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The Airline Seat Company Limited
.

Directors’ report

The directors present their report and the financial statements of The Airline Seat Company Linuted for
the vear ended 31 October 2009

Results and dividends

As shown in the profit and loss account on page 7. the company’s profit before taxation1s £12.683 881
(2008 —profit of £9 324 409) The profit for the year, after taxation, amounted to £10,134 571 (2008 —
profit of £7.212.179)

The directors paid during the year a final dividend for the year ended 31 October 2008 on the ordinary
shares of £48 25 per share amounting to £3,860,000

Principal activities and review of the business

The company’s principal acttvities continued to be acting as a travel specialist in arrline seat sales and
ancillary services The directors are not aware, at the date of this report, of any likely major changes 1n the
company’s activities in the next year

Principal risks and uncertainties

The external commercial environment 1s expected to remam competitive in 2010 However, we remain
confident that we will maintain our current level of performance 1n the future by providing added value
services to the customers

Terronst activity and economic uncertainty continue to be risks for the company, which could result in
lost sales The company 15 working closely with the parent company to manage this risk by 1dentifying
and managing key 1ssues

Key performance indicators

Turnover has increased by 9% to £134,220,380 (2008 — £122,585,087), primarily as a result of improved
pricing strategy

Going Concern

The Directors believe that the Company 15 well placed to manage its business nisks successfully despite
the current uncertain economic outlook After making enqutries, the directors have a reasonable
expectation that the company has adequate resources to continue 1n operational existence for the
foreseeable future Accordingly they continue to adopt the going concern basis 1n preparing the annual
reports and accounts




The Arrline Seat Company Limited

Directors’ report

Directors

The directors who served the company during the year are listed on page |

Statement as to disclosure of information to auditors

So far as each person whe was a director at the date of approving this report 1s aware, there 1s no relevant
audit information, being information needed by the auditor 1n connection with preparing its report, of
which the auditor 1s unaware Having made enquirtes of fellow directors and the company’s auditor, each
director has taken all the steps that he/she 1s obhiged to take as a director in order to make himself/hersett
aware of any relevant audit information and to establish that the auditor 15 aware of that information

Auditors

The company has elected by elective resolution to dispense with the annual reappointment of auditors
Accordingly, Ernst & Young LLP will continue as auditors within the provisions of section 386 of the
Companies Act 1985 which continues in force under s485 the Compamies Act 2006

Q nru.—J 20¢0

On behalf of the board

1 Whilatt

Director




The Airline Seat Company Limited

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 Pracuce (United Kingdom Accounting Standards and applicable faw)
The financial statements are required by law to 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 those financial statements
the directors are required to

*  select suntable accounting policies and then apply them consistently,
*  make judgements and estimates that are reasonable and prudent,

*  state whether apphicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained 1n the financial statements, and

s  prepare the financial statements on the going concern basts unless 1t 1s tnappropriate to presume that
the company will continue in business

The directors are responsible for keeping proper accounting records that are sufficient to show and explain
the Company’s transactions and that disclose with reasonable accuracy at any tume the financial position
of the company and to enable them to ensure that the financial statements comply with the Compames Act
1985 and 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 rregularities




Independent auditors’ report

to the members of The Airline Seat Company Limited

We have audited the financial statements of The Airline Seat Company Limited for the year ended

31 October 2009 which comprise the Profit and Loss Account, the Statement of Total Recognised Gains
and Losses, the Balance Sheet, and the related notes | to 20 The financial reporting framework that has
been applied 1n their preparation 15 applicable law and Umited Kingdom Accounting Standards (United
Kingdom Generally Accepted Accounting Practice)

This report 1s made solely to the company’s members, as a body, in accordance with Sections 495 and 496
of the Companies Act 2006 Our audit work has been undertaken so that we might state to the company’s
members those matters we are required to state to them n an auditor’s repott and for no other purpose 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 opinions we
have formed

Respective responsibilities of directors and auditors

As explained more fully in the Directors” Responsibilities Statement set out on page 3, the directors are
responsible for the preparation of the financial statements and for being sausfied 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 (APB’s) Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements
sufficient to give reasonable assurance that the financial statements are free from material 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 significant accounting estimates made by the directors, and the overall presentation
of the financial statements

Opinion on financial statements
In our opimion the financial statements

e  give a true and fair view of the state of the company’s affairs as at 31 October 2009 and of 1ts profit
for the year then ended,

®  have been properly prepared in accordance with Uniied Kingdom Generally Accepted Accounting
Practice, and

e have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the nformation given 1n the Directors’ Report for the financial year for which the financial
statements are prepared 1s consistent with the financial statements




Independent auditors’ report

to the members of The Airline Seat Company Limited

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 to you 1f, in our opinien

¢  adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches not visited by us, or

e 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

6}&4‘ < \16\&/\3 Lef

Julie Carlyle (Senior Statutory Auditor)

For and on behalf of Emst & Young LLP (Statutory Auditor)
London
9 March 2010




The Airline Seat Company Limited
L. |

Profit and loss account
for the year ended 31 QOctober 2009

As restated

2009 20008

Notes £ £

Turnover 2 134.220,380 122.583,087
External charges (117,806,507) (109,651,093)
Staff costs 5 (2,426,313) (2,716,336)
Depreciation {140,900) (143,716)
Other operating charges (1,395.962) (1.556,372)

Operating Profit 12,450,698 8.517.570

Bank interest recetvable 233.183 807,948
Bank interest payable 4 - (1.1069)

Profit on ordmnary activities before taxation 12 683,381 9,324,409
Tax on profit on ordinary activities 7 (2,549,310) (2,112,230)

Profit for the financial year 15 10,134,571 7.212,179

Turnover and the result for the year arise from the company’s continuing operations

Statement of total recognised gains and losses
for the year ended 31 October 2009

As

restated

2009 2008

£ £

Profit for the financial year 10,134,571 7,212,179
Prior year adjustment (as explained in note 1) (1,452,021) -

Tuotal gains and losses recognized since last annual report 8.682.550 7.212 179




The Airline Seat Company Limited
1 o o oo S S

Balance sheet
at 31 October 2009

As restated

2009 2008
Notes £ £
Fixed assets
Tangible assets 9 271,724 217,008
Investments 10 8,513 8,513
280,237 225,521
Current assets
Debtors 11 1,859,441 1.838,085
Cash at bank and 1n hand 25,606,040 15,580,131
27,465,481 17,418,216
Creditors. amounts falling due within one year 12 (12,428,338) (8,600,928)
Net current assets 15,037,143 8,817,288
Total assets less current liabilities 15,317,380 9,042,809
Capital and reserves
Called up share capital 13 80,000 80,000
Profit and loss account 14 15,237,380 8,962,809
Shareholders' funds 15 15,317,380 9,042,809

Approved and authonsed for 1ssue by the board on q m,on,l\ 20 \D

1 Willatt

Director




The Arrline Seat Company Limited

Notes to the financial statements
at 31 October 2009

1. Accounting policies
Basis of preparation

The financial statements of the Airline Seat Company Limited were approved for issue by the board of
directors on 9 March 2010

The financial statements have been prepared under the historical cost convention, and 1n accordance with
applicable accounting standards

The financial statements contain information about "The Awrline Seat Company Limited” as an individual
company and do not contain consclidated financial nformation as the parent of a group The company 15
exempt under section 401 of the Companies Act 2006 from the requirement to prepare consolidated
financial statements as 1t and 1ts subsidiary undertakings are included by full consolidation in the
consolidated financial statements of its ultimate parent company, Transat AT Inc, registered in Canada

The company has taken advantage of the exemption afforded by FRS | because during the year it was a
wholly owned subsidiary of Transat AT Inc which prepares consolidated financial statements which are
publicly available On this basis the company was exempt from the requirement of FRS 1 to present a
statement of cash flows

Expenditure on brochure costs was previously charged to the season mn which they relate Following a
change 1n accounting policy they are now written off when incurred, as a result 2008’s pre tax profit has
been reduced by £380,356 (net effect £270,699)

It was discovered that costs were not recharged from our subsidiary, ASC The Airline Seat Company Lid,
for the period 2005 — 2007 As a result 2008’s pre tax profit has been reduced by £1,659,860 (net effect
£1,181,322)

Tangible fixed assets

Tangible fixed assets are stated at cost less accumulated depreciation and accumulated impairment losses
Such cost inciudes costs directly attributable to making the asset capable of operating as intended

Depreciation 1s provided on all tangible fixed assets at rates calculated to write each asset down to its
estimated residual value evenly over its expected useful hife, as follows

Leasehold premium - length of lease

Plant and machinery - 25% or 33 %% straight line basis

The carrying values of tangible fixed assets are reviewed for impairment when events or changes in
circumstances indicate the carrying value may not be recoverable

Investments

Fixed asset investments are stated at cost Provisions are made for permanent diminutions in value

The carrying vaiues of investments are reviewed for impaiurment when events or changes in circumstances
indicate the carrying value may not be recoverable

Deferred taxation

Deferred tax 1s recogmsed 1n respect of all tming differences that have ongnated but not reversed at the
balance sheet date where transactions or events have occurred at that date that result in an obligation to
pay more, or a right to pay less or to receive more tax in the future, with the following exceptions




The Arrhne Seat Company Limited

Notes to the financial statements
at 31 October 2009

Accounting policies (continued)

Deferred tax assets are recognised only to the extent that the directors consider that 1t 1s more hikely than
not that there will be suitable taxable profits from which the future reversal of the underlying timing
differences can be deducied

Timung differences are differences between the company’s taxable profits and its results as stated in the
financial statements that artse from the inclusion of pams and losses in tax assessments in years different
from those in which they are recogmused 1n the financial statements

Deferred tax 1s measured at the average tax rates that are expected to apply in the years in which timing
ditferences are expected to reverse, based on tax rates and laws that have been enacted or substantially
enacted by the balance sheet date Deferred tax 15 measured on a non-discounted basis

Operating leases

The annual rentais on operating leases are charged to the profit and loss account on a straight line basis
over the lease term Lease incentives are recogmised over the shorter of the lease term and the date of the
next rent review

Revenue recognition

Revenue 1s recognised to the extent that the company obtains the night to constderation 1n exchange for its
performance Revenue is measured at the fair value of the consideration received, excluding discounts,
VAT and other sales tax or duty The following criteria must also be met before revenue 1s recognised

Rendering aof services

Revenue generated from the provision of services to customers is recognised on the date of departure
Revenue generated from the provision of all other services 1s recognised upon dehvery of that service

Interest tncome
Revenue 1s recognised as interest accrues using the effective interest method
Foreign currency

Monetary assets and habilities denominated in foreign currencies are translated at the rate of exchange
ruling at the balance sheet date Transactions in foreign currencies are recorded at the rate ruling at the
date of the transaction All differences are taken to the profit and loss account

Pensions

The company operates two defined contribution pension schemes Contributions to defined contribution
schemes are recognised 1n the income statement in the period 1 which they become payable

Share based payments
Restricted share umit plan

Restricted share umit plans ( RSUs™) are awarded annually by a parent company, Air Transat Inc, to
ehgible employees under the new restricted share unit plan Under this plan, each employee receives a
portion of his or her compensation i the form of RSUs The value of an RSU 1s determined based on the
weighted average closing price of the Class B shares for the five trading days prior to the award of the
RSUs The rights related to RSUs are acquired over a period of three years When acquired. the RSUs are
ummediately repurchased by the Corporatton, subject {0 certain conditions and certain provisions relating
to the Corporation’s financial performance For the purpose of repurchasing RSUSs. the value of an RSU 1s
determined based on the weighted average closing price of the Class B shares for the five trading days
pnor o the repurchase of the RSUs

The Airline Seat Company Limited recognises the amount as recharged from the parent company

Turnover

Turnover represents the amounts derived from the provision of services which fall within the company s
ordinary activities, stated net of value added tax All turnover 1s derived from operations carried out 1n the
United Kingdom

10




The Airline Seat Company Limited

Notes to the financial statements
at 31 October 2009

3 Operating Profit
This 1s stated after charging

2009 2008
£ £

Rentals under operating leases
Plant and machinery 68 382 84,028
Other operating leases 171,233 167.694
Aurcrafl charter 73736 446 51,637,399
Depreciation 140,900 143,716
Auditors remuneration — audit 33.468 29 734
—non audit 7,600 1,755

4. Interest payable

2009 2008
£ £
Bank interest - 1.109

5. Staff costs

The average monthly number of persons (including directors) employed by the company during the year

was
2009 2008
No No
Office and management 7 8
Sales 60 58
67 66
2009 2008
£ £
Staff costs for the above persons
Wages and salaries (including bonus payment}) 2,116,697  2,447.863
Social security costs 217,607 194.573
Other penston costs 88,582 84,128
Share- based payment expense 3,427 (10,228)
2,426,313  2.716,336

11



The Airline Seat Company Limited

Notes to the financial statements
at 31 October 2009

6. Directors’ emoluments

Remuneration
Contnibutions to money purchase pension schemes

During the year 1 director (2008 — 1) accrued benefils under money purchase pension schemes

No options were exercised during the year (2008 — nil)

Emoluments 1n respect of the highest paid director amounted to
Remuneration

7. Tax
(a) Tax on profit of ordinary activities

The tax charge/(credit) 1s made up as {follows

Current tax

UK corporation tax on profits of the period
Adjustments in respect of previous periods

Total current tax (note 7 (b))
Deferred rax

Ongmation and reversal of uming differences {note 7 (c))

Tax on profit on ordinary activities

2009 2008

£ £
419,916 1301230
14,625 14,179
434542 1,315,409
2009 2008

£ £
270,849  1.134,456
2009 2008

£ £
2,556,208 1,517,655
(6 724) -
2,549,484 1,517,655
(174)  594.575
2.549310  2,112230

12



The Arrhne Seat Company Limited

Notes to the financial statements
at 31 October 2009

7  Tax (continued)
(b)  Factors affecting current tax charge/(credit) for year

The tax assessed on the profit on ordinary activities for the year differs from the standard rate of
corporation tax in the UK of 28% (2009 — 28 83%) The differences are reconciled below

2009 2008
£ £

Profit on ordinary activities before tax 12,683,881 9,324,409
Profit/(loss) on ordinary activities multiplied by standard rate of corporation
tax in the UK of 28% (2008 — 28 83%) 3,551,487 2,688,297
Effects of
Expenses not deductible for tax purposes 258 -
Capital allowances 1n (excess)/arrear of depreciation (967) 17,986
Utihsation of Bonus provision - (587.940)
Other tax adjustments (group rehef) (997,058)  (600,688)
Adjustments to tax charge in respect of previous periods (6,724) -
Other timing differences 2,488 -
Tax current tax {note 7 (a)) 2,549,484 1517655
(c) Deterred tax
Provision for deterred tax has been made as follows

2009 2008

£ £

Accelerated capital allowances (27,293) (28,261)
Other timing differences {(5,288) (4 146)
Deferred tax asset (32,581) (32,407)
At 31 October 2009
Deferred tax credit n profit and loss account (174)
Ciosing deferred tax asset (note 11} (32,581)

The deferred tax asset relates mainly to depreciation in advance of capital allowance The directors have
produced financial torecasts which indicate that the company will produce sufficient future profits to
support the recogrnition of the deferred tax asset

8. Dividend
2009 2008
£ £
Declared and paid during the year
Final dividend for 2008 £48 25 3,860,000 -

13




The Airine Seat Company Limited

10

Notes to the financial statements

at 31 October 2009

Tangible fixed assets

Cost

At | November 2008
Additions

At 31 October 2009
Depreciation

Al | November 2008
Charged 1n the year
At 31 October 2009
Net bock value

At 31 October 2009

At | November 2008

Fixed asset investments

Cost

31 October 2009 and 31 October 2008

The company s subsidianes are as follows

ASC The Airhine Seat Company Limited

Austrahan Affair Limited

Short  Plant and

leasehold  machinery Total

£ £ £

62 024 1023927 1,085 951

- 195,616 195,616

62,024 1,219,543 1,281 567

62,024 806,919 868,943

- 140,900 140,900

62,024 947.819 1,009,843

- 271,724 271,724

- 217,008 217.008

Shares in

subsidiary

underiakings

£

8,513
Class of Country of  Proportion Narure of
share Incorporation held business

Ordinary Canada

Ordinary England

100%  Airline seat sales

100% Dormant

14




The Airline Seat Company Limited

10.

Notes to the financial statements
at 31 QOctober 2009

Fixed asset investments (continued)
Additional disclosures are given 1n respect of ASC The Aitrline Seat Company Limited

2009 2608
£000 £000
Fixed assets - -
Current assets 982 855
Share of gross assets 982 855
Liabihties due within one year (757) (702)
Share of gross habiiities (757) (702)
Share of net assets 225 153
2009 2008
£000 £000
Turnover 2,994 1,999
Profit before tax 74 38
Taxation 21 (12)
Profit after tax 53 26

15



The Airline Seat Company Limited

11.

12.

13.

Notes to the financial statements

at 31 October 2009

Debtors

Due within one year

Trade debtors

Amount due from subsidtary undertaking
Amount due from fellow subsidiaries
Other debtors

Prepayments and accrued income
Deterred taxation asset (note 7(c))

Creditors: amounts falling due within one year

Trade creditors

Other taxation and social security costs
Accruals and deferred income
Share-based payment habihty
Corporation Tax

Amount due to fellow subsidiaries

Authonised and issued share capital
Authorised
39.200 *A” ordinary shares of £1 each

40.800 ‘B ordinary shares of £1 each
170,660 Unclassified ordinary shares of £1 each

Allotted, called wp and fully paid

39200 A’ ordinary shares of £1 each
40,800 *B ordinary shares of £1 each

As restated

2009 2008

£ £
391.737 419818
164,262 113,268
415,002 461,304
364,809 318 116
491,050 493,172
32.581 32,407
1,859,441 1,838,085

As restated

2009 2008

£ £

2,756,509 2,365,096

62,255 55 761

2,736,583  4.044,864

8.427 5,000

1,200 460 659.517

5,664,104  1470,690

12,428,338 8,600,928

2009 2008

No £ No £
39,200 39,200 39.200 39,200
40,800 40,800 40,800 40,800
170,000 170,000 170,000 170,000
2009 2008

No £ No £
39,200 39.200 39.200 39,200
40,800 40,800 40,800 40,800
80.000 80.000 80,000 80.000

The A" and ‘B ordinary shares rank pari passu in all respects

16




The Airhine Seat Company Limited

14.

15.

16.

17.

Notes to the financial statements
at 31 October 2009

Profit and loss account

At 1 November 2009 (restated)
Profit for the year
Dividends Paid

At 31 October 2009

Reconciliation of movement in shareholders’ funds

£

8,962,809
10,134,571
(3,860,000)

15,237,380

As restated

2009 2008

£ £

Opening shareholders’ funds 9,042,809 1,830,630
Profit for the financial year 10,134,571 7,212,179
Dividends patd 1n the year (3,860.000) -
Closing sharcholders’ funds 15,317 380 9,042,809

Commitments under operating leases

At 31 October 2009 the company had annual commitments under non-cancellable operating leases as

follows
2009 2008
£ £
Land and buildings
expiring within one year -
expiring 1n the second to fifth year 16,230 16,230
Aurrcraft charter
expiring within one year 92,597 761 54.285,694
Other
expiring within one year - 1,280
expiring in the second to fifth year 10,838 9162
92.624.829 54.312,366
Guarantees

The company has granted a charge 0 its bank over bank deposits totalling £28,244 (2008 — £28,244) in
connection with certain letters of credit and guarantees given by the bank on behalf of the company

17



The Arrline Seat Company Limited

18.

19.

20.

Notes to the financial statements
at 31 October 2009

Related party transaction

As a subsidiary undertaking of Transat AT Inc the Company has taken advantage of the exception in
FRS 8 not to disclose transactions with other members of the group as group financial statements, which
mclude the Company, are publicly available

Ultimate parent undertaking and controlling party

lhe directors consider the immediate parent undertaking to be Transat Europe Ltd, a company
incorporated 1n England and Wales

The ultimate parent undertaking of the company ts Transat AT Inc This also represents both the largest
and smallest group of which the company is a member and for which group financial statements are
prepared Copies of the financial statements can be obtained from Place du Parc, 300 rue Leo-Pariseau,
Bureau 600, Montreal (Quebec), H2X 4C2

Post Balance Sheet Events

On 23 November 2009 the company has provided guarantees to third parties, 1n the normal course of
business , 1n respect of the CAA amounting to £15 000,000

18




