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THOMAS COOK AIRLINES LIMITED

Directors’ report

The dwrectors present thewr annual report on the affaws of the Company, together with the financial statements and
mndependent auditors’ report This annual report covers the year ended 30 September 2010

BUSINESS REVIEW AND ACTIVITIES

Thomas Cook Airlines Limited 1s a wholly owned subsidiary of Thomas Cook Group ple (“TCG plc™ / “'the Group”’)
a company that 1s listed on the London Stock Exchange

The results for the Company show a pre tax profit of £31 2 mullion (2009 Joss of £29 6 null:on) for the year and
sales of £1,027 0 mullion (2009 £989 1 milhion) The Company has net assets of £91 3 rullion (2005 £77 9 mullion)
Net cash outflow from operating activities for 2010 was £127 3 mullion (2009 £133 4 nullion inflow)

Thomas Cook Group plc operates n the UK through a number of subsidiary compames the activities of which
mnclude packaged holidays, airline operations, sales channels including retail and online dynamic packaging /
compenent travel businesses and scheduled tour operators

The principal activity of Thomas Cook Airlines Lirmited 1s that of a charter airline operator

The volcanic ash ¢loud and resultant closure of airspace had a sigmficant impact on the Apnl flymg programme, but
also a knock-on effect on demand throughout the summer season The direct costs of the volcanic ash ¢loud
mcident, which have been included within exceptional items were £10 3 million

BUSINESS ENVIRONMENT

Following significant market consolidation 1n 2007 two major vertically integrated operators operate within the UK
travel industry

e  Thomas Cook Group plc (created via the merger of Thomas Cook AG and MyTravel Group plc)
TUI Travel PLC

As has been the case n recent years the Company has faced considerable volatility in 1ts business environment In
particular the UK. market has seen a prolonged penod of economic weakness and nsing utemployment Continued
weakness of Sterling agamst other major currencies, especially the Euro, has put pressure on package hohday mput
costs and has mfluenced the level of demand for some destmations

STRATEGY AND FUTURE OUTLOOK

TCG plc strategy 1s focused on four key growth dnivers

Maximising value of mainstream travel

Establishing Thomas Cook as a leading provider of independent travel
Bulding our position as a leading provider of travel related financial services
Extending our business through mergers, acquisitions and partnerships

The merger of Thomas Cook AG and MyTravel Group pic has generated considerable synergy benefits These have
arsen principally n the UK as this 1s where the significant overlap of operations occurred The previous financial
year saw considerable exceptional restructuring costs which accompamed the realisation of these benefits




THOMAS COOK AIRLINES LIMITED

Directors’ report (continued)

PRINCIPAL RISKS AND UNCERTAINTIES

The UK Group have 1dentified a number of nisks and uncertainties that could potentially damage the current business
model and future growth opportumties

= Geo-political events and natural disasters — The nature of our business operations exposes the UK Group to
a wide range of geo-politcal nsks and potential natural disaster scenanos To counter thus, the UK Group
operates a flexible business model with the ability to shuft capacity amongst destinations where necessary

+  [nformation Technology — IT plays a major role 1n day to day operations, the UK Group recognises this
importance and invests accordingly n systems to ensure an efficient and reliable service 1s mamntamed

¢  Financial nsk — the UK Group 1s pnimarily exposed to the two key financial risk areas of fuel prices and
foreign currency exchange rates We manage both of these nisks appropnately through the use of vanous
hedging instruments 1n accordance with pohicies that have been agreed with the UK Group The objective of
foreign currency hedging policy 1s to mimmse the potential exposure anising from any market change in
exchange rates following the production of leisure travel brochures Appropniate fuel hedges are established
mn order to mummuse the potential exposure ansing from any market fuel price movements following the
time that flight schedules are fixed

¢  Environmental nisk — As a major tour operator we use awrcraft to take people on hohdays, sometimes to
countnes where tourism 1s just developing We take our corporate and social responsibilities very senously
We operate a modern, efficient airline and work wath authornities and local supphers 1n destnations to
ensure that any environmental impact 1s minunised

KEY PERFORMANCE INDICATORS (“KPI’s”)

The directors of Thomas Cook Group plc manage the Group’s operations on a segtnental basis For this reason, the
Company’s directors believe that analysis using key performance indicators for the Company 1s not necessary or
appropriate for an understanding of the development, performance or position of the business of Thomas Cook
Aisrhnes Limited The development, performance and position of the UK segment of the Group, which include the
results of the Company, are discussed 1n the financial review on pages 42 to 45 of the Group’s annual report, which
does not form part of this report

FINANCIAL RISK MANAGEMENT

The Company’s operations expose it to a variety of financial nisks, including the effects of changes 1n currency
exchange rates, credit exposure, liquidity and interest rates The directors manage these rsks 1n accordance with
pohicies that have been agreed with TCG ple The main nsks ansing from the Company’s financtal instruments can
be analysed as follows

Currency risk

The Company 1s exposed in 1ts trading operations to the risk of changes 1n currency exchange rates Appropnate
forward contracts are used to hedge this exposure

Credit risk

The Company’s principal financial assets are bank balances, cash and trade and inter-company debtors which
represent the Company’s maximum exposure to credit nisk 1n relation to financial assets Risk 1s managed through
internal monitoring processes




THOMAS COOK AIRLINES LIMITED

Directors’ report (continued) |
FINANCIAL RISK MANAGEMENT (continued)

Price risk

The Company 1s not matenally exposed to commodity price risk as a result of 1ts operations

Liquidity risk

The Company has appropnate overdraft faciliies in place with various banks where considered necessary The

Company uses 1ts annual budget and planning process to predict and manage expected future hqudity The hquidity
forecast 1s reviewed and updated on a regular basis

Interest rate risk

|
The Company 1s subject to risks ansing from mterest rate movements in connection with the cost of servicing 1ts |
short-term borrowings and the returns on 1ts liqmid assets The risks associated with thus are managed at a Group |
level in conyunction with the hiquidity risk |

EQUAL OPPORTUNITIES

The Company 15 commutted to employment polictes, which follow best practice, based on equal opportunities for all
employees, irrespective of sex, race, colour, disability or marital status and offers traiming and career development
for disabled staff If members of staff become disabled the Company continues employment wherever possible and
arranges retraimng

EMPLOYEE INVOLVEMENT

The Company 15 also commutted to providing employees with information on matters of concem to them on a regular
basis, so that the views of employees can be taken into account when decisions that are likely to affect their interests
In addition, the Company encourages the involvement of employee’s by means of regular briefing meetings,
supplemented by a range of staff magazines Surveys are held regularly as a means of measuning the effectiveness of
the ways 1n which staff are managed

DIVIDENDS

The directors do not recommend the payment of a dividend 1n respect of the year to 30 September 2010 (2009 £ml)
DIRECTORS

The directors, who served during the year and up 10 the date of signing the financial statements except where noted
below, were as follows

F S Pullman

S P E Solomon

L W Mollan (resigned 24 August 2010)
D Alexander

P P Constant (resigned 19 August 2010)
T A Oldham

173 Smuth

J Wild (resigned 22 August 2010)

C J Gadsby (resigned § February 2011)

J M Boler (appointed 1 Apnl 2010}

I Derbyshire (appomnted 1 Apnil 2010, resigned 8 February 2011)
D A Watson (appointed 8 February 201 1)
I S Aulles (appomnted 8 February 2011)




THOMAS COOK AIRLINES LIMITED

u‘Ectors report (continued)

COMPANY SECRETARY

T A Oldham
DIRECTORS’ INDEMNITIES

The Company has made qualifying third party indemmty provisions for the benefit of 1ts directors, which were made
durnng the year and remain 1n force at the date of thus report

SUPPLIER PAYMENT POLICY

The UK Group’s pohicy, which 1s also applied by the Company, 1s to settle terms of payment with suppliers when
agreeing the terms of each transaction, ensure that suppliers are made aware of the terms of payment and abide by
the terms of payment Trade creditors of the Company at 30 September 2010 were equivalent to 29 days (2009 27
days) purchases, based on the average daily amount invoiced by supphiers during the year

CHARITABLE AND POLITICAL CONTRIBUTIONS

The Company made no chantable or political donations dunng the year (2009 £ml)

STATEMENT OF DIRECTORS’> RESPONSIBILITIES

The directors are responsible for prepanng the directors’” report and the financial statements in accordance with
applicable law and regulations

Company law requtres the directors to prepare financial statements for each financial year Under that law the
directors have prepared the financial staternents n accordance with Internauonal Financial Reporting Standards
(IFRSs) as adopted by the European Umon Under company law the directors must not approve the financial
statements unless they are satisfied that they give a true and fair view of the state of affairs of the Company and of
the profit or loss of the Company for that period In preparing these financial statements, the directors are required
to

s select suitable accounting policies and then apply them consistently,

s  make judgments and accounting estunates that are reasonable and prudent,

¢  state whether applicable International Financial Reporting Standards (IFRSs) as adopted by the European
Union have been followed, subject to any material departures disclosed and explamned in the financial
statements,

¢  preparc the financial statements on the gomng concern basis unless 1t 15 mappropnate to presume that the
Company will continue 1n busmess

The directors are responsible for keeping adequate accounting records that are sufficient to show and explam the
Company’s transactions and disclose with reasonable accuracy at any tume the financial position of the Company and
enable them to ensure that the financial statements comply with the Compames Act 2006 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 irregulanues




THOMAS COOK AIRLINES LIMITED

Directors’ report (continued)

PROVISION OF INFORMATION TO AUDITORS
In accordance with Section 418 of the Companies Act 2006, 1 the case of each director n office at the date the

directors’ report 1s approved, the following applies

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

(b} they have taken all the steps that they ought to have taken as directors 1n order 10 make themseives
aware of any relevant audit information and to establish that the Company’s auditors are aware of that
information

INDEPENDENT AUDITORS

A resolution will be proposed at the next Annual General Meeting to re-appomnt PricewaterhouseCoopers LLP as
auditors of the Company

On behalf of the Board,

4A/ Joh,u Boles

Director
21 February 2011
Company Registration Number: 2012379




Independent auditors’ report to the members of
THOMAS COOK AIRLINES LIMITED

We have audited the financial statements of Thomas Cook Airlines Limuted for the year ended 30 September 2010 which
comprise the Income statement, the Statement of comprehensive income and expense, the Balance sheet, the Statement of
changes in equity, the Cash flow statement and the related notes The financial reporting framework that has been applied
n their preparation 1s applicable law and International Financial Reporting Standards (IFRSs) as adopted by the
European Union

Respective responsibihties of directors and auditors

As explained more fully 1n the statement of directors’ responsibilities, set out on page 3, the directors are responsible for
the preparation of the financial statements and for being satisfied that they give a true and fair view Our responsibility 1s
to audit the financial statements 1n accordance with applicable law and International Standards on Auditing (UK and
Ireland) Those standards require us to comply with the Auditing Practices Board’s Ethical Standards for Auditors

This report, including the opinions, has been prepared for and only for the Company’s members as a body n accordance
with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose  We do not, 1n giving these opmions,
accept or assume responsibility for any other purpose or to any other person to whom thus report 1s shown or into whose
hands 1t may come save where expressly agreed by our prior consent in writing

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures 1n the financial statements sufficient to give
reasonable assurance that the financial statements are free from matenal misstatement, whether caused by fraud or error
This includes an assessment of whether the accounting policies are appropriate to the Company’s circumstances and
have been consistently applied and adequately disclosed, the reasonableness of sigmificant accounting estimates made by
the directors, and the overall presentation of the financial statements

Opinion on financaial statements
In our opimion the financial statements
e give atrue and fair view of the state of the Company’s affairs as at 30 September 2010 and of its profit and cash
flows for the year then ended,
* have been properly prepared in accordance with IFRSs as adopted by the European Union, and
+ have been prepared in accordance with the requirements of the Companies Act 2006

Opimon on other matter prescribed by the Companies Act 2006
In our opinion the information given in the directors’ report for the financial year for which the financial statements are
prepared 1s consistent with the financial statements

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report 1o you
if, 10 our opinton
* adequate accounting records have not been kept, or returns adequate for our audit have not been received from
branches not visited by us, or
* the financial statements are not in agreement with the accounting records and returns, or
certain disclosures of directors’ remuneration specified by law are not made, or
* we have not received all the information and explanations we require for our audit

Qs

John Ellis (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

I F-b'wna 201




THOMAS COOK AIRLINES LIMITED

Income statement for the year ended 30 September 2010

Year ended Year ended
30 September 30 September
2010 2009
Note £°000 £000
Revenue 3 1,027,018 989,073
Cost of sales (847,624) (902,001)
Cost of sales — Exceptional 4 (25,867) -
Gross profit 153,527 87,072
Operating expenses 5 (116,439 92,037
Operating expenses — Exceptional 4.5 (187) (14,121)
Disposal of items of property, plant and equipment 214 (29)
Operating profit/(loss) 37,115 (19,115)
Analysed between
Operating profit/{loss) before exceptional items 63,169 (4,994)
Exceptional items 4 {26,054) (14,121)
Income from mnvestments 550 -
Finance income 6 19,097 18,002
Funance costs 7 (25,518) (28,505)
Profit/(loss) befere tax 8 31,244 (29.618)
Income tax {charge)/credit 10 (9,826) 10,482
Profit/(loss) for the year 26 21,418 (19,136)
Attributable to:
Equity hoiders of the parent 21,418 (19,136)

All revenues and results arose from continuing operations




THOMAS COOK AIRLINES LIMITED

Statement of comprehensive income and expense for the year ended 30 September 2010

Profit/(loss) for the year
Other comprehensive income and expense
Actuarial loss on defined benefit pension scheme

Deferred tax on actuanal loss on defined benefit pension scheme

Other comprehensive expense for the year

Note

24
22

Year ended Year ended 30

30 September September
2010 2009

£°000 £°000
21,418 (19,136)
(8,945) (69,456)

887 16,131
(8,058) (53,325)
13,360 {72,461)




THOMAS COOK AIRLINES LIMITED
Balance sheet as at 30 September 2010

30 September 2010 30 September 2009

Note £2000 £7000
Non-current assets
Property, plant and equipment 11 246,509 260,895
Intangible assets 12 38,078 38,204
Investments 1n subsidiary undertakings i3 48,400 48,400
Other investments — loans and recervables 13 13,864 13,747
Trade and other recervables 15 35,565 36,653
Deferred income tax 22 24,447 33,386
406,863 431,285
Current assets
Inventones 14 8,526 6,918
Trade and other recervables 15 187,122 143,544
Cash and cash equivalents 17 116,480 305,249
Denvative financial instruments 20 9,839 -
321,967 455,711
Total assets 728,830 886,996
Current liabilities
Trade and other payables 16 (344,609) {477,409)
Borrowings 18 (22,235) (93,443)
Short-term provisions 23 {50,507 (26,982)
Denivative financial instruments 20 - (15,906)
(417,351) (613,740)
Net current liabilities {95,384) (158,029)
Non-current liabilities
Trade and other payables 16 (1,617) (781)
Borrowings 18 (56,084) (22,253)
Long-term provisions 23 (85,086) (99,620)
Pension deficit 24 (77,408) (72,678)
(220,195) (195,332)
Total habihties (637,546) (309,072
Net assets 91,284 77,924
Equity attributable to owners of the parent
Called up share capital 25 105,438 105,438
Retamned deficit 26 (14,154) (27,514)
Total equity 91,284 77,924

The financial statements on pages 8 to 46 were approved by the board of directors and authonised for 1ssue on 21
February 2011 They were signed on 1ts behalf by

Johlﬂ:ler, Director

Company Registration Number. 2012379




THOMAS COOK AIRLINES LIMITED

Statement of changes in equity for the year ended 30 September 2010

Retained

Share capital earnings/(deficit) Total

£2000 £000 £7°000

Opening balance at 1 October 2008 105,438 44,947 150,385

Loss for the year - (19,136) (19,136)

Actuanal loss on defined benefit pension scheme - (69,456) (69,456)

Movement on deferred tax 1n relation to the

defined benefit pension scheme - 16,131 16,131

At 30 September 2009 105,438 (27.514) 77,924

Profit for the year - 21,418 21,418

Actuaral loss on defined benefit pension scheme - (8,945) (8,945)
Deferred tax on actuanal loss on defined benefit

pension scheme 887 887

At 30 September 2010 105,438 (14,154) 91,284

11




THOMAS COOK AIRLINES LIMITED

Cash flow statement for the year ended 30 September 2010

Cash flows (used in) / generated from operating
activities

Cash (used ) / generated from operations

Income taxes paid

Net cash (used in) / generated from operating
activities

Investing activiies

Interest recerved

Proceeds on disposal of property, plant and equipment
Purchases of property, plant and equipment

Purchases of mtangible assets

Loan repayments

Dividend from subsidiary

Net cash used in investing activities

Financing activities

Interest paid

Interest paid on finance leases

Capital element of obligations under finance leases
Proceeds from new borrowings

Repayment of borrowings

Net cash used in financing activities

Net (decrease)/increase in cash and cash equivalents

Cash and cash equivalents at beginming of year

Cash and cash equivalents at end of year

Year ended Year ended 30

30 September September

2010 2009

Note £°000 £°000
27 (127,261) 133,423
- (1

(127,261) 133,422

101 247

1,712 68

(20,770) (22,710)

(230) (775)

1,075 2,139

550 -

(17,562) (21,031)

(1,476) (4,634)

(5,093) (7,189)

(34,723) (56,470)

- 7,468

(2,654) -

(43,946) (60,825)

(188,769) 51,666

305,249 253,683

17 116,480 305,249




THOMAS COOK AIRLINES LIMITED

Notes to the financial statements for the year ended 30 September 2010

1.

General information

Thomas Cook Airlines Liruted 1s a company incorporated in the United Kingdom under the Companies Act
2006 The address of the registered office 1s The Thomas Cook Business Park, Comingsby Road, Peterborough,
PE3 8SB The nature of the Company’s operations and 1ts pnincipal activihies are set out in the Directors’
Report These financial statements are presented in pounds sterling because that 1s the currency of the primary
economuc environment in which the Company operates At 30 September 2010 the Company was a wholly-
owned subsidiary company (note 30) and was included withun the audited consolidated financial statements of
Thomas Cook Group plc, a company incorporated in Great Britain, which were prepared mn accordance with
International Financial Reporting Standards and filed wath the Registrar of Companies The Company 15
therefore exempt from the obligation to prepare consolidated financial statements under section 400 of the
Companies Act 2006

In the current year, the following new or amended standards have been adopted and have affected the amounts
reported or the disclosure and presentation in these financial statements

IAS 1 (Revised) ‘Presentation of Financial Statements’ 1s effective for annual reporting periods commencing
on or after 1 January 2009 The amendments require a number of presentational changes, including the
introduction of a statement of comprehensive mcome and the requirement to present a statement of changes
equity as a primary statement The statement of comprehensive iIncome represents all items of recogmsed
income and expense wn erther one statement or two linked statements Management has elected to present two
statements

In the current year, the following new or amended standards and mterpretations have also been adopted Therr
adoption has not had a significant impact on the amounts reported or the disclosure and presentation n these
financial statements, but may impact the accounting or the disclosure and presentation for future transactions
and arrangements

IAS 39 (Amendment) ‘Eligible hedged 1tems’ 1s effective for annual reporting penods commencing on or afier
1 July 2009 The amendment prohibits the time value component of derivatrve options being designated as an
effective hedge

IFRS 7 {Amendment) ‘Financial instruments disclosure’ 1s effective for annual reporting penods commencing
on or after 1 July 2009 The amendment requires enhanced disclosure for fair value and measurement nsk

IFRS 2 (Amendment) ‘Share based payments’ 1s effective for annual reporting penods commencing on or after
1 January 2009 The amendment provides a defimtion of vesting conditions and specifies the accounting
treatment for non-vesting conditions

IAS 32 (Amendment) ‘Financial instruments presentation’ 1s effective for annual reporting penods
commencing on or after 1 January 2009 The amendment clarifies the treatment of puttable financial
mstruments, whereby puttable instruments meeting certain critena are treated as equity as opposed to financial
habilities

13




THOMAS COOK AIRLINES LIMITED

Notes to the financial statements for the year ended 30 September 2010

1. General information (continued)

IFRIC 14 ‘TAS 19 The limit on a defined benefit asset, mimimum funding requirements and their interaction’ 1s
effective for annual reporting periods commencing on or after 1 January 2009 The interpretation provides
guidance on the amount of pension scheme surpluses that can be recogrused as a defined benefit asset and
when mummum funding requirements ma give rise to additional habilities

At the date of authorisation of these financial statements, the following Standards and interpretations that are
expected to impact on the Company but which have not been applied mn these financial statements were 1n 1ssue
but not yet effective

1IAS 24 (Amendment) ‘Related partuies’, 1s effective for annual reporting penods commencing on or afier 1
January 2011 The amendment clanfies the definition of related parties

[FRS 2 {Amendment) ‘Share-based payments’, 1s effective for annual reporting peniods commencmng on or
after 1 January 2010 This amendment clanfies the scope and accounting for group settled share-based
payments

IAS 32 (Amendment) ‘Classification of nights’ 15 effective for annual penods commencing on or after |
February 2010 The amendment clanifies the treatment of rnights, options or warrants 1ssued to acquure a fixed
number of an entity’s own equity mstruments for a fixed amount of consideration

IFRS 9 ‘Financial instruments’ 15 effective for annual reporting penieds commencing on or after 1 January
2013 Thus standard wll eventually replace LAS 39 but currently only details the requirements for recognition
and measurement of financial assets

IFRIC 14 (Amendment) ‘Prepayments of a mmmmum funding requirement’ 1s effective for annual reporting
penods commencing on or afier 1 January 2011 The amendment remedies one of the consequences of IFRIC
14, whereby an entity under certain circumstances 15 not allowed to recognise an asset for the prepayment of a
muumum funding agreement

The Directors’ anticipate that the Company will adopt these standards and interpretations on their effective
dates

2. Significant accounting policies

The principal accounting policies applied 1n the preparation of the financial information presented m this
document are set out below These policies have been applied consistently to the periods presented unless
otherwise stated

Basis of preparation

These financial statements have been prepared 1n accordance with IFRSs as adopted by the EU and IFRIC
terpretations and with those parts of the Compares Act 2006 apphicable to Companies reporting under IFRS
The financial statements have also been prepared in accordance with IFRS adopted for use in the European
Union and therefore comply with Article 4 of the EU 1AS Regulation

The Company 1s reliant on the support of the fellow group undertaking Thomas Cook Group UK Limited Thas
support has been formally provided and accordingiy the directors of Thomas Cock Airlines Limited have
prepared these financial statements on a gomng concern basis

14




THOMAS COOK AIRLINES LIMITED

Notes to the financial statements for the year ended 30 September 2010

2.

Significant accounting policies (continued)

The financial statements have been prepared under the histoncal cost convention, except for revaluation of
certain financial instruments The principal accounting policies adopted are set out below The financial
statements are prepared on a gomg concern basis

1.

Subsidiary undertakings

Investments tn subsidiary undertakings are accounted for at cost less provision for impairment Dividends
recerved from these investments are recogmsed 1n the income statement on the date of receipt and classified
as investment income

Intangible assets

Goodwil!

Goodwnll represents the excess of the cost of an acquisition over the fair value of the net 1dentifiable assets
of the acquired subsidiary at the date of acquisiion  Goodwll on acquisitions of subsidiaries 1s included 1n
mntangible assets Goodwill 1s tested annualty for impairment and carned at cost less accumulated
impairment losses For the purposes of assessing impairment, assets are grouped at the lowest levels for
which there are separately identifiable cash flows (cash-generating umits) The allocation of goodwill 1s
made to those cash-generating units that are expected to benefit from the business combination in whach the
goodwall arose  Any impairment 18 recognised immediately in the Company’s income statement
Impairment losses on goodwill are not reversed

Licenses

Licenses consist of maximum take off weight licenses acquired to enable aircraft to fly with an increased
load They are camed at cost less accumulated depreciation The licenses are amortised on a straight hine
basis over the remaiming life of the lease of the aircraft

Property, plant and equipment
Property, property, plant and equipment 1s stated at cost, net of straight-line depreciation and any provision
for impairment

Where costs are mnourred as part of the start-up or commuissioning of an 1tem of property, plant or
equipment, and that item 1s available for use but incapable of operating 1n the manner intended by
management without such a start-up or commussionng period, then such costs are included within the cost
of the tem Costs that are not directly attributable to bringing an asset to the location and condition
necessary for 1t to be capable of operating in the manner intended by management are charged to the
mcome statement as incurred

Depreciation on property, plant and equipment, other than freehold land, upon which no depreciation 1s
provided, 1s calculated on a straightline basis and aims to wnite down their cost to therr estimated residual
value over their expected useful lrves as follows

Freehold busldings 40 to 50 years

Leasehold properties Shorter of remaimning lease period and 40 years
Aurcraft 18 years (or remaimmng lease penod 1f shorter)

Aurcraft spares 5 to 15 years (or remaining lease period 1f shorter)
Other fixed assets 3 to 15 years

Estimated restdual values and useful hves are reviewed annually

Aircraft overhaul and maintenance costs

The cost of major overhauls of owned and finance leased engines, auxiliary power units and airframes 1s
capitalised and then amortised over between two and ten years until the next scheduled major overhaul,
except where the maintenance of engines and auxiliary power umits 1s carmed out under fixed rate contracts,
in which case the cost 15 spread over the penod of the contract Provision 1s made for the future costs of
major overhauls of operating leased engines, auxihary power units and airframes by making appropniate
charges to the income statement, calculated by reference to hours flown and/or the expired lease period, as
a consequence of obligations placed upon the Group under the terms of certain cperating leases

15




THOMAS COOK AIRLINES LIMITED

Notes to the financial statements for the year ended 30 September 2010

2 Significant accounting policies (continued)

5 Inventories
Inventories are stated at the lower of cost and net realisable value Cost represents purchase price Net
realisable value represents the estimated selling price less all costs to be imncwrred 1n marketing, selling and
distribution

6 Revenue recognition and associated costs
Revenue 15 the total amount recervable by the Company 1n the ordinary course of business for goods
supplied as principals and for services provided, excluding value added tax Revenues and expenses
relating to charter fight sales are recognised m the income statement on flight departure and include the
following revenues seat revenue, passenger taxes, in flight sales, 1n flight entertainment, insurance
surcharges, excess baggage, prebookables and cargo

7. Income statement presentation
Profit or loss from operations mcludes the results from operating activities of the Company Exceptional
1tems are 1tems that are unusual because of their size, nature or incidence and which the Company’s
management consider should be disclosed separately to enable a full understanding of the Company’s
results

8. Tax
Tax represents the sum of tax currently payable and deferred tax Tax 1s recogmsed n the mncome
statement unless 1t relates to an item recogrused directly 1n equity, i which case the associated tax 1s also
recognised directly 1n equity

Tax currently payable 1s provided on taxable profits based on the tax rates and laws that have been enacted
or substantively enacted at the balance sheet date Provision 1s made for deferred tax so as to recogmise all
temporary differences winch have onginated but not reversed at the balance sheet date that result m an
cbligation to pay more tax, or a night to pay less tax, in the future, except as set out below This ts
calculated on a non-discounted basis by reference to the average tax rates that are expected to apply 1n the
relevant junsdictions and for the pertods 1n which the temporary differences are expected to reverse

Deferred tax assets are assessed at each balance sheet date and are only recognised to the extent that thewr
recovery against future taxable profits 1s probable

9. Pensions
The Company operates a number of defined benefit schemes The pension hability recogmsed on the
balance sheet n respect of these schemes represent the difference between the present value of the
Company’s obligations {calculated using the projected umt credit method) under the schemes and the fair
value of those schemes’ assets Actuanal gaimns or losses are recognised m the penod 1n which they anse
within the Statement of comprehensive income and expense Other movements 1n the pension hability are
recogmsed m the mcome statement Past service costs are recogmsed unmediately 1n the income statement

Pension costs charged agawst profits in respect of the Company’s defined contnbution scheme represent
the amount of the contnibutions payable to the schemes 1n respect of the accounting period.

10. Foreign currency
Transactions 1n currencies other than the functional currency of an entity are translated at the exchange rate
at the date of the transaction Foreign currency monetary assets and hiabilities held at the penod end are
transiated at period end exchange rates The resulting exchange gain or loss 1s dealt with in the income
statement
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THOMAS COOK AIRLINES LIMITED

Notes to the financial statements for the year ended 30 September 2010

2.

11.

12,

13.

14.

15.

16.

Significant accounting policies (continued)

Leases

Leases under which substantially all of the risk and rewards of ownership are transferred to the Company
are finance leases, all other leases are operaung leases

Assets held under finance leases are recognused within property, plant and equipment on the balance sheet
and depreciated over the shorter of the lease term or their expected useful lives The 1nterest element of
finance lease payments represents a constant proportion of the capital balance outstanding and 1s charged to
the mncome statement over the period of the lease

Operating lease rentals are charged to the mcome statement on a strarght-line basis over the lease term

Trade recervables — non derivative financial assets

Trade receivables are recogmsed mitially at fair value and subsequently measured at amortised cost using
the effective interest method, less provision for impairment A provision for impairment of trade
recetvables 1s estabhished when there 1s objective evadence that the Company will not be able to collect all
amounts due according to the original terms of the recervables Significant financial difficulties of the
debior, probability that the debtor will enter bankruptey or financial reorganisation, and default or
delinquency in payments (more than 30 days overdue) are considered indicators that the trade receivable 1s
impaired The amount of the provision 1s the difference between the asset’s carrying amount and the present
value of estimated future cash flows, discounted at the onginal effective interest rate The carrying amount
of the asset 15 reduced through the use of an allowance account, and the amount of the loss 1s recogmsed 1n
the mcome statement within ‘operating expenses’ When a trade receivabie 15 uncollecuble, 1t 1s wnitten off
against the allowance account for trade recervables Subsequent recovenes of amounts previously written
off are credited against ‘operating expenses’ 1n the income statement

Trade payables

Trade payables are recogused mmtially at fair value and subsequently measured at amortised cost using the
effective mterest method

Borrowings

Borrowings are recogmsed imtially at fair value, net of transaction costs incurred  Borrowings are
subsequently stated at amortised cost, any difference between the proceeds (net of transaction costs) and the
redemption value 1s recogmsed 1n the income statement over the period of the borrowings using the
effective interest method

Borrowings are classified as current liabilities unless the Company has an unconditional nght to defer
settlement of the liability for at least 12 months after the balance sheet date

Cash and cash equivalents

Cash and cash equivalents includes cash m hand, deposits held at call with banks, other short-term highly
liquid mvestments with original maturues of three months or less, and bank overdrafts Bank overdrafts
are shown within borrowings in current habilities on the balance sheet

Provisions

Provisions for restructuring costs and legal claims are recognised when the Company has a present legal or
constructive cbligation as a result of past events, 1t 1s probable that an outflow of resources will be required
to settle the obligation, and the amount has been rehiably esimated Restructunng provisions comprise
lease termination penalties and employee termmation payments Provisions are not recogmised for future
operating losses

Provisions are measured at the present value of the expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current market assessments of the tume value of money and the
nisks specific to the obligation The mcrease in the provision due to passage of time 1s recogmised as an
interest expense

A provision for onerous contracts 15 recogmsed when the expected benefits to be denved by the Company
from a contract are lower than the unavoidable cost of meeting 1ts obhgations under the contract
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THOMAS COOK AIRLINES LIMITED

Notes to the financial statements for the year ended 30 September 2010

2.

17,

18.

19.

Significant accounting policies (continued)

Impairment of non-financial assets

Assets that have an indefimte useful life are not subject to amortisation and are tested annualiy for
impament Assets that are subject to amortisation are reviewed for impairment whenever events or
changes 1n circumstances indicate that the carrying amount may not be recoverable An impairment loss 1s
recogmsed for the amount by which the asset’s carrying value exceeds 1ts recoverable amount The
recoverable amount 1s the higher of an asset’s fair value less costs to sell and value 1n use For the purposes
of assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable
cash flows (cash-generating units) Non-{mnancial assets other than goodwill that suffered an impairment
are reviewed for possible reversal of the impairment at each reporting date

Denvative financial instruments

Denvatives are recogmused at therr fair value When a derivative does not qualfy for hedge accounting as a
cash flow hedge, changes in fair value are recogmsed immediately 1n the Statement of comprehensive
income When a denvative qualifies for hedge accounting as a cash flow hedge, changes 1n the fair value
that are deemed to be an effective hedge are recogmsed directly in the hedging reserve  Any meffective
portion of the change 1n fair value 1s recognised immediately 1n the Income statement

The Company does not designate any of its denivative financial mstruments as cash flow hedges and hence
takes all changes 1n fair value through the Income statement

The company documents at the inception of the transaction the relationship between hedging mnstruments
and hedged 1tems, as well as 1ts nsk management objectives and strategy for undertaking vanous hedging
transactions The company also documents 1ts assessment, both at hedge inception and on an ongomng basts,
of whether the dervatives that are used 1n hedging transactions are highly effective m offsetting changes 1n
fair values or cash flows of hedged items

Share-based payments

The Company has apphed the requirements of IFRS 2 ‘Share-based payments’ In accordance with the
transitional provisions, IFRS 2 has been apphed to all grants of equity instruments after 7 November 2002
that were unvested as of 1 November 2004

The parent company 1ssues share options to certain employees of the Company as part of therr total
remuneration The fair values of the share options are calculated at the date of grant, using the Black-
Scholes option pricing model These fair values are charged to the income statement on a siraight-line basis
over the expected vesting period of the options Thus amount has been charged to the Company by Thomas
Cook Group plc

20. Critical judgments in applying the Company’s accounting policies

21,

In the process of applying the Company’s accounting policies, described above, management has made the
following judgments that have the most sigmficant effect on the amounts recogmsed 1n the financial
statements

* Residual values of property, plant and equipment

Judgments have been made 1n respect of the residual values of awrcraft included in property, plant and
equipment Those judgments determine the amount of depreciation charged i the income statement

Key sources of esttmation uncertainty

The key assumptions concerning the future, and other key sources of estunation uncertainty at the balance
sheet date, that have a sigruficant nisk of causing a matenal adjustment to the carying amounts of assets
and labilities withun the next financial year, are discussed below

¢ Aircraft Maintenance Provisions

Prowvisions for the cost of maintarming leased aircraft and spares are based on forecast aircraft utihisation,
estinates of future maintenance costs and planned roll over and renewal of the awrcraft fleet
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THOMAS COOK AIRLINES LIMITED

Notes to the financial statements for the year ended 30 September 2010

2. Significant accounting policies (continued)
21.Key sources of eshmation uncertainty (continued)

¢ Derivative financial instruments

Judgment 1s required 1 determining the fair value of denvative financial instruments at each balance
sheet date Where appropniate external valuations from financial mstitutions and internal valuanions
from the Thomas Cook Group treasury team are undertaken to support the carrying value of such items

22 Change 1n accounting estimate

Durmg the year, the Group conducted a review of the estimated useful economuc lives of 1ts aircraft This
has resulted 1n a change 1n the expected useful lives of aircraft from 12 - 20 years to 18 years

The change 1n estimate has been implemented as of 1 Apnl 2010 and has resulted 1n an increase 1n
depreciation i the current year of £0 9m, which will be offset by decreased depreciation in future peniods

23 Finance income and costs

Finance income and costs are recogmsed on an accruals basis when they fall due

3 Revenue

The Company has only one principal activity winch 1s that of a charter airhne operator All results relate to this

activity and originate in the Umted Kmgdom

4 Exceptional operating items

Exceptional operating items — cost of sales:
Direct costs of voleanic ash cloud

Aurcraft related exceptionals

Restructuring

Costs associated with Skyservice liquidation

Exceptional operating items — operating expenses:
Restructuring
Other exceptional operating items

Year ended Year ended
30 September 30 September
2010 2009

£°000 £*000
10,275 -
14,500 -

292 -

800 -

25,867 -

- 4,130

187 9,991

187 14,121

26,054 14,121

Total exceptional operating items

The direct costs associated with the voleamc ash cloud 1n April 2010 included additional accommodation and
subsistence costs for customers stranded i resort and the costs of customer repatnanon when the airspace was

eventually re-opened

Aurcraft related exceptionals relate to an onerous lease on two aircraft held on operating leases, where the
income generated from the anticipated flymg program 1s not sufficient to cover the costs of the leases

Skyservice are a Canadian company from whom the Company had planned to lease aircrafi for the summer
season Skyservice was placed in court-appownted receivershup on 31 March 2010 meaning that the Company
had to lease the aircraft from a different company at short notice, resulting 1n inflated lease costs
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Notes to the financial statements for the year ended 30 September 2010

5.

Operating expenses

Admnistrative expenses including exceptional items

Year ended Year ended
30 September 30 September
2010 2009

£°000 £7000
116,626 106,158
116,626 106,158

Included 1n the above 15 £23,745,000 gain relating to the movement 1n the fair value of hedges (2009

£49,658,000 loss)

Finance income

External bank and other nterest receivable
Interest recervable from Group compames
Expected return on pension plan assets (see note 24)

Finance costs

Bank mterest payable

Interest payable to Group compames

Interest costs on pension plan habilities (see note 24)
Fmance costs in respect of finance leases

Year ended Year ended
30 September 30 September
2010 2009

£°000 £°000

2,462 1,208

101 240

16,534 16,554
19,097 18,002

Year ended Year ended
30 September 30 September
2010 2009

£°000 £°000

{516) (374)

{960) (4,260)
(18,949) (16,682)
{5,093) (7,189)
(25,518) (28,505)
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THOMAS COOK AIRLINES LIMITED

Notes to the financial statements for the year ended 30 September 2010

8. Profit/(loss) before tax
Profit/(loss) before tax has been arrived at after charging/(crediting)

| Year ended Year ended
| 30 September 30 September

2010 2009

£°000 £2000

Net foretgn exchange (gan)/loss (14,843) 10,705

Movement on fair value of currency hedges 28,321 32,637

Movement on fair value of fuel hedges (55,398) 15,764

Movement on fair value of interest hedges 1,332 1,258

Depreciation of property, plant and equipment — owned assets 5,369 13,628

Depreciation of property, plant and equipment - held under finance leases 28,289 3,468

‘ Amortisation of intangible assets 356 176
| (Profit) / loss on disposal of property, plant and equipment (214) 29
| Operating lease rentals payable — hure of plant and machinery 106,638 75,829
Exceptional operating items {see note 4) 26,054 14,121

Staff costs (note 9) 3,777 4,523

Auditors’ remuneration for audit services (see below) 68 95

Auditors’ remuneration 1s pawd centrally Amount payable to PnicewaterhouseCoopers LLP and their associates

by the Company 1n respect of non-audit services are disclosed in the financial statements of Thomas Cook
Group plc
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Notes to the financial statements for the year ended 30 September 2010

10.

Staff costs

The average monthly number of employees (including executive directors) was

By Activity Year ended Year ended
30 September 30 September
2010 2009
Number Number
Management and admimistration 75 88
Flight Deck and Cabin Crew 1 15
76 103
£7000 £7000
Their aggregate remuneration compnsed
Wages and salaries 3,158 3,912
Social secunty costs 386 387
Other pension costs 233 224
3,777 4,523
Operational flight deck and cabm crew are employed by a subsidiary company
Tax
Year ended Year ended
30 September 30 September
2010 2009
£°000 £°000
Analysis of tax credit in the year
Current tax
Tax charge for the year - 580
Adjustment 1n respect of prior years - 2,184
Total current tax - 2,764
Deferred tax
Tax charge/(credit) for the year 6,898 (13,217
Adjustment 1n respect of prior years 2,928 (29)
Total deferred tax 9,826 (13,246)
Total tax charge/(credit) 9,826 (10,482)

Corporation tax 15 calculated at 28% (2009 28%) of the estimated assessable profit for the year
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10

Tax (continued)

The tax charge/(credit) on the Company’s loss before tax differs from the theoreucal amount that would anse

using the weighted average tax rate applicable to the loss of the Company as follows

2010 2010 2009 2009

£000 % £°000 %
Profit/(loss) before tax 31,244 100 (29,618) 100
Expected tax charge/(credit) at the UK corporation
tax rate of 28% (2009 28%) 8,748 28 (8,293) 28
Tax effect of expenses that are not deductible 27 - 70 -
Adjustments 1n respect of prior years 2,928 9 2,155 N
Transfer pnicing adjustments - - 580 @
Group relief recerved for mil consideration (718) (2)
Non-taxable income (154) - - -
Deferred tax effect of reduction in the main rate of
corporation tax from 28% to 27% from 1 Apnl 2011 99 - - -
Deferred tax not recogmsed (1,095) ) (4,994) 17
Tax charge/(credit) and effective tax rate for the year 9826 31 (10,482) 35

A number of changes to the UK corporation tax system were announced 1n the June 2010 Budget Statement
The Finance (No 2) Act 2010 included legisiation to reduce the main rate of corporation tax from 28% to 27%

from 1 Apnil 2011 and the effect of this change has been to reduce the deferred tax by £877,000 as at 30

September 2010

The proposed reduction of the main rate of corporation tax i the UK by 1% per year to 24% by 1 Apnl 2014
are expected to be enacted separately each year The changes had not been substantively enacted at the balance

sheet date and therefore are not recogmsed 1n these financial statements
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11.  Property, plant and equipment

Cost or valuation
At 1 October 2008
Additions
Reclassifications
Disposals

At 1 October 2009
Additions
Disposals

At 30 September 2010

Accumulated depreciation and impairment
At 1 October 2008

Charge for the year

Reclassification

Disposals

At 1 October 2009
Charge for the year
Disposals

At 30 September 2010

Carrying amount
At 30 September 2010

At 30 September 2009

At 30 September 2008

Fixtures
Fittings and Motor Aircraft
Equipment  Vehicle and Spares Total
£2000 £000 £°000 £°000
6,100 100 443,957 450,157
- - 22,710 22,710
(3,306) - 3,306 -
(103) - (4,812) (4,915)
2,691 100 465,161 467,952
- - 20,770 20,770
- - (31,807) (31,807)
2,691 100 454,124 456,915
4,927 100 184,752 189,779
214 - 21,882 22,096
(3,087) - 3,087 -
(75) - (4,743) (4,818)
1,979 100 204,978 207,057
202 - 33,456 33,658
- - (30,309) (30,309)
2,181 100 208,125 210,406
510 - 245,999 246,509
712 - 260,183 260,895
1,173 - 259,205 260,378

The carrying amount of the Company’s arrcraft and spares includes an amount of £221 3m (2009 £204 9m) in

respect of assets held under finance leases

At 30 September 2010, the Company had entered mto contractual commtments for the acquisition of property,
plant and equpment amounting to £12 5m (2009 £2 Sm)

Depreciation of £33 7m has been charged to admimstrative expenses (2009 £22 9m})
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12.

Intangible assets

Goodwill Licences Total
£°000 £7000 £000

Cost
At 1 October 2008 37,606 - 37,606
Additions - 774 774
At 1 October 2009 37,606 774 38,380
Additions - 230 230
At 30 September 2010 37,606 1,004 38,610
Accumulated amortisation
At 1 October 2008 - - -
Amortisation charge - 176 176
At 1 October 2009 - 176 176
Amortisation charge - 356 356
At 30 September 2010 - 532 532
Net book value
At 30 September 2010 37,606 472 38,078
At 30 September 2009 37,606 598 38,204
At 30 September 2008 37,606 - 37,606

In actordance with the accounting standards, the directors annually test the carrying value of goodwall for
impawrment At 30 September 2010 the review was undertaken on a value 1n use basis, assessing whether the
carrymng value of goodwill was supported by the present value of future cash flows derived from those assets

The review determined that there had been no impairment in the UK airlines and hence the intangible assets n
the Company were considered to be ummpaired

The key assumptions used 1n the value m use calculations are those regarding the discount rates, revenue and
cost growth rates and the level of capital expenditure required dunng the year The Group prepares cash flow
forecasts derived from the most recently approved annual budgets and three year plans of the relevant
businesses The cash flow forecasts reflect the nisk associated with each asset Cash flow forecasts for years
beyond the three year plan peniod are extrapolated based on estimated growth rates which do not exceed the
average long-term growth rates for the relevant markets

Amortisation of £356,269 has been charged to admumstrauve expenses (2009 £176,282)
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13. Investments

Subsidiary Other
undertakings investments Total
£°000 £°000 £000

Cost
At 1 October 2008 48,400 14,641 63,041
Additions - 1,245 1,245
Repayment - (2,139) (2,139
At 1 October 2009 48,400 13,747 62,147
Additions - 1,192 1,192
Repayment - (1,075) (1,075)
At 30 September 2010 48,400 13,364 62,264
Impairment
At 1 October 2008, 1 October 2009 and 30 September 2010 - - -
Net book value
At 30 September 2010 48,400 13,864 62,264
At 30 September 2009 48,400 13,747 62,147
At 30 September 2008 48,400 14,641 63,041

The directors behieve that the carrying value of the mvestments 1s supported by their underlying net assets

Following the transfer of the trade and assets of Thomas Cook Airlines UK Limuted mto the Company on the
31 March 2008, the excess of the mvestment carrying value of the net assets of Thomas Cook Airlines UK
Limuted was transferred to goodwill

The Company has the following subsidianes

Yo
ownership of
ordinary Country of

Name shares incorporation Principal activity
Thomas Coock Aurcraft Engineenng Limuted 100 UK Aircraft engineering services
Thomas Cook Airline Services Limited 100 Guernsey Awrline management services
Thomas Cook Aarlines UK Limted 100 UK Non-trading

The results of the subsidianes for the year were as follows

Net assets at Profit for year endmg 30

30 September 2010 September 2010
Name £000 £2000
Thomas Cook Aircraft Engineenng Limited 3,108 2,924
Thomas Cook Asrline Services Limited 452 320
Thomas Cook Aurlines UK Limited 47,394 -

Other investments comprises £13 9m m respect of the Company’s mvestment as a member of Arrline Group, m
the UK National Air Traffic Services (NATS) The investment comprises ordinary shares and loan notes
carrying interest at 8% in the Aurline Group

The directors believe that the carrying value of the investments s supported by their underlying net assets
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14. Inventories

Goods held for resale
Consumables

30 September 30 September
2010 2009

£7000 £00¢

1,006 964

7,520 5,954

8,526 6,918

The cost of inventory recogmsed as an expense and included 1n cost of sales amounted to £7,637,000 (2009

£7.870,000)

15. Trade and other receivables

Non-current assets
Aarcraft deposits
Maintenance reserves

Current assets
Trade receivables

Less provision for impairment of trade receivables

Trade receivables - net

Aarcraft deposits

Other recervables and prepayments
Value Added Tax

Amounts owed by Group undertakings

30 September 30 September
2010 2009
£°000 £°000
3,141 5,932
32,424 30,721
35,565 36,653
19,581 12,940
(421) (498)
19,160 12,442
2,262 1,551
33,513 29,299
15,919 9,196
116,268 91,056
187,122 143,544
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15

Trade and other receivables (continued)

The directors consider that the carrying amount of trade and other receivables approximates their fatr value
Maintenance reserves are aged based on expected reclaim aganst maintenance events, m line with the ageing
of the maintenance provisions

30 September 30 September

2010 2009
£2000 £7000
Movement in allowances for doubtful trade receivables
At the beginning of the year (498) (903)
Addiuonal provision for recervables impairment (310) (415)
Utihised 387 820
At the end of the vear 421) (498)

As of 30 September 2010, trade recervables of £17,066,000 (2009 £10,804,000) were fully performung and
therefore considered fully recoverable Wo items that are fully performing have been renegotiated 1n the last
year

Trade receivables that are less than three months past due are not considered umpaired As of 30 September
2010, trade receivables of £1,854,000 (2009 £1,382,000) were past due but not impawred These relate to a
number of customers for whom there 15 no recent history of default, and so are considered fully recoverable
The agemng analysis of these trade receivables 1s as follows

30 September 30 September

2010 2009

£°000 £2000

Up 1o 3 months 819 1,447
3 to 6 months 1,102 8
6 to 12 months (86) (25)
Over 12 months 19 (48)
1,854 1,382

As of 30 September 2010, trade receivables of £661,000 (2009 £754,000) were impaiwred and provided for
The amount of the provision was £421,000 as of 30 September 2010 (2009 £498,000). The individually
1mpaired recervables mainly relate 1o customers in unexpectedly dafficult economce siuations or 1o
sigmficantly aged balances The ageing analys:s of these trade recervables 1s as follows

30 September 30 September

2010 2009

£°000 £2000
Up to 3 months - 2)
3 to 6 months 172 203
6 to 12 months 181 275
Over 12 months 308 278
661 754

28




THOMAS COOK AIRLINES LIMITED

Notes to the financial statements for the year ended 30 September 2010

15.  Trade and other receivables (continued)
The maximum exposure to credit nsk at the reporting date 15 the carrying value of each class of recervable
mentioned above The Company does not hold any collateral as securnity
Bank balances and cash compnse cash held by the Company and short-term bank deposits with an original
maturity of three months or less The carrying amount of these assets approximates their fair value
Credit risk

The Company’s principal financial assets are bank balances and cash, trade and other receivables, aircraft
deposits and amounts owed by Group undertakings

The Company’s credit nsk 1s primanly attnbutable to its trade recervables The amounts presented n the

balance sheet are net of allowances for doubtful recervables An allowance for impairment 15 made where there
15 an 1dentified loss event which, based on previous expenence, 1s evidence of a reduction 1n the recoverability

of the cash flows

The Company has no sigruficant concentration of credit risk, with exposure spread over a large number of
counterparties and customers

16.  Trade and other payables

30 September 30 September

2010 2009
£°000 £000
Current Liabilities

Trade payables 70,343 66,949
Other taxation and social security 3,248 2,633
Accruals and deferred income 30,836 50,728
QOther payables 9,790 1,109
Amounts owed to Group undertakings 187,713 313,311
Amounts owed to Group undertakings — group corporation tax relief 42,679 42,679
344,609 477,409

Non-current habilities
Accruals and deferred income 1,617 781

Trade creditors and accruals pnincipally comprise amounts outstanding for trade purchases and ongoing costs

The average credit period taken for trade purchases 1s 29 days (2009 27 days)
The amounts owed to Group undertakings are unsecured and payable on demand

The directors consider that the carrying amount of trade payables approximates to their fair value
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17

18.

Cash and cash equivalents

30 September 30 September

2010 2009

£°000 £000

Short term bank deposits 116,460 305,239
Cash at bank and m hand 20 10
116,480 305,249

For the purpose of the cash flow statement, cash and cash equivalents comprise depoesits with banks, bank and
cash balances and hquid investments Bank loans are included 1n financial liabilities in current hiabilities (see

note 18) The carrving amount of these assets approximates their fair value

Bank balances and cash compnise cash held by the Company and short-term bank deposits with an ongmal
maturity of three months or less The carrying amount of these assets approximates their fair value

Borrowings
30 September 30 September
2010 2009
£°000 £7000
Due within one year or on demand:
Bank loan 2,751 7,468
Finance lease obligations (note 19) 19,484 85,975
22,235 93,443
Due after more than one year:
Bank loan 2,063 -
Finance lease obligations (note 19) i 54,021 22,253
56,084 22,253

The bank loan 1s repayable m quarterly instalments, due to be fully repaid in February 2012

The Company has £845 8m of undrawn borrowmg facihities under the Thomas Cook Group plc facilies
agreement to which the Company 1s a party The facility expires in May 2015 and 15 subject to a floatng rate of

mnterest
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i9.  Obligations under finance leases

Minimuin lease Present value of
payments lease payments
30 30 30 30
September September September September
2010 2009 2010 2009
£2000 £2000 £°000 £°000
Amounts payable under finance leases
Within one year 22,325 86,202 19,484 85,975
Between one and two years 24,649 4,784 22,696 4,293
Between two and five years 29,585 18,760 27,245 17,960
Greater than five years 4,295 - 4,080 -
80,854 109,746 73,505 108,228
Less future finance charges (7,348) (1,518) - -
Present value of lease obligations 73,505 108,228 73,505 108,228
Less Amount due for settlement withan 12 months
{shown under current habilities) (19,484) (85,975)
Amount due for settlement after 12 months 54,021 22,253

Finance leases principally relate to aiwrcraft and aircraft spares

The average lease term at inception was 12 6 years and the average remaming lease term 15 2 years (2009 03

years) For the year ended 30 September 2010 the average effective borrowing rate was 4 30% (2009 3 39%)
Interest rates on £2 1m of US Dollar lease obhgations are fixed at an average of 6 65% (2009 £9 5m at

5 76%) Interest rates on the balance of lease obligations are floating and are fixed quarterly or six-monthly n
advance based on US LIBOR No arrangements have been entered into for contingent rental payments

The Directors consider that the fair value of the Companies finance lease obligations approximates their
carrymng amount

The Company’s obligations under finance leases are secured by the lessors’ right over leased assets
No arrangements have been entered into for contingent rental payments
Sub Lease rentals recervable

Duning the year, 5 awrcraft (2009 5 awrcraft) held under finance leases were sub-let on operating leases for the
whole or part of the year Details of income receivable under operating sub-leases are provided in note 29
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20.

21.

Derivative financial instruments
Currency and fuel derivatives

The Company utilises currency and fuel derivatives to hedge significant future transactions and cash flows and
fuel price nsk The Company 1s a party to a vanety of foreign currency and fuel forward contracts and options
mn the management of its exchange rate and fuel price exposures The currency instruments purchased are
primanly denominated 1n the currencies of the Company’s principal markets The contracts are between the
Company and Thomas Cook Group Treasury Limited, a fellow Group subsidiary, which manages the interest
rate, fuel and currency exposure of the Group These mternal contracts do not qualify as cash flow hedges and
hence any gain/loss on the fair value of these contracts 1s tmmediately recognised m the Income statement

All non-derivative financial assets are classed as loans and receivables for the purposes of IFRS 7, “Financial
wstruments Disclosures”, and all non-derivative financial Liabilities are classed as financial liabilities at
amortised cost

These arrangements are designed to address sigruficant exchange and fuel price exposures for a period of 12
months, and are renewed on a revolving basis as required

The Company’s currency derivatives are recorded at therr fair value at the balance sheet date as shown below

Net Net
asset/(liability) asset/(liability)
30 September 30 September

2010 2009

£°000 £7000

Currency hedges (3,624) 24,697
Fuel hedges 15,194 (40,204)
Interest rate hedges (1,731) (399)
Asset/(liabihity) 9,839 (15,906)

The net gawn of £25,745,000 (2009 £49,659,000 loss) 1s recogrused in the mcome statement 1n the vear ended
30 September 201Q — see note §

Fmancial risk

The Company 1s subject to nisks related to changes m mterest rates, exchange rates, fuel prices, counterparty
credit and hqudity wathun the framework of its business operations Details of the nature of these nisks and the
policies and processes that the Company operates to manage them and mitigate any financial 1mpact are set out
m the Directors’ Report

The market risks that the Company 1s subject to have been 1denufied as interest rate risk, exchange rate nisk
and fuel price sk  The impact of reasonably possible changes in these nisk variables on the Company, based
on the year end holdings of financial mstruments, have been calculated and are set out 1n the tables below In
cach case 1t has been assumed that all other vanables remain constant As explamed n note 20, fue!l price nisk
15 hedged through the use of a combination of derivative instruments  For the purpose of illustrating
sensitivity, the price of the underlying commodity in each strument has been assumed to change by 20%

32




THOMAS COOK AIRLINES LIMITED

Notes to the financial statements for the year ended 30 September 2010

21

Financial risk (continued)

Interest rate risk

1% increase n mterest rates
1% decrease 1n interest rates

Exchange rate risk

5% strengthening of euro

5% weakenng of euro

5% strengthening of US dollar
5% weakening of US dollar

Fuel price risk

20% increase 1n fuel price
20% decrease 1n fuel price

Liquidity risk

Year ended
30 September 2010
Impact on
profit before Impact on
tax net equity

Year ended
30 September 2009
Impact on
profit before  Impact on
tax ~ net equity

£000 £°000 £000 £7000
(723) (723) (1,020) (1,020)
723 723 1,020 1,020
Year ended Year ended
30 September 2010 30 September 2009
Impact on Impact on
profit Impact on profit  Impact on
before tax net equity  before tax net equity
£2000 £°000 £000 £°000
6,546 6,546 6,150 6,150
(6,546) (6,546) (6,276) {6,276)
40,587 40,587 27,051 27,051
(36,722) (36,722) (24,474) (24,474)
Year ended Year ended
30 September 2010 30 September 2009
Impact on Impact on
profit Impact on profit  Impact on
before tax net equity  before tax net equity
£000 £7000 £000 £°000
53,253 53,253 22,562 22,562
(52,617) (52,617) (22,452) (22,452)

All financial habilittes apart from obligations under finance leases fall due in less than 12 months and hence
there 1s no difference between their undiscounted future cash flow amount and their carrying value or fair value
that they have been presented at within these financial statements

Counterparty credit risk

The Company 1s exposed to credit rnisk in relation to deposits and trade and other recervables The maximum
exposure 1n respect of each of these 1tems at the balance sheet date 1s their carrying value  The Company’s
approach to credit risk 1n respect of trade and other receivables 15 explamed 1n note 15
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22

Deferred tax

Deferred mcome tax assets and Liabilities are offset where there s a legally enforceable nght to offset current
tax assets aganst current tax habilities and where the deferred income taxes relate to the same fiscal authority

The offset amounts are as follows

Deferred tax assets

Net deferred tax assets

The gross movement on the deferred mcome tax account is as follows

At the beginning of the year
Income statement (charge)/credit
Credited direct to equity

At the end of the year

30 September

30 September

2010 2009
£7000 £°000
24,447 33,386
24,447 33,386
30 September 30 September
2010 2009
£°000 £°000
33,386 4,009
(9,826) 13,246
887 16,131
24,447 33,386

Movements on the deferred taxation assets and liabilines, without taking into consideration the offsetting of

balances wathin the same tax jurisdiction, are as follows

Deferred tax habilities Accelerated
tax

depreciation

£000

At 1 October 2008 -
Credited to the income statement -

Tax losses
£000

Retirement
benefit

obligauons Other Total
£000 £'000 £'000

(6,843) (6,843)

- 6,843 6,843

At 1 October 2009 -
Credited to the income statement -

At 30 September 2010 -
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22.  Deferred tax (continued)

Deferred tax assets Accelerated Retirement
tax benefit
depreciation  Tax losses obligations Other Total
£000 £000 £1000 £000 £7000
At 1 October 2008 1,369 - 9,258 225 10,852
Creduted/(charged) to the income 544 10,942 (5,039 44) 6,403
statement
Credited to equuty - - 16,131 - 16,131
At 1 October 2009 1,913 10,942 20,350 181 33,386
Credited/(charged) to -
- Income statement 684 {10,170y {349) 99 (9.736)
- equity - - 1,674 - 1,674
Effect of change 1n tax rate -
- Income statement (66) (28) 12 (8) (90)
- equity - - (787) - (787)
At 30 September 2010 2,531 744 20,900 272 24,447

At the balance sheet date, the Company had unused tax losses of £2 8m (2009 £39 1m) and other deductible
short term timing differences of £118 9m (2009 £114 9m) available for offset agamst future profits No
deferred tax asset has been recognised mn respect of deductible short term tuming differences of £31 2m (2009
£34 8m) due to the unpredictability of future profit streams

23.  Provisions

Maintenance Other

Reserves Provisions Total

£2000 £°000 £°000

At 1 October 2009 126,361 241 126,602
Provisions created 1n the year 38,935 5 38,940
Utilisation of provisions (26,964) (225) (27,189)
Provisions released (4,675) - (4,675)
Foreign exchange gain 1,915 - 1,915
At 30 September 2010 135,572 21 135,593
Included m current habilities 50,507
Included 1n non-current hiabilities 85,086
135,593

_——_

The mantenance reserves relate to maintenance on leased aircraft and spares used by the Company 1n respect
of leases, which mclude contractual return conditions  Thus expendrture anses at different times over the Life of
the aircraft The provision 1s based on planned expenditure using the most current information available

Other provisions relate to restructuring of operations and amounts are expected to be utilised within 12 months
of the balance sheet date
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Pensions

The pension entitlements of certain employees who transferred with the acquisition of Thomas Cook Aarlines
UK Limuted are provided through funded defined benefit schemes where pension contributions are paid over to
the schemes and the assets of the schemes are held separately from those of the Company n funds under the
control of trustees Pension costs are assessed 1n accordance with the advice of quahified actuaries The fair
value of the pension assets 1 each scheme at the year end 1s compared with the present value of the retirement
benefit obligations and the net difference reported as a pension asset or retirement benefit obligation as
appropriate Pension assets are only recognised to the extent that they wall result m reimbursements being made
or future payments being reduced

Scheme members are employed by both the Company and 1its subsidianes As sponsoring company the scheme
assets and liabilities are accounted for 1n the accounts of the Company The income statement charge 1n the
Company disclosed 1 note 9 represents the current service cost relating to the employees of the Company

Funded defined benefit pension obhgations have been determined on the basis of assumptions relevant to each
scheme and the weighted averages of these were

2010 2009

Discount rate 5.00% 550%
Inflation rate 3.25% 350%
Expected return on plan assets 6.09% 655%
Future salary increases 4.75% 1475%
3.50% 350%

Future pension increases

The mortality assumptions used 1n armiving at the present value of obligations at 30 September 2010 are based
on a hife expectancy for members currently aged 60 of 27 5 years for men and 28 8 years for women

The Thomas Cook UK Pension Plan has been closed to new entrants since Aprit 2003 Employees who have
jomed since that date participate 1n a new defined contnbution scheme

Amounts recogmsed m income 1n respect of the defined benefit schemes are as follows

Thomas Cook Inspirations Total Total
Penston Plan Pension Plan
2010 20i0 2010 2009
£°000 £7000 £000 £°000
Current service cost 7,051 64 7,115 6,088
Interest cost on scheme liabilities 17,927 1,022 18,949 16,682
Expected return on plan assets (15,644) (890) (16,534) (16,554)
Total 9,334 196 9,530 6,216

Of the total charge, current service costs were recogmsed in operating expenses Interest costs and expected
return on assets are recognised 1n finance costs and finance income respectively
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24.

Pensions (continued)

The amounts 1n the balance sheet are determined as follows

Thomas Cook Inspirations Toral Total

Pension Plan Pension Plan
2010 2010 2010 2009
£°000 £°000 £000 £000
Present value of funded obligations (293,121) (20,309) (313,430 (272,291)
Fair value of plan assets 221,089 14,933 236,022 199,613
Liability in the balance sheet (72,032) (5,376) (77,408) (72,678)

Service costs have been included 1n personnel expenses m the income statement and the unwinding of the
discount rate of the expected retirement benefit obligations has been included 1n finance costs The expected

return on scheme assets has been included 1n finance income

The actual return on scheme assets attributable to the Company was £28 6m gain (2009 £10 2m gam)

Actuanal gams and losses have been reported i the statement of recogmised income and expense

Changes m the present value of funded defined benefit obhigations were as follows

Thomas Cook Inspirations Total Total

Pension Plan Pension Plan
2010 2010 2010 2009
£7000 £'000 £7000 £°000
At I October (253,744) (18,547 {272,291) (192,285)
Transferred at 1 November -
Current service ¢ost (7,051) (64) (7,115 (6,088)
Interest cost (17,927) (1,022) (18,949) (16,682)
Contributions by plan participants (1,393) ()] (1,401) (1,445)
Actuanal losses (20,159) (811) (20,970) (63,079)
Benefits paid 6,480 141 6,621 6,388
Expenses pa:d 675 - 675 900
At 30 September (293,121) (20,309)  (313,430) (272,291)

Changes 1n the fair value of plan assets are as follows

Thomas Cook Inspirations Total Total

Pension Plan Pension Plan
2040 2010 2010 2009
£°000 £°000 £°000 £°000
At ] October 186,639 12,974 199,613 180,726
Transferred at 1 November -
Expected return on plan assets 15,644 890 16,534 16,554
Actuarial gains/(losses) 11,606 419 12,025 (6,377}
Employer contributions 12,860 785 13,745 14,553
Employee contributions 1,395 ) 1,401 1,445
Benefits paid (6,480) (141) {6,621) (6,388)
Expenses paid (675) - (675) (900)
At 30 September 221,089 14,933 236,022 199,613
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24 Pensions {continued)

During 2006, a special one-off contribution payment was made by Thomas Cook UK Limuted to the pension
fund amounting to £85 Om mn order to offset actuanal losses In the subsequent five years, an amount totalling
£4 Om s to be paid 1o the pension fund on a quarterly basis Thomas Cook Group companies in the UK are
expected to make aggregate contributions to its funded defined benefit schemes of £39 9m durning the year
commencing 1 October 2010

The farr value of Thomas Cook Pension Plan scheme assets at the balance sheet 1s analysed as follows

Expected Expected
Return 2010 Return 2009
% % % %
Equity 7.5 417 76 43 8
Debt securities 4.2 28.9 43 304
Property 5.86 10.2 61 116
Other 6.73 19.2 73 14 2

The fair value of Inspirations Pension Plan scheme assets at the balance sheet 1s analysed as follows

Expected Expected
Return 2010 Return 2009
% % % %
Equity 7.5 78.9 73 753
Debt securities 35 211 51 232
Property - - - -
Other - - 02 15

The scheme assets do not include any of the Group’s own financial nstruments, nor any property occupied by,
or other assets used by, the Group

The expected rates of return on scheme assets have been calculated as the weighted average rate of return on
each asset class The return on each asset class 1s taken as the market rate of return

The cumulative net actuanal losses recogmised in the Statement of comprehensive mcome and expense at 30
September 2010 was £95 Om (2009 £87 Om)

Defined contribution pension scheme

There are a number of defined contnbution schemes 10 the Company, the principal ones bemng the MyTravel
UK Group scheme which relates to employees of MyTravel Group ple and various of 1ts UK subsidiary
compamies and the new scheme for Thomas Cook UK Limited employees joining since April 2003

The total charge for the year in respect of these and other defined contnibution schemes, including liabilities 1n
respect of insured benefits relating to workers® compensation arrangements, amounted to £233,600 (2009
£224.000)

The assets of these schemes are held separately from those of the Group 1n funds under the control of trustees
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25.

26.

Called-up share capital

30 September
2010
£000
Authorised, aliotted, issued and fully paid
105,437,500 ordinary shares of £1 each 105,438

30 September
2009
£°000

105,438

The Company has one class of ordinary shares which carry no nght to fixed income

The Company 15 not subject to any externally imposed capital requirement The parent company’s objectives
when managing caputal are to safeguard the UK Group’s ability to continue as a gomng concern in order to
provide returns for shareholders and benefits for other stakeholders and to maintain an optimal capital structure
to reduce the cost of capital In order to mamntain or adjust the caputal structure, the UK Group may adjust the
amount of dividends paid to shareholders, return capital to shareholders, sell assets to reduce debt or 1ssue new

shares The capital structure of the UK Group conststs of debt, cash and cash equivalents

Retained earnings

Balance at 1 October 2008

Loss for the year

Actuarial loss on defined benefit pension scheme

Movement on deferred tax relating to defined benefit pension
scheme

Balance at 1 October 2009

Profit for the year

Actuarial loss on defined benefit pension scheme

Movement on deferred tax relating to defined benefit pension scheme

Balance at 30 September 2010

£°000

44,947
(19,136)
(69,456)

16,131

(27,514)
21,418

(8,945)
887

(14,154)
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27.

28.

Notes to the cash flow statement

Operating profit/(loss)

Adjustments for

{Gain)/loss on denvatives

Depreciation of property, plant and equipment
Amortisation of licences

(Profit)/loss on disposal of property, plant and equipment
Other non-cash itemns

Increase in provisions

Operating cash flows before movements in working camital
Increase 1n inventories
Increase 1n receivables
{Decrease)/increase in payables
Movements 1n amounts owed to/by Group companies
Dafference between pension contributions and current service costs

Net cash (outflow)/inflow from operating activities

Year ended Year ended 30

30 September September
2010 2009
£2000 £7000
37,115 (19,115)
(25,745) 49,658
33,658 22,096
356 176
(214) 29
5,484 26,741
4,777 3,144
55,431 82,729
(1,608) (531)
(17,278) (2,907
{6,366) 4,486
(150,810) 58,111
(6,630) (8.,465)
(127,261) 133,423

Cash and cash equivalents comprise cash at bank, overdraft, and other short-term hyghly liquid investments

with a maturity of three months or less

Contingent liabilities

The Company has given guarantees and counter indemmities to banks totatling £70,013,858 (2009

£72,010,646) tn respect of total bonding, letter of credit and guarantee facilities The Company 1s a guarantor
of facilities utihised by other subsidiaries of the Group Potential hiabilities at 30 September 2010 were

£134,010,523 (2009 £167,431,939)
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29.

Operating lease arrangements

The Company as lessee

Year ended Year ended
30 September 30 September

2010 2009
£2000 £°000

Mummum lease payments under operating leases
recogmssed in income for the year 100,242 75,829

At the balance sheet date, the Company had outstanding commtments for future mmimum lease payments
under non-cancellable operating leases, which fall due as follows

30 September 30 September

2010 2009

£°000 £000

‘Within one year 82,149 92,263
In the second to fifih years inclusive 102,522 192,044
After five years - 2,368
184,671 286,705

Operating lease payments represent rentals payable by the Company for certain of its awrcraft, aircraft spares
and office properties

No arrangements have been entered into for contingent rental payments
The Company as lessor

At the balance sheet date, the Company had contracted with lessees for the following future mimmum lease
payments

30 September 30 September

2010 2009

£2000 £°000

Within one year 3,339 1,679
In the second to fifth years inclusive - -
3,339 1,679

Operating lease payments principally relate to rentals payable for aircraft and spares Asrcraft Icases are
typically negotiated for an average term of 10 years

No arrangemenis have been entered into for contmgent rental payments
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30.

Share based payments

Equity-settled share option scheme

The parent company (Thomas Cook Group plc) operates five equity-settled share-based payment schemes, as
outlined below The total expense recogmsed during the vear 1n respect of equty-settled share-based payment
transactions was £314,000 (2009 £397,000) From 1 November 2007 share based payment charges are cash
settled by the Company through an mtercompany recharge As such these amounts are no longer credited back
through reserves

The Thomas Cook Group plc 2007 Performance Share Plan (PSP) and the HM Revenue & Customs
Approved Company Share Option Sub-Plan (CSOSP)

Executive Directors and senior executives of the Company are granted nil cost options to acquire, or contingent
share awards over, the ordinary shares of Thomas Cook Group plc Each award will vest three years after the
date of the award, to the extent the performance targets have been met The performance targets for each award
are based on adjusted Earnings Per Share {EPS) and Total Shareholder Return (TSR) Subject to the
performance targets bemg met and the participant still being employed by the company, the options are
exercasable up to ten years after the date of grant

The Thomas Cook Group plc 2008 Co-Investment Plan (COIP)

Executive Directors and key executives purchase shares in Thomas Cook Group ple using a proporiion of their
net bonus (Lodged Shares} Participants may, at the end of the three year performance period, recerve 3 5
maiching shares (awarded as mi-cost options or contingent share awards) for each Lodged Share purchased,
subject to the achnevement of the performance targets The performance targets for the awards made m 2008
and 2009 are based on adjusted EPS and Return On Invested Capital (ROIC) The performance targets for the
2010 awards are based on adjusted EPS, TSR and ROIC Subject to the performance targets bemg met and the
participant still being employed by the company, the options are exercisable up to ten years after the date of the
grant

The Thomas Cook Group plc 2008 Save As You Earn Scheme (SAYE)

Eligible employees were offered options to purchase shares in Thomas Cook Group plc by entering nto a three
or four ~year savings contract The option exercise price was set at a 10% (2010 grant) or 20% (2008 grant)
discount to the market price at the offer date Options are exercisable during the 6 months after the end of the
savmgs contract

The Thomas Cook Group plc 2008 HM Revenue & Customs Approved Buy As You Earn Scheme
(BAYE)

Eligible UK tax-paying employees are offered the opportunity to purchase shares (Partnership Shares) m
Thomas Cook Group plc by deduction from their monthly gross pay For every ten Partnership Shares an
employee purchases, the Compatiy purchases one Matching Share on therr behalf Both Partnership and
Matchung Shares are held by Equumt: Share Plan Trustees Limited As at 30 September 2010, 630 (2009 360)
Matching Shares were held by the Trustee
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30.

Share based payments (continued)

The movements 1n options and awards during the year and prior year were

2010
PSP corr SAYE CSOSP
Outstanding at beginning of year 681,061 236,112 29,075 97,261
Granted 248611 26,638 65,578 -
Exercised (59,902) - - -
Cancelled - - (7,846) -
Forferted (62,580) - (1,263) (4,308)
Outstanding at end of year 807,150 262,750 85,544 92,953
Exercisable at end of year 22,616 - - -
Exercise price Nil Nil 181-215 188-222
Average remaining contractual life 84 83 28 83

The weighted average share pnice at the date of exercise for the options exercised during the year ended 30

September 2010 was £2 43
2009
PSP COIP SAYE CSOSP

Outstanding at beginning of year 359,825 112,128 39,391 -

Granted 384,564 150,829 - 100,133

Cancelled - - (7,103) -

Forfeited {63,328) (26,845) (3,213) (2,872) ,
Outstanding at end of year 681,061 236,112 29,075 97,261 |
Exercisable at end of year - - - -

Exercise price N} Nil 215 1 88-222

Average remaining contractual hfe 838 92 23 93

The fair value of options and awards subyect to EPS and ROIC performance targets was determined by the use
of Black-Scholes models and the fair value of options subject to TSR performance targets was determined by
the use of Monte Carlo simulations For options and awards granted during the year the key mputs to the

models were

2010 |
PSP corr SAYE
Share price at measurement date 233 234 201
Exercise price (£} Nil Nil 181
Expected volatility (%) 50 50 50
Expected volatility of comparator group (%) 26-121 26-121 n/a
Expected correlation with comparator group (%) 32 32 n/a
Option life (years) 3 3 i3
Rusk free rate (%} 20 20 158
Expected dividend yield (%) 6 6 6 |
Weighted average fair value at date of grant 162 163 046 |
I
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30.

31

32

Share based payments (continued)

2009
PSP CoIp CSOsp
Share price at measurement date 191 199 190
Exercise price (£) Nil Nil 190
Expected volatility (%) 44 45 44
Expected volatility of comparator group (%) 24-84 n/a 24-84
Expected correlation with comparator group (%) 34 n/a 34
Option hfe (years) 3 3 3
Rusk free rate (%) 20 21 20
Expected dividend yield (%6} 7 6 7
Weighted average fair value at date of grant 126 165 036

Expected volatility has been based on the historic volatility of the shares of Thomas Cook Group plc and the
shares of other companies 1n the same or related sectors

Ultimate controlling party

The Company 15 a subsidiary of Thomas Cook Group UK Limited, a company wncorporated mn England and
Wales

Thomas Cook Group plc, incorporated in Great Britain, 1s the Company’s ultimate parent company

The smallest and largest group in which the results of the Company are consohdated s that of which Thomas
Cook Group pic 15 the parent company The consolidated accounts of Thomas Cook Group plc may be
obtamed from The Thomas Cook Business Park, Comngsby Road, Peterborough, Cambnidgeshire, PE3 8SB

Events after the balance sheet date

Aurcraft disposal

During February 2011, prior to signing the Company accounts, a decision was taken at UK Board level to scrap
one of the Aircraft that was held wathuin property, plant and equipment The net book value at the date of
signing the accounts was £10,032,000 Management are still undertaking a review to determine the preferred
method of disposals, and have not yet calculated the financial impact of thus decision

Aircraft fleet replacement

The aircraft operated by the company forms part of the Thomas Cook Group fleet The Group has identified
significant operational savings, particularly from mantenance and improved fuel efficiency, that can be
achieved by renewing and harmomsing its narrow bodied aircraft into a common fleet Following a
comprehensive review, the Group has selected the Asrbus 320 famuly of arrcraft Accordingly, the Group will
begn a five year narrow body aircraft replacement programme, starting in December 2012 and phased in line
with the planned retirement of the existing fleet For more information please refer to page 119 of the Thomas
Cook Group plc 2010 statutory accounts
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33.

Related party transactions
Transactions between the Company and other members of the Thomas Cook Group are disclosed below

Tradng transactions Amounts owed by Amounts owed to
and balances Sale of goods Purchase of goods  related parties related parties

2010 2009 2010 2009 2010 2009 2010 2009

£000 £°000 £°000 £000 £°000 £°000 £7000 £2000

Parent company - - - 2,609

Subsidiary companes - - 287,645 277,287 10,184 15,853 82,877 80,601
Other group compames 846,772 828,930 9,553 45,041 103475 75203 104,836 232,710

Total 846,772 828,930 297,198 322,328 116,268 91,056 187,713 313311

Sates of goods to related parties were made at arms length prnices Purchases were made at market price
discounted to reflect the quantity of goods purchased and the relationships between the parties None of the
balances are secured, and balances are settled periodically through further trading and bank transfers

In addition to the above, there 1s an amount owed to the parent company 1n respect of group corporation tax
rehef of £42,679,000 (2009 £42,679,000)

The Company also paid a net management charge to the UK segment of Thomas Cook Group plc of
£21,032,000 (2000 £13,111,000) 1n respect of services provided by the UK Group, including information

technology, legal, human resources, finance and an appertionment of the cost of outsourcing certain support
services

Transactions in derivative instruments are at market rates

Remuneration of key management personnel

Key management compensation

The aggregate amounts of key management compensation are set out below

30 September 30 September

2010 2009

£2000 £7000

Salanes and short-term employment benefits 1,932 1,570
Post employment benefits 165 45
Termimation benefits - -
2,097 1,615
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33.

Related party transactions (continued)

For the year ended 30 September 2010, the directors are of the opimion that the key management of the
Company comprised the statutory directors of the Company together with those members of the UK Executive
team who are not also statutory directors These persons have authority and responsibility for planmng,
directing and controlling the activities of the entity, directly or indirectly For the prior year, the statutory
directors were considered to represent the key management personne! At 30 September 2010, key management
comprised 21 people (2009 11 people)

Directors’ emoluments
The aggregate emoluments of the directors of the Company are set out below

30 September 30 September

2010 2009

£7000 £°000

Aggregate emoluments i respect of gualifying services 1,336 1,182
Post employment benefits 109 23
Termnation benefits - -
1,445 1,205

Six directors are included m the defined contribution scheme for 2010, and two in the final salary scheme
{2009 six and two respectively)

The amounts 1n respect of the highest paid director are as follows

30 September 30 September

2010 2009

£°000 £°000

Aggregate emoluments 1n respect of qualifying services 316 232
Post employment benefits 23 2
Termnation benefits - -
339 234

Directors’ fransactions

There were no loans, quasi-loans or other transactions with directors (or other key management personnel)
which would need to be disclosed under the requirements of Schedule 6 of the Compames Act or [AS 24,
“Related party disclosures”
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