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First Choice Holiday Hypermarkets Limited

Directors’ report and financial statements
31 October 2004

Directors’ report

The Directors present their report and financial statements for the year ended 31 October 2004.
Principal activity

The principal activity of the company is that of retail travel agents operating in the United Kingdom.
Results and Dividends

The result for the year is shown in the profit and loss account on page 6. The profit for the year transferred to
reserves is £1,950,000 (2003: loss £204,000). The Directors do not recommend the payment of a dividend ¢2003:
LNil).

Directors and their interests

The Directors at the date of this report are:

D Wheatley (appointed 11 November 2003)
] Wimbleton

Other directors who served in the year were as follows:

A D Martin (resigned 11 March 2004)
H D Thomas {resigned 11 November 2003)

None of the Directors had any beneficial interest in the shares of the company at any time during the year.

As at 31 October 2004 the interests of the Directors in the share capital of First Choice Holidays PLC, the ultimate
parent company, were as follows:

Ordinary Shares Options
31 Oct 2004 31 Oct 2003 Granted Exercised
D Wheatley *1,158 - 21,183 17,222
J Wimbleton 36,161 35,002 305,396 161,022

* shares held under the share incentive plan.

Directors’ insurance

The ultimate parent company maintains insurance policies on behalf of all the Directors of the company against
liability arising from negligence, breach of duty and breach of trust in relation to the company.

Employee pelicy

High levels of employee involvement, performance and protection are fundamental to our progress as a company.
To this end we focus on high impact initiatives.

Equa) epportunities

We strive to ensure equality of treatment in recruitment, employment, training and career development for all our
current or potential employees. This commitment is underpinned by robust internal and external selection and
training processes which are designed to identify and develop talent which reflects the needs of our businesses,
customers and the diverse cultures within which we operate. Working arrangements, which support these
objectives, include flexible working/job shares, work/life balance policies and apprenticeship programmes.
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Directors’ report (continued)

Career opportunities

As a business with seasonal employment needs, we have a range of activities which are designed to retain talent and
which have been developed through industry experience and training investment. Internal placement and training
support enables our best front-line staff to have the opportunity to move between retail, overseas representation and
airline cabin crew in line with seasonal demands. Additionally, systematic organisation and management reviews
are regularly conducted across the Group enabling us to identify changing organisational needs and resultant career
opportunities.

Communication and participation

The involvement of all employees in the affairs of the company continues to be encouraged by a combination of
formal and informal programmes.

Regular ‘Work in Partnership® meetings take place led by senior management throughout the businesses in addition
to meetings with recognised trade unions in certain parts of the Group. This year, the UK staff attitude survey has
been made available on the Group’s intranet to provide even higher levels of response. The results continue to give
us essential information to adapt and change our policies and practices.

Reward strategy is increasingly focused on areas of variable pay in order to both drive performance and also to
directly reward individual contribution. This is an area where we intend to increase our efforts as we develop the
ability to measure the input and results of individuals and teams, This year the introduction of an all-employee
Share Incentive Plan in the UK was well subscribed and, accordingly, a growing proportion of our workforce are
acquiring an interest in the shares of the ultimate parent company, First Choice Holidays PLC.

Training and development

Over the past year our front-line teams training investment has grown and been expanded to reach all material
customer interface points in terms of both service and sales. All of this staff training is in-sourced using our own
intimate knowledge of the business. Our management development work combines diagnostics with individual
development plans supported by both Group and bespoke training. The development team also supports managers
in areas such as objective setting and performance management. These activities contribute directly to a workforce
which is differentiated from our competitors by its level of skill, performance, potential and motivation.

Policy and practice on payment of creditors

It is the company's policy that payments to suppliers, whether in advance or after the provision of goods and
services, are made on the basis of the terms that have been agreed with them,

Due to the nature of the company’s operations, and commen to the industry as a whole, payments are often made in
advance of the provision of goods and services. At the year end, the number of creditor days outstanding was 32
(2003. 32).
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Directors’ report (continued)
Auditors

The company has elected to dispense with the holding of Annual General Meetings, the laying of accounts before
members in General Mecting and the appointment of auditors annually. Accordingly, KPMG Audit Plc will
continue in office as auditors.

By order of the Board

J Walter
Company secretary First Choice House
London Road

Crawley
West Sussex
RH10 9GX

Date: 29 April 2005
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Statement of directors’ responsibilities

Company law requires the directors to prepare financial statements for each financial year which give a true and fair
view of the state of affairs of the company and of the profit or loss for that period. In preparing those financial
statements, the directors are required to:

select suitable accounting policies and then apply them consistently;
make judgements and estimates that are reasonable and prudent;

state whether applicable accounting standards have been followed, subject to any material departures disclosed
and explained in the financial statements;

prepare the financial statements on the going concern basis umless it is inappropriate to presume that the
company will continue in business.

The directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any
time the financial position of the company and to enable them to ensure that the financial statements comply with
the Companies Act 1985. They have general responsibility for taking such steps as are reasonably open to them to
safeguard the assets of the company and to prevent and detect fraud and other irregularities.

Registered number 30647615/Year ended 31 October 2004




KPMG Audit Plc

100 Temple Street
Bristol

BS1 6AG

United Kingdom

Report of the independent auditors to the members of First Choice Holiday
Hypermarkets Limited

We have audited the financial statements on pages 6 to 17.

This report is made solely to the Company’s members, as a body, in accordance with section 235 of the
Companies Act 1985. Our audit work has been undertaken so that we might state to the Company’s
members those matters we are required to state to them in an auditor’s report 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

The directors are responsible for preparing the directors’ report and, as described on page 4, the financial
statements in accordance with applicable United Kingdom law and accounting standards. Our
responsibilities, as independent auditors, are established in the United Kingdom by statute, the Auditing
Practices Board and by our profession’s ethical guidance.

We report to you our opinion as to whether the financial statements give a true and fair view and are
properly prepared in accordance with the Companies Act 1985. We also report to you if, in our opinion,
the directors’ report is not consistent with the financial statements, if the Company has not kept proper
accounting records, if we have not received all the information and explanations we require for our audit,
or if information specified by law regarding directors’ remuneration and transactions with the Company is
not disclosed.

Basis of audit opinion

We conducted our audit in accordance with Auditing Standards issued by the Auditing Practices Board.
An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the
financial statements. It also includes an assessment of the significant estimates and judgements made by
the directors in the preparation of the financial statements, and of whether the accounting policies are
appropriate to the company’s circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
financial statements are frec from material misstatement, whether caused by fraud or other irregularity or
grror. In forming our opinion we also evaluated the overall adequacy of the presentation of information in
the financial statements,

Opinion

In our opinion the financial statements give a true and fair view of the state of the Company’s affairs as at
31 October 2004 and of its profit for the year then ended and have been properly prepared in accordance
with the Companies Act 1985.

Lonie, e A

KPMG Audit Ple
Chartered Accountants
Registered Auditor

29 AP Doy

Registered number 3647615/Year ended 31 October 2004




First Choice Holiday Hypermarkets Limited
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Profit and loss account

Jor the year ended 31 October 2004 :
Note 2004 2003

£000 £000
Turnover i 47,255 43313
Net operating costs 3 (42,975) (41,909)
Operating profit 4,280 1,404
Other interest receivable and similar income 5 - 82
Interest payable and similar charges 6 - (8}
Loss on disposal of fixed assets (423) (454)
Profit on ordinary activities before taxation 2 3,857 1,024
Tax on profit on ordinary activities 7 (1,907 (1,228)
Retained profit/(loss) for the financial year 15 1,950 (204)

All results arose from continuing activities.
There were no recognised gains or losses for either year other than those included in the profit and loss account.

The notes on pages 9 to 17 form part of these financial statements.
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Balance sheet
at 31 October 2004

Fixed assets

Intangible assets
Tangible assets

Current assets
Debtors
Cash at bank and in hand

Creditors: amounts falling due within one year
Net current assets

Total assets less current liabilities

Creditors: amounts falling due after one year
Provisions for liabilities and charges

Net assets

Capital and reserves
Share capital

Share premium

Profit and loss account

Shareholders’ funds

Equity
Non-equity

The notes on pages 9 to 17 form part of these financial statements.

Note

o Co

10

I

12
i3

14

{3
15

15

First Choice Holiday Hypermarkets Limited
Directors’ report and financial statements
31 October 2004

2004
£000

29,395
22,931

52,326

50,336
2,962

53,298
(36,812)

16,486

68,812

(25,819)
(1,405)

41,588

16,080
41,943
(16,435)

41,588

2003
£000

31,495
23,581

55,076

50,921
6,024

56,945
(45,782)

11,163

66,239

(25,819)
(782)

These financial statements were approved by the board of directors on 29 April 2005 and were signed on its behalf

§w&e&

D Wheatley
Director

Registered number 3647615/ Year ended 31 October 2004




Reconciliation of movements in shareholders’ funds
Jor the year ended 31 October 2004
Profit/(Loss) for the financial year

Net increase/( reduction ) in shareholders’ funds

Opening shareholders’ funds

Closing shareholders’ funds

Registered number 3647615/ Year ended 31 October 2004
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31 October 2004

2004
£000

1,950

1,950

39,638

41,588

2003
£000

(204)

(204)

39,842

39,638




First Choice Holiday Hypermarkets Limited
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Notes

(forming part of the financial statements)

1 Accounting policies

The following accounting policies have been applied consistently in dealing with items which are considered
material in relation to the company’s financial statements.

Basis of preparation

The financial statements have been prepared in accordance with applicable accounting standards and under the
historical cost convention.

Turnever

Turnover is the total amount receivable by the company for commissions earned and services provided, excluding
VAT and trade discounts. Commission earned in respect of in house product is recognised on the date of departure
and the related costs charged to the profit and loss account on the same basis. Commission earned from the sale of
third party product, together with related costs, are recognised on receipt of final payment.

Goodwill

Purchased goodwill (representing the excess of the fair value of the consideration and associated costs given over
the fair values of the separable net assets acquired) arising on consolidation in respect of acquisitions since 1
November 1998 is capitalised. Positive goodwill is amortised to nil by equal instalments over its estimated useful
life, normally 20 years. On the subsequent disposal or termination of a business acquired since 1 November 1998,
the profit or loss on disposal or termination is calculated after charging the unamortised amount of any related
goodwill.

Goodwill arising on consolidation prior to the adoption, on 1 November 1998, of FRS 10 - Goodwill and Intangible
Assets has been charged directly to reserves. The goodwill, which has been taken directly to reserves, will be
charged to the profit and loss account on disposal of the related business.

Fajr value accounting adjustments are made in respect of acquisitions and these may be made on provisional
estimates. Amendments may be made to those adjustmments in the subsequent accounting period with a
corresponding adjustment to goodwill in the light of post acquisition experience.

Depreciation

Depreciation is calculated to write down the cost less the estimated residual value of all tangible fixed assets over
their expected useful lives. The rates and periods generally applicable are:

Leasehold building Over the life of the lease
Office equipment 3to 8 years straight line
Leased assets

Operating leases and the payments made under them are charged to the profit and loss account on a straight line
basis over the period of the lease.

Contributions te pension funds
The company operates a defined contribution pension scheme. The assets of the scheme are held separately from

those of the company in an independently administered fund. The amounts charged against profits represents the
contributions payable to the scheme in respect of the accounting period.
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Notes (continued)

1 Accounting policies (continued)
Deferred taxation

Except as otherwise required by accounting standards, full provision without discounting is made for all timing
differences which have arisen but not reversed at the balance sheet date. Timing differences arise when items of
income and expenditure are included in tax computations in periods different from their inclusion in the financial
staiements.

Cash flow
The company is exempt from the requirements of Financial Reporting Standard 1 (revised 1996) to prepare a cash
flow statement as it is a wholly owned subsidiary of First Choice Holidays PLC. The consolidated financial

statements of First Choice Holidays PLC, which include the company are publicly available (address given in note
21}

2 Profit/(loss) on ordinary activities before taxation

Profit/(loss) on ordinary activities before taxation is stated after charging:

2004 2003
£000 £000
Depreciation and other amounts written off tangible fixed assets:
Owned 2,106 2,338
Goodwill amortisation 2,100 2,099
Hire of plant and machinery — rentals payable under operating leases 916 927
Hire of other assets — operating leases 7,070 5,890

All audit fees are borne by other group companies.

The whole of the turnover and profit before taxation derives from the company’s principal activity within the United
Kingdom.

3 Net operating costs

2004 2003

£000 £000

Staff costs (see note 4) 12,944 13,376
Depreciation 2,106 2,338
Other operating charges 27,925 26,195
42,975 41,909

Registered number 3647615/Year ended 31 October 2004 10




First Choice Holiday Hypermarkets Limited

Directors’ report and financial statements
31 October 2004

Notes (continued)

4 Staff numbers and costs

category, was as follows:

Sales

The aggregate payroll costs of these persons were as follows;

Wages and salaries
Social security costs
Other pension costs (note 6)

Remuneration in respect of directors is borne by another group company.

5 Other interest receivable and similar income

! On all other loans

6 Interest payable and similar charges

Other interest charges

Registered number 3647615/Year ended 31 October 2004

Of the above amount £nil (2003 £81,138) was receivable from group undertakings.

2004

. 806

2004
£000

11,842
1,022

12,944

2004
£000

2004
£000

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

Number of employees

2003

876

2003
£000

82

2003
£000




First Choice Holiday Hypermarkets Limited

Directors’ report and financial statements
31 October 2004

Notes (continued)

7 Taxation
The tax charge in the 31 October 2004 accounts can be summarised as follows:
(i) Analysis of charge in year
2004 2003
£000 £000
Current tax:
UK corporation tax on profits for the year 1,284 25
Adjustment in respect of previous periods:
- permanent - 168
- origination of timing differences ~ (434)
Total current tax 1,284 (241)
Deferred tax:
Origination and reversal of timing differences:
- current year UK 623 1,035
- adjustment in respect of previous periods - 434
Total deferred tax (see note 13} 623 1,469
Tax on profit on ordinary activities 1,907 1,228

(ii)  Factors affecting tax charge for the year

The tax charge (2003: credif) for the year is higher {2003 lower) than the standard rate of UK corporation tax of
30% (2003: 30%). The differences are explained below:

7 2004 2003
: £000 £000
Profit/(loss) on ordinary activities before tax 3,857 1,025
Profit on ordinary activities at the standard rate of UK corporation tax of 30% ¢2003.
30%) 1,157 308
Effects of:
- expenses not deductibie for tax purposes 768 768
- depreciation in excess of capital allowances for the year (641) 134
- utilisation of tax losses brought forward - (1,185)
- adjustment to tax in respect of previous periods - (266)

Current tax charge/(credit) for the year 1,284 (241)
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Notes (continued)

8 Intangible fixed assets

Cost
As at I November 2003 and 31 October 2004

Amortisation
As at 1 November 2003
Provided in year

At 31 October 2004

Net book value
As at 31 October 2004

As at 31 October 2003

9 Tangible fixed assets

Cost

As at ] November 2003
Additions in year
Disposals

As at 31 October 2004

Depreciation

As at | November 2003
Charge for the year
Disposals

As at 31 October 2004

Net book value
As at 31 October 2004

As at 31 October 2003

Registered number 3647615/Y ear ended 31 October 2004
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Directors’ report and financial statements
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Goodwill

£000

41,593

10,498

2,100

12,598

29,395

311,495

Short leasehold Office Total

properties equipment

£000 £000 £000
23,411 10,367 33,778
1,101 891 1,992

(305) (1,597) (1,902)
24,207 9,661 33,868
3,316 6,881 10,197
962 1,i44 2,106

(69) (1,297) (1,366)
4,209 6,728 16,937
19,998 2,933 22,931
20,095 3,486 23,581

13




Notes (continued)

10 Debtors

Trade debtors

Amounts owed by group undertakings
Group relief

Other debtors

Prepayments and accrued income

All debtors fall due within one year

11 Creditors: amounts falling due within cne year

Trade creditors

Amounts owed to group undertakings
Group relief

Other taxes and social security

Other creditors

Accruals and deferred income

12 Creditors: amounts falling due after more than one year

Amounts owed to group undertakings

Registered number 3647615/Year ended 31 October 2004
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2004
£000

218
35,464

10,623
4,031

50,336

2004
£000

27,692
7,478
1,043

241
61
297

36,812

2004
£000

25,819

2003
£000

830
35,710
241
9,939
4,201

50,921

2003
£000

21,689
21,682

782
619
1,010




Notes (continued)

13 Provisions for liabilities and charges

As at | November 2003
Provided in the year

As at 31 October 2004

The net deferred tax position as at 31 October 2004 is as follows:

Accelerated capital allowances
Other timing differences

14 Share capital

Authorised
500,000 deferred ordinary shares of £1 each
19,500,000 ordinary shares of £1 each

Allotted, called up and fully paid
500,000 deferred ordinary shares of £1 cach
15,580,000 ordinary shares of £1 each

Registered number 3647615/ Year ended 31 October 2004

There is no unprovided deferred taxation at either 31 October 2004 or 31 October 2003.

2004
£000

1,408
&

1,405

2004
£000

500
19,500

20,000

15,580

16,080
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Deferred taxation

£000

782
623

1,405

2003
£600

(2)

2003
£000

500
19,560

20,000
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Notes (continued)

15 Share premium and reserves accounts

First Choice Holiday Hypermarkets Limited

Directors’ report and financial statements
31 October 2004

Share premium

Profit and loss

account account
£000 £000
At beginning of vear 41,943 (18,385
Retained profit for the year - 1,950
At end of year 41,943 (16,435)
Non-equity interests in shareholders’ funds are analysed by class of share as follows:
2004 2003
£600 £000
Deferred ordinary shares of £1 each 500 500
16 Commitments
{(a) Capital commitments at the end of the financial year for which no provision has been made are as follows:
2004 2003
£000 £000
Contracted - 280
Not contracted - -
(b) Annual commitments under non-cancellable operating leases are as follows:
2004 2003
Leasehold Others Leasehold Others
Buildings Buildings
£000 £000 £000 £000
Operating leases which expire:
Within one year - 64 15 1
In the second to fifth vears inclusive - 852 9 943
Over five years 7,570 - 6,696 -
7,570 916 6,720 944
16
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Notes (continued)

17 Contingent liabilities

The company is one of several guarantors to the following First Choice Holidays PLC facility agreements; a
syndicated surety bonding facility of £62.5m; a syndicated bank credit facility of £310.0m. All agreements are in
the name of First Choice Holidays PLC.

18 Pension scheme

The company participates in First Choice Holidays PLC defined contribution pension scheme. The pensions costs
charged for the period represented contributions payable by the company to the fund and amounted to £80,415
(2003: £80,000). The assets of the scheme represented are administered by trustees in a fund independent from
those of the company. There were no outstanding or prepaid contributions at either the beginning or the end of the
financial year.

19 Related party disclosures

As the company is a wholly owned subsidiary of First Choice Holidays PLC, the company has taken advantage of
the exemption contained it FRS 8 and has thercfore not disclosed transactions or balances with entities which form
part of the group.

20 Ultimate parent company

First Choice Holidays PL.C, a company registered in England and Wales, is the ultimate parent company. The
immediate holding company is Holiday Hypermarkets (2000) Limited. First Choice Holidays PLC is the parent
undertaking of the largest and smallest group of which First Choice Holiday Hypermarkets Limited is a member and
for which group accounts are drawn up. Copies of these group accounts are available from the Company Secretary,
First Choice Holidays P1.C, First Choice House, London Road, Crawley, West Sussex, RH10 9GX.
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