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Monarch Holdings plc

Directors’ report

The directors present their annual report and the audited financial statements for the year ended 31 October 2007

Principal activities

The Group’s principal activities remain those of awrline operator, awcraft engineers and tour operators  The
Company’s principal activity 1s that of a holding company

Business review

The results of the Group for the year are set out in the consolidated profit and loss account on page 8 and the notes
to the accounts relating te it The posittons of the Group and Company at the balance sheet date are set out on
pages 11 and i2 The directors are pleased that, despite continued challenging market conditions, the Group has
recorded a profit before tax of £7 5Sm (2006 - £8 8m} on turnover that decreased by £28 3m to £705 Im The
Group also won a number of travel industry awards 1n 2007

During the year Monarch Airlines operated 31 arrcraft from its main bases at Gatwick, Manchester, Birmingham
and Luton It took dehivery of three A321 aircraft during the year to enhance its scheduled services operations
through the development of new routes There are plans to increase the fleet in 2008 by a further two aircraft An
order has been placed by the Group’s ultimate shareholders for six Boeing 787 aircraft which are expected to be
delivered between 2010 and 2013

The Group’s intention to operate Boeing 787°s demonstrates 1ts commitment to the sustamnability of aviation with
this aircraft type being the most environmentally efficient aircraft currently available Furthermore, Monarch now
offers 1its scheduled customers the opportunity to make a contribution to a carbon offset scheme during the
booking process

Monarch Aircraft Engineering Limited saw considerable changes occurming within the charter arline sector in the
UK with the merger of Thomas Cook and MyTravel as well as the merger of First Choice with TUI  First Chotce
and Thomas Cook are major customers of Monarch Engineering and whilst there has been no impact in the current
financial year from the First Choice merger, Thomas Cook had an immediate impact as the maintenance capacity
as 1t was absorbed by MyTravel Additionally BMED was purchased by BMI but again this had no impact n the
financial year Gomg forward, whilst volatihty in the maintenance environment remains, the capacity for
maintenance in the UK has decreased and therefore there remains opportunity in the market It 1s also heartening to
see that maintenance man-hour rates have increased as a result The Group also initiated major internal projects to
replace 1ts information and control systems and to rationalise its logistical control of spares This 1s now complete
and places the organisation 1n a good position to take full advantage of the efficiencies this will bring n the
competitive market in which we work

The Cosmos Holhidays plc results for the year continued to show trading improvements as a result of an ongoing
focus towards the Eastern Mediterranean and away from short haul Western Mediterranean destmations With
continued focus on distribution through controlled channels, the Group believes 1t 1s better prepared to capitalise
on the continually changing market requirements The Group continues to be affected by the competitive market
in which 1t operates, and by economic and political factors in both the UK and worldwide

The Avro plc results for the year were a significant improvement on the previous year and were aided by better
market conditions i the UK and improved technology and distribution methods that enabled the Group to
compete more profitably in a competitive market Avro continues to re-shape its business model, reducing 1ts
reliance on some of the more traditional ‘seat only’ sectors, while growing new destinations The Group 1s also
further improving its technology and distmbution methods 1n order to enable 1t continue to compete 1 a crowded
market

First Aviation’s result for the year have been acceptable, given the economic and business chimate The directors
anticipate that there will be an acceptable outcome to the future year’s trading given a favourable economic
climate




Monarch Holdings plc

Directors’ report (continued)

Environmental matters

The Group strives to improve its social and environmental performance, with the objective of ensurning that 1ts
activities contribute to the sustamable development of the communities in which it operates

The group commitment 15 to —

e  Comply with and wherever possible exceed all relevant environmental legislation,

s  Set environmental objectives, momitor our environmental performance and aim for contmuous improvement,
. Seek to minimise emissions and reduce waste from our activities,

¢ Actively engage and communicate with employees on the means of achieving these commitments,

¢  Endeavour to purchase from suppliers who share our concern for the environment and whenever possible
purchase and use re-cyclable preducts or products from sustainable sources,

. Seek to mmimise waste and emissions from 1ts operations and re-cycle as much as possible, and

e Mamtain a quality waste management system to reduce costs of waste disposal and protect the environment
for the future

The Group continues to be actively mnvolved in the Action Energy imtiative run by the Carbon Trust to reduce
carbon emissions and has participated in energy surveys with a Carbon Trust nominated consultant The survey
resulted in the identification of certain inefficiencies and methods of conservation in the Group's use of energy

Monarch has also signed up to an mitiative within the UK called ‘Sustainable Aviation’ This grouping of airhnes,
airports, manufacturers, and air traffic control 1s seeking to respond to the challenge of building a sustainable
future

Principal risks and uncertainties

Competitive pressure 1s a continuing risk which demands that the Group provides high quality and affordable
services to its customers and accordmgly it has further developed 1ts range of ancillary products to enhance
revenue

Certain costs are denominated n foreign currencies, particularly US Dollar and Euro  Furthermore, the Group has
exposure to the volatility of the jet fuel market The Group treasury function takes out forward contracts to
minimise such risks

The Group operates in a strici European regulatory structure, which 1s overseen by the UK Civil Awviation
Authonity This 1s designed to minimuse the risk of operational incidents

Financial risk management objectives and policies

The Group's activities expose It to a number of financial risks including cash flow nisk, credit nsk, hqudity nsk and
price isk The use of financial derivatives 1s governed by the Group’s pelicies approved by the board of directors,
which provide principles on the use of financial derivatives to manage these nsks The Group does not use
derwvative financial instruments for speculative purposes

Cash flow risk

The Group’s activities expose 1t to the financial nisks of changes 1n foreign currency exchange rates The Group uses
foreign exchange forward contracts to hedge these exposures

Cash reserves are invested on a commercial basis to achieve returns of mterest both 1n the short and medium term

Loans on aircraft are negotiated with a fixed margin over US Dollar and Sterling LIBOR
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Directors’ report (continued)

Financial risk management objectives and policies (continued)

Credit risk
The Group’s principal financial assets are bank balances and cash, trade and other debtors, and investments

The majority of Monarch Airlines and tour operator receipts are in advance of flight date and so the credit nsk of
customers defaulting on payment 15 small Relationships are maintained with customers and reviews of credit are
undertaken on a regular basis The Group has no significant concentration of credit nisk, with exposure spread over a
large number of counterparties and customers Within Monarch Aircraft Engineering Limited credit insurance 1s
maintained against the insolvency of its third party customers

The credit risk on liquid funds and denvative financial instruments 1s hmited because the counterparties are banks
with ligh credit-ratings assigned by international credit-rating agencies
Liquiduy risk

In order to mamtain hquidity to ensure that sufficient funds are available for ongoing operations and future
developments, the Group uses a mixture of long-term and short-term debt finance (including operating leases) The
Group also actively manages the level of working capital

Price risk

The Group 15 exposed to commodity price risk The mam commodity purchased by the Group 1s jet fuel and the
Group uses fuel hedging contracts to try and reduce therr exposure to short-term fuel price changes The Group,
however, remains exposed to longer-term changes 1n the fuel price

Dividends

The directors have proposed a dividend of £3,500,000 (2006 - £4,500,000) for the year During the year the
company paid the 2006 dividend and this has been charged to the accounts (see note 7)

Employment pohcy

1t 1s the policy of the Group that training, career development and promotion opportunities should be available to all
employees The directors are commutted to encouraging employee mvolvement in the business

The Group keeps employees informed on matters relevant to them as employees through regular meetings and
newsletters Employee representatives are consulted formally and regularly on a wide range of matters affecting
their interests

Disabled persons

Full and fair consideration has and will be given to employment applications from disabled persons having regard to
their particular aptitude and abihittes If an appropriate vacancy 1s available then, where practicable, arrangements
will be made to continue under normal terms and conditions the employment of an employee who becomes disabled
Disabled employees are given fair consideration for training, career development and promotion

Charitable and political denations

During the year the Group made chantable donations of £1,163 (2006 - £1,332), comprising £mi (2006 - £550) to
national and £1,163 (2006 - £782) to local charities The Group made no donations during the year for political
purposes (2006 - £ml)

Market value of land and buildings

The directors are of the opimion that there 15 no material difference between the market value of long teasehold
property and the amount at which they are shown 1n the financial statements




Monarch Holdings plc

Directors’ report (continued)

Directors
The directors of the Company dunng the year were

D L Bernstemn
P R Brown
F I Donagh

All directors served throughout the year

Policy on payment of creditors

The Company’s policy for the year to 31 October 2007 for all suppliers, which 1s also apphed by the Group, 15 to fix
terms of payment when agreeing the terms of each business transaction, to ensure the supplier 1s aware of those
terms and to abide by the agreed terms of payment

The number of days’ purchases represented by the trade creditors at 31 October 2007 was 42 (2006 - 44)

Independent auditors
Each of the persons who 1s a director at the date of approval of this report confirms that

(1)  so far as the director 1s aware, there 1s no relevant audit information of which the Company’s auditors are
unaware, and

(2)  the director has taken all the steps that he ought to have taken as a director 1n order to make himself aware of
any relevant audit information and to establish that the Company’s auditors are aware of that information

This confirmation 1s given and should be interpreted in accordance with the provisions of s234ZA of the Companies
Act 1985

Deloitte & Touche LLP have expressed their willingness to continue 1n office as auditors of the company and a
resolution tgfeNppoint them will be proposed at the forthcoming Annual General Meeting

d Board of Directors
ghalf of the Board

Approved
and signed

Director
14 March, 2008




Monarch Holdings plc

Statement of directors’ responsibilities

The directors are responsible for preparing the annual report and the financial statements in accordance with
applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have elected to prepare the financial statements 1n accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards and applicable law) The financial statements are
required by [aw to give a true and fawr view of the state of affairs of the Company and the Group and of the profit or
loss of the Group for that peniod In preparing these financial statements, the directors are required to

= select suitable accounting pohictes and then apply them consistently,
* make judgments and estimates that are reasonable and prudent,
« state whether apphcable UK Accounting Standards have been followed, and

= prepare the financial statements on the going concern basis unless 1t 1s mappropriate to presume that the
Company will continue 1n business

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any
time the financial position of the Company and enable them to ensure that the financial statements comply with the
Compames Act 1985 They are also responsible for safeguarding the assets of the Company and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularities




Independent auditors report to the members of
Monarch Holdings plc

We have audited the Group and parent Company financial statements (the "financial statements™) of Monarch
Holdings plc for the year ended 31 October 2007 which comprise the consolidated profit and loss account, the
consolidated and Company balance sheets, the consolidated cash flow statement, the consohdated statement of
total recognised gains and losses and the consolidated and Company combined statements of movements 1n
reserves and reconciliation of movements n shareholders’ funds and the related notes 1 to 27 These financial
statemnents have been prepared under the accounting policies set out theremn

This report 15 made solely to the Company’s members, as a body, in accordance with section 235 of the
Companies Act 1985 Our audit work has been undertaken so that we mught state to the Company’s members
those matters we are required to state to them mn an auditors’ report and for no other purpese To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the Company and the
Company’s members as a body, for our audit work, for this report, or for the opimions we have formed

Respective responsibilities of directors and auditors

The directors’ responsibilities for preparing the financial statements in accordance with applicable law and
United Kingdom Accounting Standards (Umited Kingdom Generally Accepted Accounting Practice) are set out
in the Statement of Directors’ Responsibilities

Our responsibility 1s to audit the financial statements in accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ireland)

We report to you our opmion as to whether the financial statements give a true and far view and are properly
prepared n accordance with the Companies Act 1985 We also report to you whether mn our opinion the
information given 1n the Directors' Report 1s consistent with the financial statements

In addition we report to you 1f, 1n our opinion, the company has not kept proper accounting records, 1f we have
not received all the imformation and explanations we require for our audit, or if information specified by law
regarding directors’ remuneration and other transactions 1s not disclosed

We read the Directors' Report and consider the implications for our report 1f we become aware of any apparent
musstatements within 1t

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland} 1ssued by the
Auditing Practices Board An audit includes examination, on a test basis, of evidence relevant to the amounts and
disclosures in the financial statements It also imcludes an assessment of the significant eshmates and judgments
made by the directors m the preparation of the financial statements, and of whether the accounting policies are
appropriate to the Group's and Company's circumstances, consistently applied and adequately disclosed

We planned and performed our audit so as to obtamn all the information and explanations which we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance that the financial
statements are free from material misstatement, whether caused by fraud or other irregulanty or error In forming
our opmion we also evaluated the overall adequacy of the presentation of informatton 1n the financial statements

Opinion
In our opinion

e the financial statements give a true and fair view, 1 accordance with United Kingdom Generally Accepted
Accounting Practice, of the state of the Group's and the parent Company's affairs as at 31 October 2007 and
of the Group's profit for the year then ended,

= the financial statements have been properly prepared in accordance with the Companies Act 1985, and
« the information given in the Directors’ Report 15 consistent with the financial statements

Litle & Toda 1P
Deloitte & Touche LLP <

Chartered Accountants and Registered Auditors,
Crawley, United Kingdom

14 March, 2008




Monarch Holdings plc

Consolidated profit and loss account
Year ended 31 October 2007

Note 2007 2006

£°000 £°000
Turnover 1,2 705,061 733,391

Cost of sales (629,789) (656,044)
Gross profit 75,272 77,347

Administrative expenses (68,252) (65,856)
Other operattng income 5,513 5,195
Operating profit 4 12,533 16,686
Interest recervable 3,778 3,948

Interest payable 5 (8,835) (11,873)
Profit on ordinary activities before taxation 2 7,476 8,761

Tax credit/(charge) on profit on ordinary activities 6 1,565 (2,586)
Profit for the financial year 9,041 6,175

All amounts relate to continuing activities




Monarch Holdings plc

Consolidated statement of total recognised gains and losses
Year ended 31 October 2007

Note 2007 2006
£°000 £000
Profit for the financial year 9,041 6,175
Actuarial gain relating to the pension scheme 22 38,582 42,558
Deferred tax attributable to actuaral gain (10,807) (12,767)
Change 1n tax rate — FRS 17 (2,095) -
Unrealised revaluation gain on investment - 23,694
Foreign exchange translation adjustment 18 (2,674) {2,463)
Deferred tax on foreign exchange translation adjustment 16 749 739
Change 1n tax rate — foreign exchange 16 (412) -
Total recognised gains and losses relating to the financial year 32,384 57,936




Monarch Holdings plc

Consolidated and company combined statements of movements on reserves
and reconciliation of movements in shareholders’ funds

31 October 2007

Called up Profit and
share Merger Revaluation loss Total Total
capital reserve reserve account 2007 2006
Group £°000 £'000 £000 £7000 £000 £2000
At the beginming of the year 50 4,963 23,694 (4,780) 23,927 (31,509)
Profit for the financial year - - - 9,041 9,041 6,175
Dividends paid (note 7) - - - (4,500) (4,500) (2,500)
Actuaral gain relating to the
pension scheme (note 22) - - - 38,582 38,582 42,558
Deferred tax attributable to actuanal
gain - - - (10,807) (10,807) (12,767)
Change 1n tax rate — FRS 17 - - - (2,095) (2,095) -
Foreign exchange translation
adjustment (note 11) - - - (2,674) (2,674) (2,463)
Deferred tax on foreign exchange - - 749 749 739
Change n tax rate — foreign
exchange - -- - (412) {412) -
Revaluation gain on fixed asset
investments - - - - - 23,694
At the end of the financial year 50 4,963 23,694 23,104 51,811 23,927
Called up Profit and
share loss
capital account 2007 2006
Company £'000 £'000 £000 £°000
At the beginning of the financial year 50 772 822 864
Profit for the financial year (note 21) - 4.885 4,885 2,458
Dividends paid (note 7) - (4,500) (4,500) (2,500)
At the end of the financial year 50 1,157 1,207 822

10




Monarch Holdings plc

Consolidated balance sheet
31 October 2007

2007
Note £'000 £°000
Fixed assets
Intangible assets 8 8,031
Tangible assets 9 250,339
Investments 10 36,433
294,803
Current assets
Stocks 11 11,155
Debtors - due after more than one year 12 2,666
- due within one year 12 122,855
Total debtors 125,521
Investments 13 16,018
Cash at bank and 1n hand 25(b) 25,835
178,529
Creditors: amounts falling due
within one year 14 (244,148)
Net current habilities (65,619
Total assets less current liabilities 229184
Creditors amounts falling due
After more than one year 15 (99,460
Provisions for habihties 16 (32,673}
Net assets excluding pension hability 97,051
Pensiton hability 22 (45,240)
Net assets including pension liability 2 51,811
Capital and reserves
Called up share capital 17 50
Merger reserve 4,963
Revaluation reserve 23,694
Profit and loss account surplus/(deficit) 23,104
Total shareholders® funds 51,811
These finan ements were approved by the Board of Directors on 14 March, 2008
Signed on b f the Board of Directors
P R Brown

Director

£'000

10,787

3,645
82,082

85,727
13,348

51,352

161,214

(222,316)

2006
£°000

8,778
269,965

35,453

314,196

(61,102)

253,094

(117,318)

(38,634)

97,145

(73,218)

23,927

50
4,963

23,694

(4,780)

23,927




Monarch Holdings plc

Company balance sheet
31 October 2007

Fixed assets
Investments

Current assets

Debtors - due after more than one year
- due within one year

Total debtors

Creditors: amounts falling due
within one year

Net current assets
Total assets less current habilities

Creditors: amounts falling due
after more than one year

Net assets
Capital and reserves
Called up share capital

Profit and loss account

Total shareholders® funds

half of the Board of Directors

Note

10

12
12

14

15

17

£7000

14,500
1

14,501

(4,406}

2007
£°000

2,037

10,095

12,132

(10,925)

1,207

50
1,157

1,207

12l statements were approved by the Board of Directors on 14 March, 2008

£°000

1,500
13,004

14,504

(4,861)

2006
£°000

2,037

9,643

11,680

(10,858)

12

822

50
772

822




Monarch Holdings plc

Consolidated cash flow statement
Year ended 31 October 2007

Note
Net cash inflow from operating activities 23
Returns on investments and servicing of finance
Interest recerved
Interest paid
Finance lease and hire purchase interest 5

Net cash outflow from returns on investments
and servicing of finance

Taxation
UK corporation tax recerved/(paid)

Capital expenditure and financial investments
Payments to acquire tangible fixed assets
Receipts from sales of tangible fixed assets
Purchase of fixed asset investments

Net cash outflow from capital expenditure and
financial investments

Dividends paid

Net cash (outflow)/inflow before financing

Management of liquid resources

Decrease 1n restricted cash 25()
Increase in short-term deposits

Net cash (outflow)/inflow from management of

hiquid resources

Financing

Caputal element of finance lease payments
New bank loans

Bank loan repayments

Net cash outflow from financing

(Decrease)/increase 1n cash in the year 24, 25(a)

£7000

3,696
(7.502)

(14)

(27,428)
8,013

(930)

2,366

(2,670)

(108)
83,477

(96,712)

2007 2006
£000 £7000 £2000
16,511 45,049
3,731
(7,287)
(11)
(3,820) (3,567
2,700 (787)
(19,344)
97
913)

(20,395) (20,160)
(4,500) (2,500)
(9,504) 18,035

10,632
(5,407)
(304) 5,335
(83)
(13,839)
(13,343) (13,922)
(23,151) 9,338

13




Monarch Holdings plc

Notes to the accounts
Year ended 31 October 2007

1. Accounting policies

The financial statements are prepared n accordance with applicable United Kingdom accounting standards
The particular accounting policies adopted are described below These have been applied consistently
throughout the current and preceding financial year

Accounting convention

The financial statements are prepared under the historical cost convention, with exception of the revaluation
of other fixed asset investments

Basis of consohdation

The Group financial statements consolidate the financial statements of the Company and all of 1ts subsidiary
undertakings as at 31 October 2007 using the acquisition method of accounting

Turnover

Turnover represents the amount receivable from airhine traffic revenue and related income, engineering
services and incidental revenue, and for fhghts and tour operations departing within the year, exclusive of
mtra-Group trading, value added tax and other taxes Other related revenues, such as amrcraft bar sales, are
recognised as revenue on the date that the right to receive consideration occurs

Deferred revenue and related expenditure

Services invoiced prior to the year end, n respect of customer departures in future accounting penods, are
carried forward as deferred mcome n the balance sheet Costs incurred prior to the year end n respect of
those services are also deferred until the date of customer departure Brochure and promotional costs are
charged to the profit and loss account over the season to which they relate where recovery of the costs 1s
reasonably assured

Intangible assets — intellectual property rights

Intellectual property assets are stated at cost, and are amortised over a period of 10 years Provision 1s made
for any impairment

Intangible assets - goodwill

Goodwill arising on the acquisition of subsidiary undertakings and businesses, representing any excess of the
fair value of the consideration given over the fair value of the 1dentifiable assets and habilities acquired, 1s
capitalised and wnitten off on a straight line basis over its useful economic hife, which 1s 20 years Prowvision
15 made for any impairment

Tangible fixed assets — capstalisation

Fixed assets are stated at cost, less accumulated depreciation and any provision for impairment

14
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Notes to the accounts
Year ended 31 October 2007

1. Accountmg policies (continued)
Tangible Fixed assets — depreciation

Fixed assets are depreciated from the date when available for use at rates estimated to reduce them to thewr
residual values over their estimated useful lives or the periods of apphicable leases The principal bases used
are as follows

Long leasehold property Straight line over 50 years

Short leasehold property Straight line over term of lease

Aircraft and engines Straight line over 22 years to a residual value of 20% of cost

Rotables Net expenditure 1s written off over a penod of up to 22 years
to a residual value of 20% of cost on a straight line basis

Aircraft modifications and special work Straight line over pertods of up to 22 years A residual value
of 20% of cost 1s applied in respect of owned aircraft

Plant and equipment Straight line over 3 to 10 years

Engine overhaul and maintenance costs Amortised on a straight line basis over the period until the

next scheduled overhaul

An element of the cost of a new arcraft 1s attrbuted on acquisition to prepaid maintenance of 1ts engines and
airframe and 1s amortised over the period until the next scheduled major overhaul Subsequent costs incurred
which extend the useful life to future periods, such as long-term maintenance and major overhaul of awrcraft
and engines, are capitahised as incurred Such costs are then depreciated 1n full 1n the period to the next major
overhaul, on a straight line basis

Leng-term maintenance and major overhaul of aircraft and engines held under operating leases 1s capitalised
as mcurred and amortised over the period until the next scheduled major overhaul Minor engine and
arrframe maintenance costs, for example A and B checks, are written off as incurred

Stock

Stock, mcluding aircraft consumables, and work 1n progress are valued at the lower of cost and net realisable
value Cost 1s the original purchase cost Provision 1s made for obsolete or defective items

Foreign currency

Foreign currency transactions are translated at the rates ruling when they occurred or, 1f explicitly hedged
with a foreign currency forward contract, and not separately hedged against the cost of an aircraft as
described below, at the forward contract rate  Foreign currency monetary assets and habilities are translated
at the rates ruling at the balance sheet date or, 1f appropriate, the forward contract rate Any differences are
taken to the profit and loss account

The cost of arrcraft and engines which have been financed by loans, finance leases and hire purchase
arrangements 1n foreign currency are adjusted at each penod end to take account of the period end rate of
exchange The repayments duning the peniod against the financing arrangements together with the period end
financing balances are also adjusted to penod end rates of exchange All such foreign exchange differences
are taken directly to reserves (see note 18 for details) The aircraft and engines are carried until disposal at the
exchange rate prevailing upon full repayment of the finance mstrument

Investments

The Group has adopted the alternative valuation rules of the Companies Act 1985 1n relation to 1ts other fixed
asset investments and these are presented at market value The Company’s imvestments in subsidiary
undertakings are held at cost less any provision for impairment

Current asset invesiments are shown at the lower of cost and net realisable value Cash on deposit 1s
classified as a current asset investment 1f 1t 1s not available, without penalty, within twenty-four hours

15




Monarch Holdings plc

Notes to the accounts
Year ended 31 October 2007

1.

Accounting policies (continued)
Taxation

Current UK corporation tax 1s provided at amounts expected to be paid (or recovered) using the tax rates and
laws that have been enacted or substantially enacted by the balance sheet date

Deferred taxation 15 provided n full on timing differences which result in an obligation at the balance sheet
date to pay more tax, or a rnight to pay less tax, at a future date, at rates expected to apply when they
crystallise based on current tax rates and law Timing dafferences arise from the mclusion of tems of income
and expendrture in taxation computations 1n periods different from those i which they are included n
financial statements Deferred tax assets are recognised to the extent that 1t 1s regarded as more likely than
not that they will be recovered Deferred tax assets and liabilities are not discounted

Leases

Assets held under finance leases and hire purchase contracts are capitalised and are depreciated over their
estimated useful lives Finance costs are charged to the profit and loss account over the penod of the lease or
hire purchase coniract so as to produce a constant periodic rate of charge on the remaining balance of the
obligation for each accounting period

Amounts payable under operating leases are charged to the profit and loss account as incurred

Crew traming and aircraft introductory costs 1n respect of aircraft under operating leases are written off as
mcurred

Pension costs

Contributions to defined contribution pension schemes are charged to the profit and loss account when
payable Any differences between the amounts payable and paid are recorded as erther accruals or
prepayments on the balance sheet

For defined benefit schemes, of which the Group operates two, the amounts charged to operating profit are
the current services costs and gains and losses on settlements and curtailments They are included as part of
staff costs Past service costs are recognised immediately in the profit and loss account if the benefits have
vested If the benefits have not vested immediately, the costs are recogmised over the penod until the vesting
occurs The interest cost and the expected return on assets are shown as a net pension funding cost in interest
recervable and payable Actuartal gains and losses are recognised 1 the statement of total recogmsed gains
and losses

The defined benefit schemes are funded, with the assets of the scheme held separately from those of the
Group, 1n separate trustee admumstered funds Pension scheme assets are measured at fair vajue and lLiabilities
are measured on an actuarial basts using the projected unit method and discounted at a rate equivalent to the
current rate of return on high quality corporate bonds of equivalent currency and term to the scheme
habilities The actuanial valuations are obtained at least trienmally and are updated at each balance sheet date
The resulting defined benefit schemes” assets or habihties, net of the related deferred tax, are represented
separately after other net assets on the face of the consolidated balance sheet

Arrcraft maintenance provisions

Where the Company has a commitment to mawntam aircraft held under operating leases, provision 1s made
during the lease term for the rectification obligations contained within lease agreements The provisions are
based on estimated future costs of major arframe, certain engine maintenance checks and one-off costs
ncurred at the end of the lease by making appropnate charges to the profit and loss account calculated by
reference to the number of flying hours or engine cycles operated duning the year
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Monarch Holdings plc

Notes to the accounts
Year ended 31 October 2007

2 Turnover, profit before tax and net assets

Group turnover, profit before tax and net assets are analysed as follows

Turnover Profit before tax Net assets
2007 2006 2007 2006 2007 2006
£000 £000 £000 £°000 £000 £°000
Description of class of
business:
Aarline operations 467,777 466,964 6,703 14,248 26,164 27,664
Engineering services 25,850 27,118 1,200 888 22,659 22,232
Sale of airline seats 70,251 82,825 72 (3,037) 2,057 1,646
Tour operations 141,183 156,484 2 (496) 9,738 10,162
Net Group investments
and borrowings - - (3,685) (3,822) 36,433 35,441
FRS 17 adjustment - - 3,184 980 {45,240} (73,218}
705,061 733,391 7,476 8,761 51,811 23,927

The Group operates two defined benefit pension schemes for staff in the airline operations, engneering
services and tour operations divisions The assets and habilities of these schemes cannot be sphit between
these divisions Consequently 1n the analysis above each division has accounted for these schemes as defined

contribution schemes, and only recognised their coninbutions payable to the schemes

2007 2006
£000 £000

Turnover by origin and destination 1s analysed by geographical market below:
United Kingdom 687,897 720,064
Europe 11,936 9,040
North Amernica 4,589 2,584
Australia - 1,076
Africa 162 -
Asia 477 627
705,061 733,391

The principal revenue earning assets of the Group are its awrcraft fleet Since the Group’s aircraft fleet 1s
employed flexibly across its route network, there 1s no suitable basis of allocating such assets and related

habilities to geographical segments




Monarch Holdings plc

Notes to the accounts
Year ended 31 October 2007

3. Information regarding directors and employees

Directors' remuneration:
Remuneration for management services

The emoluments of the highest paid director were

2007 2006
£°000 £000
464 471
415 419

The accrued pension of the highest paid director from the defined benefit scheme at 31 October 2007 was

£15,896 (2006 - £13,614) per annum

The number of directors 1n a defined benefit pension scheme

Average number of employees of the Group during the year, including

directors, was as follows:
Airline operations
Aurcraft engineers
Tour operations
Administrative

Staff costs during the year (including directors):
Wages and salaries
Social secunty costs
Pension costs
Amounts within operating profit
Amounts included as other finance costs
Amounts recogmised in statement of total
recognised gains and losses

2007
£'000

6,862
1,319

(38,582)

2007
£'000

95,731
9,786

(30,401)

75,116

2007 2006
No. No.
1 1
1,818 1,635
508 492
213 216
725 701
3,264 3,044
2006 2006
£°000 £'000
88,258
8,902
8,018
4,103
(42,558)
(30,437)
66,273
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Notes to the accounts
Year ended 31 October 2007

4. Operating profit

Operating profit is after charging:

Loss on sale of tangible fixed assets

Depreciation — tangible assets

Amortisation of intangible assets

Operating lease rentals - plant and machinery
- other

The analysis of auditors' remuneration is as follows:

Fees payable to the Company’s auditors for the audit of the Company’s
annual accounts

Fees payable to the Company’s auditors and their associates for other
services to the Group:

The audit of the Company’s subsidiaries pursuant to legislation

Total audit fees

- Tax services

- Other services

Total non-audit fees

Fees payable to the Company's auditors and their associates 1n respect of

associated pension schemes
Audit

2007 2006
£'000 £°000
63 1,169
31,071 30,742
747 747
32,337 33,655
2,583 1,374
2007 2006
£000 £000
32 24

262 264
2594 288

68 17

48 69

116 146

12 12

Fees payable to Deloitte & Touche LLP and their associates for non-audit services to the Company are not
required to be disclosed for either year because the consolidated financial statements are required to disclose

such fees on a consolidated basis
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Notes to the accounts
Year ended 31 October 2007

5.

Interest payable and similar charges

On bank loans
On finance lease and hire purchase contracts
Net finance charge on penston scheme

Tax (credit)/charge on profit on ordinary activities

(a)  Tax (credit)/charge on profit on ordinary activities

Current tax

Unmited Kingdom corporation tax on profit for the year at 30% (2006 — 30%)
Adjustments n respect of previous periods

Total current tax credit

Deferred tax

Origmation and reversal of timing differences (see note 16)

Adjustment 1n respect of prior years (see note 16)

Movement on pension deferred tax asset taken to profit and loss account

Total deferred tax (credit)/charge

Tax (credit)/charge on profit on ordinary activities

(b) Factors affecting current tax (credit)/charge for the year

2007 2006
£000 £000
7,502 7,759

14 1

1,319 4,103
8,835 11,873

2007 2005
£2000 £2000

525 216

(529) (361)

4) (145)
(2,407) 2,424
7N -
893 307
(1,561) 2,731
(1,565) 2,586

The tax assessed for the year 1s different from the standard rate of corporation tax in the UK

differences are explained below

Standard rate of corporation tax

Effects of
Expenses not deductible for tax purposes
Capital allowances for year in excess of depreciation
Other timing differences
Utilisation of tax losses
Adjustment to tax charge 1n respect of previous penods

Current tax credit for the year

The principal

2007 2006
% %
30 30
(8) (N
8 (21)
(N (M

- 1
N 4)
- (2)
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Notes to the accounts
Year ended 31 October 2007

7. Dividends paid

2007 2006
£°000 £°000
a) Amounts recognised as distributions to equity holders in the period
Fnal paid dividend for the year ended 31 October 2007 of £90
(2006 - £50) per share 4,500 2,500
b) Proposed dividends not recognised in the period:
Proposed final dividend for the year ended 31 October 2007 of £70
(2006 - £90) per ordinary share 3,500 4,500

Proposed final dividends are subject to approval by shareholders at the Annual General Meeting and have not
been included as a liability in these financial statements

8. Intangible fixed assets

Intellectual
Goodwill on property
Group consolidation rights Total
£°000 £2000 £2000
Cost
At 1 November 2006 and at 31 October 2007 15,854 500 16,354
Amortisation
At 1 November 2006 7,076 500 7,576
Charge for the financial year 747 - 747
At 31 October 2007 7,823 500 8,323
Net book value
At 31 October 2007 8,031 - 8,031
At 31 October 2006 8,778 - 8,778
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Monarch Holdings plc

Notes to the accounts
Year ended 31 October 2007

10.

Tangible fixed assets (continued)

The plant and equipment cost includes £190,000 (2006 - £189,050) in respect of assets which are subject to
hire purchase and finance lease contracts The accumulated depreciation of these assets 15 £26,000 (2006 -

£38,149) The related depreciation charge for the year was £24,000 (2006 — £28,851)
The cost of the long leasehold property includes £68,000 (2006 - £68,000) of capitalised interest

Group Group Company
2007 2006 2006
Commitments for capital expenditure £000 £°000 £'000
Contracted for but not provided in the financial
statements 51 140 -
Fixed asset investments
Other
non-listed
investments
Group £°000
Cost
At 1 November 2006 38,477
Addimions 980
At 31 October 2007 39,457
Provision for impairment
At 1 November 2006 and at 31 Qctober 2007 3,024
Net book value
At 31 October 2007 36,433
At 31 October 2006 35,453
Company
Shares 1n subsidiary undertakings
Cost and net book value
At 1 November 2006 and 31 October 2007 2,037
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Notes to the accounts
Year ended 31 October 2007

10.  Fixed asset investments (continued)

Principal Group investments

The parent Company and the Group have investments in the following subsidiary undertakings and
mvestments, which principally affected the profits or net assets of the Group The principal investments
mnclude the following

Country of
mcorporation and
Subsidiary undertakings operation Principal activity Holding %
Avro plc England and Wales  Sale of airline seats 11,100,000 ordinary £1 100
shares
Cosmos Hohdays plc England and Wales  Tour operator 14,200,000 ordinary £1 100
shares
Monarch Aircraft England and Wales  Aircraft engineering 100,000 ordinary £1 100
Engineertng Limited* and maintenance shares
Monarch Arrlines Limited* England and Wales  Awrline operator 100,000 ordnary £1 100
shares
Monarch Airlines Leasing
Lirmited England and Wales  Leasing of equipment 2 ordinary £1 shares 100
Monarch Technical Engmeering and
Support Limited* England and Wales  technical services 2 ordinary £1 shares 100
Monarch Travel Group 20,000 ordinary £1
Lirited * England and Wales  Holding Company shares 100
First Aviation Lymited* England and Wales  Charter aircraft broker 25,000 ordinary £1 100
Shares
Country of
Other investments and mcorporation and
loans operation Principal activity Holding Y

Arrlme Group Limited England and Wales  Holding Company for 10,152 ordinary £1 shares 13
the investment n

National A Traffic 12,271,258 unsecured -
Services Limited loan notes of £1 each
*Held directly by Monarch Holdings plc

A valuation exercise was undertaken 1n the prior year by a third party consultancy firm for the Airline Group,
which the directors have used in order to comply with the alternative valuation rules under schedule 4 31(3)
of the Companies Act 1985
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11.

12.

Stocks

Cabin consumables
Engineenng stock
Goods held for resale

Group Group
2007 2006
£°000 £°000
941 841
9,884 9,644
330 302
11,155 10,787

In the opinion of the directors the replacement cost of stocks 1s not matenally different to the above amounts

for both accounting penod ends

Debtors

Amounts falling due within one year:
Trade debtors

Amounts owed by Group undertakings
Corporation tax recoverable

VAT recoverable

Other debtors

Prepayments and accrued income

Amounts falling due after more than one year:

Amounts owed by Group undertaking
Other debtors

Total debtors

Group Group Company Company

2007 2006 2007 2006

£000 £'000 £°000 £000

74,218 37,505 - -

- - - 13,000

- 2,138 - -

2 433 - -

5,876 5,339 1 4
42,759 36,667 -

122,855 82,082 1 13,004

- - 14,500 1,500

2,666 3,645 - -

2,666 3,645 14,500 1,500

125,521 85,727 14,501 14,504
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Notes to the accounts
Year ended 31 October 2007

13.  Current asset investments

Group Group

2007 2006

£000 £°000

Other investments — cash on deposit 16,018 13,348

14.  Creditors: amounts falling due within one year

Group Group Company Company

2007 2006 2007 2006

£:000 £°000 £000 £°000

Bank loans (secured) 11,998 13,269 - -
Obligations under hire purchase contracts and finance

leases 138 93 . -

Trade creditors 46,608 42479 - -

Amounts owed to Group undertakings - - 4,229 4,742

Group relief payable - - - 80

Corporation tax 620 - 15 14

Other taxation and social security costs 3,714 3,112 79 -

Other creditors 4,652 3475 25 25

Accruals and deferred income 176,418 159,888 - -

244,148 222,316 4,348 4,861

Further details regarding loans, finance leases and hire purchase contracts are shown 1n note 15
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Year ended 31 October 2007

15.

Creditors: amounts falling due after more than one year

Bank loans (secured)

Obligations under hire purchase contracts and finance

leases
Amounts owed to Group undertakings
Other loan

Borrowings repayable in more than five years:

Obligations under hire purchase contracts and
finance leases

Between one and two years
On demand or within one year (note 15)

Amounts owing to Group undertakings
After five years

Other loan
After five years (see note 27)

Group Group Company <Company
2007 2006 2007 2006
£'000 £000 £'000 £2000
98,254 116,110 - -
56 55 - -

- - 9,775 9,708

1,150 1,150 1,150 1,150
99,460 117,315 10,925 10,858
43,469 55,435 - -
Group Group Company Company
2007 2006 2007 2006
£'000 £'000 £000 £°000
88 55 - -

106 93 - -
194 148 - -

- - 9,775 9,708

1,150 1,150 1,150 1,150

The bank loans are secured upon aircraft and leasehold property These loans bear interest linked to US
Dollar LIBOR and Sterling LIBOR and are repayable over periods of 12-15 years

The obligations under finance leases and hire purchase contracts are effectively secured on the assets held

under those leases

The amount owed by the Company to a Group undertaking was not interest-bearing during the year (2006 —

nil) This amount 1s repayable after more than five years, there are no other terms for repayment

The other loan 1s mterest free and 1s repayable after more than five years There are no other terms for

repayment
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16. Provisions for habilities

Group

At 1 November 2006

Charged/(credited) to profit and loss account

Credited to statement of total recognised gans and
losses

Utilised in the year

At 31 October 2007

Deferred taxation

Un-utihlsed Mamtenance Deferred
Leasehold reserves Tax Total
£'000 £000 £000 £°000
572 5,545 32,517 38,634
- 2,745 (2,454) 291
- - (337) (337)
- (5,915 - (5,915)
572 2,375 29,726 32,673

The total potential amount of deferred tax on nming differences and the amount for which provision at 28%

(2006 — 30%) has been made 15

Accelerated capital allowances
Other timing differences
Foreign exchange

Un-utilised leasehold

Group Group

Provided Provided

2007 2006

£ £

23,404 27,851
(574) 917

6,896 5,643

29,726 32,517

The provision relates to part of a property lease, which 1s currently being marketed for tenants

Maintenance reserves

Where the Group has a commitment to mamntain aircraft held under operating leases, provision 1s made
during the lease term for the rectification obligations contained within lease agreements The provisions are
based on estimated future costs of major arframe, certain engine mamtenance checks and one-off costs
mncurred at the end of the lease by making appropnate charges to the profit and loss account calculated by
reference to the number of flying hours or engine cycles operated during the year

Pensions

Provision has been made for the deferred tax on the pension hability calculated under FRS 17 *‘Retirement
Benefits® (see note 23) This deferred tax asset 15 offset against the pension hability and 1s not included 1n

provisions for liabilities
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17.

18.

19.

Called up share capital

2007 2006
£2000 £°000
Authorised, called up, allotted and fully paid
50,000 ordinary shares of £1 each 50 50
Foreign exchange translation adjustment
2007 2006
£000 £°000
The foreign exchange translation adjustment comprises:
Aircraft and engines — cost (note 9) (10,063) (12,799)
Aaircraft and engines — depreciation (note 9) 2,527 2,340
(7,536) (10,459)
Outstanding loans (note 25) 5,891 9,047
Depreciation charge (596) (700)
Interest charge (433) (351)
(2,674) (2,463)

Contingent habilities

Charges have been registered over certain bank deposits held n a subsidiary’s name as security for guarantee
facilities provided by those banks The total amount of bank deposits subject to these charges at 31 October
2007 was £8,841,000 (2006 - £11,207,000)

In accordance with the terms of the Cosmos Holidays plc and Avro ple’s CAA licence and membership of
the Federation of Tour Operators, the Group and Company have arranged bonding of some £30,073,000
(2006 - £28,974,000) through bankers under which the amount bonded becomes payable in the event that this
Company should be unable to carry out its obligations to 1ts customers

At 31 October 2007, there were other contingent habilities and commitments of the Group ansing in the
ordinary course of business The directors are of the opmnion that no material loss will arise under these
arrangements The directors were of the same opimnion about the contingent habilities in existence at 31
Qctober 2006
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20.

21.

Commitments
Operating leases

At 31 October 2007, the Group had annual commitments under non-cancellable operating leases as set out
below

Arrcraft
and Land and

engmes  buildings Other Total
£°000 £°000 £’°000 £000

Operating leases which expire-
Within one year 11,884 289 776 12,949
In the second to fifth year mclusive 24,186 1,237 45 25,468
After five years - 1,363 - 1,363
36,070 2,889 821 39,780

At 31 October 2006 the Group had annual commitments under non-cancellable operating leases as set out
below

Aircraft
and Land and

engines  buildings Other Total
£°000 £°000 £000 £000

Operating leases which expire:
Within one year 4,782 290 11 5,083
In the second to fifth year inclusive 25,813 1,051 901 27,765
After five years - 1,279 - 1,279
30,595 2,620 912 34,127

QOther finance commitments

At 31 October 2007, the Group had commitments under forward exchange contracts entered into 1n the
ordinary course of business amounting to £442,999,523 (2006 - £357,770,123)

At 31 October 2007, the Group had arcraft fuel swaps in place to fix the price of £40,873,827 (2006 -
£59,719,006) of their 2008 (2007} fuel purchase

The fair value of derivatives taken out to hedge future operating costs 15 not recognised mn the accounts At
31 October 2007 the Group had an unrecogmised loss on their forward exchange contracts of £15,828,537
(2006 — loss of £6,177,647) and an unrecogmsed gain on their fuel price swaps of £8,727,043 (2006 — loss of
£7,143,161)

Profit for the financial year

As permutted by Section 230 of the Companies Act 1985, the profit and loss account of the Company has not
been presented 1n these financial statements The consolidated profit for the financial year includes a profit
after tax and before dividends of £4,885,000 (2006 - £2,458,000) which has been dealt with in the financial
statements of the Company
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22,

Pension arrangements
Defined contnbution schemes

The Group made contributions to the defined contribution scheme of £684,576 (2006 — £541,000) There
were outstanding contributions at the year end of £59,541 (2006 — £14,000)

Defined benefit schemes
Monarch Airlines Limited Retirement Benefits Plan

Certamn subsidiaries operate a jontly funded defined benefit pension scheme for UK employees The assets
of the scheme are administered by Trustees and are held n separate funds

The scheme 15 subject to a tnenmal valuation by independent actuaries A full actuarial valuation was carried
out at 30 June 2004, although a revised valuation based on the plan’s financial position at 30 June 2007 1s
currently taking place

During the twelve month period, in accordance with the actuary’s recommendations, in respect of the
Groundstaff section the Group and the employees have made contributions of 7 6% of pensionable salaries
and members made contributions of 7 5% for those accruing 1/60™, 5 5% for those accruing 1/70™ and 4%
for those accruing at 1/80" In respect of the Awcrew Section the Group and the employees made
contributions of 13 9% of pensionable salanies Members of the Aircrew Section made contributions of 14
%% for those accruing 1/50%, 121% for those accrmng 1/55™ and 10% for those accruing at 1/60™ In
addition to the contributions for each section, the Group contributed a further £615,000 per month to the
scheme and also made a one off payment of £2 million during the year These contributions are in
accordance with the actuary’s recommendations and are considered by him to be sufficient to enable the
scheme to meet 1ts liabilities as they fall due

Cosmosair Pension and Life Assurance Scheme

Certain subsidiaries operate a funded defined benefit scheme for qualifying employees The assets of the
scheme are held in separate funds

The scheme 1s subject to a tnenmal valuation by independent actuanies with the last full actuanal valuation
carned out at 1 June 2006 The employers’ contribution rate over the average remaming service lives of the
members of the scheme takes account of the surplus disclosed by the valuation
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22.  Pension arrangements (continued)

Defined benefit schemes (continued)

The financial assumptions under FRS 17 used by the actuaries were

2007 2006 2005
Cosmosair Monarch Cosmosair Monarch Cosmosair Monarch
Pension Airlines Pension Airlines Pension Airlines
and Life Limited and Life Limited and Lafe Limited
Assurance Retirement Assurance  Retirement Assurance Retirement
Scheme Benefit Plan Scheme Benefit Plan Scheme Benefit Plan
Rate of increase in
salaries 50% 42% 4 7% 38% 4 4% 4 9%
Rate of increase for
pensions 1n
payment 3 1% 3 0% 2 8% 3 0% 2 6% 3 0%
Discount rate 5 8% 585% 4 9% 51% 50% 50%
Inflation assumption 35% 31% 12% 2 8% 29% 29%
Increase in deferred
pension 35% 3 1% 312% 2 8% 29% 29%

The fair value of the assets and the present value of the habilities 1n the schemes and the expected rate of

return at each balance sheet date were

Monarch Airlines
Limited Retirement
Benefits Plan

2007 2007
%o £000
Equites 81 211,072
Bonds 577 43,488
Other — Cash 577 3,249
Total market value of assets 257,809
Present value of scheme liabilities (321,008)
Deficit in the scheme (63,199)
Related deferred tax asset 17,698
Net pension hability on an FRS 17

basis (45,501)

Monarch Airlines
Limited Retirement
Benefits Plan

2006 2006
%o £°000

71 184,828
51 36,665
51

1,948

223,441

(328,207)

(104,766)
31,430

(73,336)

Monarch Airlines
Limited Retirement
Benefits Plan

2005 2005
% £000
70 155,979
50 26,111
50 4,088
186,178

(334,747)

(148,569)
44,571

(103,998)
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22.  Pension arrangements (continued)

Defined benefit schemes (continued)

Cosmosair Pension Cosmosair Pension Cosmos Pension
and Life Assurance and Life Assurance and Life Assurance
Scheme Scheme Scheme
2007 2007 2006 2006 2005 2005
% £7000 % £7000 % £000
Equities 71 1,401 74 1,497 62 1,310
Fixed interest and cash 58 1,009 49 844 50 1,354
Property 71 391 74 380 62 334
Purchased annuities 58 653 49 602 - -
Total market value of assets 3,454 3,323 2,998
Present value of scheme habilities (2,913) (3,155) (2,560)
Surplus 1n the scheme 541 168 438
Unrecoverable surplus (168) - -
Related deferred tax hability {112) (50) (131)
Net pension asset on an FRS 17
basis 261 118 307
2007 2006 2005
£'000 £°000 £000

Net pension liability:

Pension hability of Monarch Airlines Limited Retirement

Benefits Plan {45,501) {73,336) (103,998)
Pension asset of Cosmosair Pension and Life Assurance
Scheme 261 118 307

Total net pension hability included in consohdated balance
sheet (45,240) (73,218)  (103,691)

Analysis of the amount charged to operating profit

2007 2006
£°000 £000
Current service cost 6,790 8,018
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22.

Pension arrangements (continued)
Defined benefit schemes (continued)

Analysis of the amount charged to finance costs

2007 2006
£000 £°000
Expected return on pension scheme assets 15,628 12,728
Interest on pension Liabilities (16,947) (16,831)
Net negative return (1,319) (4,103)
Analysis of the amount recognised in the statement of total recognised gains and losses
2007 2006
£°000 £000
Actual return less expected return on pension schemes assets 9,318 20,409
Experience gains and losses arising on schemes habilities 30,193 4
Changes 1n assumpttons underlying the present value of schemes habilities (761) 22,153
Change 1n restriction due to unrecoverable surplus (168) -
38,582 42,558
Movement in net deficit during the year
2007 2006
£°000 £000
Net deficits 1n schemes at the beginning of the year (73,218) (103,691)
Current service cost {6,790) (8,018)
Contributions 11,363 13,096
Past service costs (72) -
Other financial costs {1,319) {4,103)
Actuanal gains 38,582 42,558
Deferred tax asset movement (13,786) (13,060)
Net deficit in schemes at the end of the year (45,240) (73,218)
2007 2006
£000 £°000
Represented by
Monarch Airlines Limited Retirernent Benefit Plan (45,501) (73,336)
Cosmosair Pension and Life Assurance Scheme 261 118
Net pension deficit (45,240) {73,218)
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22.  Pension arrangements (continued)
Defined benefit schemes (continued)

History of experience gains and losses

Difference between expected and actual
return on scheme assets:
Amount (£'000)
Percentage of schemes assets

Experience gams and losses on schemes
habilities:
Amount (£'000)
Percentage of schemes habilities

Total actuarial loss in the statement of
total recognised gains and losses:
Amount (£°000)

Percentage of schemes assets

2007

9318
Jo%

27,693
(8 6%)

38,582
(11 91%)

2006

20,409
9 0%

4)
(0 0%)

42,558
18 8%

2005

14,672
79%

(1,962)
(1 0%)

(19,055)
(10 1%)

23.  Reconciliation of operating profit to net cash inflow from operating activities

Operating profit

Amortisation — intangible fixed assets
Depreciation — tangible fixed assets
Loss on sale of tangible fixed assets
Decrease/(increase) 1n stocks
Increase in debtors

Increase 1n creditors

Adjustment for net investment hedge
Adjustment for pension funding

Net cash inflow from operating activities

2004 2003
2242 (26,022)
15% (1922%)
67  (6,650)
00%  (27%)
(16,365)  (58,088)
(106%) (23 6%)
2007 2006
£000 £000
12,533 16,686
747 747
31,071 30,742
63 1,169
349 (1,560)
(42,961) (7,758)
20,242 11,153
(1,032) (1,052)
(4,501) (5,078)
16,511 45,049

35




Monarch Holdings plc

Notes to the accounts
Year ended 31 October 2007

24 Reconciliation of net cash flow to movement 1n net debt

2007 2006

£°000 £°000

(Decrease)/increase 1n cash in the year (25,151) 9,338

Cash used to repay debt 13,343 13,922
Increase/(decrease) in liqguid resources 304 (5,225)

Change 1n net debt resulting from cash flows (9,504) 18,035
New finance leases (1534) (73)

Foreign exchange movements (note 18) 5,891 9,047

Movement 1n net debt in the year (3,767) 27,009
Opening net debt (65,977) (92,986)
Closing net debt (69,744) (65,977)

25.  (a) Analysss of net debt

At Foreign At

1 November Cash  Non-cash exchange 31 October

2006 flows changes movement 2007

£000 £000 £2000 £°000 £°000

Cash at bank and 1n hand 40,145 (23,151) - - 16,994
Bank loans due after one year (116,110) (83,477) 96,083 5,250 (98,254)
Bank loans due within one year (13,269) 96,712 (96,083) 641 (11,999)

Fance leases and hire purchase

obligations (148) 108 (154) - {194)
Other loan (1,150) - - - (1,150)
(130,677 13,343 (154) 5,891 (111,597)

Restricted cash 11,207 (2,366) - - 8,841

Current asset investments 13,348 2,670 - - 16,018
Total (65,977) (9,504) (154) 5,891 (69,744)

25.  (b) Reconciliation of cash at bank and in hand

As descnbed 1n note 19, charges have been registered over certan bank deposits to guarantee facilities
provided by those banks These amounts do not meet the defimtion of cash at bank and in hand as per
paragraph 2 of FRS1, accordingly a reconcihation of cash at bank and in hand as defined by FRS! to the
amount disclesed in the balance sheet 1s presented below

2007 2006

£000 £'000

Cash n bank and in hand, as defined by FRS1 16,994 40,145
Restricted cash 8,841 11,207
Cash at bank and 1n hand —balance sheet presentation 25,835 51,352
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26.

Related party transactions
Set out below 15 a summary of related party transactions between

. The Company or subsidiary undertakings of the Company, and
. Companies or individuals who are related parties of the Company or Group where the transaction or
balance 15 not specifically exempted from disclosure by FRS 8 ‘Related Party Transactions’

All such transactions have been executed on an arm’s length basis

Transaction Related Party
1 L.oan to Monarch Holdings plc on interest free terms Cosmosguide Holding International NV as
and with no fixed terms for repayment The amount lender

due to the related party at 31 October 2007 was
£1 15m (2006 - £1 15m)

2 Operating leases to the company of awrcraft, engines  Various lessors
and rotable components at a cost of £18 3m (2006 -
£19 23m) in the pertod These leases are for periods
of between | and 6 years at rentals ranging from
£034m to £49m per annum (2006 - £036m to
£4 9m)

The amount due to the lessors at 31 October 2007
was £3 01m (2006 - £3 3m)

Included 1n the above 1s an operating lease 1n respect Rossana Leasing Corporation as lessor
of an aircraft  The terms of that lease were amended

by an agreement dated 15 March 2002 with effect

from 15 March 2002 The lease runs for a period of

5 years at a rental of approximately £1 3m per

annum

Included 1n the above 1s an operating lease in respect Project Investment Corporation as lessor
of an awrcraft The terms of that lease were amended

by an agreement dated 17 Apnl 2002 with effect

from 17 April 2002 The lease runs for a period of 7

years at a rental of approximately £1 4m per annum

3 Proviston of insurance and insurance services to the Voyager Insurance Company Limited as
company 1n respect of the aircraft fleet, property, provider of insurance and nsurance
and motor vehicles ammounting to £5 63m (2006 - Services

£6 lm) mn the year The amount due to the related
party at 31 October 2007 was £3 4m (2005 - £3 9m)
There were also amounts due from Voyager to
Monarch Awlines Limited to the value of £04m
(2006 - £1 8m) in relation to insurance claims agreed
and awaiting settlement
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26.

Related party transactions (continued)

4

10

Transaction

Under a Rebate Assignment dated 15 Apnl 1988,
and supplemental agreements dated 15 July 1991
and 29 June 1992, the company 1s providing secunty
for the obligations of Andrair Limited, to the head
lessor (an unrelated third party) of an aircraft which
15 subleased by Andrair Limited to Monarch Airlines
Limited  The annual lease rental was £1 09m
However a liability will only arise 1f Andrair
Limited defaults in 1ts lease payment obligations
The quantum of any such hability would be based on
the net proceeds of sale of the aircraft which cannot
be determined at the present time

On 26 Apnl 1989 the company gave a guarantee In
respect of the obligations of Tourwise of London
Limited to an unrelated third party, under a property
lease The lease, which 1s for a term of 25 years,
commenced on 25 December 1985 at an inihal rent
of £135,500 per annum  Any hLability of the
company 1s fully mdemmified by Glossa Travel
Services International NV (see transaction 6)

Pursuant to an agreement dated 24 November 1989
any liability of the company under the guarantee of
the lease referred to in transaction 5 1s fully
indemnified

Sale of seats to customers of a related party
amounting to £ml (2006 £157,000) The balance as
at 31 October 2007 was £0 (2006 £ml)

Sale of seats to the related party by subsidiary
undertakings of the Company amounting to
£2,404,000 (2006 - £2,451,000) At 31 October
2007 £852,000 (2006 - £2,286,000) was due from
the related party

The sum of £1,899,000 (2006 - £1,111,000) was due to

the related party at 31 October 2007 in respect of

scheduled airline seats paid by the related party on
behalf of the Company

Fee for provision of bonds with regulatory bodies
£621,461 (2006 - £758,000) of which £589,656 (2006
- £566,000) relates to future accounting penods

Related Party
Andrair Limited as lessee of an arcraft and
beneficiary of security agreements

Tourwise of London Limited as |
beneficiary of guarantee |

Glossa Travel Services International NV
as provider of an indemnity

Cosmos Coach Tours Limited as the user
of airrline seats

Cosmos Transport Services Limited as
seat broker

Cosmos Coach Tours Limited

Tourama Limited as provider
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26.

27.

Related party transactions {continued)

11

12

i3

14

15

16

17

18

Transaction
Fee for proviston of resort and administrative services
and hability insurance £451,782 (2006 -£538,290)

The balance due from Tourama Limited at 31 October
2007 was £16,345417 (2006 balance due to -
£1,553,332) This covers transacttons 10 and 11 above
and payments made by Tourama Limited to unrelated
third parties as paying agent of the company

Fee for provision of management services to the
company £50,000 (2006 - £50,000)

Licence fee for use of the ‘Cosmos’ name £125,000
(2006 - £120,000) The balance due at 31 October
2007 was £125,000 (2006 — £120,000)

Administration fees, contribution to central overheads,
supply of UK airport departure point services charged
to the related parties amounted to £1,480,814 (2006 -
£1,090,723) in the year, and purchases of scheduled
service seats from the related parties of £2,489,000
(2006 - £1,746,000) The balance due from these
related parties at 31 October 2007 was £ml (2006 -
£919.377) The sum of £15,062,718 (2006 -
£9,343,305) was due to the related parties at 31
October 2007 and includes hohiday booking monies
received on behalf of Cosmos Coach Tours Limited

Fee for provision of guarantee to the Civil Aviation
Authonity £76,866 (2006 - £217,905) of which £mil
relates to future accounting peniods (2006 - £34,751)

Purchase of hotel accommodation from related party
£n1l (2006- £21,000)

D L Bemnstein invoiced the company £48,762 (2006 -
£52,000) for his services during the year As at the
yearend there were no outstanding invoices owed to D
L Bernsten

Ultimate parent Company and controlling party

Related Party
Tourama Limited as provider

Tourama Limited as debtor

Cosmosgwide Holding International NV as
provider

Cosmos European Travels
Aktiengesellschaft as propnietor

Cosmos Coach Tours Limited and Archers
Tours Lirmuted as users and providers of
services

Cosmosguide Holding International NV as
guarantor

Hugh Morgan as director of Cosmos
Holidays Plc

D L Bemnstein as a director of Monarch
Airlines Linmated

The directors consider that the Company’s ultimate and immediate parent Company and 1ts controlling party
15 Amerald Investments NV, a Company ncorporated in the Netherlands Antilles, the accounts of which are
neitther consolidated nor publicly available

The directors consider that Mr S Mantegazza, Mr G Mantegazza and Mr M Albek are together the ultimate
controlling parties of the Company
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