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175 years ago, our founder Thomas Cook began this company
with a vision to “broaden the mind of others and break
down the partition walls of prejudice”

Once describing himself as “the willing and devoted
servant of the travelling public” Thomas Cook was a
true pioneer of the travel industry, opening up a world of

new destinations and new travel experiences to everyone.

By obtaining the best services and prices for his customers,
he laid the foundations of the company that still

bears his name today.

Thomas Cook is now one of the world's leading leisure
travel groups, supported by 22,000 colleagues and operating

from 16 countries.

Our vision today remains true to the principles of
Thomas Cook 175 years ago - to be the best loved holiday
company, delighting our customers, our people
and our Shareholders.
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Thomas Cook Group

THE GROUP
AT A GLANCE

OUR SEGMENTS IN DETAIL

Thomas Cook
w Il UNITED KINGDOM
Retail outlets: 790
Aircraft: 33
2016 2015
Customers Revenue £2,365m  £2457m

5’ 809 k Gross margin % Ef:;:“s Ezl?;]/1

Underlying EBIT

Underlying EBIT % 6.4% 4.8%
NECKERMANN
KEY FACTS
Il CONTINENTAL EUROPE
Retail outlets: 2,163
Aircraft: 5
2016 2015
Customers Revenue £3435m  £3.449m
Gross margin % 14.0% 13.5%
61627k Underlying EBIT £72m £7Im
Underlying EBIT % 2.1% 21%
SPIES
ylﬁléEBORG
KEY FACTS
- Il NORTHERN EUROPE
Retail outlets: 4
Aircraft: 11
Cust 2016 2015
ustomers Revenue £1132m  £1057m
‘I 614 k Gross margin % 30.4% 279%
’ Underlying EBIT £124m £96m
Underlying EBIT % 1% 91%
& Condor
Aircraft: 45
. 2016 2015
Customers Revenue £1,253m £1,257m
Gross margin % 25.1% 28.4%
Underlying EBIT £(10)m £56m
Underlying EBIT % (0.8)% 4.5%

*Includes 2,213k in-house customers.
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HIGHLIGHTS

Underlying EPS Underlying EBIT Underlying gross margin Profit after tax

8.5P £308™ 23.4* £9™

OUR BUSINESS

Own-brand hotels and resorts Aircraft Employees Customers

190 94 21,940 19™
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OUR BUSINESS BY SEGMENTS
Revenue Underlying EBIT* Employees**

—— £2,365™ —— 152 TP 8,824
£3,435™  mmm— £72 P97 6,381
— £1132" £124™ 191 3,199

— £],253™ = £(10)" 191 3,288

= United Kingdom = Continental Europe = Northern Europe ™ Airlines Germany

Group revenue of £7.812m includes £(373)m of internal revenue. *The term “underlying” refers to trading results that are ** All full time equivalent (includes 248 corporate employees).
adjusted for separately disclosed items that are significant
in understanding the ongoing results of the Group.
Separately disclosed items are included on the face of the
income statement and are detailed in Note 7 to the Group
financial statements.

*Underlying EBIT of £308m includes £(30)m of internal EBIT.

OVERVIEW

GOVERNANCE




OVERVIEW

CHAIRMAN'S STATEMENT

Thomas Cook ends 2016, its 175th
anniversary year, a much stronger,
more resilient business than a year
ago. Management'’s focus on executing
the strategy for growth has enabled

it successfully to manage through a
turbulent environment while at the
same time positioning the Group for
the future.

Against a backdrop of political turmoil and
terrorism, we have made good progress on
implementing the New Operating Model, our

plan to deliver sustainable, profitable growth.

However, it is the progress that Management
has made in changing the culture of the
business to embed a mindset of customer
centricity that is making the biggest impact.

Everything | see shows me that the renewed
focus on the customer has reinvigorated the
organisation. Colleagues are pulling together
to ensure they do all that they can to give
customers the best experience on the most
important weeks of their year. It is these
efforts to create lifelong advocates for

the Thomas Cook brand that will generate
the greatest value in the future.

»Everything | see shows me
that the renewed focus on the
customer has reinvigorated

the organisation.«

The progress the business has made

was recognised in the new Bl credit
rating assigned by Moody's in the spring.
Combined with the successful conclusion
of a programme to buy back £100 million
of bonds ahead of plan, this represents an
important step in our strategy to reduce
interest costs and build a more efficient
balance sheet.

Operationally, performance in the year
was mixed. Northern Europe delivered
record profits off a strong base, while the
UK continued its turnaround, achieving an
EBIT margin of 6.4 per cent, significantly up
on the prior year. Group EBIT was slightly
behind 2015, as market disruption had a
particular impact on our German Airline
and Belgian businesses.

Despite this backdrop, our resilient business
model enabled us to deliver a positive net
profit for the second consecutive year and
we have re-started our dividend programme
for the first time since 2011. This reflects the
Board's confidence in the strategy.

Moving onto the business of the Board,

we were delighted to welcome Lesley Knox
as a new Non-Executive Director in March.
Bringing a wealth of international and
strategic experience from her Board roles
at Centrica and SAB Miller, Lesley becomes
the fourth woman on our Board of nine.
We continue to look for ways to increase
female representation in positions of
leadership across the organisation.

It is a privilege to be a part of a company
with such a rich history. Thomas Cook
remains one of the best-known names

in the travel industry with more years’
experience of travel combined than any other
organisation and a brand to be proud of.
Peter Fankhauser and his team are building
on this legacy with a strategy that will set
the business on the path to sustainable
growth for many years to come.

On behalf of the Board, | would like to thank
every one of the Thomas Cook colleagues
across the business for their hard work
and the progress that they have made in
the past year. | would also like to thank

all of our Shareholders for their continued
support in this 175th anniversary year.

FRANK MEYSMAN
CHAIRMAN

22 November 2016
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STRATEGIC REPORT

OUR MARKETS TODAY

ECONOMIC ENVIRONMENT

According to OECD estimates, world GDP

is forecast to grow by 3.2 per cent in 2017.
The travel and tourism sector continues to
grow ahead of the global economy and is
expected to grow four per cent on average
annually over the next ten years, according
to industry forecasts.

Customers’ appetite for overseas travel is
returning to pre-recession levels, underpinned
by improving household finances and helped
by the lowest oil prices in more than a
decade. Over 2015, the UN World Tourism
Organisation reported that global international
tourist arrivals grew by 4.6 per cent to

reach 1.2 billion, with arrivals into European
countries recording growth at five per cent.
International tourist arrivals are expected

to grow 3.8 per cent per year between 2010
and 2020. Within the expanding leisure travel
sector, package travel is more popular now
than a decade ago and continues to grow.

Leisure travel is an industry heavily exposed
to geopolitical factors. Our business has been
affected by shocks in destination countries,
most notably in Turkey, where tourism

visitor numbers declined by 31 per cent over
the summer months compared with 2015.

International tourist arrivals (m)

Demand for holidays across North Africa
remains subdued: Tunisia remained closed to UK
tourist arrivals, as did Sharm el Sheikh airport
in Egypt, substantially affecting passenger
volume to other resorts in the country.

These geopolitical events have not stopped
customers wanting to go on holiday.

Much of what we see tells us that customers
value the security and peace of mind that
comes with travelling with a trusted package
tour operator. Despite repeated shocks in
2016, countries within Europe saw a three
per cent rise in international tourism arrivals
in the first six months of the year.

Within our source markets, the OECD
estimates that the Eurozone is forecast to
grow by 14 per cent, with our largest market
within it, Germany, just ahead at 1.5 per cent.
UK GDP is expected to rise by one per cent

in 2017, revised down following Brexit, while
Sweden, Denmark and Norway are forecast
at 2.8,1.8 and 1.3 per cent respectively. China,
the market for our joint venture with Fosun,
is due to grow 6.2 per cent over 2017.

POLITICAL AND REGULATORY
ENVIRONMENT

It is widely recognised that the tourism
industry is a highly regulated environment
within the European Union.

The UK's decision in June 2016 to exit the

EU brings regulatory changes which may
affect our business in different ways.

The negotiation process for Britain's exit

is expected to start in spring 2017 and we
are working with governments across our
markets and the EU institutions to make sure
travel remains as seamless as possible after
the exit is complete.

Where many of our competitors were more
vocal in campaigning during the referendum,
we see it as our role to manage the outcome
and make sure all of our customers have the
best possible access to holidays at the best
possible price, wherever they choose to go.

As the UK Government looks to make the

UK more competitive, we are making the
case for the part that travel can play.

The Government has announced a welcome
decision to expand at Heathrow Airport

and we will be looking to work with the
Government to develop an aviation policy
framework to ensure airports across the UK
can grow sustainably.

Number of visits abroad by UK residents (thousands)
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A cut to Air Passenger Duty would deliver a
more competitive UK. To this end we continue
to campaign for a significant cut to this
barrier to growth. The Scottish Government
has recognised the competitiveness
argument and has announced that they

will reduce APD by 50 per cent in 2018

with a view to abolishing it altogether.

We will continue to work with the Scottish
Government as they implement this change.

Across our markets, the process of
implementing the European Package Travel
Directive has begun, with proposals put
forward in key markets. The implementation
deadline is 1 January 2018, with full
compliance by 1 July.

THOMAS COOK GROUP PLC ANNUAL REPORT & ACCOUNTS 2016

The PTD represents a regulatory levelling of
the playing field for travel businesses, by
introducing a widened scope of protection for
customers. This means that operators who
only provide dynamically packaged or “click-
through” booking arrangements will face the
same regulatory burden that Thomas Cook
has faced as a package tour organiser.

The new linked travel arrangement introduced
in the Directive will offer further consumer
protections to holiday arrangements.
Regulators across Europe will be looking at
how precisely to implement this new approach.

The UK Government has confirmed it intends
to implement the Directive in full, despite the
UK exiting the EU. It has however allowed
itself space for further reform once the UK
has left the EU.

We are working with regulators across markets
to ensure the implementation of the Directive
works for Thomas Cook and its customers.

There has been no substantive progress

on reform to regulation 261 concerning air
passenger rights. We continue to make the
case for reform as the EU institutions work
to come to a resolution on key aspects of
the proposals. We have made significant
progress to reduce long delays in our airline
to mitigate impacts. Our priority is to ensure
clear and consistent consumer rights, while
avoiding a harmful burden to the industry
which may result in cost to the customer.

The EU's continued march to implement the
digital single market will affect how digital
business is carried out across borders

in Europe, by allowing customers to buy
online unaffected by national boundaries.
While still in early stages, we are working
with governments to prepare our business
to maximise the opportunities and mitigate
the challenges.

GOVERNANCE
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CHIEF EXECUTIVE'S

REVIEW

' WE'RE PROUD
TO OFFER ;
YOu A ROLIDAY
AT ITS BEST. u

QUALITY

We are passionate travel experts
and have been creating great
holiday memories since 1841.

We share customer reviews before
you book to help you choose the
perfect trip for you.

We listen and act on your
feedback. Our teams and the
partners we work with are always
looking to improve to make your
next holiday even better.

i

#

PETER FANKHAUSER
CHIEF EXECUTIVE OFFICER

»Customer at our heart is the
cornerstone of our strategy for
profitable growth. We know that
happy customers are more likely
to come back to Thomas Cook
for their next holiday and
recommend us to their friends.«

OUR
CUSTOMER
PROMISES

WE'RE WE'VE GOT
HERE TO EVERYTHING
HELP YOU AT COVERED.
ANY TIME. -

SERVICE

We'll be there whenever
you need us. Our teams are
available around the world, 24/7.

We are here to make you happy
PTE and we promise to put you at
ﬁ; _r(" the heart of everything we do.

Your holiday means the world
to us. We'd love to welcome
you again and are committed
to sending you home with
great memories of your holiday.

RELIABILITY

We care. You can trust us
to always be open and
honest with you.

We always give you all
the information you need
to make your time away

stress-free.

Your money's safe
when booking with us.
We're ATOL protected
for peace of mind.




2016 has presented considerable
challenges to Thomas Cook with

repeated disruption in both our source
and destination markets. The actions that
we took to shift our holiday programme
into the Western Mediterranean helped
us mitigate the impact of the decline in
demand for Turkey, maintaining revenue
and delivering underlying operating profit
of £308 million, marginally down on the
prior year.

Looking beneath the headlines, this has
also been a year of considerable strategic
progress. | believe Thomas Cook ends 2016
a very different business compared with
the same time 12 months ago.

Underpinning that progress has been a
fundamental change in our approach to
customers. 175 years after our founder
invented package travel with a 12-mile train
journey from Loughborough to Leicester,
we have reinvigorated his core belief: to
ensure that we put our customer first in
everything that we do.

We learned the hard way what happens
when we don't focus on what's best for
our customers and | am proud of the way in
which each and every one of our people in
the past year has embraced the challenge -
in spite of the tough market environment.

CUSTOMER AT OUR HEART

Customer at our heart is the cornerstone
of our strategy for profitable growth.

We know that happy customers are more
likely to come back to Thomas Cook for
their next holiday - and to recommend

us to their friends. Unlocking the value
from that increased customer loyalty and
recommendation will secure a sustainable
future for our business.

THOMAS COOK GROUP PLC ANNUAL REPORT & ACCOUNTS 2016

To reflect the importance of customer
satisfaction to the health of our business,
this year we introduced for the first time

the Net Promoter Score - or NPS - as one

of the core metrics of performance across
the Group. It is early days but | am delighted
that we have reported a total increase of

six points for summer ‘16, reflecting progress
in every one of our source markets.

SERVICE

Key to the improvement in NPS has been the
launch of our 24-hour satisfaction promise in
1,600 of our most popular hotels this summer.
By making sure customers are happy at

the start of their holiday, we have more
opportunity to make sure they have the best
experience of Thomas Cook, leading to higher
customer satisfaction. It's already been a big
success with customers and net promoter
scores in participating hotels are 9 points
higher than in the rest of the portfolio.

Other initiatives we've launched in the past
year to improve our service to customers
include the introduction of comprehensive
new training for all our customer service and
in-resort staff. We've also introduced a new
target to resolve the majority of customer
issues while on holiday rather than after a
customer has returned home, reflecting our
focus to be there in destination so more of
our customers go home happy.

QUALITY

In parallel to our work on service, we've
taken huge strides to strengthen the quality
of our offering, taking hotels that don't meet
our standards out of the portfolio. A great
example of our commitment to quality is our
new Sunny Heart Academy of Excellence,
which draws on external experts in areas
like food hygiene and housekeeping to create
tailor-made support for hotel partners - with
impressive results.

RELIABILITY

Of course, we know that in these uncertain
times, customers value the security and
protection that they get from travelling with
the most experienced operator in the travel
industry. It's a role we take very seriously,
now more than ever. | am proud of the way in
which our people have worked tirelessly to
support our customers in times of crisis over
the past 12 months. That reliability and trust
is a key differentiator for our business.

CONTACT

In a market where customer behaviour is
continually evolving, putting our customers
at the heart of the business also means
ensuring that we're building direct contact
with customers, whenever and wherever
they want us.

We are developing rich web content

and improving customer relationship
management so we're better able to stay
in contact with our customers and build
lifelong relationships. These direct personal
engagements help us to understand our
customers better so that we can offer
more personalised holidays which drive
loyalty and keep customers coming back
to Thomas Cook.

We've made good progress in the year,
delivering a step change in our web
performance with online sales in the UK and
Germany up 9 and 13 per cent respectively.
A recent survey, conducted by eDigital
Research, ranked Thomas Cook number

one tour operator website in the UK and
among the top three mobile websites -
demonstrating how far we have come.

GOVERNANCE
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CHIEF EXECUTIVE’S REVIEW CONTINUED

OUR FOCUS

That absolute focus on the customer shapes
our approach in all that we do, as we seek to
differentiate our brand in a crowded market.

First and foremost this is about providing
customers with unique holidays that
they can only get from Thomas Cook.

The development of a strong portfolio

of own-brand hotels is fundamental to
our strategy. It enables us to provide

a consistent, high-quality, exclusive
experience - and to capture more margin.
To achieve this we are building a hotel
management division which franchises
and manages our own-brand hotels.

The successful launch in May of our first
Casa Cook in Rhodes shows the scale of
the opportunity. A design-led hotel aimed

at independent travellers, Casa Cook has
widened our appeal with 90 per cent of its
customers this summer new to Thomas
Cook. I look forward to the opening of two
new Casa Cooks in the next two years
alongside a new Sunwing Ocean Beach Club,
one of our hugely successful family brands.

Accompanying our own-brand hotels,

we are increasingly focusing sales on a
streamlined portfolio of selected high-quality
partner hotels where we can have a greater
influence on quality and service. Our plan is
to have a portfolio of 2,900 hotels by 2019,
sharing those hotels more effectively across
our source markets for higher returns.

A big part of our commitment to quality in
these properties is the promise we make
to our customers on health and safety.
Following a review of all our policies and
procedures this year, we agreed to double
our spend on health and safety by summer
2017 including the introduction of annual
physical audits across every hotel in this
core portfolio.

We know we have more to do in this area.

As well as the actions that we are taking
ourselves as a business, we are supporting
the Safer Tourism Foundation which we have
set up with Sharon Wood, the mother of
Bobbi and Christi Shepherd.

Elsewhere, our airlines businesses had a
difficult year as a result of the decline in
demand to Turkey and overcapacity in the
short and medium haul market. However,
the team has continued to strengthen our
offering in the leisure market, delivering a
four point increase in NPS and a 21 per cent
increase in long haul bookings for summer
2016, thanks to the launch of new routes
such as Manchester to Los Angeles and
Frankfurt to Austin.

ADDED-VALUE SERVICES

To supplement the value that we create in
our holidays, we are widening the choice of
additional travel-related services available to
our customers, including seat sales, meals
on board, transfers and excursions in resort.
These give customers more opportunity to
personalise their holiday. In the past year,
we have increased sales of these ancillary
products by nine per cent. Looking ahead,
it's clear to me that we have an opportunity
to offer new holiday-related products and
services to customers who value the trust
and heritage that comes with our brand.

PARTNERSHIPS

Outside of our focus on offering holidays
unique to Thomas Cook, we will continue to
seek new opportunities where they make
sense through strategic partnerships.

To widen the choice to customers, this year
we agreed a new hotel sourcing agreement
with Webjet. Under the terms of the
agreement, Webjet will contract the majority
of our so-called “complementary” sun

and beach hotels - those hotels which sit
outside of our core portfolio - helping us to
deliver significant economies of scale while
we focus on the holiday experience in our
own-brand and partner hotels. Webjet has
also committed to managing an improved
health and safety audit process which
ensures greater certainty and consistency
across our customer offering.

In addition, this year saw the full launch

of Thomas Cook China, our joint venture in
partnership with Fosun. By combining our
experience in travel and 175-year brand with

Fosun's fantastic local knowledge, we believe

we can drive growth by offering something

different in this exciting and dynamic market.

EFFICIENCIES AND
STREAMLINING

Underpinning all that we do is a rigorous
focus on operational efficiencies, removing
duplication and simplifying our organisational
structure. This year we've strengthened our
matrix structure by integrating functions

like finance, digital and marketing across

the Group. We've also launched a major
efficiencies programme in Continental Europe
with the aim of becoming more agile and
reducing operating costs from next year.

CONCLUSION

2016 has presented many challenges, but
| believe we have come out of it a stronger,
more resilient business.

Of course, none of what we have achieved
would have been possible without the hard
work and commitment of our thousands of
colleagues across the globe. Time and again,
| have witnessed the way they work
tirelessly for our customers. | am proud of
the way they have taken “Customer at our
Heart” to their hearts. What they have
achieved already is remarkable. Packaged
travel has come a long way in the 175 years
since that first train journey from
Loughborough to Leicester. We must
continue to innovate and change, offering
holidays that inspire and delight our
customers. Our progress in the last

12 months gives me the confidence that we
are doing all the right things to position us
for many years to come, to the benefit of our
customers, our people and our Shareholders.

PETER FANKHAUSER
CHIEF EXECUTIVE OFFICER

22 November 2016
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STRATEGIC REPORT

CUSTOMER AT

OUR HEART

18 months ago we launched a pledge to put

our customer back at the heart of everything

that we do. We recognised that in the past
we had drifted too far from this simple but
critical principle. Our aim is to ensure we do
all that we can to give our customers great
holidays which inspire them to come back
to Thomas Cook and to recommend us to
their friends.

The mantra of ‘Customer at our Heart’
sits firmly at the centre of our strategy
for sustainable growth and has been a
powerful catalyst for change across the
business over the past year.

CARE

To demonstrate our commitment and

make our strategy real for the business,
this autumn we launched three customer
promises: Quality, Service and Reliability.
Developed with our customers based on
what is important to them, these new
promises are integral to the way we
operate, both in our source markets and in
destination. Customers will find them in our
brochures and on our websites. But they
also shape everything we do as a business.
From next year, all 22,000 of our people will
have their performance measured against
new company values that are linked to these
three promises, giving every one of them

a clear mandate to delight our customers
wherever they work in the business.

Recognising the importance of customer
satisfaction to the long-term success

of Thomas Cook, we have adopted the
Net Promoter Score (NPS) for the first
time this year. As one of the key metrics
of business performance, NPS holds us
accountable and ensures that we are
providing customers with the level of
quality they expect from us. It is already
transforming the way we operate.

Progress in this first year has been strong:
our overall Group NPS measure was up six
points in summer 2016, while over the year,
own-brand hotels and resorts were up
seven points and Group Airlines increased
by four points.

The launch of our 24 Hour Satisfaction
Promise in 1,600 hotels this summer
represented a step-change in our approach
to customers. The promise is a commitment
to the quality and reliability of our hotels and
service, and has helped to improve customer
satisfaction in the hotels where we operate
it. Our teams make contact with customers
when they arrive and commit to resolve

any issues within 24 hours. If they are not
happy with the resolution, we offer to fly
them home with a full refund, or give holiday
vouchers worth 25 per cent of the value

of their holiday. By doing this, we're able to
help more customers in resort and make
sure more people go home happy. It's been

a big success, and we have plans to roll out
the 24 Hour Satisfaction Promise so that it
covers 80 per cent of customers staying in
our own-brand and partner hotels next year.

This promise is supported by a commitment
by 2018 to resolve 80 per cent of all
complaints in resort, rather than after

a customer has returned from holiday.
Having started 2016 at just 20 per cent

of complaints handled in resort across

the Group, we'd improved this number to

40 per cent by the end of the summer.

To help achieve our target, we've introduced
improved training for all reps, so that they
are better equipped to resolve issues on
the spot.

For more complex issues, we've put the
tools and training in place to empower
our customer care teams back home to
make decisions in the best interests of
our customers. In the UK, for example, the
customer relations teams have cut the
average time to resolve a complaint by

72 per cent to 13 days, already under the
target objective of 14 days.

The disruption to the market over the past
12-18 months has made clear the value that
customers put on the peace of mind that
comes with traveling with a packaged tour
operator. We continue to make improvements
to our health, safety and crisis response,
ensuring customer have easy access to up to
date information on wider issues impacting
their travel. We have also invested further

in our welfare team, led by a Group Head of
Customer Welfare reporting directly to the
CEO to best put customer welfare at the
heart of the business.

24 HOURS PROMISE



CONTACT

We know that making ourselves directly
accessible to customers, however they
choose to interact with us, be that online, in
store, by phone or in resort, is integral to our
success. Our objective therefore is to develop
those customer relationships by making their
contact with us as seamless as possible.

By developing direct access to customers
through the channel of their choice, we can
build strong relationships, drive loyalty and
increase sales of tailor-made services which
add value to our customers’ holiday experience.

One way in which we can stay closer to our
customers during their holiday experience
is via our Companion Apps. Launched so

far in the UK, German and Nordic markets,
these apps allow customers to manage
their bookings, view information about
their holiday, and add ancillaries and
excursions, using their smartphones.

THOMAS COOK GROUP PLC ANNUAL REPORT & ACCOUNTS 2016

So far they have amassed 1.3 million
downloads between them, and are
accounting for a growing revenue stream
of bookings and ancillary income.

A key measure of direct customer access

is controlled distribution, which indicates
how much of our sales are through our own
channels rather than through third-party
agents. In 2016, we improved controlled
distribution by one percentage point, from
66 per cent to 67 per cent.

Our online performance in the UK and
Central Europe continues to make strong
progress, with web revenue up by nine
per cent and 13 per cent respectively in
2016. Our improved online performance
in the UK was driven by improvements in
functionality, user interface, speed and
search across desktop and mobile sites.

A survey by eDigital research ranked
our UK site as number one among tour
operators and among the top three best
mobile websites.

While a growing number of customers use
our digital channels, our network of stores
across the UK remain important in attracting,
inspiring and engaging our customers. In 2016
we announced a refocus of our network

of stores into two formats; larger format
‘Discovery’ stores in high footfall areas, and
‘Neighbourhood" stores which maintain our
reach. Both formats are based around the
core strength of local, knowledgeable teams
offering high-levels of personalised service

in a comfortable environment. We continually
review our store network to ensure we

have the right stores where our customers
need them.

GOVERNANCE
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PROGRESS AGAINST STRATEGY

OWN-BRAND HOTELS
AND RESORTS

Our own-brand hotels and resorts
are key to our growth strategy.

They give us a higher degree of control

and management over customers’ holiday
experience, ensuring we provide a
consistency of high quality and service which
reflects the best of Thomas Cook, while
generating better returns for the business.

To achieve this we are transforming our
Hotels and Resorts division into a hotel
management company. This sits at the heart
of our holiday offering.

Our target is to share more own-brand
hotels across source markets and increase
occupancy so more hotels become exclusive
to Thomas Cook. As branded hotel revenue
increases as a proportion of Group revenue
we will generate better margins and a better
customer experience.

L

OUR PROGRESS IN 2016

Our focus in the past year has been

on strengthening our own-brand hotel
offering; actively managing our portfolio for
quality using the Net Promoter Score (NPS)
and feedback from our Quality Academy.

We ended 2016 with 190 own-brand hotels,
taking out 16 underperforming hotels

which did not meet the standards we set.
Reflecting the importance of the division, we
appointed a dedicated leadership team for
Hotels and Resorts to put in place a pipeline
of hotels for the future. Over the next two
years we're opening at least 14 more own-
brand hotels to build our portfolio.

The launch of our newest hotel brand - Casa
Cook - this May in Rhodes was a significant
development. We also opened a new Ocean
Beach Club - part of our family concept,
Sunwing - in Gran Canaria (see case study
opposite). These hotel brands, with a focus
on design, food and lifestyle, are examples of
the way we are adapting to extend our reach

SUNPRIME
HOTELS

+14pts

NPS measure
2016: 68,8 2015: 551

+4pts
NPS measure
2016: 53,5 2015: 499

+8pts
NPS measure
2016: 50,5 2015: 42.8

Y
SunConne
RESORTS

+2pts
NPS measure
2016: 314 2015: 29.8

~,
+/pts

NPS measure
2016:19.4 2015: 12,9

NEW!

NPS measure
2016: 691

and attract a new generation of customers
to Thomas Cook. Our aim is to open a further
two Casa Cook hotels in the next two years
and a new Sunwing Ocean Beach Club

in Cyprus.

We increased sales of holidays to our
own-brand hotels by 18 per cent year-on-
year (excluding holidays to Turkey, Egypt
and Tunisia, where volumes fell due to
geopolitical disruption).

Crucially, the progress that we've made in
2016 is reflected in our customer feedback.
Across our own-brand hotels, NPS is

seven points higher than 2015. Against last
summer's NPS measure, Sentido is up

eight points, Smartline is up seven points,
SunConnect up two points and our Sunprime
and Sunwing hotels up fourteen and four
points respectively.
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CASE STUDY

PETER GRANDELL
DIRECTOR OF OPERATIONS &
PRODUCT, HOTELS & RESORTS

Our Ocean Beach Club (0BC) hotel concept
is an extension of our family-focused
own-brand hotel, Sunwing. We discovered
from customer feedback and research that
there was an appetite for something more
exclusive. So we created OBC as a way to
bring luxury for the modern family.

We opened our second OBC in Gran Canaria
in December 2015. The hotel provides all

the quality basics our customers expect,

as well as something special - the sort of
small touches that aren't necessarily found
in normal hotels. This includes tasteful
apartments, many with their own pool
access, great workout facilities, a kid's club,
plus plenty for older children to do.

O.B.C.

OCEAN BEACH CLUB
BY SUNWING

The hotel is full of clean design elements and
it's quiet with lots of space. It's luxury, but
the sort of luxury that comes with comfort
at an affordable price.

We also follow the latest trends in food and
beverage, using locally-sourced ingredients
and offering more specialist menus, on top
of the quality traditional options customers
expect. There's a focus on health and
wellbeing that sits at the very heart of

the concept.

As an own-brand hotel, 0BC is exclusive to
Thomas Cook. Initially it was only available
through our Nordic tour operator but from
next year it will also be available to British
and German customers.

The big surprise for us since opening

0BC Gran Canaria was that 55 per cent of
customers hadn't actually travelled with

us for over two years. Having thought we'd
just see repeat bookings from Sunwing
customers, this was really unexpected.
We're very proud that the hotel is extending

our appeal, but not totally surprised. I believe FSE

that OBC delivers a level of quality family
hotel that you just can't get anywhere else.

13
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PROGRESS AGAINST STRATEGY

OUR HOLIDAY OFFERING

Our holiday offering, with our own-brand
hotels and resorts at the heart, is focused
on a defined portfolio of hotels chosen on
the basis of quality and high standards.

We know we are able to have a greater
influence over the customer experience in
these hotels, differentiating the Thomas
Cook holiday from competitors and growing
customer loyalty and recommendations.

At the same time, holidays to these properties
deliver higher than average selling prices

and margin.

We also recognise the role that our airline
plays in our customers’ holidays and

we continue to enhance the customer
flight experience on their journeys with

us. We are building out the choice of
destinations, particularly in long haul, as
we seek to profitably grow seat-only sales.

PROGRESS IN 2016

In 2016 we reduced the number of partner
hotels in our core portfolio by 285 to 3,518 at
year end, reflecting good progress towards
our target of 2,900 by 2019.

Sales of holidays to own-brand and partner
hotels increased by eight per cent (excluding
holidays to Turkey, Egypt and Tunisia, where
volumes fell due to geopolitical disruption),
compared to the previous year, reflecting
continuing strong demand for these higher
margin holidays.

In summer 2016, 37 per cent of our hotels
were being sold across more than one of
our business segments, compared with just
7 per cent two years ago. As we continue to
improve group-wide destination planning,
we expect to make further progress in this
area in 2017.

As part of a unique care package that helps
differentiate our holiday offering from the
competition, all own-brand and partner
hotels operate enhanced checks on health
and safety. From next year, this core portfolio
will be audited annually and we are working
with Capita to bring them all in line with UK
gas safety standards. We also committed to
increase our investment in health and safety
with a doubling in spend, and expanded our
internal resource by 50 per cent.

OWN-BRAND

5767

489°;

This unique care package also includes our
24 Hour Satisfaction Promise - see opposite
for details.

We continue to improve internal standards
and rolled out a new training programme
to all 1.300 in-destination staff to increase
awareness of health and safety.

Airlines

In a difficult market, we achieved success
with the expansion of our successful long
haul offer. We launched 10 new long haul
routes in the year, including Manchester

to Los Angeles and Frankfurt to Austin,
and announced new routes for 2016/2017
including London to Cape Town and Munich
to Barbados.

The work we've done to refresh the fleet

and improve the customer experience

has delivered significant improvements in
customer satisfaction with NPS across our
airlines up four points in the year. We also
made a number of operational improvements,
including reducing the number of customers
impacted by long delays by 34 per cent.

OWN-BRAND AND PARTNER

3,577

3,302%;

*Excluding holidays to Turkey, Egypt and Tunisia, where volumes fell due to geopolitical disruption.
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CASE STUDY

SARAH WIEDEMANN
PROJECT MANAGER FOR THE 24 HOUR
SATISFACTION PROMISE

The 24 Hour Satisfaction Promise has
made a big impact this season. For our
customers it’s a commitment from us to
solve any potential issues in a specific
timeframe, making sure they can get
back to having the carefree holiday they
deserve. It also really motivates our
reps who know we need to be quick and
creative to resolve any issues within

24 hours.

The promise is helping us gain customer
trust and deliver on our customer promises.
We're also building strong relationships
between reps and hoteliers who.are
collaborating with us to solve problems

on time. We've had great feedback this
season on the progress we're making with
complaints handling and problem solving.

24 Hour

The most common issues invalve mistakes
in the room allocation, such as the wrong
room type. Sometimes there are issues with
the descriptions in our brochures not fully
matching the hotel, but we put in lot of work
before the 2016 season to make sure we're
getting much better at that.

The project team are constantly reviewing
our customer satisfaction surveys to
identify issues. They work with our quality
department so that we're really collaborating
across teams and with the hotels as we try
to make things even better.

24 HOURS PROMISE

We need to.live and work with the promise.

It's already started to feel like business as
usual. Our reps are coming up with new
solutions to problems and they have the
tools to make things as straightforward as
possible. Our new issues logging system
means we can record our performance

as a team and measure how our reps
solve customer problems, and how happy
our customers are with the way we're
helping them.

Next year, we're going to have more hotels
and source markets with the 24 hour
promise and I'm 100% sure this means our
guests' satisfaction will increase.
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PROGRESS AGAINST STRATEGY

ADDED-VALUE SERVICES AND
STRATEGIC PARTNERSHIPS

As part of our strategy to offer
customers a more personalised holiday
experience, we are increasing our offer
of relevant added-value services.

These include travel and booking insurance,
airline meals and seat selection, extra
luggage, private transfers, room upgrades,
excursions and entertainment while

in destination.

We also strike strategic partnerships where
we can leverage the strength of our brand,
both to enable us to widen our offering to
customers in a more efficient way, and to tap
into new markets.

Our joint venture (JV) with Fosun to create
Thomas Cook China gives us access to a
growing leisure market. Aided by strong

local knowledge, we believe we have the
opportunity to develop the JV into a profitable
source market for leisure customers.

PROGRESS IN 2016
Services

We have continued to roll out services

to customers across the Group which

allow them to personalise the holiday
experience. This builds upon the success
that our Northern Europe business has

had by providing a greater level of flexibility
in the packages that it offers customers.
Where we offer this flexibility, such as a
five-day meal package at an all-inclusive
resort or allowing opt-in for transfers where
our guests prefer to take a taxi, the response
from our customers has been very positive.
This approach allows us to offer a lower
starting price for our holidays and to better
compete with the de-packaged holiday
market, while achieving a greater take-up
of the value added services which give our
customers a tailor-made holiday experience.

This ancillaries programme has delivered
£12 million of benefits for FY16 across the
Group. See case study opposite for more
of this work.

Partnerships

To enable us to continue to offer a wide
choice of holidays to customers while
keeping our focus on our core offering, in
autumn we agreed a strategic partnership
with global online hotel provider Webjet.

The agreement means that the responsibility
for the majority of this wider group of hotels
is outsourced, reducing our cost and helping
us to focus on growing volume into our

core hotels. It also brings a higher degree of
consistency as Webjet will take responsibility
for managing an improved health and safety
audit process.

In September, we launched Thomas Cook
China to tap into the growing Chinese travel
market, as Chinese consumers start to move
away from traditional group tours towards
more premium, personalised experiences.
Through its website, Thomascook.com.cn,
Thomas Cook China has launched 90 holiday
packages across more than 40 destinations
including South East Asia, Europe and the
Americas. The joint venture will collaborate
with the Thomas Cook Group in our markets
across Europe to promote China as a
destination for global leisure and corporate
customers. This includes tailor-made tours
and new and innovative travel routes for
leisure travellers, as well as catering for the
growing meetings, incentives, conferences
and events market.
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CASE STUDY

Sales of value-add
holiday extras

@

f

CHRISTIAN FUNK
GROUP ANCILLARY DIRECTOR

S - pY

Over 2016 we have widened the choice Particular progress has been made with This work has helped to achieve a nine

of additional services available for tour allocated seats, extra luggage and in-flight per cent increase in ancillary sales to tour

operator customers travelling on our own meals. In January we introduced aircraft operator customers across the Group.

airline. By offering a range of optional seat maps within the booking process for Most importantly, our customers are able )
extras, customers can tailor their journey our Northern European customers, allowing  to have more control over their holiday to =
and take advantage of upgrades available them to purchase their preferred seats suit their own preferences, and enjoy a Z
while opting out of services that do not online. This successful launch was adapted personalised, tailor-made experience. S
suit their preferences, making sure they’re  in Germany so that all booking agents - 8

only paying for what is important to them third-party and Thomas Cook - had seat

and their family. booking available. We will have an online
seat map available in most markets by
early 2017.

Following last year's work in the Netherlands
to give customers the choice to take cabin
bags only, Belgium has now followed

suit. For meal plans, Condor now allows
customers to choose whether to eat

on board, only paying for meals if they

want them.
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PROGRESS AGAINST STRATEGY

EFFICIENCIES AND
STREAMLINED STRUCTURE

Underpinning everything we do is
a rigorous focus on costs, as we
continue to build a more efficient
and effective business.

By optimising our Group structure we can
bring the wealth of expertise and best
practice which exists in Thomas Cook to bear
across the Group while reducing duplication
and unnecessary cost.

The Group is working to embed a matrix
structure where horizontal Group functions
interact with vertical source market
businesses, helping to reduce complexity
and duplication, while improving the way we
share best practice across the Group.

OUR PROGRESS IN 2016

We made significant progress in the past

12 months in breaking down the silos
between individual markets and establishing
strong horizontal functions. Key to this

was the creation of a new combined Group
Digital and Marketing function. This reflects
changing consumer habits and allows us to
further develop our use of digital and social
media to better target potential and existing
customers throughout the year.

We have also appointed a Chief of Source
Markets, responsible for aligning the activity
through the key source markets of the UK,
Continental Europe, Northern Europe and the
Western Region and Russia, with the Digital
and Marketing, Hotels and Resorts, and
Commercial Products functions.

In addition, we have also appointed a
dedicated Chief of Hotels and Resorts who is
charged with developing the next phase of
the Hotels and Resorts business, reflecting
its importance to our strategy.

Through the matrix we have reduced costs
in IT by harmonising platforms across the
Group while implementing initiatives which
have led to better service and better delivery
of projects.

98%

FY18 targets for efficiencies
achieved in 2016

Group Airlines has also made progress
harmonising suppliers in various categories
including catering, ground handling and
Group maintenance. It has also rolled out the
Group wide integrated commercial system
Altea which will show benefits in 2017.

All this has helped deliver efficiencies
across the Group. In the UK, particular
progress has been made through changes
to IT infrastructure, finance transformation
and retail savings. Central Europe achieved
savings through marketing efficiency and
local IT initiatives, as well as cost reductions
in our retail brands. The success of this and
other work on efficiencies has seen 98 per
cent of FY18 targets for cost reductions
achieved in 2016.
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CASE STUDY

Achieving efficiencies in
Continental Europe

STEFANIE BERK
MD CENTRAL EUROPE

As part of our strategy to reduce
organisational complexity and remove
duplication, we've been working on how
we combine our businesses in Germany,
Belgium and the Netherlands. This is
where we have the biggest potential

for efficiencies.

Although teams within these source
markets work on the same systems, the
way they use them has been very different.
Our main objective is to standardise our
ways of working and make things simpler.

We started off by analysing and reviewing
all ongoing projects within the three
markets. By March, we'd created an
integrated view for Continental Europe.
Our aim was to create a single view of
our target picture - we needed to know
what success looked like.

When complete, we will have a reorganised,
efficient structure which operates as one
business. Key elements include establishing
product hubs for short and medium haul
holidays to our own-brand and partner
hotels in Germany and Belgium and one long
haul hub. This is supported by one hub for
holidays outside our core portfolio of hotels,
reflecting our new relationship with Webjet.

This will be accompanied by a centralised
set-up for brochure production and unified
back office functions like Finance and IT.

We're delivering benefits as planned, and
expect to see benefits come through in FY17
and FY18 as projected as we take advantage
of the changes to work as one across the
whole of Continental Europe.
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OUR CUSTOMER-FOCUSED
BUSINESS MODEL

THECUSTOMERJOURNEY




2

CUSTOMER AT OUR HEART

“Customer at our heart” is the key to
how we create value in our business.

By ensuring that our customers have
great holidays every time, we can unlock
the value of increased customer loyalty
and recommendations, thus securing a
sustainable future for our business.

OUR CHANNELS

Putting the customer at the heart of our
business also means building direct contact
with customers, whenever and wherever
they want to interact with us. This includes
developing our websites to offer a better
online experience, as well as maintaining

a network of profitable stores to attract,
inspire and engage our customers. The power
of the best known brand in travel, and the
customer insight we have built up over the
years underpins every customer contact.

2

IN-DESTINATION SERVICES AND
CUSTOMER RELATIONS

Our customer teams are integral to our
business and holiday experience that we
give our customers. We believe that the
strength of the relationship they build with
the customer is what sets us apartin a
crowded market. Customer Relations and
In-Destination Services - our teams on

the ground in resort - build and maintain
relationships so that our customers enjoy
the best of Thomas Cook.
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OUR HOLIDAY OFFERING

It is through our holiday offering that we
generate, preserve and capture value.

We focus our holiday offering on our own-
brand hotels and resorts, and a defined
portfolio of selected partner hotels.

By concentrating on a streamlined portfolio of
hotels, we are able to have a greater influence
on the customer experience, driving better
customer loyalty and recommendations

while delivering higher margins.

L,

OUR AIRLINES

We recognise that the flight to and from the
destination is an integral part of the holiday
experience. Control of our own airline gives
us influence over the on-board experience
and enables us to create value through sale
of additional in-flight services. The sale of
seat-only airline tickets maximises revenue
from the assets that we control.

2

ADDED-VALUE SERVICES

To supplement the value that we create
through our holidays, we offer a choice of
additional travel-related services to our
customers, including airline seat sales, meals
on board, transfers and excursions in resort.
Sales of these services give customers

the opportunity to personalise the holiday
experience and create additional returns

for the business.

2

STRATEGIC PARTNERSHIPS

We will enter into strategic partnerships
where we have the opportunity to leverage
the trust and heritage of our 175-year-old
brand in order to tap into new markets or
widen our offer to customers. We also hold
relationships with third party agents and
distributors which offer us access to a
wider market.

2

OUR PARTNER AIRLINES

We partner with other airlines to maximise
the choice for our customers, and increase
flexibility and capacity in our operations.
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KEY PERFORMANCE INDICATORS

MEASURING PROGRESS AGAINST

STRATEGIC OBJECTIVES

FINANCIAL
Underlying EBIT (£m) and EBIT margin (%)" Basic EPS Net Debt £m"
3.9% 43% 3.9%
— =7 0.8p
349
24% 308 128 129
204
315
426
2013 2014 2015 2016 2013 2014 2015 2016 2013 2014 2015 2016
Definition Definition Definition

Underlying EBIT provides a measure of the underlying
operating performance of the Group and growth in
profitability of the operations. EBIT margin measures
the underlying EBIT generated as a proportion of
sales. We target improving these metrics across all
our businesses,

2016 performance

Group underlying EBIT of £308m and underlying
EBIT margin of 3.9% achieved in spite of significant
disruption in some of our key source and
destination markets.

(i) Figures have been restated on a like-for-like basis.

Basic earnings per share (EPS) represents profit
for the year attributable to equity Shareholders.
This metric provides a measure of Shareholder
return that is comparable over time. We are
targeting a positive and improving EPS.

2016 performance

Net profit attributable to equity Shareholders
decreased by £11 million to £12 million. The number
of shares increased by 44 million. As a result
basic earnings per share was 0.8 pence, a decrease
of 0.8 pence on FY15.

NON-FINANCIAL

Net debt is a measure of how the Group is
managing our balance sheet and capital structure.
A strong balance sheet is essential to withstand
external market shocks and seize opportunities.
Accordingly, reducing net debt and as well as the
cost of the debt is a priority for the Group.

2016 performance

Net debt increased from £128 million to £129 million
due to free cash flow generation of £56 million offset
by translation impact of £57 million due to the majority
of the Group’s bonds being denominated in Euros.

(i) Net debt has been restated to include hedging on borrowings

NPS

Employee Satisfaction Score (Core-Index)

37

2015

A

64 6|8

2016 2013 2014

72 74
2015 2016

Definition

Definition

Net Promoter Score (NPS) is an index that measures
the willingness of our customers to recommend our
products and services to others. We use this as an
indicator across the whole Group of our customers’
overall loyalty and satisfaction in relation to our flights,
our hotels and the holiday experience overall.

We are targeting NPS increases in all of our source
markets and our branded hotels.

2016 performance

Year-on-year the Group achieved a 4 point increase

in NPS, with improvements seen in every one of our
source markets and our branded hotels. Over the
summer, NPS increased by 6 points resulting from a
number of our customer experience programmes being
implemented for the summer season.

Our employee engagement is measured through an annual
Group-wide survey which is anonymous and run by a

third party. Satisfaction is measured across a “core-index’,
consisting of four main areas including engagement,
leadership, strategy & objectives and organisational
capabilities. This is externally benchmarked across

the Travel & Leisure industry. Our target is an increase

in the core-index score year on year.

2016 performance

During 2016 we saw another increase in our core-index score,

from 72% to 74%. The largest area of increase was seen in
engagement, and in particular, greater commitment to the
organisation with 76% of our employees being proud to work
for Thomas Cook, compared to 68% last year. We also saw
an increase in our people’s belief and support in the Group’s
future direction, with an increase from 62% to 69% in 2016.
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OUR PEOPLE

Achieving our strategy of being a truly
customer-centric organisation is only
possible with high engagement and
commitment from our people, and their
belief in what we do and how we intend

to achieve it. We are delighted to have
delivered significant improvement in
these areas across the Thomas Cook
Group in our annual employee engagement
survey, “Every Voice” this year.

CULTURE AND WAYS
OF WORKING

We have embedded the new matrix
operational structure across the Group
over the past year, introducing new ways
of working as horizontal functions such
as IT, Finance and Digital and Marketing
interact with the source markets, building
on the success of this work in our Group
Airlines and Scandinavian businesses.

In implementing this change, we recruited
more than 80 per cent of new and vacant
roles from existing talent pools within
the business.

EMPLOYEE ENGAGEMENT

The fourth annual Group-wide employee
engagement survey ‘Every Voice” provides
our people with the opportunity to provide
detailed feedback about how they feel
across a number of areas such as clarity on
the Company’s direction; their views on our
strategy: their confidence in their manager
and the leadership; our culture; and how they
feel about working for Thomas Cook.

Each year, we have seen an increase in our
results, and this year has been no exception.
Our “Core Index", the formula for high
performing organisations, achieved a 74 per
cent favourable rating overall, compared
with 72 per cent last year. Most importantly,
we saw a significant increase in employee
engagement, achieving 76 per cent against a
score last year of 72 per cent and in employee
commitment to the organisation, which
increased from 64 per cent to 70 per cent.

We saw further growth in participation
rates to 78 per cent. We attribute this high
level of response to the tangible actions
we take each year in response to the
feedback, actions that we communicate
and by linking to the feedback we receive.

e

Nearly 10,000 open comments were received
in this year's survey and have been shared
with specific feedback for Peter Fankhauser
and the leadership team.

We are particularly pleased that the
questions which saw the biggest increases
this year relate to pride in the organisation,
recommendation as a great place to

work, and strong belief in the direction

and strategy relating to our customers

and products.

Results from the survey are shared with
each team, so they can build detailed
action plans, culminating in one overall plan
for the Group. Action plans are reviewed
closely three times each year by the Group
Management Committee (GMC) to check
progress and maintain momentum.

STRENGTHENING TALENT

We reviewed our key talent and
succession plans for all members of the
GMC and the Thomas Cook Leadership
Council (TCLC) to strengthen our
organisational health and sustainability.

23
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OUR PEOPLE CONTINUED

We welcomed eight new members to the
GMC, five of which were promoted internally,
and three from external organisations,
further strengthening specific areas of
expertise and improving our ability to deliver
our strategy for profitable growth.

Our Navigator programme, a Group-wide
emerging talent programme, successfully
concluded in February 2016, with 18 leaders
presenting their ideas for business growth
to our GMC. Two further Navigator talent
programmes have commenced in 2016, one
dedicated for our Group Airlines businesses,
and one across the Group, with rigorous
selection criteria applied to ensure we focus
on those with highest potential.

We created and implemented two graduate
programmes in 2016, one in our Group
Airlines businesses, for four graduates

and a programme for six graduates in our
UK business, targeted at Commercial and
Marketing areas. Attracting some of the
highest calibre graduates, both programmes
are designed to deliver future leaders, giving
them unique insight into our business, so
they are well placed to lead functions within
three to five years.

REWARDING PERFORMANCE

Adopting a set of strategic objectives to
align operational activity to the delivery

of our business strategy has driven an
increased commonality of purpose across
our Leadership team this year. Pay for
performance remains a pillar of our reward
strategy; this year saw the introduction of
our core customer measure, net promoter
score added to our Group-wide bonus plan,

impacting managers and senior leaders
across the Group. Building this into our
bonus plan not only acts as a further
driver of customer-centric behaviour, but
also allows us to benchmark performance
fairly and consistently. Additionally, we
introduced a new Leadership objective for
all people managers. This brings focus to
the importance of developing our people,
conducting regular performance reviews
and career conversations, and providing a
platform for meaningful two-way feedback.
This resulted in an achievement of 96 per
cent completion of mid-year performance
reviews across all markets using our online
performance and development system,
MyPAD, (My Performance, Aspirations,
Development).

In its third year of operation, MyPAD
continues to act as an enabler for a high
performance culture throughout all source
markets within the Group, providing
visibility of personal development plans,
career aspirations and performance and
potential ratings.

DIVERSITY AND INCLUSION

Achieving our vision to become the world’s
best loved travel company will only happen
by ensuring we have a truly engaged and
diverse workforce, who care about our
customers and who are led by an inspiring,
energetic and diverse leadership team.

We take great care to make sure our
recruitment and selection process,
learning and development activities
and career progression opportunities
do not allow discrimination to occur.

We also work to ensure our colleagues
can succeed in our business, regardless
of their gender, marital status, race, age,
sexual preference and orientation, ethnic
origin, religion or belief, disability, (including
colleagues who become disabled during
service) or trade union affiliation.

We have seen improvement in the gender
diversity of our PLC Board, moving from 38
to 44 per cent female this year. In our GMC,
we have moved from eight per cent female
to 29 per cent.

We have started a programme to promote
opportunity for career development to
create a gender balanced leadership

team. This will include initiatives such

as promoting development opportunities
internally, a review of flexible working to
increase appeal of leadership roles to female
candidates, and ensuring gender balanced
shortlists for leadership roles, both internally
and externally.

COMMUNICATING WITH
OUR PEOPLE

We believe our improved employee
engagement and employee commitment
results this year are testimony to the
investment we have made in strengthening
communication with our people across the
Group. We have invested in our internal
communications team and are taking a
fresh approach in our tone and content
when engaging our colleagues. We have
introduced a number of new channels,
including Thomas Cook TV, a regular
Group-wide round-up to bring a global
view of the organisation to our people.

Plc Board

56%

Male

44

Female

Group Management
Committee

GENDER DIVERSITY
Thomas Cook

71%

Male

29%

Female

Leadership Council

Thomas Cook

Group
72% 31*
Male Male
28% 69*
Female Female




2> In support of our Customer at our

Heart focus this year, the Thomas Cook
Leadership Council (TCLC) came together
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DANIELA SCHRODER
PART OF THE IN-DESTINATION
TEAM BASED IN MAJORCA

Helping and supporting our customers
whilst they are on holiday has been
Daniela’s role since she started

' ?C_stjomer Heroes" -
. "2016 .

-

SABINE NEUJAHR

PART OF THE GROUND OPERATIONS

TEAM FOR GROUP AIRLINES
Working in the Caribbean, Sabine is
responsible for all ground arrangements
relating to our flight programme in the

STRATEGIC REPORT

in June to dedicate time to our customer working at Thomas Cook 23 years ago. Caribbean. Earlier this year, due to previous o
agenda, and to celebrate our Customer Passionate about her customers and her flights being diverted, a flight returning our =
Heroes from across the Group. work, Daniela dedicates herself to the customers from Mexico to the UK was unable § =
Wasssked for nominations fromfEii wellbeing of her customers, often helping to take off. Faced with the reality that we %
BTy antli bulsiness area Lt &n them in times of need, going above and needed to find a way to bring our customers I}
NS winne}s (- beyond her role to help, often being the home quickly and safely, Sabine had to find
invFi)ted " resgnt théir gtor 10 the TCLC contact point for family and friends of a solution. Her quick thinking and expert
“InSpirin ”pand “humbling” w}:ere N fhe customers, often supporting up to 70 knowledge of the flight operation resulted in
Worzs uged ¥ describe%ur e customers each month. Working in one of her finding a creative solution. She realised
: : i our busiest holiday destinations, Daniela's we had another flight returning customers to
as they told their often moving stories, of | heR s o ol o 1 It
HBWthey tvlly defiktrAta ey atamer 3 role can never be a 9-5 job, she always ermany and working across several teams,
Bl Tln Al of ot A st ickocs wore makes herself available, regardless of she quickly arranged for it to land en route
i niseAd £ ¢ it s e d awardvgd the time, role modelling for all of us what in the UK, before continuing to Germany,
withga Thomas Cook holida it means to be truly customer-centric, safely returning all of our customers with
Y- and inspiring colleagues and customers only a short delay. Great use of initiative, o
Here are two examples of their stories: around her. We are proud to recognise great teamwork, and a total focus on our 'uz_‘
Daniela as one of our special customer customers makes Sabine a real customer =
heroes this year. hero, and another great example to =
colleagues across the Thomas Cook Group. &
3
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SUSTAINABILITY

MAKING A DIFFERENCE
WITH EVERY HOLIDAY

Our goal is to “make a difference with
every holiday”, working at every step
to change the way we operate to
limit environmental impacts whilst
maximising the social and economic
benefits travel can bring.

The debate and context around business
purpose is changing and expectations of us
as a business are growing. We understand
the importance of sustainability to the
business and realise that we can do much
more and can make more impact for our
people, our customers and the destinations
in which we operate.

Now is the time to re-focus our sustainability
strategy, so that we can enhance the
company’s resilience to the external drivers
for change and customer experience.

We launched a review of the Thomas Cook
approach to sustainability in June 2016 and
plan to launch a new strategy in 2017.

HOW WE MANAGE
SUSTAINABILITY

We see sustainability as the responsibility
of every employee and an activity which
requires strong leadership, starting with

the Chief Executive and his direct reports.
The Board retains responsibility for the
long-term success of the Group and the
Health, Safety and Environmental Committee
has oversight of the consistent policy for
managing health, safety and environmental
risks to the Group’'s businesses.

More information about how we work
towards making a difference with
each holiday can be found in our 2016
Sustainability Report which is available
at thomascookgroup.com.

OUR CUSTOMERS AND
COLLEAGUES

In 2015, we commissioned Justin King to
conduct an independent review of our
business. This examined our customer,
health, safety, welfare and crisis
management practices, following the deaths
of Bobbi and Christi Shepherd in Corfu.

We accepted his findings in November 2015
and drew up a detailed plan to address all

of the recommendations. However, the hard
work to change the culture in the business
and to make us more customer-centric in our
approach had already started months before.

One year on and we have made huge
changes to our processes and procedures,
but also, crucially, to the culture of the
business. We have more to do, but our people
have embraced the challenge, using the
findings of the review to catalyse change
across our business and improve the holiday
experience for our customers.

Changes include investment in our customer
service teams, the launch of the 24 Hour
Satisfaction Promise and a thorough review
of our health and safety auditing programme,
including the introduction of annual audits
across all 3,500 of our selected partner
hotels, starting in summer 2017.

In parallel, we have been working closely
with Sharon Wood, the mother of Bobbi

and Christi Shepherd, to establish the

Safer Tourism Foundation with the aim of
improving the safety of all holidaymakers
travelling abroad. We appointed Belinda
Phipps, an experienced consultant and
former Chief Executive of the National
Childbirth Trust (NCT) to help ensure we get
the Foundation on a firm footing and are
pleased that Linda McAvan, MEP, has joined
the Board as an independent trustee. We look
forward to the Foundation launching its first
projects in 2017.

: PEOPLE

Outside of the work we have been doing
following the Justin King review, Thomas Cook
has continued to build on its long tradition

of social commitment and charitable activity.
We work to create thriving communities
where our employees live and work, as

well as where our customers travel.

By collaborating with industry partners,
supporting destinations and investing in
communities, we are ensuring a high-quality
service for residents and visitors alike.

The Thomas Cook Group corporate charity,
The Thomas Cook Children’s Charity, aims
to improve children’s lives by working

with partner organisations. Its remit gives
particular emphasis to the provision of safe
clean drinking water, improving education,
well-being and healthcare facilities.

The Charity has raised over £5 million in the
last five years through a number of sources,
largely through customer donations to payroll
giving and staff fundraising initiatives.

Child safety and protection is central to our
business and the Thomas Cook Group is fully
committed to the UN Convention on the Rights
of the Child. We believe it is our responsibility
to promote and safeguard children's welfare
and are committed to “The Code” (an industry-
driven international code of conduct).

We understand Thomas Cook’s operations
affect individuals and communities around the
world. Thomas Cook operates a Human Rights
policy across all parts of the business and is
working with NGOs and other partners within
the tourism industry to better understand and
mitigate the impact of the business.
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PLANET

MANAGING OUR We also work to reduce our environmental
ENVIRONMENTAL IMPACT impact across our business and supply chain.
The environmental impact of the travel This includes reducing the use of water

industry is considerable, with around 5% of in-our hotglsl, uswg sustamablel products
all global carbon emissions coming from the ~ and materials wherever possible; reducing
travel and tourism sector our production of waste; and sourcing or

producing renewable energy.

Thomas Cook Airlines is among the most
efficient in Europe, with only 74.4g CO, per
passenger kilometre, compared with an

average for the five largest European airlines  (Strategic report and Directors”reports) -
of 90.11g CO, per passenger kilometre last Regulations 2013. These sources fall within g
(]

We have reported on all the emission sources  One of the most efficient
required under the Companies Act 2006 airlines in Europe

year. We are constantly working to make our annual report and accounts. We only
have responsibility for the emission sources

our airline more efficient, collaborating with t -

the industry to share best practice and that are included in our annual report CO

investing in the next generation of aircraft and accounts. 2 per pqx
to provide better performance and improved  We have used the GHG Protocol Corporate

customer experience. Accounting and Reporting Standard (revised

edition), data from EU Emission Trading

In 2016 we have continued to invest in our h d emission f : h o
airline fleet. Each of our upgraded aircraft Scheme and emission factors from the z
delivers greater comfort and a superior UK Government GHG Conversion Factors g
experience for passengers but also reduces Guidance 2015. g
weight allowing us to achieve greater 8
fuel efficiency.
fzme 2015
Tonnes of CO2 Tonnes of CO2
Greenhouse gas emissions equivalent equivalent
Total Scope 1 - Direct emissions 4,091,159 4,026,958
Total Scope 2 - Indirect emissions 21,045 29,403
Total emissions 4,112,203 4,056,361

Total emissions/£million turnover 526 517
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SUSTAINABILITY CONTINUED

ACTING AS A RESPONSIBLE
BUSINESS

Sustainability at Thomas Cook has a long
history and the business has historically
taken a strong stance in response to
sustainability risks and opportunities and
gained a strong reputation within its sector.
As a large consumer business, the trust of
our customers is key. As part of our drive

to put customer at the heart of everything
we do, sustainability is integral to our
continued success.

PROMOTING LOCAL
ECONOMIC DEVELOPMENT

We work extensively with our hotel brands
to enable our customers to experience
local products and services, giving them an
authentic taste of the local culture.

Three years ago we launched range of
excursions to allow customers to immerse
themselves in the culture of a destination
and create lasting memories. These “Local
Label” excursions are designed to bring

a place, its people and their traditions to

life; celebrating authentic food and drink,
sharing personal stories with local people,
and contributing to the protection of ancient
sites or natural habitats.

SAFEGUARDING ANIMAL
WELFARE

Experiencing the local environment and
wildlife-viewing opportunities can be a
key part of many of our customers’ holiday
experiences. We recognise that these
activities have a socio-economic benefit
and can help to promote biodiversity and
education initiatives.

However, we also are acutely aware of the
welfare of animals impacted by tourism.

This year we took the decision to commission
animal welfare experts Global Spirit to
conduct an independent audit of the animal
attractions we offer and we are working
with them and suppliers to solve issues
where identified.

We are determined to improve standards

for all animals in our supply chain, while
allowing our customers to enjoy and learn
about animals in their natural environments.
We are currently developing a new animal
welfare strategy and will to continue our
collaboration with Global Spirit, our suppliers,
and the rest of the tourism industry.

We remain committed to working responsibly
and ethically in all areas of our business, and
we expect the same from our suppliers.

»We remain
committed to
working responsibly
and ethically in all
areas of our
business, and we
expect the same
from our suppliers.«
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An enriching holiday experience often
comes not only from seeing new places
but from learning and experiencing the
local culture, particularly when in the
company of local people. We believe
that diverse cultures and authentic
experiences create holidays that people
will enjoy and will encourage them to
return to those places.

In 2013 we launched an exciting range

of excursions so that customers could
immerse themselves in the culture of a
destination and create lasting memories

of their holiday. We call these Local Label
excursions as they are designed to bring a
place, its people and their traditions to life
by celebrating authentic food and drink,
sharing personal stories with local people
and contributing to the protection of ancient
sites or natural habitats. The Local Label
excursions generate direct benefits for
local communities by helping to preserve
traditional cultures and positively impacting
local economies.
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CASE STUDY
-

Creating lasting memories:

Local Lgbels

S

Our Local Label programme has grown
significantly since then, currently we have
72 excursions over 40 destinations and we
even have awarded our first tour “Highlights
Nicaragua” with a Local Label. This tour
offers the opportunity to learn about
Nicaraguan culture and nature by visiting a
local farm and finding out about sustainable
farming methods.

Another great example of a Local Label
excursion is our “100 per cent Mayan”
excursion in Mexico. This gives customers
an opportunity to spend time with a real
Mayan community whose village is situated
near the Sian Kaan Biosphere Reserve, a
protected area rich in biodiversity. A local
guide brings the stories of the village to life
and customers can experience the natural
wonders on a boat trip through the reserve
as well as taste the locally grown food.

Funds from this excursion contribute to

the purchase of food for the villagers and
provide access to an organic gardener who
teaches them how best to cultivate the

land to make the most from the natural
produce grown there. Funds are also being
put towards developing more robust housing
capable of withstanding hurricane damage.

Our customers value the new excursions
with 76 per cent happy to recommend
Local Label to friends and family and 78 per
cent rate their overall experience as good
or excellent.

GOVERNANCE
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FINANCIAL REVIEW

MICHAEL HEALY
CHIEF FINANCIAL OFFICER

»Reflecting the improved
underlying strength of our
business, the Board has
decided to recommend the
payment of a dividend for
the first time in five years.«

HIGHLIGHTS

Improved margins

Delivered improved cash conversion

Underlying EBIT

Gross margin increased by 80 basis points (FY15: 22.6%)

23.4%

Delivered a stronger balance sheet

Adjusted" cash conversion ratio (FY15: 60%)

707

Delivering returns for shareholders

Like-for-like net EBIT reduced by £41m (FY15: £349m)

£308™

Resumption of a dividend

Like-for-like net debt reduced by £56m (FY15: £185m)

£129™

Basic earnings per share (FY15:1.6p)

0.8P

First dividend in five years (FY15: nil)

0.5P

(i) Adjusted for the timing of working capital between FY15 and FY16. Refer to page 42 for details.
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12 months ended 12 months ended ) _
30 Sep 30 Sep Change Like-for-like change"
£m (unless otherwise stated) 2016 2015 £m £m
Revenue 7812 7834 22 =371
Gross profit 1,831 1774 +57 22
Gross Margin (%) 23.4% 22.6% +80bps +80bps
Operating expenses (1,523) (1.464) -59 -19
Underlying" profit from operations (Underlying EBIT) 308 310 2 -4
EBIT Separately Disclosed Items (103) (99) -4 -4
Profit from operations (EBIT) 205 21 -6 -45
Associated Undertakings = 8 -8 -8
Net finance charges (underlying) (140) (141) +] +]
Separately disclosed finance charges (23) (28) +5 +5
Profit before tax 42 50 -8 -47
Tax (33) (31) 2 2
Profit after tax 4 19 -10 -49
Basic EPS 0.8p 1.6p -0.8p -
Underlying EPS 8.5p 89p -0.4p -
DPS!i 0.5p - +0.5p -
Free cash flow™ 56 161 -105 -
Net debt" (129) (128) -] +561)
Notes:

(i) “Underlying' refers to trading results that are adjusted for separately disclosed items that are significant in understanding the ongoing results of the Group. Separately disclosed items are detailed on page 40.
(i) ‘Like-for-like' change adjusts for the impact of foreign exchange translation, fuel. The detailed like-for-like adjustments are shown on page 32

(iii) Dividend per share of 0.5 pence is equivalent to a cash cost of £77 million.

(iv) Free cash flow is cash from operating activities less exceptional items, capital expenditure and interest paid. A summary cash flow statement is presented on page 41, and a reconciliation of free cash flow

is shown on page 45.

(v) Net debt is a measure that management use to manage the balance sheet and capital structure. Sept 2015 Net debt has been restated for net derivative financial instruments used to hedge exposure to interest

rate risks of bank and other borrowings which totalled £11 million (FY16: £16 million).

(vi) ‘Like-for-like' net debt adjusts the prior year comparative for foreign exchange translation and the impact of changing finance lease arrangements which totalled £57 million resulting in FY15 like-for-like net debt

of £185 million.

OVERVIEW

The comments below are based on like-for-like comparisons unless
otherwise stated, as Management believes this provides a clearer
view of ongoing business performance.

The Group's financial performance in FY16 demonstrates the improved
underlying strength of our business, together with an increased
resilience to external factors. During the year, we experienced weaker
customer demand, particularly in Germany and Belgium, combined
with unprecedented levels of disruption in some of our major
destinations, such as Turkey and North Africa.

Despite these headwinds, the Group achieved a satisfactory result,
with underlying EBIT of £308 million and a profit after tax for the
second consecutive year. Recognising the significant progress that
we have made in recent years in transforming Thomas Cook, and
reflecting the improved underlying strength of our business, the
Board has decided to recommend the payment of a dividend for the
first time in five years.

Group revenue for the year decreased by £371 million (4.5%) to

£7.812 million. This was mainly due to lower customer demand to
Turkey, where the Group is market leader, and to North African
destinations such as Egypt and Tunisia, resulting in sales to

those destinations declining by over £800 million (around 50%).
Anticipating this shift in demand, we took proactive steps to switch
our capacity commitments from the Eastern Mediterranean to other
markets, such as the Spanish Islands, and to further expand our
successful long haul programme.

GOVERNANCE

Gross margin increased by 80 basis points to 23.4%. This reflects our
effective capacity management and improved customer offering,
which offset significant yield pressures in Condor, our German airline,
caused by weak demand for Turkey and continuing overcapacity in
the short and medium haul sector.
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FINANCIAL REVIEW CONTINUED

Free cash flow for the year was £56 million (FY15: £161 million),
reflecting growth in Group EBITDA of £28 million to £512 million.
Cash flow performance was below the high level achieved in FY15
when, as previously disclosed, our working capital position was

improved by a £60 million timing benefit which reversed in QI FY16.

Group net debt at 30 September 2016 was £129 million which,
represents an underlying reduction of £56 million during the
year, including the impact of non-cash changes such as foreign
currency translation.

LIKE-FOR-LIKE ANALYSIS

Certain items, such as the normal translational effect of foreign
exchange movements, affect the comparability of the underlying
performance between financial years. Accordingly, to assist in
understanding the impact of those factors, and to better present
underlying year-on-year changes, ‘like-for-like’ comparisons with
FY15 are presented in addition to the change in reported numbers.

The ‘like-for-like" adjustments to the Group’s FY15 results and the
resulting year-on-year movements are as follows:

Gross |Operating | Underlying

Revenue | margin |expenses EBIT

£m £m £m

FY15 Reported 7834 22.6% (1464) 310
Impact of Currency Movements 463 (0.3)% (40) 39
Reduced fuel cost n4)  0.3% = =
FY15 Like-for-like 8183 226% (1,504) 349
FY16 Reported 7812 23.4%  (1,523) 308
Like-for-like change (Em) S nla -19 -4
Like-for-like change (%) -4.5% +80bps  -1.3%  -1.7%

PRIMARY SEGMENTATION

The Group reports the performance of its principal geographic
source markets as its primary reporting segmentation, as that best
represents the Group’s integrated operating activities (tour operator
and airline) and customer experience in each market. The exception
to this is Condor, our German airline, which operates independently
of our German tour operator and has a high proportion of third
party customers.

United |Continental | Northern | Airlines
Underlying EBIT by Kingdom Europe Europe | Germany | Corporate Group
source market £m £m £m £m £m £m
FY15 Reported 119 7 96 56 (32) 310

Impact of Currency
Movements - 23 6 10 - 39

FY15 Like-for-like 119 94 102 66 (32) 349
FY16 Reported 152 72 124 (10) (300 308
Like-for-like change
(Em) +33 22 +22 16 +2 -4
Like-for-like change
(%) 277%  234%  +216% nla nfa 7%

SUPPLEMENTARY INFORMATION

In addition to the Group's primary reporting segmentation, we
believe that it is helpful to provide supplementary information to
give a better understanding of the separate financial performance

of our tour operator and airline businesses. Although these functions
are integrated to varying degrees in each of the Group’s source
markets, they are now separately reported for certain internal
management purposes.

This supplemental information has been developed to improve
financial reporting as part of our transformation. It is our intention
to provide this financial information in future reporting periods.

Group Tour Group
Operator Airline | Corporate Group
Underlying EBIT by business line £m £m £m £m
FY15 Reported 202 140 (32) 310

Impact of Currency Movements 27 12 - 39

FY15 Like-for-like 229 152 (32) 349
FY16 Reported 255 83 (300 308
Like-for-like change (£m) +26 -69 +2 -41
Like-for-like change (%) +1.4%  -454% nfa  -117%




REVENUE

Group revenue decreased by £371 million (4.5%) on a like-for-like basis
to £7.812 million. This reflects a reduction in customer demand for
holidays to Turkey, Egypt and Tunisia by over £800 million (about
50%) in total. Anticipating this change in customer preferences, we
took proactive steps to switch our capacity commitments from the
Eastern Mediterranean to other markets, which resulted in growth
in holidays to Spain and the further expansion of our Long Haul
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OPERATING EXPENSES/OVERHEADS

Operating expenses before depreciation improved by £6 million

(0.5%) to £1,319 million, due to the benefits of further cost control
initiatives, offset by inflationary increases in the operating cost base.
Depreciation has increased by £24 million (13%) to £204 million due

to the full year effect of cabin refurbishments and IT developments
during the second half of FY15.

programme to destinations such as the USA and Cuba. B <oacooos | change | e
£m £m £m £m

The main components of the changes in like-for-like revenue by
destination are as follows: Personnel Costs (882) (859) 23 2
Revenue £m Net Operating Expenses (437) (431) -6 +4
8183 Sub Total (1,319)  (1,290) 29 +6
Depreciation and amortisation (204) (174) -30 24
Total (1,523) (1,464) -59 -18

80 7812
s o0 W
e

(604)
(]61] I
(105)
FY15 Turkey Egypt  Tunisia Spain  Long Haul” Croatia Other FY16
like-for-like and revenue
revenue Bulgaria

(i) Long Haul comprises the USA, Mexico, Cuba, Dominican Republic and Thailand

GROSS MARGIN

Gross margin of 23.4% is 80 basis points ahead of last year reflecting
the benefits of the Group's strategy to focus our customer offering
including ancillaries, together with the expansion of our long haul
programme, particularly in the Winter season, and the improved
generation of ancillary income.

These benefits have been partially offset by yield reductions
experienced in Condor due to continued over-capacity in the German
short and medium haul flight sector, particularly in respect of flights
to certain Spanish destinations, where market capacity increased
significantly in the Summer season.

UNDERLYING EBIT

The Group generated underlying EBIT of £308 million during the year,
a reduction of £41 million (11.7%) compared to last year on a like-for-
like basis.

The principal drivers of the Group’s EBIT performance for the year are
summarised below, including gross benefits of £63 million from the
first year of our New Operating Model. This compares to our target for
gross New Operating Model benefits of £180 million to 210 million by
FY18, as announced in November 2015.

Underlying EBIT £m

63

(24) u
349 (13)

308

I L |
B o) I

FY15 Gross new Depreciation®  Inflation Condor Belgium Other FYi6
like-for-like  operating EBITDA" EBIT
EBIT  model benefits

| esl

(i) Condor's change in depreciation is within the £24 million depreciation figure.

EBIT

Statutory EBIT of £205 million represents a reduction of £45 million
(18%) on a like-for-like basis. The reasons for this reduction are similar
to the factors which caused a reduction in underlying EBIT, together
with an increase in separately disclosed items to £103 million

(FY15: £99 million) (see page 40).

33
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FINANCIAL REVIEW CONTINUED

SEGMENTAL REVIEW

PRIMARY SEGMENTATION: PERFORMANCE BY SOURCE MARKET
During the year underlying EBIT declined by £41 million on a like-for-like basis, analysed as follows:

United Continental Northern Airlines
Kingdom Europe Europe Germany Corporate" Group
£m £m £m £m £m £m
Revenue 2,365 3,435 1132 1253 (373) 7812
Gross Margin (%) 29.1% 14.0% 30.4% 251% n/a 23.4%
Underlying EBIT 152 72 124 (10) (30) 308
Departed Customers (000's) 5809 6,627 1614 1269 (2.213) 19,106
Underlying EBIT Change +33 +| +28 -66 +2 2
Like-for-Like Underlying EBIT Change +33 22 +22 -76 +2 -41
(i) Negative revenue and customers reported in Corporate is a result of intercompany eliminations.
The financial performance of each segment is considered below:
m JK = Continental Europe = Northern Europe ™ Airlines Germany ™= Corporate ™ Group
Revenue £m Gross margin %
£2.365m 2 i
__________________BVA 9
0% 23.4%
I £3,435m
[ £1132m 14.0%
[ £1253m
£(373m
United Continental Northern Airlines Group
S s S e — £7,812m Kingdom Europe Europe Germany

Underlying EBIT £m Like-for-like Underlying EBIT Change £m

I £152M I 335

I £72m

I £124m

£00)m

£(30)m

s . £308m

-22 I

I 22

76 I —

+2

-4
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UNITED KINGDOM

Gross margin (%) Departed customers (000's)

29.1

Underlying EBIT (Em)

152

Revenue (Em) EBIT margin (%)

2,365

64 5809

ryis Juikefortike | Our UK business has reported a fourth consecutive year of EBIT
Fie FiIS | Change | like-fortike) - change | improvement, growing its EBIT margin to 6.4% from close to zero in
FY12. This represents a record margin for our UK business, which was
Fevenie I 2l s iing our rands ratonaling our stoe
Gross Mfargm ul 291% 26.7% _+240bps 212% _1190bps network, developing our web proposition and improving the quality of
Underlying EBIT (2 ns +33 19 *335  our differentiated holidays. While the profitability of our UK business
%r;?elrrl]y&? EBIT 61% 19%  +160bos 49% +sobps  Nas improved significantly since 2012, we believe that further growth
D g dc : = P =2 P will be delivered through our New Operating Model from continuing
(0%%‘?56' ustomers 5809 6109 300 5803 & Improvements in the quality of our hotel portfolio and refinements

(il The trading assets of our accommodation business, Hotels4U, was transferred from our UK to our
Continental Europe business in August 2016; a like-for-like adjustment has been made to show
comparable performance.

to the functionality and content of our online offering.

Revenue of £2,365 million is £43 million (1.8%) lower than the prior year
as reduced customer demand to Turkey was partly offset by higher
sales to Spain and further expansion of our long haul programme.
Within our package offering, we were able to offer a higher proportion
of holidays to our own-brand hotels and benefited from a change in
destination mix which contributed to an increased average selling
price. These factors helped achieve an underlying gross margin
increase of 190 basis points to 29.1%.

Underlying EBIT for FY16 of £152 million is £33 million (28%) higher than
last year, representing a 150 basis point improvement in EBIT margin
from 4.9% to 6.4%. This improved performance was underpinned by
further enhancements to the functionality of our OneWeb platform,
which was first launched during FY14. This improvement in our online
capability will facilitate a more efficient distribution structure and
enable us to further refine our UK retail network to focus on the most
profitable locations.

GOVERNANCE
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FINANCIAL REVIEW CONTINUED

Revenue (Em) Gross margin (%)

CONTINENTAL EUROPE

Underlying EBIT (Em)

EBIT margin (%) Departed customers (000's)

3435 140 72

‘ FYI5 [Like-for-like
FY16 FY15 Change | like-for-like") change
£m £m £m £m £m

Revenue 3435 3449 -14 3763 -328

Gross Margin (%) 14.0% 13.5%  +50bps 13.4% +0.6%

Underlying EBIT 72 n + 94 22

Underlying EBIT

margin (%) 21% 21% Flat 25%  -40bps

Departed Customers

(0007s) 6,627 7061 -434 7367 -740

(i) The trade and assets of our accommodation business, Hotels4U, was transferred from our UK to
our Continental Europe business in August 2016; a like-for-like adjustment has been made to show
comparable performance.

Revenue and underlying EBIT performance by key geographical
market within Continental Europe is set out below:

Revenue and EBIT by market

‘ FYI5 [Like-for-like
FY16 FY15 Change | like-for-like change
£m £m £m £m £m

Revenue

Central Europe® 1956 1944 +12 2107 -151

East/West' 1,023 1084 -61 1193 -170

Othert 456 421 +35 463 -7

Total 3,435 3,449 -14 3,763 -328

Underlying EBIT

Central Europe" 42 51 -9 52 -10

East/West" 4 7 -3 14 -10

Otherfi 26 13 +3 28 2

Total 72 7 + 94 -22

Notes

(i) Central Europe includes: Germany and Austria

(i) East/West includes: Belgium; Netherlands; France; Russia; Poland: Hungary; and the
Czech Republic.

(iii) ‘Other” includes: the head office functions based in Germany; In-Destination Services; our hotel
accommodation businesses based in Switzerland; and other support functions

21 6,627

Revenue of £3435 million was £328 million (9%) lower than last year,
primarily due a significant reduction in demand to Turkey (down by
£369 million). where we are market leaders. As a result, Continental
Europe businesses reported underlying EBIT of £72 million, £22 million
lower than last year.

As we indicated last year, several initiatives we have implemented
in our Central Europe business (Germany and Austria) including
strengthening our management team, improving our distribution
relationships and implementing a new web platform. These actions
have further improved the resilience of our German business in a
challenging market and have positioned it for profitable growth in
the future.

However, market conditions in Germany remained challenging in FY16,
with a decline in customer demand of around 10%, mainly for holidays
to Turkey where our German tour operator is a market leader. As a
result, although the implementation of the actions summarised above
enabled our German business to outperform the market, underlying
EBIT for Central Europe of £42 million was £10 million lower than

last year.

Within East/West, our Belgian business reported a decline in
underlying EBIT of £9 million compared to last year due primarily

to the terrorist attack at Brussels airport in March 2016, which
resulted in significant operational disruption and a subsequent sharp
decline in customer demand. Our other East/West markets recorded
underlying EBIT results slightly ahead of the prior year, as losses in
France reduced by £5 million to £8 million and profitability in Russia
improved by £2 million by focussing its activities on domestic tourism
during a period when there was a ban on outbound travel from
Russia to Turkey.

Our other businesses within Continental Europe delivered EBIT

of £26 million, a reduction of £2 million compared to last year.

These include our City and Domestic hotel accommodation business
and our ‘In Destination’ operations.
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NORTHERN EUROPE

Revenue (Em) Gross margin (%) Underlying EBIT (Em) EBIT margin (%) Departed customers (000’s)

1132 304 124 1.0 164

Fvi5 |Like-for-like | Our Nordic business reported a record result in FY16, with underlying
‘ Fie Fris | Change |like-fortike | change | EBIT of £124 million, £22 million better than last year on a like-for-like
basis, which is equivalent to a market-leading EBIT margin of 11%.

Revenue 1132 1,057 +75 1107 *25  Revenue of £1132 million was £25 million (2.3%) higher than last year
Gross Margin (%) 30.4% 279% +250bps 276% +280bps  demonstrating the strong differentiation of our holiday offering,
Underlying EBIT 124 96 +28 102 +22  which has maintained an unrivalled popularity with our customers,
Underlying EBIT together with a strong ancillary sales performance.
margin (%(5J 11.0% 91%  +190bps 9.2%  +180bps

Departed Customers Stronger Winter trading resulted from maintaining risk capacity
(000's) 1614 1698 84 1698 g4 While the market in general sought to reduce capacity commitments,
positioning the business well to take advantage of poor weather in
the early part of the booking period.

During the year, the business focused on strengthening the number
of customer touch points and increasing sales of our ancillary
products, as well as further expanding our range of own brand
hotels. We opened a new Ocean Beach Club by Sunwing in Winter
2015/16, which has been a successful new brand in terms of customer
demand and profitability. These initiatives, combined with proactive
and selective capacity cuts to our Summer programme enabled our
Nordic business to further grow its industry leading margins.

As a result, gross margin increased by 280 basis points to 30.4%.
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Revenue (£m)

AIRLINES G

Gross margin (%) Underlying EBIT

ERMANY

(Em) EBIT margin (%) Departed customers (000's)

1,253

251  (10)

FYI5 |Like-for-like
FYI6 FYI5 Change | like-for-like change
£m £m £m £m £m
Revenue 1,253 1,257 -4 1291 -38
Gross Margin (%) 251% 284% -330bps 29.8%  -470bps
Underlying EBIT (10) 56 -66 66 -16
Underlying EBIT
margin (%? (0.8)% 45% -530bps 51% -590bps
Departed Customers
(000°s) 7269 N3 444 N3 -444
CORPO
FYI5 | Like-for-like
FY16 FYI5 Change | like-for-like change
£m £m £m £m £m
Operating Expenses (30) (32) +2 (32) +2
Underlying EBIT (30) (32) +2 (32) +2

(0.8) 7269

Condor, our German airline, has been significantly affected by German
market developments including weak demand, especially for Turkey
where it is a market leader, and general overcapacity in the short

and medium haul sector. These developments have led to significant
yield pressures, particularly for flights to the Canaries and Balearics
during the peak Summer period. Given the relatively fixed nature of an
airline’s operating cost base, the yield decline had a direct impact on
underlying EBIT which fell by £76 million, with Condor reporting a loss
of £10 million for FY16.

Revenue of £1,253 million reduced by £38 million (2.9%) primarily due to
a 6% decrease in departed customers due to lower market demand,
together with lower yields in the Summer season. This reflects a
reduction in revenue in the short and medium haul sector, particularly
to Turkey, which was only partially mitigated through the expansion of
the long haul offering. Load factors fell to 89.2% from 91.6% last year
whilst yields fell to £95 per seat from £105 per seat last year.

In response to these challenging market conditions, we have
implemented several initiatives to improve Condor’s performance,
including reducing our exposure in the German short and medium
haul sector, further expanding our successful long haul offering in
Summer, and building more flexibility into flight plans. These actions
will be underpinned by a closer co-operation with our German tour
operator, to take advantage of economies of scale.

RATE

Corporate operating expenses of £30 million were £2 million
lower than last year reflecting cost efficiencies in our central
support functions.
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SUPPLEMENTARY INFORMATION: PERFORMANCE BY BUSINESS LINE

A review of the financial performance of each of the Group's principal business lines is set out below:

GROUP TOUR OPERATOR BUSINESSES

Revenue (Em) Gross margin (%) Underlying EBIT (Em) EBIT margin (%)

6278 169 255 A4l

Fvis | Like-forlike | TOUr Operator revenue of £6,278 million was £462 million (6.8%) lower
e Fii5 | Change | ke-fortike | - change | than |ast year due to a reduction in departed customers. However,
demand for our differentiated product and a change in destination
Revenue 6.278 6.366 88 6.740 462 mix h_as resu()ltgd in a 70 basis point improvement in underlying EBIT
Gross Margin (%) 169%  156% +30bps  155% +dobps  Mrginto4lein FYI6.
Underlying EBIT 255 202 +53 229 +26  The Group's Tour Operator businesses generated underlying EBIT of

Underlyin? EBIT
margin (%

£255 million, £26 million (11.4%) higher than in the prior year. Total first
41% 3.2%  +90bps 34%  +I0bps  year benefits from our New Operating Model have underpinned EBIT

ASP (£)

578 530 +48 577 + growth in our tour operator businesses, especially in the UK and

Northern Europe.

GROUP AIRLINE BUSINESS

Revenue (Em)

2825 272 83

Gross margin (%) Underlying EBIT (£Em) EBIT margin (%)

2.9

s |Likeforiike | Overall Airline revenue increased by 0.6% to £2,825 million as further
Fhe FIs | Change |like-fortike | change | gypansion of our long haul business from the UK and Germany has
mitigated yield pressures and lower demand in the short and medium
Revenue (£m) 2825 2806 19 2809 16 haul sector, particularly in Germany and Belgium.
Gross Margin (%) 27.2% 277%  -50bps  286% -l40bps  The Group's Airline generated underlying EBIT of £83 million,
Underlying EBIT (Em) 83 140 -57 152 -69  £69 million less than in the prior year, impacted by lower profitability

Underlying EBIT
margin (%?

in Condor. As a consequence, although further cost efficiencies were
2.9% 50% -210bps 54% -250bps  delivered, yields for both long haul and short haul fell by £9 (3%) and

Average Seat
Kilometre ASK (m)

£7 (6%) per seat respectively, with a direct impact of profitability.
66,776 64,925 +1,851 64,925 +] 851

Seat Load Factor
SLF (%)

89.3% 911%  -180bps 911%  -180bps

Long Haul Yields

per seat (£) 299 296 +3 308 9
Short Haul Yields
per seat (£) 104 106 -3 m -7

39
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FINANCE COSTS

Group finance costs for the year of £140 million were broadly in

line with last year (FY15: £141 million). This consisted of net interest
charges before aircraft financing of £121 million (FY15: £124 million)
and aircraft financing charges totalling £19 million (FY15: £17 million).
A detailed analysis of net finance costs is set out Note 8 on page 125.

SEPARATELY DISCLOSED ITEMS

OTHER FINANCIAL ITEMS

TAXATION

The overall tax charge for the year increased to £33 million

(FY15: £31 million). Current tax of £39 million is £12 million higher

than last year largely due to increased tax payable in respect of our
profitable business in Northern Europe. A net credit of £6 million was
recognised during the year for deferred tax which largely reflects
the increased recognition of deferred tax assets in respect of carried
forward tax losses in our Spanish entities.

Net Separately Disclosed Items in FY16 comprised a charge | FYI6 FYI5
of £126 million, which is £6 million higher than the prior year £m £m
(FY15: £120 million) as analysed below:
Current tax (39) (27)
| F‘Sﬁ leni Deferred tax 6 (4)
Total tax charge (33) (31)
New Operating Model implementation costs (50) (25)  Total cash tax (15) (18)
Restructuring costs (20) (27)
Onerous contracts and legal disputes 21 (35) UK taxlegislation is expected to change during FY17 which will restrict
Write offs, revaluations and other non-cash ©) 9 the perm|tteq Ievgl of utilisation of brqught forward tax losses. ,
We expect this to impact the recognition of deferred tax assets in
Other (6) (21) ; R,
- FY17 in respect of our significant UK tax losses,
EBIT related items (103) (99)
Profit on disposal of associated undertaking = 7
Finance related charges (23) (28) OPERATING LEASE CHARGES
Total (126) (1200 Operating lease charges in the year of £213 million increased by
of which: £25 million compared to last year, as analysed below.
- Cash (95) (69) | FYI6 FYI5
- Non-Cash (31) (51) £m £m
Notes o
(i) Items classified as ‘Cash’ represent both current year cash flows, and cash effects which are yet Included within EBIT:
to be realised. Aircraft operating lease charges® 120 98
Further information on Separately Disclosed Items is set out in Note 7~ Retail operating lease charges = 44
on page 124. Hotel operating lease charges 21 26
Other operating lease charges 32 20
Total 213 188

Notes

(1) In addition the Group incurred seasonal wet lease costs of £60m (2015: £37m) during the year.
The year-on-year increase was due in part to unplanned requirements as a result of grounded
aircraft in Condor, as well as the expansion of our long-haul programme and increased summer
demand in the UK

Aircraft operating leases charges increased by £22 million to

£120 million due to a net increase of 3 additional aircraft taking the
total fleet to 94 at September 2016 including replacing older aircraft
with 4 additional Airbus A321s (£13 million), and the impact from the
depreciation of Sterling against the US Dollar (£9 million).



EARNINGS PER SHARE

Underlying earnings per share, before separately disclosed items,
was 8.5 pence, a year-on-year reduction of 0.4 pence (FY15: 8.9 pence).

| Fvi6 | FYis |
Profit After Tax 9 19
Separately Disclosed ltems 126 120
Attributable to Non-controlling Interests 3 4
Exceptional Tax" (8) m
Adjusted Profit After Tax 130 132
Weighted Ave. # of shares (m) 1,531 1487
Underlying Earnings Per Share (Pence) 8.5 89

Notes
(i) This represents the tax impact of separately disclosed items.

The basic earnings per share for the year was 0.8 pence, a year-on-
year reduction of 0.8 pence (FY15: 1.6 pence). Further information is
included in note 11 on page 127.

LIQUIDITY AND CAPITAL STRUCTURE

During FY16 we continued to strengthen the Group's financial
position through further improvements to our capital structure
and by increasing our access to liquidity through larger bank
financing facilities.

The reduction of interest costs is a priority for the Group, as we

move towards a more efficient capital structure with less fixed

term debt. In keeping with this, we repurchased £100 million of our
2017 outstanding bonds in May 2016, with the objective of reducing
interest costs earlier than originally planned. In addition, we entered
into a new two-year bank facility in May 2016 providing up to a further
£150 million of liquidity and giving the Group more flexibility when
considering its financing options. We expect to continue to manage
our liquidity requirements through both the banking and bond
markets, taking advantage of lower pricing where possible.
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SUMMARY CASH FLOW STATEMENT"

‘ FYl6 FYI5

£m £m
Underlying EBIT 308 310
Depreciation 204 174
Underlying EBITDA 512 484
Working capital 8 139
Tax (15) (18)
Pensions & other operating (25) (20)
Operating Cash flow 480 585
Exceptional items (95) (ng)
Disposal proceeds 6 20
Capital expenditure (206) (201)
Net interest paid (129) (125)
Free Cash flow! 56 161
New equity and other = 86
Net Cash flow 56 247
Opening Net Debt (128) (326)
Net Cash flow 56 247
Other Movements in Net Debt™ (57) (49)
Closing Net Debt(iv) (129) (128)

Notes

(i) The Group uses three non-statutory cash flow measures to manage the business. Operating Cash
flow is net cash from operating activities excluding interest income and the cash effect of
separately disclosed items impacting EBIT. Free Cash flow is cash from operating activities less
capital expenditure and net interest paid. Net Cash flow is the net (decrease)/increase in cash
and cash equivalents excluding the net movement in borrowings, finance lease repayments and
facility set-up fees.

(ii) Free cash flow is cash from operating activities less exceptional items, capital expenditure and
net interest paid.

(iii) Other movements in net debt include currency translation and the reclassification of operating
leases to finance leases.

(iv)Sept 2015 Net debt has been restated for net derivative financial instruments used to hedge
exposure to interest rate risks of bank and other borrowings which totalled £11 million
(FY16: £16 million).

4]
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Free cash flow of £56 million largely reflects growth in the Group's
EBITDA of £28 million to £512 million and lower cash separately
disclosed items. Free Cash flow performance in FY16 was £105 million
below the high level achieved last year (FY15: £161 million) as our
working capital performance in FY15 was supported by a £60 million
timing benefit, as disclosed last year, which reversed in QI FY16.
Adjusting for this timing impact, free cash flow generation would
have been approximately £100 million in both years.

NET ASSETS

Net Assets increased by £23 million from £368 million at September
2015 to £391 million at September 2016. This includes a positive
revaluation of £142 million for the Group's derivatives in respect of
fuel and currency hedging, due mainly to decrease in the differential
between our hedged fuel prices and spot prices, together with a
negative revaluation of our pension liability of £114 million due to

a reduction in bond yields used to calculate the present value of
the Group’s pension obligations. During FY16 the Group contributed

Exceptional items | i im £26 million (FY15 £26 million) to the UK defined benefit pension

scheme. The triennial review of this defined benefit pension
Current year cash related exceptionals (95) (69)  scheme is due to take place in 2017 and annual paid contributions
Of which will be paid in future years 22 7 of £26 million are expected to be continued.
Prior year cash exceptionals paid in current year (13) (40)
Prior year EU261 (paid in Financial Year) (9) (16) Net assets £m
Total cash exceptional items (95) (18) 168

- 142

The Group uses a measure of cash conversion representing the (33) I
percentage of underlying profit before tax that is converted into free 368 (14 - 391
cash flow. On this basis, cash conversion has reduced in FY16 to 33% (126) (4)

(FY15: 95%) due to the working capital timing impact referred to above.
Adjusting for this impact cash conversion would have been 70% in
FY16 and 60% in FY15.

| FYl6 FYI5
Cash conversion £m £m
Underlying EBIT 308 310
Net interest (140) (141)
Underlying Profit before tax 168 169
Free Cash flow! 56 161
Cash conversion 33% 95%

Notes
(i) Free cash flow is cash from operating activities less exceptional items, capital expenditure and
interest paid.

Closing

Opening
net assets

Underlying Tax charge Separately Revaluation Revaluation  Other
net assets BT

disclosed of derivatives of pension
items liability




THOMAS COOK GROUP PLC ANNUAL REPORT & ACCOUNTS 2016 43

NET DEBT TREASURY AND CASH MANAGEMENT
The Group sources debt and finance facilities from a combination The Group's funding, liquidity and exposure to foreign currencies,
of the international capital markets and its relationship banking interest rates, commodity prices and financial credit risk are managed
group. The composition and maturity of the Group's net debt is by a centralised Treasury function and are conducted within a
summarised below. framework of Board-approved policies and guidelines.
‘ 30Sep |  30Sept The principal aim of Treasury activities is to reduce volatility by
2016 2015 | Movement . . . . .
£m £m em| wmaturity| hedging, which provides a degree of certainty to the operating
segments, and to ensure a sufficient level of liquidity headroom

2017 GBP Bond (2000 (299 +99 June2017  atalltimes.
2020 Euro Bond (45)  (388) -63 June 2020 Thg syccessful execution of policy is intended to support a
2021 Euro Bond (345)  (299) -50 June 2021 systainable low risk growth strategy. enable the Group to meet its
Commercial Paper m7) (155) +38  Various  financial commitments as they fall due, and enhance the Group's
Revolving Credit Facility® = - - May2019  credit rating over the medium term.
Finance Leases (183) (83 - Vanous e to the seasonality of the Group's business cycle and cash
Aircraft related borrowings (64) (99) *35 _ Various  flows, a substantial amount of surplus cash accumulates during the
Other external debt (26) (21 -5 Various  Summer months. Efficient use and tight control of cash throughout
Arrangement fees 23 26 -3 nfa  the Group is facilitated by the use of cash pooling arrangements and
Total Debt (1,363) (1.414) +51 the net surplus cash is invested by Treasury in high quality, short-
Cash (net of overdraft) 1,234 1286 52 term liquid instruments consistent with Board-approved policy, which
Net Debt (129) (128) a is designed to mitigate counterparty credit risk. Yield is maximised

within the terms of the policy but returns in general remain low given

hoes the low interest rate environment in the UK, the US and Europe.

(i) The Revolving Credit Facility (RCF) is shown as nil, however the Group has drawn £20 million
(£47 million in FY15) and this relates to a drawdown of the ancillary facilities of the RCF, which has . , . X .
been used solely for bonding and is thus net debt neutral. A small portion of the Group's cash is restricted in overseas

jurisdictions primarily due to legal or regulatory requirements.

The Group's £800 million Committed Facilities comprise a Revolving Such cash does not form part of our liquidity headroom calculation.

Credit Facility of £500 million, of which £20 million was drawn at

30 September 2016 (£47 million in FY15), and a £300 million bonding and
guarantee facility of which £275 million was drawn at 30 September
2016 (FY15: £247 million). All of the combined £295 million of drawn
balances have been used solely for bonding, and therefore is not
reflected in our gross debt. These Facilities expire in May 2019.

The Group's additional £150 million bank facility, which cannot be
drawn before June 2017, expires in May 2018.
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CO-OP JOINT VENTURE

From Ist December to 3Ist January every year, The Co-operative Group
and Midlands Co-operative (now Central England Co-operative) have
the right to exercise a put option in respect of their 33.5% ownership
interest in our UK retail joint venture, and we have a similar call
option over this interest. The carrying value of the discounted
obligation relating to this option is £79 million (see Note 18 on page
135). Approximately one third of this amount is payable in FY17 under
the terms of the original joint venture agreement. The remaining

two thirds will become payable within 12 months of the option

being exercised.

HEDGING OF FUEL AND FOREIGN EXCHANGE

The objective of the Group's hedging policy is to smooth fluctuations
in the price of Jet Fuel and foreign currencies, in order to provide
greater certainty for planning purposes. The proportion of our
exposures that have been hedged are shown in the table below.

The Group does not hedge the translation of overseas profits into
Sterling, and as a result of currency movements during the year,
underlying EBIT in FY16 was higher by £39 million.

The average and period end exchange rates relative to the Group
were as follows:

Average Rate Period End Rate

FYi6 | FYI5 Fvie | FYIs
GBP/Euro 1.28 1.35 116 1.35
GBP/US Dollar 1.42 1.55 1.30 1.51
GBP/SEK 11.99 12.60 .17 12.66

CREDIT RATING

The Group has maintained its ‘B’ ratings from both Standard & Poor's
and Fitch and in May 2016 was issued a rating of Bl from Moody's,
recognising our continuing progress in the transformation of Thomas

| Winter ‘ winter | Cook despite external challenges.
2016/17 | Summer 17 2017/18
Corporate ratings 2016 2015
Euro 92% 75% 38% Rating |  Outlook |  Rating |  Outlook
US Dollar 95% 84% 40%
Jet Fuel 92% 90% 56%  Standard and Poor's B  Stable B Stable
As at 31 October 2016 Fitch B Stable B Stable
Moody's Bl  Stable nla n/a

As Fuel is priced in US Dollars, our net fuel costs are influenced by
both the fuel price and the movements in the US Dollar against our
base currencies.

While net fuel costs reduced by around £90 million in FY16 compared
to the previous year, these benefits were partly offset by higher
dollar-denominated non-fuel flying costs, and partly passed on to our
customers through lower prices. For FY17, we currently estimate that
our net fuel costs will fall by a further £35 million.




The Directors have adopted alternative performance measures,
namely underlying EBIT, net debt, operating cash flow, free cash flow
and net cash flow. The Directors believe that these measures provide
additional useful information to shareholders on the underlying
trends, performance and position of the Group. These measures

are used for performance analysis. The alternative performance
measures are not defined by IFRS and therefore may not be directly

comparable with other companies’ alternative performance measures.

These measures are not intended to be a substitute for, or superior
to, IFRS measurements.

Underlying EBIT

This is the headline measure of the Group's performance, and is
based on profit from operations before the impact of separately
disclosed items.

RECONCILIATION TO ALTERNATIVE PERFORMANCE MEASURES

| FYl6 FYI5
Reconciliation to IFRS measures £m £m
Profit from operations 205 211
Separately disclosed items (Note 7) 103 99
Underlying EBIT 308 310

Management cash flow statement

The Group uses three non-statutory cash flow measures to manage
the business. Operating Cash flow is net cash from operating
activities excluding interest income, aircraft related costs and the
cash effect of separately disclosed items impacting EBIT. 