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Virgin Holidays Limited and subsidiary companies
Annual report and consolidated financial statements
31 December 2014

Registered number: 1873815
Strategic report

The direclors present therr annual report and the audted financial statements of Virgm Holidays Limited (“the
Company”) and its subsidiary companies (together “the Group”) for the year ended 31 December 2014

Durning the previous pencd Virgin Holidays Limited changed its accounting reference date from 28 February to 31
December Therefore, these financial statements have been prepared for the 12-month penod ended 31
December 2014 (the “year”), whilst the comparatives are stated for the 10-month perod ended 31 December 2013
("2013")

For the purposes of this report, the directors consider that to analyse the results of the Group in the year, a
companscn against the unaudited 12-month penod ended 31 December 2013 (*unaudited priar year") 1s more
useful for which the information has been included

Principal activity

The pnncipal activity of the Group continues to be that of a tour operator providing inclusive package holidays and
fights, from the Uruted Kingdom to the United States, the Canbbean and other worldwide destinations

The subsidiaries iImpacting the profits and net assets of the Group n the year are listed in nate 22 to the financtal
statements

Results

The Group's trading results are as stated on page 9 of the consolidated financial statements Turnover for the
penod was £540 3m (unaudited prior year £534 8m) The profit before tax, brand fees and exceptional items was
£11 1m (unaudited prnor year £8 1m) and the profit before tax was €4 4m (unaudited pnor year £0 9m) The
drrectors are satisfied with the Group's financial performance in a year which has seen continued investment in the
new retail distnbution network and restructunng

Business review

The angoing recovery of the UK economy has contnbuted to increased customer confidence, reflected in higher
traveller spend on international travel Statistics indicate that long-haul package travel will grow at a faster rate
than the market in general in the short term The Group has continued to grow market share in the core Flonda
region and has seen strong sales in the year

The directors welcome the recently announced reductions In some Air Passenger Duty which will particularly
benefit the large number of famihes that travel with the Group, as well as the Canbbean region as a whole

Gross profit margm was slightly lower than pnor year, at 10 0% (unaudited prior year 10 2%) due to the impacts of
the strengthening US dollar and the lag In the consumer confidence upturn translating into departed holiday
volume increases

Online bookings continue to grow, and the Group 1s Investing in a new technology platform to continue to dnve
growth through this channel The reta:l distnbution network has delivered increased bookings year on year and the
number of retail outlets open as at 31 December 2014 stood at 126 (2013 106) Travel agent sales were
comparable with the pnor year

The directors are also pleased with the results of the Group’s non-financial key performance indicators (KPls)
including high staff engagement and net promoter score statistics

Included in the results are £5 4m (unaudited pnor year £5 5m) of brand fee costs which are payable based on
tumover and are in accordance with the brand licence fee agreement Exceptional tems in the year ended 31
December 2014 relate to restructuring costs The exceptionai tems in 2013 related to restructunng costs
inctuding the relocation of operations from three UK offices into a single location
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Strategic report (continued)

Business review (continued)

Performance dunng the year, together with prior period, and prior unaudited year, 1s set out in the table below

Turnover by destination ,

Unaudited

Yearended Penod ended Year ended

31 December 31 December 31 December

2014 2013 2013

£m fm £m

North America 288 4 2445 2620
Carbbean 151 1 1294 1610
Middle & Far East & Africa 77.8 668 B10
Cruise/Other 230 266 308
Total 540.3 467 3 5348
Gross profit margin ; 10.0% 10 1% 10 2%
Profit before tax, brand fees and exceptional tems ; £11.4m £8 6m £8 1m
Profit before tax, brand fees and exceptional items margin 21% 1 8% 15%

Definition, method of calculation and analysis

1 Turnover by destination 1s denved by allocating revenue to the destinatton based on the location of the first
night's accommodation outside the United Kingdom Also see note 1(c) to the financial statements

2 Gross profit margin is the ratio of gross profit to tumover expressed as a percentage

3 Profit before tax, brand fees and exceptional tems i1s profit before tax afler adding back brand fees and
exceptional items

4 Profit before tax, brand fees and exceptional tems margin 1s the total abave (3) divided by turnover

Post balance sheet events
There are no signfficant post balance sheet events

Future outlook

Consumer confidence indices show that customer intention to travel cverseas will continue to increase into 2015
Recent reductions in oif prices and A Passenger Duty should help reduce the Group's long termn aviation costs
although the strengthening of the US dollar is tikely to lead to increasing ground costs for the Group

in 2014 the Group completed a new five year plan The plan 1s centered arcund focusing on strategic areas of
strength such as the United States market as well as protecting and maximizing profitability in the Canbbean,
Cruise, Tounng and Worldwide long-haul product portfolio Investrnent will also continue in distributton channels,
notably the website The Group will work closely with Virgin Atlantic Arways Limited, a subsidiary of Virgin Atlantic
Limited, to maximize customer advocacy and the overall Group profitability
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Strategic report (continued)

Principal risks and uncertainties

The management of the business and the execution of the Group's strategy are subject to a number of nisks The
key business risks and uncertainties affecting the Group are considered to relate to foreign currency exposure,
competition from both high-street travel agents and internet retailers, and the effects of disrupted travel plans
whether due to natural disaster situations or security scares

The Group’s policy in relation to managing tts foreign currency exposure 1s detailled in the Directors’ report on
page 6 The Group has a clear distnbution strategy, and detaled emergency procedures to respond to any
emergency stuation and all staff are trained on their roles and responsibilities in such situations

By order of the Board
{M Jde Sousa Company Secretanat,
Company Secrefary Tha Office, Manor Royal,
Crawley, RH10 9NU
4 March 2015
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Directors’ report

Dividends
There has been a final dividend of £30 9m paid in respect of the year ended 31 December 2014 (2013 £17 Om)

Directors
The directors who served during the year and up to the date of this report were as follows

Sir Richard Branson (President)

P Norris (Chaiman)

A E Wills (resigned 16 May 2014)
C 8 Kreeger

S J Weiss

E H Bastian

G W Hauenstein

P A Cantarutt

W | Aaron

G McCallum
T Livett (appointed 16 May 2014, resigned 7 July 2014)
| Woods (appointed 7 July 2014)

Employees

In considening applications for employment from disabled people in the UK, the Group seeks to ensure that full
and fair consideration 1$ given to the abilities and aptitudes of the applicant against the requirements of the jobs
for which he or she has applled Employees who become temporarily or permanently disabled are given
individual constderation, and where possible equal opportunites for training, career development and
promotions are given fo disabled persons

Within the bounds of commercial confidentiality, information s disseminated to all levels of staff about matters
that affect the progress of the Group and are of interest and concern to them as employees The Group also
encourages employees, where relevant, to meet on a regular basis to discuss matters affecting them

Donations
During the year the Group did not make any contributions to political parties (2013 £nf)

Financial risk management

The Board of Directors 1s responsible for setting financial nsk management policy and objectives, and approves
the parameters within which the various aspects of financial nsk management are operated A treasury policy
approved by the Board of Directors outlines the Group's approach to corporate and asset financing, foreign
exchange nisk and cash and iiguidity management

The Board of Directors has delegated power for treasury nsk management to the Group Financial Risk
Committee of Virgin Atlantic bimited This committee ensures that the treasury policies and objectives
approved by the Board of Directors are fully implemented
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Directors’ report (continued)

Foreign currency risk

The Group 1s exposed to foreign currency nsk and utiises a range of hedging mstruments, arranged on its
behalf by a subsidiary company of Virgin Atlantc Limited, to minimise its foreign exchange exposure The key
foreign currency nsk anses in respect of US Dollars, Thal Bahts, Arab Emirates Dirhams, South African Rands
and Canadian Dollars

Derivative financial instruments

The Group's policy 15 not to trade 1n denvatives but to use these instruments to hedge anticipated exposures,
arranged through a subsidiary company of Virgin Atlantic Limited  All denvatives are used for the purpose of
nsk management and accordingly they do not expose the Group to market risk as they are matched to identified
physical exposures within the Group

Disclosure of information to the auditor

The directors who held office at the date of approval of this Directors' report confirm that, so far as they are
each aware, there 15 no relevant audit Information of which the Company's auditor 1s unaware and each director
has taken ail the steps that they cught to have taken as a director in order to make themselves aware of any
relevant audit iInformation and to establish that the Company's auditor 1s aware of that information

Other information

Anindication of likely future developments in the business and particulars of significant events that have occurred
since the end of the financial year have been included in the Strategic report on page 3

Auditor

Pursuant to Section 487 of the Companies Act 2008, the auditor will be deemed to be reappointed and KPMG
LLP will therefore continue in office until further notice

By order of the Board
I M J de Sousa Company Secretarat,
Company Secrelary The Office, Mancr Royal,
Crawley, RH10 9NU
4 March 2015
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Statement of directors’ responsibilities

The directors are responsible for preparing the Strategic Report, the Directors’ 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 they
have elected to prepare the Group and Parent Company financial statements in accordance with UK Accounting
Standards and applicable law (UK Generally Accepted Accounting Practice)

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 affars of the Group and Parent Company and their profit or loss for that
perod

In prepanng the Group and Parent Company financial statements, the directors are required to
- select suitable accounting pelicies and then apply them consistently,
- make yjudgments and estimates that are reasonable and prudent,

- state whether applicable UK Accounting standards have been followed, subject to any matenal departures
disclosed and explained in the financial statements, and

- prepare the financial statements on the going concern basis unless it 1s \nappropnate to presume that the
Group and Parent Company will continue in business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Group and Parent Company's transactons and disclose with reasonable accuracy at any time the financial
position of the Parent Company and enable them to ensure that the financial statements comply with the
Companies Act 20068 They have a general responsibility for taking such steps as are reasonably open to them to
safeguard the assets of the Group and Parent Company and to prevent and detect fraud and other irregulanties




S,

KPMG LLP

15 Canada Square
London

E14 5GL

United Kingdam

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF VIRGIN HOLIDAYS LIMITED

We have audited the financial statements of Virgin Holidays Limited for the year ended 31 December 2014 set out
on pages 9 to 33 The financial reporting framework that has been applied in their preparation 1s appiicable law
and UK Accounting Standards (UK Generally Accepted Accounting Practice)

This report 1s made solely to the Company’s members, as a body, 1n accordance with Chapter 3 of Part 16 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 in an auditor's report and for no other purpose To the fullest extent
permitted by law, we do not accept or assume responsibiiity 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 auditor

As explained more fully in the Statement of directors’ responsibiities set aut on page 7, 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 is to audit, and express an opinton on, the financial statements in 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 Audtors

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 matenal misstatement, whether caused by
fraud or error

This includes an assessment of

+ whether the accounting policies are appropriate to the Group's and Parent 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

In additon, we read all the financial and non-financial information in the Strategic report and the Directors’ report to
identfy matenal inconsistencies with the audited financial statements If we become aware of any apparent
matenal misstatements or inconsistencies we consider the imphcations for our report

Opinion on financial statements

In our cpinion the financial statements

* gwe a true and farr view of the state of the Group’s and of the Parent Company's affairs as at 31 December
2014 and of the Group's profit for the year then ended,

« have been properly prepared in accordance with UK Generally Accepted Accounting Practice, and

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

QOpinion on other matter prescribed by the Companies Act 2006
In our opinion the information given 1n the Strategic report and 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

to you If, i our opinion

+ adequate accounting records have not been kept by the Parent Company, or returns adequate for our audit
have not been received from branches not visited by us, or

+ the Parent Company financial statements are not in agreement with the accounting records and returns, or

» certan 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

7&4;4@\____4@“2/

Jonathan Downer (Senior Statutory Audtor)
for and on behalf of KFMG LLP, Statutory Auditor

Chartered Accountants - lareby 2015
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Consolidated profit and loss account
for the year ended 31 December 2014

Note Year ended Penod ended

31 December 31 December

2014 2013

£000 £'000

Turnover 1(c), 2 540,291 467,323
Cost of sales (486,097) (419,892)
Gross profit 54,194 47431
Administrative expenses 1(d) (49,322) (44,078)
Exceptional ltems 6 (1,313) (1,132)
Totat Administrative expenses (50.635) (45,208)
Operating profit before exceptional tems 4,872 3,359
Exceptional items {1,313) (1,132)
Operating profit 3,559 2,223
Other interest receivable and similar income 4 B42 578
Interest payable and similar charges 5 {23) (24)
Profit on ordinary activities before taxation 5 4,378 2,717
Tax on profit on ordinary activities 8 (1,164} (794)
Profit on ordinary activities after taxation 3,214 1,983

The profit for the year / penod above anses from continuing operations

The notes on pages 13 to 33 form part of these financial statements
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Consolidated statement of total recognised gains and losses

for the year ended 31 December 2014

Note

Profit for the financial year / period

Net exchange gain / (loss) on the retranslation of net 18
investments

Total recogmised gains and (losses) refating to the
year/ period

The notes on pages 13 to 33 form part of these financial statements

10

Year ended Period ended
31 December 31 December
2014 2013

£'000 £'000

3,214 1,983

25 (96)

3,239 1,887
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Consolidated balance sheet
at 31 December 2014

2014 2013
Note £'000 £'000 £000 £'000
Fixed assets
Intangible assets 10 4,714 5,301
Tangible assets 11 25,260 25,844
29,974 31,245
Current assets
Stock 45 106
Debtars
- due within one year i3 189,150 180,855
- due after one year 13 246 1,239
Total debtors 189,396 182,094
Cash at bank and in hand 12,220 18,169
201,661 200,369
Creditors:
Amounts falling due within one year 14 (198,204) (169,980)
Net current assets 3,457 30,389
Total assets less current habilities 33,431 61,634
Provisions for liabilities and charges 15 (20) (562)
Net assets 33411 61,072
Capital and reserves
Called up share capital 17 2,457 2,457
Profit and loss account 30,954 58,615
Shareholders’ funds 18 13411 61,072

These financial statements were approved by the Board of Directors on 4 March 2015 and were signed on its behalf
by

S J Weiss
Director

The notes on pages 13 to 33 form part of these financial statements
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Company balance sheet
at 31 December 2014

Fixed assets
Intangible assets
Tangible assets
Investments

Current assets
Stock
Debtors
- due within one year
- due after one year
Total debtors
Cash at bank and in hand

Creditors: amounis falling due within
one year

Net current (liabilities) / assets

Total assets less current liabilities

Provisions for liabilities and charges

Net assets

Capita! and reserves

Called up share capital

Profit and loss account

Shareholders’ funds

Note
10

12

13

14

15

17

18

£'000

22

188,444
180

188,624

11,180

199,826

(205,720)

2014

£'000

2,879

{5.894)
29,772

(20)
29,752

2,457
27,295

29,752

2013

£000 £000

3,111

25,906

7,589

36,606
34
179,007
1,136
180,143
16,507
196,684

(175,925}
20,759
57,365
(562)

56,803

2,457

54,346

56,803

These financial statements were approved by the Board of Directors on 4 March 2015 and were signed on its

behalf by

J Weiss
Director

The notes on pages 13 to 33 form part of these financial statements

12
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Notes

1

Principal accounting policies

The following accounting policies have been consistently applied in dealing with tems which are considered
material in relation to the consolidated financial statements of the Group

(a}

(b)

(c)

(d)

Basis of preparation

The consolidated financial statements have been prepared under the histoncal cost convention
and in accordance with the Companies Act 2006 and applicable United Kingdom accounting
standards

The financal statements have been prepared on a going concern basis The directors have
reviewed the financial position of the Company, including the arrangements with group
undertakings, and belleve that it remaimns appropriate to prepare the financial statements on a
geing concern basis

The Company has taken advantage of sect:on 408 of the Compantes Acl 2006 and a separate
profit and loss account for the Company has not been published The result for the year
attributable to the Company 1s disclosed in note 18

Under Financial Reporting Standard ('FRS') 1 (Revised), “Cash Flow Statement” the Group 1s
exempt from the requirement to prepare a cash flow statement cn the grounds that it 1s a wholly
owned subsidiary undertaking of Virgin Atlantic Limited and the Group's cash flows are included
within the consolidated cash flow statement of that company

Basis of consolidation

The financial statements consolidate Virgin Holidays Limited ("the Company™) and its subsidiaries
{together "the Group”) In the Company’s accounts, mvestments in subsidiary undertakings are
stated at cost, less provision for any impairment

Turnover

Tumover I1s derived from ordinary activities and principally comprises the sale of the Group's
holiday packages, fights and ancillary products Revenue from the sale of these products is
recognised on the date of departure, gross of all charges bifled to the customer less any
discounts and sales taxes Amounts invoiced and collected from sales relating to holiday
packages, fights and ancillary products with dates of departure beyond the accounting reference
date, together with any commission thereon, are carried forward as deferred income

The Group also receives agency commussion for the sale of third party holiday products The
agency commission due from the third party 1s recognised as revenue when earned, typically at
date of bocking

Administrative expenses

Administrative expenses comprise overhead expenses together with marketing and promotional
costs Marketing costs are expensed to the profit and ioss account as incurred

13
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Notes (continued)

1 Principal accounting policies {continued)

(e)

(M

(@)

(h)

t/

Fareign currencies

Transactions in foreign currencies are recorded using the rate of exchange ruling at the date of
the transaction or, if hedged, at the forward contract rate Monetary assets and liabilities
denominated in foreign currency are transiated wto steriing at the month end exchange rate
Exchange differences ansing through the translation of foreign currency assets and labihties are
included in the profit and loss account

The assets and habilittes of subsidianes with a foreign local currency are translated In
consolidation using the peried end closing rate Profit and loss accounts of such subsidianes are
consolidated at the average rates of exchange dunng the year Gains and losses ansing ¢n these
translations are taken to the reserves and presented In the Statement of total recognised gamns
and losses

Derivative financial instruments

The Group uses various dervative financia! Instruments to manage its exposure to foreign
exchange nsks Gains and losses cn hedges of revenue or operating expenses are recognised
tn the profit and loss account of the penod in which the hedged transaction matures

Pension costs

The Group participates 1n a defined contribution group scheme The assets of the scheme are
held separately from those of the Group i an independently administered fund The amount
charged In the profit and loss account represents the contributions payable by the Group to the
scheme In respect of the accounting penod

Taxation including deferred tax

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

Deferred tax 1s recognised in respect of all iming differences that have onginated but not
reversed at the balance sheet date where transactions or events that result in an obligation to pay
more tax in the future or a right to pay less tax in the future have occurred at the balance sheet
date Timung differences are differences betwaen the Group's taxable profits and s resuits as
stated n the financial statements that anse from the inclusion of gains and losses In tax
assessments 1n penods different from those in which they are recognised in the financial
statements

A net deferred tax asset 1s regarded as recoverable and therefore recognised only when, on the
basis of all avalable evidence, t can be regarded as more lkely than not that there will be
suitable taxable profits from which the future reversal of the undertying timing differences can be
deducted Deferred tax 1s measured on a non-discounted basis at the tax rates that are expected
to apply in the penods in which iming differences reverse, based on tax rates and laws that have
been enacted or substantively enacted at the balance sheet date

Intangible fixed assets

Goodwil) ansing on the acquisitton of subsidiary undertakings and businesses, representing any
excess of the fair value of the consideration given over the farr value of the identdiable assets and
habilities acquired, 1s capitalised and wrtten off on a straight-line basis over its usefu!l economic
Iife Provision is made for any impairment

Other intangible fixed assets are written off through the profit and loss account over ther
estimated useful economic life In accordance with FRS 10 “Goodwill and Intangible Assets”

14
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Notes (continued)

1

2

Principal accounting policies (continued)

g

(k)

()

Tangible fixed assets
Tangible fixed assets are stated at cost, net of depreciation and any provision for impatrment

Depreciation s calculated to write off the cost, less estimated residual value, on a straight-line
basis over the useful economic life of the asset, or the period of the underlying lease if shorter as
applicable Freehold land is not depreciated

Tangible fixed assets are depreciated on an annual basis at the following rates

Freehold buildings - 1-2%
Fixtures and fittings - 20 - 25% on cost
Plant and equipment - 10-33'%.% on cost

Assets In the course of construction relates to work in progress on projects, including investment i
the reservation system, which i1s depreciated from completion of each milestone, in accordance with
the policy of that asset type

Stock

Stocks are stated at the lower of average cost and net realisable value Provision 1s made for
obsolete, slow-moving or defective tems where appropriate

Cash and lhiquid resources
Cash at bank and in hand includes both cash and liquid resocurces Cash includes cash in hand

and deposits repayable on demand held with any financial insttution  Liquid resources include
term deposits

Analysis of turnover

Group turnover 1s analysed below

Analysis of turnover by destination Year ended Penod ended
31 December 31 December

2014 2013

£'000 £'000

North America 288,446 244,479
Carnbbean 151,126 129,431
Middle & Far East & Alrica 77,769 66,824
Cruises / Other 22,960 26,589
540,291 467,323

The geographical analysis of revenue by destination 1s denved by allocating revenue to the destination
based on the location of the first night's accommodation outside the United Kingdom

A geographcal analysis of the Group’s operating profit and net assets I1s not disclosed as it 1s neither
practical nor meaningful to allocate the Group's operating expenditure on a geographical basis

15
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Notes (continued)

2  Analysis of turnover (continued)
Year ended Period ended
Analysis of turnover by origin 31 December 31 December
2014 2013
E'0D0 £'000
United Kingdom §33,977 4562 141
North America 6,314 5182
540,291 467,323
No segmental analysis of turnover or operating profit 1s provided as the directors consider that the
Group 1s in all matenial respects engaged in the single integrated business of a tour operator
3 Staff numbers and costs
The average number of persons employed by the Group (including directors) during the year / perod
analysed by category and the related costs, were as follows
Year ended Penod ended
31 December 31 December
2014 2013
Selling 738 733
Administration 231 241
Operations 191 206
1,160 1,180
£'000 £'000
Wages and salanes 22 440 18,381
Social security costs 2,107 1,707
Pension costs 4,289 897
25,836 20,985
The Virgin Atlantic Limited group of companies coperates a defined contribution pension scheme The
pension cost charged in the profit and loss account for the year / period represents contributions payable
by the Group to the scheme There were no outstanding or prepaid contnbutions at either the beginning
or end of the financial year
4 Other interest receivable and similar income
Year ended Penod ended
31 December 31 December
2014 2013
£'000 £'000
Interest receivable from group undertakings 782 549
Interest on bank deposits 60 29
842 578

16
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Notes (continued)

] Interest payable and similar charges
Year ended Period ended
31 December 31 December
2014 2013
£'000 £000
Other charges - 3
Unwinding of discount factor on dilapidation provision 23 21
23 24

6 Profit on ordinary activities before taxation
Profit on ordinary activities before taxation i1s stated after charging / (crediting)

Year ended Penod ended

31 December 31 December

2014 2013

£'000 £:000

Depreciation of owned tangible fixed assets 6,826 4,901

Loss on disposal of assets 244 40

Rentals under operating leases

- land and bulldings 5,798 4,330

- other 93 115

Amortisation of intangible fixed assets 587 490

Fareign exchange gain {1,691) (472)

Exceptional restructurtng costs 1,313 1,132
The analysis of auditor's remuneration 1s as follows

£'000 £000

Audit of the financial statements 52 50

Exceptional costs of £1,313,000 in the year and £1,132,000 in the prior penod relate to restructuning
costs including the relocation of operations from 3 UK offices into a single location

Fees payable to the Group's auditor and its associates for services other than the statutory audit of the
parent company and subsidiaries are not disclosed in Virgin Holidays Limited’s financial statements
since the consolidated financial statements of Virgin Holidays Limited's parent, Virgin Atlantic Limited,
are required to disclose non-audit fees on a consolidated basis

17
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Notes (continued)

7

Emoluments of directors

Dunng the year / period of therr service, the emoluments of the directars of the Company were

Year ended Penod ended

31 December 31 December

2014 2013

£'000 £'000

Emeluments payable 185 223

Company contributions to money purchase pension schemes 27 20

Aggregate amounts receivable under long-term incentive 152 834
Schemes

364 1,077

Retirement benefits are accruing to no (2013 1) directors under money purchase pension schemes No

directors have share options and therefore none were exercised in the year (2013 ni)

The amounts receivable during the pnor period by directors of the Company under long-term incentive
schemes anse solely as a consequence of the successful acquisition dunng the period by Delta Arr
Lines, Inc of 49% of the Company's share capital from Singapore Airines Limited The cost of these
payments anstng under the long-term incentive scheme has been borne by the immediate holding

company, Virgin Atlantic Limited

All emoluments above relate to the highest paid director of the Group

18
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Notes (continued)
8 Taxation

Year ended Penod ended
31 December 31 December
2014 2013
£'000 £'000

UK corporation tax at 21 5% (2013 23%)
Amounts payable in respect of group relief 1,503 1,001
Adjustments tn respect of prior penods (115) 186
Total UK current tax charge 1,388 1,187
Non-UK current tax charge - 3
Non-UK adjustments in respect of prior periods - (12)
Total current tax charge 1,388 1,178

Deferred tax

Ongination / reversal of timing differences (289) (135)
Adjustments in respect of prior periods 65 (67)
Recognition of previously unrecognised non-UK tax losses - {133}
Effect of decreased tax rate - (49)
Total deferred tax (credit) / charge (224) (384)
Tax con profit on ordinary activities 1,164 794

Group relief payments will be received or paid where losses are surrendered to or recelved from other
group companies
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8

Taxation (continued)

The standard rate of UK corporation tax for the year/penod 1s 21 5% (2013 23%)

The actual current

tax charge for the year 1s higher (2013 higher) than the standard rate for the reasons set out In the

following reconcihations

Profit on ordinary activities before taxation

Tax at the standard rate of 21 5% (2013 23%)
Factors affecting the charge for the year/periad;
Expenses not deductible for tax purposes

Other timing differences

Non-UK losses not utlised or recognised

Foreign tax

Effect of decreased tax rate
Utiisation of non-UK tax losses brought forward

Accelerated capital allowances

Non taxable income

Adjustment in respect of prior periods

Dividends

Final eguty dividend declared and paid in respect of the
financeal year / penod

20

Year ended Pernod ended

31 December 31 December

2014 2013

£'000 £000

4,378 2,777

941 639

283 264

67 18

81 27

- 3

- 4

{65) (i8)

367 171

{171) (103)

(115) 173

1,388 1,178
Year ended Period ended
31 December 31 December
2014 2013
£'000 £000
30,900 17,000
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10 Intangible fixed assets

Group Goodwill Other Total
£000 £'000 £000

Cost

At 1 January 2014 and at 31 December 2014 8.663 1,614 10,277

Amortisation

At 1 January 2014 3,362 1614 4978

Charge for the year 587 - 587

At 31 December 2014 3,949 1,614 5,563

Net book value
at 31 December 2014 4,714 - 4,714

At 31 December 2013 5.301 - 5,301

As a result of a Group re-structure Virgin Vacations Inc was acquired on 13 Apnl 2011 Goodwill anising
from this purchase 1s amortised on a straight-line basis over 15 years

On 14 December 2009 Virgin Holdays Limited purchased 100% of the i1ssued share capital of Bales
Worldwide Lirmited Goodwill ansing from this purchase 1s amortised on a straight-line basis over 15
years, being its estimated useful economic life

Virgin Holdays Cruises Limited (formerly Fast Track Hohdays Limited) was purchased on 8 October
2007 Goodwill ansing from this purchase 1s amortised on a straight-line basis over 15 years, being its
estimated useful economic kife

Other intangible fixed assets relate to the purchase of the Travel City Direct brand name and
trademarks wn October 2008 which was fully amortised at the start of the penod
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10 Intangible fixed assets {continued)

Company Goodwill Other Total
£'000 £'000 £'000

Cost

At 1 January 2014 and 31 December 2014 3,516 1.614 5,130

Amortisation

At 1 January 2014 405 1.614 2,019

Charge for the year 232 - 232

At 31 December 2014 837 1,614 2,251

Net book value

at 31 December 2014 2,879 2,879

At 31 December 2013 31N 3.111

||
|

The hive up of trade and net assets of Bales Worldwide Limited on 1 March 2012 into Virgin Holidays
Limited resulted in goodwill of £2,161,000 being recogmised in the Company Goodwill ansing from this
purchase 1s amortised on a straight-ine basis over 15 years, being its estimated useful economic life

The hive up of trade and assets of Virgin Holiday Cruises Limited into Virgin Holidays Limited on 1
December 2011 resulted 1n goodwill of £1,355,000 being recognised in the Company Goodwiil ansing
from this purchase 1s amortised on a straight-ine basis over 15 years, being its estimated useful
economic life

Other intangible fixed assets refate to the purchase of the Travel City Direct brand name and trademarks
«n October 2008 which was fully amortised at the start of the penod
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11 Tangible fixed assets

Group

Cost:

At 1 January 2014
Foreign exchange
Additions
Transfers
Disposals

At 31 December 2014

Depreciation:

At 1 January 2014
Foreign exchange
Charge for the year
Disposals

At 31 December 2014

Net book value,
At 31 December 2014

At 31 December 2013

Assets in Fixtures Plant Freehold Total
the course of and and land and
construction fittings equipment buildings

£'000 £'000 £'000 £'000 £000

2,286 10,556 34,603 1,629 49,074

- 8 12 (3) 17

6,802 29 254 - 7,185

(6,518) 854 5,664 - -

- (2,178) (1.971) (974) (5,123}

2,670 9,269 38,562 652 51,163

- 6,664 16,183 283 23,130

- 15 8 (2) 21

1,520 5,306 - 6,826

- (1,988} {1,907) (189) (4,084)

- 6,211 19,590 92 25,893

2,670 3,058 18,972 560 25,260

2,286 3,892 18,420 1,346 25944
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11 Tangible fixed assets {continued)

Company

Cost:

At 1 January 2014
Additions
Transfers
Disposals

At 31 December 2014

Depreciation:

At 1 January 2014
Charge for the year
Disposals

At 31 December 2014

Net book value
At 31 December 2014

At 31 December 2013

12 Fixed asset investments

Company

Subsidiary undertakings

Cost

At 1 January 2014 and 31 December 2014

Assetsin Fixtures Plant and Freehold Total
the course and fittings Equipment Land and
of Buildings
construction
£'000 £'000 £000 £'000 £'000
2,286 10,152 34,412 1,570 48,420
6,902 27 200 - 7,129
(6,518) 854 5,664 - -
- (1,938) (1.864) (918} {4,720)
2,670 9,095 38,412 652 50,829
- 6,282 16,007 225 22,514
- 1,520 5,282 - 6,802
- (1,752) (1,800) (133) (3.685)
- 6,050 19,489 92 25,631
2,670 3,045 18,923 560 25198
2,286 3,870 18,405 1,345 25,906
Investments
£'000
7,589
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13 Debtors

Amounts faling due within one year

Trade debtors

Amounts cwed by group undertakings
Other debtors

Prepayments and accrued income

Amounts falling due after more than
one year

Deferred tax asset (see note 16)
Other debtors

Group Company
2014 2013 2014 2013
£'000 £000 £'000 £000
5,388 6,150 5,301 6,026
150,428 141,927 150,048 140,497
5,548 5,450 5,361 5225
27,789 27,328 27,734 27,259
189,150 180,855 188,444 179,007
Group Company
2014 2013 2014 2013
£'000 £'000 £'000 £000
229 175 163 72
17 1,064 17 1,064
246 1,239 180 1,136

The other debtors due after one year of £17,000 (2013 £1,064,000) relates to hote! deposits

14 Creditors

Amounts falling due within one year

Trade creditors

Other creditors including taxation and sociai
Secunty

Amounts owed to fellow subsidiary
Undertaking

Accruals and deferred income

Group Company

2014 2013 2014 2013
£'000 £000 £'000 £'000
2,859 1,666 2,036 643
19,368 18,308 19,060 17,998
8,011 2,982 13,289 10,326
167,966 147,024 171,335 146,957
198,204 165,980 205,720 175,925

25




Virgin Holidays Limited and subsidiary companies

Annual report and consolidated financial statements

31 December 2014

Notes (continued)

15

Provisions for liabilities and charges

Group

At 1 January 2014

Amounts utihsed n the year/period
Unwinding of discount facter on
dilapidation provision

At 31 December 2014

Company

At 1 January 2014

Amounts utilised in the year/perod
Unwinding of discount factor on
dilapidation provision

At 31 December 2014

Deferred
tax 2044 2013
Other liability Total Total
£000 £'000 £'000 £00¢
392 170 562 795
(385) {(170) (565) (254)
23 - 23 21
20 .- 20 562
Deferred
tax 2014 2013
Other liability Total Taotal
£'000 £'000 £'000 £000
392 170 562 795
(395) {170) (565) (254)
23 - 23 21
20 - 20 562

The other provisions relate to dilapidation provisions on leasehold premises
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16 Deferred taxation

The elements of the deferred tax asset / (labiiity) are as follows

Group

Capita! allowances in excess of depreciation

Other timing differences

Deferred tax asset

At 1 January 2014

Onigination f reversal of timing differences
Adjustments in respect of prior periods
Recognition of non-UK tax losses

Effect of decreased tax rate

At 31 December 2014

Presented as
Deferred tax asset (see note 13)

Prowisions for liabilities and charges (see note 15)

Company

Capital allowances in excess of depreciation

Other timing differences
Deferred tax asset / (iability)

At 1 January 2014

Ongination / reversal of timing differences
Adjustments tn respect of pnor perods
Effect of decreased tax rate

At 31 December 2014

Presented as
Deferred tax asset (see note 13)

Prowisions for liabilities and charges (see note 15)

2014 2013
£'000 £'000
100 (170)
129 175
229 5
2014 2013
£'000 £'000
5 (379)
289 135
(65) 67
. 133

. 49
229 5
229 175

. (170)
2014 2013
£'000 £'000
101 (170)
62 72
163 (98)
2014 2013
£'000 £000
(98) (379)
404 165
(143) 67
- 49
163 (98)
163 72

(170)
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16 Deferred taxation (continued)

The 2013 Budget on 20 March 2013 announced that the UK corporation tax rate would reduce to 20%
by 01 April 2015 The reductions In the rate from 23% (effective from 01 Apri) 2013} to 21% (effective
from 01 April 2014) and then from 21% (effective from 01 Apnl 2014} to 20% (effective 01 Apnl 2015)

were substantively enacted on 02 July 2013

The deferred tax asset / (lability) at 31 December 2014 has been calculated based on the lower rate of

20% substantively enacted at the balance sheet date

There are no significant losses in the Group for which a deferred tax asset has not been recognised

17 Share capital

Group

Issued, calied up and fully paid
2,456,774 (2013 2,456,774) ordinary shares of £1 each

Company

Issued, called up and fully paid
2,456,774 (2013 2,456,774) ordinary shares of £1 each
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2014 2013
£'000 £'000
2,457 2,457

2014 2013
£000 £'000
2,457 2,457
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18 Reconcihation of movements in shareholders' funds

Group

2014 2013
£'000 £000
Profit for the financial year / penod 3,214 1,983
Foreign exchange translation 25 {96)
Dwidends paid {30,900) (17.000)
Retained loss for the year / penod {27,661) {15,113)
Opening shareholders' funds 61,072 76,185
Closing sharehelders' funds 33411 61,072

Company
2014 2013
£'000 £'000
Profit for the financial year / penod 3,849 2,205
Dividends paid (30,900) (17,000)
Retained loss for the year / period (27,051} (14,795)
Opening shareholders’ funds 66,803 71,598
Closing shareholders' funds 29,752 56,803
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19

Operating lease commitments

As at 31 December 2014, the Group and Company had annual commiiments under non-cancellable

operating leases as follows

Group

Operating leases which expire
Within one year

In the second to fifth year
inclusive

Qver five years

Company

Operaling leases which expire
Within one year

In the second to fifth year
inclusive

Over five years

2014 2014 2013 2013
Land and Other Land and Other
buildings buildings
£'000 £'000 £'000 £'000
3,309 109 4,275 1"
505 9 177 62
1,358 - 1,315 -
5172 118 5,767 73
2014 2014 2013 2013
Land and Other Land and Other
buildings builldings
£'000 £'000 £'000 £'000
3,255 109 4,196 10
457 2 123 56
1,358 - 1,315 -
5,070 11 5,634 66
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20

21

22

Commitments

A substantial propartion of operating costs are denominated in foreign currency Foreign exchange
forward purchase contracts amounting to US$239 9m {2013 US$230 2m) outstanding at 31 December
2014 have been taken out to cover part of the exposure nsk  These contracts are entered into by Virgin
Holidays Limited with Virgin Atlantic Airways Limted  Virgin Atlantic Airways Limited has entered nto
US$239 9m of comesponding deals with external counterparts on behalf of Virgin Holidays
Limited Virgin Atlantic Airways Limited has not entered 1nlo any deals on behalf of Virgin Holidays
Limited without external counterparts (2013 US$T 3m)

The farr value at 31 December 2014 of all the foreign exchange forward purchase contracts held by the
Virgin Holdays Limited with Virgin Atlantic Airways Limited 15 a positive fair value of £5 9m (2013
negative fair value £7 3m)

Contingent Liabilities

The Company and its subsiianes are party with the intermediate holding company and fellow
subsidianes to a group set-off agreement n respect of certain bank accounts

The Company s a guarantor under certain financing arrangements with other group undertakings

The Company I1s a guarantor of the labilities at thewr balance sheet date of the subsidianes which have
taken the audit exemption under section 479A of the Companies Act 2006, and the exemption for
prepanng and filng financial statements under sections 394A and 448A of the Companies Act 2006 (see
note 23)

Subsidiaries and associated undertakings

The subsidianies of the Company as at 31 December 2014 were

Country of incorporation % Ordinary  Principal

or registration issued shares activity
Subsidiaries
Virgin Holdays Cruises Limited  England and Wales 100 Non trading
Bales Worldwide Limited England and Wales 100 Non trading
Opennde Limited England and Wales 100 Non trading
Check-in Holidays Limited England and Wales 100 Dormant
Virgin Vacations Incorporated United States of Amenca 100 Travel Agency
Virgin Incoming Services
Incorporated United States of Amenca 100 Tour Operator

All subsidianes have been included in the consolidation The proportion of voting nghts held by the
Group In each of its subsidianes ts the same as the proportien of ordinary shares hetd

Virgin Holidays Cruises Limited, Bales Worldwide Limited and Openrnide Linmited, whose results are
included in these consolidated financial statements, have taken advantage of the audit exemption under
section 479A of the Companies Act 2006 for therr financial statements

The directors of Check-In Holidays Limited, whose results are included in these consolidated financial

statemments, have taken advantage of the exemption to prepare and file financial statements under
sections 394A and 448A of the Companies Act 2006
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23

Related party transactions

At 31 December 2014, the Group's ultimate parent and controling company was Virgin Group Holdings
Limted, whose principal shareholders are Sir Richard Branson and certain trusts, none of which
individually has a controlling mterest in Virgin Group Holdings Limited The principal beneficiaries of
those trusts are S Richard Branson and / or his immediate famfy The shareholders of Virgin Group
Holdings Limited have interests directly or indirectly in certain other companies which are considered to
give nise to related party disclosures under Financial Reporting Standard 8

The Company, being a wholly owned subsidiary undertaking of Virgin Atflantic Limited, has taken
advantage of the exemption contained in Financial Reporting Standard 8 and has therefore not disclosed
transactions with entities which form part of the group or investees of the group gqualifying as related
parties

The following 1s 2 summary of those transactions and balances of the Group with related entihies which
are required to be disclosed by Financial Reporting Standard 8 All transactions are on an am's length
basis

Company name Year ended Penod ended
31 December 31 December
2014 2013
£'000 £'000
Sales to related companies
Virgin Hotels Group Limited 3 4
Purchases from related companies
Virgin com Limited - 13
Virgin Management Limited - 6
Virgin Hotels Group 322 234
Virgin Insight Limited 27 70
Inter City-Railways Limited 1 -
Necker Island BV| Limited 12 -
Virgin Enterprises Limited - -
Virgin Group Investments Limited 3 -
Virgin Unite Trading Limited 21 165
Virginconnect LLC 8 -
Deita Air Lines Inc 1416 705

Revenues from related partres primarily relate to the sale of hohidays and holiday vouchers
Purchases from related parties represent goods and services purchased for use within the business

Amounts due to related companies Al the balance sheet date £49,000 was owed to Virgin Hotels
Group Limited {2013 £}

Amounts due from related companies At the balance sheet date £300 was due from Virgin Hotels
Group Limited (2013 £3,000)
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Ultimate holding company

As at 31 December 2014, the directors consider the ultmate holding company to be Virgin Group
Holdings Limited, a company registered in the British Virgin Istands

As at 31 December 2014, Virgin Wings Limited, & company registered in England & Wales, 1s the parent
undertalung of the largest group of which the Company 18 a member and for which consolidated
financial statements are drawn up

As at 31 December 2014, Virgin Attantic Two Limited, a company registered in England & Wales, 1s the
parent undertaking of the smallest group of which the Company 1s a member and for which consolidated
financial statements are drawn up

Coptes of the financial statements for Virgin Wings Limited and Virgin Atlantic Two Limited may be
obtained from the Registrar of Companies, Companies House, Crown Way, Cardiff CF14 3UZ
Capital commitments

As at 31 December 2014 the Group had entered into a new lease agreement which requires £2 7m (2013
£2 7m) of capital investment in the Group's main UK office This lease has cash flow benefits with a £1 3m
{2013 £1 3m) inthal signing on fee and savings on current annual operating lease commitments

Post balance sheet events

There are no stgnificant post balance sheet events
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