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The Freedom Travel Group Limited

Directors’ report

The directors present their annval report on the affairs of the Company, together wath the audited financial
statements This annual report covers the year ended 30 September 2012

Business review and activities . . -

The Freedom Travel Group Limuted 1s a wholly owned subsidiary of Thomas Cook Group plc, (‘the Group’) a
company that 1s listed on the London Stock Exchange The principal activities of the Company during the penod
were that of a Travel Agent and the provision of Travel agent Management services

The results for the Company show a pre-tax gain/(loss) of £2 4 mullion (2011 £0 5 mullion) for the year and
sales of £88 5 nmllron (2011 £66 5 mullion) The Company has net assets/ (habihites) of £1 4 million (2011
£(0 3) mullion) Net cash outflow/ (imflow) from operating acuviues for 2012 was £(26 3) malhion (2011 £306
mullion} The directors believe that preparing the accounts on the going concern basis 1s appropriate due to the
continued financial support of the ulumate parent company Thomas Cook Group plc

Thomas Cook Group plc operates in the UK through a number of subsidiary companies the activities of which
include packaged holidays, airrhine operations, sales channels incltuding retail & online dynamuc packaging /
component travel businesses and scheduled tour operators

Business environment

There are two distinct segments 1n the UK leisure and travel market direct suppliers and travel intermediaries
Direct suppliers are the airtines, hotels and cruise companies that sell directly to the customer Thomas Cook
operates 1n the travel intermediary segment, made up of travel agents and tour operators

Growth 1n international tourism 1s closely correlated to economic growth and has enjoyed strong and sustained
growth for most of the last three decades Whule the global econonuc crisis in 2008 and subsequent contraction
in gross domestic product and employment, combined with fuel and currency volatility, have restrained growth
1n the recent years, the long term outlook for the industry remains attractive

Strategy and future outlook

The Group operates a multi-channel distribution strategy, selling through 1ts own and third-party channels The
Group’'s own distribution channels comprise retail stores, onlime via various Group websites and call centres

In-house distnibution gives the Group greater control over the volume and cost of distributing 1ts products and,
over the last three years, the Group has increased 1n-house distnbution of package holidays from 53% to 61% of
bookings

In most of the Group’s operating segments, retail stores remam a sigmficant distnbution channel for mainstream
package holidays However, over ume, the Group’s strategy 1s to increase the share of mamnstream package
hohidays sold online

At the beginming of the financial year end, Thomas Cook and The Co-operatives merged their high street
networks to create the UK’s largest hugh street travel retailer




The Freedom Travel Group Limited

Directors’ report (continued)

Principal risks and uncertainties

The UK group have 1dentified a number of principal nsks and uncertainties that could potentially damage the
current business mode! and future growth opportunities R _ _ .- - -

e Downturn in the global economy and in the economues of our source markets leading to a reduction 1n
demand for our products and services

Failure to implement the UK turnaround plan

Any significant damage to the UK group’s reputauon or brands

Environmental risks and regulations

Mayor health and safety incident

Loss of, or difficulty in replacing, senior talent

For further information on the potential impact of these risks, and the procedures implemented by the Group to
mitigate these risks, please refer to pages 18-19 of the Group’s annual report

For details on financial risk management please refer to Note 19
Key performance indicators (“KPI’s”)

The directors of Thomas Cook Group ple manage the Group's operations on a segmental basis For this reason,
the Company’s directors believe that analysis using key performance indicators for the Company 1s not
necessary or appropnate for an understanding of the development, performance or position of the business of
The Freedom Travel Group Limmted The development, performance and position of the UK segment of the
Group, which include the results of the Company, are discussed in the finarcial review on pages 28 to 31 of the
Group’s annual report which does not form part of this report

Dividends !

The directors do not recommend the payment of a dividend 1n respect of the year to 30 September 2012 (2011
£2 5Milhion)

Directors
The directors, who served for the whole of the year, except where noted, were as follows

N Arthur (appointed 14 March 2013)

1S Ailles (appointed | October 2011 and resigned 11 January 2013}

P I Aird-Mash (appointed| October 2011 and resigned 11 January 2013)

MD Greenacre (resigned 1 October 2011}

PA Hemingway(resigned 10October 2011 and appointed 14 January 2013)

M L MacMahon (appoimted 1 October 2011 and resigned 11 January 2013)

M Nevin (resigned 1 October 201 1)

D Taylor (appointed 11 January 2013 and resigned 21 February 2013)

J Wild (appointed 14 March 2013)

Thomas Cook Group Management Services Limited (appointed 7 November 2012)




The Freedom Travel Group Limited

Directors’ report (continued)
Company secretary

C Sellars (resigned 1 October 2011)
S Bradiey (appointed 1 October 2011) _ } B} .

Directors’ indemnities

The Company has made qualifying third party indemnity provisions for the benefit of its directors, which were
made during the year and remain 1n force at the date of this report In accordance with its Articles, the Company
has granted a qualifying third party indemnity, to the extent permutted by law, to each Director The Company
also maintains Directors” and Officers’ hability insurance

Charitable and political contributions
The Company made no chantable or political donations during the year (2011 £ml)
Equal opportunities

The Company is committed to employment policies, which follow best practice, based on equal opportumues
for all employees, wrespective of sex, race, colour, disability or martal status and offers approprate traimng and
career development for disabled staff 1f members of staff become disabled, the Company continues
employment wherever possible and arranges retraimng

Employee involvement

The Company 15 also committed to providing employees wath mformation on matters of concern to them on a
regular basts, so that the views of employees can be taken into account when making decisions that are likely to
affect their imerests In the year the Company has held regular briefing meetings, supplemented by a range of
staff magazines to encourage the mvolvement of employees Surveys are held regularly as a means of measunng
the effectiveness of the ways 1n which staff are managed

Statement of directors’ responsibilities

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

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have prepared the financial statements 10 accordance with international Financial Reporting Standards
(IFRSs) as adopted by the European Umon  Under company law the directors must not approve the financial
statements unless they are satisfied that they give a true and fair view of the state of afiars of the Company and
of the profit or loss of the Company for that period In preparing these financial statements, the directors are
required to

* select smtable accounting polictes and then apply them consistently,

+ make judgements and accounting estimates that are reasonable and prudent,

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

e prepare the financial statements on the going concern basis unless 1l 1s inappropriate to presume that
the Company will continue 1n business



The Freedom Travel Group Limited

Directors’ report (continued)
Statement of directors’ responsibihties (continued)

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the

Company’s transactions and disclose with reasonable accuracy at any time the financial posihon of the - . - — _ .

Company and enable them to ensure that the financial statements comply with the Companies Act 2006 They
are also responstble for safeguarding the assets of the Company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregulanties

Provision of information to auditors

In accordance with Section 418 of the Compantes Act 2006, in the case of each director in office at the date the
directors’ report 1s approved, the following apphes

(a) so far as the director 1s aware, there 1s no relevant audit mformation of which the Company’s auditors
are unaware, and

(b) they have taken all the steps that they ought to have taken as a director in order 1o make themselves
aware of any relevant audit information and to establish that the Company’s auditors are aware of that
mformation

Independent auditors

PricewaterhouseCoopers LLP have expressed therr willingness to be re-appoimnted as auditors of the Company
A resolution wall be proposed at the next Annual General Meeting to re-appoint PricewaterhouseCoopers LLP
as auditors of the Company

The Directors’ report has been approved and 1s signed on behalf of the board by
P-____--\

P Hemingway D

Director
27 March 2013

Registered office

The Thomas Cook Business Park
Coningsby Road

Peterborough

Cambridgeshire

PE3 8§5B

England



The Freedom Travel Group Limited

Independent auditors’ report to the members of The Freedom Travel
Group Limited

We have audited the financial statements of The freedom Travel Group Limted for the year ended 30
September 2012 which comprise the Statement of comprehensive income, the Balance sheet, the Statement of
changes 1n equity, the Cash flow statement and the related notes The financial reporting framework that has
been applied 1n therr preparation ts applicable law and International Financial Reporting Standards (IFRSs) as
adopted by the European Union

Respective responsibilities of directors and auditors

As explained more fully in the Statement of directors’ responsibilities set out on pages 4 and 5. the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and fawr
view Our responsibility 15 to audit and express an opinon on the financial statements in accordance with
applicable law and International Standards on Auditing (UK and Ireland) Those standards require us to comply
with the Auditing Practices Board’s Ethical Standards for Auditors

Thus report, including the opimons, has been prepared for and only for the Company’s members as a body 1n
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose  We do not, in
giving these opinions, accept or assume responsibihity for any other purpose or to any other person to whom this
report 15 shown or into whose hands 1t may come save where expressly agreed by our prior consent in writing

Scope of the audit of the financial statements

An audit nvolves obtaining evidence about the amounts and disclosures 1n the financial statements sufficient to
give reasonable assurance that the financial statements are free from matenal misstatement, whether caused by
fraud or error This includes an assessment of whether the accounting policies are appropnate to the Company’s
circumstances and have been consistently apphied and adequately disclosed, the reasonableness of significant
accounting estimates made by the directors, and the overall presentation of the financial statements In addition,
we read all the financial and non-financial information 1n the Annual report and financial statements to 1dennfy
material inconsistencies with the audited financial statements If we become aware of any apparent matenal
misstatements or inconststencies we consider the implications for our report

Opinion on financial statements
In our opinion the financsal statements

» give atrue and fair view of the state of the Company’s affairs as at 30 September 2012 and of its
profit and cash flows for the period then ended,

» have been properly prepared in accordance with IFRSs as adopted by the European Umion, and

» have been prepared 1 accordance with the requirements of the Companies Act 2006

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

Matters on which we are required to report by exception
We have nothing to report i respect of the following matters where the Companies Act 2006 requires us to
report to you 1f, 1 our opmion

» adequate accounting records have not been kept, or returns adequate for our audit have not been

recerved from branches not vistted by us, or

» the financial statements are not in agreement with the accounting records and returns, or

s certan disclosures of directors’ remuneration specified by law are not made, or

» we have not received all the information and explanations we require for our andit

-

Craig Skelton (senior Statutory Auditor)

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

mae) 2 8 Morch 2003




The Freedom Travel Group Limited

Statement of comprehensive income
Year ended 30 September 2012

Year ended Period ended

- - - T 30 September 30 September ~
2012 2011
£000 £000
Notes Restated
Revenue 1,3 88479 66,455
Cost of sales 1 (84,263) (64,362)
Gross profit 4216 2,093
Operating expenses 4 (1,877) (2,027)
Profit from operations 2,339 66
Finance Income 5 20 432
Profit before tax 6 2,359 498
Tax 8 (593) -
Profit for the period . 1,766 498

Total comprehensive profit for the period 1,766 498




The Freedom Travel Group Limited
Registered number 03816981

Balance sheet
As at 30 September 2012

Non-current assets
Property, plant and equipment
Deferred Tax asset

Current assets

Trade and other receivables

Cash and cash equivalents

Total assets

Current habilities
Trade and other payables

Net current Assets/ (liabilities)

Total liabilities

Net Assets/ (liabilities)

Notes

10
11

12

Equity attributable to owners of the parent

Share capatal

Retained eamings

Total equity

16

30 September 30 September 1 January
2012 2011 2011
£°000 £000 £°000
T " Restated Restated”
2 2 5
5 4 4
67 6
31,392 2,075 26,309
2,841 29,089 540
34,233 31,164 26,849
34,300 31,170 26,858
(32,864) (31,500) (25,209)
(32,864) (31,500) (25,209)
1,369 (336) 1,640
{32,864) (31,500) (25,209)
1,436 (330) 1,649
130 130 130
1,306 {460) 1,519
1,436 (330) 1,649

The notes on pages 11 to 28 form part of these financial statements

The financial statements were approved by the board of directors and approved for 1ssue en 27 March 2013

Signed on behalf of the board

A

P Hemmgwaye -2

Durector




The Freedom Travel Group Limited

Statement of changes in equity
Year ended 30 September 2012

Balance at 1 October 2011

Loss for the pertod restated

Dividends paid

Balance at 30 September 2011

profit for the peniod and total comprehensive loss for the period
Balance at 30 September 2012

Issued share Retained
capital earnings Total
£000 £000 £°000
130 1.519 1,649
- 498 498
- (2,477 (2.477)
130 (460} (330)
- 1,766 1,766
130 1,306 1,436




The Freedom Travel Group Limited

Cash flow statement
Year ended 30 September 2012

) _ _ Yearended  Period ended
) ) ) 30 September 30 September
2012 2011
Notes £000 £900
Cash flows from operating activities
Cash generated from operations 17 (25,734) 30,593
Tax pad (534)
Net cash generated from operating activities (26,268) 30,593
Investing activities
Interest received 20 432
Net cash outflow from investing activities 20 432
Financing activities
Equity dividends paid - (2,476)
Net cash used in financing activities - (2,476)
Net decrease in cash and cash equivalents (26,248) 28,549
Cash and cash equivalents at beginning of year 29,089 540
Cash and cash equivalents at year end 11 2,841 29,089

10




The Freedom Travel Group Limited

Notes to the financial statements
Year ended 30 September 2012

1 General information

The Freedom Travel Group Linted 1s a company incorporated and domuciled in England and Wales
under the Companies Act 2006 The address of its registered office 1s The Thomas Cook Business Park,
Comngsby Road, Peterborough, Cambridgeshire, PE3 8SB, England The nature of the Company’s
operations and 1ts principal acuvities are set out 1n the directors’ report These financial statements are
presented in pounds sterling, which 1s the Company’s functional currency because that 1s the currency of
the primary economuc environment in which the Company operates The Company s a wholly-owned
subsichary company and 1s included within the audited consohdated financiat statements of Thomas Cook
Group plc, a company incorporated in Great Brntamn, which have been prepared 1n accordance with
International Financial Reporting Standards and filed with the Registrar of Compames

Change in accounting policy
Change 1n accounting policy

In the year the Company's became a part of Thomas cook Group Ple and aligned its accounting policy
with respect to revenue recognition as follows

1 Revenue recogmsed on departure basis rather than a booked basis
n Tour operator sales recogmsed as sales by principal rather than by an agent

D)

Current liabilities

2012 2011
£000 £000
Restated
Trade and other payables 32,864 30,661
Adjustment due to change 1n accounting policy - 838
32,864 31,500
Retained earnings
Retamned earnings for the year 1,766 1,336
Adjustment due to change in accounting policy - (838)
1,766 498
1]
Revenue
Revenue 4,216 2093
Adjustment due to change 1n accounting policy 84,263 64 362
88,479 66,455
Cost of Sales

Cost of Sales - -
Adjustment due to change in accounting policy 84,263 64,362

84,263 64,362




The Freedom Travel Group Limited

Notes to the financial statements
Year ended 30 September 2012
1 General infermation (continued)
" Adoption of new or amended standards and interpre{ations in the current yea;-
In the current year, the following new or amended standards have been adopted Their adoption has not

had a significant impact on the amounts reported or the disclosure and presentation 1n these financial
statemnents, but may 1mpact the accounting or the disclosure and presentation for future transactions and

arrangements

IAS 24 Amendment “Related parties™ 15 effective for annual reporting pertods commencing on or
after 1 January 2011 The amendment clarifies the defimtion of related parties

IFRIC 14 Amendment “Prepayments of a minimum funding requirement” 15 effective for annual

reporting periods commencing on or after 1 January 2011 The amendment remedies one of the
consequences of IFRIC 14, whereby an entity under certain carcumstances was not allowed to recognise
an asset for the prepayment of 2 rmmmum funding requirement

In addition, the Group has adopted the various amendments to international Financial Reporung
Standards and the related Bases for Conclusions and guidance made 1n the Internabonal Accounting
Board’s annual improvement process The relevant IFRSs subject to Annual Improvements 2010 and
applicable to the Group include

IFRS 3 Business Combinations

IFRS 7 Financial Instruments Disclosure

[AS 1 Presentation of Financial Statements

IAS 27 Consolidated and Separate Financial Statements
1AS 34 Interim Financial Reporting

New or amended standards and interpretations in issue but not yet effective and not EU endorsed
The following new standards, amendments to standards and interpretanons that are expected to impact
the Group, which have not been applied 1n these financial statements, were 1n 1ssue, but are not yet
effective and are not EU endorsed

IFRS 9 “Financial Instruments™ 1s effective for annual reporting penods commencing on or
after 1 Janwary 2015 The standard will eventually replace IAS 39 but currently only details the
requirements for recognition and measurement of financial assets

IFRS 10 “Conseclidated financial statements” 1s effective for annual reporting penods beginming on

or after | January 2013 This standard builds on existing principles by dentifying the concept of control

as the determiming factor in whether an entity should be included withun consohdated financial

statements

IFRS 11 “Jomnt arrangements” 1s effective for annual peniods beginming on or after 1 January 2013

Thas standard provides for a more realistic reflection of joint arrangements by focusing on the rights and
obligations of the arrangement, rather than 1ts legal form

IFRS 12 “Disclosure of interests in other entities™ 15 effective for annuat penods beginning on or

after 1 January 2013 Ths standard includes the disclosure requirements for all forms of interests 1n other

entities ncluding joint arrangements. associates, special purpose vehicles and other off balance sheet

vehicles

IFRS 13 “Fair value measurement” 1s effective for annual peniods beginning on or after 1 January

2013 This standard apphes to IFRSs that require or permut fair value measurements or disclosures and

provides a single IFRS framework for measunng fair value and requires disclosures about fair value

measurement

IAS 19 (revised 2011) “Employee benefits” is effective for annual pertods beginning on or after 1

January 2013 This amendment makes signuficant changes to the recognition and measurement of defined

benefit pension expense and termination benefits, and to the disclosures for all employee benefits

IAS 27 (revised) “Separate financial statements” 1s effective for annual penods beginming on or after

12




The Freedom Travel Group Limited

Notes to the financial statements
Year ended 30 September 2012

1 General information (continued)

1 January 2013 Ths standard includes the provistons on separate financial statements that are left after
the control provisions of IAS 27 have been included 1n the new [FRS 10

IAS 28 (revised) “Investments 1n associates and joint ventures” 1s effective for annual periods
beginning on or after 1 January 2013 This standard includes the requirements for joint ventures, as well
as assoclates, to be equity accounted following the 1ssue of IFRS 11

IAS 32 “Offseing financial assets and habiliies™ 1s effective for annual peniods beginmng on
or after 1 January 2014, and provides clarificahon on the application of offsetting rules

Management 15 currently assessing the impact of adopting these new or amended standards and
mterpretations

2 Significant accounting policies

Basis of preparation

These financial statements have been prepared in accordance with IFRSs as adopted by the EUJ and
IFRIC interpretations and with those parts of the Companies Act 2006 applicable to Compamies reporting
under IFRS

The accounting policies adopted are consistent with those of the previous financial perniod except for
those which the Company has adopted in the year

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

The Company 1s reliant on the support of the feliow group undertaking Thomas Cook Group UK
Limited This support has been formally provided and accordingly the directors of The Freedom Travel
Group Limited have prepared these financ:al statements on a going concern basis

Property, plant and equipment
Property and equipment s stated at historical cost, net of accumulated depreciation and any provision for
impairment

Where costs are incurred as part of the start-up or commussioming of an item of property, plant or
equipment, and that item 1s available for use but incapable of operating 1n the manner 1ended by
management without such a start-up or commissiomng period, then such costs are included within the
cost of the item  Costs that are not directly attributable to bringing an asset to the location and condition
necessary for it to be capable of operating 1n the manner intended by management are charged to the
Statement of comprehensive income as incurred

Depreciation on property and equipment, other than freehold tand, upon which no depreciation 15
provided, 15 calculated on a straight line basis and aims to write down their cost to their estimated
residual value over their expected useful lives as follows

Freehold buildings 50 years
Furniture, fittings and equipment 3 -5 years ,
The residual values and useful economic lives are reviewed, and adjusted 1f appropriate, at each balance
sheet date

The gain or loss on disposal of property, plant and equipment 15 calculated as the difference between the
proceeds received and the net book value of the asset on disposal, and is recogmsed on the date of
disposal n operating profit




The Freedom Travel Group Limited

Notes to the financial statements
Year ended 30 September 2012

2

Significant accounting policies (continued)

Intangible assets

Goodwill arising on the acquisition of the assets and trade of a business represents any excess of the fair
value of the consideration given over the fair value of the rdentifiable net assets or lrabilities acquired
Goodwill 1s recorded at cost less accumulated impairment losses, and 1s reviewed for impairment at least
annually Any impairment 1s recogmsed rmmediately in the Company’s Statement of comprehensive
mcome and 18 not subsequently reversed For the purposes of assessing impairment, assets are grouped at
the lowest levels for which there are separately 1dentifiable cash flows (cash-generating units) The
allocation of goodwill 1s made to those cash-generating units that are expected to benefit from the
business combination 1n which the goodwill arose

Intangible assets other than goodwll are carred at cost less accumulated amortisation and are tested for
impairment when there 1s an idication that the carrying value may not be recoverable The recoverable
amount 15 the higher of an asset’s fair value less costs to sell and value 1n use

Amortisation 1s charged over the assets useful life as follows
Computer software 3 — 10 years

The gain or loss on disposal of computer software 1s calculated as the difference between the proceeds
recerved and the net book value of the asset on disposal, and 15 recognised on the date of disposal 1
operating profit

Inventories

Inventones are stated at the lower of cost and net realisable value Cost represents purchase price
calculated on a first-1n, first-out basis Net realisable value represents the estimated selling price less all
costs to be incurred 1n marketing, selling and distributton  Provision for impairment 1s made, where
necessary, for slow moving, obsolete and defecuve stock

Revenue recogmtion and associated costs

Revenue represents the aggregate amount of travel agency commussions receivable and other services
supphed to customers 1n the ordinary course of business Revenue and direct expenses relating to
inclusive tours arranged by the Company’s letsure travel providers, travel agency commussion, insurance
and other incentives, are recogmsed on holiday departure  Other revenue and associated expenses are
recognised as earned or incurred

Statement of comprehensive income presentation and exceptional items
Profit or loss from operauons includes the results from operating activities of the Company, before 1ts
share of the results of associates and joint ventures

The Company separately discloses 1n the income statement exceptional items, amortisation of business
combination wntangibles. and [AS 39 fair value re-measurement

Exceptional wems. namely 1tems that are matenal either because of their size or their nature. and which
are non-recurring, are presented within their relevant income statement category, but highlighted through
separate disclosure The separate reporting of exceptional items helps provide a full understanding of the
Company's underlying performance

[tems which are included wathin the exceptional category include

profits/(losses) on disposal of assets or businesses and costs of acquisitions,

costs of integranon of sigmificant acquisitions and other major restructuring programmes,
signiificant goodwill or other asset impairments,

matenal write-down of assets/reassessment of accruals, reflecting a more cautious evaluation
n the light of current trading and economuc conditions (excluding errors or prior year ttems),

14



The Freedom Travel Group Limited

Notes to the financial statements
Year ended 30 September 2012

2

Significant accounting policies {continued)
Statement of co:ﬁpreilens_ive income presenfation and exceptional items (continued}
»  other individually matenal items that are unusual because of their size, nature or incidence

IAS 39 fair value re-measurement wncludes movements tn forward points related to foreign exchange

forward contracts and tume value of options in cash flow hedging relatonships Both items are subject to

market fluctuauons and unwind when the options or forward contracts mature and therefore are not |
considered to be part of the Group's underlying performance

Tax

Tax represents the sum of tax currently payable and deferred tax Tax 1s recogmsed 1n the Statement of
comprehensive income unless 1t relates to an item recogmsed directly 1 equity, in which case the
associated tax 1s also recogmised directly in equty

Tax currently payable 15 provided on taxable profits based on the tax rates and laws that have been
enacted or substantively enacted at the balance sheet date  Provision 1s made for deferred tax so as to
recognise all temporary differences which have onginated but not reversed at the balance sheet date that
result in an obligat:on to pay more tax, or a nght to pay less tax, in the future, except as set out below
This 15 calculated on a non-discounted basis by reference to the average tax rates that are expected to
apply in the relevant junsdictions and for the periods in which the temporary differences are expected to
reverse

Deferred tax assets are assessed at each balance sheet date and are only recogmsed to the extent that their
recovery aganst future taxable profits 1s probable

Deferred income tax assets and habilities are offset where there 1s a legally enforceable nght to offset
current tax assets against current tax liabilies and when the deferred income taxes relate to the same
fiscal authonty

Pensions
Pension costs charged against profits in respect of the Company’s defined contnibution scheme represent
the amount of the contributions payable to the schemes 1 respect of the accounting period

Foreign currency

Transactions in currencies other than the functional currency of the Company are translated at the
exchange rate at the date of the transaction Foreign currency monetary assets and habilities held at the
year end are translated at year end exchange rates The resulung exchange gain or loss 1s recogmised 1n
the Statement of comprehensive income

Leases
Operating lease rentals are charged to the Statement of comprehensive income on a straight-line basis

over the lease term

Revenue in advance
Customer momes received at the balance sheet date relaung to holidays commencing and flights
departing after the year end 1s deferred and classifted as revenue 1n advance

Financial instruments

Financial assets and habilites are recogmsed when the Company becomes a party to the contractual
provisions of the instrument  Fiancial assets are derecogmsed when the Company transfers the financial
asset or when the contractual nghts expire  Financial habihiues are derecogmsed when the obligation 1s
discharged, cancelled or expires The measurement of particular financial assets or habilinies 1s set out
below




The Freedom Travel Group Limited

Notes to the financial statements
Year ended 30 September 2012

2 Significant accounting policies (continued)

Derivative financial instruments

Denvatives are recogmsed at their fair value When a denvative does not qualify for hedge accounting as
a cash flow hedge, changes 1n fair value are recognised 1mmediately 1n the Statement of comprehensive
income When a denivative qualifies for hedge accounting as a cash flow hedge, changes in the fair value
that are deemed 10 be an effective hedge are recogmsed directly 1n the hedging reserve  Any meffective
portion of the change in fair value 1s recognised immediately 1n the Statement of comprehensive income

The Company does not designate any of its derivanve financial instruments as cash flow hedges and
hence takes all changes 1n fair value through the Statement of comprehensive income

Non derivative financial instruments
The treatment of non denvative financial instruments 15 set out below

Trade receivables

Trade and other receivables are recogmsed initially at fair value and subsequently measured at amortised
cost using the effective interest rate method, less proviston for impairment A provision for impairment of
trade receivables 1s established when there 1s objective evidence that the Company will not be able to
collect all amounts due according to the onginal terms of the receivables Sigmficant financial difficulties
of the debtor, probality that the debtor will enter bankruptcy or financial reorganisation, and default or
delinquency 1n payments (more than 30 days overdue) are considered indicators that the trade receivable
1s impaired The amount of the provision 1s the difference between the asset’s carrying amount and the
present value of estimated future cash flows, discounted at the onginal effectuve mterest rate The
carrying amount of the asset 1s reduced through the use of an allowance account, and the amouat of the
loss 1s recogmsed 1n the Statement of comprehensive income within “selling and markeung costs’ When
a trade recervabte 1s uncollectibie, 1t 1s written off aganst the allowance account for trade recervables
Subsequent recovenes of amounts previously written off are credited aganst ‘operating costs’ in the
Statement of comprehensive income

Trade payables
Trade payables are recogmised imtially at fair value and subsequently measured at amortised cost using
the effectsve interest rate method

Cash and cash equivalents

In the cash flow statement, cash and cash equivalents includes cash in hand, deposits held at call with
banks, other short-term highly hquid investments with onginal matunties of three months or less and
bank overdrafts In the balance sheet, bank overdrafts are shown within borrowings 1n current habihties

Provisions

Provisions are recognised when the Company has a present obligation (legal or constructive) as a result
of a past event, 1t 1s probable that an outflow of resources will be required to settle the oblhigation and a
reliable estimate can be made of the amount of the obligation The amount recogmsed as a provision 15
the best estimate of the expenditure required to settle the present obligation at the balance sheet date

If the effect 1s material provisions are determined by discounting the expected future cash flows at a pre-
tax rate that reflects current market assessments of the time value of money and, where appropnate, the
risks specific to the hability A provision for restructuring 1s recognised when the Company has approved
a detailed and formal restructuring plan, and the restructuring has either commenced or has been
announced to those affected by 1t Future operating costs are not provided for [n accordance with the
Company's pubhished environmental pohicy and applicable tegal requirements, a provision for site
restoration 1n respect of contaminated land 1s recogmsed when the land 1s contamiunated A provision for
onerous contracts 15 recogmsed when the expected benefits to be dertved by the Company from a
contract are lower than the unavotdable cost of meeting 1ts obligations under the contract




The Freedom Travel Group Limited

Notes to the financial statements
Year ended 30 September 2012

2 Significant accounting policies (continued)

" Share capital_
Ordinary shares are classified as equity

Incremental costs directly attnbutable to the 1ssue of new ordinary shares or options are shown 1n equity
as a deduction, net of tax, from the proceeds

Critical judgments in applying the Company’s accounting policies
In the process of applying the Company’s accounting pohicies, described above, management has made
the foliowing judgments that have the most significant effect on the amounts recogmsed 1n the financial

statements

Residual values of tangible fixed assets
Judgments have been made 1n respect of the residual values of property, plant and equipment Those
Jjudgments determine the amount of depreciation charged n the income statement

Key sources of estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at the balance
sheet date that have a significant nisk of causing a material adjustment to the carrying amounts of assets
and Liabilities within the next financial year are discussed below

Tax
Tax assets and habilities represent management’s estimate of tax that will be payable or
recoverable 1n the future and may be dependent on estimates of future profitability

In addiuon, esumates have been made 1n respect of the probable future ntihisation of tax losses and
deferred tax assets have been recogmised The recoverability of these assets 1s dependent on the
agreement of the losses with the relevant authonties and the estimates of future profitability

Dervafive financial instruments
Judgment is required 1n determining the fair value of denvative financial instruments at each

balance sheet date Where appropniate external valuations from financial insututions and nternal
valuations from the Thomas Cock Group treasury team are undertaken to support the carrying
value of such items
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The Freedom Travel Group Limited

Notes to the financial statements
Year ended 30 September 2012

2 Revenue
T T ) 2012 2011
An analysis of the Company’s revenue 1s as follows £°000 £°000
Restated
Commussion from sale of leisure travel services 2,985 1,153
Pnncipal Turnover 85494 65,302
Total Revenue 88,479 66,455
4 Operating expenses
2012 2011
£000 £000
Admnistrative expenses (1,877) (2,027
5 Finance Income
2012 2011
£000 £000
Bank interest receivable 20 432
6 Profit before tax
Profit before tax has been armved at after charging
2012 2011
£000 £000
Depreciatior of property, plant and equipment — owned assets - 2
Staff costs (see note 7) 203 481

Audttors’ remuneration 1s paid for centrally and recharged to the Company Amounts payable to

PricewaterhouseCoopers LLP and their associates by the Company in respect of non-audit services are disclosed
in the financial statements of Thomas Cook Group plc Other operating income stated above 1s in respect of

Management fee income from the fhight broking entity
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The Freedom Travel Group Limited

Notes to the financial statements
Year ended 30 September 2012

7 Staff costs

The average monthly number of emplE)yees‘ (mclu;img executive dlre;tors) was

2012 2011
Number Number
Management and Admin 5 11
£000 £000
Their aggregate remuneration comprised
Wages and salaries 160 417
Social secunty costs 17 34
Pension costs 26 30
203 481
Tax
2012 2011
£000 £°000
Current tax
Prior year corporation tax adjustment - -
UK corporation tax charge for the period 655 -
Total current tax - -
Deferred tax
Deferred tax adjustment 1n respect of current periods 6 -
Adjustments 1n respect of prior perieds - -
Total deferred tax (61) -
Total tax credit (594) -

Corporation tax 1s calculated at 25% (2011 27%) of the estumated assessable loss for the penod
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8

Tax (continued)

The tax credst for the penod can be reconciled to the loss per the income statement as follows

2012 2011
£000 £°000
Profit/(loss) before tax 2,359 1,337
Loss before tax multiphed by the current tax rate of
25% (2011 27%) 590 357
Tax effect of
Expenses that are not deductible for tax purposes - -
Group relief surrendered for ml consideration - (357)
Deferred tax effect of change 1n tax rate 4 -
Total income Tax charge for the year 594 -

The Finance (No 2) Act 2010 mcluded legistation to reduce the main rate of UK Corporation Tax from
28% to 27% from !st Apnl 2011 This was amended by Finance Act 2011 which reduced the rate to
26% with effect from Ist Apnl 2011 Finance Act 2011 also included legislaton to reduce the main
rate of Corporation Tax to 25% with effect from 1st Apnl 2012, this was amended by Finance Act
2012 which reduced the rate to 24% wath effect from 1st April 2012 Finance Act 2012 also mcluded
legislation to reduce the main rate of Corporation Tax to 23% wath effect from 1st April 2013 The
effect of these changes has been to reduce the deferred tax asset by £6k as at September 30, 2012
(reduce the deferred tax llablity by £4 1k as at September 30, 2011)

A further reduction 1n the main rate of Corporation Tax in the UK by 2% to 21% by 1st April 2014 and
0 20% by 1™ Apni 2015 has also been proposed and 15 expected to be enacted separately The change
has not been substanually enacted at the balance sheet date and therefore 1s not recogmsed in these
financial statements The overall effect of the proposed change 1f applied to the deferred tax balance at
the balance sheet date, would be immatenal
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Notes to the financial statements
Year ended 30 September 2012

9 Property, plant and equipment

Cost or valuation

At 1 October 2011
Additons

Dusposals

At 30 September 2012

Accumulated depreciation and impairment

At | October 2011
Charge for the period
At 30 September 2012

Carrying amount
At 30 September 2012

At 30 September 2011

Furniture,
fittings and
equipment Total
£000 £°000
15 15
15 15
(12) (12)
(1} (1)
(13) (13}
|
2 2 |
2 2 ;
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10 Trade and other receivables

2012 2011
£000 £7000

Current assets
Trade recervables {3) 957
Less provision for impairment of trade receivables - -
Trade receivables — net 3] 957
Other taxes and social securnty - 178
Other receivables 439 15
Depostits and prepayments 1,179 739
Amount due to group undertakings 29,771 186
31,392 2,075

Credit risk

The Company’s pnincipal financial assets are trade and other receivables, and amounts due from other

Group undertakings

The Company’s credit risk i1s primanly attributable to these trade receivables The amounts presented 1n
the balance sheet are net of atlowances for doubtful receivabies An allowance for impairment 1s made
where there 1s an 1denufied loss event which, based on previous experience, 1s evidence of a reduction 1n

the recoverability of the cash flows

The Company has no significant concentration of credit risk, with exposure spread over a large number

of counterparties and customers

11 Cash and cash equivalents

2012 2011

£°000 £000

Cash at bank and 1n hand and overdrafis 2,841 29,089
2,841 29,089

For the purpose of the cash flow statement, cash and cash equivalents compnse deposits with banks,

bank and cash balances The carrying amount of these assets approximates their far value
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12 Trade and other payables

2012 2011
£000 £000
Restated

Current habilities
Trade payables (27,382) (26,475)
Other payables Social security and other taxes (713) (194)
Accruals (4,032) (4,329)
Corporation Tax payable {623) (502)
Amounts due to Group undertakings (114 -
(32,864) (31,500)

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

The amounts owed to the Group and subsidiary undertakings are unsecured, payable on demand

13 Deferred tax
There are no offset deferred tax assets or habilities 1n these financial statements

The gross movement on the deferred income tax account 1s as follows

2012 2011

£000 £000
Beginning of penod 4 4
Income statement credit 61 -
End of period 65 4
Movemenis on the deferred taxatton assets and hiabihties are as follows
Deferred tax assets Accelerated tax Other Total

depreciation £000 £0
£000

At 1 October 2011 4 - 4
Current year tax (charge)/credit to the income statement 1 60 61
Balance at 30 September 2012 5 60 65
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13 Deferred fax (continued) - -

Deferred tax hability

At 1 October 2011
Current year tax {charge)/credit to the income statement
Disposal on transfer of trade and assets

Balance at 30 Septernber 2012

Accelerated tax Other

depreciation

£000

Total
£000

£000

At the balance sheet date, the company had short term timing differences of £276k (2011 £14K) available
for offset against future profits There are no unrecognised deferred tax assets or liabilities

14 Financial instruments

Carrying values of financial assets and habilities

The carrying values of the Company’s financial assets and liabilities as at 30 September 2012 and 2011

are as set out below

At 30 September 2012
Trade and other recervables
Cash and cash equivalents
Trade and other payables

At 30 September 2011
Trade and other recervables

Cash and cash equivalents
Trade and other payables

Loan and  Financial liabilities
receivables at amortised cost
£000 £7000
31,392 -
2,841 -

- {32,864)

34,233 (32,364)
Loan and  Financial habilities
recervables at amortised cost
£000 £000
2,075 -
29,089 -

- (31,500)

31,164 (31,500)
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.15 Financial risk - - -

The Company 15 subject to risks related to changes 1n interest rates, counterparty credit and hquidity
withun the framework of 1ts business operations

Liquidity risk

The Lhiquidity position of the Company 1s sigruficantly influenced by the booking and payment pattern of
customers As a result, hquuduty is at its lowest in the winter months and at its hughest 1n the summer
months The Company manages the seasonal nature of 1ts hiquidity by making use of its bank revolving
credit facility

Short-term hiqurdity 1s pnmanily invested m bank deposits
Financial hiabihities are analysed below based on the time between the period end and their contractual

matunty The amounts shown are estmates of the undiscounted future cash flows and will differ from
both carrying value and fair value

Amount due
n less than  between 3 and between 1 in more
3 months 12 months and 5 years than 5 Total
At 30 September 2012 £000 £000 £000 years £000
£000
Trade and other payables (25,607) (7,257 - - (32,864)
Total (25,607) (7,257) - - (32,864)
Amount due
in less than  between 3 and between 1 in more
3 months 12 months and 5 years than 5 Total
At 30 September 2011 £000 £000 £000 years £000
£7000
Trade and other payables (24,544) (6,956) - - (31,500)
Total (24,544) (6,956) - - (31,500)

Counterparty credit risk

The Company 15 exposed to credit nsk in relation to deposits, denvatives with a positive fair value and
trade and other receivables The maximum exposure in respect of each of these items at the balance sheet
date 15 therr carrying value The Company assesses 1ts counterparty exposure 1n relation to the investment
of surplus cash, foreign exchange and undrawn credit facilittes The Company uses published credit
raungs, credut default swap prices and share price performance 1n the previous 30-day period to assess
counterparty strength and therefore to define the credit mit for each counterparty

The Company’s approach to credit nisk in respect of trade and other receivables 1s explained 1n Note 10
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15 Fmmanaal Risk (continued)
Capital Management

The Company’s objective when managing capital 1s to safeguard the company’s ability to continue as a
going concem

In order to maintain or adjust the capital structure, the Company may adjust the amount of dividends paxd
to shareholders, return capital to shareholders, 1ssue new shares or selt assets to reduce debt

The company momtors capital on the basis of net assets and the company strategy 1s 10 maintain a net

asset position, the values of which are shown on the balance sheet at 30 September 2012 and 30
September 2011

16 Share capital

2012 2011
£000 £000
Authorised:

150,000 (2011 150,000) ordinary shares of £1 each 150 150
150 150

Issued and fully paid:
130,000 (2011 130,000) ordinary shares of £1 each 130 130
130 130
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17 Notes to the cash flow statement - T T

Profit before tax

Adjustments for
Financial income
Depreciation of property, plant and equipment
Loss on disposal of property, plant and equipment
Impairment of intangible asset
Amortisation of intangible assets
Loss on disposal of goodwall

Operating cash inflows before movements in working capital

(Increase)/decrease 1n trade and other receivables

Increase i trade payables

Net cash {Outflow)/ inflow from operaung activities

2012 2011
£000 £000
2,359 498
20) (431)

1 2

2,340 69
(29,317) 24,233
1,243 6,291
(25,734) 30,593

Cash and cash equivalents comprise cash at bank and other short-term highly liquid investments with a

maturity of three months or less

18 Related party transactions

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

Amounts  Amounts
owed by owed to
Saleof Purchase related related
Trading transactions goods  of goods parties parties
2012 2012 2012 2012
£'000 £°000 £000 £000
Parent and fellow subsidiary undertakings 3,746 - 29,371 (6,428)
Amounts  Amounts
owed by owed to
Sale of Purchase related related
Trading transactions goods  of goods parties parties
2011 2011 2011 2011
£000 £'000 £000 £000

Parent and fellow subsidiary undertakings

18 Related party (continued)
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The Company’s revenue represents the aggregate amount of travel agency comrmusstons receivable and
other services supplted to customers n the ordinary course of business Only the commussion receivable
element of a hohday payment 15 recogmised n the income statement - the balance of the amount payable
by the customers is collected by the Company on behalf of the travel prowider and 1s not included n
either purchases or sales

The amounts outstanding are unsecured and will be settled in the normal course of busingss No
guarantees have been given or recetved No provisions have been made for doubtful debts n respect of
the amounts owed by related parties
Other trading transactions
During the year, the Company did not enter into any transactions with related parties who are not
members of the Thomas Cook Group

19 Ultimate controlling party
Themas Cook Group ple, incorporated 1n Great Britain, is the Company’s ultimate parent company and
ulttmate controlling party
The largest and smallest group 1n which the results of the Company are consolidated 15 that of which

Thomas Cook Group plc 1s the parent company The consolidated accounts of Thomas Cook Group plc
may be obtained from 6™ Floor South, Brettenham House, Lancaster Place, London, WC2E 7EN
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