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AIRNET SYSTEMS, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS

In thousands, except par value

ASSETS
Current assets:
Cash and cash equivalents
Accounts receivable, less allowances
Inventory
Taxes receivable
Deposits and prepaids
Total current assets

Net property and equipment

Other assets:
Goodwill, net of accumulated amortization
Other

Total assets

LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:

Accounts payable

Salaries and related liabilities

Deferred revenues

Accrued expenses

Taxes payable

Deferred income taxes

Current portion of notes payable
Total current liabilities

Other liabilities
Notes payable, less current portion
Deferred tax liability

Shareholders' equity:
Preferred shares, $.01 par value; 10,000 shares authorized; no
shares issued and outstanding
Common shares, $.01 par value; 40,000 shares authorized; 12,763
shares issued at September 30, 2004 and at December 31, 2003
Additional paid-in-capital
Retained earnings
Accumulated other comprehensive loss
Treasury shares, 2,654 and 2,720 shares held at cost at
September 30, 2004 and December 31, 2003, respectively
Total shareholders' equity

Total liabilities and shareholders' equity

See notes to condensed consolidated financial statements

September 30,

December 31,

2004 2003
(unaudited)

$926 $125
22,248 18,647
292 286
1,012 1,401
4,384 3,246
28,862 23,705
106,863 125,102
- 4,018

313 448
$136,038 $153,273
$13,265 $7,442
4,307 4,955
1,286 184
1,102 887

- 76

4 4

21,933 5,256
41,897 18,804
862 1,280
38,301 32,520
408 16,389

128 128
76,963 77,759
1,959 31,938
(35) (35)
(24,445) (25,510)
54,570 84,280
$136,038 $153,273




AIRNET SYSTEMS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS- Unaudited

In thousands, except per share data

NET REVENUES
Delivery services, net of excise tax:
Bank services
Express services
Total delivery services revenues

Passenger charter services
Aviation services and other operations
Total net revenues

COSTS AND EXPENSES
Wages and benefits
Aircraft fuel
Aircraft maintenance
Contracted air costs
Ground courier
Depreciation
Insurance, rent and landing fees
Travel, training and other
Selling, general and administrative
Net (gain) loss on disposition of assets
Impairment of assets
Impairment of goodwill
Total costs and expenses
Income (loss) from continuing operations
Interest expense

Income (loss) from continuing operations before income taxes
Provision (benefit) for income taxes

Income(loss) from continuing operations

Income(loss) from discontinued operations,
net of taxes

Net income (loss)

Income (loss) per share - basic and diluted
Continuing operations
Discontinued operations

Net income (loss) per share - basic and diluted

See notes to condensed consolidated financial statements

Three Months Ended
September 30,

Nine Months Ended
September 30,

2004 2003 2004 2003
$26,616 $25,996 $78,678 $78,000
12,844 9,265 35,725 26,906
39,460 35,261 114,403 104,906
4,266 2,334 11,532 5,550
211 425 613 1,223
43,937 38,020 126,548 111,679
6,519 6,464 19,521 18,823
7,140 4,655 18,862 14,548
3,567 2,750 10,448 9,085
3,540 2,411 9,738 7,596
7,465 6,443 22,494 18,884
5,638 4,549 15,577 13,060
2,230 2,565 7,432 7,193
2,276 2,115 7,488 6,457
3,559 3,846 11,566 11,400
- (24) 289 (6)
42,991 - 42,991 )
4,018 - 4,018 -
88,043 35,774 170,424 107,040
(45,006) 2,246 (43,876) 4,639
777 312 1,552 1,060
(45,783) 1,934 (45,428) 3,579
(15,599) 862 (15,446) 1,503
($30,184) $1,072 ($29,982) $2,076
- ($25) - ($8)
($30,18%) $1,047 ($29,982) $2,068
($2.99) $0.11 ($2.98) $0.21
- ($0.01) - ($0.01)
($2.99) $0.10 ($2.98) $0.20



AIRNET SYSTEMS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS- Unaudited
In thousands Nine Months Ended

September 30,
2004 2003

Operating activities:
Net income (loss) ($29,982) $2,068
Adjustments to reconcile net income (loss) to net cash

provided by (used in) operating activities:

Depreciation 15,577 13,060
Impairment of assets and goodwill 47,009 -
Deferred taxes (15,986) 1,450
Provision for losses on accounts receivable 117 347
(Gain) loss on disposition of assets 289 (93)
Cash provided by (used in) operating assets and liabilities:
Accounts receivable (3,717) (86)
Inventory (6) (215)
Prepaid expenses (1,138) (759)
Accounts payable 5,471 2,093
Deferred revenues and accrued expenses 1,251 1,817
Taxes payable 315 (232)
Salaries and related liabilities (647) (180)
Other, net 137 (26)
Net assets of discontinued operations - 1,188
Net cash provided by operating activities 18,690 20,432
Investing activities:
Purchases of property and equipment (43,721) (13,418)
Proceeds from sales of property and equipment 3,104 17
Proceeds from sale of Mercury Business Services - 122
Net cash used in investing activities (40,617) (13,279)
Financing activities:
Proceeds from incentive stock plan programs 119 141
Net repayments under the revolving credit facility (2,800) (5,700)
Net borrowings (repayments) of long-term debt 25,258 (894)
Issuance (purchase) of treasury shares 151 (236)
Net cash provided by (used in) financing activities 22,728 (6,689)
Net increase in cash 801 464
Cash and cash equivalents at beginning of period 125 1,055
Cash and cash equivalents at end of period $926 $1,519

See notes to condensed consolidated financial statements



AIRNET SYSTEMS, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

1. Basis of Presentation

AirNet Systems, Inc. and its subsidiaries (“AirNet” or the “Company”) operate a fully integrated national air
transportation network which provides delivery service for time-critical shipments for customers in the U.S.
banking industry and other industries requiring the express delivery of packages. AirNet also offers passenger
charter services and retail aviation fuel sales and related ground services.

The accompanying condensed consolidated financial statements include the accounts of AirNet Systems, Inc. and
its subsidiaries. These financial statements are unaudited and have been prepared in accordance with the
instructions for Form 10-Q. Certain information and footnote disclosures normally included in financial statements
prepared in accordance with accounting principles generally accepted in the United States of America have been
condensed or omitted as permitted by the instructions for Form 10-Q. These condensed consolidated financial
statements should be read in conjunction with the consolidated financial statements and notes thereto included in
AirNet Systems, Inc.’s Annual Report on Form 10-K for the fiscal year ended December 31, 2003. The results of
operations for the quarterly and nine month periods ended September 30, 2004 are not necessarily indicative of
the results for the full year.

The financial information included herein reflects all adjustments (consisting of normal recurring adjustments),
which are, in the opinion of management, necessary for a fair presentation of the results of interim periods.

The preparation of the condensed consolidated financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and assumptions that
affect the amounts reported in those financial statements and accompanying notes thereto. Actual results could
differ from those estimates.

Certain reclassifications have been made in the prior year’s financial statements to conform to the presentation for
the three and nine month periods ended September 30, 2004.

2. Impairment of Assets and Goodwill

AirNet recognizes impairment losses on long-lived assets used in operations in accordance with SFAS No.144,
“Accounting for the Impairment or Disposal of Long-Lived Assets” (SFAS No. 144). AirNet recognizes impairment
losses on long-lived assets used in operations, when events or changes in circumstances indicate, in
management’s judgment, that the assets might be impaired and the undiscounted cash flows estimated to be
generated by those assets are less than the carrying value of those assets. The net carrying value of the assets
not recoverable is reduced to fair market value if lower than carrying value. In determining the fair market value of
the assets, AirNet considers market trends, published market data, and recent transactions involving sales of
similar assets.

AirNet's long-lived assets used in its cargo operations, consisting primarily of aircraft and spare parts, were
determined to be impaired as of September 30, 2004. This determination was made as a result of recent industry
trends in the adoption of electronic payment alternatives and evolving electronic alternatives to the physical
movement of cancelled checks at a more rapid pace than previously anticipated by the industry. AirNet believes
that enactment of the Check 21 Act in October 2004 will contribute to this trend. Furthermore, recent market data
and other disclosures by the Federal Reserve confirm the accelerating decline in cancelled check volume. AirNet's
cargo airline was originally designed, and continues to operate, primarily to meet the needs of Bank services
customers. AirNet believes that its airline capacity will exceed future demand, creating an impairment of the
aircraft and related assets. The impairment also reflects the overall decline in the market values of the aircraft in
its cargo fleet which have not recovered as in previous economic cycles. AirNet determined that the expected
future undiscounted cash flows from its assets used in its cargo operations were less than the carrying value of
those assets and were impaired. Accordingly, a non-cash impairment charge of $43.0 million was recorded as of
September 30, 2004, using estimated aircraft fair values. The aircraft fair values used for this purpose are based
upon published market sources as of September 30, 2004, which are also used under AirNet's Amended Credit
Agreement (See Note 7).



Under SFAS No. 142, “Goodwill and Other Intangible Assets”, AirNet evaluates its goodwill for impairment
annually, or more frequently if changes in circumstances indicate impairment may have occurred sooner. AirNet
determined that as a result of the impairment of its long-lived assets used in its cargo operations, the remaining
goodwill assigned to the cargo operations should be evaluated for potential impairment. AirNet evaluates the fair
value of its goodwill related to its cargo operations based upon a discounted future cash flow analysis. As a result
of the impairment test AirNet determined that its goodwill was impaired and, accordingly, a non-cash impairment
charge of $4.0 million was recorded.

3. Stock Plans and Awards

SFAS No. 148, Accounting for Stock-Based Compensation-Transition and Disclosure, requires prominent
disclosures in both annual and interim financial statements regarding the method of accounting for stock-based
employee compensation and the effect of the method used on reported results.

The Company accounts for its employee and director stock-based compensation plans under the recognition and
measurement principles of APB Opinion No. 25, Accounting for Stock Issued to Employees, and related
interpretations. No stock-based employee compensation cost is reflected in net income, as all options granted
have an exercise price equal to the market value of the underlying common shares on the date of grant. Pro
forma information regarding net income (loss) and net income (loss) per share, as required by SFAS No. 148, has
been determined as if the Company had accounted for its employee stock options under the fair value method of
SFAS No. 123, Accounting for Stock-Based Compensation. The fair value of these options was estimated at the
date of grant using the Black-Scholes option pricing model.

The following table illustrates the effect on net income (loss) and net income (loss) per share as if the Company
had applied the fair value recognition provisions of SFAS No. 123 to stock-based employee compensation (in
thousands, except per share data):

Three Months Ended Nine Months Ended
September 30, September 30,
2004 2003 2004 2003
Net income (loss), as reported ($30,184) $1,047 ($29,982) $2,068
Deduct: Total stock-based employee compensation
expense determined under fair value method for all
awards, net of related tax effects (34) (23) (154) (108)
Pro forma net income (loss) ($30,218) $1.024 ($30,136) $ 1,960
Net income (loss) per share
As reported
Basic and diluted ($2.99) $.10 ($2.98) $.20
Pro forma
Basic and diluted ($2.99) $.10 ($2.99) $.19



4. Income (Loss) Per Share From Continuing Operations

The following table sets forth the computation of basic and diluted income (loss) per common share from
continuing operations (in thousands, except per share data):

Three Months Ended Nine Months Ended
September 30, September 30,
2004 2003 2004 2003
Numerator:
Income (loss) from continuing operations ($30,184) $1,072 ($29,982) $2,076
Denominator:
Basic — weighted average shares outstanding 10,100 10,070 10,070 10,106
Diluted
Stock options—employees, officers, and directors - 19 - 20
Adjusted weighted average shares outstanding 10,100 10,089 10,070 10,126
Income (loss) per share from continuing operations
Basic and diluted ($2.99) $0.11 $0.21
($2.98)

Common shares subject to outstanding stock options excluded from the diluted adjusted weighted average shares
outstanding calculation were 771,207 and 742,927 for the three and nine month periods ended September 30,
2004, respectively. These options were antidilutive and excluded from the calculation because (1) the exercise
price of these options was greater than the average fair market value of the underlying common shares in the
respective periods or (2) the losses for the three and nine month periods ended September 30, 2004 caused the
options to be antidilutive.

5. Comprehensive Income

Comprehensive income is comprised of net income of the Company and the change in the fair value of interest
rate swap agreements, net of income taxes. Comprehensive income (loss) for the nine months ended September
30, 2004 and September 30, 2003 was ($29,642,000) and $2,081,000, respectively. Comprehensive income (loss)
for the three months ended September 30, 2004 and 2003 was ($30,184,000) and $1,060,000, respectively.

6. Discontinued Operations

On August 11, 2003, AirNet Systems, Inc. completed the sale of substantially all of the assets of its Mercury
Business Services unit to Mercury Business Services, Inc., a Delaware corporation owned by a group that include
the original owners of the Mercury business.

The sales price of the transaction was approximately $1.1 million. Mercury Business Services, Inc. paid
approximately $455,000 of the sales price through the issuance of a ninety day promissory note secured by the
assets being sold and guaranteed by each of the shareholders of Mercury Business Services, Inc. Under the
terms of the Asset Purchase Agreement, approximately $536,000 of the purchase price was paid with AirNet
Systems, Inc. common shares owned by the shareholders of Mercury Business Services, Inc., including 56,000
common shares tendered to AirNet Systems, Inc. prior to closing at $4.30 per share (the closing price of the AirNet
Systems, Inc. common shares on the NYSE on July 25, 2003) and 68,494 common shares tendered to AirNet
Systems, Inc. on the closing date at $4.31 per share (the average closing price of the AirNet Systems, Inc.
common shares on the NYSE on August 4-6, 2003). The balance of the sales price was paid in cash.

AirNet accounted for these operations as discontinued operations.

The Mercury Business Services unit had revenues of $1.0 million and $5.9 million for the three and nine month
periods ended September 30, 2003, respectively.

Pre-tax loss for AirNet's Mercury Business Services unit was $41,000 and $13,000 for the three and nine month
periods ended September 30, 2003, respectively.



7. Bank Financing Matters

In June 2004, AirNet entered into an amended and restated term loan and revolving loan credit facility (collectively,
the "Amended Credit Agreement") with its banks. The Amended Credit Agreement provides AirNet with a secured
revolving credit facility with up to $35.0 million available and a secured term loan in the aggregate amount of
$14.0 million. The amount of revolving loans available under the Amended Credit Agreement is further limited to a
borrowing base equal to the aggregate of 80% of eligible accounts receivable, plus 50% of eligible inventory, plus
70% of the market value of certain fixed assets, reduced by the aggregate amount of AirNet's outstanding letters of
credit. As of September 30, 2004, $16.0 million and $12.0 million were outstanding under the secured revolving
credit facility and secured term loan, respectively. As of September 30, 2004, AirNet had approximately $19.0
million available to borrow on its secured revolving loan facility.

The revolving credit facility under the Amended Credit Agreement expires on September 30, 2005 and the secured
term loan matures on September 30, 2007. As of September 30, 2004, approximately $16.0 million of the
revolving credit facility was reclassified on Airnet's Condensed Consolidated Balance Sheet as current liabilities.
Quarterly principal payments of $1.0 million are required for the secured term loan beginning in June 2004 and
continuing through September 30, 2007. The Amended Credit Agreement is secured by a first lien on all of the
property of AirNet and its subsidiaries, other than any interest in real estate and certain excluded fixed assets. The
Amended Credit Agreement permits AirNet and its subsidiaries to incur other indebtedness for the purpose of
purchasing or refinancing aircraft and related tangible fixed assets, subject to certain annual limitations. AirNet
has also pledged the interests in its subsidiaries, and each of AirNet's subsidiaries has guaranteed AirNet's
obligations under the Amended Credit Agreement. The Amended Credit Agreement contains limitations on
operating leases, indebtedness, significant corporate changes including mergers and sales of assets, investments
in subsidiaries and acquisitions, liens, capital expenditures, transactions with affiliates, sales of accounts
receivable, sale and leaseback transactions and other off-balance sheet liabilities, contingent obligations and
hedging transactions. The Amended Credit Agreement also contains financial covenants that require AirNet to
maintain a minimum consolidated tangible net worth and to not exceed fixed charge coverage and leverage ratios
specified in the Amended Credit Agreement. As a result of the impairment charge taken in September 2004 as
described in Note 2, AirNet was not in compliance with the fixed charge coverage ratio and the leverage ratio
calculated as of September 30, 2004, and AirNet would not be in compliance with the minimum consolidated
tangible net worth requirement to be calculated as of December 31, 2004 (pursuant to the Amended Credit
Agreement, this ratio is calculated annually as of December 31, AirNet's fiscal year-end). Effective as of
November 12, 2004, AirNet and its lenders under the Amended Credit Agreement executed a waiver of any
defaults or potential defaults under the Amended Credit Agreement which resulted or may have resulted from the
non-compliance with the foregoing financial covenants caused by the impairment charge. Additionally, effective as
of November 12, 2004, AirNet and its lenders under the Amended Credit Agreement executed a Change in Terms
Agreement which modified the foregoing financial covenants so that, on a going-forward basis, the impairment
charge does not cause a default or potential default of these financial covenants in the future.

The Amended Credit Agreement bears interest, at AirNet’s option, at (a) a fixed rate equal to LIBOR plus a margin
determined by AirNet's leverage ratio as defined in the Amended Credit Agreement, or (b) a floating rate based on
the greater of the sum of (i) the prime rate established by The Huntington National Bank from time to time plus a
margin determined by AirNet's leverage ratio and (ii) the sum of 0.5% plus the federal funds rate in effect from
time to time. After the effective date of the Amended Credit Agreement, AirNet paid off its three five-year term
loans totaling approximately $3.4 million incurred during first quarter 2002.

During the second quarter 2004, AirNet entered into four seven-year term loans totaling $22.5 million with fixed
interest rates of approximately 6.7%. As of September 30, 2004, there was $22.3 million outstanding on these
secured term loans, and the net book value of the aircraft securing the loans totaled approximately $28.5 million.
In July 2004, AirNet financed two additional passenger charter Learjet 60’s for the Passenger Charter fleet at $5.0
million each with fixed rates of approximately 6.5%, for a total of $32.5 million in financing related to AirNet’s
Passenger Charter services. AirNet has pledged the interests in its subsidiaries, and each of AirNet’s subsidiaries
has guaranteed AirNet’s obligations under the term loans. Each of the term loans is secured by aircraft used in
the Passenger Charter fleet.



AIRNET SYSTEMS, INC.

ITEM 2 - MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

Safe Harbor Statement

Except for the historical information contained in this Form 10-Q, the matters discussed, including, but not limited
to, information regarding future economic performance and plans and objectives of AirNet's management, are
forward-looking statements that involve risks and uncertainties. When used in this document, the words “believe”,
“anticipate”, “estimate”, “expect’, “intend”, “may”, “plan”, “project” and similar expressions are intended to be
among statements that identify forward-looking statements. Such statements involve risks and uncertainties
including, but not limited to, the following which could cause actual results to differ materially from any forward-
looking statement: potential regulatory changes by the Federal Aviation Administration (“FAA”), which could
increase the regulation of AirNet's business, or potential regulatory changes by the Federal Reserve which could
change the competitive environment of transporting cancelled checks; changes in check processing and shipment
patterns of bank customers; the continued acceleration of migration of AirNet's Bank customers to electronic
alternatives to the physical movement of cancelled checks; adverse weather conditions; declines in the values of
aircraft in AirNet's fleet and any related asset impairment charges; the ability to successfully market the passenger
charter business in light of global changes in the commercial airline industry; potential changes in locally and
federally mandated security requirements; increases in aviation fuel costs not fully offset by AirNet's fuel surcharge
program; potential cost overruns associated with the construction of a new facility at Rickenbacker International
Airport; acts of war and terrorist activities; the acceptance of AirNet’s time-critical service offerings within targeted
Express markets; technological advances and increases in the use of electronic funds transfers; the availability
and cost of financing required for operations; the impact of unusual items resulting from ongoing evaluations of
our business strategies; as well as other economic, competitive and domestic and foreign governmental factors
affecting AirNet's markets, prices and other facets of its operations. Should one or more of these risks or
uncertainties materialize, or should underlying assumptions prove incorrect, actual outcomes may vary materially
from those indicated. Please refer to the sections captioned “Forward-looking statements” and “Risk Factors” in
Item 7 of the Annual Report on Form 10-K for the fiscal year ended December 31, 2003 of AirNet Systems, Inc.
(File No. 1-13025) for additional details relating to risk factors that could affect AirNet’s results and cause those
results to differ materially from those expressed in forward-looking statements.

General
Critical Accounting Policies and Estimates

The preparation of financial statements in accordance with accounting principles generally accepted in the United
States of America requires management to adopt accounting policies and make significant judgments and
estimates to develop amounts reflected and disclosed in the financial statements. In many cases, there are
alternative policies or estimation techniques that could be used. AirNet maintains a thorough process to review the
application of its accounting policies and to evaluate the appropriateness of the estimates; however, even under
optimal circumstances, estimates routinely require adjustment based on changing circumstances and the receipt
of new or better information.

Management has discussed the development and selection of AirNet’s critical accounting policies and estimates
with the Audit Committee of AirNet Systems, Inc.’s Board of Directors and with its independent auditors. AirNet's
critical accounting policies have not changed significantly from the policies disclosed in Item 7 of AirNet Systems,
Inc.’s Annual Report on Form 10-K for the fiscal year ended December 31, 2003.

AirNet's audited consolidated financial statements for the fiscal year ended December 31, 2003, included in ltem 8
of AirNet Systems, Inc.’s Annual Report on Form 10-K for the fiscal year ended December 31, 2003, contain
additional disclosures regarding AirNet's significant accounting policies and Item 7 of that Annual Report on Form
10-K includes a summary of AirNet’s critical accounting policies. The information appearing therein may be useful
when reading this discussion and analysis of financial condition and results of operations.
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Results of Operations

Net Revenues

In ‘000's

Revenues 3 months ending 3 months ending $ Increase % Increase 9 months ending 9 months ending $ Increase % Increase
September 30, September 30, (Decrease) (Decrease) September 30, September 30, (Decrease) (Decrease)
2004 2003 2003102004 2003 to 2004 2004 2003 200310 2004 2003 to 2004

Package Delivery Services:
Bank Services $26,616 $25,996 $620 2% $78,678 $78,000 $678 1%
Express Services 12,844 9,265 3,579 39% 35,725 26,906 8,819 33%
Total Package Delivery Services 39,460 35,261 4,199 12% 114,403 104,906 9,497 9%
Passenger Charter Services 4,266 2,334 1,932 83% 11,532 5,550 5,982 108%
Aviation Services 211 425 (214) (50%) 613 1,223 (610) (50%)
Total Net Revenues $43,937 $38,020 $5,917 16% $126,548 $111,679 $14,869 13%

AirNet has experienced overall net revenue growth for the three months and nine months ended September 30, 2004 over
the same periods of the prior year. This can be attributed to several factors including increased Express shipment volume
and growth in Passenger Charter services as well as additional fuel surcharge revenues.

Bank Services Revenues

In ‘000's
Revenues 3 months ending 3 months ending $ Increase % Increase 9 months ending 9 months ending $ Increase % Increase
September 30, September 30, (Decrease) (Decrease) September 30, September 30, (Decrease) (Decrease)
2004 2003 2003102004 2003 to 2004 2004 2003 2003102004 2003 to 2004
Bank Weekday $23,600 $23,845 ($245) (1%) $70,956 $71,333 ($377) (1%)
Bank Weekend 1,948 1,890 58 3% 5,826 5,533 293 5%
Fuel Surcharge 1,688 841 847 101% 3,792 2,972 820 28%
Federal Excise Tax (620) (580) (40) 7% (1,896) (1,838) (58) 3%
Net Revenues $26,616 $25,996 $620 2% $78,678 $78,000 $678 1%

Bank weekday revenues decreased in the quarter and year -to-date 2004 as compared to the same periods of the
prior year. The third quarter decrease was primarily due to a decrease in the total number of shipments as well as
the number of pounds per shipment by the Company’s bank customers, while the year -to-date decrease was
primarily due to a decrease in the number of pounds per shipment. Increased fuel prices in the third quarter and

year-to-date 2004 resulted in significantly higher fuel surcharge revenues compared to the same quarter and year -
to-date 2003. AirNet believes that lower check delivery volume as a result of historically low interest rates, the
declining use of checks, and the Check 21 Act which became effective in October 2004, will contribute to a
significant reduction in bank revenues in future periods, as will increased competitive factors from regional carriers

and transportation cost reduction initiatives by AirNet's Ban k customers.

Express Services Revenues

In ‘000's
Revenues 3 months ending 3 months ending $ Increase % Increase 9 months ending 9 months ending $ Increase % Increase
September 30, September 30, (Decrease) (Decrease) September 30, September 30, (Decrease) (Decrease)
2004 003 2003102004 2003 to 2004 2004 2003 2003102004 2003 to 2004
Express services $12,723 $9,339 $3,384 36% $35,553 $26,978 $8,575 32%
Fuel Surcharge 508 209 299 143% 1,269 742 527 71%
Federal Excise Tax (387) (283) (104) 37% (1,097) (814) (283) 35%
Net Revenues $12,844 $9,265 $3,579 39% $35,725 $26,906 $8,819 33%
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Express services revenues continue to increase as a percentage of total revenues, increasing from 24.4% to

29.2% of total revenue for the quarter and from 24.1% to 28.2% year -to-date compared to the same periods of the
prior year. Shipments using AirNet’s air transportation network were up 4% and 5% for the quarter and year -to-
date, respectively. Shipments sent via commercial airlines increased 23% and 36% for the quarter and year -to-
date, respectively, and point to point surface shipments increa sed 34% and 38% for the quarter and year -to-date,
respectively. Commercial air and point to point surface shipments generally incur higher courier costs compared

to shipments using AirNet'’s airline. The increase in shipments sent via commercial airlines is principally due to an
increase in shipments outside the AirNet airline’s scheduled delivery times and locations, which generally results in

lower gross margins per shipment than shipments carried on AirNet's airline.

Passenger Charter Services Revenues

In ‘000’s

Revenues 3 months ending 3 months ending 0 9 months ending 9 monthsending .
September 30, September 30, $ Increase % Increase September 30, September 30, % Increase % Increase
2004 2003 (Decrease) (Decrease) 2004 2003 (Decrease) (Decrease)
2003 to 2004 2003 to 2004 2003 to 2004 2003 to 2004

Passenger Charter Services $4,266 $2,334 $1,932 83% $11,532 $5,550 $5,982 108%

Passenger Charter services revenues continue to grow as a percentage of total revenues, as AirNet has invested
in additional aircraft to support additional passenger charter demand. Revenues increased from 6.1% to 9.7% of
total revenue for the quarter and from 5.0% to 9.1% year-to-date compared to the same periods of the prior year.
AirNet increased the number of passenger charter aircraft it operates from seven aircraft (two Learjet 60’s and five
Learjet 35's) at September 30, 2003 to fourteen (ten Learjet 60’s and four Learjet 35’'s) at Se ptember 30, 2004.

Costs and Expenses

In '000’s

Costs and Expenses

3 months ending 3 months ending $ Increase % Increase 9 months ending 9 months ending $ Increase $ Increase
September 30, September 30, (Decrease) (Decrease) September 30, September 30, (Decrease) (Decrease)
2004 2003 2003 t0 2004 2003 to 2004 2004 2003 2003102004 2003 to 20C
Wages and benefits $6,519 $6,464 $55 1% $19,521 $18,823 $698 4y
Aircraft fuel 7,140 4,655 2,485 53% 18,862 14,548 4,314 30%
Aircraft maintenance 3,567 2,750 817 30% 10,448 9,085 1,363 15%
Contracted air costs 3,540 2,411 1,129 47% 9,738 7,596 2,142 28%
Ground courier 7,465 6,443 1,022 16% 22,494 18,884 3,610 19%
Depreciation 5,638 4,549 1,089 24% 15,577 13,060 2,517 19%
Insurance, rent and landing fees 2,230 2,565 (335) (13%) 7,432 7,193 239 3y
Travel, training and other 2,276 2,115 161 8% 7,488 6,457 1,031 16¥
Selling, general and admini strative 3,559 3,846 (287) (8%) 11,566 11,400 166 2y
Net (gain) loss on disposition of assets 0 (24) 24 289 (6) 295
41,934 35,774 6,160 17% 123,415 107,040 16,375 15%
Impairment of assets 42,991 0 42,991 42,991 0 42,991
Impairment of goodwill 4,018 0 4,018 4,018 0 4,018
Total costs and expenses $88,943 $35,774 $53,169 $170,424 $107,040 $63,384

As operating activities for AirNet's Express and Passenger Charter services continue to increase, total operating
costs and expenses increased for both the quarter and year-to-date compared to the same periods of the prior
year.

Increases in fuel costs, wages, maintenance and depreciation are attributable, in part, to the expansion of AirNet's

Passenger Charter Services. Five aircraft, two of which are managed aircraft, have been added to AirNet's
Passenger Charter fleet in the first nine months of 2004. An additional 16 pilots were hired during this nine month

period compared to the prior year to support Passenger Charter Services.
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Fuel costs increased for both the quarter and year-to-date as a result of increasing fuel prices, additional fuel
purchased at higher retail rates at FBO locations outside of the Port Columbus facility, and additional fuel
purchases related to the increase in Passenger Charter Services. Fuel costs related to Passenger Charter
Services increased by $615,000 and $1,305,000, respectively, for the quarter and year-to-date. The increase in
fuel costs, net of fuel surcharge, related to AirNet's cargo fleet was approximately $723,000 and $1,662,000 for the
quarter and year-to-date.

Ground courier costs continue to increase as AirNet serves a broader group of customers outside of AirNet's
traditional bank customer. AirNet's growing number of Express customers are more costly to serve than the
traditional bank customer due to more unscheduled pickup and delivery services and more geographically
dispersed locations. Ground courier costs have risen as Express shipments continue to increase as a proportion
of total shipments. The growth rate in shipments transported either exclusively via point to point surface or
commercial airlines is increasing as AirNet expands the number of Express customers; a trend Management
believes will continue.

Depreciation increased as a result of the addition of five Learjet 60’s (acquired in December 2003, January, May
and June 2004) to the Passenger Charter fleet since the end of the 2003 fiscal year and continuing reductions to
AirNet's estimates of aircraft and engine salvage values.

AirNet recognizes impairment losses on long-lived assets used in operations in accordance with SFAS No.144,
“Accounting for the Impairment or Disposal of Long-Lived Assets” (SFAS No. 144). AirNet recognizes impairment
losses on long-lived assets used in operations, when events or changes in circumstances indicate, in
management’s judgment, that the assets might be impaired and the undiscounted cash flows estimated to be
generated by those assets are less than the carrying value of those assets. The net carrying value of the assets
not recoverable is reduced to fair market value if lower than carrying value. In determining the fair market value of
the assets, AirNet considers market trends, published market data, and recent transactions involving sales of
similar assets.

AirNet's long-lived assets used in its cargo operations, consisting primarily of aircraft and spare parts, were
determined to be impaired as of September 30, 2004. This determination was made as a result of recent industry
trends in the adoption of electronic payment alternatives and evolving alternatives to the physical movement of
cancelled checks at a more rapid pace than previously anticipated by the industry. AirNet believes that enactment
of the Check 21 Act in October 2004 will contribute to this trend. Furthermore, recent market data and other
disclosures by the Federal Reserve confirm the accelerating decline in cancelled check volume. AirNet's cargo
airline was originally designed, and continues to operate, primarily to meet the needs of Bank services customers.
AirNet believes that its airline capacity will exceed future demand, creating an impairment of the aircraft and
related assets. The impairment also reflects the overall decline in the market values of the aircraft in its cargo fleet
which have not recovered as in previous economic cycles. AirNet determined that the expected future
undiscounted cash flows from its assets used in its cargo operations were less than the carrying value of those
assets and were impaired. Accordingly, a non-cash impairment charge of $43.0 million was recorded as of
September 30, 2004, using estimated aircraft fair values. The aircraft fair values used for this purpose are based
upon published market sources as of September 30, 2004, which are also used under AirNet's Amended Credit
Agreement (See Note 7).

Under SFAS No. 142, “Goodwill and Other Intangible Assets”, AirNet evaluates its goodwill for impairment
annually, or more frequently if changes in circumstances indicate impairment may have occurred sooner. AirNet
determined that as a result of the impairment of its long-lived assets used in its cargo operations, the remaining
goodwill assigned to the cargo operations should be evaluated for potential impairment. AirNet evaluates the fair
value of its goodwill related to its cargo operations based upon a discounted future cash flow analysis. As a result
of the impairment test AirNet determined that its goodwill was impaired and, accordingly, a non-cash impairment
charge of $4.0 million was recorded.

AirNet recognized a net loss on disposition of assets during the nine months ended September 30, 2004. This
amount included a loss of approximately $584,000 related to an accident involving one of its cargo aircraft (net of
insurance proceeds of $2,300,000). In addition, as AirNet continues to adjust its aircraft fleet in response to
changing customer needs, AirNet sold seven piston aircraft during the nine months ended September 30, 2004
resulting in a loss on sale of approximately $114,000. Offsetting these losses was a gain on the sale of an aircraft
of approximately $400,000.
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Liquidity and Capital Resources

Cash flow from operating activities. Net cash provided by operating activities was $14.9 million for the nine
months ended September 30, 2004, compared to $20.4 million for the same period in 2003.

Financing Matters

In June 2004, AirNet entered into an amended and restated term loan and revolving loan facility (collectively, the
"Amended Credit Agreement"”) with its banks. The Amended Credit Agreement provides AirNet with a secured
revolving credit facility with up to $35.0 million available and a secured term loan in the aggregate amount of
$14.0 million. The amount of revolving loans available under the Amended Credit Agreement is further limited to a
borrowing base equal to the aggregate of 80% of eligible accounts receivable, plus 50% of eligible inventory, plus
70% of the market value of certain fixed assets, reduced by the aggregate amount of AirNet's outstanding letters of
credit. As of September 30, 2004, $16.0 million and $12.0 million were outstanding under the secured revolving
credit facility and secured term loan, respectively. As of September 30, 2004, AirNet had approximately $19.0
million available to borrow on its secured revolving loan facility.

The revolving credit facility under the Amended Credit Agreement expires on September 30, 2005 and the secured
term loan matures on September 30, 2007. Quarterly principal payments of $1.0 million are required for the
secured term loan beginning in June 2004 and continuing through September 30, 2007. The Amended Credit
Agreement is secured by a first lien on all of the property of AirNet and its subsidiaries, other than any interest in
real estate and certain excluded fixed assets. The Amended Credit Agreement permits AirNet and its subsidiaries
to incur other indebtedness for the purpose of purchasing or refinancing aircraft and related tangible fixed assets,
subject to certain annual limitations. AirNet has also pledged the interests in its subsidiaries, and each of AirNet's
subsidiaries has guaranteed AirNet's obligations under the Amended Credit Agreement. The Amended Credit
Agreement contains limitations on operating leases, indebtedness, significant corporate changes including
mergers and sales of assets, investments in subsidiaries and acquisitions, liens, capital expenditures, transactions
with affiliates, sales of accounts receivable, sale and leaseback transactions and other off-balance sheet liabilities,
contingent obligations and hedging transactions. The Amended Credit Agreement also contains financial
covenants that require AirNet to maintain a minimum consolidated tangible net worth and to not exceed fixed
charge coverage and leverage ratios specified in the Amended Credit Agreement. As a result of the impairment
charge taken in September 2004 as described in Note 2, AirNet was not in compliance with the fixed charge
coverage ratio and the leverage ratio calculated as of September 30, 2004, and AirNet would not be in compliance
with the minimum consolidated tangible net worth requirement to be calculated as of December 31, 2004
(pursuant to the Amended Credit Agreement, this ratio is calculated annually as of December 31, AirNet's fiscal
year-end). Effective as of November 12, 2004, AirNet and its lenders under the Amended Credit Agreement
executed a waiver of any defaults or potential defaults under the Amended Credit Agreement which resulted or
may have resulted from the non-compliance with the foregoing financial covenants caused by the impairment
charge. Additionally, effective as of November 12, 2004, AirNet and its lenders under the Amended Credit
Agreement executed a Change in Terms Agreement which modified the foregoing financial covenants so that, on a
going-forward basis, the impairment charge does not cause a default or potential default of these financial
covenants in the future.

The Amended Credit Agreement bears interest, at AirNet’s option, at (a) a fixed rate equal to LIBOR plus a margin
determined by AirNet's leverage ratio as defined in the Amended Credit Agreement, or (b) a floating rate based on
the greater of the sum of (i) the prime rate established by The Huntington National Bank from time to time plus a
margin determined by AirNet's leverage ratio and (ii) the sum of 0.5% plus the federal funds rate in effect from
time to time. After the effective date of the Amended Credit Agreement, AirNet paid off its three five-year term
loans totaling approximately $3.4 million incurred during first quarter 2002.

AirNet is negotiating with its banks for the extension of its revolving credit facility. However, there can be no
assurance that AirNet will be able to reach agreement with the banks as to such an extension. Management is
addressing, and has addressed, its short-term liquidity requirements. AirNet has signed a letter of intent with
another lender to finance $8.5 million of its Rickenbacker facility, which is subject to credit, appraisal and
environmental review which are acceptable to the lender.

AirNet continues to aggressively pursue growth and diversification opportunities in several markets. AirNet will

continue to analyze strategic alternatives and will consider the use of an investment banker in the development
and evaluation of those alternatives.
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During the second quarter 2004, AirNet entered into four seven-year term loans totaling $22.5 million with fixed
interest rates of approximately 6.7%. As of September 30, 2004, there was $22.3 million outstanding on these
secured term loans, and the net book value of the aircraft securing the loans totaled approximately $28.5 million.
In July 2004, AirNet financed two additional passenger charter Learjet 60’s for the Passenger Charter fleet at $5.0
million each with fixed rates of approximately 6.5%, for a total of $32.5 million in financing related to AirNet’s
Passenger Charter services. Each of the term loans is secured by aircraft used in the Passenger Charter fleet.

Investing activities. Capital expenditures totaled $43.7 million for the nine months ended September 30, 2004
versus $13.4 million for the same period in 2003. Of the 2004 expenditures, $34.2 million was for the purchase of
four Learjet 60's dedicated to Passenger Charter services, major periodic aircraft inspections, and major engine
overhauls and related flight equipment. AirNet anticipates it will spend between $48.0 million and $52.0 million in
total capital expenditures in 2004. AirNet anticipates it will continue to acquire aircraft and flight equipment as
necessary to maintain growth and continue offering quality service to its customers and will evaluate whether
future asset acquisitions should be purchases or leases.

AirNet Systems, Inc. announced a stock repurchase plan in February 2000 allowing AirNet Systems, Inc., to
purchase up to $3.0 million of its common shares. As of the end of the 2001 fiscal year, $2.4 million of common
shares had been repurchased, and there has been no repurchase activity under the plan since. As such,
purchases of approximately $0.6 million of the common shares of AirNet Systems, Inc., may still be made over
time in the open market or through privately negotiated transactions. Such future purchases would be considered
based on current market conditions, the stock price and funds available for repurchase. AirNet Systems, Inc.,
acquired 52,410 common shares, outside the repurchase plan, for $249,996 on January 2, 2003 from former
Chairman Gerald Mercer under the terms of his retirement agreement.

AirNet anticipates that operating cash and capital expenditure requirements will continue to be funded by cash flow
from operations, cash on hand, borrowings in conjunction with the Amended Credit Agreement or other sources,
including leasing. There were no material capital commitments at September 30, 2004, other than the
Company'’s construction of its new office and hangar facility described below.

In anticipation of AirNet's move to its new facility within the Rickenbacker International Airport (“Rickenbacker”),
on January 20, 2004, AirNet entered into an agreement to sell its current facility at 3939 International Gateway in
Columbus, Ohio (the “Port Columbus Facility”) to the Columbus Regional Airport Authority for $3.9 million. AirNet
has retained the right to continue to occupy the Port Columbus Facility until construction and relocation to the new
the Rickenbacker site (the “Rickenbacker Facility”) is complete, which is expected to be the second quarter of
2005.

On January 20, 2004, AirNet entered into a Land Lease with the Columbus Regional Airport Authority to lease
approximately 8 acres located within Rickenbacker. Rickenbacker is located in Franklin and Pickaway Counties,
Ohio, southeast of Columbus, Ohio, approximately fifteen miles from AirNet's Port Columbus Facility. AirNet is
constructing a new corporate and operational headquarters at the Rickenbacker Facility. Construction of the
Rickenbacker Facility is anticipated to be completed in the summer of 2005. As of September 30, 2004, $5.7
million financed using AirNet's revolving credit facility has been invested in the construction of the Rickenbacker
facility, with a total estimated cost of $12.5 million. Upon completion of the Rickenbacker Facility, AirNet's current
corporate and operational functions that are conducted at the Port Columbus Facility, and the administrative
functions being conducted at 555 Morrison Avenue, will be consolidated at the new Rickenbacker Facility.

There have been no material changes in AirNet’s contractual obligations from those disclosed in AirNet System
Inc.’s Annual Report on Form 10-K for the fiscal year ended December 31, 2003, except for new debt as disclosed
above.

Off-Balance Sheet Arrangements

AirNet has no “off-balance sheet” arrangements as of September 30, 2004, as that term is described by the
Securities and Exchange Commission.

15



Seasonality and Variability in Quarterly Results

AirNet’ s operations historically have been somewhat seasonal and somewhat dependent on the number of banking
holidays falling during the week. Because financial institutions are currently AirNet’ s principal customers, AirNet' s
air system is scheduled primarily around the needs of financial institution customers. When financial institutions
are closed, AirNet does not operate a full system. AirNet' s fiscal quarter ending December 31 is often the most
impacted by bank holidays (including Thanksgiving and Christmas) recognized by its primary customers. When
these holidays fall on Monday through Thursday, AirNet' s revenues and net income are adversely affected.
AirNet’ s annual results fluctuate as well based on when holidays fall during the week over the course of the year.
Operating results are also affected by the weather. AirNet generally experiences higher maintenance costs during
its fiscal quarter ending March 31. Winter weather often requires additional costs for de-icing, hangar rental and
other aircraft services.

Iltem 3. Quantitative and Qualitative Disclosures About Market Risk
Inflation and Interest Rates

AirNet is exposed to certain market risks from transactions that are entered into during the normal course of
business. AirNet’ s primary market risk exposure relates to interest rate risk. At September 30, 2004, AirNet had a
$28.0 million outstanding balance under its Amended Credit Agreement (described above in “ltem 2 —
Management’ s Discussion and Analysis of Financial Condition and Results of Operations” ) subject to market rate
changes in interest. The Amended Credit Agreement bears interest, at AirNet’ s option, at (a) a fixed rate equal to
LIBOR plus a margin determined by AirNet’ s leverage ratio as defined in the Amended Credit Agreement, or (b) a
floating rate based on the greater of the sum of (i) the prime rate established by The Huntington National Bank
from time to time plus a margin determined by AirNet' s leverage ratio as definded in the Amended Credit
Agreement and (ii) the sum of 0.5% plus the federal funds rate in effect from time to time. Assuming borrowing
levels at September 30, 2004, a one hundred basis point change in interest rates would impact net interest
expense by approximately $280,000 per year.

Following the effectiveness of the Amended Credit Agreement, AirNet paid off three secured term loans which had
been secured by aircraft. One of those loans had an interest rate swap agreement associated with it. This interest
rate swap agreement with a notional amount of $3.0 million and a fixed rate of 4.25% plus a margin based on
AirNet’ s funded debt ratio remains in place. At Septemler 30, 2004, the aggregate fair value of the interest rate
swap was approximately ($28,000).

Fuel Surcharge

AirNet assesses its customers a fuel surcharge which is based on the Oil Price Index Summary — Columbus, Ohio (OPIS-
CMH index). As index rates increase above a set threshold, surcharge rates increase. AirNet’ s fuel surcharge program
helps offset timing differences between market prices and the OPIS-CHM index used to determine surcharge rates.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

With the participation of the Chairman of the Board, Chief Executive Officer and President (the principal executive
officer) and the Chief Financial Officer, Treasurer and Secretary (the principal financial officer) of AirNetSystems,
Inc. (the “ Registrant” ), the Registrant’ s management has evaluated the effectiveness of the Registrant’ s disclosure
controls and procedures (as defined in Rule 13a-15(e) under the Securities Exchange Act of 1934 (the “ Exchange
Act”)) as of the erd of the period covered by this Quarterly Report on Form 10-Q. Based upon that evaluation, the
Registrant’ s Chairman of the Board, Chief Executive Officer and President and the Registrant’ s Chief Financial
Officer, Treasurer and Secretary have concluded that:

information required to be disclosed by the Registrant in this Quarterly Report on

Form 10-Q and the other reports which the Registrant files or submits under the Exchange

Act would be accumulated and communicated to the Registrant’ s management, inclding its
principal executive officer and principal financial officer, as appropriate to allow timely
decisions regarding required disclosure;
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information required to be disclosed by the Registrant in this Quarterly Report on
Form 10-Q and the other reports which the Registrant files or submits under the Exchange
Act would be recorded, processed, summarized and reported within the time period
specified in the SEC’ s rules and forms; and

the Registrant’ s disclosure controls and procedures are effective as of he end of the period
covered by this Quarterly Report on Form 10-Q to ensure that material information relating
to

the Registrant and its consolidated subsidiaries is made known to them, particularly during
the period during which this Quarterly Report on Form 10-Q is being prepared.

Changes in Internal Control Over Financial Reporting

In addition, there were no changes that occurred during the fiscal quarter covered by this Quarterly Report on

Form 10-Q in the Registrant’ s internal control over financialreporting (as defined in Rule 13a -15(f) under the

Exchange Act) that have materially affected, or are reasonably likely to materially affect, the Registrant’ s internal
control over financial reporting.
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Item 1.

Item 2.

Item 3.

Item 4.

Item 5.

AIRNET SYSTEMS, INC.
PART Il - OTHER INFORMATION

Legal Proceedings.

AirNet is currently involved in a compliance audit with the State of California Employment
Development Department.  AirNet received natification from this department of unreported wages
and/or taxes for an audited period. At this time, AirNet is uncertain of the estimated liability related to
this audit, but has recognized certain costs associated with this audit.

Other than noted above there are no pending legal proceedings involving AirNet other than routine
litigation incidental to its business. In the opinion of AirNet's management, these proceedings should
not, individually or in the aggregate, have a material adverse effect on AirNet’s results of operations
or financial condition.

Unregistered Sales of Equity Securities and Use of Proceeds and Issuer Purchases of Equity

Securities.
(@) Not applicable.
(b) Not applicable.
(c) AirNet Systems, Inc. did not purchase any common shares during the fiscal quarter

ended September 30, 2004. On February 18, 2000, AirNet Systems, Inc. announced a
stock repurchase plan under which up to $3.0 million of its common shares may be
repurchased from time to time. These repurchases may be made in open market
transactions or through privately negotiated transactions. As of September 30, 2004,
AirNet Systems, Inc. had the authority to still repurchase approximately $0.6 million of
its common shares under this stock repurchase plan.

Defaults Upon Senior Securities. Not Applicable
Submission of Matters to a Vote of Security Holders.

As a result of the impairment charge taken in September 2004 as described in Note 2 of the Notes to
Condensed Consolidated Financial Statements, AirNet was not in compliance with the fixed charge
coverage ratio and the leverage ratio covenants contained in the Amended Credit Agreement with its
banks calculated as of September 30, 2004, and AirNet would not be in compliance with the minimum
consolidated tangible net worth requirement to be calculated as of December 31, 2004 (pursuant to the
Amended Credit Agreement, this ratio is calculated annually as of December 31, AirNet'’s fiscal year-end).
Effective as of November 12, 2004, AirNet and its lenders under the Amended Credit Agreement executed
a waiver of any defaults or potential defaults under the Amended Credit Agreement which resulted or may
have resulted from the non-compliance with the foregoing financial covenants caused by the impairment
charge. Additionally, effective as of November 12, 2004, AirNet and its lenders under the Amended
Credit Agreement executed a Change in Terms Agreement which modified the foregoing financial
covenants so that, on a going-forward basis, the impairment charge does not cause a default or potential
default of these financial covenants in the future.

Other Information.

In July 2004 AirNet became aware that some of its employees had received a letter from a union
regarding potential union representation. Airnet believes that its relationship with employees is good.

In June 2004 AirNet underwent a Regional Aviation Safety Inspection (RASIP) by a team of FAA
inspectors to determine compliance with Federal Aviation Regulations. AirNet filed a response with the
FAA, and has recently received a reply to that response noting no certificate action will be taken against
AirNet. AirNet is currently evaluating the capital expenditures and labor costs related to compliance with
this inspection, and working with the FAA to implement the required changes to AirNet's operating
procedures.
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Item 6.

Exhibits

(a) Exhibits:

Exhibit No.

Description

4.1

Loan and Security Agreement (aircraft) [Loan Number:
1000119495], dated June 15, 2004, between Banc One
Leasing Corporation and Jetride, Inc. [Filed herewith]

4.2

Business Purpose Promissory Note (fixed rate//principal and
interest) [Loan Number: 1000119495], issued on June 15,
2004, by Jetride, Inc. in favor of Banc One Leasing
Corporation in the amount of $7,500,000 [Filed herewith]

4.3

Corporate Guaranty [Loan Number: 1000119495], dated as
of June 15, 2004, from AirNet Systems, Inc. in favor of Banc
One Leasing Corporation [Filed herewith]

4.4

Loan and Security Agreement (aircraft) [Loan Number:
1000119641], dated as of June 30, 2004, between Banc One
Leasing Corporation and Jetride, Inc. [Filed herewith]

4.5

Business Purpose Promissory Note (fixed rate//principal and
interest) [Loan Number: 1000119641], issued on June 30,
2004, by Jetride, Inc. in favor of Banc One Leasing
Corporation in the amount of $5,000,000 [Filed herewith]

4.6

Corporate Guaranty [Loan Number: 1000119641], dated as
of June 30, 2004, from AirNet Systems, Inc. in favor of Banc
One Leasing Corporation [Filed herewith]

4.7

Acknowledgment of Borrower [Loan Number: 1000119641],
dated as of June 30, 2004, by Jetride, Inc. in favor of Banc
One Leasing Corporation acknowledging sale and
assignment by Banc One Leasing Corporation to First Union
Commercial Corporation of “Loan Documents” [Filed
herewith]

4.8

Loan and Security Agreement (aircraft) [Loan Number:
1000119649], dated as of June 29, 2004, between Banc One
Leasing Corporation and Jetride, Inc. [Filed herewith]

4.9

Business Purpose Promissory Note (fixed rate//principal and
interest) [Loan Number: 1000119649], issued on June 29,
2004, by Jetride, Inc. in favor of Banc One Leasing
Corporation in the amount of $5,000,000 [Filed herewith]

4.10

Corporate Guaranty [Loan Number: 1000119649], dated as
of June 29, 2004, from AirNet Systems, Inc. in favor of Banc
One Leasing Corporation [Filed herewith]

411

Acknowledgment of Borrower [Loan Number: 1000119649],
dated as of June 29, 2004, by Jetride, Inc. in favor of Banc
One Leasing Corporation acknowledging sale and
assignment by Banc One Leasing Corporation to PNC
Leasing, LLC of “Loan Documents” [Filed herewith]

412

Loan and Security Agreement (aircraft) [Loan Number:
1000119650], dated as of June 30, 2004, between Banc One
Leasing Corporation and Jetride, Inc. [Filed herewith]

4.13

Business Purpose Promissory Note (fixed rate//principal and
interest) [Loan Number: 1000119650], issued on June 30,
2004, by Jetride, Inc. in favor of Banc One Leasing
Corporation in the amount of $5,000,000 [Filed herewith]

4.14

Corporate Guaranty [Loan Number: 1000119650], dated as
of June 30, 2004, from AirNet Systems, Inc. in favor of Banc
One Leasing Corporation [Filed herewith]
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4.15

Acknowledgment of Borrower [Loan Number: 1000119650],
dated as of June 30, 2004, by Jetride, Inc. in favor of Banc
One Leasing Corporation acknowledging sale and
assignment by Banc One Leasing Corporation to First Union
Commercial Corporation of “Loan Documents” [Filed
herewith]

4.16

Loan and Security Agreement (aircraft) [Loan Number:
1000119771], dated as of July 12, 2004, between Banc One
Leasing Corporation and Jetride, Inc. [Filed herewith]

4.17

Business Purpose Promissory Note (fixed rate//principal and
interest) [Loan Number: 1000119771], issued on July 12,
2004, by Jetride, Inc. in favor of Banc One Leasing
Corporation in the amount of $5,000,000 [Filed herewith]

4.18

Corporate Guaranty [Loan Number: 1000119771], dated as
of July 12, 2004, from AirNet Systems, Inc. in favor of Banc
One Leasing Corporation [Filed herewith]

4.19

Acknowledgment of Borrower [Loan Number: 1000119771],
dated as of July 12, 2004, by Jetride, Inc. in favor of Banc
One Leasing Corporation acknowledging sale and
assignment by Banc One Leasing Corporation to First Union
Commercial Corporation of “Loan Documents” [Filed
herewith]

4.20

Loan and Security Agreement (aircraft) [Loan Number:
1000119774], dated as of July 12, 2004, between Banc One
Leasing Corporation and Jetride, Inc. [Filed herewith]

4.21

Business Purpose Promissory Note (fixed rate//principal and
interest) [Loan Number: 1000119774], issued on July 12,
2004, by Jetride, Inc. in favor of Banc One Leasing
Corporation in the amount of $5,000,000 [Filed herewith]

4.22

Corporate Guaranty [Loan Number: 1000119774], dated as
of July 12, 2004, from AirNet Systems, Inc. in favor of Banc
One Leasing Corporation [Filed herewith]

4.23

Acknowledgment of Borrower [Loan Number: 1000119774],
dated as of July 12, 2004, by Jetride, Inc. in favor of Banc
One Leasing Corporation acknowledging sale and
assignment by Banc One Leasing Corporation to PNC
Leasing, LLC of “Loan Documents” [Filed herewith]

4.24

Waiver Letter, dated as of November 12, 2004, by and
among AirNet Systems, Inc., The Huntington National Bank,
as agent for and on behalf of the lenders from time to time
party thereto, Bank One, N.A., Fifth Third Bank and The
Huntington National Bank as a lender and the LC lIssuer
[Filed herewith]

4.25

Change in Terms Agreement, dated as of November 12,
2004, by and between AirNet Systems, Inc., and The
Huntington National Bank, in its capacity as administrative
agent for and on behalf of the Lenders from time to time
party to the Amended Credit Agreement dated May 28, 2004
[Filed herewith]

311

Rule 13a-14(a)/15d-14(a) Certification (Principal Executive
Officer) [Filed herewith]

31.2

Rule 13a-14(a)/15d-14(a) Certification (Principal Financial
Officer) [Filed herewith]

32.1

Section 1350 Certification (Principal Executive Officer) [Filed
herewith]

32.2

Section 1350 Certification (Principal Financial Officer) [Filed
herewith]
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(b) Reports on Form 8-K:

On November 5, 2004, AirNet Systems Inc. (the “Registrant”) filed a Current Report on Form 8-
K, dated November 5, 2004, reporting under Item 2.06 Material Impairments, that due to
changing conditions in AirNet's Bank services business and recent industry trends, AirNet
believes those factors will cause its cargo airline capacity to exceed future demand, creating an
impairment of aircraft and related assets. In response, AirNet has incurred a non-cash
impairment charge of $47.0 million (pretax) which will be reported in the third quarter of 2004. A
copy of the press release was attached to the filing.

21



AIRNET SYSTEMS, INC.

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to
be signed on its behalf by the undersigned thereunto duly authorized.

Dated: November 15, 2004 By: [s/ Gary W. Qualmann
Gary W. Qualmann,
Chief Financial Officer, Treasurer and Secretary
(Duly Authorized Officer)
(Principal Financial Officer)

Dated: November 15, 2004 By: [s/ Denise D. Brown
Denise D. Brown,
Controller
(Duly Authorized Officer)
(Principal Accounting Officer)
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Exhibit No.

AIRNET SYSTEMS, INC.

INDEX TO EXHIBITS

Description

4.1

Loan and Security Agreement (aircraft) [Loan Number: 1000119495], dated June 15,
2004, between Banc One Leasing Corporation and Jetride, Inc. [Filed herewith]

4.2

Business Purpose Promissory Note (fixed rate//principal and interest) [Loan Number:
1000119495], issued on June 15, 2004, by Jetride, Inc. in favor of Banc One Leasing
Corporation in the amount of $7,500,000 [Filed herewith]

4.3

Corporate Guaranty [Loan Number: 1000119495], dated as of June 15, 2004, from
AirNet Systems, Inc. in favor of Banc One Leasing Corporation [Filed herewith]

4.4

Loan and Security Agreement (aircraft) [Loan Number: 1000119641], dated as of June
30, 2004, between Banc One Leasing Corporation and Jetride, Inc. [Filed herewith]

4.5

Business Purpose Promissory Note (fixed rate//principal and interest) [Loan Number:
1000119641], issued on June 30, 2004, by Jetride, Inc. in favor of Banc One Leasing
Corporation in the amount of $5,000,000 [Filed herewith]

4.6

Corporate Guaranty [Loan Number: 1000119641], dated as of June 30, 2004, from
AirNet Systems, Inc. in favor of Banc One Leasing Corporation [Filed herewith]

4.7

Acknowledgment of Borrower [Loan Number: 1000119641], dated as of June 30, 2004,
by Jetride, Inc. in favor of Banc One Leasing Corporation acknowledging sale and
assignment by Banc One Leasing Corporation to First Union Commercial Corporation of
“Loan Documents” [Filed herewith]

4.8

Loan and Security Agreement (aircraft) [Loan Number: 1000119649], dated as of
June 29, 2004, between Banc One Leasing Corporation and Jetride, Inc. [Filed herewith]

4.9

Business Purpose Promissory Note (fixed rate//principal and interest) [Loan Number:
1000119649], issued on June 29, 2004, by Jetride, Inc. in favor of Banc One Leasing
Corporation in the amount of $5,000,000 [Filed herewith]

4.10

Corporate Guaranty [Loan Number: 1000119649], dated as of June 29, 2004, from
AirNet Systems, Inc. in favor of Banc One Leasing Corporation [Filed herewith]

411

Acknowledgment of Borrower [Loan Number: 1000119649], dated as of June 29, 2004,
by Jetride, Inc. in favor of Banc One Leasing Corporation acknowledging sale and
assignment by Banc One Leasing Corporation to PNC Leasing, LLC of “Loan
Documents” [Filed herewith]

412

Loan and Security Agreement (aircraft) [Loan Number: 1000119650], dated as of June
30, 2004, between Banc One Leasing Corporation and Jetride, Inc. [Filed herewith]

4.13

Business Purpose Promissory Note (fixed rate//principal and interest) [Loan Number:
1000119650], issued on June 30, 2004, by Jetride, Inc. in favor of Banc One Leasing
Corporation in the amount of $5,000,000 [Filed herewith]

4.14

Corporate Guaranty [Loan Number: 1000119650], dated as of June 30, 2004, from
AirNet Systems, Inc. in favor of Banc One Leasing Corporation [Filed herewith]

4.15

Acknowledgment of Borrower [Loan Number: 1000119650], dated as of June 30, 2004,
by Jetride, Inc. in favor of Banc One Leasing Corporation acknowledging sale and
assignment by Banc One Leasing Corporation to First Union Commercial Corporation of
“Loan Documents” [Filed herewith]

4.16

Loan and Security Agreement (aircraft) [Loan Number: 1000119771], dated as of July
12, 2004, between Banc One Leasing Corporation and Jetride, Inc. [Filed herewith]

4.17

Business Purpose Promissory Note (fixed rate//principal and interest) [Loan Number:
1000119771], issued on July 12, 2004, by Jetride, Inc. in favor of Banc One Leasing
Corporation in the amount of $5,000,000 [Filed herewith]

4.18

Corporate Guaranty [Loan Number: 1000119771], dated as of July 12, 2004, from AirNet
Systems, Inc. in favor of Banc One Leasing Corporation [Filed herewith]
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4.19

Acknowledgment of Borrower [Loan Number: 1000119771], dated as of July 12, 2004, by
Jetride, Inc. in favor of Banc One Leasing Corporation acknowledging sale and
assignment by Banc One Leasing Corporation to First Union Commercial Corporation of
“Loan Documents” [Filed herewith]

4.20

Loan and Security Agreement (aircraft) [Loan Number: 1000119774], dated as of July
12, 2004, between Banc One Leasing Corporation and Jetride, Inc. [Filed herewith]

4.21

Business Purpose Promissory Note (fixed rate//principal and interest) [Loan Number:
1000119774], issued on July 12, 2004, by Jetride, Inc. in favor of Banc One Leasing
Corporation in the amount of $5,000,000 [Filed herewith]

4.22

Corporate Guaranty [Loan Number: 1000119774], dated as of July 12, 2004, from AirNet
Systems, Inc. in favor of Banc One Leasing Corporation [Filed herewith]

4.23

Acknowledgment of Borrower [Loan Number: 1000119774], dated as of July 12, 2004, by
Jetride, Inc. in favor of Banc One Leasing Corporation acknowledging sale and
assignment by Banc One Leasing Corporation to PNC Leasing, LLC of “Loan
Documents” [Filed herewith]

4.24

Waiver Letter, dated as of November 12, 2004, by and among AirNet Systems, Inc., The
Huntington National Bank, as agent for and on behalf of the lenders from time to time
party thereto, Bank One, N.A., Fifth Third Bank and The Huntington National Bank as a
lender and the LC Issuer [Filed herewith]

4.25

Change in Terms Agreement, dated as of November 12, 2004, by and between AirNet
Systems, Inc., and The Huntington National Bank, in its capacity as administrative agent
for and on behalf of the Lenders from time to time party to the Amended Credit
Agreement dated May 28, 2004 [Filed herewith]

31.1

Rule 13a-14(a)/15d-14(a) Certification (Principal Executive Officer) [Filed herewith]

31.2

Rule 13a-14(a)/15d-14(a) Certification (Principal Financial Officer) [Filed herewith]

32.1

Section 1350 Certification (Principal Executive Officer) [Filed herewith]

32.2

Section 1350 Certification (Principal Financial Officer) [Filed herewith]
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Exhibit 4.1

AIRNET SYSTEMS, INC.
Loan and Security Agreement

Loan Number: 1000119495

This Agreement is dated as of June 15, 2004 and is executed by and between BANC ONE LEASING
CORPORATION ("Lender"), with Lender's principal office located at 1111 Polaris Parkway, Suite A3 (OH1-1085),
Columbus, Ohio 43240 and the borrower identified below ("Borrower"):

Borrower: JETRIDE, INC.
Borrower's Address: 3939 International Gateway, Columbus, Ohio 43219

1. GRANT OF SECURITY INTEREST. Borrower grants, pledges and assigns to Lender a security interest
in all of Borrower's respective right, title and interest in and to the property described on the attached Schedule A-
1, now or hereafter arising or acquired, wherever located, together with any and all additions, accessions, parts,
accessories, substitutions and replacements thereof, now or hereafter installed in, affixed to or used in connection
with said property (the "Equipment"), in all proceeds thereof, cash and non-cash, including, but not limited to,
proceeds of notes, checks, instruments, indemnity proceeds, or any insurance on such and any refund or rebate of
premiums on such ("Collateral"). This Agreement secures the prompt payment and complete performance in full
when due, whether at the stated maturity, by acceleration or otherwise, of all payment and other obligations of
Borrower under or in connection with this Agreement, and the Business Purpose Promissory Note executed in
connection with the Loan Number referenced above with the Borrower as the maker (the "Note"), and any and all
renewals, extensions or substitutions therefor ("Obligations"). Borrower is and will continue to be (or, with respect
to after acquired property that constitutes Equipment under this Agreement, will be when acquired) the legal and
beneficial owner of the Collateral free and clear of any Lien except for the security interest created by this
Agreement and/or any other prior security agreement delivered by Borrower to Lender. Except as previously
disclosed to Lender in writing, no effective Uniform Commercial Code ("UCC") financing statement or other
instrument covering all or any part of the Collateral is on file in any recording office, except those in favor of Lender.
At its sole expense, Borrower shall protect and defend Lender's first priority security interest in the Collateral against
all claims and demands whatsoever.

2. MAINTENANCE AND USE. At its sole expense, Borrower shall (a) repair and maintain the Equipment
in good condition and working order and supply and install all replacement parts or other devices when required to
so maintain the Equipment or when required by applicable law or regulation, which parts or devices shall
automatically become part of the Equipment; (b) use and operate the Equipment in a careful manner in the normal
course of its business and only for the purposes for which it was designed in accordance with the manufacturer's
warranty requirements, and comply with all laws and regulations relating to the Equipment, and obtain all permits or
licenses necessary to install, use or operate the Equipment; (c) except as provided in clause (d) below, make no
alterations, additions, subtractions, upgrades or improvements to the Equipment without Lender's prior written
consent, which consent will not be unreasonably withheld, but any such alterations, additions, upgrades or
improvements shall automatically become part of the Equipment; (d) maintain, inspect, service and repair, overhaul
and test the Equipment in accordance with the FAA approved maintenance program, manufacturer's approved
maintenance program, FAA airworthiness directives, and the manufacturer's alert bulletins and urgently
recommended service bulletins and procedures, and perform all duties and tasks which would be required to
maintain the Equipment, including the engines, in full compliance with the manufacturer's specification (i) so as to
keep the Equipment in as good operating condition as when delivered to the Borrower hereunder, ordinary wear and
tear excepted, and (ii) so as to keep the Equipment in such operating condition as may be necessary to enable the
airworthiness certification of such Equipment to be maintained in good standing at all times under the Act (as
defined in Section 19 hereof); and (e) maintain all records, logs and other materials required by the FAA to be
maintained in respect of the Equipment. The Equipment will not be based outside of the United States, Canada,
Mexico of the Caribbean, provided, however, that the Equipment shall not be outside of the United States for more
than ninety (90) days in any calendar year. Lender has the right upon reasonable notice to Borrower to inspect the
Equipment wherever located. The Equipment shall be based at the location specified on Schedule A-1. The
Equipment may be repositioned by Borrower, from time to time, to other locations within the United States in the
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normal course of the Borrower’s business. Borrower shall notify Lender in writing of any new location where the
Equipment is based within five (5) days of any repositioning of the Equipment.

3. INSURANCE. At its sole expense, Borrower at all times shall keep each item of Equipment insured
against all risks of loss or damage from every cause whatsoever for an amount not less than the greater of the full
replacement value or the Financed Amount (as defined in Section 19 hereof). All insurers shall be reasonably
satisfactory to Lender. Borrower shall deliver to Lender satisfactory evidence of such coverage. Proceeds of any
insurance covering damage or loss of the Equipment in excess of $250,000.00 shall be payable to Lender as loss
payee and shall, at Lender's option, be applied toward (a) the replacement, restoration or repair of the Equipment,
or (b) payment of the obligations of Borrower under this Agreement. If an event of default occurs and is continuing,
then Borrower automatically appoints Lender as Borrower's attorney-in-fact with full power and authority in the
place of Borrower and in the name of Borrower or Lender to make claim for, receive payment of, and sign and
endorse all documents, checks or drafts for loss or damage under any such policy. Each insurance policy will
require that the insurer give Lender at least 30 days prior written notice of any cancellation of such policy and will
require that Lender's interests remain insured regardless of any act, error, omission, neglect or misrepresentation of
Borrower, and will contain those other requirements outlined in Schedule 3 hereof. The insurance maintained by
Borrower shall be primary without any right of contribution from insurance which may be maintained by Lender.

4. LOSS OR DAMAGE. Borrower bears the entire risk of loss, theft, damage or destruction of Equipment
in whole or in part from any reason whatsoever ("Casualty Loss"). No Casualty Loss to Equipment shall relieve
Borrower from the obligation to pay the installment payments or from any other obligation under this Agreement. In
the event of Casualty Loss to any item of Equipment, Borrower shall immediately notify Lender of the same and
Borrower shall, if so directed by Lender, immediately repair the same. If Lender determines that any item of
Equipment has suffered a Casualty Loss beyond repair ("Lost Equipment"), then Borrower, at the option of Lender,
shall: (1) upon receipt of any insurance proceeds for the Lost Equipment replace the Lost Equipment with similar
equipment in good repair, condition and working order free and clear of any Liens and deliver to Lender a bill of sale
covering the replacement equipment, in which event such replacement equipment shall automatically be Equipment
under this Agreement; or (2) upon receipt of any insurance proceeds for the Lost Equipment but no more than 180
days after the date of the Casualty Loss, pay to Lender all amounts then due and payable by Borrower under this
Agreement for the Lost Equipment plus the remaining principal balance for such Lost Equipment as of the date of
the Casualty Loss as determined by Lender's records. Upon payment by Borrower of all amounts due under the
above clause (2), the security interest of the Lender in the Lost Equipment will terminate.

5. TAXES. Borrower will pay promptly when due all taxes, assessments and governmental charges upon
or against Borrower, the Collateral or the property or operations of Borrower, in each case before same becomes
delinquent and before penalties accrue thereon, unless and to the extent that same are being contested in good
faith by appropriate proceedings.

6. GENERAL INDEMNITY. Borrower assumes all risk and liability for, and shall defend, indemnify and
keep Lender harmless on an after-tax basis from, any and all liabilities, obligations, losses, damages, penalties,
claims, actions, suits, costs and expenses, including reasonable attorney fees and expenses, of whatsoever kind
and nature imposed on, incurred by or asserted against Lender, in any way relating to or arising out of the
manufacture, purchase, acceptance, rejection, ownership, possession, use, selection, delivery, operation,
condition, sale, return or other disposition of the Equipment or any part thereof (including, without limitation, any
claim for latent or other defects, whether or not discoverable by Borrower or any other person, any claim for
negligence, tort or strict liability, any claim under any environmental protection or hazardous waste law and any
claim for patent, trademark or copyright infringement). Borrower will not indemnify Lender under this section for
loss or liability caused directly and solely by the negligence or willful misconduct of Lender. In this section, "Lender"
also includes any director, officer, employee, agent, successor or assign of Lender. Borrower's obligations under
this section shall survive the expiration, cancellation or termination of this Agreement.

7. PERSONAL PROPERTY. Borrower represents and agrees that the Equipment is, and shall at all times
remain, separately identifiable personal property. Upon Lender's request, Borrower shall use commercially
reasonable efforts to furnish Lender a landlord's and/or mortgagee's waiver and consent to remove all Equipment.
Lender may display notice of its interest in the Equipment by any reasonable identification. Borrower shall not alter
or deface any such indicia of Lender's interest.
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8. FINANCIAL REPORTS. Borrower agrees to furnish to Lender: (a) annual financial statements setting
forth the financial condition and results of operation of Borrower (financial statements shall include balance sheet,
income statement and changes in financial position and all notes thereto) within 120 days of the end of each fiscal
year of Borrower; (b) quarterly financial statements setting forth the financial condition and results of operation of
Borrower within 60 days of the end of each of the first three fiscal quarters of Borrower; and (c) such other financial
information as Lender may from time to time reasonably request including, without limitation, financial reports filed
by Borrower with federal or state regulatory agencies to the extent Borrower may disclose such other financial
information without violating the Securities Exchange Act of 1934 or any rule or regulation of the Securities and
Exchange Commission. All such financial information shall be prepared in accordance with generally accepted
accounting principles. If Borrower fails to furnish the annual financial statements to Lender within 30 days of
Lender's written request, then Lender may, at its option, charge Borrower a non-performance fee equal to all the
installment payments due under this Agreement for the then current month (unless otherwise prohibited by law) and
such fees shall be payable by Borrower on demand.

9. NO CHANGES IN BORROWER. Borrower shall not: (a) liquidate, dissolve or suspend business; (b)
sell, transfer or otherwise dispose of all or a majority of its assets, except that Borrower may sell its inventory in the
ordinary course of its business; (c) enter into any merger, consolidation or similar reorganization unless it is the
surviving corporation; (d) transfer all, or any substantial part of, its operations or assets outside of the United States
of America; or (e) without 15 days advance written notice to Lender, change its name or chief place of business.

10. REPRESENTATIONS. Borrower represents and warrants that: (a) Borrower is organized, validly
existing, and in good standing under the laws of one of the states of the United States; (b) Borrower is qualified to
do business in, and is in good standing under the laws of, each other state in which it conducts its business and in
which the Equipment is located, except to the extent such failure would not have a material adverse effect on the
Borrower’s business or the Collateral; (c) Borrower has the power, and is duly authorized to enter into, this
Agreement and the Note and to execute and deliver to Lender, now and from time to time hereafter, additional
instruments, resolutions, agreements and other instruments or documents relating to the Obligation owed to
Lender; (d) Borrower has, by proper action, authorized and empowered those persons 