
operations. This would allow us to better monitor the effective-
ness of new operational procedures.
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lll. WASTE

Cargolux has an interest in ensuring that the waste produced
by the Company is disposed of properly and recycled where
possible. Compared to certain heavy industries, the total
amount of waste produced by an airline is limited. However, it
remains crucial to ensure thatall sensitive substances are pro-
perly treated.

While the sorting and safe disposal of waste resulting from
Cargolux’s maintenance activity (oily waste, VOCs, acids) has
taken place for many years, Cargolux has contracted in 2008
a new waste disposal Company which manages all waste dis-
posal on the sites and in buildings controlled by Cargolux in
Luxembourg.

This new service offers several advantages over previous was-
te disposal arrangements. More categories of waste can now
be sorted and treated. The new service provider offers total
traceability over how and where the waste is treated, and the
new scheme extends to the sorting and disposal or recycling
of office-generated paper and plastics waste, in the buildings
where this activity is controlled by the Company.

In recognition of the efforts made by Cargolux in the area of
waste management, the Luxembourg Ministry of Environment
awarded Cargolux its “Superdreckskéscht fir Betriber” label
on 18 June 2008. The label is delivered to companies that de-
monstrate exemplary waste management practices, including
waste avoidance measures, safe and environmentally-friendly
waste storage, selective collection and a transparent waste re-
cycling and disposal system. This certificate will be subject to
annual renewal following audits that will verify our adherence
to these principles.

WASTE DISPOSAL BY CATEGORY, 2008

SITES CONTROLLED BY CARGOLUX IN LUXEMBOURG

1,417 KG

OTHERS
54,867 KG 53,216 KG

RESIDUAL WASTE

RECYCLABLE WASTE!

41,429K6
OILY WASTE

178,728 KG

HAZARDOUS
WASTE?

!Recyclable waste includes metals, plastics, wood, glass, paper

2 Hazardous waste includes solvents, paints, adhesives, oily sludges,
chemicals, waste containing heavy metals, batteries, among others

ONGOING PROJECTS
RECYCLING OF PALLET PACKING MATERIALS

Air freight also generates waste that is normally managed by
handling agents. Aircraft pallets are usually covered in plastic
sheeting to protect the cargo from humidity and rain during loa-
ding or offloading. Wood is used to spread the weight of very
dense shipments over the surface of the pallet.

Our Luxembourg-based handling agent, Luxair Cargo, handles
the largest volume of Cargolux freight. In 2008, Luxair Cargo
reported the recycling of an estimated 355 tonnes of PE plastic
sheeting used to cover Cargolux pallets, and shredded an esti-
mated 670 tonnes of wood from Cargolux shipments, for re-use
as heating pellets.
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|. OUR EMPLOYEES
A) CARGOLUX'S STAFF MANAGEMENT PHILOSOPHY

At Cargolux we are convinced of the value of hiring staff for the
long term. Keeping employees for long periods of time allows
them to reach a high degree of specialization and provides the
right framework for developing the skills that will allow them to
efficiently participate in the operation of the airline.

Cargolux offers a friendly, family-company atmosphere and
employs its staff on the basis of an advantageous collective
work agreement, coupled with a standard package of non-
income based benefits that reach well beyond minimum
employment requirements in Luxembourg. The vast majo-
rity of our employees are hired on the basis of firm, full-time
contracts, and all office-based staff benefit from a flexible
working time arrangement.

Both Cargolux’s staff management philosophy and the wor-
king conditions offered result in a low turnover rate, of 4,3% in
2008. Cargolux benefits from a balanced spread of age groups
among its staff, and thereby a healthy mix of experienced and
developing members. This ensures that specialist knowledge
is passed on to new generations and contributes to the stable
growth of the Company.

STAFF TURNOVER BY CATEGORY, 2008 (LUXEMBOURG)

MEN 4.3%
WOMEN 4.6%
BELOW 30 YRS 6.1%
30-50YRS 2.4%
>50 YRS 13.2%
STAFF COVERED BY COLLECTIVE WORK AGREEMENT 87.5%
STAFFWITH PERMANENT CONTRACT 96.4%

Cargolux benefits additionally from the extremely multi-na-
tional and multi-cultural composition of its staff. As many as
31 different nationalities are represented among the 1,155
staff members employed in Luxembourg, and 51 nationalities
among the 1,530 persons employed worldwide. This is an im-
portant element, that greatly helps the Company to integrate
and adapt to cultures and customs throughout the world.

B) TRAINING: DEVELOPING OUR MOST IMPORTANT
ASSET — OUR STAFF

Training constitutes an important element of the day-to-day
functioning of all airlines. This is especially true for Cargolux,
having setitself the objective of featuring among the most effi-
cientairlines in the world.

Training at Cargolux falls into two categories:

1. Pilots and mechanics regularly attend courses in order to
maintain and upgrade their licences and receive training on
the use of new equipment, technologies or the application of
new procedures. Similarly, ground services employees follow
courses to be entitled to perform certain functions, such as
supervise the loading of an aircraft. This type of training is a
legal requirement.

2. Cargolux also offers various types of training to its office
staff, so that they can acquire new skills and develop their
areas of competence and expertise. This type of training
falls beyond legal requirements and constitutes a voluntary
action on the part of the Company.

Training for office staff ranges from ad-hoc, short term cour-
ses to longer-term training programs (for instance, Cargolux
organizes a Management Development Program, aimed at
developing the leadership and personal skills of its middle and
upper management). It also includes the possibility to under-
take higher education degrees in disciplines of interest to the
Company. Cargolux offers studying staff members additional
days off, and reimburses 50% of the tuition fees upon comple-
tion of the degree.

Both types of training contribute to the personal development
of employees concerned, by giving them skills and levels of
knowledge thatthey may nothave acquired by workingin other
economic sectors, or even for other airlines.

In 2008, 957 Cargolux employees received non-compulsory
training, totaling 11,710 hours. This represents an average of
7.7 hours peremployee.
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GIVING A HELPING HAND THROUGH TRAINING

Cargolux’s training activities also benefitindividuals working for other companies throughout the world. Due to the specialist knowled-
ge required to supervise the loading and offloading of a Boeing 747-400F, Cargolux provides its own cargo training to employees of
General Handling Agents (GHA) working for the airline. These employees travel to a location where this training is provided at Cargolux’s
expense, and obtain a qualification that can also be used for working with other airlines.

Thisarrangement extends to GHA employees who may notdirectly work on Cargolux aircraft. This little help provided by Cargolux can be
very valuable, especially in countries where obtaining professional qualifications can represent an economic challenge to large parts
of the population. In 2008, Cargolux provided training to 304 external persons, many of whom are employees of GHAs working with
Cargolux throughout the world. These represented 32% of total participation at Cargolux training courses.

C) CARING FOR THE HEALTH AND SAFETY
OF OUR EMPLOYEES

Cargolux gives the highest level of importance to the health
and safety of all its employees. Particular attention is paid to
our maintenance and ground operations staff; these may be
exposed to potentially dangerous situations, be it through the
use of specific machinery orequipment, by cominginto contact
with hazardous substances or due to their activities close to
the aircraft. It also concerns our flight crews, who are exposed
to higher levels of cosmic radiation at high altitude.

Cargolux’s accident statistics refer to all accidents occurring to
Luxembourg-based staff (including all pilots and mechanics).
Howeveraccidents occurring outside Luxembourg are also mo-
nitored and preventive actions are discussed and agreed with
the responsible station manager.

ACCIDENT FREQUENCY
COMPARED TO LUXEMBOURG AVERAGE AND COMPARED
TO LUXEMBOURG AVIATION SECTOR (57 COMPANIES)

2005 2006 2007 2008

CARGOLUX 6.93 7.03 5.7 5.41
LUXEMBOURG 2.75 7.69 ?.01 N/A
AVIATION SECTOR 8.21 9.7 8.45 N/A

Number of accidents per 100 full-time employee units

Note: the Luxembourg Accident Insurance Association (AAA) pu-
blishes its annual figures in April. 2008 figures could therefore not be
included inthe presentreport.

Accidents involving Cargolux staff, both at work (internal) and
while on theirway to/from work (external), have traditionally re-
mained atvery low levels. Our statistics show thatover the past
10 years, the percentage of internal accidents compared to the
total number of employees has remained below 4%, which is a
very good rate for industrial sites.

NUMBER OF ACCIDENTS

2005 2006 2007 2008

INTERNAL ACCIDENTS 33 36 41 32
EXTERNALACCIDENTS 24 27 11 19
TOTAL ACCIDENTS 57 63 52 51

According to Luxembourg’s Accident Insurance Association
(AAA), Cargolux’s accident frequency rating was situated at
5.41 in 2008. For the past 10 years, Cargolux’s rating has re-
mained consistently below the average rating of Luxembourg
companies, and also well below the safety rating within Luxem-
bourg’s aviation sector (currently counting 57 companies).

The AAA frequency rating shows the percentage of hours lost
compared to total available work hours. The rating takes into
account all accidents where one working hour or more were
lostand where external medical treatment was provided to the
employee.
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PREVENTION PROGRAMS

Cargolux regularly launches health and safety programs
aimed at addressing particular concerns. The latest, entitled
“Hazsub”, was launched in 2007 and ran through 2008. Its ob-
jective was to perform a professional risk assessment on the
use of hazardous substances at the workplace at Cargolux’s
headquarters in Luxembourg. This program was jointly com-
pleted with the cooperation of Luxembourg’s Ministry of Health
and our Company doctor.

Its objective was, where possible, to simplify information on
hazardous substances and to ensure that vital safety and
health related information is clearly and rapidly understood.
Over650substances have beenassessedand classified during
this project and the information on their material safety data
sheets was used to write a productinformation sheet providing
the most important information on the product in a simplified
and user-friendly way. In addition, on-site training is provided
to mechanics and their medical checks are adapted to take
into account the substances they may enter in contact with.
As aresult of the initiation of this program, a review of all subs-
tances used at Cargolux is performed, resulting in the reduc-
tion, or replacement of a number of dangerous substances.

The efforts made by Cargolux in 2007 and 2008 on that pro-
ject were recognized by the Luxembourg Labour Inspectorate
which represented the European Agency for Safety and Health
at Work. Cargolux obtained a Best Practice Award in October
2008.

Another ongoing program, launched by Cargolux in 2006, is
entitled “0-5". It focuses on the potential health and safety
risks that mechanics could be exposed to in their first 5 years
of activity. Through this program specific training is organized
on the use of certain types of equipment, to prevent accidents
that could occur from lack of experience, as well as to ensure a
safety-oriented approach to the mechanics’ work at all times.
Cargolux has made this training compulsory for all starting me-
chanics. 14 new mechanics joined the program in 2008.

All machinery and equipment used at Cargolux is subjected to
both internal and external audits. The recommendations made
by the external auditors have all been implemented to date.

2008 also saw the continuation of Cargolux’s latest Health and
Safety Awareness campaign, launched to attract attention to
potentially careless or dangerous behaviour, in particularin the
vicinity of our aircraft.

Il. OUR RELATIONSHIP WITH THE COMMUNITY

A) CARGOLUX’S APPROACH TO OPERATIONAL SAFETY

The safety of Cargolux’s flight operations is, and will always
remain, Cargolux’s first priority. In order to ensure that the hi-
ghest levels of safety are maintained, a Safety Management
System is implemented within Cargolux, through which a care-
ful monitoring of flights and an analysis of potential threats to
safety are undertaken.

These activities are backed by a safety reporting system
functioning under a no-blame policy, whereby employees are
encouraged to point out any occurrences or safety hazards, in
the interest of maintaining the highest possible safety level.
These reports are reviewed regularly by a flight safety commit-
tee. Where appropriate, corrective action is undertaken, which
may be the removal or risk reduction of an identified hazard or
the organization of training aimed at perfecting specific skills
orother knowledge.

The safety system is integrated into the day-to-day functio-
ning of all divisions connected to the operation of our aircraft
(maintenance, flight and ground operations). It also relies on
data obtained from a variety of sources, and information to our
staff, provided through several distinct channels. This ensures
thatall possible threats to the safety of our operations are com-
prehensively taken into consideration and addressed as soon
as they are identified.

B) INTEGRATION INTO LUXEMBOURG SOCIETY

Cargolux is firmly integrated into the Luxembourg community
and is committed to pursuing and developingits contribution to
the local economy and society.

ECONOMIC DEVELOPMENT

With 1,155 employees in Luxembourg and 1,530 worldwide,
Cargolux counts among the most important economic actors
in the country. The Company was listed as the 25th largest
employerin the country in 2008. Its contribution to the Luxem-
bourg economy, in terms of salaries, taxes, landing and han-
dling fees and payments for goods and services, amounted to
€ 314 million in 2008.

As an economic actor, however, Cargolux’s contribution to the
Luxembourg economy is far greater. Many companies benefit
directly or indirectly from the airline’s operations in Luxem-
bourg. Forexample, in 2008, Cargolux’s activities represented
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68.2% of all traffic handled at Luxair's Cargo Center, which
employs close to 1,150 persons (Luxair Cargo is Cargolux’s
handling agent at Luxembourg airport). For each new aircraft
joining our fleet, Luxair hires on average up to 40 persons who
take care of the handling. Cargolux’s activity also provides em-
ploymentto freight forwarders and trucking companies, as well
as other local commercial activities (restaurants and various
service providers for instance).

A study published in 2008 by the organization Findel ASBL in-
dicated that as many as 4,717 jobs depended directly on the
activities of the airport and that these activities generated just
over 1,600 indirect jobs (including over 1,300 jobs created by
trucking and freight forwarding companies).

PARTICIPATION IN EDUCATION AND RESEARCH

Mechanic’s training: Since 1979, Cargolux has been an active
participant in Luxembourg’s education system. Together with
the national passenger carrier Luxairand the private secondary
school Lycée Technique Privé Emile Metz, a partnership was
concluded which allows secondary school students to become
fully trained as aircraft mechanics in Luxembourg. In 2001, the
program was expanded and students now obtain an Aircraft
Mechanics’ licence conforming to the European Aviation Safety
Agency regulations, Part 66.

This curriculum is quite demanding on the part of the students,
in particular since all teaching material is provided in English,
the language of the aviation sector, which is not a mother ton-
gue in Luxembourg. Following a successful completion of the
two-year school program and two years of practical training
at either Cargolux or Luxair, the students obtain their licence,
which is a prerequisite for a full time employment contract.

In 2008, eight new students were admitted into the program.
58 students joined the program since 2001 and 31 were hired
as full-time mechanics at Cargolux.

Higher education and Research: Cargolux’s most recent par-
ticipation in a research project was the Luxembourg Aviation
Noise project, mentioned in our section on noise. This project
is very important to Cargolux, as its results, as well as those of
possible follow-up studies, will lead to an improvement in the
quality of our service and to a reduction in nuisances caused to
communities living around the airport, in particular those living
in Luxembourg City.

Cargolux plans to actively support further research efforts cen-
tering on air cargo transport and the improvement of air traffic
atLuxembourg airport.

Since Autumn 2008, Cargolux is also participatinginaresearch
project initiated by Boeing, which aims at developing a new
type of bio-fuel specifically geared towards commercial aviati-
on. This fuel should be derived from plants that do not compete
with food crops (plants envisaged include certain types of al-
gae or plants able to grow in semi-desertic areas, such asjatro-
pha). This initiative is beneficial both from the environmental
point of view, since the plants grown for the fuel will participate
in absorbing some of the CO, that will be emitted by aircraft
consuming it, and from an economic standpoint, by ensuring
the independence of the aviation industry from highly fluctua-
ting fuel prices. Eight airlines besides Cargolux are participa-
ting in this project, representing 15% of worldwide commercial
aviation jet fuel demand.
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SUPPORTING NON-GOVERNMENTAL ORGANISATIONS

Where possible, Cargolux seeks to assist Luxembourg-based
non-governmental organizations in the implementation of va-
rious projects.

In 2007 a multi-annual partnership was initiated with the NGO
“Heéllef fir d’Natur”, which works towards the preservation of
wildlife and nature throughout the country. Our yearly financial
donation supports the efforts of this organization to maintain
and develop the equipment of a nature reserve located at the
foot of the plateau on which Luxembourg airportis situated.

These wetlands provide a very specific environment thatallows
various species of migratory birds to nest and reproduce, du-
ring a break on theirlong journey between Northern Europe and
the Mediterranean or Africa. Birds from as many as 87 different
species have been ringed at this reserve, 84 of which are mi-
gratory. This allows scientists to track their progress and better
understand the birds’ migratory patterns.

Many of these birds would not be able to reproduce atall if the-
se wetlands had not been preserved by this association. The
reserve is also located sufficiently far away from the airport
that neither the birds nor aircraft operations face any risk from
one another.

Occasionally Cargolux also supported other Luxembourg-
based NGOs in 2008, including the Kiwanis association, which
provides psychological support to children staying at hospital,
the Luxembourg Red Cross and ZAZ, which supports children
struck with diabetes.

SUPPORTING LUXEMBOURG’S CULTURAL
AND SPORTS SECTORS

Since its earliest days, Cargolux has sought to support both
Luxembourg’s cultural and sports activities: Whether Luxem-
bourg sportsmen or musicians performing abroad, or Luxem-
bourg artists exhibiting at museums overseas. This support
also extends to cultural and sports activities in Luxembourg.

In 2008, Cargolux has pursued its partnership with Luxem-
bourg’s Modern Art Museum (MUDAM), which was first initiated
in 2004. Cargolux transports works of art on behalf of MUDAM
that are on loan from museums and collectors worldwide, and
that become part of themed temporary exhibitions at the mu-

seum. In 2008, Cargolux supported five different exhibitions
through free of charge transports and also transported goods
forthe permanent collection of the museum

Cargolux similarly supports sports activities in Luxembourg.
0On the occasion of the Olympic games in Beijing, Cargolux flew
the equipment of the 12 sportsmen of the Luxembourg team to
Beijing and back. Over 2008, Cargolux has also sponsored va-
rious Luxembourg sports teams and events, focusing on youth
teams, with a view to supporting young sportspeople and their
efforts towards achieving international recognition.

Since 2008, Cargolux is also actively involved in the organi-
zation of Luxembourg’s pavilion at the Shanghai Expo 2010.
This is a major undertaking where Cargolux will help represent
Luxembourg’s image to a global audience.

FLYING HELPS!

When providing assistance to non-governmental organizations,
sportspeople and artists, Cargolux helps, where possible, by
doing what it knows best: flying cargo. Cargo transport consti-
tutes a substantial part of the budget of a humanitarian, sports
or artistic project, in particular if goods need to be transported
between continents. Cargolux’s help often tips the balance to-
wards its successful completion.

Transport is provided on a stand-by basis, according to space
availability on our flights.




THE SOCIAL DIMENSION

A

C) SOCIAL CONTRIBUTIONS, WORLDWIDE

Cargolux has a long-standing tradition of supporting local and
international relief organizations, not only in times of crisis or
natural disaster, but on a regular basis. In order to play its part
in helping countries and people, Cargolux has flown relief goods
to those who urgently need them. Most of these shipments are
carried free-of-charge on a stand-by basis.

In 2008, Cargolux has carried goods to various destinations in
Africa, including Chad, Tanzania, South Africa, Togo, the lvory
Coast, the Democratic Republic of Congo, Nigeria and Burkina
Faso. Other shipments were flown to destinations in India and
Ecuador.

These shipments contain items ranging from clothing, toys,
books and school supplies to medical equipment, wheelchairs,
medication and even bicycles and second-hand computers.
They are collected by a number of organizations and mostly
trucked to Luxembourg where they are fed into Cargolux’s
worldwide network. 23 shipments were transported free of
charge for humanitarian purposes in 2008.

But the Company’s support does not end here. All year round,
the Cargolux staff collects relief items, either atiits headquar-
ters or at its worldwide stations, to add to one of the charity
organizations’ shipments or to arrange for a separate Cargolux
charity shipment for the benefit of children and adults in
need. Cargolux staff also packs the boxes, gets the necessary
paperwork done and brings the goods to the Cargo Center in
Luxembourg, where they are palletized. Cargolux offices at the
destinations ensure customs clearance and onward distribu-
tion to local organizations.

HELPING THE CHILDREN OF CHENNALI, INDIA

Both Cargolux and its employees have been engaged in a long-
term commitmentto help the disadvantaged children under the
care of a number of organizations in Chennai, India.

For many years, Cargolux has been helping three institutions
in particular, the St Thomas Hospital, which specializes in trea-
ting children struck by cancerand leukemia, the Shishu Bhavan
orphanage, run by the Sisters of Mother Theresa, which houses
about 100 abandoned children of all ages, and the Cheshire
Home for physically handicapped children.

This help is coordinated locally through a local NGO, LIFE
(Luxembourg India Friendship Endeavour) , which is also invol-
ved in vocational training of the physically challenged women
from the tsunami villages and educational and medical care for
abandoned children. One of the organizers of LIFE is Cargolux’s
Country Manager for India.

Cargolux’s contribution consists partly in direct financial sup-
port from the Company, as well as in voluntary contributions
and donations of clothing, medication and medical equipment,
school items and toys collected by Cargolux’s crew and staff-
members. Over time this solidarity action has become known
outside the Company and Cargolux has been receiving additio-
nal donations from many individuals throughout Luxembourg.

In 2008, Cargolux suspended flights to India, as a result of
which Cargolux and its employees could only help LIFE with
financial donations. These are now being used for waterproo-
fing the roof and renovating the sanitary installations of the
vocational center, to improve access to handicapped persons.
Part of the donations will also be used for supplying medicines
to a home for the elderly, that LIFE also supports, in the Nilgiris
mountains.




REPORTING PROCESS AND GRI

REPORT STRUCTURE, CRITERIAAND SELECTION OF ISSUES

This is Cargolux’s first Corporate Social Responsibility report.
Its elaboration was based on an analysis of the Company’s
main impacts and responsibilities, both as regards the environ-
ment and society, and on the concerns raised by key groups of
stakeholders regarding these topics. Stakeholder groups were
identified on the basis of the nature and geographical location
of our activities. An ongoing dialogue takes place with these
groups, through public meetings, direct representation or via
the media. Regular meetings also take place between Cargolux
top management and its employees, which include open ques-
tions and answer sessions

These groupsinclude ourshareholders, employees, customers,
investors and suppliers. They also include the communities po-
tentially affected by our activities, primarily living around the
airport of Luxembourg (our main operational hub), as well as
government and local authorities, national representations, in-
dustrial representations and non-governmental organizations
and auditing bodies.

This report is based on the guidelines of the
Global Reporting Initiative (GRI), an inter-
national organization that provides global
standards for reporting on sustainability.
We believe that our report meets level C+ of
the GRIG3 guidelines of 2006. However, being
a global transportation company, we felt the necessity to go
beyond and reporton areas thatare of concern to the Company
butnotentirely covered by the currentversion of the guidelines
(noise-related issues, for instance).

GRI REPORT

The report covers key topics identified by the Company’s Code
of Business Conduct and Ethics, adopted in 2007, and its Envi-
ronmental Policy, adopted in March 2009.

Cargolux plans to review and further refine its sustainability
reporting process in the coming years, and in particular to mo-
nitor the relevance of each topic covered. Where necessary or
advisable, the Company plans to add further reporting indica-
tors and to collect corresponding data.

REPORTING BOUNDARIES

Thisreportaimsto coverthe entire operations and geographical
coverage of the Company, except where specified in the report.
Certain indicators coveronly our Luxembourg-based activities.
These include figures relating to waste disposal, Cargolux’s
employees and health and safety-related data. It does not co-
ver the activities of separate legal entities entirely or partially
owned by the Company.

EXTERNAL ASSURANCE

Cargolux asked KPMG to provide limited assurance on the envi-
ronmental and social chapters of this report (pages 27 to 46).
However, the information and data published was collected by
Cargolux and is presented entirely under the Company’s res-
ponsibility. KPMG’s assurance report can be found on page 47.
Where possible Cargolux acts upon recommendations made by
KPMG in order to improve its reporting process.

CONTACT

Cargolux invites all interested parties to enter into dialogue
with us about our sustainability policy, activities and about this
report. Our policy, as well as further information on our activi-
ties, can be found on our web site at

http://www.cargolux.com/sustainability/

All comments and enquires are welcome and can be forwarded
to us through the contact form available on our web site, or by
writing to sustainability@cargolux.com.



GRI INDICATORS

G3 INDICATORS

CARGOLUX ANNUAL REPORT 2008

1 STRATEGY & ANALYSIS

1.1 Statement from the most senior decision maker

of the organization about the relevance of sustainability to

the organization and its strategy.

p.9

1.2

Not required for C level

2 ORGANIZATIONAL PROFILE

2.1 Name of organisation.

Cargolux Airlines International S.A.

2.2 Primary brands, products and/or services.

Long-range transport of goods by air

2.3 Operational structure of the organization.

Main company divisions: Flight Operations, Sales,
Marketing & Ground Services, Finance & Administration,
Maintenance & Engineering, Human Resources,
Corporate Services

2.4 Location of organization’s headquarter.

Luxembourg

2.5 Number of countries where the organization operates.

51 countries

2.6 Nature of ownership and legal form.

Société Anonyme

2.7 Markets served.

Cargolux provide air freight transport services to freight
forwarders in most parts of the world through scheduled

and charter flights.

This includes the regular transportation of supply-chain goods,
finished commodities, project cargo, perishables, temperature
and shock-sensitive goods and live animals, among others

2.8 Scale of the reporting organization.

p.11

2.9 Significant changes.

None

2.10 Awards received.

- 2008 All Cargo Airline of the Year [Air Cargo News)

- 2008 Award of Excellence (Air Cargo World)

- 2008 Best All-Cargo Airline in Spain (Inter-Transport)

- Fly Quiet Award 2007 (Seattle Airport)

- Laureate European Health and Safety Week (Luxembourg)

3 REPORT PARAMETERS

3.1 Reporting period.

CalendarYear 2008

3.2 Date previous report.

Firstreport

3.3 Reporting cycle.

Annual

3.4 Contact point.

Cargolux Sustainability and Environment Services,
e-mail: sustainability@cargolux.com

3.5-38

Reporting Process & GRI, p. 44

3.10 Explanation of the effect of any re-statements.

None

3.11 Significant changes from previous reporting.

Firstreport, integrated into Annual Report

3.12 Table Standard Disclosures.

p.45

39,313

Notrequired for C level



GRI INDICATORS

A

G3 INDICATORS

CARGOLUX ANNUAL REPORT 2008

4. GOVERNANCE

4.1 Governance structure of the organization. p.-13
4.2 Indicate whether the Chair of the highest governance No
body is also an executive officer.

4.3 Number of members of the highest governance body. 10

4.4,4.14,4.15

Reporting Process and GRI, p. 44

4.5-4.13,4.16,4.17

Not required for C level

ECONOMIC PERFORMANCE INDICATORS

EC1 Direct economic value generated and distributed, p.53-83
including revenues, operating costs, employee

compensation, donations and other Company

investments retained earnings, and payments to capital

providers and governement.

EC2-EC8 Notreported
ENVIRONMENTAL PERFORMANCE INDICATORS

EN3 Direct energy consumption by primary energy source. p.30

ENS5 Energy saved due to conservation and efficiency p.29-32
improvements.

EN16 Total direct and indirect greenhouse gas emissions p.30

by weight.

EN18 Initiatives to reduce greenhouse gas emissions p.29-32
and reductions achieved.

EN22 Total weight of waste by type and disposal method. p.35
EN1,2,4,6-15,17,19-21,23-28 Notreported
SOCIAL PERFORMANCE INDICATORS

LA1 Total workforce by employment type, employment p.38
contract, and region.

LA2 Total number and rate of employee turnover by age p.38

group, gender, and region.

LA4 Percentage of employees covered by collective bar- p.38
gaining agreements.

LA? Rates of injury, occupational diseases, lost days, and p.39
absenteeism, and number of work related fatalities by region.

LA10 Average hours of training per year per employee p.38

by employee category.

LA3,5,6,8,9,11-14 Not reported
HR1-HR? Notreported
S01-S08 Notreported
PR1-PR9 Not reported



INDEPENDENT ASSURANCE REPORT

To the readers of the Cargolux Annual Report 2008.

We report on the information provided in the Environment chapter and Social chapter of the 2008 Annual Report (further referred to as
“Environment and Social chapters”) of Cargolux Airlines International S.A. (“the Company” or “Cargolux”] for the year ended December
31,2008 as setouton pages 27 to 46. The preparation and presentation of Environmentand Social chapters including the identification
of material environmental and social issues, in accordance with the sustainability performance reporting criteria applied by the Com-
pany is the responsibility of the Company’s management. Environment and Social chapters include both quantitative and qualitative
information. Our responsibility is to independently express a conclusion about the information provided in Environment and Social
chapters and to report that conclusion to you.

WHAT WAS INCLUDED IN THE SCOPE OF OUR LIMITED ASSURANCE ENGAGEMENT?

Our engagement was designed to provide limited assurance on whether the information in Environment and Social chapters does not
appear to be unfairly stated based on sustainability performance reporting criteria applied by the Company.

Procedures performed to obtain a limited level of assurance are aimed at determining the plausibility of information provided in En-
vironment and Social chapters. To obtain a thorough understanding of the financial results and financial position of the Company, the
reader should consult the audited financial statements of the Company for the year ended December 31, 2008.

Supplementary information included in the 2008 Annual Report of the Company has been reviewed in the context of our mandate but
has not been subject to specific procedures carried out in accordance with the assurance standard described below. Consequently,
we express no opinion on such information. However, we have no observation to make concerning such information in the context of
Environmentand Social chapters taken as a whole.

WHICH REPORTING CRITERIA DID CARGOLUX USE?

Cargolux applies its own sustainability performance reporting criteria, derived from the G3 Sustainability Reporting Guidelines of the
Global Reporting Initiative as detailed on pages 44 to 46. We believe that these criteria are suitable in view of the purpose of our limited
assurance engagementas they are criteria established by the Global Reporting Initiative.

WHICH ASSURANCE STANDARD DID WE USE?

We carried out our engagementin accordance with the International Standard on Assurance Engagements other than audits or reviews
of historical financial information (ISAE 3000) as adopted by the Institut des Réviseurs d’Entreprises. This Standard requires, amongst
others, that the assurance team possesses the specific knowledge, skills and professional competencies needed to understand and
review the information in Environment and Social chapters, and that they comply with the requirements of the IFAC Code of Ethics for
Professional Accountants to ensure theirindependence.




WHAT DID WE DO TO REACH OUR CONCLUSIONS?

To determine whether the information in Environment and Social chapters does not appear to be unfairly stated we:

A performed a media analysis and internet search to obtain information on relevant sustainability issues for the Company during the
yearended December 31, 2008;

A reviewed the corporate level systems and processes for information management, internal control and processing of the qualita-
tive and quantitative information in Environment and Social chapters;

A interviewed relevantstaffat corporate levelin Luxembourg responsible for the reported information as for example: environmental
policy, fuel consumption, C0, emissions, human resources and training, health and safety, flight operations;

A collected and reviewed internal and external documentation to determine whether the qualitative and quantitative information in
Environment and Social chapters is supported by sufficient evidence.

We did notperform all the work thatwould ordinarily be performedin areasonable assurance engagementand therefore less assurance
was obtained than in a reasonable assurance engagement.

WHAT ARE OUR CONCLUSIONS?

Based on the above work we conclude that the information in the Environment and Social chapters as set out on pages 27 to 46 of the
Cargolux Annual Report 2008 of Cargolux Airlines International S.A. for the year ended December 31, 2008 does not appear to be un-
fairly stated based on sustainability performance reporting criteria applied by the Company.

WHAT ELSE DID WE OBSERVE?

Without affecting the conclusions presented above, we would like to draw readers’ attention to the following:

This is the first environmental and social report of Cargolux. We recommend them to further develop their environmental and social
management and reporting by, among others:

A incorporating existing social and environmental initiatives and policies into a formal strategy to ensure continuous improvement
in performance and a basis for future reporting;

A considering the review of the current Code of Business Conduct and Ethics approved early 2007, with a view to incorporating addi-
tional requirements introduced by Cargolux signing-up to UN Global Compact atthe end of 2007;

A further expanding its environmental indicators to include other material emissions to airsuch as SO, NO,.

Luxembourg, April 3,2009

KPMG ADVISORY S ar.l. KPMG AUDITS ar.l.

ERIC COLLARD THIERRY RAVASIO
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CONSOLIDATED FINANCIAL STATEMENTS

REPORT OF THE REVISEUR D’ENTREPRISES

To the Shareholders of Cargolux Airlines International S.A.
Luxembourg Airport L-2990 Luxembourg

REPORT ON THE CONSOLIDATED FINANCIAL STATEMENTS

We have audited the accompanying consolidated financial statements of Cargolux Aitlines International S.A., which comprise the
consolidated balance sheet as at December 31,2008 and the consolidated income statement, consolidated statement of changes
in equity and consolidated cash flow statement for the year then ended, and a summary of significant accounting policies and other
explanatory notes as set out on pages 53 to 83.

BOARD OF DIRECTORS’ RESPONSIBILITY FOR THE CONSOLIDATED FINANCIAL STATEMENTS

The Board of Directors is responsible for the preparation and fair presentation of these consolidated financial statements in ac-
cordance with International Financial Reporting Standards as adopted by the European Union. This responsibility includes: desi-
gning, implementing and maintaining internal control relevant to the preparation and fair presentation of consolidated financial
statements that are free from material misstatement, whether due ta fraud or error; selecting and applying appropriate accounting
policies; and making accounting estimates thatare reasonable in the circumstances.

RESPONSIBILITY OF THE REVISEUR D’ENTREPRISES

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We conducted our audit
in accordance with International Standards on Auditing as adopted by the Institut des Réviseurs d’Entreprises. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the conso-
lidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the judgement of the Réviseur d’Entreprises, including the assessment of the risks of
material misstatement of the consolidated financial statements, whether due to fraud or error. In making those risk assessments, the
Réviseur d’Entreprises considers internal control relevant to the entity’s preparation and fair presentation of the consolidated finan-
cial statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by the Board of Directors, as well as evaluating the overall pre-
sentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficientand appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements as set out on pages 53 to 83 give a true and fair view of the consolidated finan-
cial position of Cargolux Airlines International S.A. as of December 31, 2008, and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with International Financial Reporting Standards as adopted by the
European Union.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

The directors’ report, which is the responsibility of the Board of Directors, is consistent with the consolidated financial statements.

Luxembourg, April 1,2009
KPMG AuditS.ar.l.
Réviseurs d’Entreprises

/&//”- KPMG Audit S.a ..

9, allée Scheffer
THIERRY RAVASIO L-2520 Luxembourg



IFRS FINANCIAL STATEMENTS

CONSOLIDATED INCOME STATEMENT

FORTHE YEAR ENDED DECEMBER 31, 2008

b

NOTES 2008 US$ 2007 US$
6 REVENUES 1,983,212,241 1,679,699,828
? OTHER OPERATING INCOME 1,462,762 3,221,301
8 AIRCRAFT LEASE EXPENSES (78,704,596) (136,513,105)
9 AIRCRAFT MAINTENANCE EXPENSES (101,832,284) (94,443,909
10 OTHER AIRCRAFT EXPENSES (3,139,017) (3,460,481)
15 DEPRECIATION EXPENSES (56,185,327) (43,507,646)
FUEL (934,073,954) (627,332,407)
11 PERSONNEL COSTS AND BENEFITS (213,980,008) (196,474,618)
HANDLING, LANDING AND OVERFLYING (270,923,840) (250,977,781)
TRUCKING, REFORWARDING AND TRUCK HANDLING (116,753,927) (109,137,726)
12 OTHER OPERATING EXPENSES (195,256,241) (254,108,438)
OPERATING PROFIT / (LOSS) BEFORE FINANCING COSTS 13,825,809 (33,034,982)
FINANCIAL INCOME 9,340,744 11,594,163
FINANCIAL EXPENSES (49,895,883) (29,724,295)
13 NET FINANCE COSTS (40,555,139) (18,130,132)
SHARE OF PROFIT OF ASSOCIATES 3,784,047 1,628,172
LOSS BEFORE TAX (22,945,283) (49,536,942)
14 CURRENT TAX (3,090,294) (8,519,199)
14 DEFERRED TAX (35,007,834) 10,956,979
LOSS FOR THE YEAR (61,043,411) (47,099,162)




IFRS FINANCIAL STATEMENTS

CONSOLIDATED BALANCE SHEET

AS AT DECEMBER 31,2008

NOTES 2008 US$ 2007 US$ *
ASSETS
15 AIRCRAFTAND EQUIPMENT 923,222,712 757,995,930
15 OTHER PROPERTY, PLANTAND EQUIPMENT 180,809,944 99,694,827
DERIVATIVE ASSETS 23,943,816 11,353,120
16 INVESTMENTS IN ASSOCIATES 35,482,855 33,598,269
DEPOSITS WITH THIRD PARTIES 53,979,408 27,108,614
17 DEFERRED TAXASSETS 135,618,567 129,564,926
TOTAL NON-CURRENTASSETS 1,353,057,302 1,059,315,686
EXPENDABLE PARTS AND SUPPLIES 21,931,644 20,454,352
18 TRADE RECEIVABLES AND OTHER RECEIVABLES 350,277,232 365,763,510
19 OTHER INVESTMENTS 88,199,884 72,619,573
20 CASH AND CASH EQUIVALENTS 103,792,431 94,594,174
TOTAL CURRENTASSETS 564,201,191 553,431,609
TOTAL ASSETS 1,917,258,493 1,612,747,295
EQUITY
21 ISSUED CAPITAL 360,018,000 360,018,000
SHARE PREMIUM 5,845,691 5,845,691
RESERVES 124,610,278 206,546,301
RETAINED EARNINGS 24,808,674 90,707,836
LOSS FORTHE YEAR (61,043,411) (47,099,162)
TOTALEQUITY 454,239,232 616,018,666
LIABILITIES
22 INTEREST-BEARING LOANS AND BORROWINGS 54,054,263 107,092,499
22 FINANCE LEASE LIABILITIES 501,098,781 355,919,118
23 EMPLOYEE BENEFITS 11,679,630 12,881,111
DERIVATIVE LIABILITIES 148,505,501 22,587,273
24 PROVISIONS 238,369,490 177,021,182
TOTAL NON-CURRENT LIABILITIES 953,707,665 675,501,183
22 INTEREST-BEARING LOANS AND BORROWINGS 172,279,164 26,773,132
22 FINANCE LEASE LIABILITIES 71,554,669 45,675,176
20 BANK OVERDRAFTS 1,720,688 295,518
25 TRADE PAYABLES AND OTHER PAYABLES 234,700,085 227,503,580
24 PROVISIONS 22,908,824 10,228,958
TAXES PAYABLE 6,148,166 10,751,082
TOTAL CURRENT LIABILITIES 509,311,596 321,227,446
TOTAL LIABILITIES 1,463,019,261 996,728,629

TOTAL EQUITY AND LIABILITIES

*asreclassified — see Note 2

1,917,258,493

1,612,747,295



IFRS FINANCIAL STATEMENTS

CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2008

b

NOTES 2008 US$ 2007 US$
CASH FLOW FROM OPERATING ACTIVITIES
LOSS FORTHE YEAR (61,043,411) (47,099,162)
ADJUSTMENTS FOR
15 DEPRECIATION 56,185,327 43,507,646
UNREALIZED FOREIGN EXCHANGE LOSSES/(GAINS) 3,244,244 (1,237,079)
13 NET FINANCE COSTS 40,555,139 18,130,132
SHARE OF PROFIT OF ASSOCIATES (3,784,047) (1,628,172)
? GAIN ON SALE OF PROPERTY, PLANT AND EQUIPMENT (72,815) (1,957,611)
5 FUEL HEDGING 17,515,378 (14,266,525)
24 CHANGE IN PROVISIONS 84,955,877 178,765,493
14 TAX EXPENSE/(INCOME) 38,098,129 (2,437,780)
24 USE OF PROVISION (13,795,341) (16,239,201)
OPERATING CASH FLOW BEFORE CHANGES IN WORKING CAPITAL 161,858,480 155,537,741
CHANGE IN WORKING CAPITAL (31,673,494) (85,531,458)
CASH GENERATED FROM THE OPERATIONS 130,184,986 70,006,283
INCOME TAX PAID (12,083,317) (6,691,422)
INTEREST PAID (30,090,829) (21,797,830)
NET CASH FROM OPERATING ACTIVITIES 88,010,840 41,517,031
CASH FLOW FROM INVESTING ACTIVITIES
15 ACQUISITION OF PROPERTY, PLANT AND EQUIPMENT (143,371,121) (64,094,496)
ACQUISITION OF ASSOCIATES (143,038) (15,243,462)
ACQUISITION OF OTHER INVESTMENTS (45,679,735) (33,751,842)
DIVIDENDS FROM ASSOCIATES 799,068
INTEREST RECEIVED 8,481,012 8,605,271
REIMBURSEMENT OF ADVANCE PAYMENTS 41,329,100 35,303,850
PROCEEDS FROM SALE OF PROPERTY, PLANT AND EQUIPMENT 29,056 130,972,958
PROCEEDS FROM SALE OF OTHER INVESTMENTS 27,710,206 12,720,077
DEPOSITS WITH THIRD PARTIES (17,572,221) (10,485,269)
NET CASH (USED IN) / FROM INVESTING ACTIVITIES (128,417,673) 64,027,087
CASH FLOW FROM FINANCING ACTIVITIES
REPAYMENT OF BORROWINGS (13,630,167) (59,161,600
REPAYMENT OF FINANCE LEASE LIABILITIES (44,915,196) (27,352,279)
PROCEEDS FROM BORROWINGS 106,725,283 -
NET CASH FROM / (USED IN) FINANCING ACTIVITIES 48,179,920 (86,513,879)
NET INCREASE IN CASH AND CASH EQUIVALENTS 7,773,087 19,030,239
CASH AND CASH EQUIVALENTS AT JANUARY 1 94,298,656 75,268,417
20 CASH AND CASH EQUIVALENTS AT DECEMBER 31 102,071,743 94,298,656




IFRS FINANCIAL STATEMENTS

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2008

INUSS$

ISSUED
CAPITAL

SHARE
PREMIUM

NON DISTRI-
BUTABLE
RESERVE

FREE
RESERVE

CURRENCY
TRANSLATION
RESERVE

HEDGING
RESERVE

TOTAL
RESERVES

RETAINED
EARNINGS

TOTAL
EQUITY

BALANCEAS OF
DECEMBER 31, 2006

360,018,000

5,845,691

78,871,800

57,000,000 (296,766)

(2,104,756) 133,470,278

167,207,836 666,541,805

ALLOCATIONTO
RESTRICTED RESERVE

ALLOCATIONTO
FREE RESERVE

CURRENCY TRANSLATION
ADJUSTMENT

EFFECTIVE PORTION

OF CHANGES IN FAIR VALUE
OF CASH FLOW HEDGES,
NET OF TAX

LOSS FOR 2007

16,500,000

60,000,000

3,421,014

16,500,000

60,000,000

3,421,014

(6,844,991)  (6,844,991)

(16,500,000) -

(60,000,000) 3

- 3,421,014

- (6,844,991)

(47,099,162) (47,099,162)

TOTAL RECOGNIZED
INCOME AND EXPENSE

3,421,014

(6,844,991)  (3,423,977)

(47,099,162) (50,523,139)

BALANCEAS OF
DECEMBER 31, 2007

360,018,000

5,845,691

95,371,800

117,000,000 3,124,248

(8,949,747) 206,546,301

43,608,674 616,018,666

ALLOCATIONTO
RESTRICTED RESERVE

ALLOCATIONTO
FREE RESERVE

CURRENCY TRANSLATION
ADJUSTMENT

EFFECTIVE PORTION

OF CHANGES IN FAIR VALUE
OF CASH FLOW HEDGES,
NET OF TAX

LOSSFOR 2008

18,800,000

(1,391,333)

18,800,000

(1,391,333)

(99,344,690)  (99,344,630)

(18,800,000) 3

- (1,391,333)

- [99,344,690)

(61,043,411) (61,043,411)

TOTAL RECOGNIZED
INCOME AND EXPENSE

(1,391,333)

(99,344,690) (100,736,023)

(61,043,411) (161,779,434)

BALANCEAS OF
DECEMBER 31, 2008

360,018,000

5,845,691

114,171,800

117,000,000 1,732,915

(108,294,437)

124,610,278

(36,234,737) 454,239,232



IFRS FINANCIAL STATEMENTS

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AS OF DECEMBER 31, 2008

b

............................

The parent company, Cargolux Airlines International S.A. (the
«Company>» or “Cargolux”), was incorporated on March 4,
1970 and is registered as a «société anonyme> under the
laws of the Grand Duchy of Luxembourg. The Company is an all
cargo airline. It also provides self and third party maintenance
services at its Luxembourg headquarters. As at the balance
sheet date, operations outside of Luxembourg that relate
to the Company’s core business are conducted solely under
branch offices. As at the balance sheet date the Company
maintained branches in 35 countries.

The consolidated financial statements of the Company for the
year ended December 31, 2008, comprise the Company and
its subsidiary, Cargolux RE S.A. (together referred to as the
“Group”) and the Group'’s interest in associates.

..................................

(a) STATEMENT OF COMPLIANCE

The Group prepares its financial statements under International
Financial Reporting Standards (“IFRS”) as adopted by the EU.

The Board of Directors approved the financial statements for
the year ended December 31, 2008 on March 23, 2009 and
authorized the publication of said financial statements on
April 22, 2009, following confirmation by the shareholders
thereof on that date.

(b) BASIS OF MEASUREMENT

The financial statements are presented in United States Dollars
(«US dollars» or «US$»), which is the Group’s functional cur-
rency. Assets and liabilities are stated at their historical cost
as at the date of acquisition or incurrence except that the fol-
lowing are stated at their fair value at the balance sheet date:
derivative financial instruments and financial instruments. The
methods used to determine fair value are discussed in Note 4.

(c) USE OF ESTIMATES AND JUDGMENTS

The preparation of financial statements in conformity with
IFRS requires management to make judgments, estimates
and assumptions that affect the application of accounting po-
licies and reported amounts of assets and liabilities, income
and expenses.

The estimates and related assumptions are based on historical
experience and various other factors: these estimates and related
assumptions are believed to be reasonable under the circumstan-
ces and on their basis judgments about carrying values of assets
and liabilities that can not readily be derived from other sources
are made. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on
an ongoing basis. Revisions to accounting estimates are re-
cognized in the period in which the estimate is revised and in
any future periods affected.

Judgments made by management in the application of IFRS
that have significant effect on the financial statements are
discussedin Note 31.

(d) RECLASSIFICATION

Consistently with the presentation of the non-current portion
of derivative assets and liabilities in 2008, the 2007 compa-
ratives have been reclassified.

3. SIGNIFICANT ACCOUNTING POLICIES

....................................................

Except for the early adoption of IAS 23 ‘Borrowing costs’ (Re-
vised) that has been applied on qualifying assets for which the
commencement date is after January 1, 2008, the accounting
policies set out below have been applied consistently to all
periods presented in these financial statements.

(a) BASIS OF CONSOLIDATION

(i) SUBSIDIARIES

Companies in which the Group exercises exclusive control
are fully consolidated. Control exists when the Group has
the power directly or indirectly to govern the financial and
operating policies of an entity so as to obtain benefits from
the entity’s activities. In assessing control, potential voting
rights that presently are exercisable (e.g. under option agree-
ments) are taken into account. The financial statements of
subsidiaries are included in the consolidated financial state-
ments from the date that control commences until the date
thatcontrol ceases.

(i) ASSOCIATES
Associates are those entities in which the Group has signi-
ficant influence, but not control, over the financial and
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operating policies. The consolidated financial statements
include the Group’s share of the total recognized gains and
losses of associates on an equity accounted basis, from
the date that significant influence commences until the
date that significant influence ceases. Typically associa-
tes where the Company controls 20% or more of the equity
but does not exercise control are equity accounted. When
the Group’s share of losses exceeds its interest in an equity
accounted investee, the carrying amount of that interest
(including any long-term investments) is reduced to nil and
the recognition of further losses is discontinued except to
the extent that the Group has an obligation to make pay-
ments or has made payments on behalf of thatinvestee.

(iii) TRANSACTIONS ELIMINATED ON CONSOLIDATION
Intragroup balances and any unrealized gains and losses or
income and expenses arising from intragroup transactions
with fully consolidated entities are eliminated in preparing
the consolidated financial statements.

Unrealized gains and losses arising from transactions with
associates are eliminated to the extent of the Group’s interest
in the associate.

(iv) SPECIAL PURPOSE ENTITIES

The Group has established a number of special purpose en-
tities (SPEs) for aircraft financing purposes. Generally the
Group does not have any direct or indirect shareholding in
these entities. An SPE is consolidated if, based on an evalua-
tion of the substance of its relationship with the Group and
the SPEs’ risks and rewards with respect of the asset in its
balance sheet, the Group concludes that it controls the SPEs.
SPEs controlled by the Group are always established under
terms that impose strict limitations on the decision-making
powers of the SPEs’ management and that result in the Group
receiving all of the benefits related to the SPEs’ operations
and net assets.

(b) FOREIGN CURRENCY

(i) FOREIGN CURRENCY TRANSACTIONS

Transactions in foreign currencies are translated into the
functional currency of the Group at the foreign exchange rate
prevailing at the date of the transaction. Monetary assets and
liabilities denominated in foreign currencies are translated into
functional currency at the foreign exchange rates applicable
at the balance sheet date. The foreign currency gain or loss on
monetary items is the difference between the value of the item

expressed in the functional currency at the beginning of the pe-
riod and the value of the item expressed in functional currency
at the end of the period, using for translation purposes the
exchange rate prevailing at the end of the year. The year-end
value reflects, if and as applicable, amortization, payments
and interest accruals effected during the period. Non-mone-
tary assets and liabilities that are stated at historical cost less
amortization are translated into functional currency using the
exchange rate at the date of the transaction. Non-monetary as-
sets and liabilities denominated in foreign currencies that are
stated at fair value are translated into functional currency at
foreign exchange rates applicable at the date the fair value is
determined. Foreign exchange differences arising on transla-
tion are recognized in the income statement.

(ii) FINANCIAL STATEMENTS OF FOREIGN OPERATIONS

The assets and liabilities of entities controlled by the Group
that have a functional currency other than the US dollar (‘fo-
reign operations”) are translated into US dollar at foreign ex-
change rates applicable at the balance sheet date. The rule
also applies to goodwill and fair value adjustments arising on
consolidation of foreign operations. The revenues and expen-
ses of foreign operations are translated into US dollar at rates
applicable at the dates of the transactions. Foreign exchange
differences arising on retranslation are recognized directly in
a separate component of equity.

(c) DERIVATIVE FINANCIAL INSTRUMENTS

The Group uses derivative financial instruments to hedge its
exposure to the fluctuation in exchange rates, interest rates
and fuel prices arising from operational and financing acti-
vities. In accordance with its hedging policy, the Group does
not hold or issue derivative financial instruments for trading
purposes. However, derivatives that do not qualify for hedge
accounting are treated as trading instruments.

The gain or loss in the fair value of the derivative financial ins-
trument is recognized immediately in the income statement
unless the derivative qualifies for hedge accounting, in which
case the effective part of the derivative financial instrument
is recognized directly in equity. Any gain or loss with respect
to the ineffective part of hedge accounted instruments (as
are gains or losses on trading instruments) is recognized in
the income statement.

Hedge accounting is discontinued when the hedging instru-
ment expires or is sold, terminated, or exercised, or no longer
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qualifies for hedge accounting. At that time, any cumulative
gain or loss on the hedging instrument recognized in equity
is retained in equity until the forecasted transaction occurs.
If a hedged transaction is no longer expected to occur, the net
cumulative gain or loss recognized in equity is transferred to
net profit or loss for the period.

(d) PROPERTY, PLANT AND EQUIPMENT

(i) AIRCRAFT AND EQUIPMENT

B?47-400F aircraft (including installed engines) and rotable
spare parts (including spare engines) are stated at cost, ad-
justed forany impairment, less accumulated depreciation.

Borrowing costs related to the acquisition of an aircraft are
capitalized as part of the cost of this aircraft.

The initial cost of the aircraft includes the first “D-check” as
a separate component. The costs of subsequent “D-checks”
are capitalized when the first “D-check” (or second or third
“D-check”, as the case may be) occurs and the capitalized
“D-check” is depreciated over the period to the next schedu-
led “D-check”. The period of depreciation of “D-checks” is set
forthin (v) below.

(ii) OTHER PROPERTY, PLANT AND EQUIPMENT
Other items of property, plant and equipment are also stated
at cost less accumulated depreciation (see Note (v]) and im-
pairment, if applicable (on which see Note 3 (j}).

Where parts of an item of property, plant and equipment have
different useful lives, they are accounted for as separate
items of property, plant and equipment (see Note (v)).

(iii) LEASED ASSETS

1) FINANCE LEASES:

Leases under the terms of which the Group assumes substan-
tially all the risks and rewards of ownership are classified as
finance leases. The assets acquired by way of finance leases
are recognized as non-current assets and are stated at an
amount equal to the lower of their fair value and the present
value of the minimum future lease payments at inception of
the lease, less accumulated depreciation (see Note (v)) and
impairment, if any (on which see Note 3 (j]). The related liabi-
lity is included under Finance lease liabilities.

2) OPERATING LEASES:
Leases under the terms of which the Group does not assume
the risks and rewards of ownership are classified as operating

leases and are not carried on the Group’s balance sheet. The
net present value of future lease payments under operating
leases is disclosed in the notes to these financial statements
(see Note 26 below).

In the context of sale and operating leaseback transactions,
the related gains are accounted for as follows:

A they are immediately recognized as income when the
transaction is realized at fair market value,

A they are deferred and amortized over the lease term when
the transaction is realized under or over the fair value.

In the context of sale and finance leaseback transactions,
any gain on the sale is deferred and recognized as finance
income over the lease term. No loss is recognized unless the
assetis impaired.

(iv) SUBSEQUENT COSTS

The Group outsources the major aircraft overhaul «C>» and «D-
checks», as well as the maintenance and repairs of engines to
outside contractors. The cost related to line maintenance and
«A-checks» performed in Luxembourg are expensed when in-
curred under various line items in the income statement.

(v) DEPRECIATION
Depreciation is charged to the income statement on a straight-
line basis over the estimated useful lives of each component
or part of aircraft and other property, plant and equipment.
The estimated useful lives and residual values of relevant as-
sets are as follows:

USEFUL LIFE RESIDUAL VALUE

AIRCRAFT COMPONENTS:
AIRFRAME 20 YEARS 15% OF INITIAL COST
ENGINES 12 YEARS 10% OF INITIAL COST
157“D-CHECK” 8 YEARS NIL
SUBSEQUENT “D-CHECKS” 6 YEARS NIL
ROTABLE SPARE PARTS 10 YEARS NIL
EQUIPMENT: 5YEARS NIL

Depreciation methods, useful lives and residual values are
reassessed periodically as circumstances warrant. Deprecia-
tion is discontinued when the carrying amount of the asset is
below its residual value (see Note 15 below).
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(e) INVESTMENTS IN SUBSIDIARIES
AND ASSOCIATES

Subsidiaries and associates are accounted for in accordance
with the basis for consolidation (see Note 3 (a)).

(f) INVESTMENTS

Treasury instruments held for investment are carried at fair
value with variations in value flowing through the income
statement. These assets are classified as current assets in
Other investments. Related transaction costs are expensed
when incurred.

Financial instruments are recognized / derecognized by the
Group on the date it commits to purchase / sell the invest-
ments.

(g) TRADE AND OTHER RECEIVABLES

Trade and other receivables are stated at their cost less im-
pairment (on which see Note 3 (j)).

(h) EXPENDABLE PARTS AND SUPPLIES

Expendable parts and supplies are stated at the lower of cost
and net realizable value. Inventories are carried on a first-in-
first-out basis. Net realizable value is the estimated market
price in the ordinary course of business, less estimated sales
costs. Expendable parts and supplies are charged to Aircraft
maintenance expenses when used.

(i) CASH AND CASH EQUIVALENTS

Cash and cash equivalents comprise cash balances, call and short
term deposits and shares in money market funds. Bank over-
drafts that are repayable on demand and form an integral part
of the Group’s cash management are included as a component of
Cash and cash equivalents in the Statement of cash flows.

(j) IMPAIRMENT

(i) NON-FINANCIAL ASSETS

The carrying amounts of the Group’s non-financial assets, other
than expendable parts and supplies (on which see Note 3 (h)
above) and deferred tax assets (on which see Note 3 (q)), are
reviewed at each balance sheet date to determine whether the-
re is any indication of impairment. If any such indication exists,
the asset’s recoverable amount is estimated and the carrying
value adjusted accordingly.

Impairment is recognized whenever the carrying amount of an
asset exceeds its recoverable amount. Impairment losses are
recognized in the income statement.

Calculation of recoverable amount:

The recoverable amount of assets is the greater of their fair
value (less costs to sell) and value in use. In assessing value
in use, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects cur-
rent market assessments of the time value of money and the
risks specific to the asset.

In respect of other assets, impairment is reversed if there has
been a change in the estimates used to determine the recove-
rable amount. Impairment is reversed only to the extent that
the asset’s carrying amount does not exceed the carrying
amount that would have been determined, net of depreciation
oramortization, if no impairment had been recognized.

(ii) FINANCIAL ASSETS

A financial asset is assessed at each reporting date to deter-
mine whether there is any objective evidence that the asset is
impaired. A financial asset is considered to be impaired if objec-
tive evidence indicates that one or more events have had a ne-
gative effecton the estimated future cash flows of thatasset.

An impairment loss in respect of a financial asset measured
at amortized cost is calculated as the difference between its
carrying amount and the present value of the estimated future
cash flows. An impairment loss in respect of an available-for-
sale financial asset s calculated by reference to its fair value.

Significant financial assets are tested for impairment on an
individual basis. The remaining financial assets are assessed
collectively in groups that share similar credit risk characte-
ristics.

All impairment losses are recognized in profit or loss. Any cu-
mulative loss in respect of an available-for-sale financial as-
set recognized previously in equity is transferred to profit or
loss, when impaired.

An impairment loss is reversed if the reversal can be related
objectively to an event occurring after the impairment loss
was recognized. For financial assets measured at amortized
cost and available-for-sale financial assets that are debt se-
curities, the reversal is recognized in profit or loss. For availa-
ble-for-sale financial assets that are equity securities, the
reversal is recognized directly in equity.
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(k) INTEREST-BEARING LIABILITIES

Interest-bearing liabilities are recognized initially at principal
amount less related transaction costs. Subsequent to initial
recognition, interest-bearing liabilities are stated at amorti-
zed amount using the effective interest rate method.

(1) EMPLOYEE BENEFITS

RETIREMENT BENEFIT COSTS
The Group maintains defined contribution and defined benefit
pension schemes forits Luxembourg based employees.

Premiums paid to the insurance company in relation to defi-
ned contribution retirement benefit plan are charged as an
expense as they fall due.

The defined benefit scheme in Luxembourg is accounted for
as such under IAS 19, using the Projected Unit Credit Method,
with actuarial valuations being carried out at each balance
sheetdate (see Note 23 below).

In respect of actuarial gains and losses in calculating the
Group’s obligation in respect of a plan, to the extent that any
cumulative unrecognized actuarial gain or loss exceeds 10 per
cent of the greater of the present value of the defined benefit
obligation and the fair value of plan assets, that portion is re-
cognized in the income statement over the expected average
remaining working lives of the employees participating in the
plan. Otherwise, the actuarial gain or loss is not recognized.

(m) PROVISIONS

A provision is recognized in the balance sheet when the Group
has a present legal or contractual obligation as a result of a past
event that can be estimated reliably, and if it is probable that an
outflow of economic benefits will be required to settle a measura-
ble obligation. If the effect is material, provisions are determined
by discounting the expected future cash flows at a pre-tax rate
that reflects current market assessments of the time value of
money and, where appropriate, the risks specific to the liability.

Heavy maintenance costs (“D-checks”) relating to aircraft
under operating leases are accrued for on the basis of the
heavy maintenance supplier agreement.

The Group accrues for delivery costs related to aircraft under
operating leases as soon as the asset does not meet the re-
turn condition criteria.

(n) TRADE AND OTHER PAYABLES
Trade and other payables are stated at cost.
(o) REVENUE - SERVICES RENDERED

Cargo sales, net of discounts, are recognized as revenue
when the transportation service is provided. Other revenue,
primarily third party aircraft maintenance, is also recognized
when the service is rendered.

(p) EXPENSES

(i) OPERATING LEASE PAYMENTS

Rentals paid under operating leases are recognized in the in-
come statement over the term of the lease. Lease incentives
received are recognized in the income statement as an inte-
gral part of the total lease expense over the term of the lease.

(ii) FINANCE LEASE PAYMENTS

Minimum lease payments are apportioned between the finan-
ce charge and the reduction of the outstanding liability. The fi-
nance charge 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 liability. The interest expense com-
ponent of finance lease payments is recognized in the income
statement using the effective interestrate method.

(iii) NET FINANCE EXPENSE

Net finance costs comprise the net result of (i) interest payable
on borrowings, and (i) interest receivable on funds invested
(Cash and cash equivalents and Other investments), dividend
income and gains and losses (realized and unrealized) on Other
investments and on interest rate hedging instruments that do
not qualify for hedge accounting (see Note 3 (c]).

Interest income is recognized in the income statement as it
accrues, using the effective interest method where appro-
priate. Dividend income is recognized in the income state-
ment on the date the Group’s right to receive the payments
is established.

(q) INCOME TAX

Income tax on the profit or loss for the year comprises current
and deferred tax. Income tax is recognized in the income sta-
tement except to the extent that it relates to items recognized
directly in equity, in which case itis recognized in equity.
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Current tax is the expected tax payable on the taxable income
for the year, using tax rates applicable at the balance sheet
date, and any adjustment to tax payable in respect of pre-
vious years.

Deferred tax is computed using the balance sheet method,
providing for temporary differences between the carrying
amounts of assets and liabilities for financial reporting purpo-
ses and the amounts used for taxation purposes. Deferred tax
is not recognized for temporary differences related to invest-
ments in subsidiaries to the extent that they will probably not
be reversed in the foreseeable future. The amount of deferred
tax provided is based on the expected manner of realization
or settlement of the carrying amount of assets and liabilities,
using tax rates enacted at the balance sheet date.

A deferred tax asset is recognized only to the extent thatitis
probable that future taxable profits will be available against
which the deferred tax asset can be utilized. Deferred tax as-
sets are reviewed at each balance sheet date and are reduced
to the extent that it is no longer probable that the related tax
benefitwill be realized.

(r) NEW STANDARDS AND INTERPRETATIONS
NOTYETADOPTED

A number of new standards, amendments to standards and
interpretations published by the IASB as at December 31,
2008 are not yet effective for the year ended December 31,
2008, and have not been applied in preparing these financial
statements:

A Revised IAS 1 Presentation of Financial Statements
(2007) introduces the term total comprehensive income,
which represents changes in equity during a period other
than changes resulting from transactions with owners in
their capacity as owners. Total comprehensive income
may be presented in either a single statement of com-
prehensive income (effectively combining the income
statement and all non-owner changes in equity in a sin-
gle statement] or in the income statement and in a sepa-
rate statement of comprehensive income. Revised IAS 1,
which becomes mandatory for the Group’s 2009 financial
statements, is expected to have an impact on the pre-
sentation of the financial statements.

A Revised IFRS 3 Business Combinations (2008) incorpora-
tes the following changes:

® The definition of a business has been broadened, which
is likely to resultin more acquisitions being treated as bu-
siness combinations.

e Contingent consideration will be measured at fair value, with
subsequent changes therein recognised in profit or loss.

e Transaction costs, other than share and debt issue
costs, will be expensed as incurred.

* Any pre-existing interest in the acquiree will be measu-
red at fair value with the gain or loss recognised in profit
orloss.

e Any non-controlling (minority) interest will be measu-
red at either fair value, or at its proportionate interest in
the identifiable assets and liabilities of the acquiree, on a
transaction-by-transaction basis.

Revised IFRS 3, which becomes mandatory for the Group’s
2010 consolidated financial statements, will be applied pros-
pectively and therefore there will be no impact on prior pe-
riods in the Group’s 2010 consolidated financial statements.

A Amended 1AS 27 Consolidated and Separate Financial
Statements (2008) requires accounting for changes in
ownership interests by the Group in a subsidiary, while
maintaining control, to be recognised as an equity tran-
saction. When the Group loses control of a subsidiary, any
interest retained in the former subsidiary will be measu-
red at fair value with the gain or loss recognised in profit
or loss. The amendments to IAS 27, which become man-
datory for the Group’s 2010 consolidated financial state-
ments, are not expected to have a significant impact on
the consolidated financial statements.

The following new standards, amendments to standards and
interpretations are currently under analysis by the Group, but
are expected to have no or limited impact:

A IFRS8 Operating Segments
IFRIC 13 Customer Loyalty Programmes
IFRIC 15 Agreement for the Construction of Real Estate

IFRIC 16 Hedges of a Net Investmentin a Foreign Operation

v VvV YV v

Amendment to IFRS 2 Share-based Payment — Vesting
Conditions and Cancellations
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A Amendments to IAS 32 Financial Instruments: Presenta-
tion and IAS 1 Presentation of Financial Statements — Pu-
ttable Financial Instruments and Obligations Arising on
Liquidation

A Amendment to IAS 39 Financial Instruments: Recognition
and Measurement — Eligible Hedged Items.

4. DETERMINATION OF FAIR VALUES

A number of the Group’s accounting policies and disclosures
require the determination of fair value, for both financial and
non-financial assets and liabilities. Fair values have been de-
termined for measurementand / or disclosure purposes based
on the following methods. Where applicable, further informa-
tion about the assumptions made in determining fair values is
disclosed in the notes specific to thatasset or liability.

(i) INVESTMENTS IN EQUITY SECURITIES
The fair value of financial assets is determined by reference
to their quoted bid price at the reporting date.

(ii) DERIVATIVES

Fair values of hedging instruments, representing unrealized
gains and losses, are determined on the balance sheet date
based on third party pricings and valuations, including valua-
tions provided by the Group’s counterparties to the hedging
transactions. Where feasible any counterparty valuation is ve-
rified by the Group and independent sources. The values assu-
me a normal functioning of financial markets. Market volatility
will necessarily have an impact on said pricings and valuations
as well as the Group’s eventual liability with respect of the hed-
ging instruments booked at the balance sheet date.

(iii) OTHER FINANCIAL ASSETS/LIABILITIES

The fair value of non-current, fixed interest bearing receiva-
bles and payables is determined by discounting future cash
flows using current market interest rates. Other financial as-
sets and liabilities are carried at the fair value subject to any
adjustment forimpairment (on which see Note 3 (j) above].

5. FINANCIAL RISKS AND RISK MANAGEMENT

RISK MANAGEMENT FRAMEWORK
The Group has exposure to the following financial risks with res-
pectofits financial assets and use of financial instruments:

A creditrisk
A liquidity risk
A market risk

CREDITRISK

Creditrisk is the risk of financial loss to the Group if a counter-
party to a financial instrument or issuer of a security fails to
meet its contractual obligations because of insolvency, ban-
kruptcy or similar event.

LIQUIDITY RISK

Liquidity risk is the risk that market or other conditions cause
a disfunction of the market which affects participants’ ability
to access funds to meet their obligations or correctly price se-
curities or derivatives.

MARKET RISK

Market risk is the risk that changes in asset prices resulting from
fluctuation in foreign exchange rates, interest rates or fuel pri-
ces will affect the Group’s income or the value of its holdings of
financial instruments. The objective of market risk management
is to manage and control market risk exposures within acceptable
parameters, while optimizing the benefit expected to be derived
from the investing and risk management activities, respectively.

GENERAL

This note presents information about the Group’s exposure to
each of the above risks, the Group’s objectives, policies and
processes for measuring and managing risk, and the Group’s
management of excess cash. Where applicable, further quan-
titative disclosures are included throughout these financial
statements.

The Board of Directors has overall responsibility for the es-
tablishment and oversight of the Group’s risk management
framework. The Board has established the Risk Management
Committee, which is responsible for executing and monitoring
the Group’s risk management policies with respect of finan-
cial instruments. The Risk Management Committee reports on
aregular basis to the Board of Directors and its Audit Commit-
tee on the committee’s activities.

The Group’s risk management policies are established to
identify and analyze the risks faced by the Group, to set ap-
propriate risk limits and controls, to determine appropriate
instruments to protect the Group against risks and to mo-
nitor risks and financial limits. Risk management policies
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and procedures are reviewed as required to reflect changes
in market conditions and the Group’s activities. The Group,
through its training and management standards and pro-
cedures, aims to develop a disciplined and constructive
control environment in which employees involved in the
risk management activity understand their respective ro-
les and obligations.

The Group buys derivatives in order to manage market risks.
In connection with purchases of derivatives, the Group so-
metimes also sells derivatives. Such transactions are carried
out within the risk management framework and control me-
chanisms described below. Where possible the Group seeks to
apply hedge accounting for those instruments in order to re-
duce volatility in profit or loss. The Group’s risk management
policy prohibits short sellings.

The primary goal of the Group’s investment policy is to maxi-
mize investment returns while protecting the invested capi-
tal. To this effect, the Group invests excess cash, subject to
limits established in its treasury policy, in investment funds,
bank deposits, zero-coupons and structured products with a
capital guarantee at maturity. The return on structured pro-
ducts depends on the performance of the underlying used,
which may be equities, commodities, indices, currencies,
securities or interest rates. In accordance with this strategy,
structured products are designated as Other investments and
recorded at fair value in the balance sheet with any change in
value flowing through the income statement. The Group does
only purchase securities or structured investment products
from a counterparty having the necessary credit rating and
which makes a daily market in those securities or financial
instruments.

(a) CREDIT RISK

CASH, DERIVATIVES AND OTHER FINANCIAL INSTRUMENTS
The Group limits its exposure to credit risk by only making
deposits with, investing in securities issued by and buying
protection from counterparties that have a long-term credit
rating of at least A+ from Standard & Poor’s and A1 from Moo-
dy’s. Any exception to this rule must be approved by the Risk
Management Committee and is closely monitored. In 2008
the Group established credit limits for each counterparty.
This enables the Group to cap the maximum amount of bu-
siness that can be transacted with any given counterparty.
Compliance with those credit limits is monitored by the Risk
Management Committee.

The carrying amount of financial assets represents the maxi-
mum credit exposure.

TRADE AND OTHER RECEIVABLES

The Group’s exposure to creditrisk is influenced mainly by the
individual characteristics of the customer and the demogra-
phics of the Group’s customer base, including the default risk
of the industry and country in which customers operate. The
Group distinguishes between countries considered as low risk
and countries of higher risk depending on their geographical
and political situation and monitors customers on either list
separately.

The Credit Committee has established a credit policy under
which each new customer is analyzed individually for credi-
tworthiness before the Group’s standard payment and delive-
ry terms and conditions are offered. The Group’s review inclu-
des external ratings, when available, and in some cases bank
references. Purchase limits are established for each custo-
mer, which represents the maximum open amount allowed for
trading without requiring approval from the Credit Committee;
these limits are reviewed regularly. Customers that fail to
meet the Group’s benchmark creditworthiness may transact
with the Group only on a prepayment basis or if they can offer
collateral e.g. bank guarantees or letters of a credit.

Not more than 14 percent of the Group’s revenue is attributable
to sales transactions with a single customer. The five largest
customers of the Group represent 49 percent of the net cargo
sales. More than 71.5 percent of the Group’s customers have
been transacting with the Group for over four years, and losses
have occurred infrequently. In monitoring customer credit risk,
customers are grouped according to their credit characteris-
tics, including whether they are an individual or legal entity,
whether they are stand alone entities or part of a larger group,
geographic location, aging profile, maturity and credit history.
Customers that are graded as “high risk” are placed on a restric-
ted customer list, and future sales are made on a prepayment
or collateral basis with approval of the Credit Committee.

The Group’s credit risk exposure is mitigated by a credit risk
insurance against delinquent customer payments purchased
from a professional insurer that retransfers part of the risk to
the Group’s captive reinsurance company.

The Group establishes an allowance for impairment that re-
presents its estimate of incurred losses in respect of trade
and other receivables (see Note 18).
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The maximum exposure to credit risk for trade receivables at
the reporting date by areas was:

2008 US$ 2007 US$

AREA| 31,160,208 35,173,773
AREAII 70,995,993 111,709,986
AREAII 62,095,954 100,231,032
AREA IV 3,080,338 10,085,091
167,332,493 257,199,882

Cargolux is a member of the IATA clearing systems CASS (Cargo
Accounts Settlement Systems) and ICH (IATA Clearing House)
commonly used by forwarders and airlines, respectively, to
settle payments. In 2008, 59.6 % of receivables were cleared
through CASS and ICH (42.5 % in 2007). As of December 31,
2008 over 99 % (99 % in 2007) of the total outstanding trade
debtors were within the contractual payment terms. The ave-
rage DSO of trade receivables was 40.3 days in 2008 (42.5
days in 2007).

(b) FUEL RISK

FUEL PRICE

The Group’s earnings are significantly exposed to fluctuations
in fuel prices. In 2008 the Group agreed and implemented
new governance and also a policy and procedures document

covering Fuel Risk Management. This was based on a full
review which had been done in 2007. The Group has signi-
ficantly improved the risk management of its most volatile
cost element. This was illustrated by the successful financial
outcome to Fuel Risk Management in 2008 when the Group
was confronted with unprecedented fuel price movements.

FUEL HEDGES

As at December 31, 2008, the Group had hedges in place for
100,980tonsin 012009, 78,656 tonsin 02 2009, 65,682 tons
in 03 2009, 37,258 tons in 04 2009, 80,000 tons for H1 2010
and 13,907 tons in H2 2010. The majority of the forward cover
for 2009 and 2010 was built during the high price environment
of 2008. Breakeven levels are currently at US$ 1,162/ton and
US$1,135/ton respectively. Most of the protection is provided
through call options and the premiums were reduced by the
Group selling puts which creates a potential for the Group to
pay out monies when prices are below the above mentioned
break-even levels. The fair value of these hedges has nega-
tively impacted the year-end result and shareholders’ equity
as shown below.

Generally the Group seeks to apply hedge accounting in order
to manage volatility in profitor loss.

As at 31 December 2008, the fair value of fuel derivatives was
as follows:

2008 US$ 2007 US$
DERIVATIVEASSETS 10,767,755 352,720
DERIVATIVE LIABILITIES (3,851,490)
BALANCEAT 1 JANUARY 10,767,755 (3,498,770)
EFFECTIVE PORTION OF HEDGES RECOGNIZED IN EQUITY (30,703,006)
INEFFECTIVE PORTION OF HEDGES AND NON-QUALIFYING HEDGES RECOGNIZED IN INCOME STATEMENT (17,515,378) 14,266,525
DERIVATIVEASSETS 10,720,435 10,767,755
DERIVATIVE LIABILITIES (48,171,064)
BALANCEAT 31 DECEMBER (37,450,629) 10,767,755
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(c) CURRENCY RISK

The Group is exposed to currency risk on sales, purchases and
borrowings that are denominated in a currency other than the
functional currency of the Group.

The Group does not incur non-dollar denominated indebtedness
to finance its assets stated in US$ in order to eliminate any re-
lated volatility in profitorloss.

At the balance sheet date, the Group’s exposure to foreign
currency risk was as follows:

uss$ EUR HKD OTHER TOTAL
DEPOSITS WITH THIRD PARTIES 48,064,417 5,447,306 50,749 416,936 53,979,408
TRADE RECEIVABLES AND OTHER RECEIVABLES 121,411,159 147,095,927 26,894,728 54,875,418 350,277,232
OTHER INVESTMENTS 88,199,884 88,199,884
CASHAND CASH EQUIVALENTS 69,024,878 18,654,490 472,519 15,640,544 103,792,431
INTEREST-BEARING LIABILITIES (193,165,527) (33,167,900) (226,333,427)
FINANCE LEASE LIABILITIES (565,366,577) (7,286,873) (572,653,450)
BANK OVERDRAFTS (6,519) (855,294) (10,586) (848,289) (1,720,688)
TRADE PAYABLES AND OTHER PAYABLES (161,135,355) (66,405,869 (1,593,487) (5,565,374)  (234,700,085)
TAXES PAYABLE (141,811) (5,731,439) (274,916) (6,148,166)

Atthe immediately preceding balance sheet date, the Group’s exposure to foreign currency risk was as follows:

uss EUR HKD OTHER TOTAL
DEPOSITSWITHTHIRD PARTIES 21,976,789 4,666,109 49,079 416,637 27,108,614
TRADE RECEIVABLES AND OTHER RECEIVABLES 104,436,124 149,091,644 46,996,660 65,239,082 365,763,510
OTHER INVESTMENTS 72,619,573 72,619,573
CASHAND CASH EQUIVALENTS 65,219,318 8,016,262 365,647 20,992,947 94,594,174
INTEREST-BEARING LIABILITIES (122,086,831) (11,778,800) (133,865,631)
FINANCE LEASE LIABILITIES (392,479,919) (9,114,375) (401,594,294)
BANK OVERDRAFTS (32,971) (183,621) (1,772) (r7,154) (295,518)
TRADE PAYABLES AND OTHER PAYABLES (133,300,640 (83,543,878) (5,602,353) (5,056,709)  (227,503,580)
TAXES PAYABLE (6,004,207) (4,536,510 (210,365) (10,751,082)
Relevant foreign exchange rates relative to the US$ were as follows:
AVERAGE RATE REPORTING DATE SPOT RATE
2008 2007 2008 2007
EUR 1.47082 1.37059 1.41140 1.47235
HKD 0.12843 0.12817 0.12903 0.12814
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(d) INTEREST RATE RISK

The Group is exposed to interest rate risk on interest pay-
ments relating to its on balance sheet debt and on rental
payments. Additionally, the Group is also exposed to interest
rate risk related to future, non contingent interest bearing
liabilities such as financings for aircraft to be delivered out-
side the current reporting period. The Group adopts a policy
of ensuring that its exposure to increases in interest rates on
borrowings is capped or reduced while allowing the Group to
benefit to a certain extend from a low interest rate environ-
ment. Generally, this objective is achieved by buying caps and
selling floors. This strategy is deemed preferable than fixing
the rate at the time the loan is contracted, unless at that time
interest rates are deemed to be very low and in which case
such rates are locked in via a swap or fixed interest loan.

However, in a low interest rate trend environment — as was
prevailing at the balance sheet date — this strategy results
in important negative marked-to-market of derivative instru-
ments which are booked to equity.

The interest rate hedging programme involves interest rate
swaps and other interest rate hedging instruments acquired
through “Over the Counter” (0TC) derivative markets with the
unique objective of reducing the interest rate risk linked to the
debt portfolio of the Group. Where possible the Group seeks to
apply hedge accounting for those instruments in order to re-
duce volatility in profit or loss. No short selling or leveraging
of structure is permitted.

At the reporting date the interest rate profile of the Group’s
interest-bearing financial instruments was:

2008 US$ 2007 US$
FIXED RATE INSTRUMENTS
FINANCIAL LIABILITIES 133,803,893 162,099,980
FLOATING RATE INSTRUMENTS
FINANCIALASSETS 191,992,315 167,213,747
FINANCIAL LIABILITIES 674,136,868 379,071,201
INTEREST RATE DERIVATIVES
NOMINAL AMOUNT OF DERIVATIVES WITH RESPECT OF UNDERLYING FINANCINGS
IN PLACE ATTHE BALANCE SHEET DATE 910,265,692 821,048,929
NOMINAL AMOUNT OF DERIVATIVES WITH RESPECT OF UNDERLYING FINANCINGS
WHICHWERE NOT IN PLACE ATTHE BALANCE SHEET DATE 593,565,000 435,950,000
As at 31 December 2008, the fair value of interest derivatives was a follows:

2008 US$ 2007 US$
DERIVATIVEASSETS 11,170,177 2,298,948
DERIVATIVE LIABILITIES (28,157,255) (8,171,034)
BALANCEAT 1 JANUARY (16,987,078) (5,872,086)
EFFECTIVE PORTION OF HEDGES RECOGNIZED IN EQUITY (109,703,160) (9,831,932)
INEFFECTIVE PORTION OF HEDGES AND NON-QUALIFYING HEDGES RECOGNIZED IN INCOME STATEMENT (4,152,488) (1,283,060)
DERIVATIVEASSETS 28,330,322 11,170,177
DERIVATIVE LIABILITIES (159,173,048) (28,157,255)
BALANCE AT 31 DECEMBER (130,842,726) (16,987,078)
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(e) LIQUIDITY RISK

The Group’s approach to managing liquidity is to ensure that it
will always have sufficient liquidity to meet its liabilities when
due, under both normal and stressed conditions, without in-
curring unacceptable losses or risking damage to the Group’s
reputation.

The Group is subject to loan covenants for some of its borrowing
and finance lease arrangements, which in case of breach,

would entitle the lending parties to demand prepayment of the
loan. Financial covenants require the Group to respect certain
balance sheet and interest and rental coverage ratios. Under
one such covenant EBITDAR (Earnings before interest, tax, de-
preciation, amortization and rentals) must cover 1.3 times net
interest expense plus rentals for the period. As at 31 December
2008, the Group meets all covenants.

The following are the contractual maturities of assets and
liabilities:

2009 2010 2011 FURTHER  NO MATURITY
THAN 2011
uss uss uss uss uss$
TRADE RECEIVABLES AND OTHER RECEIVABLES 295,831,162 1,055,091 60,000 325,000 53,005,979
OTHER INVESTMENTS 63,909,524 6,155,475 5,415,375 12,719,510
CASHAND CASH EQUIVALENTS 103,792,431
INTEREST-BEARING LIABILITIES (172,279,164) (7116,928) (46,937,335)
FINANCE LEASE LIABILITIES (71,554,669)  (125,620,513) (39,810,486)  (335,667,782)
BANK OVERDRAFTS (1,720,688)
TRADE PAYABLES AND OTHER PAYABLES (234,700,085)
TAXES PAYABLE (6,148,166)
(22,869,655)  (125,526,875) (86,687,821)  (329,927,407) 65,725,489

As at 31 December 2008, the Group is in a net current liability
position. In addition to routine capital repayment under inte-
rest bearing loans and finance lease liabilities, the Group fa-
ces the following payments in the year immediately following
the balance sheet date:

A Negative marked-to-market of fuel and interest rate deri-
vatives based on market prices as of December 31,2008

A Balloon payments on 2 loans maturing in 2009 (LX-LCV
and LX-RCV)

Repayment of the new hangar facility

Maturity of the pre-delivery payment facility which the
Group expects to extend to match the new delivery dea-
dlines of the aircraft concerned

A The current portion on 2 financings which were not on the
books of the Group in the immediately preceding fiscal
year (LX-MCV and LX-YCV)

A The first installment of the fine payable to the US DOJ
(USD 10 million)

Further the Group incurred current liabilities with respect of
negative marked-to-market of fuel and interest rate deriva-
tives based on market prices as of December 31, 2008 (see
Notes 5 (b) and (d)).

The Group is continuously taking various initiatives to impro-
ve its liquidity position including by:

A Managing its credit lines

A Selling non strategic assets, e.g. spare engines having a
low carrying value

A Avoiding the posting of cash collateral under derivative
transactions.

The Group entered into various forward sales of aircraft with
delivery dates in 2009, 2010 and 2011 (see Note 15). This will
result in substantial cash inflows for the Group during these
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3 years which will more than compensate the amount then
outstanding on the remaining loans with respect of the sold
aircraft (the loans with respect of LX-FCV and LX-ICV were
fully paid off in the previous exercise).

The Group has substantial receivables from an unrelated par-
ty in connection with the construction of the new hangar (see
Note 18) which has in part been financed by own funds. The
delivery in 2009 will result in a significant cash inflow which
will more than compensate the amount then outstanding un-
der the new hangar construction facility.

The Group maintains credit lines to ensure that it will be able to
face its obligations when they fall due. As at 31 December 2008,
the Group had the following credit lines available for drawing:

A New hangar construction facility: EUR 46.5 million

A Committed credit lines (i.e. lines with respect of which the
Group pays commitment fees): 60 million. A line of USD
25 million is currently unavailable as the Group does not
meet a financial covenant for drawing under the facility.
This covenant is presently under renegotiation to allow
future drawings.

The Group has commitments for the acquisition of the new fleet
(see Note 27). Advance payments are regularly made based
on contractual terms. Due to delivery delays as announced by
Boeing, pre-delivery payments have been suspended as from
December 2008 pending final agreement with Boeing on new
delivery slots and credit to be given to the Group for pre-deli-
very payments made too early. In the meantime, Boeing has
confirmed that pre-delivery payments will not resume before
the end of the first quarter of 2010.

On December 31, 2009 a pre-delivery payment facility expi-
res. As the delivery of the related aircraft is postponed to the
summer 2010, the Group intends to seek an extension of that
facility in 20089.

In connection with a settlement made with the Australian
Competition and Consumer Commission (ACCC), the Group has
paid a fine of A$ 5.2 million (US$ 3.3 million) to this authority
in March 2009. A provision has been constituted in the 2008
accounts to reflect this payment.

() SENSITIVITY ANALYSIS

In managing currency, interest rate and fuel price risks, the
Group seeks to reduce the impact of short- to medium-term
changes on the Group’s budgeted earnings and cash flows.
Over the longer term, however, permanent changes in any or all
of the above would have an impact on earnings and cash flows.

At December 31, 2008, it is estimated that a general increase
of one percentage pointin interest rates would have decreased
the Group’s profit before tax by approximately US$ 3 million. In-
terest rate swaps and other hedging instruments that were in
place atthat time have been included in this calculation.

It is estimated that a general increase of one percentage
pointin the value of the US dollar against other foreign curren-
cies throughout the year would have decreased the Group’s
profit before tax by approximately US$ 7 million. The forward
exchange contracts and other hedging instruments that were
in place at thattime have been included in this calculation.

It is estimated that an increase of US$ 50 in the price of jet
fuel (NW European) over a one year period would have in-
creased the Group’s fuel bill by around US$ 5 million. The im-
pacton the results of such increase depends on a number of
factors, primarily how much of the increase can be absorbed
by the fuel surcharge.

6. REVENUES

2008 US$ 2007 US$
CARGO SALES 1,963,849,626 1,657,044,318
THIRD PARTY MAINTENANCE REVENUE 8,424,692 8,860,710
OTHER REVENUES 10,937,923 13,794,800

1,983,212,241 1,679,699,828

Cargo sales represent revenues directly related to the Group’s
core business, i.e. air freight, net of customer incentives and
rebates. The largest contributors to net turnover were Area
Il (Asia & Pacific) traffic and Area Il (Europe & West Africa)
traffic, which collectively accounted for 78% of net turnover
(2007: 78%). The third largest contributor to net turnover was
Area | (the Americas) traffic, accounting for approximately
16% (2007: 16%) with the balance accounted for by Area IV
(Middle East, South & East Africa) and charter traffic.

Included in Other revenues are trucking, handling and other
services rebilled to freight forwarders.
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7. OTHER OPERATING INCOME

seccscscssesesesesescccscscssssscesese s

2008 US$ 2007 US$
GAIN ON SALE OF PROPERTY,
PLANT AND EQUIPMENT 72,815 1,957,611
FOREIGN EXCHANGE GAIN, NET 1,389,947 1,263,690

1,462,762 3,221,301
8. AIRCRAFT LEASE EXPENSES

2008 US$ 2007 US$
AIRCRAFT RENTALS UNDER DRY LEASES 55,300,543 84,617,448
AIRCRAFT RENTALS UNDERWET LEASES 21,489,451 47,994,948
FEES PAYABLE UNDER BLOCKSPACE
AGREEMENTS 457,634 232,510
RETURN CONDITIONS PROVISION
WITH RESPECT OF DRY LEASED AIRCRAFT 1,456,968 3,668,199

78,704,596 136,513,105

At the balance sheet date the Group dry leased the following
aircraft: LX-GCV, LX-KCV, LX-0CV, LX-PCV and LX-WCV. The
classification of the leases on LX-UCV and LX-VCV in 2007
and LX-MCV in 2008 changed following the notice given by
the Group electing to exercise the purchase options on those
three aircraft (see Note 15 below).

During 2008, the Group wet-leased from Air Atlanta one B747-
200F during the whole year, one B747-400F from January to
and including April and one additional B?47-200F for the last
three months of the year.

During 2007, the Group wet-leased one B?47-400F and one B747-
200F from Air Atlanta. For the last 4 months of the year, an additio-
nal B747-200F was leased in to deal with peak season demand.

9. AIRCRAFT MAINTENANCE EXPENSES (outsourced)

eecesecesesesecscccsesesesecececscsesesesesecssssscsesesesesecs0s 0 0s

2008 US$ 2007 US$
ENGINE REPAIR AND OVERHAUL 69,165,219 62,885,011
HEAVY MAINTENANCE (“C-CHECKS” AND
“D-CHECKS” ON DRY LEASED AIRCRAFT) 5,626,003 4,792,204
COMPONENT REPAIR 5,564,527 6,106,574
STOCK CONSUMPTION 9,053,007 10,806,968
MAINTENANCE AT STATIONS 5,169,801 4,096,789
BRAKES REPAIR 2,865,963 2,769,164
OTHER MAINTENANCE EXPENSES 4,387,764 2,987,199
101,832,284 94,443,909

10. OTHER AIRCRAFT EXPENSES

sesececesesesescsescscssscssesesesesesesen e

2008 US$ 2007 US$
INSURANCES, INCLUDING
FLEET INSURANCE 3,139,017 3,460,481
3,139,017 3,460,481
11. PERSONNEL COSTS AND BENEFITS
2008 US$ 2007 US$
BY CATEGORY OF EXPENSES
SALARIES, OVERTIME, 13™ MONTH
AND PROFIT SHARING 176,836,709 161,646,749
SOCIAL SECURITY 17,985,463 16,717,343
EMPLOYEE BENEFITS
- EXPENSES RELATED TO DEFINED
BENEFIT PLANS 730,678 136,033
- EXPENSES RELATED TO DEFINED
CONTRIBUTION PLANS 3,715,413 2,479,518
- OTHER (ACCIDENT AND
INVALIDITY INSURANCE) 3,849,365 4,739,717
TRAINING AND SUNDRY
PERSONNEL CHARGES 10,862,380 10,755,258
213,980,008 196,474,618
2008 2007
AVERAGE NUMBER OF STAFF BY CATEGORY
OPERATIONS (INCLUDING CREWS) 460 445
SALES AND MARKETING 505 495
MAINTENANCE 399 394
FINANCE AND ADMINISTRATION 83 81
GENERAL MANAGEMENT (INCLUDING
HUMAN RESOURCES, PUBLIC RELATIONS
AND INTERNAL AUDIT) 62 57
1,509 1,472

As of December 31, 2008 1,284 (2007: 1,238) employees
were based in countries of the European Union, of which 1,155

in Luxembourg (2007: 1,105).
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12. OTHER OPERATING EXPENSES

seccscscesesesescsescssscssesesescsesessssnne

2008 US$ 2007 US$
GSA COMMISSIONS 17,629,234 15,769,494
IT SERVICES 34,463,615 33,027,426
TRAVEL & ENTERTAINMENT 21,584,428 19,002,868
OFFICE AND OFFICE EQUIPMENT
(RENTAL AND MAINTENANCE) 9,086,303 7,715,467
LEGAL, AUDIT AND CONSULTING FEES 10,827,765 4,017,513
VALUATION ALLOWANCE
ON CURRENTASSETS 2,407,921 (25,011)
TELECOMMUNICATION EXPENSES 2,097,588 1,978,757
MISCELLANEQUS 19,476,569 17,743,733

ANTI-TRUST PROVISIONS 77,682,818 154,878,191

195,256,241 254,108,438

GSA commissions represent commissions payable to the
Group’s general sales agents.

Valuation allowance on current assets relate to doubtful cus-
tomers and stock obsolescence.

In connection with the anti-trust investigations and procee-
dings initiated against the Group by anti-trust authorities in va-
rious jurisdictions, the Group constituted in its 2006 accounts
a provision of US$ 20 million to provide for legal fees payable to
counsel representing the Group and certain Group executives in
these proceedings. In 2008, US$ 4.5 million was added to that
provision (under “Legal, auditand consulting fees” above).

In 2007, a provision of US$ 154.9 million was constituted to co-
ver the Group’s exposure with respect of anti-trust proceedings
initiated against the Group by the EU Commission. This provision
was adjusted in 2008 to reflect a delay in the expected payment
dates of the related fine, the benefit of a 3 year payment sche-
dule, recalculation of the discount the Group expects to obtain in
connection with its ongoing cooperation with the EU Commission
and the specific economic context. In 2008 the Group constituted
an additional provision to cover fines the Group expects to pay
to the US DOJ, the ACCC in Australia and the Commerce Commis-
sion of New Zealand. The present value of all anti-trust provisions
constituted with respect of the Group’s exposure to fines payable
to the EC, DOJ, ACCC and Commerce Commission of New Zealand
was US$ 233,6 million (2007: US$ 154.9 million) at the balance
sheetdate. See also Notes 24 and 28 below.

13. NET FINANCE COSTS

sesececesesescsescscscscssssece o

2008 US$ 2007 US$
NET CHANGE IN FAIR VALUE OF FINANCIAL
ASSETS AT FAIR VALUE 2,500,882 2,988,890
INTEREST INCOME ON BANK DEPOSITS 6,234,830 7,758,197
OTHER FINANCIAL INCOME (IATA CALL
DAY ADJUSTMENTS, DISCOUNTS RECEIVED) ~ 605,032 847,076
FINANCIAL INCOME 9,340,744 11,594,163
INTEREST EXPENSE (31,050,439) (23,795,690)

NET CHANGE IN FAIR VALUE

OF FINANCIALASSETSATFARVALUE ~ (?,401,564)  (1,477,560)
EFFECT OF NET PRESENT VALUE

ON PROVISIONS (9,625,517)  (2,852,686)
OTHER FINANCIAL EXPENSES

(BANK CHARGES, LOAN AGENCY FEES,

CASS COMMISSIONS) (1,818,363)  (1,598,359)
FINANCIAL EXPENSES (49,895,883) (29,724,295)
NET FINANCE COSTS (40,555,139) (18,130,132)

14. INCOME TAX EXPENSE

seeseccesscscsscsesscscsscsssscsns o

2008 US$ 2007 US$
CURRENT TAX EXPENSE
CURRENT YEAR 2,152,560 8,902,240
ADJUSTMENTS FOR PRIOR YEARS 937,734 (383,041)
3,090,294 8,519,199
DEFERRED TAX EXPENSE / (INCOME)
ORIGINATION AND REVERSAL
OF TEMPORARY DIFFERENCES 39,811,965 (6,789,111)
BENEFIT OF TAX LOSSES (25,166,159) -
EFFECT OF INVESTMENT TAX CREDIT 20,362,028 (4,167,868)

35,007,834 (10,956,979)

TOTAL INCOME TAX EXPENSE /

(INCOME) IN INCOME STATEMENT 38,098,128  (2,437,780)
Origination and reversal of temporary differences mainly relates
to different depreciation periods on aircraft (18 years versus 20
years) and the reversal of the deferred tax asset arising from the
conversion of the commercial balance sheet prepared in USD into

the tax balance sheet prepared in Euro.
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Reconciliation of effective tax rate

2008 2008 2007 2007
% uss$ % us$
LOSS BEFORETAX (22,945,283) (49,536,940)
INCOME TAX USING THE DOMESTIC RATE 30.38 (6,970,777 30.38 (15,049,322)
SHARE OF PROFIT OF ASSOCIATES (1,149,593) (494,639)
EFFECT OF CURRENTTAX IN FOREIGN BRANCHES (756,420) (2,857,038)
NON DEDUCTIBLE EXPENSES 28,377,612 47,090,783
TAXEXEMPT (353,293)
EFFECT OF INVESTMENTTAX CREDIT 17,716,779 (13,522,068)
EFFECT OF CHANGE IN TAX RATE 5,329,318
UNDER/ (OVER) PROVIDED IN PRIOR YEARS 937,734 (383,041)
EFFECTOFTAXLOSS (5,033,232)
FOREIGN EXCHANGE DIFFERENCE . (17,222,455)
INCOME TAX EXPENSE / (INCOME) 38,098,128 (2,437,780)

The Group is subject to corporate income tax, municipal business
tax and net worth tax in Luxembourg. The Group is also subject to
certain taxes in foreign tax jurisdictions in which it maintains per-
manent establishments.

During 2008, the determination of the tax basis of assets and lia-
bilities and the related taxable income were changed and resulted
in tax losses. The effect of investment tax credit (ITC) is linked to

the expiry of ITC in 2009, 2010 and 2011 which are not expected
to be used due to the 2008 tax losses and the revision of the bu-
siness plan for the period 2009-2011, which shows an important
decline of taxable profit due to the economic environment.

In December 2008, a corporate tax rate reduction of 1% was enac-
ted resulting in a combined rate of 29.34% applicable for fiscal
years commencing after December 31, 2008.
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15. PROPERTY, PLANT AND EQUIPMENT

.....................................................

AIRCRAFT AND LAND AND OTHER PAYMENTS TOTAL

EQUIPMENT BUILDINGS EQUIPMENT  ON ACCOUNTS

AND ASSETS

IN COURSE OF

CONSTRUCTION
uss$ uss$ uss$ uss$ uss$
COST AT BEGINNING OF YEAR 1,215,692,302 7,542,526 32,418,959 89,809,064  1,345,462,851
ACQUISITIONS 8,915,036 12,285 1,031,728 133,412,072 143,371,121
FINANCE LEASES 209,937,476 209,937,476

TRANSFER FROM ASSETS UNDER CONSTRUCTION 417032 . (417,032)
D-CHECK WRITE OFF (5,200,000) (5,200,000)
RECLASSIFICATION OF DEPOSITS (9,296,750} (9,296,750}
REIMBURSEMENT OF ADVANCE PAYMENTS (41,329,100} (41,329,100}
DISPOSALS (339,764) (13,228) (118,198) (471,190)
ATEND OF YEAR 1,429,005,050 7958,615 33,332,489 172,178,254  1,642,474,408

ACCUMULATED DEPRECIATION

ATBEGINNING OF YEAR (457696,372) (7,057,051) (23,018,671) (487,772,094)
CHARGE FORTHEYEAR (53,475,012) (328,423) (2,381,892) (56,185,327)
D-CHECK WRITE OFF 5,200,000 5,200,000
ADJUSTMENTS FOR DISPOSALS 189,046 12,739 113,884 - 315,669
ATEND OF YEAR (505,782,338 (7.372,735) (25,286,679) (538,441,752
NET BOOK VALUE AS OF DECEMBER 31, 2008 923,222,712 585,880 8,045,810 172,178,254  1,104,032,656
NET BOOK VALUE AS OF DECEMBER 31, 2007 757,995,930 485,475 9,400,288 89,809,064 857,690,757

AIRCRAFT SUBJECT TO FINANCE LEASES

The Group leases aircraft under a number of finance lease
agreements (LX-MCV, LX-RCV, LX-SCV, LX-TCV, LX-UCV, LX-
VCV and LX-YCV). At the end of each of the leases the Group
has the option to purchase the equipment at a preferential
or favorable price. On December 21, 2007, the Group gave
notice to exercise the purchase option granted to it un-
der the operating leases covering LX-UCV and LX-VCV. On
August 25, 2008, the Group gave notice to exercise the pur-
chase option granted to it under the operating lease cove-
ring LX-MCV. The option exercise notices had the effect of
changing the classification of those leases from operating
to finance lease. At December 31, 2008, the net carrying
amount of leased aircraft under finance leases was US$
661,854,548 (2007: US$ 486,622,067).

The net carrying amount of other equipment (simulator) under
finance leases was US$ 4,967,827 (2007: US$ 5,795,798).

SECURITY

At December 31, 2008, aircraft and equipment with a carrying
amount of US$ 791,576,753 (2007: US$ 621,296,994) are
subject to mortgages to secure the bank loans relating to LX-
LCV, LX-NCV, LX-RCV, LX-SCV, LX-TCV, LX-UCV, LX-VCV, LX-MCV
and LX-YCV (2007: LX-LCV, LX-NCV, LX-RCV, LX-SCV, LX-TCV,
LX-UCV and LX-VCV]). On May 28, 2008 the Grand-Duchy of
Luxembourg ratified the Cape Town Convention on interna-
tional interests in mobile equipment (Cape Town 2001). The
convention was enacted into Luxembourg law effective of De-
cember 12, 2008. Some of the Group’s aircraft are or will be
subjectto a mortgage registration in the Cape Town registry.
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DEPRECIATION

In July 2008, the Group sold LX-MCV and LX-NCV on a forward
basis to an unrelated party with delivery dates in 2010 and
2011. The sales price for LX-NCV was above its then carrying
value, resulting in discontinuance of the related depreciation
expense for the balance of 2008 and further years.

In April 2007 the Group sold LX-FCV, LX-ICV and LX-LCV on a
forward basis to an unrelated party with delivery dates in

16. INVESTMENTS IN ASSOCIATES
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The Group has the following investments in associates:

2009 and 2010. The sales prices for those aircraft were above
their then carrying values resulting in discontinuance of the
related depreciation expense for the balance of 2007 and fur-

theryears.

CAPITALIZED BORROWING COSTS
Assets under construction include borrowing costs for an
amount of US$ 4.2 million (2007: nil).

OWNERSHIP
COUNTRY 2008 2007
LUXFUELS.A. LUXEMBOURG 30% 30%
CHAMP CARGOSYSTEMS S.A. LUXEMBOURG 49% 49%
FREIGHTER LEASING S.A. LUXEMBOURG 33% 33%

Summary financial information for equity accounted investees, not adjusted for the percentage ownership held by the Group:

INUS$ OWNERSHIP ASSETS EQUITY LIABILITIES REVENUES PROFIT
/(LOSS)

2008
LUXFUELS.A. 30% 12,676,795 8,341,159 4,335,636 10,689,606 2,217818
CHAMP CARGOSYSTEMS S.A. 49% 77170,852 44,335,764 32,835,088 58,575,585 4,148,601
FREIGHTERLEASING S.A. 33% 232,547,947 (293,653) 232,841,600 28,938,338 3,257,660
322,395,594 52,383,270 270,012,324 98,203,529 9,624,079

2007
LUXFUELS.A. 30% 13,305,874 8,984,237 4,321,637 9,850,582 2,268,389
CHAMP CARGOSYSTEMS S.A. 49% 66,321,402 41,903,315 24,418,087 54,683,987 4,388,407
FREIGHTERLEASING S.A. 33% 244,663,956 42,176,433 202,487,523 32,967,902 (3,608,353)
324,291,232 93,063,985 231,227,247 97,502,471 3,048,443
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17. DEFERRED TAX ASSETS AND LIABILITIES
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Deferred tax assets and liabilities are attributable to the following:

ASSETS LIABILITIES NET

2008 2007 2008 2007 2008 2007

uUss$ uss uUss$ uss uUss$ Uss$

AIRCRAFT AND EQUIPMENT 15,512,041 96,040,518 15,512,041 96,040,519
OTHER PROPERTY,
PLANT AND EQUIPMENT . (1,457,560) (1,760,763) (1,457,560 (1,760,763)
DERIVATIVE ASSETS . (7,025,115) (2,980,534) (7,025,115) (2,980,534)
INVESTMENTS IN ASSOCIATES 5,059,232 4,630,964 . . 5,059,232 4,630,964
TRADE RECEIVABLES
AND OTHER RECEIVABLES . (1,111,013) (278,311) (1,111,013) (278,311)
OTHER INVESTMENTS . (3,925,271) (1,342,039) (3,925,271) (1,342,039)
INTEREST-BEARING LOANS
AND BORROWINGS . (44,132) (11,396,835) (44,132) (11,396,835)
FINANCE LEASE LIABILITIES 409,980 (28,405,972) 409,980 (28,405,972)
EMPLOYEES BENEFITS . (191,936) (414,112) (191,936) (414,112)
DERIVATIVE LIABILITIES 43,571,514 . (6,862,014) 43,571,514 (6,862,014)
TRADEAND OTHER PAYABLES 12,137,564 12,001,513 . . 12,137,564 12,001,512
PROVISIONS . (11,781,882) (9,328503) (11,781,882 (9,328,503)
BENEFIT OF TAX LOSSES
BROUGHT FORWARD 25,166,159 . . 25,166,159
INVESTMENTTAX CREDIT 59,298,986 79,661,014 . . 59,298,986 79,661,014
TAXASSETS/ (LIABILITIES) 161,155,476 192,334,009  (25,536,909) (62,769,083) 135,618,567 129,564,926
SETOFFTAX (25,536,909) (62,769,083) 25,536,909 62,769,083 . -
NET TAX ASSETS 135,618,567 129,564,926 . - 135,618,567 129,564,926

Deferred tax assets and liabilities are presented net because
the Group has the legal right to offset.

The Group has unused ITC’s in excess of US$ 100 million as
at December 31, 2008 (2007: in excess of US$ 100 million).
ITC can be carried forward over a period of 10 years from the
date of entitlement to claim same and a significant portion
is not expected to be used and resulted in the decrease of
ITC from 2007.

Deferred tax adjustments of US$ 41,061,476 were applied
against equity in 2008 (2007: US$ 2,986,941).

18. TRADE RECEIVABLES AND OTHER RECEIVABLES

R R L T R PR PP PR PP PP PR PR PP R PP

Trade receivables of US$ 167.3 million (2007: US$ 257.2 mil-
lion) are shown net of any impairment losses recognized in
the currentyear.

2008 US$ 2007 US$

TRADE RECEIVABLES 167,332,493 257,199,882
RECEIVABLE FROM MARIE-LEASESARL 89,822,993 55,622,211
PREPAID EXPENSES 50,300,422 17,460,197
ADVANCES PAID TO SUPPLIERS 7,550,390 7,997,984
VAT 4,279,960 5,444,940
DERIVATIVE ASSETS 19,583,777 10,607,639
OTHER RECEIVABLES 11,407,197 11,430,657
350,277,232 365,763,510
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On October 16, 2006, the Group entered into a leasing agree-
ment with Marie-Lease S.a r.I. pursuant to which the Group will
lease a new built hangar from Marie-Lease S.a r.l. for an initial
period of 15 years. On the same day, the Group and Marie-
Lease S.a r.l. entered into a construction contract pursuant
to which Marie-Lease S.a r.l,, as beneficiary of the land rights
(“droit de superficie”) and owner and builder of the improve-
ment, delegated the construction of the hangar to the Group.
Under this agency agreement, the Group directs, coordinates,
monitors and supervises the planning, design, assembly and
construction of the hangar and adjacent facilities (e.g. can-
teen, car park and energy building) and will deliver same to
Marie-Lease S.a rl. at completion against payment to the
Group of all accrued and paid construction and construction
related (e.g. architect and engineering fees) costs, subject
to a cap. The above receivable from Marie-Lease S.a r.l. repre-
sents the total cost incurred by the Group at December 31,
2008 in connection with the new hangar project.

Prepaid expenses include security deposits made in connec-
tion with operating leases, rental payments made in advance
and other prepayments.

19. OTHER INVESTMENTS
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2008 US$ 2007 US$

RESTRICTED CASH 36,808,795 6,053,449
SECURITIES HELD AT FAIR VALUE

THROUGH PROFIT AND LOSS 51,391,089 66,566,124

88,199,884 72,619,573

Restricted cash comprises an amount of US$ 6 million secu-
ring letters of credit issued on behalf of the Group. Cash and
securities for an amount of US$ 49 million are pledged as col-
lateral in derivative transactions.

20. CASH AND CASH EQUIVALENTS
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2008 US$ 2007 US$

BANK BALANCES 57,213,883 27,938,908

SHORT TERM DEPOSITS 46,578,548 66,655,266

103,792,431 94,594,174

BANK OVERDRAFTS (1,720,688) (295,518)
CASH AND CASH EQUIVALENTS

IN THE STATEMENT OF CASH FLOWS 102,071,743 94,298,656

21. CAPITAL AND RESERVES
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Share capital and main shareholders

2008 US$ 2007 US$

AUTHORIZED, ISSUED

AND SUBSCRIBED

6,000,300 (2007 6,000,300)
REGISTERED SHARES

OF NO PAR VALUE 360,018,000 360,018,000

The main shareholders are:

LUXAIR 34.9%
SAIRLINES 33.7%
BIP INVESTMENT PARTNERS 11.5%
BANQUE ET CAISSE D’EPARGNE DE L’ETAT 8.8%
SNCI 8.6%
OTHERS 2.5%

The shareholders are party to a Shareholders’ Agreement which
provides inter alia for pre-emption rights in case of a share sale
and contains certain corporate governance provisions.

RESERVES
Reserves comprise the legal reserve, other reserves and the
hedging reserves.

LEGAL RESERVE

Under Luxembourg corporate law, the Group must allocate at
least five percent of the statutory annual net profit to a legal
reserve until this reserve reaches 10% of the issued share ca-
pital. The legal reserve is not available for dividend distribu-
tions. No further allocation is required since the reserve has
reached the legal limit of 10% of issued share capital, i.e. US$
36 million (2007: US$ 36 million).

OTHER RESERVES

To forego payment of the net worth tax, the Group has utilized
the option provided by Luxembourg law and decided to consti-
tute and maintain a restricted reserve as of fiscal year 2003.
Any dividend payments from this reserve during the restric-
ted period would suffer tax.

CURRENCY TRANSLATION RESERVE

The currency translation reserve comprises all foreign cur-
rency differences arising from the translation of the financial
statements of foreign operations (see Note 3 (b)).
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HEDGING RESERVE DIVIDENDS

The hedging reserve comprises the effective portion of the In light of anti-trust proceedings and upgrading of the Cargo-
cumulative net change in the fair value of hedge accounted lux fleet, the Directors recommend that the shareholders fo-
derivative instruments. rego any dividend payment with respect of 2008.

22. INTEREST-BEARING LOANS AND BORROWINGS AND FINANCE LEASE LIABILITIES

0 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000s0000scscssssssse

This note provides information about the contractual terms of the Group’s interest-bearing loans and borrowings. For more informa-
tion about the Group’s exposure to interest rate and foreign currency risk, see also Note 5 (c] and (d).

2008 2007
NON-CURRENT LIABILITIES uss uss$
SECURED BANK LOANS
AIRCRAFT 54,101,632 107,242,915
LOAN ORIGINATED COSTS (47,369) (150,416)
TOTAL 54,054,263 107,092,499
FINANCE LEASE LIABILITIES
AIRCRAFT 511,019,626 356,061,453
SIMULATOR . 7,601,550
LOAN ORIGINATED COSTS (9,920,845) (7,743,885)
TOTAL 501,098,781 355,919,118
GRAND TOTAL 555,153,044 463,011,617
CURRENT LIABILITIES
INTEREST PAYABLE ON NON-CURRENT LIABILITIES 4,495,040 3,740,911
LOAN ORIGINATED COSTS (1,760,022) (1,262,348)
CURRENT PORTION OF SECURED/UNSECURED BANK LOANS (CAPITAL REPAYMENT) 171,038,023 25,408,967
CURRENT PORTION OF FINANCE LEASE LIABILITIES (CAPITAL REPAYMENT) 70,060,792 44,560,778

TOTAL 243,833,833 72,448,308
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TERMS AND DEBT REPAYMENT SCHEDULE
Terms and conditions of outstanding loans were as follows:

CURRENCY NOMINAL YEAR OF PRINCIPAL PRINCIPAL
INTEREST MATURITY AMOUNT AMOUNT
RATE 2008 US$ 2007 US$
SECURED BANKLOANS Uss FIXED 2009,2011 107,242,915 120,873,082
SECURED BANK LOANS EUR EURIBOR 3M +0.9% 2009 33,167,900 11,778,800
PDPFINANCINGS Us$ LIBOR 3M +MARGIN 2009 84,728,840
FINANCE LEASE LIABILITIES Uss FIXED, LIBOREM + 2009,2010,
MARGIN, EIB 3M + 2013,2014,
MARGIN, LIBOR 3M + 2016,2020
MARGIN 573,793,545 399,109,406
FINANCE LEASE LIABILITIES EUR FIXED 2009 7,286,873 9,114,375
TOTALINTEREST-BEARING LIABILITIES 806,220,073 540,875,663
As of December 31, 2008, the aggregate annual principal amor-
tization of non-current secured/unsecured loans is as follows:
2009 171,038,023
2010 7,116,928
2011 46,984,704
TOTAL 225,139,655
FINANCE LEASE LIABILITIES
Finance lease liabilities are payable as follows:
MINIMUM LEASE INTEREST PRINCIPAL MINIMUM INTEREST PRINCIPAL
PAYMENTS LEASE
PAYMENTS
2008 2008 2008 2007 2007 2007
uss uss us$ uss$ us$ us$
LESSTHAN ONEYEAR 84,510,820 14,450,028 70,060,792 64,636,315 20,075,537 44,560,778
BETWEEN ONEAND FIVEYEARS 362,423,765 28,762,340 333,661,425 211,018,498 56,102,643 154,915,855
MORETHAN FIVEYEARS 188,570,669 11,212,468 177,358,201 227,647,870 18,900,722 208,747,148
635,505,254 54,424,836 581,080,418 503,302,683 95,078,902 408,223,781

Under the terms of the lease agreements, no contingent rents are payable.

The Group’s liquidity position is discussed in detail in Note 5 (e) above.
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CAPITAL RATIOS

2008 US$ 2007 US$
OUTSTANDING LOANS 226,333,427 133,865,631
OUTSTANDING FINANCE
LEASE OBLIGATIONS 572,653,450 401,594,294
TOTAL DEBT 798,986,877 535,459,925

LESS CASH AND CASH EQUIVALENTS

AND OTHER INVESTMENTS (190,271,627) (166,918,229)

NET DEBT 608,715,250 368,541,696
PRESENT VALUE OF FUTURE

LEASE PAYMENTS 185,178,735 269,409,124
ADJUSTED SUBTOTAL 793,893,985 637,950,820
EQUITY 454,239,232 616,018,666
NET DEBT/EQUITY 134.0% 59.8%
ADJUSTED NET DEBT/EQUITY 174.8% 103.6%

Itis the Group’s intention to manage its balance sheet so that
the adjusted net debt/equity ratio will not exceed 250% as at
any balance sheet date.

The Group is in compliance with a loan covenant which requi-
res that shareholders’ equity represents at least 1/6 of total
liabilities plus net present value of non-cancellable operating
lease obligations.

23. EMPLOYEE BENEFITS
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2008 US$ 2007 US$
FAIR VALUE OF PLAN ASSETS (11,827,399) (12,677,374)
PRESENTVALUE OF NET OBLIGATIONS 17,470,380 18,129,138
UNRECOGNIZED ACTUARIAL GAINS 391,827 389,572
RECOGNIZED LIABILITY FOR DEFINED
BENEFIT OBLIGATIONS (SEE BELOW) 6,034,818 5,841,336
OTHER EMPLOYEE BENEFITS 5,644,812 7,039,775
TOTAL EMPLOYEE BENEFITS 11,679,630 12,881,111

The Group maintains defined benefit and defined contribu-
tion pension schemes for its staff in Luxembourg. Effective
January 1, 1997, the terms of the pension plan were amended
for all staff who had not reached retirement age at that date.
All staff who were retired at this date continue to be covered
by the previous plan. Under the new schemes (covering under
identical vesting rules the crews and the ground staff covered
by collective work agreements and the managers), retirement
benefits are generally paid in one lump sum. The rights to pen-

sion benefits commence at entry date and are fully vested
after 5 years of service. The Group’s pension fund obligations
(other than the liabilities with respect of the pensioners at
January 1, 1997) and related assets were transferred to a
life insurance Group in 2002 and are held separately from the
Group. The Group is current with respect of its payment obliga-
tions of the annual premiums due under the Group’s pension
schemes and such premiums are expensed under Personnel
costs and benefits.

The Group also maintains separate insurance schemes provi-
ding for death, orphan, widow and disability benefits. These
schemes are covered by an insurance plan and the related
insurance premiums are reflected as a current year operating
expense.

The Cargolux defined benefit scheme is not a multi-employer
scheme and sufficient information is available to determine
the obligation, plan assets and costs to the Group. The fun-
ding requirements are determined pursuant to the projected
unit funding method and the pension cost and provision have
been assessed by a third party professionally qualified ac-
tuary. The latest full pension scheme valuation was perfor-
med by the scheme’s actuaries in January 2009.

Movements in the net liability for defined benefit obligations
recognized in the balance sheet

2008 US$ 2007 US$
NET LIABILITY FOR DEFINED BENEFIT
OBLIGATIONS AT JANUARY 1 5,841,336 6,209,622
CONTRIBUTIONS RECEIVED (571,469) (683,858
PENSION PAYMENTS (373,274) (662,200)
EXPENSE RECOGNIZED IN THE INCOME
STATEMENT (SEE BELOW) 730,678 136,033
FOREIGN EXCHANGE IMPACT 407,547 841,739
NET LIABILITY FOR DEFINED BENEFIT
OBLIGATIONS AT DECEMBER 31 6,034,818 5,841,336
Expense recognized in the income statement

2008 US$ 2007 US$
CURRENT SERVICE COSTS 408,286 1,009,443
INTEREST ON OBLIGATION 878,429 1,362,694
EXPECTED RETURN ON PLAN ASSETS (556,037) (989,209)
EFFECT OF TRANSFER - (1,246,895)

730,678 136,033
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In 2007, the “effect of transfer” related to the transformation
of the pension scheme for managers and some of the crews,
who had not done so before, from a defined benefit plan into
a newly created defined contribution plan, so that there re-
mains no obligation under the defined benefit scheme. All
these transfers were done between insurance contracts di-
rectly subscribed with an external provider for the benefit of
the pension plan affiliates. There was therefore no cash effect
forthe Group.

The expense is recognized in Personnel costs and benefits.

24. PROVISIONS
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Principal actuarial assumptions at the balance sheet date
(expressed as weighted averages):

2008 2007
DISCOUNT RATE AT DECEMBER 31 4.61% 4.60%
EXPECTED RETURN ON PLAN ASSETS
ATDECEMBER 31 4.10% 4.10%

Assumptions regarding future mortality are based on pu-
blished statistics and mortality tables.

INUS$ ANTI-TRUST LEGAL RETURN HEAVY TOTAL

COST  MAINTENANCE

PROVISION PROGRAM
BALANCE AT JANUARY 1, 2008 154,878,191 13,364,492 9,595,485 9,411,972 187,250,140
PROVISIONS MADE DURING THE YEAR 112,484,755 4,461,943 4,094,328 3877030 124,918,056
EFFECT OF NETPRESENTVALUE ON PROVISIONS 7,811,492 870,387 943,639 9,625,518
PROVISIONS USED DURING THEYEAR (11,826,435) (1,968,906)  (13,795,341)
PROVISIONS REVERSED DURING THEYEAR (34,801,936) (2,637,360 (2522,883)  (39,962,179)
EFFECT OF EXCHANGE (6,757,880) (6,757,880)
BALANCE AT DECEMBER 31, 2008 233,614,622 6,000,000 11,922,840 9,740,852 261,278,314
NON-CURRENT 216,705,798 11,922,840 9,740,852 238,369,490
CURRENT 16,908,824 6,000,000 22,908,824
233,614,622 6,000,000 11,922,840 9,740,852 261,278,314

Provisions constituted with respect of the anti-trust procee-
dings the Group is involved in and a provision constituted for
related legal fees are discussed in Note 12 above.

The provision of US$ 11.9 million represents the net present
value of maintenance cost expected to be incurred to deliver
the aircraft under operating leases to the lessor at lease-end
in conformity with the delivery conditions stipulated in the
respective lease agreements.

The Group is the lessee under five (2007: six) operating leases
for B?47-400F aircraft. For the leased aircraft the cost of ma-
jor aircraft overhaul or so-called “D-checks” is provisioned
and charged to operating expenses in the line item Aircraft
maintenance expenses based on the estimated remaining
number of years until the next major overhaul.
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25. TRADE PAYABLES AND OTHER PAYABLES

2008US$ 2007 US$
TRADE PAYABLES 41,548,580 45,640,926
GENERAL AND ADMINISTRATION 1,025,381 774,221
MAINTENANCE 15,544,709 20,820,696
FUEL 19,152,322 30,535,357
HANDLING, LANDING AND OVERFLYING 25,994,304 32,801,567
TRUCKING, REFORWARDING
AND TRUCK HANDLING 8,011,068 8,760,000
INCENTIVE AND WORLDWIDE
COMMISSIONS 15,488,506 20,110,302
RENTALS UNDER AIRCRAFT
OPERATING LEASES 1,814,840  5824,511
INSURANCE 1,574,870 681,605
PERSONNEL 5920,022 18,113,036
SOCIAL SECURITY 3,888,193 4,759,925
DIVIDENDS PAYABLE 20,003,646 20,003,646
DERIVATIVES LIABILITIES ON FUEL 22,440,656
DERIVATIVES LIABILITIES
ON INTEREST RATE 36,397,955 8,740,048
DERIVATIVES LIABILITIES ON FOREX 2,803,398 -
MISCELLANEQUS 13,091,635 9,937,740

234,700,085 227,503,580

26. OPERATING LEASES
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Non-cancellable operating lease rentals are payable as follows:

2008 US$ 2007 US$
LESS THAN ONE YEAR 49,585,286 63,331,197
BETWEEN ONE AND FIVE YEARS 140,964,814 192,939,598
MORE THAN FIVE YEARS 20,312,493 44,462,720

The above outstanding rentals are based on interest rates as of
December 31,2008 (respectively as of December 31, 2007).

The present value of minimum lease payments related to air-
craft operating leases amounted to US$ 185.2 million (2007:
US$ 269.4 million) at the balance sheet date. This present va-
lue was calculated using actual rental terms and a discount
factor equal to Libor rates at December 31.

The decrease is mainly linked to the classification of LX-MCV as
finance lease following the notice given by the Group to exer-
cise the option to purchase this aircraft at the end of the lease.

27. CAPITAL COMMITMENTS
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As at the balance sheet date, the Group had firm purchase or-
ders for 13 B747-8 aircraft (2007: 13 B?47-8 aircraft) to be
delivered from 2010 to 2014. In addition, the Group has firm
purchase orders for 4 GEnx engines (2007: 4 GEnx engines)
to be delivered from 2010 to 2015. Based on prices published
by manufacturers the total amount of the above investments
is close to US$ 4 billion. Boeing has announced a delay in its
delivery schedule of the B?47-8 aircraft with the first airplane
deliveries to occur now only in the third quarter of 2010 ins-
tead of September 2009. All aircraft and engines deliveries
are subject to further change.

In addition the Group holds options to purchase two further
B?47-8 aircraft with delivery slots in 2014 and 2015, respec-
tively (exact delivery dates to be confirmed).

In connection with aircraft and engine purchases, the Group
routinely makes down payments to manufacturers. Such ad-
vance payments are recorded under Other property, plant and
equipment or Deposits with third parties.

28. CONTINGENCIES

LEGAL PROCEEDINGS

The Group is party to legal proceedings, both as defendant
and claimant, from time to time in the normal course of its bu-
siness. In addition, the Group is subject to investigations and
proceedings from anti-trust authorities in the EU, US, Austra-
lia, New Zealand, South Africa, South Korea and Switzerland in
connection with a worldwide investigation of air cargo carriers
regarding alleged price fixing practices and the exchange of
confidential information. The Group is responding to requests
forinformation submitted by the authorities.

Additionally, civil lawsuits have been launched in the US and in
Canada against a number of air carriers, including the Group.
The Group has constituted a provision of US$ 233,6 million
(2007: US$ 154.9 million) to cover the Group’s exposure with
respect of the anti-trust proceedings initiated by the EU Com-
mission, the US Department of Justice, the Australian ACCC
and the Commerce Commission of New Zealand against the
Group (see also Notes 12 and 24 above]. The outcome of the
anti-trust proceedings and civil lawsuits in other jurisdictions
cannot be determined with sufficient precision at this point
in time and therefore, no provision has been recorded in the
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2008 accounts with respect thereto. If determined against
the Group, the outcome of these proceedings and lawsuits in
the aggregate could have a material adverse impact on the
financial condition of the Group.

............................

IDENTITY OF RELATED PARTIES

The Group has a related party relationship with shareholders,
its subsidiaries, associates and with its directors and execu-
tive officers.

KEY MANAGEMENT PERSONNEL AND DIRECTORS

In addition to their salaries, the Group also provides cash
(described below) and non-cash benefits (company car and
fuel card) to members of the Executive Committee and 4
area vice-presidents and contributes (as for other Group em-
ployees) to a defined contribution plan and to an accident/
invalidity insurance on their behalf.

The compensations are as follows:

2008 US$ 2007 US$
SALARIES AND PROFIT SHARING 3,143,474 4,332,669
CONTRIBUTION TO PENSION SCHEME
AND ACCIDENT/INVALIDITY INSURANCE 664,253 581,865
3,807,727 4,914,534

These amounts, which are paid in euros, are included in Per-
sonnel costs and benefits (see Note 11). The 2007 amount in-
cludes a one-off payment to an Executive Committee member
who left the Group.

Directors are given an annual fee for their supervisory work on
behalf of the Group. In addition Board members who sit on the
Compensation Committee, the Audit Committee or the Strate-
gy Committee of the Board are paid attendance fees. The total
remuneration of Directors was as follows:

2008 US$ 2007 US$

DIRECTORS 447,869 380,379

SHAREHOLDERS

A The Group pays handling fees and other service charges
to a shareholder in Luxembourg. The amount charged to
operations for such services was US$ 69.3 million (2007:
US$ 76.0 million).

A Interest and commissions of approximately US$ 1.3 mil-
lion (2007: US$ 1.6 million) were paid in 2008 and US$ 0.1
million (2007: US$ 1.8 million) of investment income was
received in 2008 from banks which are shareholders.

A The Group receives freight and maintenance revenues
from a shareholder. The amount invoiced was approxima-
tely US$ 0.5 million (2007: US$ 0.8 million).

ASSOCIATES

During the year ended December 31, 2008 the Group paid US$
28.3 million (2007: US$ 34.0 million) for IT services to Champ
Cargosystems S.A., through-put fees of US$ 1.1 million (2007:
US$ 1.8 million) to Luxfuel S.A. and aircraft rentals of US$ 24.4
million (2007: US$ 31.7 million) and lease payments of US$
4.5 million to subsidiaries of Freighter Leasing S.A.

Year end balances arising from sales purchases and services
are as follows:

ACCOUNTS RECEIVABLE AND DEPOSIT FROM RELATED
PARTIES:

2008 Us$ 2007 US$

ASSOCIATES 2,057,575 1,101,567
SHAREHOLDERS 23,560,076 19,029,565
25,617,651 20,131,132

ACCOUNTS PAYABLE AND LOAN TO RELATED PARTIES:

2008 Us$ 2007 US$

ASSOCIATES 3,010,575 6,900
SHAREHOLDERS 47,229,961 40,879,968
50,240,536 40,886,868

..........................

SUBSIDIARIES

COUNTRY OF OWNERSHIP INTEREST IN %
INCORPORATION 2008 2007

CARGOLUXRESA.  LUXEMBOURG 100 100
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31. ACCOUNTING ESTIMATES AND JUDGMENTS

..............................................................

Certain critical accounting judgments in applying the Group’s
accounting policies are described below.

FINANCE AND OPERATING LEASES

The Group entered into a lease arrangement in relation with
the hangar it will operate in Luxembourg. The lease contains
3 extension options for incremental 5 year lease periods. This
option can be exercised for the first time on the 15th anniver-
sary of the lease.

In determining lease classification the Group evaluated
whether substantially all the risks and rewards of ownership
were transferred to the Group. Specifically, it was not conside-
red as reasonably certain, at the inception of the lease, that
the Group will operate the hangar beyond 15 years.

Based on this judgment, it is concluded that the lease is an
operating lease.

DEFERRED TAXASSET
The deferred tax asset is based on the most recent business
plan available at each balance sheet date.

HEAVY MAINTENANCE CHECK

The timing of “C” and “D-check” is determined in accordance
with the Group’s maintenance program which is based on
recommendations of the manufacturer and is approved by
the civil aviation authorities (DAC). The amount provisioned
is based on prices derived from contractual arrangements
concluded with providers and are discounted to the balance
sheetdate.

PROVISION

The recognition of a provision requires that the management
is in the position to make a reliable estimate of the amount
of the obligation resulting from past events. When no reliable
estimate can be made, a contingent liability is disclosed.

RESIDUAL VALUES

Management estimate of residual values is reassessed yearly
on the basis of the current and future estimated market values
published by external appraisers and on the basis of observa-
ble transactions. Where appropriate this review may lead to re-
visions to the residual values from the current estimate.

..................................

Following consent proceedings initiated by the ACCC on Fe-
bruary 16, 2009, the Federal Court of Australia ratified the
settlement reached with the ACCC and pursuant to which the
Group agrees to pay a fine of A$ 5.2 million (US$ 3.3 million)
for breaching the price fixing provision of the Australian Trade
Practices Act, 1974.

In February the Group announced that it has entered into
a strategic partnership in Italy to create Cargolux lItalia for
intercontinental all-cargo services from Milan’s Malpensa
airport. Cargolux Italia has applied for a business license and
certification with ENAC, the Italian civil aviation authority. It
aims to become a fully certified Italian all-cargo carrier. Start
of operations is planned as soon as ENAC grants the required
permits. Launch date is expected in April 2009.

On April 1, 2009, the Board of Directors of the Group agreed
to settle the US anti-trust proceeding initiated against the
Group by the US Department of Justice. The fine payable by
the Group under the related plea agreement is provisioned in
the Group’s 2008 accounts (see Notes 12 and 24).




EUROPEAN TRUCKING NETWORK

EUROPEAN ROAD FEEDER NETWORK FROM

AND TO LUXEMBOURG
AUSTRIA ITALY
Graz Bologna
Linz Civitanova Marche
Salzburg Florence
Vienna Milan
Rome
BELGIUM Turin
Antwerp Venice
Brussels
NETHERLANDS
DENMARK Amsterdam
Billund Maastricht
Copenhagen Rotterdam
FINLAND NORWAY
Helsinki Oslo
FRANCE PORTUGAL
Lille Lisbon
Lyon Porto
Marseille
Mulhouse SPAIN
Paris Alicante
Strasbourg Barcelona
Bilbao
GERMANY Madrid
Berlin Valencia
Bremen Zaragoza
Cologne
Dortmund SWEDEN
Dresden Gothenburg
Dusseldorf Malmoe
Frankfurt Stockholm
Hamburg
Hanover SWITZERLAND
Leipzig Basle
Nuremberg Geneva
Munich Zurich
Munster-Osnabruck
Stuttgart UNITED KINGDOM
London
HUNGARY Manchester
Budapest Prestwick

| Trucking services out of Cargolux’s online stations
Ad hoc trucking can be arranged upon client’s request, please contact our Cargo services Office for additional information.
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CALGARY
SEATTLE
TORONTO
CHICAGO
INDIANAPOLIS NEWYORK
LOS ANGELES
HUNSTVILLE
ATLANTA
HOUSTON
MIAMI
GUADALAJARA
MEXICOCITY
PANAMACITY
BOGOTA
LATACUNGA
PETROLINA
SAO PAULO
CURITIBA
SANTIAGO

ADDITIONAL DESTINATIONS ARE SERVED
VIAINTERLINE AND TRUCKING

*In cooperation with MNG Airlines
and Silk Way Airlines

WWW.CARGOLUX.COM
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HO CHI MINH CITY
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SINGAPORE
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HEAD OFFICE

CargoluxAirlines International S.A.
Luxembourg Airport

L-2990 Luxembourg

Tel +35242111

Fax +352 4354 46
info@cargolux.com

AREA MANAGEMENT EUROPE, CENTRAL ASIA
AND WEST AFRICA

Cargolux Airlines International S.A.
Luxembourg Airport

L-2990 Luxembourg

Tel +35242113335

Fax +35242113692

sales@cargolux.com
reservations@cargolux.com

AREA MANAGEMENT MIDDLE EAST,
SOUTH AND EAST AFRICA
CargoluxAirlines International S.A.
P.0.Box 5977, Office No 3035

3rd Floor, Dubai Cargo Village

Air Cargo Terminal

Dubai Airport, Dubai U.A.E.

Tel +971 (4) 2822071

Fax +971 (4) 282 2442
dxb@cargolux.com

AREA MANAGEMENT ASIA AND PACIFIC
CargoluxAirlines International S.A.
Units 615-616,

Concordia Plaza

1, Science Museum Road

Tsimshatsui East, Kowloon

Hong Kong, China

Tel +8522736 7832

Fax +852 27305137
asiapacific@cargolux.com

AREA MANAGEMENT THE AMERICAS
CargoluxAirlines International S.A.
1900 NW Corporate Blvd., #W105
Boca Raton, FL 33431

USA

Tel +1(561)988 1868

Fax +1 (561) 988 1012
theamericas@cargolux.com
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