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Lufthansa Group

COMPOUND HYBRID FINANCIAL LIABILITY
FINANCIAL INSTRUMENT FINANCIAL INSTRUMENT MEASURED @ FVTPL (OPTION)

FINANCIAL LIABILITY FINANCIAL LIABILITY FINANCIAL LIABILITY

EQUITY INSTRUMENT DERIVATIVE INSTRUMENT DERIVATIVE INSTRUMENT
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31 December 2023 31 December 2022
Derivative Derivative
financial Liabilities financial
Liabilities at instruments at fair instruments
fair value which are an Other value which are an Other
through effective part  financial through  effective part  financial
profit or of a hedging  liabilities profitor  of a hedging  liabilities
In € million loss relationship atcost  Total loss relationship at cost Total
Borrowings 643 - 10,733 11,376 621 - 12,087 12,708
(without IFRS
16 lease
liabilities
Derivative 7 751 - 758 1 882 - 883
financial
instruments
Trade - - 4,125 4,125 - - 4,041 4,041
payables
Other - - 1,835 1,835 - - 1,691 1,691
financial
liabilities

Total 650 751 16,693 18,094 622 882 17,819 19,323
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Financial liabilities by measurement category’

Financial liabilities can be divided into measurement categories with the following
carrying amounts, with the category “at fair value through profit or loss” including
derivatives that do not meet the requirements for applying hedge accounting and are
therefore accounted for as stand-alone derivatives. In addition, the instrument-specific
option to designate the convertible bond issued in 2020 as at fair value through profit
or loss was also exercised; its fair value as of the reporting date was EUR 643m.
The total change of EUR - 22m in the market value of the convertible bond was therefore
split into a credit risk-induced share of EUR 42m, which is recognised as an expense in
other comprehensive income’, and a price-induced share of EUR 20m, which is recognised
as income in the trading result.
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NOTE G - Puttable Common Stock
As described in Note D - Investment and Pledge Agreements above, as part of the investment agreement with MGP

I, DSR issued 75,000 puttable shares of DSR’S Common Stock classified outside of stockholders’ equity as the ability
to extinguish the put, was not considered to be completely within DSR’s control.
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Fegnsil 1.6 vilduiifidnunzadnonu (Perpetual debt)11

28.3 Perpetual

ACCOUNTING PRINCIPLES

A financial instrument is considered as an equity instrument if it does not include a contractual obligation :
® to deliver cash or another financial asset to another entity; or ® to exchange financial assets or

financial liabilities with another entity under conditions that are potentially unfavourable to the issuer.

M 4un13i3ues Air France - KLM Group MAVIUlYRUDIUEN (https://www.airfranceklm.com/en/finance/financial-results)
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Monetary

Decembr 31, Repayment - Issuance - change - Non-monetary  December 31,
(in € millions) 20220 Nominal Nominal coupons change 2023
2021 perpetual super-subordinated Nominal 28.3.1 595 (595)
bonds Coupons 31 - (42) 11
2023 perpetual super-subordinated Nominal 18.3.2 = = 727 - - 727
bonds Coupons = = = - 42 42
Last-rankLast-rank indefinite Nominal 28.3.3 305 = = = - 305

subordinated bond convertible into Coupons 2 - (20) 20 2

TOTAL PERPETUAL - ATTRIBUTABLE TO

EQUITY HOLDERS OF AIR FRANCE-KLM

2022 perpetual supersubordinated Nominal 28.6.1 497 - - 497
bonds Coupons 13 - - (30) 30 13
July 2023 perpetual supersubordinated Nominal 28.6.2 = = 498 - - 498
bonds Coupons = - - - 15 15
November 2023 perpetual super- Nominal 28.6.3 - - 1,493 - 1,493

subordinated bonds Coupons - - - - 8 8
TOTAL PERPETUAL - NONCONTROLLING

INTERESTS

Total cash flows 525 (595) 2,718 (92)

28.3.1 2021 perpetual supersubordinated bonds

On April 20, 2021, the Group issued 3 billion supersubordinated notes, subscribed by the French
government to offset its direct loan of the same nominal amount. The issue consisted of three perpetual
tranches, each with a nominal value of €1 billion, a coupon of 7%, 7.25% and 7.5%, and a call option
at 4, 5 and 6 years respectively. This transaction resulted in the reclassification of 3 billion euros from
“financial liabilities” to shareholders’ equity. On April 20, 2022, the Group paid accrued interest on
the perpetual subordinated notes held by the French government for a total of €218 million, including
€151 million in respect of accrued interest to December 31, 2021 and €67 million in respect of
accrued interest at the date of payment. On June 16, 2022, following the completion of the Air
France-KLM group’s capital increase, the subordinated perpetual notes held by the French State
were partially redeemed for a total of €1,649 million, including €1,631 million in par value and €18
million in accrued coupons. On July 29, 2022, the proceeds of Apollo’s investment were used to
redeem €487 million in par value, plus €10 million in accrued interest to that date. On December 9,
2022, a nominal amount of €287 million plus accrued interest to that date of €14 million was repaid
with the proceeds of the subordinated bond issue. Finally, on March 17 and April 19, 2023 respectively,
Air France-KLM redeemed the balance of the subordinated notes held by the French State under
the temporary framework linked to Covid-19, for an amount of €320 million and €317 million
(including accrued coupons). The Group also paid the French State the compensation required for
the shares subscribed in April 2021, in the amount of €90 million. This transaction enables Air France
and Air France-KLM S.A. to exit the French state aid scheme.
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28.3.2 2023 perpetual supersubordinated bonds

Concurrently with the redemption of the supersubordinated notes (refer to Note 28.3.1 “2021
perpetual super-subordinated bonds”), the Group refinanced €320 million on March 17, 2023 and
€407 million on April 19, 2023 by issuing new perpetual subordinated notes with the French State
qualified as compensatory aid, for Air France, for the damasge suffered as a result of Covid-19 between
March 17 and June 30, 2020. These new unconstrained subordinated notes carry similar financial
conditions to those redeemed on the same day, with a deferred call date and interest rate increase
of a further two years (i.e. March 2029). At December 31, 2023, the balance of accrued interest on

subordinated notes totaled €42 million.

28.3.3 Last-rank indefinite subordinated bond convertible into new shares and/or existing shares

On November 16, 2022, Air France-KLM group issued lastrank indefinite subordinated bonds, convertible
into new shares and/or existing shares, for a nominal amount of €301 million, net of issuance costs.
The bonds had been issued at par with a nominal value per bond of €100,000 and with a conversion/
exchange premium of 22.5% over the reference Air France-KLM share price. From the issue date
until November 23, 2025, the bonds bear interest at a nominal rate of 6.5% per annum, payable
quarterly in arrears. From November 23, 2025, the bonds will bear interest at a rate equal to 1,300
basis points above the applicable 3-year Euro Mid-Swap rate as reference rate, subject to review
every three years thereafter. Interest is payable quarterly in arrears. The bonds are for an indefinite
period, and the Air FranceKLM group may, at its option, redeem all the bonds early at par plus interest,
for the first time on November 23, 2025, or over the period from December 14, 2024 to November
23, 2025 if certain conditions linked to the Air France-KLM share price are met. Bondholders may
exercise their conversion/exchange right at any time until November 10, 2025. The conversion/
exchange ratio was initially 65,496.4632 Air France-KLM shares per bond at December 31, 2022. However,
following the reverse stock-split and by decision of the Chief Executive Officer, the conversion ratio
of the last-ranking perpetual subordinated bonds, convertible into new shares and/or exchangeable
for existing shares, has been adjusted and amounts to 6 549,6463 Air FranceKLM shares per bond.
Lastly, the coupon paid during the year amounted to €20 million, and at December 31, 2023, the

balance of accrued coupon totaled €2 million. For details of deeply subordinated notes included in

“Noncontrolling interests”, see Note 28.6.
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5.2.3 CONSOLIDATED BALANCE SHEET
LIABILITIES AND EQUITY

December 31, 2022

(in € millions) December 31, 2023 restated (I
Issued capital 28.1 263 2,571
Additional paid-in capital 28.2 7,560 5,217
Treasury shares 28.2 (25) (25)
Perpetual 28.3 1,076 933
Reserves and retained earnings 28.4 (10,925) (11,700)
Equity attributable to equity holders of Air France-KLM (2,051) (3,004)
Perpetual 28.3 2,524 510
Reserves and retained earnings 28.4 27 14
Equity attributable to non-controlling interests 28.6 2,551 524
Total equity 500 (2,480)
Pension provisions 29 1,685 1,634
Non-current return obligation liabilities and

provisions for leased aircrafts and other provision 30 3,805 4,149
Non-current financial liabilities 31 7,538 9,657
Non-current lease debt 19 3,581 3,318
Non-current derivative financial liabilities 35 56 21
Deferred tax liabilities 134 - 1
Other non-current liabilities 34 1,376 2,343
Total non-current liabilities 18,041 21,123

Current return obligation liabilities and provisions

for leased aircrafts and other provisions 30 1,079 740
Current financial liabilities 31 1,664 896
Current lease debt 19 848 834
Current derivative financial liabilities 35 139 83
Trade payables 2,447 2,424
Deferred revenue on ticket sales 3,858 3,725
Frequent flyer programs 33 899 900
Other current liabilities 34 5,002 4,057
Bank overdrafts 26 13 3
Total current liabilities 15,949 13,662
Total liabilities 33,990 34,785
TOTAL EQUITY AND LIABILITIES 34,490 32,305

NOTE 31 FINANCIAL LIABILITIES

ACCOUNTING PRINCIPLES

Convertible bonds

Convertible bonds are deemed to be financial instruments comprising two components: a bond component recorded as
debt and a stock component recorded in equity. The bond component is equal to the discounted value of all the coupons
due on the bond at the rate of a simple bond that would have been issued at the same time as the convertible
bond. The value of the stock component recorded in the Group’s equity is calculated by the difference between this
value and the bond’s nominal value at issuance. The difference between the financial expense recorded and the
amounts effectively paid out is added, at each closing date, to the amount of the debt component so that, at maturity, the
amount to be repaid if there is no conversion equals the redemption price.

Financial liabilities

Borrowings and financial liabilities are recognized initially at fair value. Subsequent to the initial measurement, they
are recorded: m at their net book value for bonds; m based on amortized cost calculated using the effective interest
rate for the other financial liabilities. Under this principle, any redemption and issue premiums, as well as issue costs,
are recorded as debt in the balance sheet and amortized as financial income or expense over the life of the loans
using the effective interest method.
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2023 2022
(in € millions) Notes Non current Current BEi=l§ Non current Current Total
Perpetual subordinatd loan in Yen 31.1.1 128 - 128 142 - 142
Perpetual subordinatd loan in Swiss Francs 31.1.2 405 - 405 381 - 381
OCEANE (convertible bonds) 31.3.1 = 498 498 487 - 437
Sustainabiity-linked bonds 31.2.2 1,000 - 1,000 - - 0
Plain vanilla bonds 31.2.3 1,381 300 1,681 1,686 = 1,686
Debt on leases with bargin option 3,475 418 3,893 3,163 496 3,659
Loan guaranteed by the French state FiL3 - - 0 2,606 - 2,606
Other financial liabilities 31.4 1,148 330 1,478 1,191 293 1,484
Accrued interest 1 118 119 1 107 108
TOTAL - FINANCIAL LIABILITIES 7,538 1,664 9,202 9,657 896 10,553

31.1 Perpetual subordinated debt

31.1.1 KLM Perpetual subordinated debt in Japanese Yen In 1999, the KLM Group issued perpetual
subordinated bonds in Japanese Yen (JPY) for a principal amount of JPY 30 billion.

Since August 28, 2019, KLM has partially redeemed an amount of JPY 10 billion, leaving the residual
outstanding principal amount at JPY 20 billion, i.e. €128 million as of December 31, 2023. Since this
date, the interests rate applicable on the residual nominal amount has been reset at a fixed rate of
4% per annum.

The residual nominal amount of these perpetual bonds can be redeemed at KLM’s discretion on
each fifth anniversary of the first interest payment date, August 28, 1999. The next option date for
redemption at Par is thus August 28, 2024. Note that an indemnity is due if the JPY loan is redeemed
in a currency other than the JPY. This debt is subordinated to all other existing and future debt at KLM.
31.1.2 KLM perpetual subordinated debt in Swiss Francs

The perpetual subordinated bond debt in Swiss Francs (CHF) was issued by KLM in two tranches, one
in 1985 and one in 1986. The initial nominal amount for these two perpetual bonds combined was
CHF 500 million. Over the years, KLM has proceeded with several partial buy back transactions to
partially redeem the debt. As a result, the total amount now outstanding is CHF 375 million, i.e.
€405 million as of December 31, 2023. Concerning the tranche issued in 1985, KLM is entitled to
early redeem at Par the then-prevailing outstanding residual amount on each tenth anniversary of
the interest payment date. The next “call date” is February 12, 2025. The coupon reset date is
fully aligned with the above mentioned frequency. If the call option is not exercised, the next coupon
reset date is February 12, 2025. The current outstanding coupon is 0.75% per annum. Concerning the
tranche issued in 1986, the KLM Group is entitled to early redeem the outstanding residual nominal
amount at Par on each fifth anniversary of the interest payment date. The next “call date” is May 15, 2026.
The call price amount in 2001 was 101.75% of the notional face value, and thereafter with a premium
declining by 0.25% on each fifth anniversary of the interest payment date. From May 15, 2036, the
amount of early redemption will thus be set at 100% of the residual Par. The debt is subject to the
payment of a coupon of 5.75% per annum. The two CHF perpetual bond debts are ranked “pari
passu” with the JPY perpetual loan debt and are subordinated to all other existing and future debt
at KLM.
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