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THURSDAY

The Annual Report of Carmival ple comprnises the Strategic Report and Carmival ple consolidated and
company TFRS Financial Statements contained herean, together with certain parts of the Proxy Statement
(including its Annexes), dated February 19, 2016

The Carmval plc consohidated IFRS Financial Statements, which are required to satisfy reporing
requirements of the Compames Act 2006, incorporate the results of Carmval pic ard its subsidiaries and,
accordingly, do not include the IFRS consohdated results and financial positon of Carnival Corporation
and its subsidiaries. However, the Ihrectors consider that, within the Carmval Corporation and Carmval
plc dual histed company (“DLC”) arrangement, the most appropriate presentation of Carmval ple’s results
and finanaal position is by reference to the Carnival Corporation & ple U.S GAAP consohdated financial
statements (“DLC Fmancial Statements”). The DLC Financal Statements are included in the Carmival
Corparation & ple 2015 Annual Report (“DLC Annual Report’”), which 1s prepared to satisfy U S.
reporting requirements. Accordingly, the DLC Annual Report (contaiming the DL.C Financia) Statements)
1s included in Annex 1 to the Carmival plc Annual Report.
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En order 1o obtain a better understanding of the Camival Corporatton & ple business, financial conditton and
results of operations, the Carmival plc stakeholders should read the items referenced below inclueded 1n the Proxy
Statement, Annex 1 and Carnsval Corporation & ple joint Annual Report on Form 10-K (“Form 10-K”),
addition to the Camival ple Strategic Report and IFRS Financial Statements contamed herein

The locations where the Carmival ple Annual Report Documents and Other Information can be found are as follows
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Strategc Report

The Durectors consider that, within the DLC arrengement, the most appropnate presentation of Carmival plc’s
business strategy is by reference to the consolidated sirategy of Carmival Corporation & ple Accordingly, this
Strategic Report presents the required strategy and business review for the combunted group in order to sausfy
reporting requirements of the Compames Act 2006

Dear Shareholders,

2015 was a very strong year for our company We accelerated progress toward our goal of delivenng a double-
digit return on our investment with eamings that were over 40 percent higher than 2014 — and that was on top of
nearly 25 percent growth in 2013 We achieved over 4 percent higher revenue ytelds while cur ongoing efforts to
leverage our industry-leading scale helped to contain costs Qur adjusted eamings exceeded $2 billion (U S
GAAP carnings of $1 8 billion) Record cash from operations topped $4 billion which was more than enough to
fund our capital commuments and sull return 1n excess of $1 bithion to shareholders through a 20 percent
increase 1n the annual dividend and the ongoing repurchase of Carnival stock
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These strong resulls were a tnbute 1o the outstanding efforts of our 120,000 shipbozard and shoreside team )
members who create excepuonal vacation expenences for nearly 11 million guests annually, along with the vital

suppori of our travel agent partners around the globe Their combined efforts cnabled us to overcome a vanety of

obstacles in 2015 and to exceed the huigh-end of the full-year guidance we provided at the beganming of the year

These obstacles included macroeconomic and geopohucal challenges, and the usual weather and other one-off

events as well as a $0 10 per share drag from fuel prices and currency fluctuatons compared to our earlier

guidance

We enjoyed strong performance on both sides of the Atlanuc, particularly it North Amenca In fact, some of our
brands have reached the double-digit return threshold already, including our flagship brand Carmival Cruise
Lmne, We are very proud of the Camival Cruise Line team, which has worked so hard and so effectively to
accelerate the brand’s return to double-cigits

THE PATH TO DOUBLE-DIGIT RETURNS

Looking ahead, we arc working hard to deliver double-digit return on our investment across the entire
corporation through our ongoing efforts to dnve demand 1n excess of measured capacity growth and to capiure
the inherent value of our industry-leading scale )

Measured Capacity Growth

We remarn focused on maintaining measured capacity growth by delivening innovative, more efficient shaps,
whule at the same ume removing less efficient vessels from our fleet

During the year, progress continued on our fleet-enhancement program as we finalized agreements for eight new
cruise ships for delivery between 2018 and 2020 as pan of our strategic partnership with Fincantien in hualy and
Meyer Werft in Germany and Finland

These new ships will be among the most efficient we have ever built and wil sigmficantly enhance the retum
profile of our enure fleet Several of these next-generation ships will proneer a new era in the use of sustainable
fuels through our “green cruising”” design represented by the first crwise ships to be powered at sea and in port by
liquefied natural gas, considered the world's cleanest burning fossil fue! These ships will also introduce a host of
mnovative guest expenences that we will announce 1n the coming months

We are especially excited about our new ship deliveries in 2016, including A/DAprima, Carmival Vista, Holland
Amenca Komngsdam and Seaboumn Encore Among the innovauve featres designed (o further complement the
guest experience umque 10 each brand, these new additions bning to the fleet an outdoor ice rink, a lazy niver nde.
the first ship-top open-air cycling skynde, the first IMAX theatre a1 sea and Blend, the first purpose-built
personalized shrpboard wine-blending venue We cxpect each ship delsvery to help dnve demand well in excess
of our planned capacity growth

Even with these four new ships, our capacaty growth in North America and Europe will be less than 2 percent in
2016 As anucipated, our overall 3 5 percent capacity growth will again be weighted toward Asia Pacific as we
transfer capaciy to meet increasing demand 1n that region

Accelerating Demand
I am very proud of our teams’ many accomphishments las1 year Those efforts included our mults-faceied
campaign built around the 2015 Super Bowl, which generated more than 10 billion posiive media impressions
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dunng the height of wave season, P&O Cruises’ delivery of Britanma, the targest ship ever built specifically for
Briush guests and named by Her Majesty the Queen, Princess Cruises” 50th annuversary celebration, which
reunited the onginal cast of “The Love Boat” ieleviston series, and featured an award-winming float in the Rose
Parade. Cunard's 175th anmiversary salute to Liverpool where the three Queens — Elizabeth, Victona and Queen
Mary 2 - captivated | 3 mullion onlookers 1n what may have been the largest attendance at 2 single day mantime
event wn history, and, most recently, our histonce five-ship event in Sydney Harbor for P&O Cruises (Austraha)

These well-crafted opportunities showcase our brands, increase consumer awareness and bolster consideration
for a cnse vacation In fact, our posiuve media impressions are up three-fold n just two years

In 2015, we made significant progress on many other mmtiatves designed to achieve consistent revenue yield
improvement by creating demand that surpasses supply

Of course, the best way to increase demand 1s to continue to exceed guest expectations One way 1o accomplhish
that 15 to bnng the best specally restaurants and celebnty chef—designed menus to sca Our growing hist of
renowned chefs includes Thomas Keller, Australian chef Curtis Stone and chocolatier Norman Love, joiming
Marco Prerre White, Guy Fien and David Burke, among others

We continue to enhance our entertainment offerings across our brands with the addiion of B B King’s Blues
Club, the live interactive mustc expenence Billboard Onboard, The Yoice of the Ocean, Lincoln Center Stage
and new productions by Stephen Schwartz, award-winning composer of “Wicked,” along with o hest of
technelogical and programrming mnovations

The diversity of great entertamners aboard our ships keeps growing with headlhiners like country music supersiar
Came Underwood, folk legends Crosby, Sulls and Nash, jazz star Herbie Hancock, and even the Gnnch, through
Camuval Cruise Line’s Seuss st Sea program  And, to give consumers yet another reason 1o take a cruise, we will
host our first Fashion Week at sea in 2016

These, along with fresh retal and gaming opuons, are all designed to offer guests even more of what they want
and i turn dnve higher cnboard revenue

Qur focus 15 on consistently exceeding guest expectations and creaung hifelong advocates Customer feedback
indicates that we are continung to deliver on our guest experience, and the mntent o repeat 1s very strong across
our brands

New Market Opportunines

We reinforced our leadership position in the burgeoning China cruise region with the successful introduction of 2
fourth shup 11 2015 We are well posiioned 1n 2016 with two more year-round ships - onc cach for the Costa
Cruises and Pnincess Cruises brands

We expeci to bolster our growth 1n China for years to come Beyond 2016, Pnncess Cruises’ Majestic Princess,
the first ship buih specifically for Chinese guests and designed to sumulate consumer demand, will enter China
along with both our Carmival Cruise Line and AIDA brands Entening China with muluple brands enables us to

grow our presence faster and achieve deeper penetration by providing cruise experiences mmed at differentiated
segments In addition, we recently signed a jomt venture with the Chuna State Shapbuilding Corporation and the
China Investment Corporation to further our growth in this region

We are well pesitioned to capitalize on the growing demand for international travel among Chinese consumers
following the recent easing of travel restnctions coupled with a growing upper muddle class Chinese outbound
travelers, already estimated at 135 mithion strong, are expected to grow to 200 mmullion by 2020 Over ume we are
conftdent that China will rank among the largest source regons for cruises

While today China represents just 5 percent of our global capacity, we expect it 1o continue to be an expansive
growth region for us By shifing capacity growth from North America and Europe to the fasi growing China
region, we are further fostering combined revenue yield growth

Working Together to Unlock our Potental

Our team 1s totally engaged in captuning the full benefit of the latent opportunity inherent 1n our industry-leading
scale = 1n both dnving revenues and contaiung costs

The more than 5 percent onboard revenue growth achieved 1n 2015 1s an affirmation of the inherent power of
harnessing our collective efforts as we embrace a fundamental behavioral change through commumicating,
collaborating and coordinating across our 10 world-leading brands
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Improved coordination among our brands has also contnbuted to revenue yield improvements, and we have
completed the design phase of a common revenue management sysiem across a number of our brands

Signuficant progress was also made delivenng cost savings in 2015 in a vanely of procurement areas including
air travel, food and hotel supplies We have identified additional apporiunities (o leverage our scale to reduce
costs while enhancing the guest expentence 1n 2016 and beyond These efforts will deliver a cumulative total cost
savings of $170 mullion since we began the conversation just over two years ago and will conunue to be rolled
out over ume and help to offset inflauion

Sustainable Operanions

Our reputauion and success depend on having sustainable and transparent operattons We continually strive to
ensure cruising 15 the most enjoyable vacation expenence for our guests We fulfill this commutment by keeping
guests and crew members safe, protecung the environment, developing our workforce, strengthening our
stakeholder relations, enhancing the port communiues our ships visit and mantaining our financial strength We
also stnive to be a responsible global corporate citizen and to be a company that people want to work for

We continue to make progress on many fronts 1n our sustmnability journey and we have expanded our corporate
goals beyond our carbon enussions reduction goal to develop 10 new sustainability goals These goals are
focused on further reducing our environmental footprint by 2020, enhancing the health, safety and secunty of our
guests and crew members, and ensuring sustainable business pracuces across our brands and business partners

Developmg and implementing advancements in technology 1s also an important component of our sustainability
strategy We conuinue to dnve innovation and technological breakihroughs within the cruise and mariitme
industnes We have taken the lead on developing solutions to meet the operational parameters of new fuel-
emassion regulauions and have embarked on a process of installing new exhaust gas clearung systems on our
ships

In a further effort 1o have a posiive impact, we have introduced our newest brand Fathom, whach 15 pioneening a
new travel category we call impact ravel The Fathom approach incorporates mindful, purpose-dnven activities
and programs that enable guests to have a real, sustainable impact on the communities we visit, and a umquely
rewarding expenence

DELIVERING ALONG THE PATH

Growth 15 the result of a combination of well-executed business plans and innovation that makes a difference
Qur efforts in China, our new ship platforms, our ongoing brand innovauons and our investments 1 the travel
expenence of the future are all building blocks We have much more to do to keep the momentumn going in 2016
and beyond

While we bnefly celebrate 2015 — an overall very good year for our corporation and our shareholders — we
remain focused on our pnmary objecuive We have a clear strategy to dehiver double-digit return on 1nvestment in
the next two to three years

Thank you for your confidence and your shared vision of building upon the great legacy that 1s Carnaval
Corporation & plc as we continue to deliver the world’s greatest holiday expenences

Amold W Donald
President and Chief Executive Officer
February 19, 2016
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2. Business.

A. Overview

1. Summary

Camival Corporation was mncorporated in Panama in 1972 and Caruval plc was incorporated 1o England and
Wales m 2000 Camival Corporatton and Carmuval plc operate & DLC, whereby the businesses of Carmival
Corporation and Carmaval plc are combimed through a number of contracts and through provisions in Carnival
Corporation’s Arucles of Incorporation and By-Laws and Carruval plc’s Articles of Association The two
companics operate as 1if they arc a single economic enterpnse with a single sentor executive management team
and identical Boards of Directors, but each has retained its separate legal idenuty Carmuval Corporation and
Carmival plc are both public companes with separate stock exchange bstings and thewr own sharcholders See
Note 3, “DLC Amangement” of the DLC Financial Statements, which are included in Annex 1, but do not form
part of these Carmival ple financial statements Together with their consohdated subsidianes, Carmival
Corporauon and Carmuval plc are referred to collectively within this Strategic Report as “Carmival Corperation &
ple,” “our,” “us™ and “we "

We are the largest leisure travel company in the world, and among the most profitable and financially strong with
a market capitalization of over $35 billion at February 19,2016 We are also the largest cruise company having
camed 47% of global crwise guests i 2015 and a teading provider of vacauons 10 all major cruise desunations
throughout the world (see Item 2 Business C "Our Global Cruise Business — Cruise Programs™) We operate 99
cruise ships within a portfolio of ten leading global, regional and national cruise brands that sell ttored cruise
products, services and vacation expenences tn all the world’s most important vacation geographic areas We
believe having globat and regional brands that are serving muluple countries and national brands that are tilored
to serve mdividual countries provides us with a umique advantage to compete within the entire travel and leisure
market for consumers’ discretionary vacation spending The descriptions of the principal vacation geographic
areas where we source substanually afl of our guests and our brands that market pnmanly to these guests are
discussed 1n Item 2 Busmess C “Our Global Cnuise Business — Pnncipal Source Geographic Arcas and Cnuse
Brands "

1. Yision, Goals and Related Stratemes

Our vision s to deliver unmatched joyful vacation expenences and breakthrough total shareholder retums by
exceeding guest expectations and achieving the full benefits mherent i our scale We believe our portfolio of
global, regional and national brands 1s nstrumental to us achieving our vision and mamtaIMINg our cruise
industry leadership positions, which includes having a leading cruise brand selling n each of our pnmary source
geographic areas largeting spectfic guest segments Our pnmuary financial goals are to profitably grow our cnnse
busmess and increase our return on mvested capital, reaching double digrt returns in the next (wo to three years,
while mamntaining a strong balance sheet Our ability to generate sigmficant operating cash flows allows us lo
wnternally fund our capital investments As we drive toward double dign returns with mncreasing operating cash
flows, we are commutted 10 returning free cash flows to our shareholders in the form of dividends and/or share
buybacks In 2015, we mcreased our quarterly dividend by 209 to S0 30 per share from $0 25 per share and
repurchased $276 rrullion of our shares In additon, we are commutied (0 maintaining our strong mvestment
grade credit ratings

To reach our pnmary finaneial goals, we conunue 10 smplement 1mtiatives 1o creaie addinonal demand for our
brands, ulumately leading 10 hugher revenue yields We belicve measured capacity growth further dnves higher
revenue yields We will continue to sdentify opportunitics 1o enhance our cruise products and services and
opurmize our cost structure while preserving the umque idenuties of our mdividual brands 'We have made
sigmficant mvestments to gain tsight into our guests’ decision making by evaluating data included 1n our global
database of guests to idenuify vacationers’ needs cnabling us to further grow our share of their vacation spend

We have also implemenied sirategies to grow demand by increasing consumer awareness and consideration of
our cruise brands and the global crise industry through coordinated media communication, expanded trade-show
presence and advertsing

Furthermore, we continue 1o identify and implement new strategies and taclics to sirengthen our crmse ucket
revenue mansgement processes and systems across our portfalio of brands, such as optirmzing our pricing
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methodologies and improving our pricing models In addition, we are in the process of developing a state-of-the-
art revenue management system that will ulumately enable our brands Lo further optimize pricing and inventory
We are also implemenung new mutiatives to better coordinate and optimize our brands’ global deployment
strategees to maximuze guest sausfacuon and winerary profits We have tools and are implementing big data
analytic solutions that will continue to enable us to perform customer segmentation analyses, evaluate our guests’
decision making process and tdentify new growth opportunities to expand our customer base We are also
implementing 1mitiatives to strengthen our onboard revenue programs

We believe that we have significant opportunities (o continue 10 grow our presence in Chuna due to 1ts large and
growing middle-class population and expansion of their intemanonal tounsm Itis esumared that Chinese cruise
demand will increase to over 4 0 mullion annual cruisers by 2020 The Chinese government has expressed a
strong desire to transform China into a leading global cruise region and 1s making subsianual investments 1n
cruise-related mfrastructure As we execute our strotegy 1o accelerate growth in China, we have the benefit of
nne years of local expenience to help gutds our expansion and enhance our cruise products and services to make
them cven more attractive 1o our Chinese guests
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With 99 ships and more than 10 8 milhon guests 1n 2015, we have the scale 1o optimize our structure by utilizing
our combined purchasing volumes and common technologies as well as implementing cross-brand imuatives
aumed at cost contwnment We have estabhshed global leadership positions for communications, guest
expenence, mantime, procurement, revenue management and strategy to increase collaboration and
commurucation across our brands and help coordinate our global efforts and imuauves In addition, we are
mtegratng certamn back office funcuons to achteve the full benefits of our scale

We are building new, innovative, purpose-built ships that are larger with a greater number of balcones, more
fugl cfficient and have a wider range of onboard amemities and features These ships enable us to better compete
with other vacation options for consumers' vacation spend while achieving greater economues of scale resuliing
1n 1mproving returns on mvested capital As of February 19, 2016, we have a total of 17 cruise ships scheduled to
be delivered between 2016 and 2020 Some of these ships will replace existing capacity as less efficient ships
exi our fleet Since 2006, we have removed 17 ships from our fleet and wall remove one more ship 1n March
2016 We have a disciplined, measured approach to capacity growth so that we achieve an optimal balance of
supply and demand 1o maximize our profitabiity We continue to make substannal investments in our existing
ship enhancement programs 10 improve our onboard product offenings and enrnch our guests” vacation
expenences

Our viston 15 based on four key pillars that are linked to cach other
* Health, environment, safety, secunty and sustainability,
*  Guests,
+ Employees and
+ Shareholders and other stakeholders

Health, Environment, Safety, Security and Sustainability

We consider health, environment, safety, security and sustainability matiers to be core guiding principles Our
uncompromising commutment to the safety and comfort of our guests and crew 1s paramount to the success of our
business We are commuited to operating a safe and rehable fleet and protecting the healih, safety and secunty of
our guests, employees and all others workung on our behalf, thereby promoting an orgamzauon that 15 free of
injunes, sliness and loss We contunue to focus on further enhancing the safety measures onboard all of our ships
We are also devoted to protecung the environment in which our vessels sasl and the communities in which we
operate We are dedicated to fully complying with, or exceeding, all relevant legal and statutory requarements
retaled to health, environment, safety, security and sustanablity throughout our business Sec Iiem 2 Business
C “Our Global Cruise Business™ for further informatton

Guests
Our goal 15 1o consistently exceed our guests’ expectations while providing them with a wide vanety of
exceptional vacation expenences We believe that we can achieve this goal by continnally focusing our efforts on

helping our guests choose the cruise brand that will meet their unique needs and desires, improving thesr overall
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vacauon expenences and bulding state-of-the-art ships with innovative onboard offerings and unequaled guest
services We are conunuing to work on the next generation of innovative guest €Xpenences so as to ensure we
will be consistently exceeding our guest expectations

Employees

Qur goal 1s to recruit, develop and retain the finest shipboard and shorestde employees A team of hughly
motivated and engaged employees is key to delivenng vacauon expenences thal exceed our guests” expectations
Understanding the cntical skills that are needed for outstanding performance 1s crucial in order to hire and train
our crew and shoreside personnel We believe 1n listerung 10 our employees’ perspectives and ideas and use
employee feedback tools to monitor our progress in this area We are o diverse organization and value and
support our talented and diverse employee base We also are comnutted to employmg people from around the
world and hinng them based on the quality of their expenence, skills, educauon and character, without regard for
thesr identification with any group or classificauon of people

Shareholders and Other Stakeholders

We value the relationships we have with our shareholders and other stakeholders, including travel agents,
communites, regulatory bodies, media, creditors, insurers, stupbuilders, govermments and suppliers We behieve
that engaging stakcholders 1t @ mutually beneficial manner 15 cnitical to our long-term success and key for us to
reahze our vision As part of this effort, we believe we must continue (o be an outsianding corperate ciizen tn the
communities in which we operate Our brands werk (o meet or exceed their economic, environmental, ethical and
legal responsibilities

Strong relationships with our travel agents are especially wital to our success 'We continue 10 strengthen our
relauonstup with the travel agent community by increasing our commumnication and outreach, implementing
changes based on travel agent feedback and improving our educational programs to assist agents in sumulating
cnuse demand

B. Global Cruise Industry

I. Overview

The mults-ught global crutse industry has grown significantly but sull remains a relatively small part of the
wider global vacauon industry, which inctudes a large vanety of land-based vacation altemauves around the
world Within the global vacation industry, critise compantes compete for the discretonary income spent by
vacationers A 2015 Neelsen Global Consumer Confidence Survey found that after providing for savings and
living expenses, the number one global spending prionty s for vacauons As a result of these and other favorable
cruise industry charactenstics, we believe that the global cnuise mdustry has the opportunity to capiure a greater
share of consumers’ spending

Cruismg offers a broad range of producits and services to sut vacauomng guests of many ages, backgrounds and
interests Cnuse brands can be broadly classified as offering contemporary, premium and luxury cruise
expenences The contemporary expenence typically includes cruises that last seven days or less, have a more
casual ambiance and are less expensive than premum or luxury cruises The premium expenience typically
1ncludes cruises that last from seven to 14 days and appeal to those who are more affluent and older Premium
cruises emphasize quality, comfort, style and more destinatron-focused itineranes, and the average pricing s
normally higher than contemporary cruises The luxury expenience is usually charactenzed by smaller vessel
size, very high standards of accommodation and servece, higher prices and exotic itineranes 1o ports that are
naccessible to larger ships We have product and service offenngs 1n each of these three broad classificanons
Notwithstanding these classifications, there generally 1s overlap and compeuuon among all cruise products and
services

II. Favorable Characteristics of the Global Crmise Industry

a. Exeeptional Value Proposihion

We believe that the cost of a cruise vacation represents an excepuional value in comparnson to altemative land-
based vacations Cruising provides many relatively unique benefits, such as transportation to vanous destinations
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while also providing accommodations, a generous diversity of food chotces and a selecuon of daly entertainment
options for one all-inclusive, competiive price To make cruging even more cost effecuve and more easily
accessible to vacationers, the cruise industry typically offers a number of dnve-to home ports, which enables
many cruise guests to reduce their overall vacation costs by ehminatng or reducing aur and other transportation
costs

b. Relatively Low Penetration Levels

Based on industry daia, the 2015 annual penetration rates when computed based on the number of annual cruise
guests as o percentage of the total population are as follows (a)

* 4 0% for Australia and New Zealand,

* 3 4% for North Amenca (b),

»  27% for the United Kingdom (“UK™) and
+ 1 9% for continental Europe (c)

(a) 2015 annual penetration rates were computed based on the histoncal rumber of cruise guests carmed
for at least two consecuuve nights obtained from G P Wild (International Limuted) ("G P W11d™), an
independent cnuse research company and internal esimates

(b) For the purpose of the penetration rate calculation, North Amenca is compnsed of the United States
of Amenca (“U S ") and Canada

{c} For the purpose of the penetratton rate calculauon, continental Europe 1s comprised of Germany, ltaly,
France, Span and Portugal

Crwsing in China 1s 1n the early stages of development Over the past decade China has been, by far, the world’s
fastest growing tounsm source area With a growing muddle class, almost 135 mulhion Chinese tounsts are
expected to have traveled abroad m 2015 and 1115 expected to grow to 200 riilion by 2020 About 90% of
Chinese outbound travel happens 1n Asta, with most destinations reachable by sea We behieve the cruise segment
of the Chinese vacation region has significant long-term growth potential given s early stage of development
with healthy demand from a large and growing middle-class population, the casing of travel restnctions and
increasing support from the Chinese government

¢ Wide Appeal

Cruising appeals (o 2 broad range of ages and mncome levels Cruising provides sometiung for every generation,
from kids’ clubs to an array of onboard entertainment designed to appeal to teens and adults Crwising also offers
transportation to a vaniety of desunauons and a diverse range of ship types and s1zes, as well as pnce points, to
attract guests with varywng tastes and from most income levels To encourage first-iume and repeat cruisers and
betler compete with other vacaion alternauves the cruise industry has done, amaong other things, the following

¢ Expanded entertainmem options, * Offered shorter cruises from a vanety of
« Provided flexible diming options including home ports,

open-scauing dining, + Offered money-back guarantees,
*  Added branded specialty restaurants, bars + Added more shipboard attractions,
and cafés, + Refocused marketing efforts,
« Enhanced intemnet and commumcation + Enhanced trmmung of travel agenis and
capabilitses, + Collaborated with well-known brands 1o
attract more familes
d. Posisve Demand Trends

The average age of populations n established cruise regrons 1s increasing The average age of a cruise guest,
whuch vanes by brand, ranges from approximately 40 years to 60 years in establhshed cruise regions Between
2015 and 2025, the number of people 1n the erinse business’ pnmary age group of 45 years and older 1s expected
to grow by 18 mallion, or 12%, i the U S and Canada, 13 nulhon, or 9%, in the major Western European
countntes and 1 5 mulhion, or 17%, in Australia

The baby boomer generation, or those born between 1946 and 1964, 15 the most acuve older populatton group 1n
history The youngest m this group, who are in their fifties, are typically expenencing thetr peak earning years
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Some of the oldest 1n this group, who are n their late sixties, are defying wradinonal stereotypes by conunuing 1o
work, having more acuve lifestyles and enjoying multi-generational crnuswing

The fastest growing segment of the vacation industry is the millenmal generation, or those borm between 1980
and 2000 The nuilenmal generation has surpassed the size of the baby boomers generation and now represents
the largest generation size (0 history The mullenntal generation has a strong desire for travel and shared
expenences and should continue to offer growth to the vacation industry, especially as they evolve into more
frequent travelers

Furthermore, many emerging international regrons are expenencing growing economies and a rapid growth 1n
muddle-class consumers As their earmings power and disposable income increase, these middle-class consumers
are beconung more eager o purchase entertainment, travel and other discretonary products and services This
demand growth provides the cruise mdusiry the opportunity to expand 1s reach in these regions

We believe the cruise industry 1s well-positioned to take advantage of these pos:ive demand trends

¢. Shup Mobihity

The mobility of cruise ships enables cruise compantes to move their vessels between regions 1n order to
maxiruze profitability and to meet changing demand For example, brands can change iuneranes over ime i
onder to cater to guest tastes or as general economuc or geopolitical conditions warrant In additton, cnuise
companies have the flexibility to reposiion some of their capacity to areas with growing demand, such as China
We believe that this umique abelity 1o move ships provides the crusse industry with a compenuve advantage
compared to other land-based vacation alternatives

I. High Guest Satisfaction Rates

Cruse guests tend to rate their overall satisfaction with a cruise vacation higher than comparable land-based
hotel and resort vacations According to ndustry surveys, the cnuise experience cansistently exceeds expectations
of repeat and first-time cruisers on a wide range of important vacation attnibutes, such as value and service levels
Crnnsing continues to receave high guest sausfaction rates because of the umque vacation expenences it offers,
icluding visiing multiple destinations without having to pack and unpack, all-mclusive product offenngs and
state-of-the-ant cruise ships with entertainment, relaxation and fun, all a1 an outstanding value

g. Favorable Supply Versus Demand Balance

The cnuise industry conunues to maintain a disciplined, measured rate of growth 1n esiablished source areas, such
as North Amenca and Western Europe, and 15 investeng 1n emerging source areas, such as China, where 1t
believes 1t has greater growth opportunities In addiion, less effictent cruise ships will continue to be retired from
service as they reach the end of their economic hives, no longer provide guests wath the vacatton expenences that
they desire or do not provide sufficient cash flows We believe thus favorable supply versus demand balance wall
conunue to have a posiuve impact on the crmse industry’s ability 1o grow profitably

11T Passenger Capacity and Cruise Guests Carrled

The weighted-average passenger (lower berth) capacities for the global crusse industry and for us are as follows
(a)

Global Carmval
Year Cruise Industry Corporation & plc
2011 (b) 387,000 195,000
2012 (b) 399,000 200,000
2013 (b) 415,000 205,000
2014 (b) 428,000 210,000
2015 (b) 445,000 215,000
2016 (c) 466,000 221,000
2017 (c) 494,000 230,000
2048 (¢) 521,000 235,000

{a) In accordance with cruise industry practice, passenger capacity 1s calculated based on the assumption of two
passengers per cabin even though some cabins can accommodate three or more passengers For contracted




capacily increases, see [tem 2 Business C “Our Global Cruise Business — Ships Under Contract for
Construction” below

{b} Globat Cruise Industry amounts were obtained from our internal esumates and data provided by the Cruise
Line Industry Association (“CLIA™), which 1s a non-profit marketing and training orgamzation formed 10
promote cruising

(c) Our cstumates of future passenger capacity do not include any assumpuons related to urannounced ship
withdrawals and, accordingly, our estimates could mdicate a hugher growth 1n passenger capacity than will
actually occur

The number of crusse guests camed by the global crwise industry and by us are as follows

Global Cruise Industry Camnival Corporation & plc
Europe,
Australia, Asia
Yesr (a) North America  and Other Total Total
2011 11,561,000 8,959,000 20,520,000 9,559,000
2012 11,767,000 9,046,000 20,813,000 9,829,000
2013 11,820,000 9,523,000 21,343,000 10,061,000
2014 12,281,000 9,759,000 22,040,000 10,566,000
2015 (b) 12,361,000 10,612,000 22,973,000 10,837,000

{a) The cstimates of the total guests carned for 2011 through 2014 were obtained from G P Witd and are based
upon where the guests were sourced and not the crwise brands on which they sailed

(b} The estimales of the total guests carmied for 2015 are based on internally developed global guests® growth
rates

C. Our Global Cnuse Business

I. Segment Information

Each of our mne leading global, regional and national cruise brands sailing 1n 2015 15 an operating segment that
we aggregate into either the (1) North Amenca or (2) Ewrope, Australia & Asia (“EAA™) reportable cruise
segmenis based on the similanty of their economic and other charactensucs

As of February 19, 2016, our cruise brands’ summary informaton is as follows
Passenger Percentageof  Number of

Cruise Brands Capaaty Total Capacity Cruse Ships
North America
Carmival Cruise Line 62,366 29% 24
Princess Cruises (“Princess™) 44,340 20 18
Holland Amenca Line 21.06% 10 13
Seabourn 1,374 1 3
North Amenica Cruise Brands 129,149 80 38
EAA
Costa Cruises (“Costa”) 35,924 17 15
AIDA Cruises (“AIDA™) 18,656 9 10
P&O Cruises (UK) 18,383 8 8
P&Q Cnuses (Australia) 7,324 3 5
Cunard 6,694 _3 3
EAA Cruise Brands 86,981 _40 41
216,130 100%

99

We also have a Cnnse Support segment that includes our cruise pon and related facihities located in Cozumel,
Mexico, Grand Turk, Turks and Carcos Islands, Pucrio Plata, Dominican Republic, and Roatén, Honduras, which
are operated for the benefit of our cruise brands Cruise Support also includes other services that are provided for
the benefit of all our cnuse brands and Fathom’s pre-launch selling, general and admmntstrauve expenses
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In addizon to our cnuse cperations, we own Holland Amenca Princess Alaska Tours, the leading tour company
in Alaska and the Canadian Yukon, which complements our Alaska crwise operations Qur tour company owns
and operates 11 hotels or lodges, over 300 motorcoaches and 20 glass-domed railcars and 1s the eighth targest
motorcoach company in North Amenica This tour company and three cruise ships, the former Costa Celebranon,
Cosia Europa and Grand Holiday, which we own and charter-out under long-term leases, comprise our Tour and
Other segment a5 of February 19, 2016

See Note 2, “Segment Informnauon™ to the Camuval plc financial statements for additional segment and
geographuc information

II. Ships Under Contract for Construction

As of February 19, 2016, summary information of our shups under contract for construction 1s as follows (a)

Cruse Brands and Ships Expected Delivery Date  Passenger Capacity
North Amerca
Carnival Cruise Line
Carmval Vista 4/16 3912
Newbuild 3/18 3,880
Princess
Majestic Princess nz 3,560
Newbuwld 10719 3,560
Holland America Line
Koningsdam 316 2,650
Newbuild 11/18 2,650
Seabourn
Seabourn Encore 11/16 600
Seabourn Ovation 4/18 600
North Amenca Crutse Brands 21,412
EAA
ATDA
AIDAprima 216 3,286
Newbuild N7 3,286
Newbuld 11/18 5,210
Newbuild 5720 5,210
Costa .
Newbwld 2719 4,200
Newbuild 10/19 5,176
Newbwld 1720 4,200
Newbuild 10720 5,176
P&O Cruises {Australia)
Newbuld 11/19 4,200
EAA Cruise Brands 39944
61,356

(a) Our ship construcuon agreements cannot be cancelled by erther panty without cause, and such cancellaton
will subject the defaulting party to contractual hqundated damages All of our ship construction contracts are
with Fincantien 1n Italy, Meyer Werft in Germany and Finland and Mitsubishi Heavy Industnes in Japan

(b) Refer to Note 7, “Comnutments” and Note 11, “Fair Value Measurements, Dernvative Instruments and
Hedging Activities” to the DLC Financial Statements, which are included 1n Annex 1, but do not form part of
these Camuval plc financial statements for additional ship comumitment information
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II1. Cruise Brands

a. North Amenca

Afcamivar
Camival Crwase Line is a leader in contemporary cnuising and operates 24 ships designed to provide fun and
excepuional vacation expenences that appeal to a wide vanety of consumers, all at an outstanding value Founded in
1972, Camuval Crusse Line 1s one of the most recognizable brands in the crmse industry and camed over 4 5 mllion
guests in 2015, the most of any individual crwise brand Carmival Crusse Line 1denufies their target customers as
“The Spinted” or those who like to live Iife to the fulles, look at the glass as half full, feel comfortable i their own
skin and make thewr own fun Carmival Cruise Line's cruises have a broad appeal to farmilies, couples, singles and
seruors and carried more than 700,000 children m 2015 [n January 2016, Carmuval Crusse Line was voted “Best
Cruise Line” in USA Today's 10 Best Readers' Chotce Awards The line has one 3,912-passenger capacity shup,
Carmval Vista, scheduled 1o be delivered in Apnl 2016 and one 3,880-passenger capacity shup scheduted to be
delivered 1n March 2018 These newbunlds will increase existing passenger capacity by 12%

Caruval Crwise Line offers cruises generally from three to eight days with almost all of its ships departing from
15 converuent U S home ports located along the East, Guif and West coasts, Puerto Rico and Hawan Carmuval
Crwise Line 15 the leading provider of year-round cnnses 1n The Bahamas, the Canbbean and Mexico and also
operates seasonal cruises in New England, Canada, Alaska, Hawan and Europe In addition, Carmival Cruise Line
will continue to deploy two contemporary ships from Austraha, one on a year-round basis and one seascnally- |
based These ships offer cnuises from three to 19 days o the South Pacific Islands and New Zealand These ships i
have been refurbished to ensure they are tailored to this market, paining the best mix of award winning Amencan ‘
innovatons to suit Austrahan tastes Since October 2012 when Carmival Crusse Line began sts Australia cnuse
program, the Iine has carned more than 350,000 guests and has proven to be extremely popular 1n the cruise
segment of the Austrahan vacation region

The brand’s focus continues to be on enhancing 1ts products and services with innovations that appezl 10 new
caonsumers, as well as past guests In Spning 2016, the launch of Carnival Vista will continue the expansion of the
line's Fun Ship® 2 0 enhancement program with the introductton of new ground-breaking features as follows

* A Thrll Theater, a mulu-dimensional » Expanded water park featunng the colorful
expenicnce where scats move in multiple Kale:d-O-Shde, the line’s first rafi-nding |
directions and viewers are sprayed with water tube shde, |
water and bubbles, » Secafood Shack, a delectable New England-
* The world's first IMAX Theater at sea, mspired eatery and
with a three-deck-ligh-screen, * SkyRude, a breakthrough suspended open- ' :
* An onboard brewery n the RedFrog Pub, air cycling expenence '

=

PRINCESS CRUISES

come back new-

Princess, whose brand name was onginally made famous by the Love Boat lelevision series, has been providing
cruises since 1965 and 1s the world's largest prermuum cruise hine based on passenger capacity [n 2015, the ine
celebrated its 50th anmiversary with an array of celebratory activities and entertainment throughout the year 10
commemorate half a century of crmsing, mncluding a reunion of the original cast of the Love Boat, and an award
winmung float 1n the New Years” Rose Bowl Parade

Princess operates a fleet of 18 ships and has two 3,.560-passenger capacity ships, Majestic Princess and another
newbuild, scheduled to be delivered in March 2017 and October 2019 Princess has one shap, Ocean Princess,
tha was sold in 2014 and will be leaving 1ts fleet in March 2016 In mid-2017, Pnncess will transfer the
2,000-passenger capacity Dawn Princess to P&0 Cnuises (Australia) The passenger capacity of Princess will




increase by 10% after taking 1nto considerauon these two newbuilds, net of Ocean Prancess withdrawal and
Dawn Princess transfer

Princess offers 150 unique iuneranes with cruses ranging from three to 20 days with longer exouc saihings from
25 to 111 days, including two world cruises Most of 11s cruises smling in Asia are from three to five days and
cater to 1ts Asian guests In the summer, Pnincess ships generally sail in Alaska, Europe and Asia Princess has
been voted “Best Cnuise Line™ 1in Alaska by the readers of Travel Weekly in 11 of the past 12 years I[n the
winter, 1ts ships generally sail in the Canbbean, Auswalia, Asia and other destinations When saiting sn the
Canbbean, most of Princess’ ships visit its award-winning pnvate island in The Bahamas, Pnncess Cays®

Princess' Come Back New™ product imtiauve 1s designed to enhance the onboard experience by providing guests
with lifelong memones and meaningful stones to share from their cruise vacaton The program mcludes several
new products and services, such as three new diming options for guests as well as the SHARE specialty restaurant
crafted by celebnty chef Curuis Stone and “Chocolate Journeys” dessert expenence featunng master chocolauer
Norman Love Cuboard entertainment has also been enhanced by the creation of the Vaice of the Ocean that s
modeled after the wildly popular intermational singing compeuton as well as four onginal musical productions
created by Steven Schwantz, which includes songs wniten exclusively for Pnncess The line continues its
collaboration with Discovery Channel to offer interactive onboard acuvities and shore excursions designed to
entertam and delight families about the nature, wildhife and hustory of the regions their guest are sarhing

Holland America Line*

Holland America Line has been providing crwises for over 140 years and visits over 400 ports of call 1n almost
100 countries and temitories on all seven contnents The brand operates a fleet of 13 premuum md-sized ships
and has two 2,650-passenger capacity ships, Konungsdam and another newbuild, scheduled to be delivered in
March 2016 and November 2018 These newbuilds wall increase ¢xisting passenger capacity by 25% In additon,
the brand recently announced that it wall be investing approximately $300 mlhion for suite upgrades, such as new
furmishing. decor and amenitics, retaul space upgrades and enhanced ship entenzunment areas on most of 1ts shaps

Holtand Amenica Line’s cruises range from three to 35 days with longer, exotic Grand Voyages from 55 to

116 days, mcluding an annual Grand World Voyage In the summer, Holland Amenca Line ships generally sail
in Alaska and Europe In the wanter, sts ships gencrally sail 1n the Canbbean, Australia and other desunations
When sailing m the Canbbean, most of Holland Amenca Line's ships visit iis award-winning privaie island in
The Bahamas, Half Moon Cay, known for its pristine beaches, diverse shore excursions, exclusive beach cabanas
and famuly-fnendly activities

The brand recently entered 1nto two new marquee partnerships to bnng unique onboard expenences to 115 guests
In 20135, Holland America Line announced the launch of Lincoln Center Stage, a new onboard hive music venue
created in an exclusive pantnership with the Lincoln Center for the Performing Ants, a leader 1n artistic
programmung and education In addition, when Koningsdam enters service 1n 2016, it will feature a new hive
interactive music expenence called Billboard Onboard that will debut as pant of a new Music Walk complex

Furthermore, all of Holland Amenca Line's shups have Culinary Arts Centers presented by Food & Wine
magazne, where guests enjoy cooking demonstrations, private cooking lessons, wine tasungs and hifestyle
semunars, as well as cuisine from the recipes of an estecmed Culinary Council

78 SEABOURN'

Seaboumn, which began operattons in 1988, provides ultra-luxury cruising vacations on smaller ships that focus
on personalized service and guest recogniion The line's fleet of three 458-passenger ships offer spacious all-
suite sccommodauons, award-winntng gourmet dining, and unique expeniences such as the Officer on Deck
culinary event, Shopping with the Chef excursions and comphmentary shore events Over the last decade,
Seabourn was voled the “Best Small-Ship Cruise Ling” by readers of Travel + Leisure and Condé Nast Traveler
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In addition, Saveur named Seabourn “Finest Cruise Line Dirung™ 1in 2015 by its panel of wravel experts and
editors In 2015, Seabourn partnered with world-renowned Amencan chef and restaurateur Thomas Keller and
developed an array of menus and culinary options for multple dining venues aboard Seabourn’s fleet and will
introduce a new signature restaurant Scabourn also pampers its puests with comphmentary value-added extras
such as Massage Moments® on deck and Caviar m the SurfS™ beach parties All of the Seabourn ships have a
service ratto of nearly one staff member per guest and an intimate, sociable atmosphere that has been the
hallmark of the Seaboumn hfestyle
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Seabourn’s ships cruise to destinations throughout the world, including Europe, Asia, the South Pacific Islands,
Austrahia and New Zealand, the Amencas and Antarctica, with cruises generally from seven to 14 days, with a
number of longer voyages Seaboum also continues to have a multi-year agreement with the United Nauons
Educational Scienufic and Cultural Orgamization to support 1ts massion of safeguarding unigue culwral and
natural features around the world and promote sustamnable tounsm, thus providing 11s guests with umgue access
to, and a greater understanding of more than 150 World Hertage Sues visited by the line

Scabourn has (wo new 600-passenger capacity shups, Seabourn Encore and Seabourn Ovanon, scheduled for
delivery in November 2016 and Apnl 2018 These newbwilds will aimost double Seabourn’s existing passenger
capacity With ¢the addition of these two new ships, Seabourn will have one of the youngest fleets in the ultra-
luxury segment of the cruise industry

O

%

fFathom~

Beginning 1n Apnl 2016, Fathem, a social impact travel brand, will embark from Miami on seven-day voyages
onboard the 704-passenger capacity ship, Adoma Fathom offers purpose driven wavelers the opportunity to
engage in cultural exchanges and experience people-to-people programs that will include humanttanan, cultural,

artistic, fanth-based and educattonal activities

Costa has been providing cruises for 68 years and visits more than 270 ports around the world The brand
operates a fleet of |5 contemporary ships and has two 5,176-passenger capacity shups and two 4,200-passenger
capacity ships scheduled for delivery between February 2019 and October 2020 These newbulds wilt increase
existing passenger capacity by 52%

b. Europe, Austraha & Asia

In 2015, Costa camnied | 8 mallion guests sourced from around the world and s a leading cruise hine in Italy,
France, Spain and Asta Costa offers a wide range of unuque itsneranes, with cruises gencrally ranging from
seven to 20 days and also has three to five day mini-cruises in the Mediterranean Sea, longer exotic smlings from
20 10 30 days and two world cruises Most of its crwses sailing 1n Asia are from four to five days and cater to1ts
Asian guests [n the summer, Costa deploys its shups i the Mediterranean Sea, Northern Europe and Asia In the
winter, Costa deploys 1ts ships 1n the Mediterranean Sea, the Caribbean, Asia, Brazil, Argenuna, the Arabian
Gulf and the Indian Ocean Costa s a leader in the Mediterranean where it boasts a tradityon spanmng close to
seven decades and was the first cruise company to operate Mediterranean cruises year-round

Costa considers itself the world's ambassador of ltaly’s finest lts ships represent the best of italy by offenng
beaunful Itahan art, unique intenor decorations with superb Italran mosaics, precious Murano chandelhess, fine
Italian wines, excellent Mediterranean food selections and umique shops that carry well-known Ialian fashion
brands Costa attracts interational guests due to its mulu-hingual service and ts considered 1n Europe to be a top
vacation provider Costa 1s also known for offertng innovatsve 1uneranes that combrne the excitement of new
destunations with pampenng onboard service and ambiance The spectacular Samsara spa wellness center
includes a dedicated restaurant and cabins with durect eccess to the spa
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In early 2016, Costa Diadema, 1s flagship, began offenng its guests new dining opuions created by Bruno
Barbien, who has earned muluple Michelin Stars Lastly, Costa recently announced a new communtcation
campaign featunng world-renowned recording artest Shakara

QaipA

AIDA, which began operating 1n 1996, 1s the leader and most recogmzed cruise brand in the German cruise
industry Since 2007, AIDA has been our [fastest growing cruise brand and has taken delivery of seven ships in
the past nine¢ years AIDA operates 10 premium ships featuning a resort casual atmosphere

AIDA has four ships scheduled for delivery through 2020 One 3,286-passenger capacity ship 1s scheduled for
delivery in carly 2016 and another sister ship n 2017 These shaps are larger than AIDA’s curent generation of
vessels and have advanced technotogical platforms featuning new energy efficient hull designs along with
innovative guest features These ships feature several unique amenities, such as two foil-domed outside decks
that can be used year-round, the new Four Elements Activity Park with the world's largest indoor water shde at
sca, a Lazy River, where guests can dnifi and relax, an ice-skating nink, Lanai cabins with private winter gardens,
as well as AIDA’s onboard hallmarks, such as a theater 1n the center of the ship’s atnum and a micro-brewery In
addition, AIDA has two 5,210-passenger capacily ships scheduled to be delivered in November 2018 and May
2020 These newbwlds will atmost double AIDA’s exisung passenger capacity

AIDA offers 1ts guests cruises generally from three to 21 days, while visiting over 190 ports In the summer,
AIDA ships generally sail in the North Sea, the Ballic Sea, the Atantic and the Mediterranean Sea In the winter,
AIDA ships generally sail in the Canbbean, Southeast Asia, the Arabian Gulf, Central Amenca, the Adantic Isles
and the Mediterranean Sea

AIDA's current product 15 especially tailored for German-speaking guests and includes a German-speaking crew
as well as German-style food and entertainment AIDA's ships include a vanety of informal and formal diming
opuons, including buffets, gnlls and exclusive restaurants AIDA offers an exceptionally relaxed, yet acuve,
cruising expenence for all generations with an emphasis on a healthy and youthful hifestyle, choice, informality,
farly fnendliness and activity German consumers have voted AIDA the “Most Trusted Brand” in 2015 m a
Reader’s Dngest poll and for the fifth tme in a row AIDA has won the highly regarded Pegasus Award

P&0O CRUISES

P&O Cruises (UK) 15 the leading and most recogmized cnuse brand 1n the UK and can trace its roots back 178 years
to the formation of the Peminsular & Qnental Steam Navigation Company P&O0 Cruises (UK} operates a flect of
eight prermum shups Three of its ships offer holidays exclusively for adults white the other ships are well-suied for
famities P&O Cruises (UK)'s shaps visit over 200 destnations worldwede, with cruises gencrally from seven ta 17
days, with a number of longer voyages, includig two world cruwises of over 100 days in 2016 In the summer,
cruses generally depart from Southampton, England to the Meduterranean Sea, Scandinavia and the Balue Sea,
New England and Canada, the Atlanuc Isles and the Canbbean P&O Cruises (UK) also offers during the summer
seven or 14 day Mediterranean voyages departing from Venice and Genoa, lialy In the wanter, the [inc gencrally
offers cruises in the Canbbean, the Mediterranean, the Canary Islands and world cruises

In March 2015, P&0 Cruises {(UK) launched 1ls 3,647 passenger-capacity ship, Bruanma, which increased the
fleet’s capacity by 25%, and received the Bnush Travel Awards® “Best New Crnuse Ship” designation, as voted
on by rmore than 250,000 Bniush consumers Britannia was chnstened by Her Majesty the Queen and 15 the
largest cruise shup built exclusively for Bnush guests Brizanna features new innovations for guests including
The Cookery Club, a fully interacuve culinary school in collaboranon with James Marun, end new dinung
options, such as the Market Café and the Limelight Club, which combines great food with dazzling
entertunment In addition, the ship will be the location of Battlechefs, the award-winmng UK-based television
show that will feature celebruty chefs onboard Britanma
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P&O Cruises (UK) delivers excepuional service, dining, exploraton and entertainment unuquely tarlored to
Briush tastes This 1s enhanced through partnerships with its “Food Heroes”, a line-up of Briush celebnty chefs
mcluding Marco Prerre White and James Martin The hne also offers themed crwises in conjunction with BBC's
Stncly Come Dancing, where professional dancers, judges and guests bring all the glamour of the ballroom to
the sea.

Y*y CUNARD’

Cunard 1s globally renowned as operaung the most famous ocean liners in the world and for offening legendary
wravel expenences with a hentage of icomie ships and outstanding service Cunard has a unique and distinct
position within the luxury travel market and recently received the Briish Travel Awards’ “Best Luxury Crnwse
Line” designation The hne operates three premium/uxury ships, Queen Elizabeth, Queen Mary 2 and Queen
Victona, and has one of the youngest fleets 1n the cruse industry  Dunng 2016, Cunard ships, which have
between 2,000 and 2,600-passenger capacity, will sail a vanety of seasonal wneranes that are designed (o appeal .
10 an intemationally-sourced mix of guests with nearly 50% of guests sourced from markets outside the UK '
Cunard offers cnuses to destinations in Northern Europe, the Mediterranean Sea and New England and Canada,
as well as therr 1conic transatlantic voyages on Queen Mary 2 Most of Cunard’s cnuises are generally from seven
to 14 days with three world cruises of over 100 days

Cunard’s appeal 1s a combmation of Bruish elegance, exemplary service and sophisucation The brand sits in a
unique space offering something no onc else can, luxury on a grand scale Guests enjoy a unique experience that
celebrates the line’s British heritage including an enviable association with the Briish Royal Family Her
Majesty the Queen 1s Godmother to both Queen Elizabeth and Queen Mary 2

1n 2015, Cunard celebrated tts 175th anniversary in ciues around the world that cimaxed 1n May with the first
ever meetng of the three Queens 1n Liverpool, England This event attracted more than I 3 mullion shoreside
spectators, in what may have been the largest attendance at a single day mariume event anywhere i the world

AUSTRALTIA

P&O Cruises {(Australia) 1s a leader in the Australian cruise industry with five contemporary ships and 1s recogrized
by mine out of ten Australians as the brand synonymous with crusing For the third consecutive year, P&O Cruises
(Austrahia) was voted one of Austrahia’s *“Most Trusted Cruise Operator” by Readers Digestin 20H3

P&0O Cruises {Australia) sails o more Scuth Pacific Istand destinations than any other cnuise line In addition,
remote 1dyllic ports of Papua New Guinea and a “taste” of Asia are also included in their juneranes P&O
Cruises (Australia) also offers year round itineranes (© Austraha’s magmificent coast line and to New Zealand
Most of its cruises generally range from three 1o ten days

In November 2015, P&Q Cruises (Australia) took delivery of the 1,260-passenger capacity Ryndam and
Statendam from Holland Amenica Line, which were refurbished and renamed Pacific Ana and Pacific Eden As
part of their refurbishments, these ships have replaced the traditional cruise buffet with an international market
place of fresh food outtets reflecung the many flavors Australians love to eat In mud-2017, Princess will ransfer
the 2,000-passenger capacity Dawn Princess o P&O Cruises (Australia) who will rename her Pacific Explorer
P&O Cruses (Austraha) has one 4,200-passenger capacity ship scheduled 10 be delivered in November 2019

With over 80 years of cruising expenence, P&O Cruises (Australia) provades a hohiday expertence inspired by

the modem Australian and New Zealand traveler The onboard atmosphere 1s laid back with a focus on modern !
design, great food, friendly service and exciting entertamnment  Australian and New Zealand travelers enjoy
active lifestyles and the line caters to that by offenng numerous acuviics while also giving 11s guesis flexibility
and freedom of chotce dunng their cruises P&Q Cruises (Australia) has partnered with leading restaurateur and
celebnity chef, Luke Mangan, and created a new signature fine-dining restaurant, Salt Gnil, onboard all of s
shups
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IV. Prinaipal Source Geographic Areas

a. North Amenca

Almost 53% of the cruise guests in the world are sourced from North America Approximately 12 2 mullion
North Amenca-sourced guests took multi-mght crwise vacations m 2014, and we estimate that a simular number
of guests crwised 11 2015 The most popular location visiied by North Amenca-sourced cruise guests in 2015 was
the Canbbean (including The Bahamas) and other locations mclude the Mediterranean Sea, Alaska, Northern
Evrope, Mexican Raviera, New England and Canada, Bermnuda, Hawau, the Panama Canal and other exouc
locations, such as South and Central America, the South Pacific Islands, Australia, New Zealand, China, Japan,
South Korea, Vietnam, Singapore and Thatland We serve thus vacation region mainly through Carmaval Cruise
Line, Holland Amenca Line, Pnncess, Seabourn and Cunard although some of our other brands also source
guests from North America but to 2 lesser extent

b. Continental Europe

The main countries 1n contnental Europe for sourcing cruise guests are Germany, Italy, France and Spam
Approximately 4 § million continental European-sourced guests took multi-might cnuise vacauens in 2014
compared to 12 2 milhon North Amencan-sourced guests Additionally, we estumate that approximately

5 0 mullion conunentzl European-sourced guests crmsed in 2015 and were sourced from

Guests
CGermany 1,860,000
Ttaly 880,000
France 620,000
Spain 480,000 ;|
Rest of continental Europe 1,170,000 v
5,010,000 ‘

The most popular location visited by conunental European-sourced crwise guests in 2015 was the Mediterrancan Sea
and other locations include Atlant:c Isles (including the Canary Istands and Madeira), Northem Europe (including
Scandinavia), the Canbbean, Bermuda, the Aratian Gulf and the indian Ocean, China, Japan, South Korea, South
America, New York, New England and Canada We serve thus vacation region manly through AIDA and Costa
although some of our other brands also source guests from conunental Europe but 10 a lesser extent

c. United Kingdom ‘

Approximalely 1 6 million UK-sourced guests took a multi-ight cruise vacation 1n 2014, and we esumate that )
1 7 million guests cruised in 2015 The most popular location visited by UK-sourced cruise guests in 2015 were

the Mediterranean Sea, Scandinavia and the Baluc Sea, New England and Canada, the Atlantic Isles and the

Canbbean We serve this vacation region mainly through Cunard and P&Q Cruises (UK) although some of our

other brands also source guests from the UK but to a lesser extent

d. Australia

Approximately onc million Australian and New Zealand guests took mulu-mght cruse vacations in 2014, and we
estimate that 1 1 milhion guests cruised in 2015 The most popular location visited by Austrahan and New
Zealand-sourced cruise guests in 2015 were Australia, New Zealand, South Pacafic islands, such as New
Caledonia, Fiji, New Guinea and southeast Asia, such as Indonessa and Thailand We serve this vacation region
mainly through P&O Crwises (Australia), Pnincess and Carnival Cnnse Line although some of our cther brands
also source guests from Australia and New Zealand but to a lesser extent

e, China

Approximately 700,000 Chinese guests tock mult-night cruise vacations in 2014, and we estimate that

1 0 million guests ¢ruised 1n 2015 The most popular locanons visiled by Chinese-sourced guests in 2015 were
Japan and South Korea We serve this vacauon region mainly through Costa and Princess although some of our
other brands alsc source guests from Chna but 10 a lesser extent We also intend 1o expand our brand portfolio in
China 1n the future
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V. Cruise Programs

Our ships sail 10 all of the world's major crmse desunations and the percentage of our passenger capacity
deployed in each of these regrons 1s as follows

Remon 2016 2015 2014 ;—
Canbbean 3% 34% 35% P
Mediterranean 15 16 17 b
Europe without Meduerranean 14 13 12
Australia and New Zzaland 9 7 7
Asia 8 6 5
Alaska 5 5 5
Other 18 19 19

VI, Cruise Pricing and Payment Terms

Each of our cninse brands publishes prices for the upcomung seasons pnmanly through the interet, although
published matenals such as brochures and direct mailings are also used Our brands have muluple pncing levels
that vary by cruise hine, category of cabin, shup, season, duration and winerary Cruse prices frequently change in
a dynarmc pricing envuonment and are impacted by a number of factors, including the number of available
cabins for sale m the marketplace and the level of guest demand Some cruise prices are increased due to lugher
demand Conversely, some cruise prices are reduced through special promotions and early booking, past guest
recogmuon and other programs We are in the process of developing a state-of-the-art revenue management
system that will ulbmately enable our brands to further opumize pncing and iventory In addiuon, we are
implementing new imibiatives o better coordinale and optyrmize our brands' global deployiment sirategies Lo
maximize guest satisfaction and itinerary profits

Qur bookings are generally taken several months 1n advance of the crusse departure date Typically, the longer
the cruise itinerary the further in advance the bookings are made This lead ume allows us 1o manage our prices
in relation to demand for available cabins through the use of advanced revenue management capabilitzes and
other iitiatives, with the typical strategy of marketing our ships to fill them while achieving the highest possible
overall net revenue yields See ltem 3 Business Review -"Key Performance Non-GAAP Financaal Indicators”
within this Strategic Report for a discussion of net revenue yelds

The cruise icket pnce typically mcludes the following

*  Accommodatons,

+  Most meals, including snacks at numerous venues,

*  Access (o ameruties such as swimmuing pools, water shdes, water parks, whirlpools, a health club, and
sun decks,

*  Child care and supervised youth programs,

* Entertatnment, such as theatrical and comedy shows, live music and mughtelubs and

*  Access to exclusive pnvate 1slands and desunations

Our brands' payment terms generally require that a guest pay a deposit to confirm thetr reservation and then pay
the balance due before the departure date Our guests are subject to 2 cancellauon fee if they cancel their cruise
within a pre-defired peniod before sailing, unless they purchase a vacation protection package for the ability to
obtain a refund

As a convenience 10 our guests, we offer 1o arrange air ransportauon to and from airports near the home ports of
our ships In 2015, npproximately 10% of our guests purchased air transportation from us In addition, we charter
aircraft to facilitate our guests' travel to distant locations for some of our European brands® cruise iineranes We
also offer ground transfers from and to the awport near the ship’s home port as pan of our transfer programs

VI Seasomality

Our revenues from the sale of passenger tickets are seasonal Histoncally, demand for cruises has been greatest
dunng our third quarter, which includes the Northemn Hemisphere summer months This higher demand dunng
the third quarter results in higher ticket prices and occupancy levels and, accordingly, the largest share of our
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operating income 15 eamed durning this penod The seasonality of our results also increases due to ships being
taken out-of-service for maintenance, which we schedule dunng non-peak demand penods In addition,
substanually all of Holland Amernica Princess Alaska Tours’ revenue and net income 15 generated from May
through September 1n conjuniction with the Alaska cruise season

VIII. Onboard and Other Revenues

Onboard and other activities are provided either directly by us or by independent concessionaires, from which we
receive cither a percentage of their revenues or a fee In 2015, we eamed 25% of our revenues from onboard and
other revenue acuvites and services not included m the cruse ticket price including the following

* Substanually al} ltquor and some non-alcoholic + Internet and commurnication
beverage sales, Services,

*  Casino gammg, * Full service spas,

= Shore excursions, * Specialty themed restaurants,

*  Gift shop sales, * Art sales and

*  Photo sales, * Laundry and dry cleanung services

We enhance our guests’ onboard expenences and increase our onboard revenues by offening all-inclusive
beverage packages, spa packages and specialty restaurants We are also implementing inutialives to strengthen
our onboard revenue programs, such as bar and casino programs We use vanous marketing and promotional
tools and are supported by point-of-sale systems permutling “cashless” transactions for the sale of these onboard
and other products and services As a convenience to our guests, all our brands allow their guests to pre-book,
and in most cases, pre-pay certan of thewr onboard and other revenue-producing activities in advance of the
cruise

We offer a variety of shore excursions at each shup’s poris-ofcall that include beach expenences, general
sightseemng, cultural tours, adventure outings and local boat ndes We typrcally utilize local operators who
provide shore excursions with guides who speak the same languages as most of our shore excursion guests For
our sailings to desunations in Alaska, shore excursions are operated by our wholly owned company, Holland
Amenca Princess Alaska Tours, or provided by local independent operators We also offer revenue-producing
activittes on the pnivate 1slands and port destiations that we operate that include beach bars and restaurants,
water sports, cabana rentals and chair ift and surf nder atiractions

Our casinos are all owned and operated directly by us and are equpped according to the unique requirements of
our individual brands, which are driven by the ships’ suneranes and the market from whach their guests are
sourced We offer a wide vartety of slot and garmng machines and a diverse mix of both tradiuonat and specialty
table games designed to meet the desires of our guests We have also developed marketing and promoticnal
arrangements with land-based casino comparues 1n order to increase the number of casino players onboard
certain of our brands The casinos are only apen when our ships are at sea 1n international waters or when
otherwise permitted by law

In conjuncuon with our cruise vacations, many of our crurse brands sell pre-and post-crwise land packages of one
to four days that include guided tours, hotel accommodations and related transportauon services In Alaska and
the Canadian Yukon, we utihize, to a large extent, our own hotel and transportation assets Additionatly, we eam
revenues from vanous promotional and other programs with destinabion retailers, parking faciliues, cred:t card
providers and other desunation-based incentives

IX. Marketing Activitzes

Guest feedback and research support the development of our overall marketing and business sirategics to drive
demand for cruses and increase the number of first-time crnsers We measure and evaluate key dnivers of guest
loyalty and theur satisfacuon with our products and services that provide valuable nsights about guests’ cruise
experiences We closely monitor our net promoter scores, which reflect the hikelithood that our guests will
recommend our brands® cruise products and services to friends and family We also regularly imtiate customer
research studics among guests, travel agents, tour operators and others for input on business decistons that
enhance our crwise products and services for our guests

With increased collaboratton between our brands and access 1o vast databases of past guest informaton, we are
able o perform psychogrephic segmentauon studies that allow us 1o better understand our guests’ needs, wants
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and expectations The results of these studies shape how we communicate, advertise and refine the booking
process, overall onboard expenence, as well as post-cnmise interacuons Our ability to idenufy the psychographic
mix 1s a powerful differentiator, which allows us to gmde guests to the nght expenences with the appropnate
brands and build advocates for hife

Each of our brands has comprehensive markeung and advertising programs across diverse mediums 10 promote
therr products and services to vacationers and travel agents in their source arcas Each brand’s marketing activittes
are generally designed to reach a local region 1n the local language We continue to expand our marketing efforts to
attract new guests online by leveraging the reach and impact of digital markeung and social media This helps us
cultivate guests as advocates of our brands, ships, iuneranes and onboard products and services We also have blogs
hosted by stup captains, cruise and entertunment directors, executive pursers and special guesis

=
=
=
v

We continue with our mults-brand marketing imuauve with print, digital, social and field marketing elements
with the goal of inspinng consumers to purchase a cruise In addimon, we have tools and are implementing big
data analyue solutions that will connnue to enable us to perform customer segmentation analyses, evaluate our
guests’ decision making processes and identify new markel growth opporwniues to expand our customer base
We have implemented strategies to generate new demand by targeting new crusers who typically vacation at
land-based destinations

All of our cnuise brands offer past guest recognition programs that reward repeat guests with special incentives
such as reduced fares, gifts, onboard activity discounts, complimentary laundry and internet services, expedited
shup embarkation and disembarkauon and spectal onboard activiies

X. Sales Relationships

We sell our crinses manly through travel agents and tour operators that serve our guesis m their local regions These
parties typically sell cabms to mdswiduals and groups and alsg charter full or parbal stups In Ching, we sell cnuses to
our Clunese-sourced guests by chartenng our shups and packaging groups of cabins to travel orgaruzations that have
travel agent licenses authonzed 1o sell cutbound travel produets in China Qur individual cruise brands® relationships
with their travel agents are generally independent of cach of our other brands Qur travel agent relahonships are
generally not exclusive and travel agenis generally receive a base commussion, plus the potenual of addihonal
comnussions, ncluding comphimentary tour conductor cabins, based on the achievement of pre-defined sales volumes
Dunng fiscal 2015, no controlled group of travel agencies accounted for 10% or more of our revenues

Travel agents are an mtegral pan of our long-term crwse distnbution network and are cnitcal to our success We utilize
local sales teams to motvate travel agenis to support our products and services with competitive sales and pricing
polictes and joint markeung and adverusing programs We also employ a wide vanety of educauional programs,
including websites, semunars and videos, to train agents on our crwse brands and thewr products and services

Al of our brands have internet booking engines to allow travel agents 1o book our cruises We also support travel
agent booking capabihiies through global distnbution systems All of our cruise brands have their own consumer
websites that provide access to information about their products and services to users and enable their guests to
quickly and easily book cnuises and other products and services online These sites interface with brands® soctal
networks, blogs and other social media sites, which allow them to develop greater contact and interaction with
their guests before, dunng and after their crmse We also employ vacation planners who support our sales
mittatives by offening our guests one-on-one cruise planmng experuse and other services

We are a customer service dnven company and conbinue to Imvest 1n our service orgamzation 1o assist travel agents
and guests before, dunng and after their cruise We believe that our support systems and infrastructure are among
the strongest in the vacation industry Our mvestment in customer service includes the development of employees,
processes and systems We continually improve our systems within the reservations and customer relaionship
management funcuons, emphasizing the continuing support and trauning of the travel agency community

X1 Employees

Our shipboard and shoreside employees are sourced from over 100 countries We employ an average of 82,200
crew members, including officers, onboard the 99 ships we currently operate, which excludes employees who are
on aleave Qur shoreside operaions have an average of 10,000 full-ume and 2,400 part-ime/seasonal

employees Of our total emplayees, 21,000 are femate and 73,600 are male Two of the nine members of our
Boards of Directors are female and seven are male Qur 10 executive officers are male Holland Amenca
Pnincess Alaska Tours significantly increases its work force dunng the late spring and summer months n
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connecuon with the Alaskan eruise season, which seasonal employees are included above We have entered mto
agreements with unions covering certam employees on our ships and in our shoreside hotel and transportauon
operations We constder our employee and union relabonships 1o be strong The percentages of cur shipboard and
shoreside employees that are represented by collective bargaining agreements are 47% and 15%, respectively

We source our shupboard officers prmanly from [taly, the UK, Holland, Germany and Norway The remaming crew

positzons are sourced from around the world, wth the largest conungent from the Phulippines, Indonesia and India. We
utibize o hmited number of manmng agencies to help locate, hure and tram most of our sthupboard employees

- Canter for Bimutstor Maritime Treming

Part of the Carntral Corporetion & plo Group

XIL Training

Our cruise brands are commuited to providing appropnate hotel and manne-related training to ensure that our
shipboard crew, including officers, have the knowledge and skills to properly perform their jobs We have a
marume training program for shipboard officers that includes two traing facilities with one focated in Almere, the
Netherlands, known as the Center for Simulator Manume Traiming (“CSMART), and the other located tn Rostock,
Gemany Our goal 15 to be a leader in dehivenng hugh quality professional mantme training Participants receive a
mantime training expenence that fosters cntcal thunking, problem solving, ethical decision making and skill
development These facilities have numerous bndge and engine room stmulators that are used for traming We are
invesung over $90 mulhion to build a new CSMART trauning and accommodation facility that will open an mud-
2016 We expect to tram annually more than 6,000 shipboard officers at thus expanded facility

We have enhanced our Health, Environment, Safety & Secunty ("HESS™) Management System nisk assessment
and management capabihiies by implementing shupboard quality assurance imuatives that will further strengthen
bndge and engine control room resource management training and operational performance We have also
established the European Cruise Academy 1n Rostock, whech offers advanced training ceruficates in the mantime
sciences prnmanly related o the cruise business

We provide a diverse range of shorestde and shipboard training for our hotel staff before and after they join our
ships to further enhance their skills Specifically, we provide bar, entertainment, guest service, housekeeping,
leadershup, management and restaurant trmming Depending on the brand, we will also provide our hotel staff
with in-depth Enghsh, German and Itahan language trmining  All our hotel staff also undergo extensive safety
trainmg and, depending on theur position, will pursue advanced safety certifications We partner closely with
manning agencies 10 help provide this training 1n Mantla, Phulippines, Jakarta, Indonesia, and Mumbay, India

XIHL Information Technology

With the increasing size and sophistication of cruise ships, the technologies employed to create guest expenences
and operate ships have grown ever more complex and integrated Our global information technology model 15
designed to contnibule to exceeding expectations of our guests, crew, shorestde employees and other

stakeholders Our global technology model 1s focused on creaing innovative platforms and solutions 1o create
excepuonal guest expenences winle leveraging common technologies to dnve process efficiency and
effectiveness across our portfolio of brands In order 1o achieve our goals, we are focusing on applications,
connectivity, cybersecurity, nfrastructure and innovation In the area of cybersecurity, we are stnving to provide
cansistent protection of guest, employee and company data and develop best practices and tools to combat threats
and malicious activity

All of our brands are actively collaboraung on our global information technology solutions, standards and
processes By aligning technology planming, infrastructure and applications, we continue o maximuze the
business value of our infermation technology invesiments by ehminating redundancres and dnving synergies
across the brands while idenufying and levernging best practices and establishing common standards

XIV. Supply Chain

Our largest non-payroll aperating expenditures are for fuel, food and beverages, repairs and maintenance
including dry-docking, travel agency services, port facihity vitlization, adverusing and marketing, transportation

20




services, hotel and restaurant products and supplies, entertatnment expenses and credit card fees Our largest
capital investments are for the construction of rew ships and improvements to exisung ships, including exhaust
gas cleaning systems (“EGCSs™) and energy efficiency mvestments

Although we utlize a select number of supphers for most of our focd and beverages, communication services, ar
transportation services and hotel and restaurant products and supplies, most of these products and services are
available from multiple sources at competitive pnces The use of a select number of suppliers enables us to,
among other things, obtain volume discounts We purchase fuel and port facility services at some of our ports-of-
call from a bmited number of mantme suppliers Almost 54% of our fuel purchases are provided by seven
suppliers

Our global procurement team conunues to implement cost savings strategic imtiatives mcluding

* Reviewing our processes for purchasing food, beverages, hotel supplies, restaurant products and
technrcal spares to idenufy synergistic opporunities and to negouiate more favorable commercial
terms,

«  Combining warchousing facihties and cptimizang logistics,

« Negouaung company-wide centracts for port services and shore excursions and

¢ Streamlining the use of manmng agencies

We perform our major dry-dock and ship improvement work at dry-dock facihiues in The Bahamas, Europe, the
U §, Canada, Smgapore and Australia At February 19, 2016, we have agreements 1n place for the construcuon
of 17 cruise ships with three shupyards We also purchase some of our repair, maintenance and refurbishment
items from a bimuted number of mantume supphers We behieve there are sufficient dry-dock and shipbuilding
facihues and eclated suppliers to mees our anticipated repair, maintenance, ship improvement and newbuld
requIreMments

XV. Insurance
a. General

We maintain insurance to cover a number of nsks associated with owning and operating our vessels and other
non-shup related nsks  All such mnsurance policies are subject to covernge lumuts, exclusions and deductible
levels Insurance premuums are dependent on our own loss expenence and the general premium requirements of
our msurers We mantain certain levels of deductibles for substantially all the below-menttoned coverages We
may icrease our deductibles to mitigate future premium ncreases We do not carry coverage related to loss of
earnings or revenues from our ships or other operations

b. Protection and Indemmty (“P&I’") Coverages

Liabiliies, costs and expenses for 1llness and injury to crew, guest injury, pollution and other third party claums
1 connection with our cruse activities are covered by our P&I clubs, which are mutual indemnity associations
owned by ship owners

We are members of two P&I clubs, which are part of a worldwide group of P&I clubs, known as the Intemnatsonal
Group of P&I Clubs (the “1G™) The IG tnsures directly, and through broad and estabhshed remsurance markets,
a large poruon of the world’s shipping fleets Coverage 1s subject 1o the P&I clubs” rules and the limuts of
coverage are determuined by the 1G

¢, Hull and Mzachinery Insurance

We mantain insuerance on the hull and machinery of each of our shups for reasonable amounts as determined by
management The coverage for hull and maclinery is provided by large and well-established international marine
msurers Most insurers make 11 a condiuon for insurance coverage that a ship be certified as *in class” by a
classification society that 1s a member of the Intemational Association of Classification Socteties (“IACS™) All
of our ships are routinely inspected and certified 10 be in class by an IACS member

d. War Risk Insurance

We mamntain war nsk msuorance for legal hability 10 crew, guests and other third parties as well as loss or damage
1o our vessels ansing from war o1 war-like aclions, sncluding terronst incidents  Items excluded from this
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coverage are clams ansing from chemucal, nuclear and biological attacks Qur primary war nisk insurance
coverage 1$ provided by international manne insurers and our excess war risk insurance 15 provided by our two
P&I clubs Under the terms of our war nsk insurance coverage, which are typical for war risk policies 1n the
marine industry, msurers can give us seven days’ notice that the insurance policies will be cancelled However,
the policies can be reinstated at different premum rates This gives mnsurers the ability to increase our premiums
following evenis that they deternune have increased their nisk

e. Other Insurance

We maintain property insurance covenng our shoreside assets and casualty insurance covening labiliues to third
parties ansing from our hotel and transportaion busmess, shore excurston operations and shorestde operations,
including our port and related commerctal facilines We also maintain workers compensation, directors and
officer’s liability and other insurance coverages

XVI, Cruise Ports and Destination Developments

Cur crse brands provide guests with unigue vacation experniences and addittonal home and transit ports through
the development and management of new or enhanced cruise port faciliies Creating leading destinations as well
as securing preferred ports enables us to grow demand and deliver umque expenences 1o our guests Our
involvement 1s usually in cooperation with governmental entities and local operators and typically meludes
providing development and management expertise and financial commutments that are connected to long-term
port usage and preferential berthing agreements However, sometimes we provide direct financial support or
develop the port tnfrastructure ourselves, including the development and operanon of mixed-use commercial
properties Commercial property lease revenues are included in other cruise revenues We currently operate or
are developing

* Leased or owned port facilities or have interests 1n joint ventures that operate leased or owned port
facihiues 1n Barcelona, Spain, Civitavecchia, Naples, Savona and Tneste, Italy, Juneau and Ketchikan,
Alaska, Long Beach, Califormia and Marsezlles, France for the benefit of our cruise brands and

* Leased or owned port facilities that we have developed as destinations in Cozumel, Mexico, Grand
Turk, Turks & Caicos [slands, Puerto Plata, Domintcan Republic and Roatfin, Honduras, as well as
private 1sland destinations in The Bahamas, Half Moon Cay and Princess Cays®, prnncipaily for the
benefit of our North Amenca cruise brands The facility in Puerto Plata, Dominican Republic, known
as Amber Cove, 15 a new port destination strategically located 1n the central Canibbean crwse region
and opened 1n October 2015

These destinations offer a variety of features, including shore excursions, cultural and histonc exhibits, water
sports, beaches, retail outlets and a vanety of themed-dining options

In addition, we are involved with the development, enhancement and/or financing of government-owned and
operated cruise port facilities in Cape Canaveral, Fort Lauderdale and Miami, Flonda, Galveston, Texas, New
Orleans, Lowsiana, New York City, Mew York, Szn Juan, Puerto Rico and St Maarten, Kingdom of the
Netherlands

XVII Principsal Joint Ventures

8. Cruse Ship Repair Facility

We own a 40% interest in Grand Bahamas Shipyard Ltd (“GBSL") located ih Freepon,, Grand Bahamas Royal
Canbbean Cruises Lid (“RCCL™) also owns & 40% mnterest in GBSL and an unaffihated entity owned by Grand
Bahamas Port Authonty shareholders owns the remaining 20% We utilize Uns facility, as well as other ship
reparr facilities, for our regularly scheduled dry-dockings, shup improvement work and ceriain emergency repairs
During 2015, we had 10 ships serviced at thus facility In addition, unaffiliated cruise ships and other types of
ships, such as cargo ships. o1l and gas tankers and offshore unuts, are serviced at this facilty GBSL generated
total revenues of over $150 muilhion in 2015, with a large portion bemg derived from work on our crnse ships

b. Chinese Strategic Joini Venture

In October 2015, we formed a strategic joint venture by partnenng with siate owned China State Shipbuilding
Company and China Investment Corporation 1 Jaunich a new crusse brand 1n the Chinese vacation region
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Potential plans for the venture could include the purchase of both new and existing cruise ships to be home
ported 1n China

XVIIL. Sustainability

We recogmize that our reputation and success depend on having sustainable and transparent operations  Our
commitment end zcuons to keep our guests and crew members safe and comforntable, protect the environment,
develop and provide opportunuties for our workforee, strengthen our stakeholder relations and enhance the pont
commumnties that our ships visit, as well as the commumitzes where we work, are vital to our success as a business
enterprise and reflective of our core values We strive to be o company that people want to work for and to be an
exemplary global corporate ciizen

We voluntanily publish Sustainability Reports that address governance, commtments, stakeholder engagement,
environmental, labor, human nghts, society, product responsibility, economic and other sustasnability -related
1ssues and performance indrcators These reports, which can be viewed at www carmuvalcorp com and

www carruvalplc com were developed i accordance with the Sustainzbituy Reporting Guidelines established by
the Glebal Reporting Initiative, the global standard for reporting on environmental, social and governance
policies, pracuces and performance We have been publishing Sustainabihity Reports since 2011

We help to create a higher standard of living and quality of hife 1n our home communities and those that we visit
We often meet with local government leaders 1o discuss business and community planning and ways (O interact
sustainably We also promote the local desunations, develop cenain local ports and cruise terminals, provide
emergency aid and support and make philanthropic donauons 10 some of the commumues that we operate

In September 2015, we announced new 2020 sustainability goals reinforcing our commitment to the

environment, our guests, our employees and the commumiues 1n which we operate We have established ten goals
aimed a1 reducing our environmenta) footprint while enhancing the health, safety and secunty of our guests and
crew members and ensuring sustanable business practices across our brands and business partners in three
categones as follows

Environmenial Goals

« Reduce intensity of carben dioxide cquivalent (“CQ,¢") emussions from operations by 25% by 2020
relative to our 2005 baseline,

+ Continue 1o improve the quality of our emissiens 1nio the air by developing, deploying and operating
EGCSs across our fleet,

+ Increase usage of ship-to-shore power connection capabilities,

» Increase Advanced Wastewater Punfication Systems coverage of our fleet capacity by 10 percentage
points by 2020 relative to our 2014 baseline,

»  Continue to improve our shipboard operauons’ water use efficiency by 5% by 2020 relauve to our

2010 baseline and
= Continue 1o reduce waste generated by our shipboard operations by 5% by 2020 relauve o our 2010
baseline
Health, Safety and Secunity Goals

+  Continue to build on our commutment 1o protect the health, safety and secunity of gucsts, employees
and all others working on our behalf

Susiamnable Workforce and Community Goals

« Conunue to build a diverse and mnclusive workforce and provide all employees with a positive work
environment and opporturunes to build a rewarding career to further drive employee engagement,

+  Further develop and implement vendor assurance procedures ensuring comphance with Carnival
Corporauon & plc's Business Parirer Code of Conduct and Ethics and

+ Continue to work on mitiatives and partnerships that support and sponsor a broad range of
organuzanons for the benefit of the communittes where we operate

Our environmental efforts are focused on, among other tungs, reducing enussions such as greenhouse gases
(“GHGs™) (for example, carbon dioxide ("'COy") or CO,e, sulfur oxides (*S0x™) and mtrogen oxide ("NOx"))
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These emassions resuli from the combustion of the manne fuels consumed by our ships, which accounts for
substanually oll of our total GHG and other emissions  Accordingly, reducing fuel consumption conunues to be
an imponam campany-wide imuative, which wall continue to help reduce emussions We will continue to
implement our energy-saving and emussion reduction strategy, which includes installing some of the best
available energy and enussion reduction technologres on our ships, such as

» Efficiency improvements in the areas of hull ceating « More efficient pumps, venulation
and designs, and wasie heat recovery systems,

+ ECGSs, * New 1tineranes,

+ More advance engine designs, = More efficient propeller designs,

+ More efficient LED hghting, » Reduction 1n ship speeds and

» Mo cfficient air condiioning, which 1s the second » Increased energy use awareness and

largest user of onboard energy after propulsion, traning

In addition, we are designing more energy effictent ships that will enter our fleet in the fulure, while connuing
toward reducing the fuel consumption of our exisung fleet

We had voluntanly set a goal of delivering a 20% reduction (per unit) from our 2005 baseline of CQ,e emissions
from shipboard operations by 2015 We achieved our goal ane year ahead of schedule and have set a new goal to
achieve a 25% COye emussions reduction (per umt) from our 2005 baseline by 2020 We measure our ability to
use direct energy efficiently by calculating the amount of pnmary source energy we consume Qur ship fuel
consumption and emisston rates and our total ship fuel GHG emissions are as follows

Percentage
Change Since

Measure Units 2015 2014 2008 2014 2008
Ship Fuel Consumption Rate Grams Fuel/ALB-KM (a) 84 87 14 (% 92)%
Ship Fuel GHG Enussion Rate Grams CO,e/ALB-KM (b) 266 274 327 (Q29% (183 7)%
SOx Emussion Rate Kg SOx/NM (c) (e) 143 161 (e} (10 8)%{e)
NOx Enussion Rate Kg NOX/NM (c) (c) 225 248 ) (93)%(e)
Total Ship Fuel GHG

Emussions (1n mathions) Tonnes COqe {d) 101 101 100 — 10%

(a) We measure and report the ship fuel consumption rate m terms of grams of fuel per available lower berth
kilometer (“ALB- KM") This indicator enables us o make meanmgful fuel consumption comparisons that
take nto account changes in fleet size, ineranes and passenger capacity

(b) We measure and report the ship fuel GHG emission rote 1n terms of grams of CO,e per ALB-KM This
mdicator enables us to make meamngful GHG emussion reduction compansons that take mnlo account
changes in fleet size, tincranes and passenger capacity

(c) We measure SOx and NOx ermission rales in terms of total kilograms (“Kg") of emissions per nautical mile
("NM") Using an emussion rate normalized by distance traveled allows us to compare our poltutant reduction
efforts over the reporting penods

(d) GHG emission data collection and calculations were performed 1n accordance with our GHG Inventory
Management Plan, the Greenhouse Gas Protocol and International Orgamzation for Standardizauen (“1SO™)
standard 14064-3 2006

(e} Information for 2015 1s not avaulable as of February 19, 2016 Percentage reduction presented 1s from 2008 to
2014

The rate of decrease in Total Ship Fuel GHG Emussions was offset by the 28% increase in capacity and remained
essentially flat when companng 2008 to 2015

As part of our sustainabilsty strategy we have voluntanly reporied our carbon footprint via the CDP (formerly the
Carbon Disclosure Project) each year since 2007 The CDP rates companies on the depth and scope of their
disclosures and the quality of their reporuing Our submussion included detuls of our most recently compiled
ermussions daa and reducuon cfforts, along with our completton of an independent, third-party venfication of our
GHG emussions inventory In November 2015, we were awarded a posiion on the FTSE 350 and the S&P 500
Climate Disclosure Leadership Index as a result of our disclosures and efforts 1o reduce our carbon footprint We
also disclose our water stewardship through the CDP water program

We also support The Nature Conservancy, which 1s one of the world’s leading conservation orgamzations, 1n
thetr efforts 1o restore coral reefs, protect marne ecosystems and promote natural systems to help reduce the
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impact of storms and nsing sea tevels 1n coastal communiuies All of our brands environmental management
systems are cerufied 1n accordance with 1SO 14001

XIX. Governmenta) Regulations

a. Manume Regulations

1. General

Our ships are regulated by numerous intemational, nauonal, siate and local laws, regulations, treaties and other
tegal requirements that govern health, environmental, safely and secunty maticrs in relation o our guests, crew
and ships These requirements change regularly, sometimes on a daily basis, depending on the iineranes of qur
ships and the ports and counines visited If we violate or fail 10 comply with any of these laws, regulations,
treaties and other requirements we could be fined or otherwise sanctioned by regulators We are comnutied 1o
complying with, or exceeding, all relevant mantime requrements All of our ships, and the maritume industry as
a whole, are subject to the mantime safety and secunty regulations established by the Inlernattional Mantime
Orgamizauon (“IMO™), a specialized agency of the United Natons, and 1ts pnincipal set of requirements as
mandated through its Intermational Convention for the Safety of Life at Sea ("SOLAS™)

Our ships are registered, or flagged, m The Bahamas, Bermuda, Italy, Malha, the Netherlands, Panama and the
UK, which are also referred to as Flag States They are regulated by these Flag States through intemational
conventions that govern health, environmental, safety and secunty matters in relation to our guests, crew and
ships Representatives of each Flag State conduct periodic inspections, surveys and audits to venfy compliance
with these requirements In addiion, we are subject to the decrees, directives, regulations and requirements of the
European Uruon ("EU"), the U § and more than 400 other international ports that our ships visit every year

Qur ships are also subject 10 penodic class surveys, including dry-docking inspections, by shup classification
societies to venfy that our ships have been mauntained in accordance with the rules of the classificauon societies
and that recommended repairs have been sausfactonly completed Class cerufication 1s one of the necessary
documents required for our cruise ships to be flagged 1n a specific country, obtain ligbility mmsurance and legally
operate as passenger cruise ships Dry-dock frequency, for example, 15 a statutory requirement mandated by
SOLAS Gur ships dry-dock once or twice every five years, depending on the age of the ship Dry-docking,
which requires that the ship be temporanly taken out-of-service, typically lasts for one or more weeks depending
on the amount of work performed Significant dry-dock work includes hull inspection and related activities, such
as scraping, pressure cleaning and bottom painting, and mainienance of steenng and thruster equipment,
propulsion engines, stabilizers and ballast tanks While the ship 1s out of the water in dry-dock, we also perform
other repairs, maintenance and ship improvement work To the extent practical, each ship’s crew including the
hotel staff remain wath the ship dunng the dry-dock peniod and assist in performing repair and mantenance work
or participate 1n occupational, safety or other traning

As noted gbove, our ships are subject to inspection by the port regulatory authorities, which is also referred 10 as
Port Siate Control, 1n the vanous countnes that they visit Such inspections include venfication of comphance
with the mariume safety, secunty, environmental, customs, immigrauon, health and labor requirements
applicable to each port, as well as with international requirements Many countries have joimed together to form
regional port regulatory authonties

Our Boards of Directors have HESS Commuttees, which are currently each compnised of three independent
directors The principat function of the HESS Commuttees 15 to assist the boards in fulfilhng their responsibility to
supervise and monztor our health, environment, safety, secunty and sustamnability related policies, programs and
mmuatives at sea and ashore and compliance with related legal and regulatory requirements The HESS Comsmuttees
and our management team review all significant relevant nsks or exposures and associated rmutigating actions

We continue to be commutted to implementing appropnate measures to manage wdentificd nsks effecuvely As
part of cur commatment, we have a Chief Manume Officer, who 1s a retired Vice Admural from the U § Navy, 1o
oversee our global manume operatiens, including mariume quality assurance and policy, shipbuilding, ship refits
and research and development To ensure that we are compliant with the legal and regulatory requirements and
that these areas of our business operate in an effictent manner we conunue to, among other things

*  Provide regular health, environmental, safety and secunty support, traming, gurdance and information
to guests, employees and others working on our behalf,
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* Develop and implement effective and venfiable management systems to fulfill our health,
environmental, safety, sustainability and secunty commutments,

* Perform regutar shoreside and shipboard audits and 1ake appropnate action when deficiencies are
1dentified,

* Report and investigate all health, environmental, safety and security incidents and take appropnate
action o prevent recurrence,

* Identfy those employees responsible for managing health, safety, environment, secunty and
sustanability programs and ensure that there are clear lines of accountability and

¢ ldenufy the aspects of our business that impact the environment and continue to take appropnate action
to mimimuze that impact

2. Maritime Safety Regulations

The IMO has adopted safety standards as part of SOLAS, which apply 1o all of our ships To help ensure guest
and crew safety and secunty, SOLAS eslablishes, among other things, requirements for the following

*  Vessel design, * Life-saving and other equipment,
*  Structural features, * Fire protection and detection,

* Construction and matenals, * Safe management and operation,
* Refurtishment standards, «  Secunty and

* Radio commumcauons, *  Musters

All of our crew undergo regular safety raining that meets or exceeds all intemational manume regulahons,
including SOLAS requirements which are penodically revised These requiremenits apply to exising ships and
shaps under construction

SOLAS requires implementation of the Intemnational Safety Management Code (“ISM Code”), which provides an
miemauonal standard for the safe management and operation of shaps and for pollution prevenuon The ISM
Code 15 mandatory for passenger vessel operators Under the ISM Code, vessel operators are required to

* Develop a Safety Management System (“SMS”) that includes, among other things, the adoption of
safety and environmental protection poltcies setting forth instructions and procedures for operating
vessels safely and describing procedures for responding to emergencies and protecting the
environment

* Obtain a Document of Comphance ("DOC™) for the vessel operator, as wel) as a Safety Management
Ceruficate (“SMC") for each vessel they operate These documents are 1ssued by the vessel’s Flag
State and evidence compliance with the SMS

* Venly or renew DOCs and SMCs penodically in accordance with the ISM Code

All of our shoreside and shupboard operatiens and ships are regularly audited by the nauonal authorities and
maintain the required DOCs and SMCs in accordance with the ISM Code

We continue to implement policies and procedures that demonstrate our contintnng commitment to the safety of
our guests and crew These polictes and procedures include the following

» Expansion and acceleration of truning of our bndge and engine room officers i manume related best
practices at our trunung facilities 1n Almere, the Netherlands and Rostock, Germany,

*  Further standardization of our detailed brnidge and engine resource management procedures on all of
our ships,

* Expansion of our existing oversight function to monior bndge and engine room operalions,

+ ldentfying and standardizing best-pracitce policies and procedures in health, environment, safety and
secunty disciplines across the entire orgamzation 1ncluding on all our shups and

= Funther enhancing our processes for auditing and continuously improving our HESS performance
throughout our operations
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As members of CLIA, we helped to develop and have implemented policies thal are intended to enhance
shupbeard safety throughout the cruise industry In some cases thss calls for implementing best pracutces, which
are in excess of exisung legal requirements These policies pnmanly relate to the following

+ Locauon of lifejacket stowage, * Local sounding smoke alarms,

*  Harmonzauon of brdge procedures, + Reportuing of cnmes and mussing persons,

» Recording the nationality of passengers, » Safeguarding ctuldren in youth activity centers,
» Common elements of passenger musters, *  Secunty incidents,

¢ Passage planning, *  Waste management and

* Personnel access to the bndge, *  Mocdical facitites

Lifeboat loading for traiming purposes,
Further details on these and other policies can be found on www cnusing org

3. Mantme Secunty Regulations

Our ships are subject to numerous secunly requirements These requirements include the Internauonal Ship and
Port Facility Secunty Code, which s part of SOLAS, the U S Mantime Transportation Secunty Act of 2002,
which addresses U S port and waterway secunty and the US Cruise Vessel Secunty and Safety Act of 2010,
which applies 1o all of our ships that embark or disembark passengers in the US ‘These regulanons include
requirements as to the following

« Implementation of specific secunty measures, including onboard nstallation of a shup secunity alen
system,

Assessment of vessel secunty,

Efforts 10 1denufy and deter secunty threats,

Traing, dnlls and exercises,

Secunty plans that may include guest, vehicle and baggage screenung procedures, secunty patrols,
establishment of restricted areas, persannel identification procedures, sccess centrol measures and
mstallation of surveillance equipment and

+ Estabhishment of procedures and policies for reporung and managing allegations of cnmes

4, Maritime Environmental Regulations

We are subject Lo humerous international, national, state and local environmental laws, regulations and treaties
that govern, among other things, air emussions, waste discharges, water management and disposal, and the
storage, handling, use and disposal of hazardous substances such as chemicals, solvents and paints

1. International Regulations

The pnincipal intemauonal convenuon governing manne pollution prevention and response 1s the IMO’s
Intemauonal Convenuion for the Prevenuon of Pollution from Ships (“MARPOL™) MARPOL includes four
annexes containing requirements designed to prevent and nummize both accidental and operatienal pollution by
oil, sewage, garbage and air emussions

8. Preventing and Miumzing Pollution

MARPOL sets forth specific requrements related to vessel operations, equipment, recordkeeping and reporting
that are designed to prevent and manimize pollution AN of our ships must carry an Intemational Od Pollution
Prevention Certsficale, an [niernational Sewage Pollution Preventon Cernficate, an Internattonal Awr Polluuon
Prevenuon Certificate and a Garbage Mansgement Plan The ship’s Flag State 1ssues these certficates, which
evidence their comphance with the MARPOL regulations regarding prevenuon of pollution by o1d, sewage,
garbage and air emusstons Centain junsdictions have not adopted all of these MARPOL annexes but have
established various national, regional or local laws and regulations to apply to these areas

As noted above, MARPOL governs the prevenucn of pollution by o1l from operational measures, as well as from
accidental discharges MARPOL requires that discharges of machinery space bilge water pass through pollution
prevenuon equpment that separates 011 from the water and monitors the discharge to ensure that the effluent does
not exceed 15 parts per mutlion of o1l Our shups must have oily water separators with o1l content monzstors
installed and must maintain a record of certain engine room operattons 1n an Oil Record Book [n add:itton, we
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have voluntanly installed redundant systems on all of our ships that monitor processed bilge water prior 10
discharge to ensure that 1t contatns no more than 15 parts per million of o1l This veoluntary system provides
addiional control to prevent improper bilge water discharges MARPOL also requures that our ships have
Shipboard Oil Polluuon Emergency Plans

MARPOL also govems the discharge of sewage from ships and contains regulations regarding the ships’
equipment and systems for the control of sewage discharge, the provision of facilsties at ports and termunals for
the recepuon of sewage and requirements for survey and certification

MARPOL also governs the discharge of garbage from ships and requires a Garbage Management Plan and a
Garbage Record Book As a result of MARPOL regulations addressing garbage management, the discharge of all
garbage 10 sea 1s prohibited unless the discharge 1s expressly permitted by these regulauons

Furthermore, MARPOL addresses air emissions from vessels, establishes requirements for the prevention of air
pollution from ships to reduce enussions of SOx, NOx and partculate matter [t also contains restrictions on the
use of ozone depletng substances (“ODS™) and requires the recording of ODS use, equipment containing ODS
and the emussion of ODS

As a means of managing and improving our environmental performance and compliance, we adhere to standards
set by IS0, an internauonal standard-setung body, which produces worldwide industrial and commercial
standards The environmental management systems of our brands and ships are certified m accordance with ISO
14001, the environmental management standard that was developed to help organizanons manage the
environmental impacts of their processes, products and services 1SO 14001 defines an approach to setting and
achieving environmental objectives and targets, within a structured management framework

b. Low Sulfur Fuel

MARPOL Annex VI addresses mir emissions from vessels in both auxihary and main propulsion diesel engines
on ships Annex VI also specifies requirements for Emission Contro! Areas (“ECAs”) with stiicter hmutations on
sulfur emussions in these areas Since January 2015, ships operating in the Baluc Sea ECA, the North Sea ECA,
the North Amencan ECA and the U § Canbbean ECA have been required 1o use fuel with a sulfur content of no
more than 0 1% or use alternative emission reduction methods (“2015 ECA™) Since July 20135, ships operating in
the port of Hong Kong were required to start using fuel with a sulfur contemt of no more than 0 5% or use
altemative emussion reducton methods Lastly, since October 2015, stups operating at berth in the port of
Sydney, Australia were requrred to start using fuel with a sulfur content of no more than 0 1% or use alternative
emussion reduction methods, effectve July 2016, thus requirement will apply to ships operating anywhere withun
the boundanes of Sydney Harbor

The MARPOL global Limut on fuel suifur content outside of ECAs will be reduced to 0 5% on and after January
2020 This 0 5% global standard 1s subject to an IMO review by 2018 as to the availabiity of the requared fuel o1l
to comply with this standard, taking into account the global fuel o1l market supply and demand, an analysis of
wrends in fuel o1l markets and any other relevant 1ssues [ the IMO determunes that there 15 insufTicient fuel to
comply with the 0 5% standard 1n January 2020, then this requirement will be delayed to January 2025, at the
latest However, the EU Parhiament and Council have set 2020 as the final date for the 0 5% fuel sulfur content
bimut to enter force, regardless of the 2018 IMO review results This EU Sulfur Direcuive will cover EU Member
States’ territorial waters that are within 12 nautical miles of their coasthne

In conjunction with an affiliate we wall continue (o develop and test EGCS designs that will rectuce the sulfur
ermsston levels of our hugher sulfur bunker fuel to or below the levels required under the ECA hmuts and the
2020 global Lmuts To allow us sufficient time (0 nstall EGCSs on 2 reasonable schedule, we received an
exemplon for 32 ships that regularly sailed within the North Amencan and US Canbbean ECAs that have
delayed the requirements to comply with the 2015 ECA limut through agreed upon dates ending i 2016 As of
November 30, 2015, EGCSs have been installed on 40 ships, including some of the ships operatsng under the
exemption, and we expect to have them installed on 64 ships by the end of 2016 These efforis will mittpate the
majonty of the impact from the 2015 ECA We have, and will, incur additional EGCS operating expenses as we
benefit from the use of thus technology
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¢. Other Emission Abatement Methods

In the long-term, the cost impacts of achueving progressively lower sulfur emission requirements may be further
mitrgated by the favorable impact of future changes in the supply and demand balance for manne and other fuels,
future developments of and investments 1 ymproved sulfur epission abatement technologies, the use of
altemauve lower cost and lower emassion fuels and our continued efforts to improve the overall fuel efficiency
across our fleet Since 2007, we have achieved an almost 27% cumulauve reductron in unit fuel consumption by
focusing on the following

* Efficiency improvements m the areas of hull coatings * More efficient pumps, ventilauon
and designs, and waste heat recovery systems,

* Improved engine performance, *  New mneranes,

* More advance engine designs, *  More efficient propeller designs,

+ More cfficrent LED Lighting, * Reducuon 1n shup speeds and

* More effic:ent ar conditioning, which 1s the second * Increased energy use awareness and
largest user of cnboard energy after propulsion, traiming

As part of our ermussion abatement program, we have conunued our work with tocal port authonties to help
promote the development of shore power connecuens i Juneaw, Alaska, Long Beach, Los Angeles, San
Francisco and San Diego, Cahfornta, Brooklyn, New York, Halifax, Nova Scotia. Seattle, Washington and
Vancouver, Bnush Columbia and have equipped 26 ships with the capability to utilize shore power technology
This technology enables our ships to use power from the local clectneity provider rather than running their
engines while in pont to power their onboard serveces, and thus reducing our air emasstons Symularly, in an effon
10 continue our commitment to sustainability and to play a leading role m matters of environmentsl protection in
the crwise industry, AIDA began using liquefied natural gas ("LNG") hybnid barge as an ecologically friendly
and flexible power supply and an altemative io shore power, while its ships are moared 1n the port of Hamburg,
Germany

We announced 1n 2015 that four next-generauon cruise shaps for Costa and AIDA will be the first in the industry
to be powered at sea by LNG, one of the world’s cleanest burming fossit fuels Pioneenng a new era in the use of
low carbon fuels, these new ships will use LNG to generate 100 percent of the ship's power both 1n port and on
the open sea — an innovation that will reduce exhaust emissions to help protect the environment Addittonally,
AlDAprima whuch 1s expected to be delivered i early 2016 and her 2017 sister shep, will be the first cruise ships
i the world that will regularly use dual-fuel engines for an energy supply with LNG while m port, along wath a
connection 10 shoreside power and an extensive filier system for the treatment of exhaust emissions

d Greenhouse Gas Emissions

In January 2013, the IMO approved measures (o umprove energy efficiency and reduce emussions of GHGs from
internattonal shipping by adopting techmcal and operauonal measures for all shups The technical measures apply
to the design of new vessels, and the operational reduction measures apply to all vessels Operational reduction
measures have been implemented through a vanety of means, including a Ship Energy Efficiency Plan, improved
voyage planning and more frequent propeller and hull cleamings We have established objectives within the 1ISO
14001 environmental management systems of each of our brands o further reduce fuel consumption rates and the
resulting COye emussion rates

1. U.S. Federal and State Regulations

The Act to Prevent Polluuon from Shups authonzes the implementabon of MARPOL in the U § and imposes
numerous requrements on our ships, as discussed above Admimistrative, civil and cnminal penalties may be
assessed for violations

The Onl Pollution Act of 1990 (“OPA 90") established a comprehensive federal iability regime, as well as
prevention and response requurements, relaung to discharges of ol in U S waters The major requiretnents
include demonstraung financsal responsibiliy up to the habiliy limts and having o:l spitl response plans tn
placc We have Certsficates of Financial Responsibility that demonstrate our ability to meet the maximum
amount of OPA 90 related hability that our shups could be subject to for removal costs and damages, such as
from an o1l spull or a release of 2 hazardous substance Under OPA 90, owners or operators of vessels operaung
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n US waters must file Vessel Response Plans with the U S Coast Guard and must operate in comphance with
these plans Our Vesse! Response Plans have been submitted to the U S Coast Guard and we operate in
accordance with our plans As OPA 90 expressly allows coastal states to impose liabilities and requirements
beyond those imposed under federal law, many U S states have enacted laws more stningent than OPA 90 Some
of these state laws impose unlimited hiabtlity for o1l spills and contam more stnngent financial responsibility and
contingency planning requirements

The Clean Water Act ("CWA") provides the U S Enwvironmental Protection Agency (“EPA") with the authority
to regulate commercial vessels’ incidental discharges of ballast water, bilge water, gray water, anti-fouling paints
and other substances dunng normal operatuons within the U S three mile temtonal sea and inland waters

Pursuant to the CWA authonty, the U § National Pollutant Discharge Eimination System was designed to
mimmize pollution within U § temitonal waters For our affected ships, all of the requirements are land out
EPA’s Vessel General Permit (“VGP") for discharges incidenial to the normal operations of vessels The VGP
establishes effluent himuts for 27 specific discharges incidental to the normal operaton of a vessel In addition to
these discharge and vessel specific requirements, the VGP mcludes requirements for inspections, monionng,
reporting and record-keeping Qur vessels have coverage under the VGP and thus are subject to its requirements

We are subject to the requirements of the U S Resource Conservation and Recovery Act for the transportation
and disposal of both hazardous and non-hazardous sohd wastes that are generated by our shaps In general, vessel
owners are requured to deterrmne 1f their wastes are hazardous, comply with centan standards for the proper
management of hazardous wastes and use hazardous waste manifests for shipments to approved disposal
faciliies

The U S National Invasive Species Act (“NISA™) was enacied 1n response to growing reports of harmful
organisms being released into U § waters through ballast water taken on by vessels in foreign waters The U S
Coast Guard adopted regulations under NISA that impose mandatory ballast water management practices for all
vessels equipped with ballast water tanks entenng U S waters These requirements can be met by performing
nud-ocean ballast exchange, by retaining baflast water onboard the vessel or by using environmentally sound
ballast water treatment methods approved by the US Coast Guard

Most U S states that border navigable waterways or sea coasts have also enacted environmental regulations that
impose strict habihity for removal costs and damages resulting from a discharge of ol or a release of a hazardous
substance These laws may be more stringent than U S federal law and in some cases have no statutory limats of
Liability

The state of Alaska has enacted legislation that proubits certan discharges in designated Alaskan waters and sets
effluent limuts on others Further, the state requires that certain discharges be reported and monitored to venfy
comphiance with the standards established by the legislation Both the state and federal environmental regimes 1n
Alaska are more stnngent than the U S federal requirements wath regard to discharge from vessels in other areas
The legislation also provides that repeat violators of the regulations could be prohibited from operaung 1n
Alaskan waters The state of Califorma also has environmental requirements significantly more stringent than the
federal requirements

iir. EU Regulations

The EU has adopted a broad range of substannal environmental measures aimed at improving the quahty of the
environment for European citizens and providing them with a high quality of ife To support the implementation
and enforcement of European environmenial legislation, the EU has adopted direcuves on environmental liabihity
and enforcement and a recommendation providing for minimum cntena for environmental inspections

The European Commussion’s ('EC") strategy s to reduce atmosphenc enrussions from ships The EC strategy
secks o implement SOx Enussion Control Areas set out in MARPOL, as discussed below In addition, the EC
goes beyond the IMO by requinng the use of low sulfur (less than O 1%) manne gas o1l while 1n EU ports

5 Mantme Health Regulations

We are commutied to providing a healthy environment for all of our guests and crew We collaborate with public
health inspection programs throughout the world, such as the Centers for Disease Control and Prevention in the
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U S (“CDC™) and the SHIPSAN Project in the EU to ensure that development of these programs leads to
enhanced health and hygiene onboard our ships Through our collaborative efforts, we work with the authonties
1o develop and revise guidehines, review plans and conduct on-site inspectiens for afl newbuilds and sigmuficant
ship renovations In addition, we continue 1o maintain our ships by meeting, and often exceeding, apphicable
public health guidelines and requircments, complymng with inspections, reporting communicahble 1llnesses and
conducting regular crew mamng and guest education programs

In 2014, 11 3 rmllion passengers embarked on CLIA member cruise ships from U S ports That year, there were
eight reportable norovirus outbreaks on cruise ships deparung from U S ports involving a total of 1,547
passengers, which represents only 0 014% of cruise passengers on CLIA member cruise ships By contrast, the
CDC reported there are approximalely 20 mullion norovirus cases 1n a typical yearmthe U S, or 6 3% of the

U S populauon It 1s esumated that 1 in 15 Amencans contract the norovirus on land each year, compared (0 an
esumated 1 1 12,000 cruse guests who repont that they have contracied the norovirus on a cruise ship dunng an
outbreak each year Althcugh outbreaks of gastrointestinal illnesses on ships represent a small percentage of all
outbreaks, the cruise industry has developed and implemented policies and pracuces 10 lumit gastromntesunal
iliness onboard ships

6. Mantime Labor Regulations

In 2006, the International Labor Organuzation, an agency of the Unuted Nanons that develops and oversees
international labor standards, adopted a Consohdated Mantime Labor Convention (“MLC 2006™) MLC 2006
contains a comprehensive set of global standards and includes a broad range of requirements, such as the
defimtion of o seafarer, mummum age of seafarers, medical ceruficates, recruitment practices, traing,
repatnation, food, recreational facihties, health and welfare, hours of work and rest, accommodations, wages and
entitlements In August 2013, MLC 2006 became effective in certain countnes in which we operate

The Intemational Convention on Standards of Truming, Cerufication and Watchkeeping for Seafarers, as
amended, establishes minimum standards relating to traming, mcluding secunty truuning, cerufication and
watchkeeping for our scafarers

b Consumer Regulations

In most major countnes where we source our guests, we arc required to establish financial responsibility, such as
obtamung a guaraniee from a reputable insurance company to ensure that, in case of insolvency, our guests will
be refunded theur deposits and repatriated wathout additional cost 1f insolvency occurs after a cruise starts

In Australia and most of Europe, we are also obligated to honor our guests’ cruise payments made by them to
ther travel egents and tour operators regardless of whether we receave these payments

c. Guests with Disabilities Regulations

Regulauons regarding ship accessibility standards are expecicd to be 1ssued inthe US As aresult of the
propased new regulations, we expect that we wall be required to make modifications to some of our ships but do
not believe the cost of these will have a significant impact on our consolidated financial statements

XX. Taxation

A summary of vur principal laxes and exemptions in the junsdicuons where our significant operations arc located
15 as follows

a. U.S. Income Tax
We are pnmaniy fereign corporations engaged in the business of operaung cruise ships 1n international
transportauon We also own and operate, among other businesses, the U S hote! and transportatton business of
Holland Amenca Princess Alaska Tours throngh U § corporauons

Our North Amencan cruise ship businesses and centain ship-owmng subsidianes are engaged 1n a trade or
business within the U § Depending on its itinerary, any parucular ship may generate income from scurces within
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the US We believe that our U S source income and the income of our ship-owning subsidiaries, to the extent
derived from, or incidental to, the intemational operation of a ship or shups, ts currenily exempt from U S federal
income and branch profit taxes

Our domesuc U S operations, principally the hotel and transportation business of Holland America Prnicess
Alaska Tours, are subject to federal and state income taxation m the U S

1 Application of Section 883 of the Internal Revenue Code

In general, under Section 883 of the Intemal Revenue Code, certain non-U S corporations (such as our North
American cruise ship businesses) are not subject to U § federal mcome tax or branch profits tax on U 5 source
income derived from, or incidental to, the international operation of a ship or ships Applicable U 8 Treasury
regulaions provide in general that a foreign corporation will quahify for the benefits of Section 883 1f, in relevam
part, (1) the foreign country 1n which the foreign corporation 1s organized grants an equivalent exemption to
corporations orgamized i the U S (an “equivalent exemption junsdicnon™) and {n) the foreign corporatton meets
a defined publicly-traded test Subsxhianes of foreign corperations that are orgamized in an equivalent exemption
junsdicuon and mezt the publicly-iraded test also benefit from Secuon 833 We beheve that Panamais an
equivalent exemption junisdicuion and Carnival Corporanon currently qualifies as a publicly-traded corporation
under the regulauons Accordingly, substantiolly al! of Cammival Corporation’s income 1s exempt from U §
federal income and branch profit taxes

Regulations under Section 833 list items that the Internal Revenue Service (“IRS™) does not consider to be
incidental to ship operations Among the rtems idenufied as not incidental are income from the sale of air
transportation, transfers, shore excursions and pre- and post-cruise land packages to the extent earned from
sources withinthe U §

2 Exemption Under Applicable Income Tax Treaties

We believe that the U S source transpontauon income earned by Carmuval ple and its ltalian res:dent subsidiary
currently qualifies for exemption from U § federal income tax under applicable bilatera) U § incoms tax
treabies

3 U.S. State Income Tax

Camsval Corporation and Carnival plc and certan of their subsidianes are subject to vanous U S state income
taxcs generally imposed on each state’s portion of the U S source income subject to U S federal income taxes
However, the state of Alaska imposes an income tax on its altocated portion of the total income of our compames
doing business 1n Alaska and certaun of their subsidianes

b. UK and Austrahan Income Tax

Cunard, P&O Cruises (UK) and P&O Crutses (Australia) are divisions of Carmival plc and have elected to enter
the UK tonnage tax under & rolling ten-year tcrm and, accordingly, reapply every year Compatues to which the
tonnage tax regime applies pay corporation taxes on profits calculaled by reference to the net tonnage of
qualifying ships UK corporation tax 15 not chargeable under the normal UK tax rules on these brands’ relevant
shipping stncome  Relevant shupping income tncludes income from the operauon of qualifying shups and from
shipping related activities

For a company 10 be chgible for the regime, 1t must be subject to UK corporation tax and, among other matters,
operate quahifying ships that are strategically and commercially managed in the UK Companies withm UK
tonnage tax are also subject to a seafarer trainmg requirement

Qur UK non-shipping activiuies that do ot qualify under the UK tonnage tax regime remain subject to normal
UK corporauon tax Dividends received from subsidianes of Camival plc doing business outside the UK are
generally exempt from UK corporation tax
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P&0O Cruises (Austrabia) and all of the other cnase shups operated intemationally by Camuval plc for the cruise
segment of the Australian vacation region are exempt from Australian corporation tax by virtue of the UK/
Australian income tax treaty

c. Itahan and German Income Tax

In early 2015, Costa and AIDA re—clecied 1o enter the ltahan tonnage tax regime through 2024 and can reapply
for an addiuonal ten-year period beginning in early 2025 Compantes to which the tonnage 1ax regime applies
pay corporation taxes on shipping profits calculated by reference to the net tonnage of quahfying ships

=
)
=
=
T
f»
—-
7

Most of Costa’s and AIDA's earnings that are not eligible for 1axauon under the ltalian tonnage 1ax regime will
be taxed at an effecuve tax rate of § 5%

Substanually all of AIDA's camnings are exempt from German income taxes by vartue of the Germany/Italy
mncome tax wreaty

d. Income and Other Taxes in Asian Countries

Subsiantially all of our brands’ income from their mternational operation 10 Asian countries 15 exempt from local
corporation tax by virtue of relevant income tax treaties

e. Other

In addimion 10 or in place of income taxes, virwally all junsdictions where our shaps call impose taxes, fees and
other charges based on guest counts, stup tonnage, passenger capacity or some other measure

XXI. Trademarks and Other Intellectual Property

We own and have registered or hicensed numerous trademarks and domain names, which we believe are widely
recogmzed and have considerable value These intangible assets enable us to disinguish our cruise products and
services, ships and programs from those of our compettors Our trademarks include the trade names of our cruise
brands, each of which we believe 1s 2 widely-recognized brand i the cnnse industry, as well as our ship names
and a wide vanety of cruise products and services See Note 11, “Fair Value Measurements, Denvatives
Instruments and Hedging Activities” of the DLC Financial Statements, which are included i Annex 1, but do not
form part of these Carmival plc financial statements and Item 3 Business Review — “Critical Accounting
Estmates — Asset Impairmenis™ wiathin this Strategic Report for addittonat discussion of our trademarks

XXII. Competition

We compete with land-based vacation aliernatves throughout the world, such as hotels, resorts (including all-
inclusive resorts), theme parks, organized tours, casinos, vacation ownership properues, and other intemet-based
alternative lodging sites Our principal cruise compentors are RCCL, Nerwegian Cruise Line Holdings, Ltd
(“NCL") and MSC Cruises RCCL and NCL each own several brands as follows

+ RCCL owns Royal Canbbean Intenauonal, Celebnty Cruises, Azamara Club Cruses, CDF Croisieres
de France and Pullmantur,

* RCCL and TUI AG, the leading German tour operator, jointly own TUI Cruises, a German crucse
compeutor,

¢« RCCL and Cunp, a leadirg Chinese travel service proveder, juintly own SkySea Cruises, a domestuc
Chinese cruise competitor and

+ NCL owns Norwegian Cruise Line, Oceama Cruises and Regent Scven Seas Cruises

Almost 90% of all 2014 global crusse guests sajled with these competitors and us

D. Website Access to Carnival Corporation & plc SEC Reports

Our Form 10-K, joint Quarsterly Reponts on Form 10-Q, jomt Current Reports on Form 8-K, jomt Proxy
Statement related to our annual shareholders meeung, Secuon 16 filings and all amendments to those reports are
available free of charge on our home pages at www carmivalcorp com and www carmvalplc com and on the
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SEC's home page at www gec gov as soon as reasonably pracuicable after we have electromcally filed or
furmushed these reponts with the SEC The content of any website referred to withun this Strategic Report is not
incorporated by reference into this Strategic Report

E. Industry and Market Data

This Strategic Report includes market share and industry data and forecasts that we obtmned from industry
publications, third-party surveys and intemal company surveys Industry publications, including those from
CLIA, G P Wild and surveys and forecasts, gencrally state that the information contained therein has been
oblained from sources believed to be rehable CLI1A 15 a non-profit marketng and traimng orgamzation formed
in 1975 to promote crmsing and offer suppon and trasming for the travel agent commumty in North Amenca In
addition, CLIA participates in the regulatory and policy development process while supporting measures that
foster a safe, secure and healthy cnnse ship environment  Also, CLIA faciluates sirategic relatonships between
cnuse industry suppliers and orgamzatsons, cruise hnes, ports and shipyards and provides a forum for interacuon
with governmental agencies All CLIA information, obtained from the CLIA website www cnuising org, relates
to the CLIA member crwase lines In 2015, CLIA represents 62 cnuse brands that operate 95% of cruise industry
capacity G P Waild is an authoritative source of cruise industry statistics and publishes a number of reports and
industry reviews ANl G P Wild information 1s obtamned from thewr annual Cruise Industry Statisucal Review All
other references to thurd party information are publicly available at nomunal or no cost We use the most currently
avalable industry and market data to support statements as to our market positions Although we believe that the
industry publications and third-party sources are relizble, we have not independently venfied any of the data
Simularly, while we believe our interna} esiimates with respect to our industry are rehable, they have not been
venfied by any independent sources Wtule we are not aware of any musstatements regarding any sndustry data
presented herein, our esumates, i partrcular as they relate to market share and ocur general expectations, involve
nsks and uncertainties and are subject to change based on vanious factors, including those discussed under

Itern 5 Rusk Management andfor Mitigation of Pnncipal Risks within this Strategic Report

3 Business Review.
2015 Executive Overview

Overall, 2015 was a great year for us as we continued to improve earmngs with over 40% growth driven by
hugher cruise ticket pneing and onboard spending and lower fuel prices, despite the unfavorable foreign currency
impact and macroeconomic and geopolitical challenges We also achieved a ROIC at November 30, 2015 of
rearly 7 5%, which 1s up from approximately 4 5% two years ago, as we move towards our goal of double dignt
ROIC in the next two to three years, while maintaining a strong balance sheet (we define ROIC as the twelve-
month adjusted carnings before interest divided by the monthly average of debt plus equity munus construction-
in-progress)

Net income for 2015 mcreased 44% to $1 8 billion from $i 2 billion for 2014 (diluted earmings per share was
$2 2610 2015 compared 1o $1 56 1n 2014) The increase tn our net income for 2015 was dnven pnmanly by the
following

* Increases i crwmise ticket pneng, dnven pnmanly by improvements in Alaskan and Canbbean
ineranes for our North Amenca brands and Mediterrancan and North European runeraries for our
EAA brands. mostly offset by the net unfavorable foreign currency transacuonal impact,

* Higher onboard spending by our guesis on both sides of the Atlantic and

* Lower fuel prices, partially offset from losses on fuel denvauves

These increases to 20135 net income were partally offset by the unfavorable foreign curency translational impact
and higher dry-dock expenses resulting from a hugher number of dry-dock days in 2015 compared to 2014

Our key Non-GAAP performance financial measures for 2015 were as follows (see “Key Performance Non-
GAAP Financial Indicators™)

*  Adjusted net income mncreased 40% to $2 1 billion from $1 5 biltion for 2014 (adjusted diluted
earnings per share in 2015 was $2 70 compared to $1 93 1n 2014),
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* Net revenue yields on a constant currency basis increased 4 3%, compnsed of a8 3 8% increase in net
passenger tickel revenue yields and a 5 9% increase in net onboard and other revenue yields and

+ Net cnuse costs excluding fuel per ALBD (“available lower berth day™) on a constant currency basis
increased 3 5%

Our abulity to generate sigmficant operating cash flows allows us to internally fund our capital investments [n
addiuon, we are commutied to returming ‘free cash flows™ (defined as cash flows from operations less investing
acuvities) to our sharcholders in the form of divadends and/or share buybacks In 2015, we generated over $4 5
hllion of cash from operauons, 33% higher than last year, and used 52 5 billion to fund investing activittes,
leaving us with $2 | billion, the majonty of which has been returned 10 our shareholders through our regular
quarterly dividends and share buybacks In addition, we increased our quarterly dividend by 20'% to $0 30 per
share from $0 25 per share and repurchased $276 mllion of our shares under the Repurchase Program

We continue (o identfy and implement new strategies and tactics to strengthen our cruise ucket revenue
management processes and systems across our portfolio of brands, such as opumizing our pricing methodologtes
and improving our pricing models In addition, we are in the process of developing a state-of-the-art revenue
management system that wall ultimately enable cur brands to further opumuze pnewng and iventory We are also
mmplementing new jniiatives to better coordinate and optimize our brands’ global deployment strategies to
maximuze guest satsfaction and 1unerary profits Further, we are implementing inutiatives to strengthen our
onboard revenue programs Finally, we added a new pont facility, Amber Cove in Puerto Plata, Domimnican
Republic, strategically located in the central Canbbean

We also continue to implement inttiatives 1o create addional demand for our brands, ulumately leading 1o
higher revenue yields This includes increasing consumer awareness and consideration of our cruise brands and
the global cruise industry through coordinated media communication, expanded trade-show presence and
advertising

Our goal 15 to consistently exceed our guests’ expectatrons while providing them with a wide vanety of
exceptional vacauon experiences We believe that we can achieve this goal by continually focusing our efforts on
helping our guests choose the cruise brand that will meet their unique needs and desires, tmproving their overall
vacation expenences and bmlding state-of-the-art ships with innovative onboard offerings and unequaled guest
services We are conunuing to work on the next generation of innovative guest expenences so as lo ensure we
will be consistently exceeding our guest expectalions

Princess celebrated sts 50th anniversary this year with an array of celebratory activities and entertanment
throughout the year to commemorate half a century of cruising, mcluding a reunien of the anginal cast of “The
Love Boat" TV senes, and an award winning float in the New Years' Day Rose Bowl Parade Also, Cunard
celebrated its 175th anniversary in cities around the world that chmaxed 1n May wath the first ever meeting of the
three Queens 1n Liverpool, England This event attracted more than | 3 miltion shoreside speciators, in what may
have been the largest attendance at a single day mantime event anywhere in the world Finally, we had a five
ship event i the Sydney Harbor for P&O Cruises (Australia) that attracted well over three hours of live coverage
on Australia’s "Today” show

Strong relationships with our travel agents are especially vital to our success We continue to strengthen our
relauonship with the travel agent commumty by increasing our communicauon and outreach, implementing
changes based on travel agent feedback and improving our educational programs 1o assist agents in sumulating
cruise demand

in 2015, we reintarced our leadership position in China with the successful introduction of our fourth ship
homeported 1n China We belicve that we have sigmificant opportuniies to continue to grow our presence 1n
China due to its large and growing middle-class population and expansion of their intemational tounsm We also
intend to expand our brand portfolio 1n China in the future As we execule our strategy (o accelerate growth in
China, we have the benefit of nine years of local expenence to help guide our expansion and enhance our cruise
preducts and services (o make them even more attracuve 10 our Chinese guests

With 99 ships and more than 10 8 mullion guests 1n 20185, we have the scale to optinuze our structure by utihzing
our combined purchasing volumes and common technologies as well as implementang cross-brand 1muauves
aimed at cost contamment We have also established global leadership positions for communications, guest
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expenence, manlime, procurement, revenue management and strategy to increase collaboration and
communicaton across our brands and help coordinate our global efferts and inutiatives

We consider health, environment, safety, security and sustainability matters to be core guiding principles Qur
uncompromusing commitment to Lhe safety and comiort of our guests and crew ts paramount to the success of our
busmess We are commutted to operating a safe and reliable fleet and protecting the health, safety and secunty of
our guests, employees and afl others working on our behall, thereby promoung an orgamization that 1s free of
injuncs, 1liness and loss We conunue to focus on further enhancing the safety measures oaboard all of our ships
We are also devoted to protecting the environment in which our vessels sa1l and the communittes in which we
operate We are dedicated to fully complying with, or exceeding, all relevant legal and statutory requirements
related (o health, environment, safety, secunty and sustanability throughout our business

We employ an average of 82,200 crew members, including officers, onboard the ships we currently operate,
which excludes employees who are on a leave We also have an averzge of 10,000 full-time and 2,400 part-time/
scasonal shoreside emplayees Our goal 15 1o recrut, develop and retatn the finest shipboard and shareside
employees A team of highly mouvated and engaged employees 1s key to delivenng vacaton expenences that
exceed our guests’ expectations We are a diverse orgamizanon and value and suppor our talented and diverse
cmployee base We also are commutted to employing people from around the world and hinng them based on the
quality of their expenence, skills, education and characier, without regard for thear identfication with any group
or classification of people

In 2015, we introduced P&O Cruises (UK)'s 3,647-passenger Britannta, the largest ship ever bult specifically
for Bnush guests and named by Her Majesty, Queen Elizabeth 11 In addiuon, we signed eight new ship orders
this year As of February 19, 2016, we have a total of 17 cruise ships scheduled to be delivered between 2016 and
2020 Some of these ships will replace existing capacity as less efficien: ships exat our fleet Since 2006, we have
removed 17 shups from our flect and will remove one more ship in March 2016 We have a disciplined, measured
approach to capacity growth so that we achieve an optimal balance of supply and demand to maximuze our
profitability

Outlook for the 2016 First Quarter and Full Year

On December 18, 2015, we said that we expected our adjusted diluted earmings per share for the 2016 first
quarter to be mn the range of $0 28 to $0 32 and 2016 full year 10 be in the range of $3 10 to $3 40 (see “Key
Performance Non-GAAP Finangial Indicators™ Our guidance was based on the assumptions n the table below

On January 26, 2016 updated only for the current assumptions in the table below, our adjusted diluted earnings
per share for the 2016 full year would decrease by $0 08 This decrease was czused by foreign currency exchange
rates, mcluding both foreign currency translational and transactional impacts of $C 11 per share, partially offset
by a $0 03 per share increase due 10 lower fuel prices, net of forecasted realized losses on fuel denvauves In
addition, our adjusted diluted earmings per share far the 2016 first quarter would decrease by $0 02

2016 Assumptions
December 18,2015 Januoary 26, 2016

First quarter fuel cost per metric ton consumed s 239 $ 226
Full year fuel cost per metric ton consumed $ 246 $ 222

First quarter cusrencies

U § dollar to euro $ 110 $ 108

U S dollar to sterling $ 15l 3 14

U S dollar to Austrahan dollar $ 073 $ 071

U S dolar 1o Canadian dollar $ 07 $ 071
Full year currencies

U S dollar to euro $ L10 $ 108

U S dollar to sterling $ 151 $ 143

U S dollar to Australian dollar $§ 073 $ 070

U S dotlar to Canadian dollar $ 07 $ ¢71

The fuel and currency assumptions used 1n our guidance change daily and, accordingly, our forecasts change
daily based on the changes in these assumpuons
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The sbove forward-looking statements involve risks, uncertainties and assumptions with respect to us There are
many factors that could cause our actual results to daffer matenally from those expressed above including, but not
hmuted to, incidents, such as ship incidents, secunty mcidents, the spread of comagious diseases and threats
thereof, adverse weather conditions or other natural disasters and the related adverse publicity, economic
condinons ang adverse world events, changes in and compliance with varous taws and regulations under which
we operate and other fectors that could adversely impact our revenues, costs and expenses You should read the
above forward-looking statements together with the discussion of these and other nsks under Item 5 Risk
Management and/or Mitigation of Principle Risks within this Strategic Report and “"Cautionary Note Concerning
Factors That May Affect Future Results™ within this Strategic Repont

Cnucal Accounting Estimates

Our entical accounting estimates are those that we believe require our most sigmficant judgments about the
effect of matters that are inheremtly uncertaun A discussion of our eniical accounting estmates, the underlying
Judgments and uncertainties used to make them and the hkehhood that matenally differemt estimates would be
reported under different condittons or using different assumptions based on JFRS accounting standards 15 as
follows

Ship Accounting

Qur most sigmficant assets are our ships, mcluding stup improvements and ships under construcion, which
represent 78% of our total assets at November 30, 2015 We make several cniical accounung esimates with
respect to our ship accounting Farst, in order to compute our ships® depreciaucn expense, which represented 11%
of our cruise costs and expenses in 2015, we have 1o estimate the useful life of each of our ships as well as theirr
residual values Secondly, we account for ship improvement costs by capitalizing those costs that we believe add
value to our ships and have a useful Life greater than one year, and deprecaate those improvements over the
shorter of therr or the ships’ estimated remaiming vseful hife, while the costs of repairs and maintenance,

including minor improvement costs and dry-dock expenses, are charged to expense as sncurred Finally, when we
record the reurement of a ship component that 1s included within the ship’s cost basis, we may have to esumate
the net book value of the asset being retired n order (o remove it from the ship’s cost basis

We determine the useful life of our ships and ship improvements based on our esumates of the pentod over which
the assets will be of economic benefit to us, including the impact of long-term vacation market conditions,
marketing and technmcal obsolescence, compeution, physical detenoration, lustoncal useful laves of similarly-
bwilt shups, regulatory constraints and maintenance requirements In addition, we consider esumates of the
weighted-avernge useful lives of the ships’ major compaonent systems, such as the hull, cabins, main electnc,
superstructure and engimes Taking all of this into consideratuon, we have estmated our new ships’ useful lives at
30 years

We determunc the residual value of our ships based on our long-term esumates of their resale value at the end of
therr useful hfe to us but before the end of thewr physical and economuc lives to others, histoncal resale values of
our and other crurse ships and viability of the secondary cruise ship marker We have estimated our residual
values at |5% of our ongmnal ship cost

Given the large size and complexity of our ships, ship accounting estimates require considerable judgment and
are mherently uncertain We do not have cosl segregauon studies performed to specifically componenuze our
stups In addition, since we do not separately componentize our ships, we do not idenufy and track depreciation
of onginat ship comporents Therefore, we typically have to esumate the net book value of components that are
retired, based pnmanly upon therr replacement cost, thewr age and their onginal esumated useful hves

If matenally different condiuons existed, or if we matenally changed our assumpuons of ship useful lives and
residual values, our depreciation expense, loss on retirement of ship components and net book value of our ships
would be matenally different In addition, 1f we change our assumptions 1n making our determinations as to
whether improvements 1o a ship add value, the amounts we expense cach year as repar and maintenance expense
could increase, which would be partially offset by a decrease in depreciauon expense, resulung from a reducuon
m caputalized costs Our 2015 ship depreciation expense would have increased by approximately $40 million
assumung we had reduced our esumated 30-year ship useful hife estimate by one year at the time we took delivery
or acquired each of our shups In addiion, our 2015 ship depreciaucn expense would have increased by
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approximately $210 muillion assurng we had esumated our ships to have no residual value ot the ime of thesr
delivery or acquisition

We believe that the esumates we made for ship accounting purposes are reasonable and our methods are
cons:stently applied 1n all matenal respects and, accordingly, result in depreciation expense that is based on a
rational and systematic method to equitably allocate the costs of our ships to the periods dunng which we use
them In addiion, we believe that the esumates we made are reasonable and our methods consistently applicd in
all matenal respects in determining () the useful hife and residual values of our ships, including ship
improvements, (2) which improvement costs add value 1o our ships and (3) the net book valve of ship component
asscts being retred Finally, we believe our entical ship accounung esumates are generally comparable with
those of other major cruise compames

Asset Impairments

Impairment reviews of our crwise ships and goodwill require us to make significant estimates 1o determine the
fair values of these ships and cnuse brands

For our cruise ships, we perform our impairment reviews, if required, at the individual cruise ship level, which is
the lowest level for which we mantain identifiable cash flows that are independent of the cash flows of other
assets and habilites See Note 10 “Property and Equipment™ of the Carnival ple financial statements

We believe 1t 15 probable that each of cur cruise brands' esimated fair value that carnes goodwill at
November 30, 2015 exceeded their carrying value See Note 11 “Goodwill” of the Camuval pic financial
statements

The determunation of fair value mcludes numerous assumpt:ons that are subject to vanous nsks and uncertaimues,
unless a comparable, viable acuvely-traded market exists, which 1s usually not the case for cruise ships and
erwise brands Qur ships’ fair values are typically estimated based either on ship sales pnice negoliations or
discounted future cash flows The principal assumpuons used to calculate our discounted future cash flows
include forecasted future operating results over the expected penod we believe the ships will have economic
benefit to us and their estumated residual values

In perferming annual assessments of our cruise brands that carry goodwill, factors that we consider to determune
thesr effect on each of the cruise brand’s estumated farr values include industry and market conditions,
macroeconomic conditions, changes to weighted-average cost of capital (“WACC'"), overall financial
performance, changes in fuel prices and capital expenditures In determuming the estumaled faar values of cruise
brands utihzing discounted future cash flow analysis for our goodwill impairment tests, sigmficant judgments are
made related to forecasted operating results, including net revenue yields and net crwse costs including fuel
prices, capacity changes, including the expected rotation of vessels mio, or out of, the crmise brand, WACC of
market participants, adjasted for the nisk annbutable 1o the geographuc regions 1n which the cruise brand
operates, capital expenditures, proceeds from forecasted disposiuons of ships and termunal values

We believe that we have made reasonable estimates and judgments in determining whether our crmse ships and
goodwill have been impaired However, 1f there 15 a change 10 assumptions used or 1f there 13 a change in the
conditions or circumstances influencing fair values i the future, then we may need to recognize an impatrment
charge

Contingencies

We periodically assess the potential habilities related (0 any lawsuits or claims brought sgaimst us, as well as for
other known unasserted claims, including environmental, legal, regulatory, guest and crew and tax matters In
additon, we penodically assess the recoverability of our trade and other receivables and our charter-hire and
other counterparty credit exposures, such as contraciual nonperformance by our Asian ship charter tour operators
and financial and other institutions with which we conduct sigmficant business Qur credit exposure also includes
contsngent obligations related to cash payments received directly by travel agents and tour operators for cash
collected by them on cruise sales in Australia and most of Europe where we are obligated to honor our guests’
cruise payments made by them to their travel agents and tour operators regardless of whether we have recewved
these payments Whle it ts typically very difficult 10 determune the timung and ultimate outcome of these matters,
we use our best judgment 1o deterrnme if 11 15 probable that we will tncur an expense related to the settlement or
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final adjudicanon of such matters and whether a reasonable esumatton of such prohable matters. if any, can be
made In asscssing probable losses, we make estmates of ¢he amount of lighly probable insurance recovenes, if
any, which are recorded as assets We accrue a hability and establish a reserve when we believe a loss 15 probable
and the amount of the 1035 ¢an be reasonably esimated m accordance with {FRS  Such accruals and reserves are
typically based on developments to date, management’s esumates of the cutcomes of these matters, our
expenence i contesting, hitigaung and settling other simalar matters, historical claims expenence, actuanally
determuned esumates of labilities and any related insurance coverages Sec Note 23 “Conungent Liabilitres” of
the Carruval plc financial statements

Given the inherent uncenzainty related to the eventual outcome of these matters and potential 1nsurance
recoveries, 1t 15 possible that all or some of these matters may be resolved for amounts matenafly differeat from
any provisions or disclosures that we may have made with respect to the:r resolution In addition, as new
information becomes available, we may need 10 reassess the amount of asset or lrabihity that needs to be accrued
related to our conungencies All such revisions in our esumates could matenally impact our resulis of operations
and finanoial posihon

Results of Operations
We eam substanually all of our cnuise revenues from the following

+ sales of passenger cruise uckets and, 1n some cases, the sale of aur and other transportation to and from
airports near our stups’ home ports and cancellation fees The cruise ticket pnce typicelly includes
accommodations, most meals, some non-alcoholic beverages and most onboard entertainment We also
collect fees, taxes and other charges from our guests, and

+ sales of goods and services pnmarily onboard our ships not included 1n the cruise ticket pnce including
substantially all hquor and some non-aicohohic beverage sales, casine gamung, shore excursions, gift
shop sales, photo sales, communication services, full service spas, specialty themed restaurants, cruise
vacauion protection programs and pre- and post-cnise land packages Thesc goods and services are
provided either direcily by us or by independent concessionaires, from which we receive either a
percentage of their revenues or a fee

We incur cruise operating costs and expenses for the following

* the costs of passenger cruise bookings, which represent costs that are directly associated with passenger
cruise ticket revenues, and include travel agent commussions, ar and other transportatien related costs,
fees, taxes and other charges that vary with guest head counts and related credit and debit card or direct
debit fees,

= onboard and other cruisc costs, which represent costs that arc directly associated with onboard and
other revenues, and include the costs of liquor and some non-alcoholic beverages, costs of tangible
goods sold by us i our gift shops and from our photo sales, communicauon costs, costs of cruise
vacation proetection programs, costs of pre- and post-cnuse land packages and related credit and debnt
card or direct debit fees Concession revenues do not have significant associated expenses because the
costs and services incurred for concession revenues are bome by our concessionaires,

v fuel costs, which include fuel dehivery cosis,

* payroll and related costs, which represent all costs related to our shupboard personnel, including deck
and engine crew, including officers, and hotel and admunistrative employees, while costs associated
with our shoreside personnel dre included 1n selling and admirustrative expenses,

* food costs, which include both our guest and crew food costs and

» other ship operating expenses, which include port costs that do not vary with guest head counts, repairs
and mantenance, including minor improvements and dry-dock expenses, hotel costs, entertaunment,
gains and losses on shup sales, ship impairments, freight and logistics, insurance premiums and all other

ship operating expenses
For segment information related to our North Amenca and EAA cnnse brands’ revenues, expenses, operating

mcome and other financial information, see Note 12 ~ “Segment [nformation™ of the DLC Financial Statements,
which are included in Annex 1, but do not form part of these Carmval ple financial statements
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Statistical Information

Years Ended November 30,
2015 2014
ALBDs (in thousands) {a) (b) 77,307 76,000
Occupancy percentage (c) 104 8% 104 1%
Passengers camed (in thousands) 10,837 10,566
Fuel consumption (n metnc tons (in thousands) 3,181 3,194
Fuel consumption (n metnc tons per ALBD 0 04t 0042
Fuel cost per metric ton consumed $ 93 3 636
Currencies
US dollar to curo 3 112 s 134
U S dollar to sterling 3 154 3 166
U S dollar to Austrahian dollar b} 076 $ o9
US dollar to Canadian dollar L} Q79 $ 091

(a) ALBD 1s a standard measure of passenger capacity for the penod that we use to approximate rate and
capacity vanances, based on consistently apphed formulas that we use to perform analyses o determine the
main non-capacity driven factors that cause our cruise revenues and expenses to vary ALBDs assume that
each cabin we offer for sale accommodates two passengers and 18 computed by multiplying passenger
capacity by revenue-producing ship operaung days in the period

(b} In 2015 compared to 2014, we had a 1 7% capacity increase m ALBDs compnised of a 4 1% capacity
wncrease in owr EAA brands and a shight capacity increase i our North America brands

Our EAA brands’ capzcily increase was caused by
*  full year impact from one Costa 3,692-passenger capacity ship delivered in 2014 and
+ the partial year impact from one P&O Cruises (UK) 3,647-passenger capacily ship delivered in
2015
These increases were partizlly offset by
+» full year unpact from the bareboat charter/sale of a Costa ship and a former Ibero Cruises
(“Ibero”) ship and
* more ship dry-dock days in 2015 compared to 2014

Our North Amenica brands’ shight capacity increase was caused by the full year impact from one
Pnincess 3,560-passenger capacity ship delivered in 2014

This imcrease was partially offset by

* more ship dry-dock days 1n 2015 compared to 2014 and
+ fewer ship operating days due to pro rated voyages

(c) In accordance with cruise industry practice, occupancy is calculated using a denominator of ALBDs, which
assumes two passengers per cabin even though some cabins can accommodate three or morc passengers
Percentages in excess of 100% indicate that on average more than 1wo passengers occupted some cabins

2015 Compared to 2014

Revision of Prior Pertod Finanaal Statements
The Busmess Review within this Strategic Report of the results of operations i1s based on the revised
Consohidated Statement of Income for the year ended November 30, 2014 (see “Note 1 — General — Revision of
Prior Penod Fmancial Statements” of the DLC Financial Statements, which are included in Annex |, but do not

form part of these Carmival ple financial suatements for additional dhscussion)
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Revenues
Consohdated

Cruise passenger ticket revenues made up 74% of our 2015 total revenues Cruise passenger tickel revenues
decreased by $283 million, or 2 4%, to $11 6 ballion 1n 2015 from $11 9 billion 1n 2014

This decrease was caused by the foreign currency tmnslanonal impact from a stronger U $ dollar against the
euro, sterhng and the Australian doliar (2015 foreign currency translational impact”™), which accounted for $715
mublion

This decrease was partially offset by

*  $205 mulhion - 1 7% capacity mcrease in ALBDs,

* $155 mulkon — net increase in crutse ticket pricing, dnven primartly by improvements in Alaskan and
Canbbean itineranes for our North America brands and Meditemranean and North European itineranes
for our EAA brands, mostly offset by net unfavorable foreign currency transactionat impacts and

+ $86 mallion - shight tncrease in occupancy

The remaining 26% of 2015 total revenues were substantially all comprnised of onboard and other cruise
revenues, which increased by $107 mullion, or 2 8%, to $3 9 billion mn 2015 from $3 8 billion 1n 2014

Thos increase was caused by
* $185 mllion - higher onboard spending by our guests,
*  $65 million - 1 7% capacity increase in ALBDs and

*  $27 million — shght increase in occupancy

These increases were partialty offset by the 2015 foreign currency translational impact, which accounted for
$165 mullion

Onboard and other revenues included concession revenues that decreased slightly and remained at $1 1 bilhon in
both 2015 and 2014

North America Brands

Cruise passenger ticket revenues made up 72% of our North Amenca brands’ 2015 total revenues Cruise
passenger ticket revenues increased by $152 mullion, or 2 2% to $7 0 billion 1n 201§ from $6 9 bithion 1n 2014

Thus increase was caused by
* $132 mullien - 2 0 percentage point increase in occupancy and
* $26 mulhion — net increase 1n crurse ucket prieing, driven pnmanly by improvements in Alaskan and

Canbbean itineranes, mostly offset by unfavorable foreign currency transactional impacts

The remaining 28% of our North Amenca brands’ 2015 total revenues were compnsed of onboard and other
cruise revenues, which mcreased by $149 nullion, or 5 8%, to $2 7 billion 1 2015 from $2 6 billion 1n 2014

Thss increase was caused by

+ $110 million - hagher onboard spending by our guests and
«  $49 mullion - 2 0 percentage point increase in occupancy

These increases were parually offset by lower thurd party revenues, which accounted for $18 million

Onboard and other revenues included concession revenues that increased by $12 mullion, or | 6%, to $747
million in 2015 from $735 million 1n 2014
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EAA Brands

Crwise passenger cket revenues made up 82% of our EAA brands' 2015 total revenues Cruise passenger ucket
revenues decreased by $430 mullion, or 8 5%, 1o $4 6 billion in 2015 from $5 0 billion 2014

This decrease was caused by

¢ $715 millign - 2015 foreign currency translational impact and
+ $58 million — 1 2 percentage point decrease wn occupancy

These decreases were partally offset by

» $205 million - 4 1% capacity mcrease in ALBDs and
« $135 millien - increase 1n cruise Lcket pncing, dnven pnmanly by improvements in Mediterranean
and Nonh European stineranes and favorable foreign currency transactional impacts

The remaining 18% of our EAA brands” 2015 total revenues were compnsed of onboard and other cruise
revenues, which decreased by $81 mullion, or 7 3%, to $1 0 billion 1n 2015 from $1 1 billion 1in 2014

Thus decrease was caused by the 2015 foreign currency uanslatzonal impact, which accounted for $165 millien
This decrease was partially offset by

*  $51 million — lugher onboard spending by our guests and
¢+ $45 million - 4 1% capacity increase in ALBDs

COnboard and other revenues included concession revenues that decreased by $38 mullion, or 10%, to $329
muttron in 2015 from $367 mullion in 2014 Ths decrease was caused by the 2015 foreign currency translational

impact
Costs and Expenses
Consolidated

Operating costs and expenses decreased by $973 nullion, or 9 3%, to $9 4 bullion 1n 2015 from $10 4 billion 1n
2014

Thus decrease was caused by

+  $776 mullion - lower fuel prices,

*  $475 million — 2015 foreign currency translational impact,

»  $53 millon — nonrecurrence of impaument charges incurred in 2014 related to Grand Celebration and
Grand Holday,

*  $43 mulhon — lower fuel consumption per ALBD and

«  $20 millton — gain on a huganon seulement

These decreases were parually offset by

$176 mullion - 1 7% capacity increase in ALBDs,

$106 mullion — ugher dry-dock expenses as a result of igher number of dry-dock days,

$37 mullion - nonrecurrence of a gain from the sale of Costa Voyager in 2014,

$28 mullion - slight increase 1 occupancy and

$47 mullion - vanious other operaung expenses, nel, parually offset by favorable foreign currency
transacuonal impacts

* ¢ & B &

Selling and administrauve expenses remained flat at $2 1 ballion in both 2015 and 2014
Depreciauon and amoruzatton expenses decreased slightly and remaned at $1 6 billion tn both 2015 and 2014
Qur total costs and expenses as a percentage of revenues decreased to 84% 1n 2015 from 89% in 2014
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Nerth America Brands

Operating costs and expenses decreased by $517 nullion, or § 2%, to $5 8 hillion tn 2015 from $6 3 billion 1n
2014

This decrease was caused by

$503 mullion — lower fuel prices,

$£41 million - decreases 1n commussions, transportation and other related expenses,

$25 mullion - lower fuel consumption per ALBD,

$19 million - gam on a liigation settlement and

$30 million - various other operaing expenses, net, which included favorable foreign currency
transactional impacts
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These decreases were partially offset by

+ 358 mullion — higher dry-dock expenses as a result of hugher number of dry-dock days and
* $43 million — 2 0 percentage point Increase 10 occupancy

Cur total costs and expenses as a percentage of revenues decreased to 81% 1n 2015 from B9% 1n 2014
EAA Brands

Operating cosis and expenses decreased by $472 mullien, or 12%, to $3 4 billion 1n 2015 from $3 9 tillion in
2014

This decrease was caused by

*  $476 muillion - 2015 foreign currency translational impact,

* 5273 mullion - lower fuel prices and

+ $53 million - nonrecurrence of impairment charges sncurred 1n 2014 related 1o Grand Celebration and
Grand Holiday

These decreases were parually offset by

$159 million - 4 1% capacity increase in ALBDs,

$49 muillion — higher dry-dock expenses as a result of higher number of dry-dock days,

$37 multion — nonrecurrence of a gain from the sale of Costa Voyager recognized 1n 2014,

326 million - 1ncreases i commussions, transportaton and other related expenses and

355 milhion ~ vanous other operaling expenses, net, which included unfavorable foreign currency
transactional rmpacts

* 8 &8 & =

Our total costs and expenses as a percentage of revenues decreased to 83% n 2015 from 86% 1n 2014

Operating Income
Our consolidated operating income increased by $8§02 mulkion, or 45%, to $2 6 bellion in 2015 from $1 8 bilhion
m 2014 Our North Amenca brands’ operaung income mcreased by $766 milhon, or 74%, 10 $1 8 tithion 10 2015

from $1 O bithon in 2014, and our EAA brands’ operaung income increased by $45 mulhion, or 5 0%, to $938
mullion in 2015 from $893 mullion wn 2014 These changes were pnmanly due 1o the reasons discussed above

Nonoperating Expense
Net interest expense decreased by $71 mullion, or 25%, to $217 miilion in 2015 from $288 mltion m 2044
pnmarnly due to lower level of average borrowings, favorable foreign currency exchange rates and lower interest

Tales
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Losses on fuel denvauves, net were compnsed of the foltowing (in mullions)

Year Ended November 30,
2015 2014
Unrealized losses on fuel denvauves $ (332) $ (268)
Realized losses on fucl denvauves, net (244) (3)
Losses on fuel denvatives, net $ (576) $ (271D

Net mncome tax expense increased by $33 nullion to $42 ullion in 2015 from $9 milhon 1 2014
Key Performance Non-GAAP Financial Indicators

We use net cruise revenues per ALBD (“net revenue yields™), net cruise costs per ALBD and net cruise costs
excluding fuel per ALBD as sigmificant non-GAAP financial measures of our cruise segments’ financial
performance ‘These measures enable us to separate the impact of predictable capacity changes from the more
unpredictable rate changes that affect our business, gains and losses on ship sales and ship impairments, net, and
restructuning expenses that are not part of our core operating business We believe these non-GA AP measures
provide useful information to mvestors and expanded 1nsight to measure our revenue and cost performance as a
supplement to our U S GAAP consolidated financial statements

Net revenue yields are commonly used in the cruise mndusiry to measure a company’s cruise segment revenue
performance and for revenue management purposes We use “net cruise revenues” rather than “gross cruise
revenues” to calculate net revenue yields We belicve thal net cruise revenues 1$ a more meamingful measure in
determuning revenue yield than gross cruise revenues because 1t reflects the cruise revenues camed nel of our
most significant vanable costs, which are travel agent commsssions, cost of asr and other transportation, certain
other costs that are directly associated with onboard and other revenues and credit and debit card fees
Substantially all of our remasming cniise costs are largely fixed, except for the impact of changing prices and
food expenses, once our ship capacity levels have been determined

Net passenger ticket revenues reflect gross passenger tcket revenues, net of commissions, transportation and

other costs Net onboard and other revenues reflect gross onboard and other revenues, net of onboard and other
cruise costs Nel passenger ucket revenue yields and net onboard and other revenue yields are computed by L
dividing net passenger ticket revenues and net onboard and other revenues by ALBDs

Net cruise costs per ALBD and net cruise costs excluding fuel per ALBD are the most significant measures we
use to monor our ability to contral our cruise segments’ costs rather than gross cruise COsLS per ALBD We
exclude the same variable costs that are included in the calculanon of net cruise revenues to calculate net cruise
costs with and without fuel to avord duplicating these vanable costs 10 our non-GAAP financial measures In
addition, we exclude gains and losses on ship sales and ship impairments, net and restructunng expenses from
our calculation of net cruise costs with and without fuel as they are not considered pan of our core operating
business and, therefore, are not an indicauon of our future carungs performance As such, we also believe it 1s
more meaningful for gains and losses on ship sales and shup impairments, net 2nd restructuning expenses 1o be
excluded from our net income and earmings per share and, 2ccordingly, we present adjusted net income and
adjusted earungs per share excluding these items

As a result of our revision of 2014 cruise ship operalmg expenses, our previously reported reaulls changed as
follows (1n mullions, except per ALBD data)

Year Ended November 30, 2014
As Previously
Reported As Revised
Gross cruise costs per ALBD $ 16169 $ 16193
Net cruise costs per ALBD $ 12435 $ 12459
Net cruise costs excluding fuel per ALBD 5 90 $ 9784
US GAAP net income 1,236 1,216
Adjusted net income 1,524 1.504




In addition, our EAA cruise brands ubhze the euro, sterling and Australian dollar as their functional currency, the
monetary unit of the pnmary economic environment in whach they operate, to measure thesr results and financial
conditton This subjects us to foreign currency transiational nsk  All of our North American and EAA cruise
brands also have revenues and expenses thal are in a currency other than therr functional cusrency This subjects
us 1o foreign currency wansacuonal nsk

We report non-GAAP financial measures on a “constant dollar” and *“constant currency’” basis assuming the 2015
periods’ currency exchange rates have remained constant with the 2014 peniods’ rates These metrics facilitate a
comparative view for the changes i our business in an environment with fluctuating exchange rates

Constant dollar reporung 15 a Non-GAAP financial measure that removes only the impact of changes 1n
exchange rates on the translanon of our EAA brands

Constant currency reporung 1s a Non-GAAP financial measure that removes the impact of changes in exchange
rates on the translation of our EAA brands (as in constant dollar) plus the transacuonal impact of changes n
exchange rates from revenues and expenses that are denomunated 1n a curency other than the functional currency
for both our North America and EAA brands

Examples

The translation of our EAA brand operations to our U S dollar reporting currency results in decreases
wn reperted U S dollar revenues and expenses tf the U S doltar strengthens aguinst these foreign
currencies and increases 1n reported U 8 dollar revenues and expenses if the U S dollar weakens
ngainst these foreign currencies

Our North Amernica brands have a U § dollar functional currency but also have revenue and expense
transacuions in currencies other than the US dollar If the U S dollar strengthens against these other
currencies, it reduces the U S dollar revenues and expenses 1fthe US dollar weakens agminst these
other currencies, it increases the U S dollar revenues and expenses

Our EAA brands have a curo, sterfling and Australian dollar funcuonal currency but also have revenue
and expense transacttons in currencies other than therr funcuional currency If therr functional currency
strengthens aganst these other currencies, it reduces the funcuonal currency revenues and expenses If
the funcuitonal cwrrency weakens against these other currencies, it increases the funct:onal currency
revenues and expenses

Our foreign currency transactional tmpact 18 more significant to our 2015 resulls compared to 2014 given the
continung expansion of our global business and the heighiened volauliy n foreign currency ¢xchange rates
This differed from previous years when our constant doMar reporting removed substantially alf of the impact of
changes in currency exchange rates between periods Accordingly, we also reported on a constant currency basis
beginning in 2015 Sec “Quantitative and Qualitative Disclosures About Market Risk” for a further discussion of
the 2016 impact of currency exchange rate changes

Under US GAAP, the reahzed and unrealized gains and losses on fucl denvauves not qualifying as fuel hedges
are recogmzed ¢urrently in earmings We behieve that unrealized gains and losses on fuel denvatives are not an
indicatton of our earmungs performance since they relate to future periods and may nol ultimately be realized in
our future earmings Therefore, we believe it 1s more meaningful for the unrealized gains and 1osses on fuel
denivauves to be excluded from our net income and earmings per share and, accordingly, we present adjusted net
mcome and adjusted eanmungs per share excluding these unrealized gains and losses

We have excluded from our eamings guidance the impact of unrealized gans and losses on fuel denvauves
because we do pot believe they are an indication of our future eamnings performance Accordingly, our eamings
guidance 1s presented on an adjusted basis only As a result, management has not provided a reconciliation
between forecasted adjusted earnings per share gurdance and farecasted U § GAAP earnings per share guidance
because 1t would be too difficult 1o prepare a relable U S GAAP quanuitative reconcihation wathout
unreasonable effort However, we do forecast realized gains and lesses on fuel denvatives by applying current
Brent pnices to the denivauves that settle in the forecast penod

Qur consolidated financial statements are prepared in accordance with U S GAAP The presentation of our non-
GAAP financial mformation 1s not intended 1o be considered 1n 1salation from, as subsutute for, 0r supenor to the
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financial information prepared 1n accordance with U S GAAP There are no specific rutes for determining our
non-GAAP as reported, constant dollar and constant currency financial measures and, accordingly, they are
suscepuible to varying calculations, and 1t is possible that they may not be exacily comparable to the hike-kind
ynformation presented by other compames, which is a potential nsk associated wiath using these measures ©
compare us to other companies

Consolidated gross and net revenue yelds were computed by dividing the gross and pet cruise revenues by
ALBD:s as follows (dollars in millions, except yrelds)

Years Ended November 30,
2015
Constant
20158 Dollar 2014

Passenger ticket revenues $ 11,601 $ 12316 § 11,889
Onboard and other revenues 3,887 4,052 3,780
Gross cruise revenues 15,488 16,368 15,669
Less cruise costs

Comrmussions, transportation and other (2,161) (2,324) (2,299)

Onboard and other (526) {549) (519)

(2,687) (2.873) (2.818)
Net passenger tcket revenues 9,440 9,992 9,590
Net onboard and other revenues 3,361 3,503 3,261
Net crutse revenues $ 12801 § 13495 § 12851
ALBDs 77.307,323 77,301,323 75,999,952
Gross revenue yields $ 20034 § 2173 5 20617
% (decrease) increase vs_pnor year (28)% 27% 01%
Net revenue yields $ 16558 § 17457 % 169 09
% (decrease) increase vs prior year Q2ND% 32%
Net passenger ticket revenue yields $ 12211 § 12925 § 12618
% (decrease) increase Vs pror year A% 24%
Net onboard and other revenue yields s 4348 § 4532 % 4290
G InCrease vs prior year 13% 56%
Years Ended November 30,
2015
Constant
2015 Currzacy 2014

Nel passenger ticket revenues 5 9440 § 10,123 % 9,590
Net onboard and other revenues 3,361 3,513 3,261
Net cruise revenues $ 1281 § 13636 $ 12,851
ALBDs 77,307,323 77,307,323 75,999,952
Net revenue yields $ 16558 § 17639 § 16909
% (decrease) increase vs prior year 2 1)% 43%
Net passenger ticket revenue yields $ 12211 % 13094 § 126 18
% (decrease) increase vs pror year (32)% 38%
Net onboard and other revenue yelds h 4348 3 4545 % 4290
% \ncrease Vs prior year 13% 59%




Consohdated gross and net cnuse costs and net cruise costs excluding fuel per ALBD were computed by dividmg
the gross and net cruise costs and net crwse costs excluding fuel by ALBDs as follows (dollars i mullions,

except costs per ALBD)

Years Ended November 30,
2018
Constant
2015 Doflar 2014

Cruise operating expenses $ 9292 § 9767 $ 10261
Crusse selling and admimistrative expenses 2,058 2,168 2,046
Gross cruise costs 11,350 11,935 12,307
Less cruise costs included above

Commussions, trensportation and other (2,161) {2.324) (2,299)

Onboard and other (526) (549) (519)

Restructuning expenses 28 30) (18)

Gains on ship sales and ship impainnents, net 8 8 {2}
Net crmse costs 8,646 9,040 9,469
Lass fuel (1,249) (1,249) (2.033)
Net cruse costs excluding fuel $ 7397 § 7,791 §$ 7,436
ALBDs 77,307,323 77,307,323 75,995,952
Gross cruise costs per ALBD $ 14681 § 15439 § 161 93
% decrease vs pnor year (9 3)% 4 1%
Net cruise costs per ALBD $ 118 $ 11694 % 124 59
% decrease vs prior year {(102)% 6 %
Net cruise costs excluding fuel per ALBD $ 9568 § 10078 % 97 84
% (decrease) increase vs prior year (2% 30%

Years Ended November 30,
2015
Consiant
2015 Currency 2014

Net crusse costs excluding fuel
ALBDs

b3 7,397 $ 7.828 % 7,436

71,307,323 77,307,323 15,999,952

Net cruise costs excluding fuel per ALBD
% (decrease) increase vs pror year

$ 9568 3 10126 ¥ 97 84
Z2)% 35%

Adjusted fully diluted earmings per share was computed as follows (in rrullions, except per share data)

Years Ended November 30,
2015 2014
Net income
US. GAAP net income $1,757 $1.216
Restructunng expenses 25 18
Gans on ship sales and ship impairments, net (8) 2(a)
Unrealized losses on fue) denvatives 332 268
Adjusted net income $2,106 $1.504
Welghted-average shares outstanding 779 778
Earmngs per share
US GAAP earmungs per share $ 226 3 156
Restructuning expenses 003 002
Gauns on ship sales and ship impairments, net 0 01) -(a)
Unreahized Josses on fuel derivauves 042 035
Adjusted earmings per share $270 $193

(a) Represents tmpairment charges of $22 mullion for Grard Celebration and $31 mullton for Grand Holiday,
parvally offset by gams of $37 mullion from the sale of Costa Voyager and $14 rmllion from the sale of

Ocean Princess
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Net cruise revenues decreased shghtly by $50 mullion, to $12 8 billion in 2013 from §129 bithion 1n 2014

The slight decrease 1n net cruise revenucs was caused by

e $695 mullion - 2015 foreign currency ranslational impact and
= $141 mullion - 2015 foreign currency transactional impact

These decreases were parually offset by

«  $565 mihon - 4 3% ncrease in constant currency net revenue yields and
« $221 mullion - 1 7% capacuy increase in ALBDs

The 4 3% increase sn aet revenue yields on a constant currency basis was due to a 3 8% increase 10 nel passenger
ucket revenue yields and a § 9% increase m net onboard and other revenue yields

The 3 8% increase 1n net passenger ticket revenue ytelds was caused by 2 5 9% increase from our North Amenca
brands and a shght increase from cur EAA brands The increase in net passenger ucket revenue yields was driven
primarily by improvements i Alaskan and Canbbean 1tineraries for our North America brands

The 5 9% mcrease 1n net onboard and other revenue yields was caused by a 7 1% increase from our Nonth
Amenca brands and a 2 2% mcrease from our EAA brands

Gross crusse revenues decreased by $181 mullion, or | 2%, to $15 5 billion 1n 2015 from $15 7 bilhon in 2014 for
Jargely the same reasons as discussed above

Net crutse costs excluding fuel decreased shghtly by $39 mullion and remained at $7 4 bithon n 2015 and 2014
The shight decrease in net cruise costs excluding fuel was caused by

«  $395 million - 2015 foreign currency translational impact and
«  $37 million - 2015 foreign currency transactzonal impact

These decreases were partially offset by

«  $265 mullion — 3 5% increase 1n constant currency net cruise cosis excluding fuel per ALBD and
«  $128 nullion = | 7% capacity increase in ALBDs

The 3 5% ncrease 1 constant currency net cnmse costs excluding fuel per ALBD were pnmanly due o

»  $106 mullion — higher dry dock expenses as a result of higher number of dry-dock days and
«  $88 mallion - mgher selling, general and admunistralive €Xpenscs

Fuel costs decreased by $784 mullion, or 39%, 1o $1 2 billion in 2015 from $2 0 bilhon in 2014

Thss decrease was caused by

+  $776 milhion — lower fuel prices and
«  $43 mullion - lower fuel consumpuion per ALBD

These decreases in fuel costs were partially offset by our | 7% capacity increase 1 ALBDs, which accounted for
$35 million

Gross cruise costs decreased by $957 million, or 7 8%, to $11 4 bilhon in 2015 from $12 3 tllion n 2014 for
pnncipally the same reasons as discussed above

Liquidity, Financial Condition and Capstal Resources

Our primary financial goals are to profitably grow our cruise business and increase our ROIC, reaching doubte
chgut returns 1n the next two to three years, while mainturung a strong balance sheet Our ability 1o generate
sigmificant operaung cash flows allows us to mternally fund our capual investments We are commutted to
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returning free cash flows 1o our shareholders o the form of dividends andfor share buybacks In additon, we are
comnutted to maintaining our strong wnvestment grade credit ratings Other objectuives of our capital structure
policy are to mantan a sufficient leve] of hguidity with our available cash and cash equvalents and commutted
financings for immediate and future hquidity needs, and a reasonable debt matunty profile that 1s spread out over
a number of years

Based on our historical results, projecuons and financial condition, we beligve that our future operating cash
flows and hqumdity will be sufficient to fund 21} of our expected captal projects including shipbwlding
commutments, ship improvemtents, debi service requirements, working capital needs and other fimm commitments
over the next several years We believe that our ability to generate significant operating cash flows and our
strong balance sheet as evidenced by our investment grade credn ratings provide us with the ability 1n most
financial credn market environments to obtain debt financing, as needed Qur fature operating cash flows and our
ability 1 1ssue debt can be adversely impacted by numerous faclors outside our controt including, but not Limuted
to, those noted under [tem 5 Risk Managemem and/or Mingation of Pnncipal Risks within thus Strategic Report
If our long-term senior unsecured credit ratings were o be downgraded or assigned 2 negative autlock, our
access to and cost of debt financing may be negatively impacied

AL November 30, 2015, we had a working capuat deficit of $4 5 billlon Thus defient included $3 3 tlion of
current customer deposits, which represent the passenger revenues already collected for crinses departing over
the next iwelve months and, accordingly, are subsiantially more like deferred revenue balances rather than actual
current cash habilines Qur November 30, 2015 working capital deficit also inctuded $1 4 bilhion of current debt
obligations We continue to generate significant cash from operations and have a strong balance sheer This
strong balance shee1 provides us with the ability 1o refinance our current debt obligations before, or as they
become due, 1n most financial credit market environments We also have our revolving credn facilitres available
to provide long-term rollover financing should the need anse, or if we choose to do so After excluding current
customer deposits and current debt obligatzons from our November 30, 2015 working capual deficit balance, our
adjusted working capital was $141 nulbon Our business model, along with our strong balance sheet and
unsecured revolving credit facilties, allows us to operate with a working capual deficit and sull meet our
operating, inveshng and finanemg needs We believe we will continue to have working capital deficits (or the
foreseeable future

At November 30, 2014, the U S dollar was $1 56 to sterhing, $1 25 10 the euro and $0 85 to the Austrahan dollar
Had these November 30, 2014 currency exchange rates been used to translate our November 30, 2015 non-U $
dollar functional currency operatiens’ assets and habihiies instead of the November 30, 2015 U § dollar
cxchange rates of $1 50 to sterling, $1 06 to the euro and $0 72 to the Australian dollar, our total assets would
have been higher by $2 O billion and our total liabilittes would have been higher by $1 2 billion

Sources and Uses of Cash
Operating Activitres

Our business provided $4 5 billion of net cash from operauons dunng 2015, an increase of $t 1 budlion, or 32%,
compared to $3 4 bilion in 2014 Ths increase was caused by more cash being provided from our operating
results and an increase in customer deposits

Investing Actrvifres

Duning 2015, net cash used 1n investing actuvities was $2 5 bilhon  This was substanually all due to our
expenditures for capital projects, of which $981 muillion was spent an our ongoing new shupbuilding program,
pnmanty for P&O Cruises (UK)'s Bruannia In addition 1o our new shepbuilding program, we had capital
expenditures of $1 O billion for ship improvements and replacements and $301 mullion for information
technology, butldings and improvements and other assets Furthermore, in 2015 we received cash instaliments of
$25 mallion from the sales of Ocean Prncess, Seaboumn Legend and Seabourn Spint Finally, we paid $219
muliwon of fuel denvauve settlements

During 2014, our expenditures for capital projects were $2 6 billion, of which $1 5 billion was spent on our
ongoing new shuipbuilding program, substantally for Regal Princess and Costa Diadema In eddiion to our new
shipburlding program, we had capital expendutures of $754 mllion for ship improvements and replacements and
$305 mulhon for information technology, buildings and improvemenis. and other assets Furthermore, tn 2014 we
sold Costa Voyager and recerved $42 mulhon in cash procesds

49

=%
-
A
>
.z
it
=
7.




Financing Activites
During 2015, net cash used i financing acuvibies of 3942 milhon was substantially due 10 the followng

+ repard a net $633 mullion of shon-tzrm borrowings 1n connection with our avalability of, and needs
for, cash a1 vanous tumes throughout the penod,

« repaid $1 2 bithon of long-term debt, including an carly repayment of $225 million under an export
credn facility,

« 1ssued S1 3 billion of publicly-traded notes, which net proceeds are being used for general corporate
purposes,

«  borrowed $697 muthon of long-term debt under an export credit facility and a bank loan,

+ pad cash dividends of $816 million,

« purchased $533 million of shares of Carmval Carporation common stock i open market transactions
of which $276 mllion were purchased under our Repurchase Program and $257 mullion were
purchased under our Stock Swap Program and

+ sold $264 milhon of treasury stock under our Stock Swap program

During 2014, net cash used in financing activiies of $1 0 billion was substantually due 1o the following

+ borrowed a net $617 nullion of short-term borrowngs 1 connection with our avalability of, and needs
for, cash a1 various tmes throughout the year,

« repad $2 5 billion of long-term debt, including early repayments of $839 nullion of three bank loans
and $590 millton of two expon crecht faciliies,

+ borrowed $1 6 billion of new Jong-term debt under two export credit facihities and three bank loans and

+ paid cash dividends of $776 mulhon

Future Commitments and Funding Sources

At November 30, 2015, our contractual cash obligations, including shup construction contracts entered snto
through February 19, 2016, were as follows (in millions)

Payments Due by
2016 017 2018 2019 2020 Thereafter Total

Recorded Contractual Cash

Obligations
Short-term bormowings $ 30 $ 30
Long-term debt (a) 1344 $ 1007 $ 1477 $ 1400 $ LI10 $ 2419 8,757
Other long-term liabiliies reflected

on the balance (b) - 360 280 58 51 161 916
Unrecorded Contractual Cash

Obligations
Shipbuilding () 1,950 1,288 2,459 3,014 2388 - 11,099
Qperating leases (c) 52 41 34 31 29 203 390
Pont faciliues and other (c) 211 200 161 104 102 793 1,571
Purchase gbligauons (d) 915 81 39 14 10 13 1.072
Fixed rate interest payments () 173 145 121 106 38 287 920
Floaung rate interest payments (&) 72 43 61 S0 59 85 370
Total Contractual Cash

Obligations (N $ 4747 $3171 $4632 $4777 $ 3837 §3961 § 25125

(a) Our long-term debt has a weighted-average matunty of 4 | years See Note 6 — “Unsecured Debt” of the DL.C
Financial Statements, which are mcluded n Annex 1, but do not form pant of these Carmival ple financial
statements for additronal mnformation regarding these debt obhgauons

{b) Represents cash outflows for certain of our long-term habiliues that could be reasonzbly esumated The
prmary outflows are for estamates of our compensation plans’ obligations, crew and guesi claims, uncertain
income tax position habilities and certain deferred income taxes Customer deposits and certain other
deferred mcome taxes have been excluded from the table because they do not require a cash settlement in the
future
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(c) Our shupbuilding contractual obligations are legal commitments and, accordingly, cannat be canceled without
cause by the shipyards or us, and such cancellation will subject the defaulung party to significant contractual
liquidating damage paymenis See Note 7 — *‘Commutments"” of the DLC Financial Statements, which are
mcluded m Annex 1, but do not form pant of these Carmival ple financial statements for addiional
information regarding these contractual cash obligations

(d) Represents legally-binding commutments to purchase inventory and other goods and services made in the
normal course of business 10 meet operational requirements Many of our contracts contain clauses that allow
us (o terrminate the contract with notice, either with or without a termunanon penalty Termunation penalties
are generally 2n emount less than the onginal obligation Historically, we have not had any significam
defaults of our contractual obligations or incurred significant penalues for their termination

(e) Fixed rate interest payments represent cash outflows for fixed mierest payments, including interest swapped
from a floaung rate to a fixed rate Floaung rate interest payments represent forecasted cash outflows for
interest payments on floating rate debt, including interest swapped from a fixed rate to a flogung rate, using
the Novernber 30, 2015 forward nterest rates for the remaining terms of the loans Floaung rete interest
payments also include debt issuance costs that are payable upon drawing under most of our cancellable
export credit facihities and facility fees on our revolving credit facilittes

(F) Amounts payable in foreign currencies, which are principally the euro, sterling and Australian dollars, are
based on the November 30, 2015 exchange rates

As of November 30, 2015, our total annual capital expenditures consist of ships under contract for construction,
mcluding ship censtruction contracts entered into through February 19, 2016, estumated improvements to existing
ships and shoreside assets and are expected to be $3 5 billion in 2016, $2 7 bullion in 2017, $3 & billion 10 2018,
$4 4 ballion in 2019 and $3 8 tallion n 2020

The year-over-year percentage increase in our annual capacity 15 currently expected to be 3 5% 1n 2016, 3 7% 1n
2017,2 4% 1n 2018, 5 3% 1n 2019 and 7 2% in 2020 These percentage increases are expected to result primanly
from contracted new ships entenng service

Cur Boards of Directors have authonzed, subject to certain restncuons, the repurchase of up to an aggregate of
%1 0 billion of Carmval Corporation common stock and/or Carmival ple ordinary shares under the Repurchase
Program On January 28, 2016, the Boards of Directors approved a modification of the Repurchase Program
authonzation that increased the remarrung $213 mullion of authonzed repurchases by $1 0 billion From
January 28, 2016, through February 19, 2016, we repurchased 8 3 mullion shares of Carmyval Corporauon
common stock for $369 mullion under the Repurchase Program Accordingly, at February 19, 2016, the
remaining avallability under the Repurchase Program was $843 mullion See Note 17 - “Reserves and Qther
Equity Acuvity” of the Carmival plc financial statements for a further discussion of the Repurchase Program

In addition to the Repurchase Program, the Boards of Directors authonized, in October 2008, the repurchase of up
to 19 2 mullion Carnival plc ordinary shares and, 1o January 2013, the repurchase of upto 32 8 mulhion shares of
Carmival Corporation common stock under the Stock Swap programs Under the Stock Swap programs, we sell
shares of Carnival Corporation common stock and/or Carmval plc ordmary shares, as the case may be, and use a
portion of the net proceeds to purchase an equivalent number of Carmival plc ordinary shares or shares of
Carmsval Corporauon common stock, as applicable We use the Stock Swap programs (n situaucns where we can
obtain an econormuc benefit because enhker Carmival Corporaiion common stock or Carmival ple ordinary shares
are trading at a pnce that s at a prermuum or discount to the pnice of Carmival ple ordinary shares or Carmival
Corporation common stock, as the case may be Any reahized economic benefit under the Stock Swap programs
15 used for general corporate purposes, which could inchrde repurchasing addiuonal stock under the Repurchase
Program Deperding on market conditions and other factors, we may repurchase shares of Carmival Corporation
common stock and/or Camival plc vrdinary shares under the Repurchase Program and the Stock Swap programs
concurently

During 2014, no Camiva! Corporation common stock or Carmival plc ordinary shares were sold or repurchased
under the Stock Swap programs During 2015, under the Stock Swap programs, Carmuval Invesiments Limited
(“CIL") sold § 1 mullion of Carmval plc ordinary shares for net proceeds of $264 miltion Substanually all of the
net proceeds from these sales were used (o purchase 5 1 mullion shares of Cammuval Corporalion commeon stock
Carmival Corporation sold these Camuval ple ordinary shares owned by CIL only to the extent it was able to
repurchase shares of Carnuval Corporaton common stock in the U S market on at least an equivalerm basis
Dunng 215, no Camival Corporauon common stock was sold or Camuval ple ordinary shares were repurchased
under the Stock Swap program
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From December 1, 2015 through February 19, 2016, CIL sold 09 million ordinary shares of Camival plc through
1ts sales agent for net proceeds of $40 million Substanually all of the net proceeds of these sales were used {0
purchase 0 9 mullion shares of Carmival Corporation comran stock Accordingly, at February 19, 2016 the
remaining avalability under the Stock Swap programs was 18 1 nullion Carmival plc ordinary shares and 26 0
mullion shares of Carmival Corporation common stock

Frmnatly, the Carmval plc ardinary share repurchases under both the Repurchase Program and the Stock Swap
program require annual sharcholder approval The exisung shareholder approval 1s lumted to a maximum of
21 5 mullion ordinary sheres and 15 valid unt the earlier of the conclusion of the Carmval plc 2016 annual
general mecung or July 13, 2016 See Note 17 - “Reserves and Other Equity Acuvity™ of the Camaval ple
financial statements

Al November 30, 2015, we had liqudity of $10 4 billior Our hiquidity consisted of $1 2 billion of cash and cash
equivalents, which excludes $226 mllion of cash used for current operations, $2 8 billion available for
borrowing under our revolving credit facibities, and 36 5 billion under our commutted future financings, which are
compnsed of ship export credit facihities Of this 36 5 bithon, $1 5 billion 15 available for funding 1n 2016, $0 8
tallion n 2017, $1 8 biflion 1n 2018, $0 8 billion 1n 2019 and $1 6 billion 1n 2020 At November 30, 2015, our
revolving credit Facilities are scheduled to mature in 2020 These commitments are from numerous large and
well-established banks and export credit agencies, which we believe will honor their contractual agreements with
us

Substanually all of our debt agreements contain financial covenants as descnbed in Note 6 - “Unsecured Debt”
of the DLC Financial Statements, which are included 1n Annex 1, but do not form part of these Carnival plc
financial statements At November 30, 2015, we were 10 compliance with our debt covenants In additton, based
on, among other thungs, our forecasted operaung results, financial condition and cash flows, we expect to be in
comphiance with our debt covenants for the foreseeable future Generally, if an event of default under any debt
agreemen occurs, then pursuant to cross default eccelerauon clauses, substantally all of our outstanding debt
and denvauve contract payables could become due, and all debt and denvative contracts could be terminated

Off-Balance Sheet Arrangements

We are not a party to any off-balance sheet arrangements, including guarantee contracts, retauned or conungent
Interests, certain denvauve instruments and vanable interest entiies that esther have, or are reasonably hkely to
have, a current or future matenal effect on our consolidated financial statements

Quantitative and Qualitative Dhsclosures Absut Market Risk

For a discussion of our hedging strategies and market nisks, see the discussion below and Note 11 - “Farr Value
Measurements, Denvatve Instruments and Hedging Activities” of the DLC Financial Statements, which are
included 1n Annex 1, but do not form part of these Carnival plc financial statements

Foreign Currency Exchange Rate Risks
Operational Currency Risks

We have foreign operations that have functional currencies other than the U S dollar, which result in foreign
currency translational impacts We execule transactions tn a2 number of currencies different than their functional
currencies, principatly the euro, sterling and Austrabian, Canadian and U § dollars, which result in foreign
curency transactional impacts Based on a [0% hypotheucal change in all currency exchange rates that were
used 1n our December 18, 2015 gwdance, we esumate (including both the foreign currency translational and
transactional ympacts) that our adjusted diluted earmings per share December 18, 2015 guidance would change by
the following

=  $0 30 per share on an annualized basis for 2016 and
* 30 04 per share for the first quarter of 2016

Investment Currency Risks

As of November 30 2015, we have foreign currency swaps and forwards of $387 mallion and $43 milhon,
respecuvely, which settle through September 2019 and July 2017, respectively These loreign currency swaps
and forwards are designated as hedges of our net tavestments 1n foreign operations, which have a euro-
denomunated funcuional currency, thus parually offsctung the foreign currency exchange rate nsk Basedona
10% hypothetical change 1n the U S dollar to euro exchange rate as of November 30, 2015, we estimate that
these foreign currency swaps’ and forwards’ fair values would change by $44 mullton, which would be offset by
a comresponding change of $44 rmullion in the U § dollar value of our net investments
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Newbuild Currency Risks

In 2015, we entered into foreign currency zero cost collars that are designated as cash flow hedges for a portion
of Majestic Prnincess' and Seabourn Encore’s euro-denominated shipyard payments The Majestic Princess’
coilars mature 1n March 2017 at a weighted-average ceihng of $590 million and a weighted-average floor of
$504 mullion Seaboumn Encore's collars mature 1n November 2016 at a weighted-average ceiing of $221 mullion
and a weighted-average floor of $185 mullton If the spot rate 15 between the weighted-average ceiling and floor
rates on the date of matunity, then we would not owe or receive any payments under these collars At

November 30, 2015, the esumated fair value of these outstanding foreign currency zero cost collars was &

$26 mullion hability Based on a 10% hypotheucal increase or decrease in the November 30, 2015 U S dollar o
euro exchange rates, we estimate the fair value of our foreign currency zero cost collars’ hability would decrease
$32 mullion or increase $43 mullion, respectively

At February 19, 2016, our remaining newbuild currency exchange rate risk relates to euro-denommated newbwld
contract payments, which represent a total unhedged commutment of $2 0 billion and substantially relates to
Camival Crwse Line, Holland Amenca Line, P&O Cruises (Australia) and Seabourn newbuilds scheduled to be
dehivered through 2019 The functional currency cost of each of these ships will increase or decrease based on
changes 1n the exchange rates unul the payments are made under the shapbuilding contract, or we enter into a
foreign currency hedge Based on a 10% hypotheucal change inthe U S dollar to euro exchange rates as of
November 30, 2015, the unpaid cost of these ships would have a corresponding change of $194 million

Interest Rate Risks

At November 30, 2015, we have inierest rate swaps that have effectively changed $500 mathon of fixed rate debt
to U S dollar LIBOR-based floating rate debt and $568 nullion of EURIBOR-based floating rate euro debt to
fixed rate euro debt Based on a 10% hypothetical change in the November 30, 2015 market interest rates, the fawr
value of all cur debt and related nterest rate swaps would change by $77 mulion [n addition, based on a 10%
hypothetical change 1n the November 30, 2015 market tnterest rates, our annual interest expense on floating rate
dedt, including the effect of our interest rate swaps, would change by an insignificant amount Substanually al] of
our fixed rate debt can only be called or prepard by mcumng addinonal cosis

Fue) Price Risks

Qur exposure to market nsk for changes in fuel prices substantally all relates to the consumption of fuel on our
ships We expect to consume approximately 3 3 nullion metnic tons of fuel in 2016 Based on a 10% hypothetcal
change in our December 18, 2015 guidance's, forecasted average fuel pnce, we esumate that our 2016 fuel
expense, excluding the effect of zero cost collar fuel denvatives, would change by $80 rmallion

We miigate a portion of our economic nisk attributable to potential fuel price increases through the use of Brent
zero cost collars The actual fuel we use on our ships 1s marine fuel Sec Note 11 — “Fair Value Measurements,
Denvative Instruments and Hedging Activities™ of the DLC Fmancial Statements, which are included m

Annex |, but do not form part of these Carmival plc financial statements for addstienal discussion of our fuel
denvauves

At November 30, 2015, our fuel denvauves cover a portion of our estumated fuel consumption through 2018 AL
November 30, 2015, the esumated fair value of our outstanding fuel denvative contracts was a net liabihity of
$561 million Based on a 10% hypotheucal increase or decrease in the November 30, 2015 Bren: forward price
curve, we esimate the fair value of our fuel denvatives’ net hability would decrease $101 million or increase
$108 mullion, respectively In addition, a 10% hypotheucal change in our December 18, 2015 guidance’s, Brent
price would result 1n a $0 04 per share change in realized losses on fuel denvatives for 2016 and a $0 01 per
share change for the 2016 first quarter
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4, Internal Control and Risk Assessment
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Carmival Corporation & ple’s Boards of Directors

The Boards of Directors (“BODs™) have averall responsibility for determining the strategic direction of Carmival
Corparation & plc and the nature and extent of the sk assumed by 1t The BODs have camed out a robust
assessment 1o ensure that these principal nisks, including those that would threaten its business model, future
performance, solvency or liquidity are effectively managed and/or mutgated 10 help ensure Camival Corporation &
ple1s viable As a result of this assessment the BODs have idenufted the mine prncipal nsks and thewr management
and/or mitrgation es listed (n ltem 5 Rusk Management and/or Mitigation of Principal Rusks withun this Strategic
Report The BODs oversight includes biefings by management, review of audst results and comrective actions, and
the results of nsk assessment and nsk monitoning acuviues The framework above 1llustrates the interaction between
the BODs, its Comnuttees and Carmaval Corporation & plc management in order o continvously and annually
assess, manage and/or mitigate nsks In this regard, the BODs delegate certain nsk management activities to all its
Commnuttees, but principally o the Audit and HESS Commuttees as follows

Audit Commuttees

The Audit Commultees are responsible for overnight of Camival Corporation & ple financial controls and
compliance activities and oversees management’s processes (o identufy and quantify pnncipal isks They momtor
Camval Corporation & plc’s principal financial nsks and non-HESS operational and compliance nisks idenufied by
the nsk assessment processes and report their findings to the BODs They are also responsible for reviewing in
detail the effectiveness of Caruval Corporauon & plc’s system of mtemal control policies, and procedures for the
wdentiffcation, assessment and reporung of nsk, including idennfying new nsks as they anse They review and make
recommendations ansing from management reports on the effectiveness of internal controls and nsk management
systems In addition, the Audit Commuttees review the histonical audit coverage. the audit plan for the upcoming
year and results of any tesung carned out by Caruval Corporauon & ple’s internal audit department, Rusk

Advisory & Assurance Services ("RAAS"), and 1ts external auditors They also review arrangements by whuch
employees may confidenually raise concerns about impropneties in Carnival Corporation & ple’s financial
reporting and financial controls Finally, in connecuon with their nsk oversight role, the Audit Commuttees regularly
meet privately with representatives from Camuval Corporation & plc’s independent audstors and registered certified
public accounting firm, the Chief Audit Officer and the Generat Counsel

HESS Committees

The HESS Commuttees monstor Carmival Corporauon & plc’s performance in managing andfor mitigaing
principal non-financial nsks, pnncipally those anising in respect of health, environment, safety and secunty and
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sustainability and report their findings to the BODs cn a regular basis The HESS Commutiees also idenufy new
nisks or exposures as they anse Finally, they oversee management's processes to 1dentufy and guanufy principal
nsks and review with management the actions required to minymize such nsks

Leadership Team

The Leadership Team, which consists of our most senior executive management, 1s responsible for having active
plans to strategically manage and/or miugate the principal financial and non-financial nsks rdentified by the
business from the nsk assessment processes that are integrated within Carnival Corporation & ple's operations to
ensure ohgong visblity Management responsitality for the management and/or miugauon of Carmival
Comporanion & plc's principal financial and non-financial nisks 15 determined by the Leadership Team Finally,
the Leaderslup Team also identifics new nsks as they anse and ensures they are properly reviewed and

monitored

RAAS

The RAAS department reports directly to the Chairs of the Audit and HESS Commuttees RAAS supports the
Audit and HESS Commuttees 1n fulfilling thewr govemance and oversight responsibil:itics and are recognized as
the BODs pnmary partner for providing nsk advisory and assurance services RAAS is responsible for providing
assurance that controls related to financial (including the U S Sarbanes-Oxley Act (“SOX™)), operational,
comphance and strategic nsks are well dessgned and operate effecuvely This 1s achieved through the
performance of annual audits and other reviews as requested by senior executive management and the Audit and
HESS Commuttecs RAAS also conducts annual HESS audits of each brand’s head office and of each shup 1n
Carruval Corporation & plc's fleet In addion, RAAS facilitates reporuing on principal nsks and how
management manages and/or mitigates these nsks RAAS ensures their annual audit plan s well abgned with
strategic goals and pnncipal nsks During 2015, RAAS worked closely with the BODs and senior executive
management to re-define the Enterpnse Risk Management program for value and success

Scnior management receives penodic mformation regarding mntemal control 1ssues ansing at the business unus
The pnmary focus of this aspect of the control process 1s the RAAS Department that s responsible for
momtoning the process, ensuning that 1ssues common to more than one business unit are idenufied and that alt
relevant matters are brought to the attention of the BODs as a whole In carrying out its functions, the RAAS
Department 15 supported by the Global Accounting and Reporung Services and Corporate Legal Departments, as
well as the CEQ and the Chuef Financial Officer (the “Cerufying Officers™) The Certifying Officers are required
by rules of the SEC to file wntten certifications on a quarterly basis cerufying, among other ttems, that they have
disclosed 1o the auditors and the Audit Commattees ali sigmificant deficienctes and matenial weaknesses in the
design or operation of intemal control over financial reporting which are reasonably likely to adversely affect
Camival Corporation & plc's ability to record, process, summanze and report financial information and any
fraud, whether or not materral, that involves management or other employees who have a significant role in
Carmival Corporation & plc’s intemal control ever financial reporung

Intermal control and nisk management within Camival Corporanon & ple's business unts 1S an Ongoing process
embedded 1n each of the operations 1t 15 designed to wdenufy, evaluate and manage the pnncipal nisks faced by
the units A robust system of internal controls designed to be capable of responding quickly to evolving nisks in
the business has been established, compnsing procedures for the prompt reperting of sigmficant and material
internal control deficiencies together with the appropriate remedial acttons

Carmival Corporation & plc has adopted the Commuttee of Spansoning Qrgamzatons of the Treadway
Commussion ("COSO™} gmdance for implementing its internal conlruls based on the cnitena established in the
2013 framework as part of our SOX compliance plan COSO 1s considered to be the model inlernal control
framework and references the same intemal control objectives and components as are used by the 2054 revised
UK Corporate Governance Code 1n assessing the effectiveness of a company's nsk and control processes

The system of intemal control was in place throughout fiscal 2015 and has conunued i place up (o the date of
approval of this Swrategic Report The system 1s designed to manage rather than elununate the nsk of failure to
achieve business objectives The BODs confirm that they have performed their annual review of is effectiveness
and that st 15 in compliance with the 2014 revised UK Corporate Govemance Code The BODs review of the
system of entemal controls has not rdenufied any sigmficant failings or weaknesses, and therefore, no remedial
actions are required
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5. Risk Management and/or Mitigation of Principal Risks.

You should carefully consider the specific principal risk factors set forth below and the other information
contained within this Strategic Repon, as these are important factors that could cause our actual resulls,
performance or actuevements to differ matenally from our expected or histoncal results Some of the siatements
in this item and elsewhere within this Strategie Repont and in the Camival plc Financial Statements are “forward-
looking statements " For a discussicn of those statements and of other factors (o consider see the “Cautionary
Note Concerning Factors That May Affect Future Results™ within this Strategic Report

® ncidents, such as shup incidents, secunty wncidents, the spread of contagious diseases and threats thereaf,
adverse weather conditions or other natural disasters and the related adverse publicity affecting our
reputation and the health, safety, securtty and satisfacnion of guests and crew could have an adverse effect
on our sales and profitability

The operatron of cnuse ships, hotels, land tours, port and related commercial factliies and shore excursions

involve the nsk of incidents, mncluding those caused by the improper operation or maintenance of shups,

motorcoaches and trains, guest and crew illnesses, such as from the spread of contagious diseases, mechanical

fatlures, fires and colhsions and the resulting costs incurred on emergency ship repairs, repair delays, '
groundings, navigational errors, ol spills and other manume and environmental mishaps. missing passengers |
and other incidents at sea or while in pon or on land, which may cause mjury and death, guest and crew |
discomfort and the alteration of 1uneranes or cancellation of a cruise or senes of cruises or tours Although our

uncompromusing commtment to the safety and comfort of cur guests and crew 15 paramount to the success of our |
business, our ships have been involved in accidents and other incidents i the past 'We may expenence similar or

other incidens 1n the future These types of incidenis may bnng inle question guest and crew health, safety,

security and satisfacuon and may adversely affect our brands' reputations and demand for our brands, and

cruising 1n general, and may affect our sales and profitability, may result in additional costs to our business,

liugation against us and mcreasing government or other regulatory oversight

In parucular, our ability to effectively and efficiently operate shipboard and shoreside acuvities may be impacted

by widespread public health issues/illnesses or health wamnings resulting in, among other things, reduced demand '
for cruises and cruise and ship chanter cancellattons and employee absenteeism that could have an adverse effect
on our sales and profitabilty For example, a severe outbreak of the influenza virus or some other pandemic
could, among other things, disrupt our abtlity to embark/disembark passengers and crew, require changes to
cruse wunerary, disrupt arr and ground travel to and from ports, increase costs for prevention and treatment and
adversely affect our supply chamn and distnbution systems This could also adversely impact cnuse demand in
areas unaffected by such an outbreak

In addition, as mentioned above, our ships are subject to the nsks of mechanical faslures and accidents, for which
we have had 1o tncur repair and equipment replacement expenditures If these occur mn the future, we may be
unable to procure spare parts or new equipment when needed or make repairs without incummng sigrficant
expenditures or suspension of service A signuficant performance deficiency or problem on any one or more of
our ships could have an adverse effect on our financial conditron and results of operations

Qur cruise ships, hotels, land tours, port and related commercial facilies, shore excursions and other service
providers may be impacted by adverse weather pallemns or other natural disasters, such as humecanes,
earthquakes, flaods, fires, tomados, tsunamus, typhoons and volcanic eruptions These events could result 1n,
among other things, increased port related and other costs It 1s possible that we could be forced to alter
1uneranes or cancel a crnse or a senes of cnuses or tours due o these or other factors, which would have an
adverse effect on our sales and profitability

The frequency of extreme weather events such as humcanes, floods and typhoons may not only cause disruption,
alieration, or cancellation of cnuses but may also adversely impact commercial awrfine flights, other transport and shore
excursion ectivities or prevent our guests from electing to crusse aliogether Such extrermne weather evenis may also
disrupa the supply of provisions, fuel and shore power, and may limut our ability to safely embark and disembark our
guests In addiuon, these extreme weather conditions could result in increased wave and wind activity, which would
make 1t more challenging to sail and dock our ships and could cause sea/moton sickness among guests and crew
These events could have an adverse impact on the safety and sabsfaction of cruising and could have an adverse impact
on our sales and profitability Additionally, these extreme wezther condiuons could cause property damage (o our
shaps, port and related commercial and business faciliues and other assets and impact our ability to provide our cnnse
products and services as well as (0 obtain insurance coverage for operattons in such areas at reasonable rates
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Incidents involving erwse ships, tn particular our cruise ships, and media coverage thereof, as well as adverse
media publicity concermung the cnse vacation industry 1n general, or unusual weather patterns or other natural
disasters or disruptions, such as hurncanes and earthquakes, could impact demand for cur cnuses In addiuon,
any incidents which mmpact the travel industry more generally may negatively impact guesis' ability or desire 10
travel to or from our ships or imerrupt our ability to obtain services and goods from key vendors in our supply
chain Asny of the foregoing could have an adverse impact on our sales and profitabitity

Maintzining a good reputation is cniiczl to our business Reports and media coverage of shup incidents at sea or
whule 10 port, including mussing guests, improper conduct by our employecs, guests or agents, cnmes, dissatisfied
guests, crew and guest ilinesses, such as incidents of stomach flu, parasitic outbreaks or other contagious
diseases, secunty breaches, termronist threats and attacks and other adverse events can result in negative publicity,
which could lead to a negative perception regarding the safety of our ships and the satisfaction of our guests In
rddition, negative publicity regarding adverse environmental impacts of cnusing, such as climate change and ol
spills, could diminush our reputation The considerable expansion 1n the use of social media over recent years has
increased the ways in which our reputatton con be impacted, and the speed with which 1t can occur Anything that
damages our reputation, whether or not justified, could have an adverse impact on demand, which could lead w0
pnice reductions and a reduction in our sales and profitability
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Examples of how we manage and/or mutigate this principal risk:
Governance and policy

> We have established HESS Comumuttees to assist the BODs in fulfilling their responsibility to
supervise and momtor our health, environment, safety and secunity-related policies, programs and
1myiataves at sea and ashore and comphiance with related legal and regulatory requtrements The
HESS Comimitiees and our management team review pnncipal risks or exposures and associated
nutigation plans

> We are idenufying and standardizing best-practice policies and procedures in HESS disciphnes
across the entire organmization &nd we share them with our pnncipal compentors in the crurse
industry

» We are further enhancing our processes for auditing ship and shore-based operations and
contmuously improving our HESS performance throughout our operations and regularly perform
shoreside and shipboard audits and take appropnate action when deficiencies are identfied

> We develop and implement effective and venfiable management systerns to fulfill our HESS
commutments, and identify those employees responsible for managing HESS and sustainabilny
programs and ensure that there are clear lines of accountability

> We align our management comnpensation with our HESS performance

Operatlons
Overall

> We have the ability 1o change our shup suneranes to miugate contagious diseases, security and
weather-related nsks

> We have established a proactive public communications program to help mitigate the adverse
impacts from incidents

> We have ship compliance efficers who train, monitor and report on camplhiance with our shup
operational and regulatary policies and proceduses

> We provide regular HESS suppont, training, guidance and informauon to guests, employees and
others working on our behalf

> We report HESS incidents and investigate when appropnate, n order to take act:on 1o prevent
recumrence

> We maintain insurance on our shep’s hull and machinery and also for other habilites resulung
from ship and other mncidents

Health

> We regularly clean and sanitize our shaps before and duning a cruise and have implemented
enhanced guest and crew health-screening protocols 1o cunul the spread of contagious diseases
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Environment

> We idenufy the aspecis of our business that impact ihe environment and continue to take
appropriate acuion to runminize that impact

Safety and Training

> We have enhanced our procedures, systems and training to further mutigate the nisk of engine
room fires

*» We have expanded and accelerated the trmning of our brudge and engine room officers 1n
mantime-related best pracuces at our global training faciliues in Almere, the Netherlands

> We have standardized bridge and engine resource managemeni procedures on our ships and have
expanded our existing oversight functien to momtor bndge and engine room operations

Secunty

» We idenufy security-related threats at sea and ashore and set secunty protocols to mutigate nsks,
up 10 and including cancelling port calls

® Economic conditions and adverse world evenis affecung the safety and secunity of travel, such as ciwl
unrest, armed conflicts and terrorist attacks, may adversely impact the demand for cruises and,
consequently, reduce our criuse brands’ net revenue yields and profitability

Demand for cruises 15 1n part dependent on the underlying perceaved ar actual economic condition of the
countnes from which cruise compantes source their guests Adverse changes in the perceived or actual econoruc
climate, such as global or regional recessions, higher unemployment and underemployment rates, declines in
income levels, secunties, real estate and other market declines and volaulity, increasing taxauon, higher fuel
prices and healthcare costs, more restricuve credit markets, higher interest rates and changes 1n governmental
regulations, could reduce our potenual vacationers® discreucnary incomes, net worth or their consumer
confidence Consequently, this may negatively affect demand for vacations, including cruise vacations, which are
a discretronary purchase Decreases in demand could lead to pnice reductions which, in turn, could reduce the
profitability of our business

Demand for crusses and other vacation opuions has been and 1s expected to conunue to be affecied by the public's
attude towards the safety and security of trave] Factors mcluding, but not limuted to, past acts of crmorism,
threats of additional terrorist attacks. drug-related violence 1n Mexico, pirate attacks and vessel seizures off the
cast and west coasts of Africa, nauonal government travel advisories, political mstability and civil unrest 1n
North Africa, the Mtddle East, the Batkans and elsewhere, geopolitical i1ssues between China and Japan and
general concems over the safety and secunty aspects of traveling have had a significant adverse impact on
demand and pricing 1n the trave! and vacauon industry in the past and may have an adverse impact in the future
Decreases i demand may lead to pnee reductions, which 1n tum would reduce our profitability, especially in
regions with popular ports-of-call

Examples of how we manage and/or mutigate thus pnncipal risk:
Governance

= We have a strong balance sheet as evidenced by our snvestment grade credit ratings, which
provides us with the abihty 1n most financial market environments to obtain debt financing, as
needed We also have 1n excess of $2 5 billion in commutted revolving credit fuilities through at
least 2020 with some of the strongest banks in the world, as well as almost $6 5 billion 1n
commitied export credit financings available for drawing at the uime of the underdying ship
delivenes, between 2016 and 2020

Qperations

>» We can mutigate some of tis nsk by redeploying our ships te more profitable regions of the world
because of the mobility of our ships

» We have established proactive communication programs to delsver our message 1o consumers,
which helps dnve cruise demand
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Security

> We idenufy secunty-related threats at sea and ashore and set secunty protocols to mutigate risks,
up to and including cancelling port calls

®  Changes in and comphance with laws and regulenons relanng to environment, health, safety, security, tax
and ann-corruption under whick we operate could adversely impact our profitabiisty

Some environmental groups have lobbied for more stnngent regulation of crnse ships Some groups have also
generated negative publicity about the crwise busimess and 1ts environmental impact Vanous agencies and
regulatory orgamzations have enacted or are considenng new regulations or policies, such as stricter emussion
limuts te reduce GHG effects, which could adversely impact the crusse indusiry
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The IMO has amended the MARPOL regulations to reduce emissions from ships As described in “Manume
Environmental Regulations” as referenced below, these changes will result in reducuons in ship SOx ermssions
by requunng progressive reductions 1n the sulfur conteni in fuel or the use of abatement technologies Thess
linuts will be further reduced in designated ECAs, including ECAs that have been or could be proposed 1n other
poaume crusing areas, such as around Japan, the Meduerranean Sea and Mexico Ag a result of these amendments,
we have elected (o install EGCSs on cenain of our sheps, which enable our SOx ermussions to meet the ECA
requirements and the 2020 glohal standard without the use of low sulfur fuel, 1n all matenal respects However, if
this type of technology 15 not widely used wathin the shipping industry it 1s possible that there could be limated
avaitability of hugh sulfur fuels because of low demand and the cost of such fuel may increase The increase in
fuel prices caused by these regulations may impact our other expenses including, but not hmited 1o, crew travel.
fresght and commodity prices and may have an adverse impact on our profitability

From ume to tme initizsves to lunit GHG emussions are introduced around the world For example, numerous
bulls related to chimate change have been introduced in the U S Congress, which could adversely impact our
business While not all are Likely to become law, there are indications that eddiional climate change related
mandates could be forthcoming, and they may sigmificantly impact our costs, including, among other thungs,
increasing fuel prices, including new taxes an bunker fuel, establishment of costly emissions trading schemes and
increasing newbuwild and operational costs

Environmental laws and regulations or habiliies ansing from past or future releases of. or exposure to, hazardous
substances or vessel discharges, including ballast water and waste disposal, could matenally increase our cost of
compliance or otherwise adversely affect our business, results of operations and financial condition See [tem 2
Business C “Our Global Cruise Business — Govemmental Regulations — Mannume Regulations” for additional
information regarding these regulations

We are subject 10 numerous intermational, national, state and local laws, regulations and treaties related to social
issues, such as, health, safety and secunty Falure to comply with these laws, regulations, treaties and
agreements could lead to enforcement actions, fines, civil or cnmunal penaltes or the asseruon of liigation
claims and damages These i1ssues are, and we behieve will continiue 1o be, an area of focus by the relevant
authonties throughout the world Accordingly, new legistation, regulations or treaties, or changes thereto, could
impact our operattons and would likely subject us to increased comphance costs 1n the future In addition,
traiming of crew may become more iime consuming and may 1ncrease our operating costs due to increasing
regulatory and other requirements

Furthermore, we are also subject to comphance with income tax !aws and regulations and income tax treaties in
the junsdictions where we operate We belicve that substanually all of the income eamed by Carmival
Corporauon, Carnival plc and their ship owning or operating subsidiaries qualifies for taxation based on ship
tonnage, 15 exempt from taxation or 15 otherwise subject to minimal Laxes 1n the jurisdictions where the entities
are incorperated or do business

We beheve that Panama and the junsdictuons where the ship owning and operating subsidianies of Carmival
Corporation are formed are equivalent exemption jurisdicuons for purposes of Secuon 883 of the Internal
Revenue Code The laws of Panama and the other junsdicions where our ships are owned or operated are subject
to change and, 1n the future, may no longer qualify as equivalent exemptton junsdicions Moreover, changes
could occur n the future with respect to the trading volume or trading frequency of Camival Corporation shares,
affecting Carmival Corporaizon’s status as a publicly-traded corporation for purpases of Secuion 883
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The IRS interpretauon of Section 883 could also differ matenally from ours In addition, provisions of the
Internal Revenue Code, including Section 883, are subject to legislavve change at any ume Accordingly, it 1s
possible that Carmival Corporation and 1ts ship-owning or operating subsichanes whose tax exempuon 1s based on
Secuon 883 could lose this exemption

There 15 no authority that directly addresses the effect, if any, of a DLC arrangement on the avatlabihty of
benefits under treaties and, accordingly, their applicatton to our operations 1s not free from doubt The applicable
treaties may be revoked by either applicable country, replaced or modified with new agreements that treat
income from international operation of ships differemly than the agreements currently 1n force or may be
interpreted by one of its countries differently from us

If we did not qualify for tonnage tax, exempuon, treaties or mimimal taxes, or if the laws that provide for these
tax systems were changed, we would have significantly hugher income tax expense In many jurisdicuons, the
benefit of tonnage tax or preferential tax regimes would be replaced with taxation at normal statutory rates In the
absence of Section 883 or an applicable income tax treaty in the U S , we would be subject to the net income and
branch profits tax regimes of Secucn 882 and Secuon 884 of the Internal Revenue Code In combunation, these
provisions would result in the taxation of our U § source shupping income, net of applicable deductions, at a
current federal corporate income tax rate of up 10 35%, state income 1ax rates would vary and our net after-tax
income would be potcntially subject to a further branch profits tax of 30%

We are subject to the examination of our income (ax returns by tax authornities 1n the junsdictions where we
operate There can be o assurance that the outcome from these examunattons will not adversely affect our ne
income

As budgetary constraints contnue to adversely impact the junsdictions in which we operaie, increases in wacome
or other taxes affecting our operations may be imposed Some social activist groups have lobbied for more
taxation on sncome generated by cruise companies Certaun groups have also generated negauve publicity for us
In recent years, certain members of the U $ Congress have preposed vanous forms of legislation that would
result 1n hugher taxation on income generated by cruise companics

Operzung internauonally also exposes us to numerous and sometimes conflicung legal and regulatery
requirements such as U S and global anu-bnbery laws and regulations In many parts of the world, including
countnes 1n which we operste, practices in the local business communities mught not conform to internauonal
business standards We may not be successful in ensunng that cur employees and other representatives stationed
throughout the world properly adhere to our policies or applicable laws or regulations Faslure to adhere to our
policies or applicable laws or regulations could resull in penaluies, sancuons, damage (o our reputation and
related costs, which in tum could negatively affect our profitability

Examples of how we manage and/or mitigate this principal risk:
Governance

> We have estabhished Audit Commitizes to assist with the BOD's oversight of, among other things,
our compliance with legal and regulatory requirements (other than HESS maltters), the
perfarmance of our intemal audit functions and relevant elements of cur nsk management
programs The Audit Committees and our management (cam review principal nsks or exposures
and associated mitigating actions

» We have established HESS Commutiees to assist the BODs in fulfilling their responsibiity to
supervise and monitor our health, environment, safety and secunty-related policies, programs and
imuauves at sea and ashore and comphiance with related legal and regulatory requirements The
HESS Commmuttees and our management ieam review pnincipal nsks or exposures and associated
miigating actions

> We have a global nsk advisory and assurance function to help ensure financial, operational and
comphance controls are well-designed and operating effectively

Legal and Regulatory

*> We have rcbusli global compliance programs to help ensure all our intemnal and certan external
stakeholders are properly educated about laws and regulations
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> We work with appropnate government authonties 1o ensure we are in complhiance with rules and
regulations applicable to our ship and shoreside operations, and we consult with numerous
professionals and parttcipate 1n various trade associations to help ensure we are aware, and are
able to manage the impact, of potential changes to existing regulations

> We mnform policy makers of our positons and make recommendauions regarding proposcd
changes to exisung laws and regulations

> We have all of our shipboard operations and shups regularly audited by the nauonal flag state
authonues and classification socicties and maintain the required certificates of compliance i
accordance with the International Safety Management Code

> We have ship compliance officers who train, momutor and report on comphiance with our ship
operatronal and regulatory policies and procedures

> We monutor our tax obligations and ensure we address our sigmficant obhgations

®  Disrupnions and other damages to our information technology and other networks and operations, and
breaches in dara secunity could result in decreases tn our net income

Qur abilily 1o increase revenues and control costs, as well as our ability 10 serve guests most effecuvely depends
in part on the reliability of our sophistzcated technologies and system networks We use communication
applications, informaunon technology and other systems to manage our inventory of cabins held for sale and set
pricing in order 1o maximize our revenue yields and to opumize the cffectivencess and efficiency of our shoreside
and shipboard operauons Possible system outages and the resulting downume could have adverse consequences
on our abilty to run and manage our business In additon, gaining unauthonzed access to digital systems and
networks for purposes of nusappropnating assets or sensiuve financial, medical or other personal or business
information, corrupting data, causing shoreside or shipboard operational disruptions and other cyber-attack nsks
¢ould adversely impact our repulation, guest services and satisfaction, employee relationships, business plans,
ship safety and costs Global companies are repeatedly being targeted 10 gamn access to ¢ritical company, guest
and other information In addition, the operation and maintenance of our systems 15 1n some cases dependent on
third-party technologies, systems and service providers for which there 1s no centaunty of uninterrupred
avarlability or through which hackers could gain access to sensitive information These poternbal disruptions and
cyber attacks could negatvely affect our reputation, customer demand, costs, system availabihity and pnicang for
our cruses

in addition, as the use of the internet expands regulators are workung on addressing the nsks related o these new
technologies, globalization and cybersecunity with enhanced regulations For example, the proposed European
Umon’s General Data Protection Regulation promotes an increased level of protecuon of personal data and will
provide for enhanced regulatory supervision, which may increase our costs

Our pnncapal offices are located 1n Australia, Germany, ltaly, the UK and the US  Although we have developed
disaster recovery and sumilar business contingency plans, actual or threatened natural disasters {for example,
humcanes, carthquakes, floods, fires, tornados, tsunams, typhoons and volcamc eruptions) or sinular events 1n
these locaiions may have a material impact on our bustness confinuity, reputation and results of operattonts

Examples of how we manage and/or mitigate this principal risk
Governance

> We have regular Audit and HESS Commuittees oversight to discuss the nsks of cyber-attacks and
the mutigaung sysiems, processes and controls we have 1n place to address these risks

> We have a global nsk advisory and assurance function to help ensure financial, operational and
compliance controls are well-destgned and aperating efficiently

> We have a strong balance sheet as evidenced by our investment grade credst ratings, which
provides us with the ability 1n most financial market environments o obtain debt financing, as
needed We also have in excess of $2 5 billion 1n commutted revolving credn faciliues through at
least 2020 with some of the strongest banks 1n the world, as well as akmost $6 5 bithon in
commutied export credit financings avaitable for drawing at the ume of the underlying ship
delivery, between 2016 and 2020
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Disruptions

> We regularly update and test our business conunuity and disaster recovery plans

> We have implemented general information techrology and application controls that we routinely
test 1o ensure that they are functionming as designed

> We have developed and tested a global informaucn technology cybersecunty incident response
plan that includes processes that integrate technecal, legal and communication actions

Breaches in Security

> We implement and maintain secunity controls to help protect our information technology
applications, networks and customer and company data by focusing on protecuon, idenufication,
access and recovery

> We conunue 10 review emerging secunty threats that may impact our cnucal systems, data and
processes

» We continually assess cyber-attack nsks to our shup control systems and implement secunity
controls to mitigate them

Ability to recrun, develop and retan qualified personnel could adversely affect our results of operations

Our success 15 dependent upon our personne] and our ability 1o recrust and traun tugh quality employees We hire
a significant number of new crew each year and, thus, our abihity to adequately recruit, develop and retain them 1s
entical to our cruise business We also rely upon the ability, expertise, judgment, discretion, integnty and good
faith of our senior management team We must continue to recruit, develop, retain and motivate management and
other employees to enable us to matntan our current business and support our projected growth

We believe that incidents involving crutse ships and the related adverse media publicity, adverse economic
condittons that negat:vely affect our profitebility and overcapacity 1n the vacation regron could also inpact our
ab:lity to recruit qualified personnel

Examples of how we manage and/or mitigate this principal rsk:

Governance

2> We have established HESS Commuitess to assist the BODs oversight of, among other things, the
recruitment, development and retention of qualified shipboard personnel

> We have established a Compensation Conirmittee to assist the BODs n fulfilling their
responsiblity related to compensation of our senior management

> We have established a Normunations Commuttec to assist the BODs in fulfilling therr responsibility
for succession planning, high-level recruiing and governance

Operations

> We provide hotel and marine-related training to ensure that our shipboard crew, including officers,

have the knowledge and skills to properly perform their jobs, micluding a world-leading simulation

training center for our deck and technical officers

We have strong cadet screerung and interviewing programs

We are piloting shipboard compensatton programs that align compensation with attainment of

competencies cnitical to the safe operation of our ships

We seek to employ diverse people and ensure our workplaces provide a supportive environment

We have formalized personnel appraisal processes

We use employee fecdback tools to monitor employees’ perspectives and take appropnate actions

We monitor our employee tumover and its underlying causes to understand if there are specific

actions that need to be ynplemented to reduce wumover

OQur execuuve compensation programs are designed to reward financial results and effective

strategic leadership through the use of both short-term rewards and long-term 1ncentives,

including performance-based elements

> We have structured our work processes and incentive compensation plans to reflect a culture that
enables our brands to better elign their mdividual performance with our pnimary financial goals
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> We seck 1o provide total compensatton that allows us to be competitive in the labor markets in
whaich we operate
» QOur decentrahzed structure supports our CEQ and managemeni succession planning

®  [ncreases i fuel prices may adversely affect our operatons, financial condition and hquidity

Economuc, market and political condsuions around the world, such as fuel demand, regulatory requirements,
supply disruptions and related infrastructure needs, make 1t difficult to predict the future pnice and avaitability of
fuel Fuel costs accounted for $3%, 20% and 21% of our cnuse operating expenses m 2015, 2014 and 2013,
respectively Future increases in the globat price of fuel would increase the cost of our crurse ship operations as
well as some of our other expenses, such as crew travel, freaght and commodity prices Furthermore, volatulity in
fuel pnces could have a material adverse effect on our operations, financial condition and hiqudity We may be
unable to implement add:tronal fuel conservation inibalives and other best practices or increase ticket prices and
cotlect fuel supplemems, which would help to fully or parually offset these fuel price increases See nsks relaung
to environmental laws and regulations, conunumng financial vizbihity of air service providers and failures to keep
pace with technology below for addiional information regarding our fuel nsks

To mutigate g portion of our economuc nsk attnbutable to potential fuel price increases, we have established &
fuel denvanves program To date under this program, we have bought Brent crude o1] (“Brent™) call options and
sold Brent put opuons, collectively referred 10 as zero cost collars, that establish ceiling and floor prices These
denvanves are based on Brent prices whereas the actual fuel used on our ships 1S manne fuel Changes i the
Brent prices may not show a hugh degree of correlation with changes in our underlying manne fuel prices In
addition, there can be no assurance that our fuel denivatives program will provide a sufficient level of protection
against increases in fuel prices or that our counterpanies will be able 1o perform, such as in the case of a
counterparty bankrupicy Assumung the Brent prices remain below the floors of our zero cost collars in 2016,
2017 and 2018, realized losses on these zero cost collars will reduce the benefit we would have obtamned from
lower fuel prices Also, the fuel derivative contracts may create significant volatiluy in our US GAAP earnings
due 1o volatility 1n fuel prices over the contracts’ terms

We behieve that our land-based vacation competrtors’ operating costs are less affected by fuel pnce increases
than crmise companies Accordingly, fuel price increases may adversely impact cruise companies more than thewr
land-based compeutors

Certain of our newbuilds entering service 1n 2018 and thereafter are designed 1o use LNG as a pnmary fuel
source At this time, there 1s not a spot market for LNG hke there 1s for bunker or manne gas otl and purchasing
LNG 15 usually made through long-term contracts Further, the LNG disinbution infrastracture 15 i the early
siages of development and there are a lututed number of supphers In addition, we may be subject to new
regulations covenng the use and storage of LNG onboard our ships and we may experience difficulues in
operating and maintzaintng new LNG-based engine technology

Examples of how we manage and/or mitigate this principal risk:
Consumption

> We may implement additional fuel conservauon imtiatyves and mcrease ucket pnces and collect
fuel supplements, which would help to fully or parually offset fuel price increases

> We can revise iineranes to reduce fuel consumpuion

> We have established teams 1o research and amplement mnovative technologres to reduce fuel
consumption

> We are adding new, more fuel-efficient ships to cur fleet and are opportunistically disposing of
less fuel effictent ships

> We have aligned certaun employess’ compensation with fuel efficiency targets

> We have established a fuel denvatives program to mitigate a portion of our economic nsk
aunbutable to potential fuel price increases

> We expect to have EGCSs installed on approximately 70% of our fleet by the end of 2017, which
will miugate the impact of regulations that effectively requure the use of low sulfur fucls that are
higher-priced
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> We buy large quanuties of fuel from selected suppliers to leverage our purchasing power
> We are building cruise ships that are propelled by LNG as an alternative to marine fuel ol

®  Fluctuations i foreign currency exchange rates could adversely affect our financial resulis

We cam revenues, pay expenses, purchase and own assets and icur habilities 1n cusrencies other than the U §
dollar, most sigruficantly, the euro, sterling, Austrahan and Canadian dollars We denved 54%, 57% and 56% of
our reported revenues from guests sourced from outside of the U S 1n 2015, 2014 and 2013, respectively,
ncluding the impact of changes in foreign currency exchange rates Because our consolidated financial
siatements are presented m U § dollars, we must translate revenues and expenses, as well as assets and
habilitses, 1nte U S dollars at exchange rates i effect duning or at the end of each reporuing peniod We report
currency transactons in the functionel currenctes of our reporting umits, excluding fuel which 1s always
transacted and reported in U S dollars regardless of the functional cumrency of the reportng unit Furthermore,
we convert a significant amount of these currencies into U S dollars Therefore, the strengthening of the U S
dollar aganst our other major currencies, will adversely affect our U'S dollar financial results and will reduce
the U S dollar amount received upon conversion of these cwrrencies into U S dollars

Examples of how we manage and/or mitigate this pnncipal nsk:
Governance

> We net certain exposures 1o take advantage of natural offsets and also use financial instruments
when appropriate

Operations

» We may redeploy our ships to mitigate the unfaverable impacts of changes m foreign currency
exchange rates

> We monstor foreign currency exchange rates and increase ticket and enboard product and service
pnices to offset adverse changes, when possible

> We source guests from different markets based on the relative strength of local currencies to
alternative currencies

» We sell/buy foreign currencies throughout the year to average-out our foreign currency cxchange
exposures

®  Misallocation of capital among our skip, jount venture and other strategic investments could adversely affect
our financial results

We believe that having the nght number and type of cruise ships for our brands 1s cntical to our success in
exisung and developing regions In the event that we build too many ships or butld or refurbish ships that are not
accepted by our guests, our pricing, profitability and hquidity may be negatively impacted Furthermore, we have
made and may continue to make joint venture and other strategic investments that may not develop as we expect,
whch also could adversely affect our profitability and hiquedity

Examples of how we manage and/or mtigate this principal risk:
Governance

> BODs approval are required for certun transactions as follows

— Matenal changes to our capital structure,

— Guarantees 1n excess of a defined threshold,

— Purchase or sale of ships with a carrying value 1n excess of a defined threshold,

— Capual appropnations m excess of 2 defined threshold,

-— Dnsposal of fixed assets with a carrying value or for a consideration 1n excess of a defined
threshold

— Major investments 1n¢luding the 2cquisition or disposal of interests of more than 5% 1n the
voung shares of any publicly-traded company or the making of any take-over bid and

- Entry mto any contract (other than procurement contracts for goods and services) with an
agpregate value in excess of a defined threshold.
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> We require management to obtain approval from Carmval Corporation & plc's President and CEO
for all capital appropnation requests 1n excess of a defined threshold
> We have a three-year Strategic Plan that 1s reviewed and approved by the BODs

Operations

> We have a three-year Strategic Plan and a Capital Plan that 1s reviewed and approved by our
Leadership Team

> We use payback penods, return on mvestment and internal rate of return as key metrics in making
our capital allocation decisions

> We align semor management’s performance-based share awards with company-wide return on
vested capital

®  Future operating cash flow may not be sufficient to fund future obliganons and we may be unable to obtain
acceptable financing to enable us to continue to be a viable company

Our forecasted cash flows from future operanions may be adversely affecied by vartous factors, including, but not
Limuted to, mncidents, a weakening economy, adverse changes in laws and regulations, and other factors noted
under these Pnncipal Risk factors To the extent that we are required, or choose, to fund future cash

requirements, including current and future shupbuilding commutments and debt repaymenis, from sources other
than cash flow from operations, available cash and commutted external sources of hquidity, including comrmtted
ship and other financings, we will have to secure such financing from export credit agencies or banks or through
the offering of debt and equuty secunues in the public or pnivate markets There 1s no guarantee that such
financings will be avairlable tn the future to fund our future obligations, or that they will be available on terms
consistent with our expectations

Cur access to and the cost of financing will depend on, among other things, cond:utons 1n the global financing
markets, the avarlability of sufficient amounts of financing and our long-term semor unsecured credit ratngs If
our investment grade long-term sentor unsecured cred:t rahings were to be downgraded or assigned a negative
outlook, or general market conditions ascribe hugher nsk (o our rating levels, or our wndustry, or us, our access 10
and cost of debt financing may be negatively impacted Further, the terms of future debt agreements could
melude more restnctive covenants, which may restrict our business operations

Our ebility to maintain our credit faciliues may also be impacted by matenal changes in our ownership More
specifically, we may be required to prepay our debt facilities if a person or group of persons acting 1n concert
gain contro! of Camival Corporation & plc, other than the Anson family, mcluding Micky Anson, our Chairman
of the Boards of Directors

Examples of how we manage and/or nutigate this principal nsk:
Operating Cash Flows

> We have a three-year Strategic Plan that forecasts our significant cash needs and sources
> We momitor and farecast our liquidity and manage our dividend policy, share buybacks and other
metrics to mamtain strong investment grade credst ratings

Finanangs

> At November 30, 2015, we had hquidity of approximately $10 4 billion, which consisted of

— cash and cash equivalents

— avalability for borrowing under our revolving credit facihiies and

— avalability for future borrowing under our committed ship expon credit facilites when the

underlymg ships are delivered

We maintain a reasonable debt matunty profile that 1s spread out over a number of years

We typically enter into a contract lo purchase a new ship when there 1s an undetlying shup

financmg commtment from the shupyard’s country

> We have a strong balance sheet as evidenced by our investment grade credit ratings, which
provides us with the ability in most financial market environments to obtaun debt financing, as
needed We also have in excess of $2 5 billion 1n commutted revolving credit facilities through

Yv
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2020 with some of the strongest banks in the world, as well as almost $6 5 billion 1n commutted
export credit financings available for drawing at the ume of the underlying ship delivery, between
2016 and 2020

Cautignary Note Concerning Factors That May Affect Future Results

Some of the statements, estimates or projections contamed within this Strategic Repon are “forward-looking
statements” that involve nsks, uncertaintics and assumpuons with respect (o us, including some statements
concermng future results, outlooks, plans, goals and other ¢vents which have not yet occurred All stziements
other than statements of tustoncal facts are statements that could be deemed forward-looking These statements
are based on current expectations, estumates, forecasts and projections about ocur business and the industry 1n
which we operate and the behiefs and assumptions of our management We have tned, whenever possible, to
idenufy these statements by using words hke “will,” “may,” “could,” “should,” “would,” “believe,” “depends,”
“expect,” “goal,” “anucipate,” “farecas1,” “'project,” “future,” “mtend,” “plan,” “esumate,” “target.” “indicate”
and simular expresstons of future intent or the negative of such terms

Forward-tooking statements include those statements that may impact, among other tungs, the forecasting of our
adjusted earnings per share, net revenue yields, booking levels, pncing, occupancy, operating, financing and tax
costs, including fuel expenses, nel cruise costs per ALBD, esimates of ship depreciable lives and residual
values, Liquidity, goodwill and ship fair values and outlook

The principal nsks we are exposed to are rdentified withen this Strategic Report and additional non-principal nsks
are idenufied i our Form 10-K This Strategic Report contains important cautionary siatements and a discussion
of the known factors that we consider could matenially affect the accuracy of our forward-looking statements and
adversely affect our business, results of pperations and financial position It 1s not possible to predict or idenufy
all such nsks There may be additional nsks that we consider immatenal or which are unknown

Forward-looking statements should not be relied upon as a prediction of actug] results Subject to any continuing
obligations under applicable law or any relevant stock exchange rules, we expressly disclasm any obligation to
dissemunate, after the date of this Stretegic Report, any updates or revisions 10 any such forward-looking
statements to reflect any change in expectations or events, conditions or circumstances on which any such
statements are based

6. Gomng Concern Confirmation.

The assessment of future commitments and fundung sources within the Business Review mdicates that Carmival
Corporauon & plc 1s well posiioned to meet its commitments and obligations for at least 12 months from the
date of thts report In hight of these circumstances, the BODs have a reasonable expeciation that Carmival
Corporation & pic has adequate resources to continue 1n operational existence for the foresecable future
Accordingly, they conunue to adopt the going concern basis in prepanng the Carmival ple consolidated IFRS
financial statements

7. Viability Statement.

The BODs consider that, within the DLC arrangement, the most appropnate presentation of Carruval plc’s viabiliny
1s by reference to the consohidated viability of Carmuival Corporation & plc Accordingly, this Vizbility Statement
that 1s prepared 1n accordance with provision C 2 2 of the 2014 revised UK Corporate Governance Code presents
the combined group and the BODs have assessed the prospects of Camval Corporation & ple over a longer peniod
than the twelve months required by the going concern basis of preparation Whlst the BODs has no reason to
believe Carmval Corporation & plc will not be viable over a longer penod, the penod over which they considered
viability 15 a peniod of Uyee years The principal reasons why this period was selected are as follows

1} Carmval Corporatton & plc’s Surategic Plan that 1s presented to the BODs covers a three-year petiod,

u) Camval Corporation & plc plans us guest sourcing and ship deployment strategies over a two to three
year honzon,

uiy It tekes approximately three years to build a new cruise ship, which 1s Carmival Corporation & plc's
most sigruficant caputal investment and

1v) The BODs considers that the three-year Strategic Plan provides a satisfactory basis to judge Camaval
Corporation & plc’s viability

66




The three-year Strategic Pian review also makes certain assumpttons about ship additions, improvements and
disposals that are Likely to occur duning the Straregic Plan penod, and considers the financings that will also be
related 10 these capital investments In considenng the likely effectivencss of such actions, the conclusions of the
BOD:s regular monztenng and review of nsk management and internal control systems, as described on pages 54
1o 66, 15 taken into recount The Carmival Corporation & ple three-year Strategic Plan considers key Non-GAAP
metnes as follows

Net revenue yields,

Net cruise costs per ALBD,
Operating income,

Operating mcome per ALBD,
« Eamings per share,

*  Liqudity and

* Recturn on invested capatal

Certam of these metrics are subject to sensitivity analysis, which involves changing a number of the man
assumptions underlying the BODs' approved Strategic Plan both ind:vidually and 1n umison Where appropnate,
this analysis 1s camed out to evaluate the potential impact of Carmval Corporauon & plc’s pnncipal nsks
actually occumng

Based on the results of these analyses, and the BODs’ risk appetite and how these nisks are managed or mitigated,
the BODs have a reasonable expectation thet Carmval Corporation & ple will be able 10 conunue 1n operation
and meet iLs habilines as they fall due over the three-year penod of thetr assessment

8. Repurchase Authorizations and Stock Swap Programs.

A. Repurchase Authorizations

Our BODs have authonzed, subject 1o certain restrictions, the repurchase of up to an aggregate of $1 0 billion of
Carmval Corporation common stock and/or Carmival ple ordinary shares under the Repurchase Program The
Repurchase Program does not have an expuration date and may be discontinued by our BODs at any ume

Dunng the three months ended November 30, 2015, purchases of Camival Corporation common stock pursuant
to the Repurchase Program were as follows

Total Number of
Shares of Average Price Maximum Dollar
Carmival Paid per Share  Value of Shares That
Corporation of Carmival May Yet Be Purchased
Common Stock Corporation  Under the Repurchase

Penod Purchased (a) Common Stock Propram (b)
(In milhons)

September 1, 2015 through

September 30, 2015 20,010 $49 31 $970
October 1, 20135 through October 31, 2015 1,021,767 $52 16 $916
November 1, 2015 through

November 30, 2015 4,199,045 $51 81 $699
Total 5,240,822 $5187

(2) No shares of Carmival Corporation common stock were purchased outside of publicly announced plans or
programs
(b) Dunng the three months ended November 30, 2015, there were no repurchases of Carmival ple ordinary
shares under the Repurchase Program .
Duning 20185, we repurchased 5 3 mulhon shares of Carmaval Corporation common stock for $276 mullion under
the Repurchase Program In 2014, there were no repurchases of Camival Corporation coramon stock under the
Repurchase Program In 2015 and 2014, there were no repurchases of Carmival plc ordinary shares under the
Repurchase Program From December L, 2015 through January 27, 2016, we repurchased 9 6 million shares of
Carnival Corperanion common stock for $486 mullion under the Repurchase Program On January 28, 2016, the
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Boards of Directors approved a modification of the Repurchase Program authorization that increased the
remaimng $213 smillion of authonzed repurchases by $i 0 billion From January 28, 2016 through February 19,
2016, we repurchased 8 3 nullion shares of Carnival Corporauon common stock for $369 nulhion under the
Repurchase Program Accordingly, at February 19, 2016 the remaining availability under the Repurchase
Program was $843 mulhion

In addion to the Repurchase Program, the Boards of Directors authonzed, in October 2008, the repurchase of up
to 19 2 million Carmval plc ordinary shares and, 1n January 2013, the repurchase of up to 32 8 rullion shares of
Carruval Corporauon common stock under the Stock Swap programs descnbed below At February 19, 2016, the
remaung availability under the Stock Swap programs was 18 | mullion Carmuval plc ordinary shares and 26 0
mullion shares of Carmival Corporation common stock

Camuva!l plc ordinary share repurchases under both the Repurchase Program and the Stock Swap programs
require annual shareholder approval The existing shareholder approval 15 hmuted 10 a maximum of 21 5 mullion
ordinary shares and 15 valid unul the carlier of the cenclusion of the Carnival plc 2016 annual general meeung or
July 13, 2016 Depending on market condrttons and other factors, we may repurchase shares of Carruval
Corporation common stock and/or Carmuval plc ordinary shares under the Repurchase Program and the Stock
Swap programs concurrently

B. Stock Swap Programs

We use the Stock Swap programs 1n situations where we can obtain an economic benefit because either Carnival
Corporation common stock or Carmval plc ordinary shares are trading at a pnce that 1s at a premium or discount
10 the price of Carmival plc ordinary shares or Carmival Corporation common stock, as the case may be Any
realized economic benefit under the Stock Swap programs 15 used for general corporate purposes, which could
include repurchasing additional stock under the Repurchase Program

In the event Carmival Corporation common stock trades a1 a premuum to Carnival plc ordinary shares, we may
elect to 1ssue and sell shares of Carmival Corporation common stock through a sales agent, from time to hme at
prevailing market pnices 1n ordinary brokers” transactions, and use the sale proceeds to repurchase Carnival ple
ordimary shares i the UK market on at least an equivalent basis Based on an authonzatien provided by the
Board of Directors 1n October 2008, Camival Corporation was authonized 10 1ssue and sell up to 19 2 rmillion
shares of 1ts common stock in the U S market and had 18 1 million shares remainang at February 19, 2016 Any
sales of Camival Corporauon shares have been or will be registered under the Secunues Act

In the event Carmival Corporation common stock trades at a discount 0 Carmival ple ordinary shares, we may
elect 10 sell existng ordinary shares of Carmival plc, with such sales made by Carmaval Cerporation or Carmival
Investments Limited through 1is sales agent from ume to time at prevailing market prices in ordinary brokers’
transactions, and use the sale proceeds to repurchase shares of Carmival Corporation common stock nthe U S
market on at [east an equivalent basis Based on an authonzation provided by the Board of Directors in January
2013, Carmival Corporation or CIL was authonzed to sell up to 32 8 mullion Camival ple ordinary shares in the
UK market and had 26 0 mullion shares remaining at February 19, 2016 Any sales of Carmaval ple ordinary
shares have been or will be registered under the Secunties Act

Durning 2014, no Carnival Corparation common stock or Carmval ple ordinary shares were sold or repurchased
under the “Stock Swap” programs Dunng 2015, under the Stock Swap programs, CIL sold S 1 million Carmival
ple ordinary shares through 1ts sales agent, Goldman Sachs International (“Goldman"), for total gross proceeds of
$266 qmlhon and pard comnusston fees to Goldman of $1 9 million and $0 4 mutlion in other govemmental and
regulatory wransaction fees resulung into 1otal net proceeds of $264 muflion Duning the three months ended
November 30, 2015, we pard $0 7 million 1n commussion fees to Goldman and $0 | miltion in other
govemmental and regulatory transaction fees Substanually all of the net proceeds from these sales were used to
purchasc 5 1 million shares of Carnival Corporation common stock Dunng 2015, no Carmival Corporation
common stock was sold or Carmival ple ordinary shares were repurchased under the “Stock Swap™ program

From December 1, 2015 through February [9, 2016, CIL sold 09 nullion ordinary shares of Carmival plc through
its sales agent for net proceeds of $40 mullion Substanually all of the net proceeds of these sales were used to
purchase 0 9 million shares of Carnival Corporauon common stock See Note 17 — “Reserves and Other Equity
Actwity” of the Carmval ple financial statements
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Dunng the three months ended November 30, 2015, purchases of Carmval Corporation common stock pursuant
¢o the Stock Swap program were as follows

Maximum Number

of Carmval
Average Carporation
Total Number of Price Paid Common Stock That
Shares of per Share of May Yet Be
Carnival Carnival Purchased Under

Corporation  Corporation the Carnival
Common Stock  Common Corporation Stock

Penod Purchased (a) Stock Swap Program (b)
(in mullons)

September 1, 2015 through September 30, 2015 140,000 $49 28 286

October 1, 2015 through October 31, 2015 1,183,000 $50 24 275

November I, 2015 through November 30, 2015 550.000 $51 61 269

Total 1,873,000 $50 70

(a) No shares of Camival Corporation common stock were purchased outside of publicly announced plans or
programs

This Strategic Report, as set out on pages 1 to €9, has been approved by the Board

By order of the Board —

Micky Arison
Chaiman of the Board of Directors
February 19, 2016
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INTRODUCTORY NOTE TO THE CARNIVAL PLC IFRS FINANCIAL STATEMENTS
FOR THE YEAR ENDED NOVEMBER 30, 2015

The Carival plc consolidated IFRS Financial Staiements on pages 71 to 116, which are required to satisfy
reporting requirements of the Companues Act 2006, incorporate the results of Carmuval plc and its subsidianes
and, accordingly, do not include the IFRS consolidated results and financial positson of Camival Corporation
and its subsidianes

However, the Directors consider that, within the Carmuval Corporation and Carnival ple dual hsted company
arrangement, the most appropnate presentation of Carmival plc’s results and financial posiion is by reference
to the Carmval Corporation & ple U S GAAP consolidated financial statements (*PLC Financial
Suatements™), which are included 1n Annex I, but do not form part of these Carmival plc financial statements
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CARNIVAL PLC
GROUP STATEMENTS OF INCOME
(mn mullions, except per share data)

Years Ended November 30,
2015 2014
Revenues
Cruise
Passenger uckets $ 5300 5 5.664
Onboard and other 1,262 1,329
Tour and other 226 218
6,788 ___7£Q_§
Operating Costs and Expenses
Cruise
Commussions, transportation and other 1.075 1.187
Onboard and other 200 201
Payroll and retared 695 716
Fuel 536 836
Food 369 391
Other thip opernling 1,453 1,389
Tour and other 156 160
4,524 4,880
Selling and admenistrative 782 813
Depreciation end amorusauon 640 663
Imparrment (reversals) losses, net (22) 16
5,924 6,374
Operating Income 864 LED)
Nonoperating (Expense) Income
Interest income 1 2
interest expense, net of enpiahsed interest [£3)) gt
Other expense, net ()] L&)
{63) an
Income Before Income Taxes 801 763
Income Tax Expense, Net (o _ o
Net Income s ™ 3 743
Earnings Per Share
Basic $§ 3157 $ 345
Diluted § 356 $ 344

The accompanying notes on pages 77 to 116 are an integral part of these financial statements These financial
statements only present the Carnival plc consohidated IFRS Financia) Statements and, accordingly, do not include
the consolidated IFRS results of Carnival Corporation In accordance with Secuon 408 of the Compantes Act
2006, the Company has not presented 11s own Statements of income or Statements of Comprehensive Income

Within the DLC arrangement the most appropreate presentation of Carmival plc’s results and financsal posiuon
1s considered to be by reference to the DLC Financial Statements (see Note 1) For information, set out below s
the US GAAP and adjusted consolidaled eamings per share included within the DLC Financial Statements of
the DLC Annual Report and the Business Review section of the Strategre Report, respectvely, for the years
ended November 30

2018 2014 (0)

DLC US GAAP basic camings per share $ 226 & 157
DLC US GAAP diluted carmings per share $ 226 § 156
DLC adjusied diluted carmangs per share $ 270 § 192

(a) The 2014 earnings per share amounts have been revised for the accounting for one of Camzval Corporauon
brands' manne and technical spare pants i order to consistently expense and classify them fleetwide (see
Note | of the DLC Financial Statements provided to shareholders as other information, which are included
m Annex |, but do not form part of these Carmval ple financial statements)

n
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CARNIVAL PLC
GROUP STATEMENTS OF COMPREHENSIVE (LOSS) INCOME

(1n nullions)
Years Ended November 30,
2015 2014
Net Income $ 7 $ 743
Other Comprehensive (Loss) Income
Items that will not be reclassified through the Statements of Income
Actuanal (tosses) gans en post-ecmployment benefit obhigations (15) 6
Items that may be reclassified through the Statements of Income
Changes in foreign currency translation adjustment (1,054) (712)
Net gams on hedges of net investments in foreign operations 43 23
Net losses an cash flow denvative hedges 32) 37
(1,043) (724)
Other Comprehensive Loss (1,058) (718)
Total Comprehensive (Loss) Income $ (287 $ 25

The accompanying notes on pages 77 10 116 are an wntegral part of these financial statements These financial
staiements only present the Cammval plc consolidated [FRS Financial Siatements and, accordingly, do not include
the consolidated IFRS results of Carmval Corporation

Within the DLC arrangement the most appropnate presentation of Carmival plc’s results and financial posihon
15 considered to be by reference to the DLC Fmancial Statemeats (see Note 1)
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CARNIVAL PLC

BALANCE SHEETS
(in millions)
Group Company
November 30,
2015 2014 2015 2014
ASSETS
Current Assets
Cash and cash equivalents $ B2 § 217 % 731 5 107
Trade and other receivables, net 148 145 72 72
[nsurance recoverables 105 166 - -
Inventones, net 126 127 45 38
Prepaid expenses and other 113 129 49 50
Tota] current assets 1,313 784 897 267
Property and Equipment, Net 12,745 13,659 4,610 4,064
Amount Owed from Substdiaries - - 220 77
Goodwnl} 588 669 165 172
Other Intangible Assets 50 - - -
Other Assets 144 216 36 3
Investments 1n Subsidiaries - 5N7 6.129

$14.840 515328 $11.645 $10740

LIABILITIES AND SHAREHOLDERS' EQUITY

Current Luabihties
Shon-term borrowings $ 30 3% 14 % - % -
Current portion of long-term debt 354 518 3 470
Amount owed to the Camival Corporation group 2,039 1513 2,057 1.328
Accounts payable 262 kr. 92 100
Claims reserve 151 178 34 9
Accrued habilities and other 395 402 183 182
Customer deposits 1,217 1,208 820 745
Tatal curreat latahies 4448 4,161 3.499 2.834
Long-Term Debt 1,926 2.130 1,598 1,687
Other Long-Term Liabilibes 212 283 6l 78
Shareholders® Equuty
Share caputal 358 358 358 358
Share premium 143 137 143 137
Retained earmnings 8,362 7,835 6275 5,734
Other reserves {619) 424 (289) (88)
Total sharcholders equity 8.244 8.754 6,487 6,141

$14840 $15328 $11,645 $10,740

The accompanying notes on pages 77 10 116 are an integral part of these financial statements These financial
statements only present the Carmval plc consolidated JFRS Financial Statements and, accordingly, do not include
the consolidated IFRS results of Carmival Corporation

The Cartuval plc Group financizl statements contained on pages 71 to 116 were approved by the Board of
Directors on February 19, 2016 and signed on their behalf by

MM

Micky Anson Arnold W, Donald
Chairman of the Board of Directors / President and Chief Executive Officer and Director

Within the DLC arrangement the most appropnate presentation of Carmival ple’s results and financial positton
1s considered to be by reference 1o the DLC Financial Statements (see Note 1)
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CARNIVAL PLC
STATEMENTS OF CASH FLOWS
(in millions)

Group Company
Years Ended November 30,
2015 2014 2015 2014

OPERATING ACTIVITIES
Income before income taxes $ 801 § 763 §$ 788 § 153
Adjustments to reconcile income before income taxes to net cash provided by

operating ectivitics

Depreciztion and amortisation 640 665 246 220
Ship impairment (reversals) losses, net (22) 53 - -
Gain on ship sale - 37 - -
Share-based compensation 9 10 4 5
Interest expense, net 56 68 37 32
Other, net 20 12 15 15

1,304 1,534 1,080 425
Changes m operating assets and habilittes

Recervables (2 15 (4) (8)
Inventones (14) 6 {10) 3
Insurance recoverables, prepud expenses and other 127 413 (2) 21
Accounts payable (31 (3) [&)] 16
Claums reserve and accrued and other liabihties (84) {359) (10) 42
Customer deposits 106 4] 106 63
Cash provided by operations before 1interest and taxes 1,596 1,647 1,165 520
Interest recerved 1 2 10 20
Interest pad (62) N (47} (56)
Income taxes paid, net (31) &) () (1)
Net cash provided by operating activities 1,504 1,563 1,127 483
INVESTING ACTIVITIES
Addirons 1o property and equipment (1,326) (1,075) (1,001) (780)
Proceeds from sale of ship - 42 - 647
Capital contnbution to a subsidiary - - - (1243
Other, net 8 21 7 11
Net cash used 1n invesung activities (1,318) (1,012) (994) (1,365)
FINANCING ACTIVITIES
Changes n Joans with the Carnival Corporation group and Group companies 707 (728) 768 645
Proceeds from (repayments of) shert-term borrowings, net 20 (35 - 10
Pnineipa) repayments of long-term debt (484) 357 (443) (308)
Proceeds from 1ssuance of long-term debt 456 773 456 73
Davidends paid 227) (216) (227} (216)
Onher, net (2) @ (1) 3
Net cash provided by (used in) financing actvities 470 (567) 553 901
Effect of exchange rate changes on cash and cash equivalents (52} (30) (62) (56)
Net increase (decrease) in cash and cash equivalents 604 (46) 624 37
Cash and cash equivalents at beginning of year 217 263 i07 144
Cash and cash equivalents at end of year S B21 8 217 S 731 8 107

The accompanying notes on pages 77 to 116 are an integral part of these financial statements These financial
statements only present the Carmival plc consolidated IFRS Financial Statements and, accordingly, do not include
the consglidated [FRS results of Carmval Corporation

Within the DLC arrangement the most appropnate presentation of Carmival ple’s results and financial position
1s considered io be by reference to the DLC Financial Sualements (see Note 1)
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Balances at November 30, 2013
Comprehensive income
Net income
Changes in foreign currency
translation adjustment
Net gains on hedges of net
investments 1n foreign
operations
Net losses on cash flow
denvatve hedges
Actuanal gains on post-
employment benefit
obligauons

Total comprehensive income
(loss)

Cash dividends declared

Other, net

Balances at November 30, 2014
Comprehensive income
Net income
Changes n foreign currency
translatzon adjustment
Net gans on hedges of net
investments in foreign
operations
Net losses on cash flow
denvanve hedges
Actuanal losses on post-
cmployment benefit
obligations

Total comprehensive income

(toss)
Cash dividends declared
Other, net

Balances at November 30, 2015

CARNIVAL PLC
GROUP STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY
(in rullions)

Other reserves

Share Share Retained Trapslaton Cashflow Merger ma;hogdm'
capital premuum earnings  reserve hedges  reserve  Total equity
$358 S136 $7,291 $ (359) $ 4 $1503 $1148 $8933
- - 743 - - - - 743

. - - (712) - - (12) )

- - - 25 - - 25 25

- - - - a7 - Qn Qan

- - 6 - - - - 6

- - 749 (687) 37 - (T249) 25

. - (216) - - - - (216)
- v _un __- _=: - : 12
358 137 7,835 {l.046) {(33) 1,503 424 8,754
. . m - - - - 771

- - - (1,059) - - (1,054) (1,054)

- - - 43 - - 43 43

- - - - [F)) . (32) (32}

- - 0% - - - - as)

- - 756 (1,01D) 32 - (L043) 287

- - (239) - - - - (239)
- _6& _10 - - - - 16
3358 $143 88362 852,057y $(65) $1.503 5 (619) $8.244

—e’

The accompanying notes on pages 77 to 116 are an integral part of these financial statements These financial
statements only present the Carmival ple consol:dated IFRS Financial Statements and, accordingly, do not include
the consolidated IFRS results of Carmival Corporation

Withun the DLC arrangement the most appropnate presentation of Carnival ple’s results and financial position
1s considered to be by reference to the DLC Financial Statements (see Note 1)
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CARNIVAL PLC
COMPANY STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY
(in mullions)

Other reserves
Total
Share Share Retained Translstion Cash flow Merger shareholders’
Capital prenuum Earnlogs  reserve brdges  reserve Total equity
Balances at Navember 30, 2013 $358 $128 $5779 § 75 $ 4 336 $115 36380
Comprehensive income
Net income - - 155 - - - - 155
Changes in foreign currency translation
adjustment . - - - 91 - - (191 (191)
Net gatns on hedges of net invesiments
m foreign operatons - - - 25 - - 25 25
Net losses on cash flow denvauve
hedges - - - - 3D - (3N 37
Actuanal gains on post-¢tnployment
benefit obligations - - & _ - - - 6
Total comprehensive income (loss) - - 161 (166) 37N - (203) (42)
Cash dividends declared - - (216) - - - - 216}
Other, net - _93 v _ - - - 19
Balances at November 30, 2014 358 137 5,734 (91 (33) 36 (88) 6,141
Comprehensive income
Net income - - 786 - - - - 786
Changes m foreign currency translation
adjustment - - - (212) - - (212 21D
Net gains on hedges of net investments
in foreign operations - - - 43 - - 43 43
Net losses on cash Now denvanive
hedges - - - - (32} - {32) 32)
Acwanal losses on post-employment
benefit obligations - a» - - -z a3
Total comprehensive mncome (loss) - - 7 {169) (32) - (201) 570
Cash dividends declared - - (239) - . - - (239)
Other, net . _ - _ 6 9 - - - - 15
Balances at November 30, 2015 $358 $143 36275 $(260) H65) 536 $(289) 36487

The accompanying notes on pages 77 to 116 are an wtegral pant of these {inancial siatements These financyal
statemnents only present the Carmival plc consolidated IFRS Fimancial Statements and, accordingly, do not include
the consolidated IFRS results of Carmival Corporation

Within the DLC arrangement the most appropnate presentaton of Carnuval plc’s results and finaneial position
1s considered 1o be by reference to the DLC Financial Statements (see Note 1)
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CARNIVAL PLC
NOTES TO GROUP AND COMPANY IFRS FINANCIAL STATEMENTS

NOTE 1 - Summary of Sigmificant Accounting Policies

Carnival plc was incorporated in England and Wales in 2000 and its headquarters 1s located at Carmuval House,
100 Harbour Parade, Southampton, SO15 15T, UK (registranon number 4039524) The following accounting
policies have been apphied consistently in dealing with items which are considered matenal 1n relation to
Camyva} ple (the “Company™), its subsidianes and associates (referred to collectvely in these IFRS financial
statements as the “Group,” “our,” “us,” and *'we™

As of February 19, 2016, our crwise brands' summary information s as follows

Percentage of Number of

Cnuse Brands Pm(a) Total Cap?tlty Crulse SInps
Costa 35924 34% 15
AIDA 18,656 18 10
P&O Cruises (UK) 18,383 18 8
Princess (b) 14.056 13 6
P&Q Cruises (Austrahia) 1,324 7 5
Cunard 6,694 6 3
Camival Cruise Line (b) 4,248 _4 2
105,285 100% 49

(a) In accordance with crwise industry practice, passenger capacity ts calculated based on the assumption of two
passengers per cabin even though some cabins can accommodate three or more passengers

(b) Pnncess and Carmival Cruise Line, two of Carmval Corporation’s North Amenca crwise brands, ume charter
four and one of their ships, respectively, to us to operate year-round 1n Australia and/or Asta In addition,
Princess time-charters two and Carmival Cnuise Line time-charters one shup to us to operale seasonally from
Australia and/or Asia

Basis of Preparation

The Carnival ple Group and Company financial statements are presented 1n U S dollars unless otherwise noted,
as this 1s the Group's and Company’s presentauion currency They are prepared on the historical cost basis,
except for certain financial assets and hiabilities (including denvative instruments) that are stated at farr value

The financial statements have been prepared in accordance with Internauonal Financial Reporung Standards as
adopted by the European Union (“IFRS") and with those parts of the Companies Act 2006 applicable to
companies reporting under IFRS and Intemational Financial Reporting Interpretations Committee interpretations
The financial statements have been prepared on a going concern basis The Directors of the Group have a
reasonable expectation that, on the basis of current financial projecuons and available borrowing facihites and
based on reassessments of pnnciple nsks, we are well-positioned to meet our commutmenis and obhgauons for
the next 12 months from the date of this report and will remain 1n operationgl existence

The preparation of Group and Company financial statements in conforruty with iIFRS requires management 1o
make estimates and assumptions that affect the application of policies and reparied and disclosed amounts in the
financial statements The esumates and underlying assumpuions are based on histoncal expenence ard vanous
other factors that we behieve to be reasonable under the circumstances, and form the basis of making judgments
about carrying values of assets and liabilities that are not readily apparent from other sources Actual results may
differ from these estimates used 1in preparing the financial staternents

The esumates and underlying assumptions are reviewed on an ongoing basis Revisions to accounting esbmates
are recognused i the penod in which the esumate 15 revised 1f the revision affects only that penod orin the
pertod of the revision and future periods if the revision affects both current and future penods

A review of the cnucal accounuing estimates made by management 15 included within the Business Review
section of the Strategic Report on pages 37 10 39
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Basis of Consohdation

The Carmival ple Group IFRS Financial Statemets include the results of the Company and all its controlled
subsidianes, which subsidianes are all enuties (including structured entiues) over which the Group has control
The Group controls an entity when the Group 15 exposed lo, or has nghts to, vanable retums from 11s
involvement with the entity and has the ability to affect those returns through its power to direct the activities of
the entity All sigmificant intra-Group balances and transactions are eliminated 1n consolidation

Camival Corporaton and Carmival plc operate a dual listed company (“DLC’), known as Carruval Corporation &
plc, whereby the businesses of Carmval Corporation and Camival ple are combined through a number of
contracts and through provisions 1n Carnival Corporation’s Articles of Incorporation and By-Laws and Carmival
plc’s Articles of Association The two compames operate as 1f they are 2 single economic enterpnse, but each has
retained its separate legal idenuty Each company’s shares are publicly traded, on the New York Stock Exchange
("NYSE") for Caruval Corporation and the London Stock Exchange for Carmuval plc In edditton, Carnival plc
Amencan Depesitory Shares are traded on the NYSE The contracts govermning the DLC arrangement provide
that Carmuval Corporation and Camival plc each continue to have separate Boards of Directors, but the Boards of
Dhrectors and semior executive management of both compantes are identical Further details relating to the DLC
armangement are included 1n Note 3 of the DLC Financial Statements, which are included in Annex 1, but do not
form part of these Carnival plc financial statements

In order to provide the Carmival Corporatron and Carmaval ple shareholders wath the most meaningful description
of therr economic interest 1n the DLC arrangement, consohdated financial statements of Carmval Corporation &
plc are included 1n the DL.C Annual Report The DLC Financial Statements have been prepared under purchase
accounung panciples whereby the DLC transacuion was accounted for as an acquisition of Camival ple by
Carmuval Corporation

The Group and Company IFRS Financial Statements are required to satisfy reporting requirements of the
Companues Act 2006 and do not include the IFRS consolidated results and financial position of Carmival
Corporation and its subsidianes Accordingly, the Directors consider that, within the DLC arrangement, the most
appropriate presentation of Carmival ple’s results and financial posiion 1s by reference to the U § generally
accepted accounting pnnciples (“US GAAP”) DLC Financial Statements, on the basis that all significant
financial and operating decisions affecung the DLC companies are made on the basis of U S GAAP informaton
and consequences Accordingly, the DLC Financial Statements are provided to sharcholders as other information,
which are included i Anrex 1, but do not form part of these Camival ple financial statements Finally, the
Camival ple Directors’ Report, Part 11 of the Camival plc Directors’ Remuneration Report and the Caruval ple
Corporate Govemnance Report, included as Annexes A, B and C, respectively, to the Notice of Annual Meetings
and Proxy Statement, dated February 19, 2016 (“Proxy Statement™), Part I of the Carmuval plc Directors”
Remuneraton Report, contained within the Proxy Statement and the Strategic Report are all included as part of
the 2015 Carmival ple Annual Report Additional information relaied to environmental, social and governance
1ssucs can be found n our Strategic Report, Carmival plc Directors’ Report and Cammival plc Corporate
Govemnance Report

The above mentioned Proxy Statement informauon can be found at the Carmival Corporation & plc website at
www camivalcorp com or www carmvalplc com

Cash and Cash Eqwvalents

Cash and cash equivalents include investments with maturities of three months or less at acqusition, which are
stated at cost

Inventorres
Inventones consist substantially of feod and beverages, hotel and restaurant products and supplies, fuel and gift

shop merchandise held for resale, which are all carried at the lower of cost or net realisable value Cost 1s
determined using the weighted-average or first-in, first-out methods
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Property and Equipment

Property and equipment, including ships, are stated at cost less accumulated depreciation Deprecianon and
arnoriisauon were compuied using the straght-hine method over our estumates of useful hives and residual values,
as a percentage of onginal cost, as follows

Years Residual Values

Ships 30 15%
Ship improvements Shorter of remaining shup Ule or

useful hfe {3-28) 0%
Buildings and improvements 10-35 0% or 10%
Compater hardware and sofiware 3-10 0% or 10%
Transportation equipment and other 3-20 0% or 10%
Leasehold improvements, including port facilities Shorter of lease 1erm or

related asset hife (3-30) -

The crutse industry 1s very caputal intensive, and during 2016, we will operate 49 crutse shups Therefore, we
have a capital program that we develop for the improvement of our ships and for assct replacements 1n order o
enhance the effectiveness and efficiency of our operations, comply with, or exceed oll relevant legal and
statutory requirements related to health, environment, safety, secunty and sustainability, and gon strategic
benefits or provide newer improved product innovauons 1o our guests

Ship improvement costs that we believe add value to our ships, such as those discussed above, are capitalised to
the ships and depreciated aver the shorter of their or the ships” esumated remaining useful life, while costs of
repatrs and maintenance, including muinor improvement costs and dry-dock expenses, are charged to expense as
incurred and included 1n other ship operating expenses Dry-dock costs pnmarily represent planned majyor
maintenance activities that are incurred when a ship 1s taken out-of-service for scheduled mantenance We
capitalise interest as part of the cost of acquinng ships and other capital projects dunng their construction penod
The specifically identified or estinated cost and accumulated depreciauon of previously capuahsed ship
components are wnitten-0ff upon returement, which may resuli 1n a loss on disposal that 15 also included mn other
ship operaung expenses Liquidated damages received from shipyards as a result of their late ship delivery are
recorded as reducttons to the cost basis of the ship

We review our long-lived assets, pnincipally our ships, for impairment whenever events or changes 1n
cireumstances indicate that the carrying amounts of these assets may not be fully recoverable Upon the
occurrence of a tnggenng event, the assessment of possible impairment 1s based on cur ability 10 recover the
carrying value of our asset based on our estimate of its recoverable amount, which 1s the tugher of the fair value
less cost to sell and 1ts vatue in use This 15 determined by using the asset’s esumated discounted future cash
flows If these esumated discounted future cash flows are less than the carrying value of the asset, an imparment
charge 18 recogmsed for the excess As it relates to our ships, the Jowest level for which we mainiain 1dentsfiable
cash flows that are independent of the cash flows of other assets and habilittes 1s at the individual shup level 1If
subsequent to the impairment there has been a change in the esumates used to deterrmine our ships recoverable
amount, then the carrying amount of the ship may be increased by the reversal of the impairment The reversal 1s
linuted to the carrying amount that would have been determimed had no impatrment loss been recogmised for the
ship m pnor years A significant amount of judgment 1s required in estimating the future cash flows and far
values of cur cruise ships

Goodwill

Goodwill represents the excess of the purchase price over the farr value of idenufiable net assets acquired in a
busimess acquisiuon We review our goodwill for imparrmen at least annually end, when events or circumstances
diclate, more frequently All of our goodwall has been allocated ta our business units, also referred (0 as “crutse
brands”, on the basis of expected benefit resulting from the acquisttion and ts stated at cost less accumulated
goodwill imparment charges The recoverability of goodwill 1s determuned by comparning the carrying amount of
the nct assets allocated to each cash-generating unit ("CGU™") with 1ts recoverable amount The estimated
recoverable amount 1s the higher of the cruise brand fair value less cost to sell and its value in use, and if the
recoverable amount 15 greater than the cruise brand net asset carrying value, then the goodwill amount 1s deemed
recoverable A sigmficant amount of yjudgment 15 required 1n esumaung the recoverable amounts of cur cruse
brands’ goodwall
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Revenue and Expense Recogmtion

Revenue compnses sales to third-parues and excludes VAT and other simular sales taxes Guest cnnse deposits
represent uneamed revenues and are jmbially included in customer depesit habilities when received (see Business
Review section on page 49 within the Strategic Report for addiuonal discussion of customer deposits) Customer
deposits are subsequently recogrused as cruise revenues, together with revenues from onboard and other
acuvities, and zll associated direct costs and expenses of a voyage are recognised as cruise costs and expenses,
upon compleucn of voyages with durations of ten nights or less and on a pro rata basis for voyages 1n excess of
ten mghts The impact of recognising these shorter duration cruise reventes and costs and expenses on a
completed voyage basis versus on a pro rata basis 15 not significant Future wravel discount vouchers issued to
guests and ship charterers are included as a reduction of cruise passenger ticket revenues when such vouchers are
utilised or upon i1ssuance to certain ship charterers Guest cancellation fees are recognised in cruise passenger
ticket revenues at the ume of the cancellation

Our sale 10 guests of air and other transporiation to and from airports near the home ports of our ships are
included in cnuse passenger ucket revenues and the related cost of purchasing these services are included 1n
cruise transportation costs  The proceeds Lthat we collect from the sales of third-panty shore excursions and on
behalf of our onboard concessionaires, net of the amounts renutted (o thern, are included 1n onboard and other
cruise revenues as concession revenues All of these amounts are recogmised on a completed voyage or pro rata
basis as discussed above

Cruise passenger ticket revenues include fees, taxes and charges collected by us from our guests A portion of
these fees, taxes and charges vary wath guest head counts and are directly imposed on a revenue-producing
arrangement This portion of the fees, taxes and charges 1s expensed 10 commuissions, transportation and other
<osts when the corresponding revenues are recogmsed The remaining portion of fees, taxes and charges are also
included 1n crwise passenger tcket revenues but are expensed m other ship operatng expenses when the
corresponding revenues are recognised

Revenues and expenses from our hotel and transportation operations, which are mcluded 1n our Tour and Other
segment, are recogmised ai the ume the services are performed or expenses are incurred Revenucs from the long-
term leasing of ships, which are also included 1n our Tour and Other segment, are recogmised ratably over the
term of the charter agreement using the straight-line method (see Note 2)

Insurance

We mamntacn insurance, including under Carmival Corporation & ple’s group nisk shanng programs, to cover a
number of nsks including ikiness and 1njury to crew, guest mnjunes, pollution, other third-party claims in
connection with our cruise activities, damages to hull and machinery for each of our ships, war nisks, workers
compensation, employee health, directors’ and officers’ Liabihity, property damages and general liabiliues for
third-party claums We recogmse insurance recoverables from third-party tnsurers for incurred expenses at the
tume the recovery 1s vartually certain and upon realisatuon for amounts 1n excess of incurred expenses All of our
insurance policies are subject to coverage himats, exclusions and deductible levels The hiabihines associated with
crew illnesses and crew and guest injury claims, including all legal costs, are esumated based on the specific
ments of the individual claims or actuanally esumated based on historical clarms expenence, loss development
factors and other assumptions

Selling and Admunustrative Expenses

Sellg expenses include a broad range of adverusing, such as marketing and promotiona) expenses Advertising
15 charged 1o expense as incurred Admunistrative expenses represent the costs of our shorestde ship suppost,
reservations and other admimsirative funcuons, and includes salanes and relaied benefits, professional fees and
butlding occupancy costs, which are typically expensed as incurred

Foreign Currency Translations and Transactions

Each business determunes its functional currency by reference to 1ts pnimary econonuc environment We translate
the assets and habihties of our foreign aperations thai have funcuonal currenctes other than the US dollar at
exchange rates in effect at the balance sheet date Revenues and expenses of these foresgn operations are
translated at wetghted-average exchange rates for the penod Their equity 1s translated at hustoncal rates and the
resulung foreign currency translateen adjusiments are included 1n the translation reserve, which 1s a separate
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componeni of other reserves within sharcholders® equity Therefore, the US dollar valee of these non-equity
translated 1tems 1n our Group and Company financial statements will fluctuate from penod to penod, depending
on the changing value of the U § dollar versus these currencies

We execute transactions in a number of different currencies, pnincipally the euro, sterling and Australian,
Canadian and U S dollars Exchange rate gains and losses ansing from changes in foreign currency exchange
rates between the ume an expense is recorded and when 1t 1s settled as well as the remeasurement of monetary
assets and liabilitres, all denominated 1n a currency other than the funcuonal currency of the enuty involved, are
recognised currently in nonoperating earmngs, unless such monetary habiliues have been designated to act as
hedges of net mvestments in our foreign operations These net gans or losses resulitng from these “nonoperating
foreign currency transactions” were insigmificant in 2015 and 2014 In addinon, the unrealised gamns or losses on
our long-ierm intercompany recesvables and payables denominated 1n a non-functional currency, which are not
expected to be repaid in the foreseeable future and are therefore considered 1o form pan of our net investments,
are recorded as foreign cumrency translation adjustments, which are included in the transiation reserve

Share-Based Compensation

We recognise compensauion expense for all share-based compensauon awards using the faur value method For
ume-based share awards, we recognise compensauon cost ratably using the straight-lime attnbutton method over
the expected vesting peniod or to the retirement eligibility date, if less than the vesting peniod, when vesung 1s not
conurgent upon any future performance For performance-based share awards, we genemlly recognise
compensation cost ratably using the straight-line atnbution method over the expecied vesung penod based on
the probability of the performance condition being achueved If all or a poruon of the performance condition 1s
not expected to be met, the appropnate amount of previously recognised compensation expense wall be reversed
and future compensation expense will be adjusted accordingly For market-based share awards, we recognise
compensation cost ratably using the straight-line attnbution method over the expected vesung penod If the target
market condisons are not expected 10 be met, compensation expense will stll be recognised In eddition, we
estmate the amount of expected forfeitures based on histoncal forfeiture expenence when calculaung
compensation cost We revise our forfesture estimates if the actual forfertures that oceur are significantly
different from the estimate

Earnings Per Share

Basic eamings per share 1s computed by dividing net income by the weighted-average number of ordinary shares
outstanding during each penod Diluted eamsngs per share 1s computed by dividing net mcome by the weighted-
average number of ordinary shares and common stock equivalents outstanding dunng each pened

Pensions

The Group operates both defined benefit and defined contnbution plans The net deficit or surplus for each
defined benefit pension plan 1s calculated 1n accordance with IAS 19(R), based on the present value of the
defined benefit obligation at the balance sheet date less the fair value of the plan assets The calculabon s
performed by a qualified actuary using the projected unit credit method The discount rate 1s the yield at the
balance sheet date on AA credit rated bonds or local equivalents thal have matunty dates approximating the
terms of the pension plans’ obligations

Actuanal gains and losses thal anse in calculating the defined benefit pension plans’ obligations are recogmsed
in the peniod 1n which they anse directly in the Group and Company’s comprehensive income

The operating and {inancing costs of defined benefit pension plans are recogrised 1n the Group and Company s
Income, curren! service costs are spread systematically over the expected average remaiming service hives of
employees and financing costs are recogmused in the peniods within which they anse To the extent that the
benefits vest immediately, the expense 1s recognised immediately in the Group and Company's income

Defined contnbution plan expenses are recognised in the penied to which they relate We contribute to these
plans based on employee contnbutons, salary levels and length of service

Denvatives and Other Financial Instruments

We uulise denvative and nondenvauve financial instruments, such as foreign currency forwands, options and
swaps, foreign currency debt obligations and foreign currency cash balances, to manage our exposure to




fluctuations m cenain foreign currency exchange rates, and interest rate swaps to manage our inlerest rate
exposure 1n order to schieve a desired proportion of fixed and floating rate debt Qur policy 1s not 1o use any
finaneial mstruments for trading or other speculative purposes

All denvatives are recarded at fair value The changes in fair value are recogmsed currently 1n camungs of the
denvauves do not quahfy as effective hedges Subgect to specific cntena, derivatives, financial assets and
financial habilines may be designated as forming hedge relationshups, as a result of which changes i their faur
value are offset in the Group and Company's income or recognesed directly in the Group and Company’s
comprehensive tncome, depending on the nature of the hedge relationshup Hedging depvatives fall into three
classifications fair value hedges, cash flow hedges and hedges of a net investment Changes in the fair value of
fair value hedge denvatives are offset aganst the changes n the fair value of the underlyintg hedged items 1n the
Group and Company's income The effecuve portion of the changes in fair value of cash flow hedge denvauves
are recogmsed 1n the Group and Company's comprehensive income unul the underlying hedged tiem 1s
recognised 1n carnings or the forecasted transaction 1s no longer probable Changes in the fair value of hedges of
a net investment are recogrused in the Group and Company’s comprehensive income 1o offset a portion of the
change 1n the iranslated value of the net investment being hedged In the event that a previously hedged
tnvestment 15 sold or hquidated, the accumulated amount previously recognised from hedging 15 required 1o be
removed from the hedging reserve within shareholders® equity and reflecied n nét income We formally
document hedging relattonships for all denvative and nondenvauve hedges and the undertying hedged items, as
well as our nsk management objectives and strategies for undentaking the hedge transactions

We classify the fair values of all denivative contracts as esther current or long-term, depending on whether the
matunty date of the denivative contract 1s wathin or beyond one year from the balance shest date The cash flows
from derivatives treated as hedges are classified o the Stalements of Cash Flows in the same category as the 1em
being hedged

Interest-beanng debt and bank overdrafts are recorded at their mitial farr value, which normally reflects the
proceeds recerved by us, net of debt 1ssuance costs, and subsequently stated at amorused cost, including accrued
mterest Any difference between the proceeds after debt 1ssuance costs and the premium and redemption values
are amorused 10 interest expense over the term of the debt, typically on a straight-line basis which approximates
the effectuve 1nterest method

Income Taxes

Deferred income taxes are provided using the balance sheet liability method Deferred income 1ax assets are
recognised to the extent that 1t 15 probable that future taxable income will be available agamst which the
temporary differences can be unlised Deferred tncome taxes are measured at the average tax rates that are
expected to apply in the pertods in which the ming differences are expected to reverse based on tax rates and
laws that have been enacted or substantially enacted by the balance sheet date Current income taxes are the toxes
payable on the taxable income for the year, applymg current rates and any adjustments in respect of previous
years

Dmwvidends

Dividend distnbutions are recogmsed tn the penod 1n whech the dividends are declared, since under the DLC
arrangement the declaration of a dividend by the Boards of Directors of Carmival Corporation and Carmival plc
establishes a hability for Carmuval plc

Changes in Accounting Policy and Disclosures
Dunng 2015, we adopled the amendments to IFRS 10, 11 and 12 that did not have a matenal effect on us
New and Amended Standards That Wil Be Adopted By Us In The Future

* 1FRS 8, "Operating Segments” amendment effecuve for accountmg penods beginning on or after
February 1, 2015,

» IFRS 15, “Revenue from contracts with customers” effective for accounting periods beginning on
or before January 1, 2018 and

= LFRS 16, “Leases™ effecuve for annual penods beginmng on or after January 1, 2019
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Management 1s sull 1n the process of determiming if these standards will have a matersal impact on us
NOTE 2 - Segment Information

IFRS 8 “Operaung Segments” requires that an entiy's operaung segments are reported on the same basis as the
mternally reported nformation that 1s provided to the chuef operating decision maker (*CODM”), who forus 1s
the President and Chief Executive Officer of Carmival Corporation and Carruval ple

As previously discussed, wihm the DLC arrangement the most appropniate presentation of Carmival ple’s results
and financial position 1s by reference to the DLC Financial Statements, which are included in Annex 1, but do not
form part of these Carmival ple financial statements Accordingly, decisions to allocate resources and assess
performance for Carmival plc are made by the CODM upon review of the US GAAP segment results acrass all
of Carmival Corporation & plc's cruise brands and other segments Carmuval Corporation & plc has three
reportable cruise segments that are compnised of 1ts (1) North America cruise brands, (2) Europe, Australia &
Asia ("EAA") cruise brands and (3) Cnnse Support In addiuon, Carmval Corporauon & ple has a Tour and
Other segment

The Carmival Corporation & ple North Amenca cruise segment includes Carmival Cruise Line, Holland Amenca
Linte, Pnncess and Seabourn The Camival Corporation & plc EAA erumse segment includes AIDA, Costa,
Cunard, P&O Cruises (Australia), P&O Cruises (UK) and prior to November 2014, [bero  These individual
crutse brand operaung scgments have been aggrepated o two reportable segments based on the similaruy of
their econonmuc and other characlensucs, including types of customers, regulatory environment, mantenance
requirernents, supporung systems and processes and products and services they provide The Carmival
Corporatton & plc Cruise Suppont segment represents certan of 115 port and related facilities and other services
that are provided for the benefit of 11s crurse brands and Fathom's pre-launch selling, general and admunistrative

CXpenses

The Carmival Corporation & ple Tour and Other segment represents the hotel and transportation operations of
Holland Amenca Princess Alaska Tours In 2014, the Tour and Other segment also included one ship that 1t
chartered to an unaffiltated enuty In November 2014, we enfered mnto a bareboat charter/sale agreement under
which Grand Holiday was chartered to an unrelated entity in January 2015 through March 2025 Addiuonally, in
December 2014, we entered into a bareboat charter/sale agreement under which Costa Celebration was chartered
to an unrelated enuty 1n December 2014 through August 2021 Under these agreements, ownership of Grand
Holiday and Costa Celetration will be transferred to the buyer at the end of their lease term Neather of these
transachions met the caitena to qualify as a finance-type lease and, accordingly, they are being gccounted far as
operating leases whereby we recognise charter revenue over the term of the agreements

Subsequent o entenng into these agreements, Camival Corporanion & plc's Tour and Other segment includes
these three ships The significant accounting policies of these segments are the seme as those described in Note 2
of the DLC Finarcial Statements, which are included w Annex 1, but do not form part of these Camuval plc
financtal stalements
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Selected nformation for the Carmival Comporation & plc scgments and the reconciliation to the corespondmg

Carmuval plc amounts as of and for the years ended November 30 was as follows (in nullions)

Depreciation  Operating
and income
¢ amortisation (hoss)

2015

North Amenca Craise
Brands (a)

EAA Cruise Brands (b)

Cruse Support

Tour and Other (a)

Intersegment
elkmination {a)

Carmval Corporation &
plc-US GAAP

Carnival Corporation,
US GAAPvs IFRS
differences and
ehminations {¢)

Carmival plc — IFRS

2014

North Amenca Cruise

Brands (a) ()

EAA Cruise Brands (b)

Cruise Support

Tour and Qther (a)

Intersegment
ehmimnauon (a)

Carmuvel Corporation &
ple-US GAAP

Carmuival Cerporzation,
US GAAPvs IFRS
differences and
elimmatens (&)

Carmival ple - IFRS

Operatng  Selling and
TXPINSES

Caprial
expenditures

Total

Revenues admunstrativ assets
$ 9866 $ 5925 % (14D $§ 994 § 1307 $ 854 § 22420
5,636 3442 695 561 938 1,265 14,076
119 58 223 27 {189) 162 2,248
226 155 9 4 18 13 493(d)
{133) (133) - - - - -
15,714 9447 2,067 1.626 2,574 2.294 39,237
(8,926) {4,923) {1,285) {986) {1, 710%c¢) (968) (24,39
$ 6788 5 4524 § 782 $ 640 $ 864 § 1326 $ 143840
$ 9559 % 6436 $ 1,121 $ 961 $ L0 $ LS §8 22,681
6,148 394 725 616 893 (g) 1,054 15,228
%0 39 200 25 {174) 156 1,023
215 160 8 35 12 58 516(d)
(128} {128) - - - - -
15,884 10,421 2,054 1,637 1,772 2,583 39,448
(8,676) (5,541) (1,241) {972) (938) (1.508) (24,120%
$ 7,208 $ 4880 $ 813 $ 665 % 834 $ 1075 $ 15328

(a) A poruon of the North Amenca crwse brands® segment revenues includes revenues for the tour porion of a
cruise when a land tour package 15 sold along with a cruise by esther Holland Amenica Line or Pancess
These mtersegment tour revenues, which are included in the Tour and Cther segment, are eliminated directly
aganst the North Amenca cnise brands’ segment revenues and operauing expenses in the line “Intersegment

ehmination *’

(d) Carmuval plc consists pnncipally of the EAA cruise brands
(c} Includes impairment charge reversals to income of $17 million for Costa Celebration, $16 milhon for Costa
neoClassica and $3 milion for Grand Holrday, parually offset by an impairment charge of $14 nullion for

Costa neoRiviera

(d) Tour and Other segment assets pnmanly mclude hotels and lodges 1n the state of Alaska and the Canadian
Yukon, motorcoaches used for sightseeing and charters, glass-domed railcars, which run on the Alaska

Raulroad and Camival Corporation & pic owned shups thtt it leased out urder long-term charters to

unaffibated entites

{e) Camuval Corporation consists pnmanly of cruise brands that do not form part of the Group, however, these
brands are included 1n Carmival Corporation & plc and thus represent substantially all of the reconciling
sems These North Amencan Carruval Corporation cruise brands are Carmival Cruise Line, Holland Amenca

Lane, Pnincess and Seabourn The U S GAAP vs IFRS accounung differences pnincipally relate 1o

differences in the carmying value of ships and related deprecialion cxpenses




() Previcusly reparted Carmival Corporation results changed as a result of our revision of prior period financial
slatements (se¢ “Note 1- General — Revision of Prior Penrod Financial Statements™ of the DLC Financial
Statements, which are included in Annex 1, but do not form part of these Carmval plc financial statements) as

follows (1n rmutlions)

November 30, 2014
As Previously
North Amenca Crwse Brands Reported Adjustment As Revised
Operaung costs and expenses $ 6418 3 18 $ 6436
Depreaiation and amortization $ 959 ] 2 3 961
Operaung income (loss) S 1061 $ 200 $ 1040
Total assets $ 227765 § (84 § 22681

(g) Includes imparment charges of $31 million for Grand Heliday and $22 mullion for Grand Celebrarion

parually offset by a $37 nmullion gain on the sale of Costa Voyager

IFRS 8 also requires disclosure of certain geographical informatton that 15 1n addiuon to the requirement to
disclose information reviewed by the CODM The Group’s revenues by geographucal areas, which are based on
where our guests are sourced and not the cruise brands on which they sailed, were as follows (1n nullions)

North Amenca
Europe

Australia and Asia
Others

Years Ended November 30,

2015 2014
$ LI1I09 § 1049
4,412 4,925
1,090 1,014
177 220

$ 6788 § 7,208

Substanually all of our crunse assets arc ships and our cruise capital expenditures are substantially all incurred for
ships and ships under construction. Qur ships move between geographic regions and, therefore, 1t 1s not
meaningfut to allocate these ship assets and ship capital expendstures 1o parucular regions In addition, segment
informauon relating to habilities 1s not reported to or used by the CODM 1n order to assess performance and
sllocate resources to a segment Qur Tour operations’ guests are pnmanly sourced from North Amenca, which 15

where all our Tour operations’ assets and capital spending are located
NOTE 3 - Income, Expense and Auditors’ Remuneration

Operating lease expenses were as follows (in mullions)

Shups

Property
Qther

Auditors’ remuneration was as follows (1n millions)

Fees payable to the Company's auditor for the audit of the
Group and Company financia) slatements

Fees payable to the Company’s auditor and thewr associates for the audu of
the Company's subsidianes pursuant to legislation

Years Ended November 30,

2015 2014

$ 570 $ 444
25 27

5 6

$ 600 $ 477

$ 1 5 1

1 1

$ 2 s 2

In eddiuon, dunng 2015, there were non-audit service fees that were payable to the auditor of $02 matlion ($0 3

nullion in 2014)
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Duning 2015, the Group recogmised

* a$36 muhon ship impairment charge reversal to income for Costa Celebration (formerly Grand
Celebranon), Costa neoClassica and Grand Holday resulung from these ships having been impaired
in pnier years and their subsequent performance being beuter than expected and

* a$14 mulhion ship impairment charge for Cosia necRiviera

Durning 2014, the Group recogmised

* ship impairment charges of $31 million for Ibero’s Grand Holiday and $22 mulfion for Grand
Celebration and
* 2a$37 milhon gain from the sale of Costa Voyager

Refer to Note 10 for shup impairments and sales discussion

Selling and adrunistrauve expenses include advertising and promotion expenses of $283 million and 5292
mullion and payroll and related expenses of $378 mullion and $388 million 1n 2015 and 2014, respectively

Dunng 2015, the Group recogmzed $24 mullton of restructunng expenses related to certam AIDA and Costa
operations

NOTE 4 - Income and Other Taxes

Income tax (expense) benefit, compnsed enurely of overseas taxes mncurred ouwrside the UK, was as follows (in
millions)

Years Ended November 30,
2015 2014
Current taxes $(34) $G0D
Deferred taxes 4 11
Income tax expense, net $(30) 50

The total income tax (expense) benefit 15 reconciled to income taxes calculated at the UK standard tax rate as
follows (in mullions)

Years Ended November 30,
2015 2014
Income before income taxes $ 801 $ 763
Nouional tax expense at UK standard tax rate (2015-20 3% and 2014-21 7%) (163) (165)
Effect of [izhan and UK tonnage tax and other overseas taxes at different rates 133 145
$ (30} $ (20)

We do not expect 1o incur income taxes on future distnbutions of undistnbuted eamings of foreign subsidartes
and, accordingly, no deferred income taxes have been provided for the distnbution of these carmngs  All anterest
expense related (o income tax liabilities 1s included 0 income tax expense In addition, virtually all junsdicuons
where our ships call impose taxes, fees and other charges based on guest counts, ship tonnage, passenger capacity
or some other measure, and these taxes, fees and other charges are included 1n commussions, transportation and
other costs and other ship operaung expenses

UK and Austrahan Income Tax

Cunard, P&O Cruises (UK) and P&Q Cruises (Australia) are divisions of Carmival plc and have elected to enter
the UK tonnage tax under a rolling ten-year term and, accordingly, reapply every year Companies to whuch the
tonnage tax regime applies pay corporation taxes on profits calculated by reference to the net tonnage of
quabifying ships UK corporation tax 1s not chargeable under the normal UK tax rules on these brands’ relevant
shupping income Relevant shupping income includes income from the operation of quahifying ships and from
shipping related activities
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For a company to be ehgible for the regime, 1t must be subject to UK corporauon tax and, among other matters,
operate qualifying ships that are strategically and commerciaily managed in the UK Companses within UK
tonnage tax are also subject 10 a seafarer training requirement

Our UK non-shipping activittes that do not qualify under the UK tonnage tax regime remain subject to normal
UK corporation tax Dividends received from subsidianes of Carruval plc doing business outside the UK are
generzally exempt from UK corporation tax
P&O Crwises (Australia) and all of the other cruise ships operated internanonally by Carmival plc for the cruise
segment of the Austrahian vacauon market are exempt from Australian corporation tax by virtue of the UK/
Austral;an wicoms tax treaty

Italjan and German Income Tax
In early 2015, Costa and AIDA re-elected to enter the Italian tonnage wx regime through 2024 and can reapply
for an addibonal ten-year period beginning 1n early 2025 Companes to which the tonnage tax regime applies
pay corporation taxes on shipping profits calculated by reference to the net tonnage of qualifying shaps

Most of Costa’s and AIDA's earnings that are not cligible for taxation under the Itahan 1onnage tax regime wili
be taxed at an effective tax rate of § 5%

Substantially all of AIDA's eamings are exempt from German income taxes by virtue of the Germany/lItaly
income tax treaty

Income and Other Taxes in Asian Countries

Substantially all of our brands’ income from their international operation in Asian countnes 15 exempt from local
corporation tax by virtue of relevant income tax treaties

U.S. and State Income Taxes

Our domestic U § operations, pnncipally the hotel and wansportation business of Holland Amenca Pnincess
Alaska Tours, are subject to federal and state income taxation inthe U S

Certain of the Company’s subswdianes are subject 10 various U § state income taxes gencrally tmposed on each
state's portion of the U § source income subject io U S federal income taxes However, the state of Alaska

1Mposes an 1ncome tax on its allocated portion of the total income of our companies dong business in Alaska and

centain of their subsidianes
NOTE 5 - Dividends

The Board of Durectors declared regular quarterly divedends for the first and second quarters at $0 25 per share
and for the thard and fourth quarters at $0 30 per share 1n 2015 ($0 25 per share for each quarter 1n 2014) Qur
quarterly dividend declarations amounted to $54 mullion in the first and second quarters end $65 million and $66
mullion 10 the thurd and fourth quarters, respectavely, or an aggregate of $239 million n 2015 and $54 nullion per
quarter or an aggregate of $216 mellion in 2014
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NOTE 6 - Earmungs per Share

Our basic and diluted earrungs per share were compuled as follows (in mullions, except per share data}

Years Ended November 30,
2015 2014
Net income for basic and diluted earnings per share $771 $743
Weighted-average ordinary shares outstanding 216 215
Dilutive effect of equity plans ] l
Dnluted weighted-average shares outstanding 217 216
Bastc earmings per share $357 3345
— ——
Diluted earnmgs per share 3356 $344

As described 1n Note 1, Carmval Corporation and Carnival ple operate as a DLC Under the contracts governing
the DLC arrangement, the Carmuval Corporation & plc consolidated earmings accrue equally 1o each share of
Carnival Corporation common stock and each Carnival ple ordinary share For this reason, the US GAAP
carmings per share for Carnyval Corporation & ple are provided for information on page 71

The weighted-average number of ordinary shares has been reduced for shares 1n the Company held by the
Company’s Employee Benefit Trust for the satisfaction of equity awards that have not vested unconditionally
These Employee Benefit Trust held shares do not recerve any dividends

The dilutive shares relate to ordnary shares to be 1ssued on vesting of restncted stock units, performance-based
share awards and market-based share awards and the exercise of employee share options Detauls of employee
share-based compensanion are discussed 1n Note 20

NOTE 7 - Cash and Cash Equivalents

Cash and cash equivalents were as follows (n millions}

Group Campany
November 30,
2015 2014 2015 2014

Cash on ships $ 46 $ 50 % 21 % 16
Cash used for current operations 90 79 41 27
Money market funds and ume deposits 685 88 669 64

$ 811 $ 217 § 731 % 107

NOTE 8 - Trade and Other Recelvables, Net
Trade and other receivables, net, were as follows (in millions)

Group Company
November 30,
2015 2014 2015 2014

Trade, net $ 116 $ 1i1 § 52 % 55
VAT, income taxes and other 32 M4 20 17

$ 148 §$ 145 $ T2 §$ T2




The aging of trade receivables was as follows (10 millions)

Grouop Company
November 30,
2015 2014 2015 2014
Current $ 87 § 99 $49 §52
1 to 30 days 23 7 2
31 to 90 days 5 4 1 l
91 1o 180 days 3 3 1 1
Over 180 days 3 7 - -
$121 $120 $53 %56
The allowance account movements were as follows (in mllions)
Group Company

November 30,
2015 2014 2015 2014

Altowance for bad debis at December |, $ 10 % 103 1 & 2
Recoveries n n - -
Write-offs (4) - - ()
Allowance for bad debts at November 30, 3} 5% 9% 1% 1

NOTE 9 - Inventories, Net
Inventones, net were as follows (1n milhions)

Group Company
November 30,
2015 2014 2015 2014

Food and beverage provisions and hotel and restaurant products and

supplies, net . . - $§ 8 § &6 % 271§ 22
Fuel 24 39 11 14
Merchandise held for resale, net 13 15 1 -
Other 9 4 6 2

$ 126 8§ 127 § 45 $ 38

39




NOTE 10 - Property and Equpment

Property and equipment movements were as follows (in millions)

Group Company
Other Other
Ships and stup property and Shups and ship property and
Impro ts equip Total mprovernents equpment Total

Cost at November 30, 2013 $18,048 $1.341 $19.389 3 5,860 $i03 $ 5963
Exchange movements (1,293) (85) {1.378) 21 21) (293)
Addiuons 926 152 1.078 747 33 780
Disposals (141) (7 (148) (671) _@& __(_612)
Cost at November 30, 2014 17.540 1,401 18,941 5,664 113 5377
Exchange movements (2,137 (1M (2.198) (320 (8) (328)
Addiuons 1,222 114 1,336 964 42 1,006
Disposals (70) s (145) (36) 4) (40)
Cost at November 30, 2015 $16.555 $1,379 $17.94 $6,272 3143 $ 6415
Accumulated depreciation at

November 30, 2013 $(4,406) $ (680) $(5.086) %(1,549) 3$(53) 3(1.602)
Exchange movemenis 305 77 382 30 7 87
Depreciation and amortisation (5800 (85) (665) (206) (14) (220)
Impairments (a) 53 - (53) - - -
Disposals 135 5 140 20 2 22
Accumulated depreciation at

November 30, 2014 (4.599) (683) (5.282) {1,655) (58) {1,713)
Exchange movements 596 25 621 115 5 120
Depreciation and amorusat:on (567 (73) (640) (235) (12) (247)
Impairment reversals (losses), net (b) 22 - 22 - - -
Disposals 62 28 90 31 4 33
Accumuliated depreciation at

November 30, 20135 $(4.486) $(703) 5(5.189) §(1.744) $(61) $(1.805)
Net book value
At November 30, 2015 $12,069 $ 676 $12,745 $4.528 $ 82 $ 4,610
At November 30, 2014 512941 $ 718 $13,659 § 4,009 $55 $ 4,064

(a) In November 2014, we catered 1nto a barcboat charter/sale agreement under which the 1.440-passenger

capacity Grand Holuday was chartered to an unrelated entity in January 2015 through March 2025 Under this
agreement, ownership of Grand Holiday will be transferred to the buyer in March 2025 This transaction did
nol mect the cntena to quahfy as a finance lease and, accordingly, 1t will be accounted for as an operating
lease whereby we will recognize the charter revenue over the term of the agreement As a result of this
transaction, we performed a shup impairment review and recogmsed a $31 mullion impairment charge during
the fourth quarter of 2014 The estimated fair value of the shup was substantially all determined based on the
expected collectability of the bareboat charter payments, which 1s considered a Level 3 input

Due to the expected absorption of Foero’s operations into Costa in November 2014, and certan ship-specific facts
and circurnstances such as size, age, condition, viable alternauve itinerares and hustorical operating cash flows, we
performed discounted future cash flow analysis of Thero's Grand Celebrantion as of May 31, 2014 to determune of
the ship was impaired The principal assumptions used n our discounted cash flow analysis consisted of forecasted
future operating results, including net revenue yields and net crusse costs inchieding fuel pnces, and the esumated
residual value, which are all considered Level 3 inputs, and the then expected transfer of Grand Celebrusion into
Costa in November 2014 Based on iis discounted cash flow analysis, we deternuned that the nel carrying value for
Grand Celebranion exceeded i3 estimated discounted future cash flows As a result, we recogrused a $22 mullion
shup imparrment charge dunng the second quarter of 2014

Also, during the 2014 second quarter, Costa Voyager was sold and we recognised a $37 muilion gamn as a reduction
of impairment charges
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(b} At July 31, 2015, we performed discounted future cash ow analysis of certain Costa ships to determune 1f
these ships were 1mpaitred based on simular assumplions noted above Based on its discounted cash flow
analysis, we determuned that the net carrying value for Costa neoRiviera exceeded its esumated discounted
future cash flows As a result, we recogused a $14 mullion ship impairment charge dunng the third quarter of
2015 In addwion, based on thewr discounted cash flow analyses, we recognized ship impairment charge
reversals 10 income of $36 mullion for Costa Celebranon, Costa neoClassica and Grand Holiday dunng
2015

The detenmunatien of fair value includes numerous assumptions that are subject 10 vanous nisks and uncertainues,
unless a comparable, viable actively-traded market exists, which 1s usually not the case for cnnse ships Our
shups® faur values are typically estimated based either on ship sales pnice negouations and the associated
probability of the ship selling or discounted future cash flows

We believe that we have made reasonable esumates and judgments in determuning whether ships have been
impaired However, if there 1s 2 change in assumptions used or if there 1s a change in the conditions or
circumstances influcncing fair values in the future, then we may need to recognise an imparrment loss

Ships under construction include progress paymenis for the construction of new ships, as well as design and
engineenng fees, capitalised interest, construction aversight costs and varrous owner supplied items Capiatalised
interest, substannhally all on our ships under construciion, amounted to $7 milhon in 2015 ($10 mullion in 2014)
The interest capitalisation rate 15 based on the wesghted-average unterest rates applicable to borowings within the
DLC duning each pernod Durmng 2015, the average capitalisanon rate was 2 9% (3 2% dunng 2014)

During 20135, the Group and Company took delivery of the 3,647-passenger capacity P&0 Cruises (UK)'s
Briuanma and duning 2014 the Group took delivery of the 3,692 passenger Costa Diadema In addition, dunng
2015 and 2014, the Group made stage payments for ships under construction

In December 2014, we entered 1010 & bareboat charter/sale agreement under which the 1,492-passenger capacity
Costa Celebratian was charered to an unrelated entity 1n December 2014 through August 2021 Under this
agreement, ownership of Costa Celebranon will be wransferred to the buyer in August 2021 Thus transacyon did
not meet the critena ta qualify os a finance lease and, accordingly, 1t was accounted for as an operaung lease
whereby we recogruse the charter revenue over the term of the agreement

At November 30, 2015, the cost of ships under construcuon included above iotalled $255 muilion {$315 mullion
al November 30, 2014) At November 30, 2015, the net book value of ship assets 15 shown after deducting
government construction grants of $104 mithion ($129 million at November 30, 2014) At November 30, 2015,
the book vatue of our land was $33 million {339 mition at November 3D, 2014)

See Note 3 for addiuonal shup-related discussions
NOQOTE 11 - Goodwill and Other Intangible Assets

Goodwil movemenis were as follows (in milhions)

Group

Company
Goodwill Other Intangible Assets  Goedwill
Al Navember 30, 2013 £723 3 - 5179
Exchange movements (54) - M
At November 30, 2014 669 - 172
Additions - 53 .
Charges for the year - (2 -
Exchange movements (381) _n O
At November 30, 2015 $588 $50 $165

At November 30, 2015 and 2014, all of our cruise brands camed goodwil), except for P&O Cruises (1K) and
P&O Cruises (Australia), and the carrying valee of our CGUs" or cruise brands’ goodwill balance was as
follows AIDA, $122 nullion (2014 $143 million), Costa, $301 mlhion (2014 3354 million) and Cunard $165
rmullion (2014 $172 nullion) As of July 31, 2015, we performed our annual goodwll impairment reviews o
assess Lhe recoverable amount of each crnse brand's goodwill For the impairment reviews, the estimated
recoversble amounts were based on the higher of the crwise brands’ fair value less costs to sell and its value in
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use Recoverable amounts for our brands that carned goodwili were determined using the 10-year discounted
future cash flow analysis Our annual impairment reviews resulied m no goodwill impairments

The principal assumpuions, &l of which are considered Level 3 jnputs, used in our cash flow analyses relate to
forecasung future operaung results and are as follows

- net revenue yields and net cruise costs including fuel prices.

- capacity changes, including the expected deployment of vessels nto, or out of, the cruise brands,
including, but not limited to, the new ships discussed 1n Note 22,

- weighted-average cost of capital pre-tax discount retes, which ranged from 6 0% to 11 1% of market
participants, adjusted for the nsk ainbutable to the geographic region in which the brands operate and

- capital expenditures, termunal values and a range of 0 0% to 3 0% for long-term perpetuity growth
rates

“The cash flows were estmated based on those a market participant would expect to denve from the businesses
For all the crusse brands, we used relevant past expenience in determining an esiunate of future cash flows

For AIDA we have significant headroom and based on the sensitivity analysis performed no reasonably possible
changes 1n the assumptions would cause the carying amount of the brand's goodwill to exceed 11s recoverable
amount

The determination of our crise brands’ goodwill recoverable amounts includes numerous assumptions that are
subject 10 vanous nsks and unceranties We belicve that we have made reasonable estimates and judgments 1n
determining whether our goodwill has been tmpaired However, 1f there 15 a change in assumptions used or 1f
there 15 2 change 1n the conditions or circumstances influencing faur values in the future, then we may need to
recognise an impatrment charge

The far value of the Costa goodwill currently exceeds the camrymg value by more than $750 mullion Changes 10
the individual assumptions would cause the recoverabie amount 1o fall betow the carrying amount as follows

- areducucn m the perpetuity growth rate after 10 years from the 3 0 % assumption apphed to a revised
assumption of a 1 0% growth rate or less or

. anmmcrease 1n the discount rate from the 11 19 assumpuon applied to a revised assumpuon of 12 1% or
more or

- areducuon in the projected operating cash flows across future years by 12 5% or more or

- anincrease in fuel price to $759 per metric ton (or 179) through 2017 and then a 2% annual increase
thereafter or

- the mabiity to achieve a net revenue yield growth of 4 2% for the next four years and | 7% thereafter

The fur value of the Cunard goodwill currently exceeds the carrying value by almost $480 million Changes in
the mdividual assumptions would cause the recoverable amount to fail below the carrying amount as follows

- areduction in the perpetuity growth rate after 10 years from an assumed increase of 2 5% compared 10
an assumed negative growth rate of 3 3% or

. an mcrease in the discount rate from the 9 0% assumpuon applied 10 a revised assumption of 11 4% or
more or

- areducuon in the projected operating cash flows across future years by 25 1% or more or

- 1of there 1s one less ship in Cunard’s fleet or

- anincrease in fuel price to $954 per metnc ton (or 43%) through 2019 and then a 2% annual increase
thereafter or

. noincrease n net revenue yields for the next three years and the inability to achieve net revenue yield
growth of 2 5% thereafter

Our brands’ esumated recoverable amount sigmficantly exceeded ther carrying amount and there have not been
any events or circumstances subsequent to July 31, 2015, which we behieve require us to perform imenm
goodwill impasrment tests

Other intangtble assets consist of port usage nghts and are stated at cost less accumulated amoruzation, which 1s
calculated to amortise their costs on a straght-line basis over their expected useful lives Expected uscful Lives
are reviewed annually
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NOTE 12 - Other Assets
Other assets were as follows (in mllions)

Group Company
November 30,
2015 2014 2015 2014

Other recesvables, inctuding VAT $ 58 % & $ - $ -
Insurance recoverables 28 89 - -
Prepaid expenses and other 42 42 29 25
Deferred taxes 9 11 - -
Denvative contract recesvables 7 6 7 6

$ 44 8§ 216 5 36 $ 31

Substantally all deferred tax assets relate to net operating losses expected to be recovered agansi future taxable
income At November 30, 2015, the Group had gross deferred tax assets of $124 million ($132 mithion at
November 30, 2014) and the Company had gross deferred tax assets of $104 mullion at both November 30, 2015
and 2014, which were not recognised

NOTE 13 - Investments in Subsidianes

The Company’s mnvesiments in subsidiartes’ movements were as follows (1n muilions)

At November 30, 2013 $ 5,106
Capital contnbutions to a subsidiary (a) 1,243
Exchange movements (220)
At November 30, 2014 6,129
Exchange movements (412)
At November 30,2015 $ 5717

(a) The capital contnbutions enabled a substdiary to fund a sp addition and repay intercompany debt

At November 30, 2015, the Company’s pnncipal operating subsidhary was Costa Croctere S p A, which s
incorporated in Italy and 1s 99 97% directly owned by the Company, and pnincipally affects the figures shown in
the Group financial statements This subsidiary owns and operates the Costa and AIDA cruise brands, and
through November 30, 2014, the Ibero, Cunard, P20 Cruises (Austrahia), P&O Cruises (UK) and the leased
ships from the Camaval Crusse Line and Princess brands are divisions of the Company, whereas AIDA 152
branch of Costa

The Company’s substdianes, whose ownership mterest 1s through ordinary shares, mcluding the UK subsidiaries
exempt from the requirement to prepare individual audited accounts or individual accounts, (as further specified
below) for the year ended November 30, 2015 are as follows

UK
Companices
House
Registration Country of Effective
Company Number Incorporation Interest

A C N 098290834 Pty Lud Australia 100%
AIDA Kundencenter GmbH Germany 100%
Air-Sea Holiday GmbH Switzerland 100%
Alaska Hotel Properties LLC United States 100%
Barcelona Cruise Terminal SLU Spain 100%
Camival UK Limited 03141044  United Kingdom 100%
Camival Celebration, Inc United Srates 100%
Camval Corporauon & plc Asia (Hong Kong) Linuted Hong Kong 100%
Carmval Corporation & plc Asia Pte Ltd Smgapore 100%
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CORRECTION NOTICE

CARNIVAL PLC (“the Company™)
Company Number, 4039524

The descniption of Fathom Travel Ltd , a subsidiary of the Company with company number 9608240,
("Fathom™) on page 94 of the Company’s 2015 Straiegic Report and IFRS Financial Statements has been
changed to indicate that Fathom benefits from an exemption from preparing individusl audited accounts
under Section 479A of the Companies Act 2006 (“the Act™) and not an exemption from prepaning
mndividual accounts by virtue of Section 394A of the Act and from filing individual accounts by virtue of
section 448A of the Act




UK

Compantes
House
Registration Country of Effective
Number Incorporation Interest

Camival Corporauon Hong Kong Limnted Hong Kong 100%
Carnyval Corporation Korea Limuted Korea 100%
Camival FCB V Netherlands 99 99%
Carnival Japan, Inc Japan 100%
Camival Mantime GMBH Germany 100%
Camival Technical Services, Inc Japan 100%
CC US Ventures, [nc United States 100%
Costa Crociere PTE Lid Singapore 100%
Costa Crociere S p A ltaly 99 §7%
Costa Cruceros S A Argentina 95%
Costa Cruise Lines Inc United States 100%
Costa Crnse Lines UK Limited {a) 02482631 United Kingdom 100%
Costa Cruises Shpping Services (Shangha)

Company Limited China 100%
Costa Cruises Travel Agency (Shanghai) Co , Ltd China 100%
Costa Cruzetros Agencia Mariume & Tunsmo Lida Braul 100%
Costa International B V Netherlands 100%
Costa Kreuzfahrten GmbH Switzerland 100%
Cozamel Cruise Terminal S A de CV Mexico 99%
Cruise Terminal Services 5 A deCV Mextco PH%
Cruise Ships Catenng & Services Intermatonal N V Curacno 100%
Cunard Celtic Limited Hong Kong 100%
Cunard Line Limited Bermuda 100%
FPM SAS French Polynesta 100%
Fathom Travel Lid (b) 59608240  United Kingdom 100%
Fleet Mantime Services (Bermuda) Limiuted Bermuda 100%
Fleet Mantime Services Heldings (Bermuda) Limued Bermuda 100%
Fleet Mantume Services Holdings (India) Lid India 100%
Gibs, Inc United States 100%
Global Fine Ans, Inc United States 100%
Global Shipping Service (Shanghar) Co , Ltd China 100%
Grand Cruise Investments Unipessoal LdA Portugal 100%
Grand Cruise Shipping Unipessoal LdA Portugal 100%
Holding Division Iberocruceros SLU Spain 100%
Holland Amenca Line Inc United States 100%
Holiand Amenca Line U S A, Inc Unuted States 100%
HSE Hamburg School of Entertmnment GmbH Germany 100%
Ibero Cruzewros Lida Brazul 99 9%
Iberocruceras SLU Spamn 100%
International Cruise Services, S A de CV Mexico 100%
Intemational Marntime Recruitment Agency, SA deCV Mexico 100%
Milestone N V Curacao 100%
Navitrans B V Nethertands 100%
Operadora Catahna Sr L Dominican Republic 100%
&0 Princess Amencan Holdmgs (a) 01453164  Umited Kingdom 100%
P&O Pnincess Cruises Intemational Limuted (b) 03902746  Unued Kingdom 100%
P&O Princess Cruises Pension Trustee Limited (a) D4069014  United Kingdom 100%
P&0O Princess Purchasing Limuted 00511878  Unuted Ksngdom 100%
P&O Properuies (California), Inc Usnited States 100%
P&O Travel Limited (a) 0773151  Unsted Kingdom 100%
Prestige Cruises Management S A M Monaco 96%
Presuge Cnses N V Cuncao 100%
Pnncess Cruises & Tours, Inc United States 100%
Pnncess US Holdings, Inc Uniied States 100%




UK

Companies
House

Registration Country of Effective
Company Nurnber Incorporation Interest
Royal Hyway Tours, In¢ Unuted States 100%
SeaVacations Limuted (b) 03681272  United Kingdom 100%
SeaVacanons UK Lumited (b) 03633566  United Kingdom 100%
Spamsh Cruise Services N V Curacao 100%
Tour Alaska, LLC United States 100%
Westmark Hotels of Canada, Lid Canada 100%
Westmark Hotels, Inc United States 100%
Westours Motor Coaches, LLC United States 100%

(o) Exempt from preparing individual accounts by virtue of Section 394A of the Compames Act 2006 and from
filing sndividual eccounts by virtue of seciion 448A of the Companies Act 2006
(b) Exempt from prepanng individual audited accounts by virtue of Secuon 479A of the Companies Act 2006

In order to obtamn the above filing exempuens, the Company has guaranteed the outstanding liabilities wo which
each of the above companies 1s subject at November 30, 2015

NOTE 14 - Unsecured Debt

Long-term debt and short-term borrowings consisted of Lhe following (1n millions)

Group (a) Company (a)
Noveraber 30,
2015 2014 2015 2014
Loung-Term Debt
Export Credst Facihitres
Fixed rate $ 134 $ 198 § 134 § 198
Euro fixed rate 233 306 - -
Euro floating rate (b) 1,236 1,136 1,131 1,000
Bank Loans
Euro fixed rate 132 187 132 187
Floaung rate 150 150 150 150
Private Placement Notes
Euro fixed rate 51 153 51 152
Long-Term Debt 1,936 2,130 1,598 1,687
Current Portion of Long-Term Debt
Export Credit Facilities
Fixed rate 65 65 65 65
Euro fixed rate 30 3s - -
Euro floaung rate (b) 151 134 140 121
Bank Loans
Euro fixed rate 28 34 28 k-
Euro floating rate - 249 - 249
Private Placement Notes
Euro fixed rate 80 | 80 1
Current Portion of Long-Term Debt 354 518 313 470
Short-Term Borrowings
Euro floaung rate bank loans 30 14 - -
Short-Term Borrowings 30 14 - .
Total Debt $ 2320 $ 2662 § 1911 $ 2,157
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{(a) The debt table does not include the impact of our foreign currency and interest rate swaps Amounts falling
due within one year include accrued interest The floaung rate 15 based on LIBOR or EURIBOR
Substantially all of our fixed rate debt can only be called or prepatd by incumng addittonal costs Further
detal relaumg 10 the Group's policies on managing currency and interest rate nsks and addiuonal information
on debt and commutied financings are provided 10 Notes 1 and 24 herein, withun the Business Review secuen
of the Strategic Report and in Notes 6 and 11 of she DLC Financial Suatements, which are included 1n
Annex 1, but do rtol form part of these Carmival ple financial siatements

(b) In 2015, we borrowed $472 mullion under a euro-denominated expon credst facility, the proceeds of which
were used 10 pay for a porion of P&O Crutses (UK)'s Brotanmia purchase pnce The debt 1s due in semu-
annual mstalments through February 2027

Revolving Credit Faciities

In Apnl 2015, Camival Corporation, Camival ple, and certain of Camival Corporation and Camival plc's
subsicianies exercised thesr opuon (o extend the termanation date of their five-year multi-currency revolving
credst facility (the “Facdiy™) of $2 5 billion (compnsed of $1 7 billion, €500 msilion and £150 mullion) from
June 2019 to June 2020, whech was approved by each bank We also have an opuon to extend this Facitity
through June 2021 subject 1o the approval of each bank The Facility currently bears imerest at LIBOR/
EURIBOR plus a margin of 40 basis points ("bps™) The margin varies based on changes to Camival
Corporation's and Carnival ple’s long-term seruor unsecured credit ratings We are required to pay a comrtment
fee of 35% of the margin per annum on any undrawn poruon We will also mcur an addiional vuhization fee of
10 bps, 20 bps or 40 bps if equal 1o or less than one-third, more than one-third or more than two-thirds of the
Facility, respectively, 1s drawn on the total amount outstanding

At November 30, 2015, we have one other undrawn revolving credit factny for $300 mullion that expires 10
2020, and provides us with addittonal liquidity At November 30, 2015, $2 8 billon was available under all of
our revolving credit facilittes

Scheduled annual matunties of our debt were as follows (1n millions)

Group Company
November 30,

Fiscal 2015 2014 2015 2014

2015 $ 532 5 410
2016 $ 384 506 $ 313 454
2017 413 257 375 211
2018 287 290 248 244
2019 226 218 188 172
2020 180 206 141 161
Thereafter 830 659 646 445

$ 2320 $§ 2662 $ 1911 § 2,157

Our debt 15 denorunated 1 different currencics, tncluding the effect of foreign currency swaps, as follows (in
trullions)

Group Company
November 30,
2015 014 2015 2014

Euro . $ 2014 $§ 2251 § 1562 $ 1746
U S dollar 306 411 349 411

$ 2320 $ 2662 $ 1911 § 2157
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NOTE 15 - Other Long-Term Liabihities

Other long-term habihittes were as follows (n millions)

Group Company
November 30,
2015 2014 2015 2014

Claims reserve $ 54 §$ 120 $ 8 $ 13
Customer deposits 36 4] 28 29
Deferred income taxes 29 32 - -
Post-employmem benefits (Note 18) 26 37 1 8
Denvative payables 18 21 18 21
Income taxes 7 9 - 1
Other 42 23 6 6

$ 212 § 283 § 61 $ 78

The Group and Company claims reserve includes estimated iabilities for crew, guest and other third party claims
and the Group's claims reserve pnimanly &l related to the January 2012 ship inesdent

Deferred income tax liabihties are pnincipally related 1o differences between the (1) book and tax methods of
calculaung depreciation expense 1n our Holland Amenca Princess Alaska Tours business and other North
Amenca operations and (2) the urming of recogmsing our Cozumel, Mexico port hurricane insurance setilement

We have euro interest rate swaps designated as cash flow hedges whereby we receive floaung interest rate
payments 1n exchange for making fixed mterest rate payments At November 30, 2015, these interest rate swap
agreements effectively changed $418 mutlion of EURIBOR-based floating rate euro debt to fixed rate euro debt
These interest rate swaps settle through March 2025

Other habihues of the Group and Company primanly include habilities for contractual disputes and property
lease obligations These lease obligations are expected to be settled over their term

NOTE 16 - Share Capital

The 1ssued and fully paid Carmival plc ordinary share capiial was as follows (dollars in mullions)

Share
Number of Shares Capital

At November 30, 2013 214,474.909 $ 358
Shares 1ssued 21,691 -
At November 30, 2014 214,496,500 358
Shares 1ssued 138,363 -
At November 30, 2015 214,634 963 $ 358

During 2015, the Company 1ssued 135,104 ordinary shares (17,889 ordinary shares in 2014) following the
exercise of share options, for total considerauon of $6 multion ($1 milhion 1n 2014) and for the 15suance of
Restricted Share Awards (“RSAs™), Restncted Stock Unuts (*RSUs™) and Performance-Based Shares (“PBS«")
and Market-Based Shares (“MBSs™) and 1ssued 3,259 ordinary shares (3,802 ordinary shares 1n 2014} 1n
connection with the Carmuval ple Employee Stock Purchase Plan In additton, 300,000 ordinary shares were
1ssued 1n 2015 (301,000 ordinary shares 1n 2014) to the Camuval plc Employee Bencfit Trust, which are not
included above as they were recorded as treasury stock At November 30, 2015, there were 1,820,000 cumulative
outstanding ordinary shares issued to the Camaval pic Employee Benefit Trust

The Company has 50,000 allotted but unissucd redeemable preference shares of £1 each These redeemable
preference shares are entitled to 2 cumulatve fixed dividend of 8% per annum The preference shares, which
carry no voung nghts, rank behind other classes of shares in relanion to the payment of capital on certain types of
distnbutsons from the Company The Company also has two allotted and issued subscnber shares of £1 each, thal
carry no voung rights and no night to receive any dividend or any amount paid on return of capital Finally, the
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Company has one special voung share of £1 1ssued to Ceruval Corporation n connection with the DLC
transacton to enable Camival Corporation’s shareholders to vote as a group on Company sharcholder matters

ROTE 17 - Reserves and Other Equity Acuwty

The Group merger reserve relates to the difference between the book value and the fair value of cenain
businesses sold o Carmival Corporation dunng 2004 as pan of a DLC corporate restructuning, which was
accounied for as a group reconsiruction

At November 30, 2015 end 2014, the Carmival plc Employee Benefit Trust held 369,752 and 363,793 ordinary
shares of Carnival ple, respectively, with an aggregate par value of $0 6 million at both November 30, 2015 and
2014 At November 30, 2015, the market value of these shares was $19 mullion ($16 rulhion at November 30,
2014) If they had been sold a1 thus market value there would have been no tax habthity in either 2015 or 2014 on
the capital gan ansing from the sale

The income atiributable to shareholders of the Company was $0 9 billion 1n 2015 ($0 2 bilhion 1n 2014) The
2015 income included $0 6 billion of dividends from a subsidiary Retained eamings consisted of $4 7 billron
{34 1 bilion 1n 2014) of distibutable reserves and $1 7 tillon of nondistibutable reserves at both November 30,
2015 and 2014

In 2015, our Board of Directors had authornised, subject to centan restncuons, the repurchase of up to an
aggregate of $1 0 bilhon of Carmuvat ple ordinary shares and/or Carmival Corporation common stock (the
“Repurchase Program™) The Repurchase Program does not have an expiration date and may be disconunued by
the Boards of Directors at any time

Dunng 2015, Cammival Corporation repurchased 5 3 mithon shares of common stock for $276 mullion under the
Repurchase Program In 2014, there were no repurchases of Carmval Corperation common stock under the
Repurchase Program In 2015 and 2014, there were no repurchases of Carmival plc ordinary shares under the
Repurchase Program From December 1, 2015 through January 27, 2016, we repurchased 9 6 million shares of
Carmival Corporation common stock for $486 mullon under the Repurchase Program On January 28, 2016, the
Board of Directors approved & modificatton of the Repurchase Program authorization that :ncreased the
remaiming $213 rmullzon of authorized repurchases by $1 0 belhion From January 28, 2016, through February 19,
2016, we repurchased 8 3 mulhion shares of Carmival Corporation common stock for $369 million undes the
Repurchase Program Accordingly, at February 19, 2016 the remaiung availability under the Repurchase
Program was $843 mullion

In addition to the Repurchase Program, the Board of Directors authonsed, 1n October 2008, the repurchase of up
1o 19 2 mulhon Cammival ple ordinary shares and, in January 2013, the repurchase of up to 32 8 mullion shares of
Camuval Corporation common stock under the Stock Swap (‘Stock Swap™) programs descnbed below Under the
Stock Swap programs, we sell shares of Carmival Corporation common stock and/or Camtval ple ordinary shares,
as the case may be, and use a portion of the net proceeds to purchase an equivalent number of Carmival plc
ordinary shares or Carmival Corporabon common stock, as applicable We use the Stock Swap programs in
s1uauons where we can obtain an economtc benefit because esther Carmival Corporalion common stock or
Camival plc ordinary shares are trading at & price that 15 at a premuum or discount to the pnoe of Carmaval ple
ordmnary shares or Carnival Corporation common siock, as the case may be Any realised economuc benefit under
the Stock Swap programs 15 used for generzl corporate purpeses, which could include repurchasing additional
stock under the Repurchase Program Depending on market condittons and other factors, we may repurchase
shares of Carmival Corporation commeon stock and/or Camntvel plc urdinary shares under the Repurchase Program
and the Stock Swap programs concumrently

Dunng 2014, no Carmival Corporation common stock or Carnival ple ordinary shares were sold or repurchased
under the Stock Swap programs Dunng 2015, under the Stock Swap programs, CIL sold 5 1 mallion of Carmival
plc ordinary shares for net proceeds of $264 nullion Substanually all of the net proceeds from these sales were
used to purchase 5 1 mullion shares of Carival Corporation common stock Carnival Corporation sold these
Carmuval ple ordmary shares owned by CIL only to the extent it was able to repurchase shares of Camyval
Carporauon common stock 1n the U § market on at least an equivalent basis Dunng 2015, ro Camival
Corporation common stock was sold or Camival ple ordinary shares were repurchased under the Stock Swap
program
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From December 1, 2015 through February 19, 2016, CIL sold 0 9 nullion ordinary shares of Camival plc through
its sales agent for net1 proceeds of $40 million Substanually all of the net proceeds of these sales were used o
purchase 0 9 milion shares of Carmival Corporation common stock Accordingly, at February 19, 2016 the
remaing avalability undes the Stock Swap programs was 18 1 mallion Carnival ordinery shares and

26 0 mulhon shares of Carmival Corporation common stack

Finally, the Carmival plc ordinary share repurchases under both the Repurchase Program and the Stock Swap
program require annual shareholder approval The existing shareholder approval is hmuted 10 2 maximum of

21 5 mullion ordinary shares and 15 valid unul the earher of the conclusion of the Carmval plc 2016 annual general
meeting or July 13, 2016

See the Statements of Changes m Shareholders’ Equity for movements tn capital and other reserves
NOTE 18 - Post-Employment Benefits
Employee Benefit Plans

Carnival ple 15 a contnbuting employer to three defined benefit pension plans the P&O Princess Cruses (UK)
Pension Scheme (“Company’s UK Plan™), the muluemployer Merchant Navy Officers Pensson Fund
(“MNOPF™) and the muluemployer Merchant Navy Ratings Penston Fund (“MN RPF") The defined benefit
plans are formally valued tnenmally by mdependent qualified acmanies The valuauons for these plans have been
carried out at regular inlervals, as required by the applicable UK regulauons

The Company's UK Plan’s assets are managed on behalf of the trustee by independent fund managers The
Company's UK Plan 15 closed 10 new membership Based on the most recent actuanal review of the Company's
UK Plan at March 31, 2014, 1t was determuned that this pian was 102% funded

The MNOPF 15 a funded defined beaefit muluemployer plan in which Briush officers employed by companies
within the Group have participated and contitue to partecipate The MNOPF 1s divided into two sections, the
“New Section” and the “Old Section”, each of which covers a different group of participants, with the Old
Section closed 10 further benefit accrual and to new membership and the New Secuion 1s only closed to new
membership The MNOPF 1s accounted for as a defined benefit plan Based on the most recent actuanal review
of the New Section at March 31, 2014, 1t was determuned that this plan was 87% funded and the deficits are to be
recovered through funding contnbutions from partictpating employers The formal tnienmal valuation for the
MNOPF at March 31, 2015 1s currently 1n-process and, accordingly, the results are not avlable as of

February 19, 2016

The Old Secuon covers predecessor employers’ officers employed prior to 1978 and 15 fully funded In
December 2012, the fund’s trustee completed a buy-in of the Old Section habilities with a third-party isurer,
whereby the insurer will pay the officers® pension hiabilities as they become due Therefore, we believe our
obligauon to share 1n any future funding 15 remote

The MNRPF 15 also a defined benefit multtemployer pension plan available o cenain of P&O Cruises (UK)'s
shipboard Briush personnel This plan 1s closed to new membership and based on the most recent actuanal
teview a1t March 31, 2014, 11 was determuned that this plan was 67% funded and, accardmgly, has a funding
deficit

The recorded assets and liablities on the Group's balance sheets for the Company’s UK Plan, the Group’s share
of the MNOPF New Section and the MNRPF and other post-employment benefit liabiliies were as follows {(in
mullions)

November 30,
2015 2014

Long-lerm assets

Employee benefit plan surplus $§ -8 10
Long-term habihues

Employee benefit plan deficts $ 1 8§ 8

Other post-employment benefits 25 29

$ 3

26 37




The employee benefit plan information provided below relates 1o the Company's UK Plan, the Group's share of
the MNOPF New Secuon and the MNRPF.

The penston kiabiliues for accounung purposes were calculated at November 30, 2015 and 2014 by the Group's
Qualified actuary The pnincipal assumplions used were as follows

Company’s MNOPF
UK Plan (%) New Section (%) MNRPF (%)

2015 2014 2015 2014 2015 2014

Discount rates 37 39 35 38 35 38
Expecied rates of salary increases 37 37 36 37 36 37
Pension increases
Deferment 22 22 21 22 21 22
Payment 30 30 29 30 29 30
Inflation 32 32 31 32 3] 32

Assumnptions regarding future mortalny expenence are set based on the Self-Admunistered Pension Schemes
tables for the “base™ mortality tables The weighted-average life expectancy tn years of a 65-year old pens:oner
on the balance sheet dates was as follows

November 30,
2005 2014
Male 228 225
Female 257 251

The weighted-average life expectancy n years of a 45-year old fulure penstoner retinng at age 65 was as follows

November 30=

2015 2014
Male 256 251
Female 284 2718

With regand to the Company’s UK plan, management considers the types of investment classes in which pension
plan assets are invested and the expected compound return that the ponfolio can reasonably be expected 1o cam
over time, based on long-term real rates of retum expenenced n the respective markets

The amounts recognsed 1n the balance sheets for these plans were determined as follows (in rullions)

November 30,
2015 2014

Present value of obligations §$ (579 $ (57T
Faur value of plans' assets 608 583
Net assets before restricuion on assets 29 11
Restncticn on assets (30) 9
Net (Liabilibies) assets recogmzed n balance sheet $ Iy $ 2
Actuanal gamns and losses for these plans were as follows {in miflions)
Years Ended November 30,
2015 2014 2013 2012 2011

Losses on plans’ Liabihiues $ (1B) $ (3N SO $(20) $ (13
Gains on plans’ assets, including restriction on

assets 3 4] 34 15 7

$ (15) $ 4 $ (B $ & $ (6




The cumulzuve acwanal losses recognised 1n the Group or Company Statements of Shareholders’ Equaty at
November 30, 2015 for these plans were $49 mullion ($34 mulhion at November 30, 2014)

The amounts recognised in the Group Statements of Income for these plans were as follows (in mullions)

Years Ended
_November 30,
2015 2014
Current service cost s 7 & 7
Past service cost and losses on scttlements 2
Service cost _7 _9
Interest cost on defined benefit obligation 21 24
[nterest income on plan assets (22) (23)
Net interest on defined benefit hability 2} !
Admnistrative expenses 4 2
Cost recogmised 1n Group Stalements of Income $ 10 § 12

] _—

Qur estimated contnbutions expected to be pad into these plans dunng 2016 are $6 nullion for the Company’s
UK Plan and $1 miilion for the MNOPF New Secuon

Analysis of the movements in the balance sheet assets {(habihties) for these plans was as follows {in mulhons)

2015 2014
Net assets/(labihuies) at December 1 52 53
Expenses (see above) . . (10  (12)
Amounts recogmsed 1n the Group Statements of Comprehensive Income R (15) 4
Employer contnibutions 32
Exchange movements . - 1
Nert (habihties)/assels at November 30 $=(1) s 2

Changes in the present vatue of defined benefit obligations for these plans were as follows (in millions)

2015 2014
Present value of obligations at December | $572 % 543
Current service cost 7 7
Interest cost 21 24
Contnbutions from employees 1 1
Benefits pard (18) (17
Past service cost - 2
Actuanal losses on plan habilities 18 37
Exchange movements (22) (25)
Present value of obligatiuns at November 30 $ 579 % 572

The sensiuvity of plan habilities to changes in centain key assumpuons were as follows
- 05% reduction 1n the discount rate results 1 an increase of $55 mullion,

- 05% wncrease in inflation rate results in an increase of $41 mullion and
- I year ncrease in ife expectancy would result in an increase of $19 mullion
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Changes in the {air value of these plans® assets were as follows (in multions)

015 2me
Fair value of plans’ assets at December | $ 583 § 537
Interest income on plan assels 22 3
Retum on plan asseis greater than discount rate 23 35
Employer comtnbuuons 22 32
Contnbutions from employees 1 1
Benefits pad (18) (17)
Adminisirative expenses 1G] (2)
Gain due to change in share of MNRPF 1 -
Exchange movements (22) (26)
Fair value of plans® assets at November 30 $ 608 $ 583
The actual pains on these plans’ assets in 2015 were $45 mllion (358 mullion n 2014)
These plans’ assets were compnised as follows {sn mullions, except percentages)
November 30,
2015 2014
% %

Equities $ 266 438 § 238 408
Property - - 14 24
Corporate bends 97 160 9% 165
Fixed interest gilis 108 177 116 198
Liability matching investments 137 225 119 205

$ 603 1000 583 1000
Restriction on assets (a) [€1)] 9

5 5718 $ 314

r— o

(a) These assets are restricted because they relate to muluemployer plans
The Company's net pension balance represents substantally all of the Group's funded employee benefit plans
Other Post-Employment Benefits

At November 30, 2015, other post-employment benefit habiliues meluded $7 mullion ($8 milhon at

November 30, 2014) for a deferred bonus agreement to make annual payments to a former executive director
through 2019 In addition, under Italian employment legislaton Costa 15 required to mantain a staff leaving
indemnity Under the indemnity employees are entitled to receive a payment, calculated by reference to their
length of service and salary up to December 31, 2006, if they cease employment with Costa These payments are
not conditional on employees reaching normal retirement age and {ollowing amendments to the legislation
gencrate no further benefit accrual after December 31, 2006 At November 30, 2015, Costa had accrued a
biability of $8 mullion ($11 rmllion at November 30, 2014)

Defined Contnibution Plans

The Group has several defined contnbution plans available to most of its shore staff employees Dunng 2015, the
Group expensed $9 mmilion ($8 mulhon in 2014) for these plans
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NOTE 19 - Key Management

The eggregate compensation of the Group’s key management was as follows (in millions)

Years Ended November 30,
2015 2014
Fees $ 1 $ 1
Salanes and benefits 2 2
Performance related bonuses 3 4
Total short-term employment benefits 8 7
Share-based compensation 7 8
$ 15 $15

The key management, which consists of the Board of Directors, has responsibihity and authonty for controlling,
directing and planming Carmuval pic’s activiies Theuwr aggregate compensation includes amounts paid by both
Carmival Corporation and Carnival ple

During 2015 and 2014, there were no exercises of share options by executive directors of Carmival pic ordinary
shares Further detuls on Directors’ remuneration, including RSA, RSU, PBS and MBS awards, share opticns
and pension enutlements, are set out in Parts | and i of the Carmival plc Directors’ Remuneration Report
NOTE 20 - Employees

The average number of our employees was as follows

Years Ended November 30,
2015 2014
Shore swaff 6,571 6,493
Sea staff 29,892 29,112
36,463 35,605

The aggregate payroll and related expenses included in both cruise operaling expenses and selling and
admunistrative expenses were as follows (in millions)

Years Ended November 30,
2015 2014
Salaries, wages and benefits $ 860 $ 838
Social secunty and payroll taxes 52 33
Pensions 19 27
Share-based compensation 9 10
$ 940 $ 930

Share-based compensauon mcluded $0 2 mullion 1n 2015 and 2014 that were recharged by Carmival Corporation
1 respect of RSU, PBS and MBS awards, and opt:ons granted over Camival Corporation common stock to
certaan U S -based Carmival ple Group emplayees

Equity Plans

We 1ssue our share-based compensation awards under the Carmival plc stock plan, which has 8 2 nullon shares
available for future grant at November 30, 2015 This plan allows us to 1ssue ume-based share (“TBS") awards,
(which include restricted stock awards (“RSA™) and restricted stock umts (“RSU™)), performance based share
(“PBS™) awards and market based share (“MBS™) awards and stock options (collectively “equity awards™)
Equity awards are principally granted to management level employees and members of our Boards of Directors
The plans are admimstered by a commuttee of our independent directors (the “Commuitee™) that determenes
which employees are eligible to participate, the monetary value or number of shares for which equity awards are
to be granted and the amounts that may be exercised or sold within a specified tern These plans allow us o
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fulfil] our equity award obhigatrons using shares purchased in the open market or with umssued or treasury
shares Certain equity awards provide for accelerated vesting 1f we have a change in control, as defined

Our total share-based compensatton expense was $9 rmullion in 2015 ($10 mullion tn 2014), the vast majonty of
which 1s included 1n selling and adnumistrative and the remander 1n cruise payroll and related expenses

TBS, PBS and MBS Awards

Camival plc grants RSUs, whuch all vest at the end of three years and accrue forfeitable dividend equivatents on
each outstanding RSU, 1n the form of addiiona) RSUs, based on dividends declared and have ne voting nghts
The share-based compensauon expense for TBS awards 1s based on the quoted market price of the Camival ple
shares on the date of grant

In 2015 and 2014, the Comnmittee approved PBS awards to be granted to certun key Camival plc executives The
shasre-based compensation expense for these PBS awards 1s based on the quoted market pnce of the Carnival ple
shares, expected total shareholder return rank relative to certain peer companies on the date of grant and the
probabihty of Carmival Corporation & plc annual earmungs target for each year over a three-year penod being
achicved Our 2015 and 2014 PBS awards also have a retumn on nvested capital (“ROIC”) target The PBS
awards granted i 2015 and 2014 provide an oppertunity to earn from zero to 200% of the number of warget
shares underlying the award achieved for each year over a three-year period

In 2014, the Commuttee approved MBS awards to be granted to certain of our semor executives The MBS
awards were valued at 33 rillion 1n 2014 as of the date of the grant The share based compensation expense for
MBS awards were based on the quoted market pnce of the Carmival plc ordinary shares on the date of grant and
the probability of certaun market conditons being achieved One-half of the MBS awards are expensed evenly
aver a three-year period and the remaning half are expensed evenly over a four-year period There were no MBS
awards granted 1n 2015

The Group awarded 211,704 RSUs and 31,563 PBSs at a weighted-average price of £30 93 1n 2015 (252,042
RSUs, 50,778 PBSs and 41,479 MBSs at a weighted-average price of £27 72 1n 2014) pnincipally to cenain
officers and management level employees

Prior 1o granting RSUs, PBSs and MBSs, the Commitiee granted options over erdinary shares, under the Camival
plc 2005 Employee Share Plan and the Camival plc Execuuve Share Option Plan, which have maximum terms of
up to seven years for options granted after October 2006 Opuons granted pnior to October 2006 have maximum
terms of up to ten years The number and weighted-average excrcise pnce of Carnival plc opuons were as
follows

2015 2014
Weighted- Weighted-
average average
Number of exercise Number of exerase
options price options price

Outstanding at December | 257,924 $ 4655 739,707 $ 4582
Exercised (135,650) $ 4454 (17,889) $ 3987
Forfeiled or expired (122,234) § 4495 (463,894) § 4254
Outstanding and exercisable at November 30 - b3 - 257924 $ 4655

The obligations underlytng ine Company’s stock options, RSUs, PBSs and MBSs awards are setiled through the
issuance of Camival ple ordinary shares

NOTE 21 - Related Party Transactions

Graup
During 20135, Holland Amenica Line and Princess purchased land tours from us totalhng $133 mullion ($128
mmlhion 1n 2014) and packaged these land tours for sale with their cruises In addition, duning 2015 and 2014, we

sold $1 mtllion of shore excursions and transportation services to the Carnival Corporation group
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At November 30, 2015, we owed $2 0 bithion (81 5 billion at November 30, 2014) to the Carmuval Corporation
group, which was unsecured and repayable on demand The $2 0 billion hability 1o the Camival Corporation
group a1 November 30, 2015 15 euro-denominated and bears interest ($1 3 billion at November 30, 2014)

During 2015, Fathom, a Group subsidiary, entered into a service agreement with Holland Amenca Line and
Pnncess for the proviston of services relaied 1o building occupancy, customer support, finance, human resources,
nformation technology, legal and revenue operatons During 2015, $0 1 nulhion was purchased from Hofland
America and Princess by Fathom for these services

Wittun the DLC arrangement, there are instances where we provide services to Camival Corporaucn group
compantes, and also where Carmival Corporation group companies provide services lous For example, we
partscipate in Carmival Corporation & pic’s group nsk-shanng programs related to hull and machinery for shups
and crew and guest clams Additional disclosures of related party transactions are discussed in Note 3 of the
DLC Fmancial Statements, which are included in Annex 1, but do not form part of these Carruval plc financial
statermnents

Within our operauonal and orgamsational structure, the key management personnel, as defined under

1AS 24 “Related Party Disclosures,” consists of the Directors of the Company Details of the Directors’
remuneranon are provided in the Carmival ple Directors® Remuneration Report and any relevant ransactions are
given m the “Certam Relatonships and Related Party Transactions” sectton, both of which are imcluded within
the Proxy Statement The aggregate emoluments of our key management are shown 1n Note 19

Company

At November 30, 2015 and 2014, Carmival Corporation owned 1,115,450, or 0 5% of the Company's ordmary

shares, which are non-voung Duning 2015 and 2014, CIL did not purchase any ordinary shares of Carmival plc
At November 30, 2015, CIL owned 25,792,144 or 11 9% (30,848,634 or 14 3% at November 30, 2014) of the

Company's ordinary shares, which are also non-voting

During 2015, CIL sold 5 1 nullicn of Carnival plc ordinary shares for net proceeds of $264 mllion Substanually
all of the net proceeds from these sales were used to repurchase 5 1 million shares of Carmval Corporation
common stock Carnival Corporation sold these Carmival ple ordinary shares owned by CIL only 16 the extent it
was able 1o repurchase shares of Camival Cerporstion common stock 1n the U S marke1 cn at least an equivalent
basis

In both 2015 and 2014, Camival Corporation and CIL recerved dividends on thear Camival plc ordinary shares in
the aggregate amount of $32 milhion

Durmg 2015, the Company had mult-year shup charter agreements with Princess and Carmval Cruise Line for
five (2014 four ships) and one of their ships, respectively, for us to operate year-round in Austrahia and/or Asia
Since Scptember 2014, Carnival Crise Line began tume chartering another ship to us that operated seasonally
from Australia Both the year-round and seasonal chariers arc accounted for as operaung leases Prcess and
Carnival Cruise Line are subsidianes of Carmival Corporation The total charter payments in 2015 were $570
mitlion ($444 mallion in 2014), which were included in other ship operaling expenses

In October 2015, P&O Cruises {Australia) purchased Ryndam and Statendam, which each have a passenger
capacity of 1,260, for an aggregate of $243 mullion from Holland Amenca Line and renamed them FPacific Ana
and Pacific Eden, respectively

Dunng 2015, the Company conunued to provide a guarantee to the MNOPF for ceriamn employees who have
transferred between subsidianes of the Company

The key management personnel of the Company comprise members of the Boards of Directors Except for some
share-based compensation and some fees for UK-based services, the Directors did not receive any remuneration
from the Company 1n 2015 and 2014, as their emoluments were borne by other companies within the DLC
Details of the Company’s share-based compensation to Directors are disclosed 1n the Carmival ple Directors’
Remuneration Report, which 15 included in the Proxy Statement Fhe Company did not have any transacuons
with the Directors duning 2015 and 2014, other than those discussed i our Directors” Remuncrauons Report

105




Transactions with Subsidiartes

The Company enters into loans with sts subsidianes at floating rates of interest, generally at rates agreed 1o
between the parties from time to ume At November 30, 2015, the Company had a recervable from nis subsidiary
totalling $212 mullion of a floatng rate curo-denomunated loan ($62 mullion at November 30, 2014) In addiuon
at November 30, 2015, the Company had net receivables of $8 mullion from 1ts subsidianes, which are callable
on demand ($15 mullion of net receivables callable on demand at November 10, 2014)

NOTE 22 - Commitments
Group

At November 30, 2015 ncluding ship construction contracts entered into through February 19, 2016, we had nine
ships under contract for construction with an aggregate passenger capacity of 39,944 lower berths with four for
AIDA, four for Costa and one for P&O Cruises (Australia) The esumated total cost of these ships 15 $7 3 bilhon,
which includes the contract pnces with the shipyards, design and engineenng fees, capialised interest,
construction gversight costs and vanous owner supplied items We have paid $0 3 ballion through November 30,
2(}15 and our remaining cruise ship commutments, aggregated based on each ship’s delivery date, are expected to
be $0 3 billion 1n 2016, 50 4 billion 1n 2017, $1 0 tallion i 2018, $2 5 billion in 2019 and $2 8 bellion 1n 2020

Future miumum lease and port facility commiutments, aggregated based on the lease and port facility expiration
dates, for noncancellable operating leases and port facility agreements were as follows (1n millions)

November 30,

Fiscal 215 2014
2015 s 567
2016 $ 650 9
2017 3 6
2018 16 15
2019 3 11
2020 11 5
Thereafier 449 460
Total $ L1328 1,073

Company

At November 30, 2015, the Company had $742 nulhen ($751 mullion in 2014) of contracted capual

commitments relating to ship construction contracts Ship capital commutments included contract payments 1o the
shipyards, design and engineenng fees, capitalised interest, construction oversight costs and various owner
supplied rtems

NOTE 23 - Contingent Liabilities

The cross guarantees provided 1o and from Camival Corporation as a result of the DLC arrangement, as further
discussed within Notes 3, 6 and 11 of the DLC Financial Statements, which are included in Annex 1, but do not
form part of these Carmival plc financial statements and within the Business Review section of the Strategic
Report, provide that Carmival plc has guaranteed all Camival Corporation’s indebtedness and certain other of
therr menetary oblrganons and Carmival Corporation has provided simular guarantees to Camival ple

Some of the debt contracts that we enter into include indemnification provistons that obligate the Group 1o make
payments to the counterparty 1f certain events occur These contingencies generally relate to changes 1n taxes and
changes in laws that increase lender capital costs and other simular costs The indemmfication clauses are often
standard contractual terms and were entered into in the normal course of business There are no stated or nouonal
amounts included 1n the indemnification clauses, and the Group 1s not able to esumate the maximum potential
amount of future payments, if any, under these sndemmfication clauses The Group has not been required o
make any material payments under such indemmification clauses n the past and, under current circumstances, we
do not believe a request for matenal future indemnification payments ts probable

As a result of a January 2012 ship incident, lingation claums and invesugatiens, including, but not ltmited to,
those ansing from persanal injury, loss of or damage to personal property, business interrsption losses or
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environmental damage to any affected coastal waters and the surrounding arcas, have been and may be asserted
or brought against vanous parties, including us The ulttmate outcome of these matters cannot be determined at
this ume However, we do not expect these matters to have a sigmficant impact on our resulls of operations
because we have insurance coverage for these types of third-party ¢laims

Addwonally, in the normal course of our business, vanous claims and lawsuits have been filed or are pending
agamst us Most of these claams and lawsuns are covered by msurance and, accordingly, the maximum amount of
our habihity, net of any insurance recoverables, 1s typically hmated to our self-insurance reiention levels
Management believes the ulumate outcome of these claims and lawsuits will not have a matenal impact on the
Group and Company financial statements

NOTE 24 - Finanaial Instruments
Fair Value Measurements

IFRS establishes a fair value luerarchy that pnontises the inputs used 1o measure fair value The hierarchy gives
the hughest prionity 10 unadjusted quoted prices in acuve markets for identical assets or hiabilities (Level 1
measurement) and the lowest pnonty 1o unobservable wnputs (Level 3 measurement) This huerarchy requires
entities to maxinuse the use of observable inputs and minmmuse the use of unobservable inputs The three levels
of inputs used to measure fair value are as follows

* Level 1 measurements are based on unadjusted quoted prices tn acuve markets for 1dentical assets or habiles
that we have the ability to access Valuation of these items does not entul a sigruficant amount of yjudgment

* Level 2 measurements are based on quoted prices for similar assets or habilittes in acuve markets, quoted
prices for idenucal or simslar assets or liabilities (n markets that are not acuve or market data other than quoted
prices that are observable for the assets or Labilities

+ Level 3 measurements are based on unobservable dala thai are supported by little or no market activity and are
signuficant to the fair value of the assets or iabilities

There were no transfers between Level 1, Level 2 and Level 3 dunng 2015 and 2014 The fair value 15 the price
that would be received to sell an asset or paid to transfer a bability in an orderly transaction between mdependent
and knowledgeable market parucipants at the measurement date Therefore, even when market assumptions are
not readily available, our own assumptions are set to reflect those that we believe market participants would use
in pricing the asset or Liability at the measurement date

The fair value measurement of a financial asset or financral kability must reflect the nonperformance nsk of the
counterparty and us Therefore, the impact of our counterparty’s creditworthiness was considered when 1n an
asset posiiion, and our creditworthiness was considered when 1n a liabality posttion in the fair value measurement
of our financial instruments Creditworthiness did not have a sigmificant impact on the fair values of our financial
instruments at November 30, 2015 and 2014 Both the counterparues and we are expected to contnue to perform
under the contractual terms of the instruments Considerable judgment may be required in mterpreung market
data used to develop the esumates of fair value Accordingly, certain estimates of fair value presented herein are
not necessanly indicative of the amounts that could be realised 1n a current or future market exchange

The fair value of cross guarantees within the DLC arrangement (see Note 23} are not signuficant at November 30,
2015 or 2014, and are not expecied to result in any matenal loss
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Financal Instruments that are Not Measured at Fair Value on a Recurning Benis

Financial assets were as follows (in mullions)

Group
November 30, 2015 November 30, 2014
Fair Value Falr Value
Carrying Carrying
Value Levell Level2 Level3 Value Levell Level2 Leveld
Cash and cash equivalents {a) $ 136 5 136 § -8 - §$ 129 %129 8 - § -
Long-term other assets (b) 3 - - 3 14 - - 13
$ 139 136 § -§ 35 143 $1290 § - § 13
Company
November 30, 2015 Novemnber 30, 2014
Fair Value Fair Value
Carrying Carrying
Veolue Levell Level2 Leve!3 Value Level 1 Level2 Level 3
Cash and cash equivalents (a) $ 62 § 62 § - $ -5 43 3% 43 8§ - 8 -
$ 62 § 62 % - $ - § 4 % 43 8§ - § -

(2) Cash and cash equivalents are compnised of cash on hand Due to their short matunties the carrying values
approximate therr fair values

(b) At November 30, 2015 and 2014, long term other assets were substantially all comprised of notes receivable
The farr value of our note receivable was estimated using a nsk-adjusted discount rate
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The carrying and esumated fair values of debt were as follows (1n millions) (a)

Group
November 30, 2015 November 30, 2014
Fair Value Fair Value
Carrying Carrying
Value Levell Level2 Levell Value Levell Level2 Level 3
Floating rate
Euro export credit facihiies 51,387 § - 51,402 § - $1270 % - $1,226 $ -
Bank loans 150 - 149 - 150 - 149 -
Euro bank loan - - - - 249 - 248 -
Short-term euro bank loans 30 - 30 - 14 - 14 -
51,567 $ - $1,581 § - $1.6383 $ - 51647 % -
Fixed rate
Bearing interest at 3 0% 10 3 9% $ 295 § - 353278 - $ 39 § -5 4288 -
Bearing interest at 4 0% to 6 9% 327 - 358 - 430 - 466 -
Beaning interest at 7 0% to 7 9% 131 - 145 - 153 - 178 -
$ 753 % - § 830 § - $919 § - $1,072 § -
Company
Floating rate
Euro export credit facilities $1,271 ¢ - $1,284 § - 81,021 $ - $1090 § -
Euro bank loan - - - - 249 - 248 -
Bank loans 150 - 149 - 150 - 149 -
$1.421 $ - $1433 % - $1.520 % - $1487 $ -
Fixed rate
Bearing interest at 3 0% to 3 9% $ 160 § -$ 176 % - % 221 % - %239 % -
Beanng interest at 4 0% to 6 9% 199 - 210 - 263 - 279 -
Beanng mnterest at 7 0% to 7 9% 131 - 145 - 153 - 178 -
$ 490 § - § 531 % - $ 637 § - 3 69 § -

(2) Debt does not include the smpact of mterest rate swaps The net difference between the fair value of our fixed
rate debt and 1ts carrying value was due to the market interest rates 1n existence at November 30, 2015 and
2014 being lower than the fixed mterest rates on these debt obligations, including the impact of any changes
in our credit raungs At November 30, 2015 and 2014, the net difference between the far value of our
floating rate debt and 1ts carrying value was due to the market mterest rates in existence at November 30,
2015 being shightly lower (shghtly hugher at November 30, 2014), than the floatng interest rates on these
debt obligations, including the impact of any changes 1n our credit ratings The fair values of our publicly-
traded notes were based on their unadjusted quoted market prices in markets that are not sufficiently active to
be Level 1 and, accordingly, are considered Level 2 The fair values of our other debt were estimated based
on appropnate market interest rates being applied to this debt
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The sumunary of the matunity profiles of the financial iabihiues at November 30, 2015 and 2014 was as follows

(n mullions)
Group
There-
2015 2016 2017 2018 2019 2020 after Total
Floauing rate detn $ 188 $306 $156 $148 $139 $739 %1676
Fixed rate debt 233 143 16t 103 63 159 _ 862
Undiscounted cash flow obligauons of debt, including
future interest 421 449 317 251 202 898 2,538
Amounts owed to Carmyval Corporation group 2,039 - - - - - 2,039
Claims reserve (a) 151 - - - - - 151
Trade payables, accrued hiabiliues and other 657 - - - - - 657
Other habiliues - 25 21 18 15 33 112
At November 30, 2015 $3,268 5474 $338 $269 $217 §931 $5497
—— — — —— r— — —
There-
2014 2015 2016 2017 2018 2019 after Total
Floaung rate debt $ $292 $142 $143 $131 $689  $1,803
Fixed rate debt 174 261 156 183 114 261 1,149
Undiscounted cash flow obligations of debt, including
future interest 580 553 298 326 245 950 2,952
Amounts awed 10 Cartuval Corporation group 1,513 - - - - - 1,513
Claims reserve (a) 178 - - - - - 178
Trade payables, accrued habiliies and other 730 - - - - - 730
Other hizbiliues - 93 26 23 22 38 202
At November 30, 2014 $3.00F $646 $324 $349 $267 5988  $5,575
—— —— == —_— — —— ——

(a) Pnmanly all of our claims reserve relate to crew, guest and other third-party clams from a January 2012 ship

_—— = s == e

mcrdent
Company

2015 2016 2017 2018
Floating rate debt $ 146 35294 $145
Fixed rate debt 194 105 125
Undiscounted cash flow obligations of debt, including

future mterest 340 399 270
Amounts owed 10 Carmuval Corporation group 2,057 - -
Trade payables, accrued Liabilites and other 3o - -
Other liabilites - 11 6
At November 30, 2015 $2,706 $410 $276
2014 2015 2016 2017
Floaung rate debt $ 378 $278 $128
Fixed rate debt 127 215 111
Undiscounted cash flow obligations of debt, including

future interest 505 493 239
Amounts owed to Camtval Corporation group 1,328 - -
Trade payables, eccrued liabilities and other 251 - -
Other habilities - 22 7
At November 30, 2014 52,124 $515 $246

There-
2019 2020 afiter Total
$136 $127 $671 31,519
67 29 _28 548
203 156 699 2.067
- - - 2,057
- - - 309
4 3 9 11
3207 3159 B 34466

There-
2018 2019 after Total
$128 $116 $595 51,623
140 73 66 732
268 189 661 2,355
- - - 1,328
- . - 291
6 4 ] 50
$274 5193 8672 54,024
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Substantialty all financial habihiues are held at amortised cost The farr values of our financial habilities not
included 1n the 1able above approximate their book values

As noted below the Group’s hquadity 15 considered on a consolidated Carmival Corporation & ple basis Included
1n the “Future Commitments and Funding Sources” section within the Business Review secuion of the Strategic
Repont 15 a schedule of the matunty profiles of the recorded and unrecorded contractual cash obligations of
Carmuval Cerporation & plc a1 November 30, 2015

Financial Instruments that are Measured at Fair Value on a Recurnng Basis

The estimated fair value and basis of valuation of our financial instrument assets and (habilitzes) that are
measured at fair value on a recurnng basis were as follows (in mallions)

Group
November 30, 2015 November 30, 2014
Level ¥ Level 2 Level 1 Level 2
Assets
Cash equivalents (3) $ 685 $ - ¥ 88 h] -
Marketable securities held in trust (b) 3 ) 3 - $1 s -
Denvatives
Net investment hedges (c) 3 - 3 14 b J $ 12
Liabilities
Denvatives
Interest rate swaps (d) $ - 3 (29 $ - $ (28)
Foreign currency zero cost collars (e) § - § - 3 - $ (D
Company
Assels
Cash equivalents (a) $ 669 $ - $ 6 $ -
Denvatives
Net investment hedges (c) 5 - $ 14 $ - $ 12
Liwabilities
Denivauves
Interest rate swaps (d) $ - $ (29 $ - $ (28)
Foreign currency zero cost collars (e} s - 8 - $ - s

(a) Cash equivalents are compnsed of money market funds

(b) At November 30, 2015 and 2014, marketable secunties held in trusts were comprised of Level | bonds,
frequently-pnced mutua) funds invested in common stocks and money market funds

{c) At November 30, 2015, we had foreign cumrency forwards totalling $44 nullion ($403 nullion at November 30,
2014) that are designated as hedges of our net (nvestraents in foreign operations, which have a euro- denomnated
functonal currency At November 30, 2015, these foreign currency forwards settle through Fuly 2017

(d) At November 30, 2015 and 2014, we had euro interest rate swaps designated as cash flow hedges whereby we
receive floabing interest rate payments 1n exchange for making fixed interest rate payments At November 30,
2015, these interest rate swap agreements effectively changed $418 million (8546 rmull:on at November 30,
2014) of EURIBOR-based floating rate curo debt 1o fixed rate euro debt These interest rate swaps settle
through March 2025

(c) At November 30, 2014, we had fureign currency denvalives consisuing of foreign currency zero cost collars
that are designated as foreign currency cash flow hedges for a portion of our euro-denonunated ship building
paymenits totalling $550 muliion

We measure our derivauves using valuauons that are calibrated to the mstral trade prices Subsequent valuatons
are based on observable inputs and other vanables included in the valuation model such as mterest rate and yieid
pnce curves, forward currency exchange rates, crecit spreads, maturity dates, volauliies and netting
arrangemenis We use the income approach to value denvatives for foreign currency options and forwards and
interest rate swaps using observable market data for all sigmficant inputs and standard valuatton techmiques to
convert future amounts to a single present value amount, assurung that paricipants are motivated, but not
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compelled to transact We also corroborate our fair value estimates using valuations provided by our
counterparties

Our denvahive contracts include nghts of offset with our counterpariies We have elected to net certain of our
denvative assets and liabiliies withun counterparties The amounis recognised withun assets and babilities were
as follows (in nullions)

November 30, 2015

Total Net
Gross Amounts Gross
Amounts Presented .in  Amounts not
Gross Offsetinthe the Balance Offset in the
Amounts Balance Sheet Sheet Balance Sheet Net Amounts

Assets 514 $- 314 $ - 514
Liabilittes $24 $ - $24 $ - $ 24
November 30, 2014
Total Net
Gross Amounts Gross

Amounts Prescnted in  Amounts not
Gross  Offsetin the the Balance Offset in the
Amounts Balance Sheet Sheet Balance Sheet Net Amounts

Assets 514 $(2) $12 $ - $ 12
Liabihues $31 $(2) $29 $ - $ 29
Capital Management

Within the DLC arrangement, the conschdated Camval Corporaton & ple group's primary financial goals are to
profitably grow tts cruise business and itcrease sts ROIC, reaching double digit retums in the next two to three
years, while mamntaining a strong balance sheet Their ability to generate sigmificant operating cash flows allows
Camuval Corporaiion & plc to internally fund s caprtal invesiments Carmival Corporation & plc’s goal 1s to
retum excess adjusted free cash flows to its shareholders in the form of addittonal dividends and/or share
buybacks In addition, Carmival Corparation & plc 1s commutted to maintaning its strong investment grade credit
ratings, which are among the highest in the lessure travel industry Other objectives of 1ts capatal structure policy
arc to mamntan a sufficient level of hqudity with its available cash and cash equivalents and commutted
financings for immediate and future hquidity needs, and a reasonable debt matunty profile that is spread out aver
a number of years The Group manages its capital on a consolidated Carmival Corporation & ple basis, applying
US GAAP For addiuonal information see the “Liquidity, Financial Condiuon and Capital Resources™ secuon
within the Business Review section of the Strategic Report

The net debt to capnal rauo of the Group at November 30, 2015 and 2014 was caleulated as follows (in malhons)
2015 2014

Total debt $ 2320 $ 2662
Less cash and cash equivalents (821) (217)
Net debt 1,499 2,445
Sharcholders’ equity 8,244 8,754
Total capatal $ 9743 % 11,199
Net debt to capital mtie 154% 21 8%

At November 30, 2015, the net debt to capital rao for the consolidated Carnival Corporatton & plc group,
applymg U S GAAP and prepared on the same basis as above, was 23 7% (26 5% at November 30, 2014)
Substanually all of cur Group and Company debt agreements, including our Facihity, contam one or more
financial covenants that require us, among other things, to maintain ounimum debt service coverage and
mirumum shareholders’ equuty and to limit our debt to capital and debt (o equity ratios and the amounts of our
secured assets and secured and other indebtedness Generally, 1f an event of default under any debt agreement
occurs, including those held by Carmival Corporauon, then pursuant to cross default acceleration clauses,
substanually all of our outstanding debt and denvative contract payables could become due, and all debt and
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denvative contracts could be termunated At November 30, 2015, we belreve we were in compliance with all of
our debt covenants

Liquidity Risk

Within the DLC arangement, biqusdity and biquidity nsk 1s assessed on a consolidated Carmival Corporation & ple
basis and there are cross guarantees between the (wo parent companies that result in there betng lintle substanuve
difference 1n the availability of debt financing for either Carmival Corporation or Camival plc Typically, the
Carmval Corporation & pic debt financing agreements allow for either Carmuval Corporation or Carmival ple (o draw
under the facilines, with the non-borrowing parent as guarantor For additonal information see the “Liquidity,
Financial Condition and Capital Resources™ section within the Business Review section of the Strategic Report

As noted 1n the “Future Commitments and Funding Sources™ section within the Business Review section of the
Strategic Report, at November 30, 2015 the consolidated Carmival Corporation & ple group had liquudity of $10 4
billion Carmval Corporation & ple’s hiquidity consisted of $1 2 billion of cash and cash equivalents, which
excludes $226 milhion of cash used for current operations, $2 8 billion available for borrowing under their
revolving credit facilities, and $6 5 billion under thewr commtted future financings, which are compnsed of ship
export credit facilities

Interest Rate Risk

Withun the DLC arrangement, consohidated Camival Corporaion & ple manages its exposure to fluctuauons in
interest rates through its debt portfolio management and investment strategies They evaluate their debt porifolio
1o determune whether to make periodic adjustments 1o the mux of fixed and floating rate debt through the use of
nterest rate swaps and the issuance of new debt or the early reurement of existing debt

The interest rate profiles of the book value of financial asseis and (habilines) at November 30, 2015 were as
follows (in millions)

Group
There-
2016 2017 2018 2019 2020  after Total
Floating rate
Cash and cash equivalents $821 § -8 -5 -% - 3% -8 82
Euro export crednt fzciities (148) (146) (146) (138) (126) (683) (1,387)
Bank loans - (150) - - - - (150)
Short-term euro bank loans (30} - - - . - {30)
$ 643 § (296) $(146) § (138) $ (126) $ (683) § (746)
Fixed rate
Beaning mterest at 3 0% 1o 3 9% $ (45) S (4D) S (4) S (O) S (40) B (9D) $ (295)
Beanng mterest at 4 0% 10 5 9% (81} an (50) (50) (14) (55) (327)
Beanng interest at 6 0% to 7 9% {BO) - (51) - - - (131)
$(206) $ (1I7) $(141) $ (90) $ (54) § (145) $§ (753)
Company
Floatmg rate
Cash and cash equivalents $731 8 - % - % - § - § - % 731
Euro export credit facthues (137) 36y <137 (126)  (1t6) (619  (1,271)
Bank loans - (150) - . . - (150)
$ 594 $ (286) $(137) $ (126) $ (116) § (619) $ (690)
Fixed rate
Beanng interest at 3 0% to 3 9% S COHS 2N ()% (26085 2SS 25 % (160)
Beanng interest at 4 0% to 5 9% (66) ehH (35 (3s) - - (199}
Beanng nterest at 6 0% 10 7 9% (80) - (51) - - - (L3

$(76) § (90) S(11)) $ (61) § (27 § (25) § (490)
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The interest rate profiles of financial assets and (liabilities) at November 30, 2014 were as follows (1n mullions)

Group
There-
2015 2016 2017 2018 2019 after Total

Floating rate
Cash and cash equivalents $ 217 3 - S - 8 - § - $ - 8 217
Euro export credit facidiues (132)  (130) (1300  (130) (118) (630) {1,270)
Euro bank loan (249) - - - - - (249)
Bank loans - (150} - - - - {150)
Shor-term euro bank loans (14) - - - - - (14)

$ (178) $ (280) $ (130) $ (130) S (118) § (630) $ (1,466)
Fixed rate
Beanng interest a1 3 0% 10 3 9% $ (52) $ (4B) S (4B) $§ (4B) 5 (48) S (I152) $  (396)
Beanng wterest at 4 0% o 5 9% (83) (30) (80) (52) (52) (83) (430)
Beanng interest a1 6 0% 1o 7 9% 2) 92) - (59} - - (153)

$ (137) $ (220) $ (128) § (159) S (100) $(235) § (979)

Company

Floatung rate
Cash and cash equivalents $ 107 % -% -% -% -5§% -8 107
Euro export credit facilities 19 (1Y) (1T (117 (106)  (545)  (1,12D)
Euro bank loan (249) - - - - - (249)
Bark loans . (150) - - - - {130)

$ (261) $ (267) $ (117) $ (117) $ (106) § (545) § (1,413)
Fixed rate
Beaning nterest at 3 0% to 3 9% $ GHS GDS G1NS GBS AN § 63y 8 (221D
Beaning tnterest at 4 0% 10 5 9% (66) {63) (63) (36) (35) - {263)
Beanng interest at 6 0% to 7 9% (2) (92) - {59) - - (153)

$ (102) § (186) § (94) $(126) $ (66) $ (63) & (637

Camival Corporauon & plc has fixed and floating rate debt and uses interest rate swaps to manage its interest
rate exposure in order to achieve a desired proportion of fixed and floating rats debt Based upon a 10%
hypotheucal change in the November 30, 2015 market interest rates, their annual nterest expense on floating rate
debt would change by an insigruficant amount Substantially all of Camival Corporation & pic’s fixed rate debt
can only be called or prepad by incurring costs, therefere, 1t 1s unhikely they will be able to take significam steps
n the short-term to mitigate thetr fixed rate debt exposure 1n the event of a significant decrease in market mterest
rates For additional information sec the Business Review section of the Strategic Report and Note 11 of the DLC
Financial Statements, which are included 1n Annex L, but do not form part of these Carmival plc financial
stalements

Foreign Currency Exchange Rate Risks

We manage our exposure to fluctuations in foreign currency exchange rates through our normal operating and
finaneing activities including netung certan exposures to take advantage of any natural offsets and, when
considered appropnate, through the use of denvatve and nondenvative financial instruments, such as foresgn
currency forwards, options and swaps, foreign currency debi cbligations and foreign currency cash balances Qur
pnmary focus 1s to manage the economic foreign currency exchange nisks faced by our operations, which are the
ulumate foreign currency exchange nsks that would be realised by us 1f we exchanged one currency for enother,
and not accounting risks While we will conuinue to monitor our exposure to these economic nsks, we do not
currently hedge our foreign currency exchange nisks with denvauive or nondenivative financa) instruments, with
the exception of certain of our ship comrutments and net investments i foreign operaucns The financial
mmpacts of the hedging instruments we do employ generally offset the changes n the underlying exposures bemng
hedged
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Operational Currency Risk

Our European and Austrahian cruise brands generate significant revenues and incur significant expenses in their
euro, sterling or Austrahan dollar functional currency, which subjects us to “foreign currency translatienal™ nsk
related 10 these currencies Accordingly, exchange rate fluctuations of the euro, sterhng and Australian dollar
agamnst the U § dollar will affect our reported financial results since the reporing currency for our consolidated
financial statements 1s the U S dollar Any strengthening of the U S dollar against these foreign currencies has
the financial statement effect of decreasing the U S dollar values reporied for these cruise brands’ revenues and
expenses Any weakemng of the Ui S dollar has the opposite effect

Substanually all of our brands also have non-functional currency nsk related to their internationzl sales
operations, which has become an increasingly larger part of most of their businesses over tume, and principally
includes the euro, sterling and Australian, Canadian and U 8 dollars In addiuon, all of our brands have non-
functional currency expenses for a portion of their operating expenses Accordingly, we also have “foreign
currency transactronal” nisks related to changes in the exchange rates for our brands’ revenues and expenses that
are in a currency other than therr funcuonal currency However, these brands’ revenues and expenses in nen-
funcuonal currencies create some degree of natural offset from these currency exchange movements

Based on a 10% hypothetical change 1n all cusrency exchange rates that were used 1n Carmival Corporation &
pic’s December 18, 2015 guidance, Cartuval Corporation & plc esumate (including both the foreign cumency
translational and transactional impacts) 1ts adjusted diluted carnengs guidance would change by $0 30 per share
on an annualized basis for 2016 For additional information see the Business Review section of the Strategic
Report and Note 11 of the DLC Financial Statements, which are included in Annex 1, but do not form part of
these Carmival ple financial statements

Investment Currency Risk

Al November 30, 2015, substantally all of the Group net operating assets were denominated 1n ewros, sterling
and Austrahian dollars As a result of this currency composition, the Group’s U S dollar consolidated balance
sheet can be affected by currency movements The Group parually mitigates the effect of such movements by
entering into foreign currency forwards and having some borrowmgs 1n the same currencies as those in which the
assets are denomunated

The exchange rates for each of our major currencies as of and for the year ended November 30, 2015 and 2014
were as follows

2015 2014
£USS ewro:USS$S Aus:USS £:USS$ eura:USS$ AusiUSS$
November 30 exchange rates 150 106 072 156 125 085
Average yearly exchange rates 154 1i2 076 165 134 091

At November 30, the fair value of denvatives imcluded mn the Group and Company balance sheets at
November 30, 2015 and 2014 were as follows (in mullions)

2015 2014

Notional Assets Liabiliies Notional Assets Liabilities

Foreign currency forwards- net investment

hedges $ 4 § 14 5 - $ 403 $ 12 0§ -

Debt related interest rate swaps-cash flow
hedge $ 418 - 24 $ 546 - 28
Foreign currency zero cost collars-ships $ - - - $ 550 - 1
$ 14 $ 24 $ 12 $ 29

At November 30, 2015, the Group and Company have $44 mllion of foreign currency forwards that are
designated as hedges of our net investmenis in foreign operations, which have a euro-denominated functional
currency, thus partially offsetting this foreign curency exchange rate nsk Based on a 10% hypothetcal change
inthe US doltar to euro exchange rate as of November 30, 2015 we estinate that these foreign currency
forwards’ fair values would change by $4 mullion, which would be offset by a corresponding change of
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54 rullion i the U S dollar value of our net investments In addition, based on a 16% hypothetical change in the
U S dollar to curo, stering and Australian dollar exchange rates at November 30, 2015, which are the functional
currencies we translate into our U S dollar reporting currency, we estimate our 2015 cumulanve translation
adjustment would have changed by $366 million

There are no amounts excluded from the assessment of hedge effecuiveness, and there are no credit risk related
contingent features n our denvative agreements The amount of estmaled cash flow hedges’ unrealised gains
and losses that are expected to be reclassified to earmungs in the next twelve months 15 not sigmificant
Ineffectiveness ansing on cash flow hedges was not matenal during 2045 and 2014 and, accordingly, all cash
flow hedges were considered effective

Newbuild Currency Risk

Our shipbuilding contracts are typically denomnated 1n suros Qur decisions regarding whether or not 1o hedge a
non-functzonal currency ship commetment for cur crutse brands are made on a case-by-case basts, laking inio
consideration the amount and duration of the exposure, market volaulity, economuc trends, our overall expected
net cash flows by currency and other offsetting nsks We use foreign currency denvative contracts and have used
nondenvative financial instruments to manage foreign currency exchange rates nsk for some of our shup
construction payments

In February 2015, we settled our foreign currency zero cost collars that were designated as cash flow hedges for
the final euro-denomenated shupyard payments of P&O Cruises (UK)'s Brizarvua, which resulted in $33 mullion
being recognised in other comprehensive Yoss dunng 2015

At February 19, 2016, our remaiming newbuild currency exchange rate risk relates (o curo-denominated newbuild
coniract payments, which represent a total unhedged commitment of $0 7 billion

The cost of shipbwlding orders that we may place in the future that 1s denorunated 1n a different currency than
our crutse brands’ or the shipyards® functional currency 15 expected to be affected by foreign currency exchange
rate fluctuations These foreign currency exchange rate fluctuabons may affect our desire to order new cruise
ships Addittonal detail relating to the Group's and Company's financial nsk management objectives and policies
15 included 1n Note 1, the Business Review secuion of the Strategic Report and Note 11 of the DLC Financial
Statements, which are included in Annex 1, but do not form part of these Carmuval plc financial stalements

Credut Risk

As pan of our ongoing control procedures, we momtar concentrations of credit risk associated with financial and
other institutions with which we conduct sigmficant business Our maximum exposure under foreign currency
contracts and interest rate swap agreemenis that are 1n-the-money, which were not material at November 30,
2015, 1s the replacement cest, or contractually allowed offset, in the event of nonperformance by the
counterparttes to the contracis, all of which are cumrentiy our lending banks We seek to minurmse these credut
osk exposures, including counterparty nonperformance primanly associated with our cash equivalents,
vestments, committed financing faciliues, denvauve instruments, insurance contracts and new ship progress
payment guarantees, by normally conducting business with large, well-established financial institutions,
insurance companies and export credit agencies, and by diversifying our counterparuies In additton, we have
guidelines regarding credit ratings and investment maturitzes that we follow to help safeguard hquidity and
minimuse nsk We normally do require collateral and/or guarantees to suppon notes receivable on sigmificant
asset sales, long-term shap charters and new ship progress payments to shipyards We currently believe the nisk of
nonperformance by any of these signuficant counterparties 1s remote

We also monttor the creditworthiness of travel agencies and tour operators in Asta, Australia and Evurope and
credit and debit card providers tv which we extend credit in the normal course of our business, which includes
charter-hire agreements 1n Asia pnor (o sasling Our credit exposure also includes contingent obligations related
to cash payments received directly by travel agents and tour operators for cash collected by them on cruise sales
i Australia and most of Europe where we are obligated to honour our guests’ eruise payments made by them to
their travel agents and tour operators regardless of whether we have received these payments Concentrations of
credit nsk associated with these trade recewvables, charter-hure agresments and contingemt obligatsons are not
considered to be material, principally due to the large number of unrelated accounts within our customer base,
the nature of these conungent cbligations and their short matuniues We have expenienced only minumal credit
losses on our trade receivables, charter-hire agreements and conungent obligauons We do not normally require
coliateral or other secunty to support normal credit sales
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Independent auditors’ report to the members of Carnival plc

Report on the financial statements

Our opinion

In our opiuon, Caruval ple’s Group financial statements and Company financial statements (the “financial
statements”™)

* give atrue and fair view of the state of the Group's and Company’s affairs as at 30 November 2015 and of
the Group’s and the Company’s profit and cash flows for the year then ended, and

« the Group financial statements have been properly prepared in accordance with International Financial
Reporung Standards (“IFRSs") as adopted by the European Umion, and

» the Company financial statements have been properly prepared 1n accordance with Internauonal Financial
Reporung Standards (“IFRSs™) as adopted by the European Unson and as applied in accordance with the
provisions of the Companies Act 2006, and

» have been prepared in accordance with the requirements of the Compames Act 2006 and Arucle 4 of the
1AS Regutation

What we have audited

Carmival ple's financial statements, included within the Annual Report, compnse

the Group and Company balance sheets as at 30 November 2015,

the Group statement of income and statement of comprehensive income for the year then ended,

the Group and Company statements of cash flow for the year then ended,

the Group and Company statements of changes in shareholders’ equity for the year then ended, and

the notes to the financial statements, which include a summary of sigruficant sccountng policies and other
explanatory information

Certain required disclosures have been presented elsewhere in the Carmival plc Annual Report Documents {the
“Annual Report™), rather than in the notes to the financial statements These are cross-referenced from the
financial statements and are :denuified as audited

The financial reporung framework that has been applied in the preparatton of the financial statemnents 15
applicable law and 1FRSs as adopted by the European Union and, as regards the Company financial statements,
as applied 1in accordance with the provistons of the Companies Act 2006

The Carmival Corporation consohidated financial statements for 2015, prepared under U § Generally Accepted
Accounting Pninciples (referred to as either “The Carnival Corporation & ple Annual Report™ or the “DLC
Financsal Statements™), which are included in Annex I of the Carnival plc Strategic Report and IFRS Financial
Statements, as other nformation, do not form part of the Carnival plc IFRS Financial Statements and, as such,
are not within the scope of this opinton
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Our audit approach

Overview

*  Overall Group matenalty $45 mullion, which represents approximately 5% of net
Matenahy mcome before income taxes, adjusted for goodwill imparrment charges, to the
cxtent that they are significant - ...
*  Camval plc has seven operating unsts which fall mto three reporung segments
Three operating uruts were subject to an audit of their complete financial
scope information due to their size |
The areas of audit focus were
+  Rusks of fraud 1n relation to revenue recogmuon
Areaqf +  Impament reviews of AIDA Cruises (“AIDA"), Costa Cruises (“Costa™) and
Cunard goodwill and the carrying value of certain Costa, P&O Cruises (UK)
(“P&O0O (UK)™) and P&O Cruises (Austraha) (“P&O (Australia)”) shups
»  Costa Concordsa ineident (the “2012 ship incident™)

The scope of our uudir and vur areas of focus

We conducted our audit in accordance with Internatonal Standards on Audiing (UK and Ireland) (“ISAs (UK &
Ireland)™)

We designed our audit by detenmmuming matenality and assessing the nisks of matenal misstatement in the
financial statements In particular, we looked at where the Directors made subjective judgements, for example in
respect of sigmificant accounting estimates that mvolved making assumptions and considenng future events that
are inmherently uncertan As in all of our audits we also addressed the nsk of management overnide of tnternal
controls, including evaluaung whether there was evidence of bias by the Directors that represented a risk of
matenal musstatement due 1o fraud

The nsks of matenal missiatement that had the greatest effect on our audit, including the allocation of our
resources and effort, are 1dentified as “areas of focus™ in the table below We have also set out how we tailored
our audit to address these specific areas in order to provide an opimon on the financial statements as a whole, and
any comments we make on the results of our procedures should be read in thus context This 15 not a complete hst
of all nsks 1dentafied by our audit
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Area of focus

How our audu addressed the area of focus

Risks of fraud i relasion to revenue recognnitun

We focused on the bmung of revenue recogrition o the final
months of the accountung year to check that revenue was recorded
1n the correct penod pasticularly for crmses that straddle the
yearend and for revenue that has been receaved in advance of the
ctl-me departure, which 18 deferred until the voyage has taken
place
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We examuned the appropnateness of the Group’s accountng
pohicy surrounding revenue recogmuon and its comphance
with [FRSs 2s adopted by the EU, and tested the application of
thus policy, with paruculat emphasis on the nsks 1dentfied
oppesite

Where appropnate we cvaluated the tntegnty of the relevant
computer systems, such as through performng user access and
programme change control testing We also tesied the
operatng effecuvencss of the internal controls over the
recording of revenue against a specific voyage in the penod
and we checked the Group s cut off straddle adjustment for
voyages where the duration spanned the ycarend by companng
the Director's estimate to data such as voyage departure dotes,
duration, and voyage revenue and cost records

Dunng the year we performed three ship visits to undeztake
walkthroughs of some of the gnboard revenue processes W gan
an understanding of those processes, such as m-house shop, bar
revenue, cash counts, casino revenue and shore excursion
revente, as well os boarding checks, credst cand checks and
onboard account set up The focus 1s mainly on obwning/
updating our understanding of procedures perfonmed onboard

At the yearend we Lested the revenue received an advance of the
cruise talang place with reference to enuse voyage schedules and
a sample of bookings to determune the sppropnateness of relatzd
customer depoxits, which have been deferred

We also tested journal enines posted to revenue accoumts to
wdentfy any unusual or utcgular iterms, and the reconciliations
between the revenue systems used by the Group and its financial
Jedgers

Based on our testing we did not wdentsfy any matenal
msstakements




Area of foc s

How our audu addressed the area of focin

Imparrment reviews of A1DA Costa and Cunard coodwill and the
carrng value of certam Costa P&O (UK) and P& O (Austraha)
ships

The Group holds sigmificant amounts of goodwill and property and
cquipment m the form of shups oa the balance sheet related to its
cnuse brands (“brands”), as detaled 1n Notes 10 and 11 to the
financial stazements The nsk ts that these balances are overstated
and aeed to be impatred

In assessing the carrying volue of goodwill end certaun ships the
Directors are required to make judgements sbout the future
perfarmance of these brands and ships, including whether the
ships wall remain in use or be sold

We focussed on the valuation of AIDA, Costa and Cunard, which
hzad goodwill carrying valuzs of $122 malhion, $301 mulhon and
$165 milhon, respecuvely, as the Europe enuse regron has
continued to expenence coconomuc pressures, which could impact
the headroom previcusly assessed

AIDA’s, Costa’s and Cunard’s goodwill valuauons are dependent
On mantawng or improving net revenue yield’s and operatuonal
umprovemnents As such we focussed on the assumptions the
Directors made about the growth rates un these areas

No goodwill impairment charge was taken as a result of the
Directors’ review

The economuc concitions in the Itahan, UK and Australian regions
led the Directors to evaluate the carrymg volee of cernn Costa,
P&QO (UK) and P&O (Austrahia) ships

The stup valuations are exather dependent on conunuing net
reventic yield growth and operational tmprovements, where the
ship 18 expected to remain 10 use, or for those that arc chartered or
expected to be disposed of the valuation 15 dependent on expected
operatonal cash flows or sale proceeds, respactively As such we
focussed on the assumpuons the Directors made about the growth
ralcs in these areas, the cxpected ability of the charterer/purchaser
to pay amounts due and the expected sale proceeds considenng
recent shup sales 10 assessing the carrying value of vessels

Net impamrment releases of 322 milhon have been taken as a result
of the Directors’ review
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We evaluated the Directors”™ futire cash flow forecasts, the
essumpeons used and the process by which they were prepared,
for AIDA, Cosia and Cunard and for those stups that expenenced
an event that would potenually tngger an impatrmcnd review 1n
the current year, inchuting companng the forecasts to the latest
Board approved strategic plans We evaluated the reascnableness
of the Directors’ forscasts, by assessing thewr histoncal forecasting
accuracy We also evaluated
®  the Directors’ key assumptions for changes to nct
revenue yield, net cruise costs (including fuel pnces),
new ship additons and emantng useful life of the ships,
by companng them Lo current revenue booking and cost
trends, os well as histones) results and econonuc and
external industry data,
L] the long-term growth mites in the forecasts, by companng
thern 1o external industry forecasts,
®  the discount rate applied (o the goodwill assessments by
assessing the cost of capital for the Group, and
L] the discount rate apphied to the ship assessments by
assessing the cost of capital of the brand and the
country
We found the assumptions 0 be consistent with our expectatians,
as a result of performing a sensitvity stress test analysis on each
of the key assumplions, parucularly considenng Lhe expected
growth i net revenue yields ocross therr key markets, changes o
cruise costs, including the impact of fued consumpuion and pnice
changes, new ship nddibons, long-term growth rate, the discount
rate and the remmning hle of the ships and how the actual results
compared to previous forecasts For Costa and Cunard we
consider that lower than expecied growth in the net revenuve
yields, adverse econonuc condstrans or an inatnhty to achaeve the
planned resulis could reasonably be expected to give nse o an
impainment charge in the future Tis 15 consistent with the
Director’s assessment as detarled 10 Note 11
We also considered recent ship sales compared to the carrying
value of the vessels the ability of third parties to pay amounts
due and the hikelihood of the Director's being able to redeploy
ships tato other markets should the need anse, where carrying
velues could be recovered and took 1nto account instances
where this had occurred 1n the past
Based on our tesung we did not 1denufy any matenal
osstatements




Area of focus

How our audit addressed the area of focus

The 2012 ship incident

The Group holds a sigmficant pravision of $132 nulhon and a
targely offsetung msurance recovernble on the balance sheetin
relation 1o tis 2012 ship incident (Notes 12 and 15) The nsk 1s
that these balances are not comecily stated

The Drrectors have had to continue to make judgements about the
exposurt Lo cavironmental site restoration and legad claims as well
s the amounts recoverable under msurance

We continued (o focus on the completentess and accuracy of the
provision recogrused al yearend as well as the valuation of the
carrying value of the insurance recoverable and the associated
presentation in the financial statements

We exam:ned the terms of the environmental site resioration
contract and held independent discussions wath the Group's
iasurance providers regarding the status of the insurance clam
under the contract

1n evatuating the environmental site restovabon costs and incident
related legal clazms from guests and crew, we evahuated the views
of both internal and extemal legal counsel of the Group We also
examined the endence available from the costs incurred (o date
We evaluated the Group's accounting for the insurance claim,
the cash received (o date and considered the collectability of
the msuerance recoverable We also evaluated the Dircctors'
assumpuons relaung to the remaining costs 1o be incurred,
taking into arcount the expecied future costs and reports of the
engeneers contracted by the Group and the isurance providers
Based on this we did not identufy any materal amissions from
the provision and we found that there was evidence o suppon
the Directors’ conclusion that 1t was apprepnate (0 reCOgnIse
the ¢ recoverable on the balance sheet on a gross basis

How we tatlored the audit scope

We tmlored the scope of our audit to ensure that we performed cnough work to be able to give an opinion on the
financtal statements as a whole, taking into account the geographic structure of the Group, the accounting
processes and controts, and the industry 1n which the Group operates

Canuval has seven operating unuts which fall into three reporung segments Three operaung uts, AIDA, Costa and
Carmval UK (Cunard and P&Q (UK)) which contnbute over 90% of net income before income taxes to the Group
results were subject to an audit of their complete financial information, due to their size, by local component audn
teams We visuted the AIDA and Carruval UK operating units to review the component teams” work and we mel local
management As ut relates to the Costa component team we met and reviewed thewr work via the use of video
conferences and Webex's, having performed i person visits to thus team i the prior two years There have been no
sigruficant changes tn the compositton of our Costa component team since our visit in 2014 tn addition specific audit
procedures were performed on certam balances and transactions in respect of cther operating wnts, including the
camying value of certun ships Thus together wath additional procedures performed at the Group level, including
auditing the consolidation, gave us the evidence we needed for our opimon on the financial statements as a whole

Materiality

The scope of our audit was influenced by cur apphcation of matenality We set certain quantitative thresholds for
matenality These, together with qualitalive considerations, helped us to determine the scope of our audit and the
nature, iming and extent of our audit procedures on the individual financial statement Line stems and disclosures
and sn evaluattng the effect of misstatements, both individually and on the financial statements as a whole

Based on our professional judgement, we determuned matenality for the financial statements as a whole as follows

Overall Group mater waliry $45 mullion (2014 $38 mullion)

Approximately, $% of net income before income laxes,
adjusted for the goodwill impairmnent charges, to the extent thag
they are sigmficant

How we determimed 1t

We belreve that net income befare mcame taxes, adjusted for
goodwll imparment charges, w the extent that they are sigmficant,
18 the primary measure used by sharcholders and other users of the
financial statements in assessing the performance of the Group, and
that by excluding ttems (such as goodwill impmrment charges, o
Lhe extent that they are sigmficant), it provides a clearer view on thd
performance of the undedying business

In the pnor year we used an average of net incoms before income
taxes from conunuing operancns of the past four years approach,
as it provided a consistent year-on-year basis for determunng
materiality by considenng the umpact of the 2012 stup incident on)
overall contnung operations dunng this penod and elinunated
the disproparuonate impact of tis incident

Rauonale for benchmark apphed

For each component in our awdit scope, we allocated o
matenality that was tess than our overall Group matenaliy
The range of matenality allocated across componients was

Component matertality

between $33 mullion and $43 milhion
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We agreed with the Audit Commuttee that we would report 1o them nusstatements idenufied dunng our audit
above $2 mullion (2014 $2 million}) as well as misstatements below that amount that, in our view, warranted
reporting for qualitative reasons

Going concern

Under the Listing Rules we are requured to review the Directors® statement, set out on page 66 of the Strategic
Report n relation to going concern We have nothing to report having performed our review

Under ISAs (UK & Ireland) we are required to report to you if we have anything matenal to add or to draw
attention to 1n relatton 10 the Directors’ statement about whether they considered it appropnate (o adopt the going
concern basis in prepanng the financial statements We have ncthing matenal to add or to draw attention to

As noted 1n the Directors’ statement, the Directors have concluded that 1t 1s appropnate to adopt the going
concern basis in prepanng the financial statements The going concern basis presumes that the Group and
Company have adequate resources to remain 1n operation, and that the Parectors intend them to do so, for at least
one year from the date the financial statements were signed As part of our audit we have concluded that the
Darectors’ use of the going cencem basis 15 appropnate However, because not all future events or conditions can
be predicted, these slatements are nol a guarantee as 1o the Group's and Company's ability to continue as a going
concem

Other required reporting

Consistency of other information

Companies Act 2006 opuuon

In our opinzon, the information given 1n the Strategic Repent, included within the Annual Report, and the
Carnival plc Directors’ Report, set out in Annex A to the Proxy Statement, for the financial year for which the
financial statements are prepared 18 consistent with the financial statements

ISAs (UK & Treland) reporiing

Under [SAs (UK & Ireland) we are required to report 1o you if, in our opinion

« nformatson in the Annual Report 1s We have no
- matenially inconsistent with the information n the audited financial exceplions 10 report
statements, or

- apparently matenally incorrect based on, or matenially inconsistent with, our
knowledge of the Group and Company acquired 1n the course of performing

our audut, or
- otherwise musleading
= the statement given by the Directors on page A-9 1n Annex A to the Proxy We have no
Statement, 1n accordance with provision C 1 1 of the UK Corporate Governance excepuons (o report

Code (the “Code™), that they consider the Annual Report taken as a whole to be
fair, balanced and understandable and provides the informauon necessary for
members to assess the Group’s and Company's positon and performance, business
model and strategy 1s matenally inconsistent with our knowledge of the Group and
Company acquired 1n the course of performung our audit

= the section of the Annual Report on pages C-4 10 C-5and C-6 10 C-9in Annex Cto  We have no
the Proxy Statement as required by provision C 3 8 of the Code, descnbing the EXCeptions to report
work of the Audit Comnuttee does not appropriately address matters
communicated by us to the Audit Commuttee
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The Directors’ assessment of the prospects of the Group and of the principal
risks that would threaten the solvency or liguidity of the Group

Under 1SAs (UK & Ireland) we are required to report to you if we have anything matenal to add or to draw
attention 10 1n relatien to
« the Directors” confirmation on page 54 of the Strategic Report, in accordance with  We have nothing
provision C 2 | of the Code, that they have carmied out a robust assessment of the  matenal to add or to
pnincipal nsks facing the Group and Company, including those that would draw attention to
threaten its business model, future performance, solvency or hqudity
= the disclosures on pages 56 to 66 of the Strategic Report that descnbe those risks We have noth:ng

and explaun how they are being managed or mitigated malenal to add or o
draw attention to
* the Directors’ explanation on pages 66 1o 67 of the Strategic Report, in We have nothing
accordance with provision C 2 2 of the Code, as to how they have assessed the matenal to add or to .
prospects of the Group, over what penod they have done so and why they draw attention 1o

consider that penod to be appropriate, and their statement as to whether they have
a reasonable expectation that the Group will be able o conunue in operation and
meet its habiliues as they fall due over the peniod of their assessment, incleding
any related disclosures drawing attention to any necessary qualifications or
assumptions

Under the Listing Rules we are required to review the Directors' staternent on page 54 ~ We have nothing

of the Strategic Report that they have camed oul a robust assessment of the prnincipal matenal to add or to
nsks facing the Group and the Directors’ statement on pages 66 to 67 of the Strategic draw attention (o
Report 1n relation to the longer-term viabiliy of the Group Our review was

substanually less in scope than an audit and only consisted of making inquines and

considering the Directors’ process supporting their statements, checking that the

statements are in alignment with the relevant provisions of the Code, and considenng

whether the statements are consistent with the knowledge acquired by us in the course

of performing our audit

Adequacy of accounting records and information and explanations received

Under the Companies Act 2006 we are required 10 report to you if, m our opinian

*  we have not recesved all the information and explanations we requare for our audit, or

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

«  the Company financial statements and the part of the Directors’ Remuneration Report to be audited are not
in agreement with the accountng records and returns

We have no exceptions to report ansing from this responsibility

Directors’ remuneration

Directors’ Remuneration Report - Companies Act 2006 opinion

in our opiruon, the pant of the Directors’ Remuneration Report 1n Annex B to the Proxy Statement, dated
February 19, 2016, to be audsted has been properly prepared in accordance with the Companies Act 2006

Other Cumpames Act 2006 reporning

Under the Companes Act 2006 we are required to report to you if, in our opimon, cenain disclosures of
Durectors’ remuneration specified by law are not made We have no exceptions to report ansing from this
responsibility

Corporate governance statement

Under the Listung Rules we are required to review the pan of the Corporate Governance Statement relating to ten
further provisions of the Code We have nothing to report having performed our review '
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Responsibilities for the financial statements and the audit

Our responsibilities and those of the Directors

As explained more fully in the Statement of Directors’ Responsibiliies set out on page A-9 1n Annex A to the
Proxy Statement, the Directors are responsible for the preparation of the financial statements and for bemng
satisfied that they gave a true and fair view

Our responsibility s to audit and express an opimon on the financial statements 1n eccordance with applicable
law and [SAs (UK & Ircland) Those standards require us to comply with the Auditing Pracuces Board's Ethical
Standards for Auditors

Thus report, including the opinions, has been prepared for and only for the Company's members s a body 1n
accordance with Chapter 3 of Part 16 of the Compamies Act 2006 and for no other purpose We do not, 1 giving
these opmions, accept or assume respensibility 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 pnor consent i wriung

What an audit of financial statements involves

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient 10
give reasonable assurance that the financial statements are free from matenal mussiatement, whether caused by
fraud or error This includes an assessment of

=  whether the accounung policies are appropriate to the Group's and the Company’s circumstances and have
been consistently applied and adequately disclosed,

«  the reasonableness of significant accounting estzmates made by the Directors, and

»  the overall presentation of the financial statements

We pnmanly focus our work in these areas by assessing the Directors’ judgements agamst avallable evidence,
formung our own judgements, and evaluating the disclosures in the financial statements

We test and examune information, using sampling and other auditing techniques, to the extent we consider
necessary to provide 2 reasonable basis for us to draw conclusions We abtain audit evidence through testung the
effectveness of controls, substantive procedures or a combination of both

In addition, we read all the financial and non-financial information in the Annual Report 10 1dentify matenal
inconsistencies with the audued financial statements and to :dentify any information that 1s apparently matenally
incorrect based on, or matenally inconsistent with, the knowledge acquired by us 1n the course of performung the
audit If we become aware of any apparent matenal messtatements or inconsistencies we consider the
implications for our repon

o
Nicholas Smth (Senior Statuiory Auditor)
for and on behalf of PncewaterhouseCoopers LLP
Chartered Accountants and Statutory Audniors
London
19 February 2016
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COMPANY

Carmival Corporauon & plc 15 the largest leisure ravel company in the world, and among the most profitable and
financially strong We are also the largest crmse company having carned 47% of global cruise guests and a
leading provider of vacations to all major crse destinations throughout the world We operate our cruise ships
within a portfolio of ten leading global, regional and national cruise brands that sell tutored cruise products,
services and vacation experiences 1n all the world’s most important vacauon geographic areas We believe
having global and regional brands that are serving multiple couniries and national brands that are tailored to
serve individual countnies provides us with a umique advantage to compete within the entire travel and leisure
market for consumers” discretionary vacation spending Qur vision 1s 10 deliver unmatched joyful vacation
expenences and breakthrough total shareholder retums by exceeding guest expectations and achieving the full
benefits inherent 1n our scale

Qur portfolio of cruise brands 1in North Amenca, Europe, Austraha and Asia are compnsed of Carmival Cruise
Line, Fathom, Holland America Line, Princess Cruises, Seaboumn, AIDA Cruises, Costa Cruises, Cunard, P&0O
Cruises (Australia) and P&O Cruises (UK) Together, these brands operate 99 ships totaling 216,000 lower
berths with 17 cruise ships scheduled to be delivered between 2016 and 2020 Cemival Corporanon & ple also
operates Holland America Princess Alaska Tours, the leading tour company in Alaska and the Canadian Yuken,
which complements our Alaska cruise operations Traded on both the New York and London Stock Exchanges,
Carmival Corporauon & plc is the only group in the world to be included in both the S&P 500 and the FTSE 100
indices

HIGHLIGHTS

2015 2014 2013 2012 1011
{in millions, except per share amounts and staustical data)

Revenues $ 15714 5 155884 $ 15456 $ 15382 § 15793
Net Income ® $ L757T $ 1,216 § 1,055 § 285 § 1912
Adjusted Net Income =)@ $ 2,106 53 1,504 § 1,209 § 1,501 $ 1,939
Eamimgs Per Share - Diluted @ $ 226 § 156 $§ 136 $ 165 $ 242
Adjusted Eamings Per Share - Diluted (sXb) $ 270 5§ 193 % 155 & 192 $ 246
Statistical Dota

Passengers Carmred (1n thousands) 10,800 10,600 10,100 9,800 9,600
Passenger Cepacity (¥ 216,000 212,000 208,000 203,000 196,000
Number of Ships 99 100 101 100 99

®  See “Note 1 - General” to the Consohidated Financtal Statements

®!  Forareconcihation to US GAAP, see “Selected Financial Data ™

e} Passenger capacity 1s calculated based on two passengers per cabin

@ As of November 30, except for 2011 which are as of January 23, 2012




CHIEF EXECUTIVE OFFICER’S LETTER TO SHAREHOLDERS

Dear Shareholders,

2015 was a very strong year for our company We accelerated progress toward our goal of delivenng a double-
<igit retum on our mvestment with earmings that were over 40 percent higher than 2014 — and that was on top of
nearly 25 percent growth in 2013 We achieved over 4 percent higher revenue yields while our ongoing efforis to
leverage our industry-leading scale helped to contaun costs Our adjusted eamings exceeded $2 bithion (U S
GAAP earungs of $1 8 lallion) Recerd cash from operations topped $4 billion which was more than enough (o
fund our capital commutments and sull return 1n excess of $1 bitlion to sharcholders trough a 20 percent
increase 1n the annual dividend and the ongoing repurchase of Carmival stock

‘These strong results were a tnbute to the ouistanding efforts of our 120,000 shipboard and shoreside team members
who create exceptional vacation expencnces for nearly |1 mullion guests annually, along with the viial support of
our travel agent partners around the globe Their combined efforts enabled us to overcome a vanety of obstacles in
2015 and to exceed the high-end of the full-year guidance we provided at the beginming of the year These obstacles
included macroeconomuc and geopolitical challenges, and the usual weather and other one-off events as well as a
$0 10 per share drag from fuel pnces and currency fluctuations compared to our earhier gmdance

We enjoyed strong performance on both sides of the Atlantic, parucularly in North Amenca In fact, some of our
brands have reached the double-digit return threshaold already, including our flagship brand Camival Cruise Line
We are very proud of the Carnival Cruise Line team, which has worked so hard and so effecuvely to accelerate
the brand's return to double-digits

THE PATH TO DOUBLE-DIGIT RETURNS

Looking ahead, we are working hard to deliver double-digit return on our investmeni acress the entire
corporauon through our ongoing efforts to dnve demand 10 excess of measured capacity growth and to capture
the inherent value of our industry-leading scale

Measured Capacuty Growth

We remain focused on maintaining measured capacity growth by delivenng innovative, more cfficient ships,
while at the same ume removing less efficient vessels from our fleet

Durtng the year, progress continued on our fleet-enhancement program as we finalhized agreements for eight new
cruise ships for delivery between 2018 and 2020 as part of our strategic pantnership with Fincantiena in Italy and
Meyer Werft in Germany and Finland

These new ships will be among the most efficient we have ever buit and will significantly enhance the retern
profile of our enure flest Several of these next-generaion stups will pioneer a new era 1n the use of sustamnable
fuels through our “green crwising” design represented by the first crmse ships to be powered ai sea and 1n port by
hiquefied natural gas, considered the world’s cleanest burning fossil fuel These ships will also introduce a host of
mnovative guest expenences that we will announce in the coming months

We are especially excited about our new ship delivertes in 2016, mcluding AIDAprima, Carnival Vista, Holland
Amenca Koningsdam and Seabourn Encore Among the innovative features designed to further complement the
guest expenence unique to each brand, these new additions bnng to the fleet an oatdoor ice nink, a lazy nver nde,
the first ship-top open-air cyclhing skynde, the first IMAX theatre a1 sea and Blend, the first purpose-built
personalized shupboard wine-blending venue We expect each shup delivery to help dnve demand well 1n excess
of our pianned capacity growth

Even with these four new ships, our capacity growth in North Amenca and Europe will be less than 2 percent in
2016 As anucipated, our overail 3 5 percent capacity growth will again be weighted toward Asia Pacific as we
transfer capacity (o meet increasing demand in that region

Acceleranng Demand

I am very proud of our teams’ many accomphishments last year Those efforts included our mulu-faceted campaign
bwit around the 2015 Super Bowl, which generated more than 10 billion posiuve media impressions dunng the
height of wave season, P&O Crwises’ delivery of Britanma, the largest ship ever bt specifically for Bnush guests
and named by Her Mayesty the Queen, Princess Cruises’ 50th anmiversary celebration, which reuntied the ongmal
cast of “The Love Boat” television senes, and featured an award-winmng float 1n the Rose Parade, Cunard’s 175th
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anmversary salute to Liverpoo! where the three Queens — Efizabeth, Victornia and Queen Mary 2 — captivated
1 3 mullion onlookers in what may have been the largest attendance at a single day manume event 1n history, and,
maost recently, our hustoric five-ship event in Sydney Harbor for P&O Crusses (Australia) '

These well-crafied opportunihes showcease our brands, increase consumer awareness and bolsier consideration
for a cruise vacaton In fact, our posiive media impresstons are up three-fold in just two years

In 2015, we made sigmificant progress on many other initiatives designed to achieve consistent revenue yicld
improvement by creauing demand that surpasses supply

Of course, the besl way to increase demand s {o contmue 10 exceed guest expectatrons One way to accomplish
that 1s 1o bnng the best specialty restaurants and celebrity chef-designed menus 1o sea Our growing list of
renowned chefs includes Thomas Keller, Australian chef Curtts Stone and chocolatrer Norman Love, joinung
Marco Pierre White, Guy Fien and David Burke, among others

We continue to enhance our entertatnment offerings across our brands with the addiion of BB King's Blues
Club, the live mteracuve music expenence Billboard Onboard, The Voice of the Ocean, Lincoln Center Stage
and new productions by Stephen Schwartz, award-winning composer of “Wicked,” along with a host of

technological and programming snnovations I

The diversity ::f greal ententainers aboard our ships keeps growmg with headliners like country musi¢ superstar
Came Underwood, folk legends Crosby, Sulls and Nash, jazz star Herbwe Hancock, and even the Grinch, through
Carmval Crwise Line's Seuss at Sea program And, to give consumers yet another reason to take a cnuise, we wall
host our first Fashion Week at sea in 2016

These, along with fresh retail and gaming options, are alt designed to offer guests even more of what they want
and i1n tum dnve higher onboard revenue

QOur focus 15 on consistently exceeding guest expectauons and creaung hfelong advocates Customer feedback
indicates that we are continuing 1o deliver on our guest expenence, and the mtent to repeat 1s very strong across
our brands

New Market Opportunities

We reinforced our leadership positon in the buzgeoning China cruise region with the successful inwoduction of a
fourth ship 1n 2015 We are well positioned 1n 2016 with two more year-rounid ships — one each for the Costa I
Cruises and Princess Cruises brands |

We expect to bolster our growih in China for years to come Beyond 2016, Princess Cnuises' Mayestic Princess,
the first ship bwilt specifically for Chinese guests and designed 10 sumulate consumer demand, will enter China
along with both our Carntval Cruise Line and AIDA brands Entering Cluna with multiple brands enables us to
grow our presence faster and achicve deeper penetration by providing cruise expenences aimed at drfferentiated
segments In addition, we recently signed a joint venture with the China State Shipbuilding Corporation and the
China Investment Corporation to further our growth in this region

We are well positioned to capitalize on the growing demand for inlernational travel among Chinese consumers
following the recent easmng of travel restnctions coupled with a growing upper muddle class Chmese outbound
travelers, already esumated at 135 mullion strong, are expected to grow to 200 mullion by 2020 Over ume we are
confident that China will rank among the largest source regions for crmses

While today China represents just 5 percent of our global capacity, we expect 1t 10 conunue to be an expansive
growth region for us By shifting capacity growth from North Amenca and Europe to the fast growaing China
regton, we are further fostenng combined revenue yield growth

Workang Together to Unlock our Potennal
Qur team 15 totally engaged in captuning the full benefit of the latent opporturaty inherent in our industry-leading
scale — 1n both drnving revenues and containing costs

The more than 5 percent onboard revenue growth achueved 1n 2015 15 an affirmaton of the winherent power of
harnessing our collecuive efforts as we embrace a fundamental behavioral change through communicating,
collaborating and coordinating across our 10 world-leading brands
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improved coordination among our brands has also contnbuted t¢ revenue yield improvements, and we have
completed the design phase of a commeon revenue management system across a number of our brands

Significant progress was elso made delivering cost savings in 2015 tn a vanety of procurement areas including
air travel, food and hotel supplies We have idenuified addittonal opportunities to leverage our scale to reduce
costs while enhancing the guest expenence 1n 2016 and beyond These efforts will deliver a cumulative 10tal cost
savings of $170 mullion since we began the conversation just over iwo years ago and will continue to be rolled
out over ume and help o offset inflation

Sustanable Operations

Our reputation and success depend on having sustainable and wranspareni operations We conunually stnve to
ensure crwsing 1s the most enjoyable vacation expenence for our guests We fulfill this commitment by keeping
guests and crew members safe, protecting the environment, developing our workforce, strengthenung our
stakeholder relauions, enhancing the port communities our ships visit and mantaiming our financial strength We
also stnive to be a responsible global corporate citizen and to be a company that people want to work for

We continue to make progress on marny fronts m our sustarnability journey and we have expanded our corporate
goals beyond our carbon emusstons reducuon goal to develap 10 new sustamnabihity goals These goals are
focused on further reducmg our environmental footprint by 2020, enhancing the health, safety and secunty of our
guests and crew members, and ensuring sustainable business practices across our brands and busiress partners

Developing and implemenung advancements in technology 15 also an important component of our sustamability
strategy We continue to drive innovation and technological breakthroughs wathin the cruise and maritime
industries We have taken the lead on developing solutions to meet the operaticnal parameters of new fuel-
erussion regulations and have embarked on a process of installing new exhaust gas cleanmg systems on our
ships

In a further effon to have a posiuve impact, we have introduced our newest brand Fathom, which is proneenng a
new trave] category we call impact travel The Fathom approach incorporates mundful, purpoese-dnven acuviues
and programs that enable guests (o have a real, sustainable impact on the communities we visit, and a uniquely
rewarding expenence

DELIVERING ALONG THE PATH

Growth 1s the result of a combination of well-executed business plans and innovation that makes a difference
Our efforts in Chuna, our new ship platforms, cur ongoing brand innovations and our invesiments in the travel
experience of the future are all building blocks We have much more to do to keep the momentum going n 2016
and beyond

While we briefly celebrate 2015 — an overall very good year for our corporation and our sharcholders — we
remain focused on gur pnmary objecive We have a clear strategy 1o deliver double-digit return on investment in
the next two to three years

Thank you for your confidence and your shared vision of building upon the great legacy that 1s Carmaval
Corporation & plc as we conunue to deliver the world’s greatest holiday experzences

Armold W Donald
President and Chief Executive Officer
February 19, 2016
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SHAREHOLDER BENEFIT
Carmaval Corporntron & plc 13 pleased to extend the following benefit to our sharcholders

CONTTAENTAL
NORTH AMERICA Eurore Unmep KinGoovi AUSTRALIA
Baanos BRANDS BrANDS BRANDS
Cmboard credit per stateroom on sathings of 14 days or longer US 5250 €200 £150 AS250
Onboard credit per statercom on sathngs of 7 o 13 days US $100 €75 £ 60 AS100
Onbazrd credit per statcroom on sailings of 6 days or tess US § 50 € 40 £30 AS 50

The benefit ts appheable oo salings through July 31 2017 aboard the brands listed below Certaun restnctions apply Applications to receive
these benelitg should be mads a1 least two weeks prior 1o crarse departure date

Thas benefil s avatlsble to shareholders holding a mummum of 100 shares of Camival Corporation or Carmuval ple ces travel s
crusing ot travel t rates tour conductons OF anyone crusing on a reduced-rate of complimeniary basis are excluded from thys ofTer This

benefitis not transferable, cannot be exchanged for cash and, cannot be used for casmo credis/charges and gratuities charged to your onboard

account Only ene onboard credut per sharcholder-occupied siateroam Reservavons must be made by February 28 2017

Please provide by {ax or by mal your name reservaucn number, ship and sailing date, along with proaf of ownerstup of Carival Corporstion

ay Caruval plc s (for example phatocopy of shareholder prowy card, shares ceruficate a dividend tax voucher or a current brokerage or
nominee statement with your brokerage account number blacked out) to your Uravel agent or (o the crwse line you have selecied below

NorTH AMERICA BRANDS
Carnivat, Cruisy LiNg®

Guest Administretion

3655 N'W 872 Avenue
Miam, FL 33178

Tel B0 428 6744 ext 70450
Fax 305 406 61042
PRINCESS CRUDES*

B Support

24303 Town Center Dnive, Sucte 200
Santz Clania, CA 91355

Tel 800 872 6779 ext 30317
Fax 661 753 0180

HoLLAND AMERICA LINE

‘World Crunse Ressrvauons
300 Elhott Avenue West
Scaille WA 98119

Tel 800 522 3399

Fax 206 281 0627
Seasourn

Seabourn Reservauony

300 Elhoh Avenue West
Seanle, WA 98119

Tel 800 929 9391

Fax 206 50! 2900
Cuniarp®

Boaking Suppont

24303 Town Center Dnve, Sune 200
Samta Clarua, CA 91353

Tel 800 872 6779 ext 30317
Fax 661 753 0180

Costa Cruses*®

Guest Services Admrmsirnuion
200S Park Road, Swite 200
Holi , FL. 33021

Tel 462 6782

Fax 934 266 5868

FaTHow

Fathomn Reservabgns
300 Ellion Avenue West
Seattle, WA 98119

Tel 855-932-8466

Fax 206 905 B881

CONTINENTAL EUROPE BRANDS

Costa Cruises®

Mznager of Reservaton
Piazza Piccapietr, 48
16121 Genos, ltal

Tel 39010548 3

Fax 390 10999 7019

Aipa CRUISES

Manager of Reservauons
Am Strande 3d
18035 Rostock
Tel 49 0 381 2027 (305
Fax 45 0 38] 2027 0804

Unrred KINGDOY BRANDS

P & O Cruises (UK)
CuNARD*

Secuor Sharcholder Executive
Carmival UK

Carmival House

100 Harbour

Sou SO15 18T
n
Unicd Kongdom

P& O CRUISES (UX)
Tel 44 0843 3740111
Fax 44 0 238 065 7360

CUNARD
Tel 44 0 843 374 0000
Fax 44 Q 238 063 7360

Princess Crurses (UK)*

Princess Reservations
Camival UK

Camival House

100 Harbour Parade
Southampton SO15 1ST
United Kingdom

Tel a4 0 343 373 0333
Fax ¢4 0 238 065 7509

AUSTRALLA BrANDS

P & O CRru1SES (AUSTHALIA),
PRINCESS CRUISES®
CARNIVAL CruLsy LINe®

Nosth Sydney NSW 2059
Tel6t 2 8 424 8500
Fax 61 2 8 424 5161

*Tix onbozrd credit for Carnrval Craise Line
Cocta Cnnses Cunard and Prncess Cruvses 13
determened based on the openanional cumency
ooboxsd the vemel Plase vist our corporancn
webiite &l www coam valomp com for wpdates




CARNIVAL CORPORATION & PLC
CONSOLIDATED STATEMENTS OF INCOME
(in mullions, except per share data)

Revenues
Cruise
Passenger uckets
Onboard and other
Tour and other

Operating Costs and Expenses

Cruse
Commissions, transportatton and other
Onboard and other
Payroll and related
Fuel
Food
Other ship aperating

Tour and other

Selling and administrative
Depreciation and amortization
Ibero trademark impairment charge

Operating Income

Nonoperating (Expense) Income
Interest income
Interest expense, net of capitalized interest
(Losses) gans on fuel denvanves, net
Other income (expense), net

Income Before Income Taxes
Income Tax (Expense) Benefit, Net

Net Income

Earmings Per Share
Basic

Diluted
Divtdends Declared Per Share

Years Ended November 30,

2018

2014

2013

S11,601 $11.889 §$11,648
3,887 3,780 3,598
226 215 210
15,714 15,884 15,456
2161 2299 2303
526 519 539
1859 1942 1,850
1,249 2,033 2,208
981 1,005 983
2.516 2463 2,610
155 160 143
9447 10421 10,645
2,067 2,054 1,879
1,626 1,637 1,590

- . 13
13,140 14,112 14,127
2,574 1,772 1,329
8 8 "
217 (288) {319)
{576) 271 36
10 4 (8
(175)  (547)  (280)
1,79 1225 1,049
(42) (9) 6

$ 1,757 $ 1,216 § 1055
$ 226 % 157 § 136
$ 226 § 156 $ 136
$ 110 $ 100 $ 100

The accompanying noles are an integral part of these consolidated financial stalements




CARNIVAL CORPORATION & PLC
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(in mullions)

Years Ended November 30,
2018 2014 2013
Net Income $ 1,757 $1.216 31,055
Items Included in Other Comprehensive (Loss) Income
Change m foreign currency translation adjustment (1,078) (746) 332
Other (47) (30 36
Other Comprehensive (Loss) Income (L1258 (71D 368
Total Comprehensive Income $ 632 $ 439 $1423

The accompanying noles are an integral pan of these consohdated financial statements




CARNIVAL CORPORATION & PLC
CONSOLIDATED BALANCE SHEETS
(i rmihons, except par values)

ASSETS

Current Assels
Cash and cash equivalenis
Trede and other receivables, net
Insurance recoverables
Inventones
Prepaid expenses and other

Total current assets
Property and Equipment, Net
Goodwil)

Other Intapgibies
Other Assets

LIABILITIES AND SHAREHOLDERS' EQUITY
Current Liabiities

Short-term borrowings

Current poruon of long-term debt

Accounts payable

Accrued liabilities and other

Customer deposits

‘Total current Liabihities

Long-Term Debt

Other Long-Term Liabtlitzes
Commitments and Contingencies
Shareholders’ Equity

Common stock of Carnaval Corporation, $0 01 par value, 1,960 shares authorized, 653

shares at 2015 and 652 shares at 2014 ssued

Ordinary shares of Camival plc, $1 66 par value, 216 shares at 2015 and 2014 issued

Additional paid-1n capital
Retained earnings
Accumulated other comprehensive loss

Treasury stock, 70 shares at 2015 and 59 shares at 2014 of Carmival Corporation and 27
shares at 2015 and 32 shares at 2014 of Carmival plc, at cost

Total shareholders’ equity

The accompanying notes are an integral part of these consolidated financial statements

November 30,
2015 2014

$13% § M

303 332
109 154
330 349
314 322
2,451 1,488
31,888 32,819
3.010 3127
1,238 1,270
650 744

1.344 1,059
627 626
1.683 1,538
3,272 3.032
6,956 6,921
7.413 7,363
1,097 960
7 7

358 358
8,562 8,384
20,060 19,158




CARNIVAL CORPORATION & PLC
CONSOLIDATED STATEMENTS OF CASH FLOWS
(in rmullions)

Years Ended November 30,

2015 2014 2013
OPERATING ACTIVITIES
Net income $1757 $1216 $ 1,055
Adjustments to reconcile nct income to net cash provided by operating activities
Depreciaton and amortization 1626 1,637 1,590
(Gauns) losses on shup sales and ship impairments, net (8) 2 t63
Losses (gains) on fucl denvatves, net 576 271 (36)
Share-based compensauion 55 52 42
Other, net 40 35 62
Changes 1n operating assets and habiliues
Receivables 4 75 (128)
Inventones 5 1 21
Insurance recoverables, prepaid expenses and other 13t 422 424
Accounts payable 316 9 79
Accrued and other Liabilities (31 {382) (333)
Customer deposits 54 92 (105)
Net cash provided by operating acuvities 4545 3430 2,834
INVESTING ACTIVITIES
Addiuons to property and equipment (2,.294) (2,583) (2,149}
Proceeds from sale of ships 25 42 70
Payments of fuel denvative scttlements (219) (2) -
Other, net 10 36 23
Net cash used in invesung activities 2.478) (2,507 (2.056)
FINANCING ACTIVITIES
(Repayments of) proceeds from short-term borrowings. net (633) 617 4
Pnncipal repayments of long-term debt (1,238) (2.466) {(2,212)
Proceeds from 1ssuance of lang-term debt 2,041 1,626 2,687
Dividends patd (816) (776) (1,164}
Purchases of treasury stock (533) - (138)
Sales of wreasury stock 264 - s
Other net 2n (29 8
Net cash used 1n financing acuvilies (942) (1,028) (780)
Effect of exchange rate changes on cash and cash equivalents 61) (26) (1)
Net increase (decrease) in cash and cash equavalents 1,064 (131) {3)
Cash and cash equivalents at beginming of year 331 462 465
Cash and cash equivalents at end of year $1395 § 331 § 462

The accompanying notes are an intcgral part of these consohidated financial statements
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CARNIVAL CORPORATION & PLC

CONSOLIDATED STATEMENTS OF SHAREHOLDERS® EQUITY

(m mullions)

Accumuiated
Additionnl other Total
Common Ordmary  paidwm Retmned  comprehennive  Treasury  shareholders’
stock shares capital ezrmmgs  (1os3) meome stock cquity
Balances at November 30, 2012 5 $357 38,252 $18438 $ o $1.958) $23 838
Ned income - - - 1,05% - L 055
Other comprehensive income - - - - 368 - 368
Cuash dividends declared - - - 115 - - (T79)
Purchases and szles under the Stock
Swap program, net - - 10 - (8] 1
Purchases of uressury siock under
the Repurchase Program and
other _I 1 63 - (110} {45)
Balances at November 30, 2013 ? 158 8325 18,718 161 30m 24,492
Ned meome - . B 1,216 . - i 216
Other comprehensive loss - - - - (M7} - am
Cash divdends declared - - - o - . (vai)}
Ciher - - 59 1 - {10) 50
Balnnces at November 30, 2014 ? 158 831 19,158 (516) (3 087) 24 M
Net income - - - 1757 - . 1,757
Other comprehensive loss - - - - {1 125) {1,125)
Caosh dividends declared . - - (855) - - (855)
Purchases and sales under the Stock
Swap program nict - - 119 - 112) 7
Purchases of treasury stock under
the Repurchase Program and
other . . 59 . . (276) 17
Balances at November 30, 2015 .Sl SEE 38.562 $20060 $(1,741) (3475) $23M

The accompanytng notes arc an integral part of these consolidated financial statements
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CARNIVAL CORPORATION & PLC
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 - General
Description of Business

Carmival Corporation 15 incorporated in Panama and Carnival plc 1s incorporated in England and Wales Carmuval
Corporation and Carnival plc operate a dual Listed company (“DLC”), whereby the businesses of Carnval
Corporation and Carnival plc are combined through a number of contracis and through provisions tn Carmival
Corporation's Articles of Incorporation and By-Laws and Carmival ple’s Articles of Association The two
companies operate as if they are a single economic enterprise, but each has retained its separate legal

wdenuty Each company's shares are publicly traded, on the New York Stock Exchange (“NYSE") for Carnuval
Corporation and the London Stock Exchange for Carnival ple In addition, Carmival ple Amencan Depository
Shares are traded on the NYSE (see Note 3)

We are the largest leisure travel company in the world, and also the largest cruise company We operate 99 cruise
ships within a pontfolio of ten leading global, regronal and national cruse brands that sefl taitored cruise
products, services and vacation experiences in all the world's most important vacation geographic areas The
consolidated financial statements include the accounts of Carmival Corporation and Carmuval plc and their
respecuve subssdianes Together with their consolhidated subsidianes, they are referred to collecuvely in these
consolidated financial statements and elsewhere 1n this 2015 Annual Report as “Carnival Corporation & ple,”
“our,” “us” and “we "

Revision of Prior Penod Financial Statements

In the first quarter of 2015, we revised and comrected the accounung for one of our brands’ manne and techmical
spare parts 1n order to consistently expense and classify them flectwide We evaluated the materrality of this
tevision and concluded that it was not matenal (o any of our previously 1ssued financial statements However,
had we not revised, this accounting may have resulted 1n matenal inconsistenctes 1o our financial statements in
the future Accordingly, we revised all previously reported peniods included herein

The effects of this revision on our Consolidated Statements of Income were as follows (in millions, except per
share data)

Year Ended November 30, 2014 Yeur Ended November 30, 213

Previ:tﬂA’ As Pre\‘r\u:nsl As
Repor Adjustment Revised Repurl.et.iy Adpustment Rewised
Other ship operating $2,445 $ 18 52463 $2,589 $ 21 $2610
Depreciation and amortization $1.635 $ 2 $1,637 51,588 $ 2 351590
Operaung income $1.792 $ (200 $1,772 %1352 $ (23) 81,329
Income before income taxes $1,245 $ (200 $1.225 %1072 $ (23) $1.049
Net income $1,236 $ (20) 81,216 51,078 $ (23) %1055

Earmings per share

Basic $159 $002; $157 S 139 $003) 3136
Diluted $159 $Oe3) S$156 $139 $003) $ 136

The cffects of this reviston on our Consohdated Statements of Comprehensive Income were as feltows (in
mullions)

Year Ended November 30, 2014 Year Ended November 30, 2013
As As
Previcusly As Previously As
Reported Adjustment Revised Reported Adjustment  Revised
Net income $1.236 $(20) $1,216 $1,078 $(23) SL,055

Total comprehensive mcome 3 459 $20) $ 439 $1,446 $(23 $1423
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The effects of thts revision on our Consolidated Balance Sheet were as follows (in muthons)

November 30, 2014
As

Previcus! As

Rgpa.rtad, Adjostinent  Revised
Inventones 3 364 $(15 § 349
Total current assets $ 1503 $(15) § 1,488
Propenty and equpmem, net $32773 $ 46 $32.819
Other assets 5 859 $115) § M4
Total assets $39.,532 $(84) $39.448
Retained earmings 319,242 $ (84) (a)$19,158
Total sharcholders’ equity $24288  § (84) $24,204
Total habilines and shareholders’ equity $39,532 5 (84) $39.448

{8) As of November 30, 2014, the cumulauve impact of this revision was an $84 million reduction b rexuned
carmungs The diduted eamings per share decreases were $0 03 for cach of 2014 and 2013, $0 02 for 2012,
$0 03 for pre-2010 and $0 11 in the aggregate There was no annual diluted earnings per share impact for
2011 and 2010

This non-cash revision did not impact our operaung cash flows for any penod The effects of this revision on the
individual line items within operating cash flows on our Consolidated Statement of Cash Flows were as follows
{» mlhons)

Year Ended November 30, 2014 Year Ended November 30, 2013
Prenou As  Premsast As
Re, Adjustoend  Rewvised Rzporled’ Adjustment  Revised
Net income $1,236 5200  $1,216 51,078 $(23) $1,055
Depreciation and amoruzauon $1,635 $ 2 $1,637 $1,588 $ 2 $1,590
Inventones 3 | $ - $ 1 $ 19 $ 2 5 21
Insurance recoverables, prepaid expenses and
other $ 401 $21 3 422 § 402 $22 $ 424
Accrued and other habihes $ (319 $(3) $(382) $ (330 $3) 50333

The effects of this reviston on our Consolidated Statements of Shareholders™ Equity were as follows (tn
millions)

November 30, 2014 November 30, 2013 November 30, 2012
As

As As
Previously As Puﬂ:ul“{ As Preﬂo::ldy As
Reported Adjustment Revised Repo Adjustment Revised Repe Adhastment Revised

Retained earmings $19.242  3(84) 319,153 $18,782 5(64) $18.718 $18,479 S$(41) $18.438

NOTE 2 - Summary of Sigmificant Accounting Policies
Basis of Presentation

We consolidate entities over which we have conirol, as typically evidenced by a voling control of greater than
50% or for which we are the pnmary beneficiary, whereby we have the power to direct the most s1gnificant
activities and the obligation to absorb sigrficant losses or receive aignificant berefits from the enuty (see Note
3) We do not scparately present our noncontrolling interests i the consolidated financial statements since the
amounts are msignificant For affiliates we do not control but where sigmficant influence over financial and
operaung policies exists, as typically evidenced by a voung control of 20% to 50%, the invesiment 1s accounted
for using the equity method (scc Note 5)

Preparation of Financial Statements

The preparauen of our consolidated financial statements 1n conformuty with accounting principles generally
accepted in the Unuted States of Amenca requires management (0 make esumates and assumptions that affect the
amounts reponed and disclosed i our financial statements  Actual results may differ from the esumates used 1n
prepanng our consolidated financial statements  All sigmficant intercompany balances and transactions are
elumnated in consolidanon Cenain prior period amounts have been reclassified in the Consolidated Balance
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Sheets and the Consolidated Statements of Cash Flows to conform to the current period presentation The
reclassificawons tn the Consolidated Statements of Cash Flows had ro impact on net cash provided by operating
acuvities and net cash used in invesung and financing acivities

Cash and Cash Equvalents

Cash and cash equivalents include investments with maturiues of three months or less at acquisiucn, which are
stated at cost

Inventories

Inventones consist substanually of food and beverages, hotel and restaurant products and supplies, fuel and gift
shop merchandise held for resale, which are all carmied al the lower of cost or market Cost (5 determined using
the weighted-average ar first-in, first-out methods

Property and Equipment

Property and equipmem are stated at cost Depreciation and amortizauon were computed using the straight-hne
method over our estimates of useful lives and residual values, as a percentage of onginal cost, as follows

Restdual

Years Velues
Ships 30 15%
Ship improvements Shorter of remaining ship 0%

life or useful life (3-28)

Buildings and improvements 10-35 0% or 10%
Computer hardware and software 3-10 0% or 10%
Transportation equpment and other 3-20 0% or 10%
Leasehold improvements, including port facilities Shorter of lease term or -

related asset hfe {(3-30)

The cruise industry 1s very capual intensive, and at January 22, 2016, we operated 99 cruise ships Therefore, we
have a capital program that we develop for the improvement of our ships and for asset replacements in order to
enhance the effectiveness and efficiency of our operations, comply with, or exceed all relevant lepal and
siatutary requirements related to health, environment, safety, sccurnity and sustainability, and gain sirategic
benefits or provide newer improved product 10novations {0 our guests

Ship improvement costs that we believe add value to our ships. such as those discussed above, are capitahized to
the ships and depreciated over the shorter of their or the shups’ estmaied remaining uscful hife, while costs of
repars and maintenance, including minor improvement cests and dry-dock expenses, are charged (o expense as
incurred and included 1n other ship operauing expenses Dry-dock costs pnmanly represent planned major
maintenance actvites that are incurred when a ship 15 taken out-of-service for scheduled maintenance We
capitalize interest as part of the cost of acquinng ships and other capital projects durning thear construcuon penod
The speaifically identified or estimated cost and accumulated depreciation of previously capitahized ship
components are wniten-off upon retirement, which may result in a loss on disposal that 15 alse included 1n other
ship operating expenses Liquidated damages received from shipyards s a result of their Jate ship delivery are
recorded as reductions to the cost basis of the ship

We review our long-lived assets, pnncipally our ships, for impairment whenever events or changes in
circumstances indicate that the carrying amounts of these assets may not be fully recoverable Upon the
occurrence of a tnggening event, the assessment of possible impairment 15 based on our abality to recover the
carrying value of our asset, which 1s determined by using the asset's estimated undiscounted future cash flows If
these esumated undiscounted future cash flows are less than the carrying value of the assel, an impairment charge
15 recogmized for the excess, if any, of the asset’s carrying value over 11s estmated far value As it relates Lo our
ships, the lowest level for which we maimtamn identifiable cash flows that are independent of the cash flows of
other assets and habshities 1s at the individual ship level A sigmificant amount of judgment is required 1
estmating the future cash flows and fair values of our cruise ships

13

-
H
o

=4

DL.C Ang




Intangbles

Goodwill represents the excess of the purchase pnice over the fair value of identifizble net assets acquired 1n a
business acquisition We review our goodwill for imparrment at least annually and, when events or circumstances
dictate, more frequently All of our goodwill has been allocated to our reporting urts, also referred 10 as “cruwise
brands * The ympairment review for goodwill allows us 1o first assess qualitative factors to deternune whether it
15 necessary to perform the more detailed two-step quanttative goodwill impairment test We would perform the
quantitative test if our qualiative assessment determined 1t 15 more-likely-than-not that a cruise brand's estimated
fair value 1s less than 115 carryang amount We may also elect 1o bypass the qualitative assessment and proceed
directly to the quantitative test for any cruise brand When performung the quantitative test, if the esumated farr
velue of the cnnse brand exceeds iLs carrying value, no further analysis or wnte-down of goodwill s required
However, if the esumated fair value of the cruise brand 15 less than the carrying value of 1ts net assets, the
esumated fair value of the cruise brand 15 assigned to all its underlytng assets and habilities, including both
recognized and unrecognized tangible and intangible assets, based on their fair values 1f necessary, goodwill 1s
then wnitten down 1o us waplied faic value

Trademarks represent substantially all of our other intangibles For certain acquistitons, we have allocated a
portion of the purchase prices to the acquires’s identified trademarks Trademarks are estmated 10 have an
windefinte useful ife and, therefore, are not amoruzable, but are reviewed for impairment a1 least annually and,
when events or circumstances dictate, more {requently The impairment review for trademarks also allows us to
first assess qualitative factors to deterrmune whether it 1s necessary to perform a more detailed quantitative
trademark impairment test We would perform the quantitative test if our qualitatve assessment determined 1t
was more-likely-than-not that the trademarks are impaired We may also elect to bypass the qualuative
essessment and proceed directly to the quantitative test Our trademarks would be considered impaured if their
carrying value exceeds their esumated fair vatue The costs of developing and mamtaimng our trademarks are
expensed as incurred

A sigmificant amount of judgment 15 also required 1n estimating the farr values of our cruise brands and
trademarks

Revenue and Expense Recognition

Guest cruise deposits represent uneamed revenues and are imtially included n customer deposit habihities when
received Customer deposits are subsequently recognized as crunse revenues, together with revenues from
onboard and other acuvities, and all associated direct cosis and expenses of a voyage are recognized as cnuise
costs and expenses, upon completion of voyages with durations of ten mights or less and on a pro rata basis for
voyages mn excess of ten mghts The impact of recognizing these shorter duration cruise revenues and costs and
expenses on a completed voyage basis versus on a pro rata basis is not significant Future travel discount
vouchers 155ued to guesls and ship charterers are included as a reduction of cruise passenger ucket revenues when
such vouchers are utilized or upon 1ssuance 10 certan ship charterers Guest cancellation fees are recognized m
cruise passenger ucket revenues at the ime of the cancellation

Qur sale to guests of air and other transportation to and from rports near the home ports of our ships are
mncluded in cruise passenger ucket revenues, and the related cost of purchasing these services are included in
cnuise transportation costs The proceeds that we collect from the sales of third-party shore excursions and on
behalf of our onboard concessionaires, net of the amounts rerutied to them, are included in onboard and other
Crulse revenues as concession revenues All of these amounts are recogmzed on a completed voyage or pro rata
basis as discussed gbove

Cruise passenger ucket revenues include fees, taxes and charges collected by us from our guests A portion of
these fees, taxes and charges vary with guest head counts and are direcily smposed on a revenue-producing
arrangement This poruon of the fees, taxes and charges 1s expensed 1n comnussions, transportation and other
costs when the corresponding revenues are recogmzed These fees, taxes and charges included n passenger cket
revenues and commissions, transportation and other costs were $524 mullion n 2015, $532 mullion n 2014 and
§$517 million 1n 2013 The remaining poruon of fees, laxes and charges are also included in crnse passenger
ucket revenues but are expensed in other ship operating expenses when the corresponding revenues are
recogruzed

Revenues and expenses from our hotel and transportauon operations, which are included 1n our Tour and Other
segment, are recognized ot the time the services are performed or expenses are incurred Revenues from the long-
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term leasing of ships, which are also included in our Tour and Other segment, are recogmzed ratably over the
term of the charter agreement using the strught-line method {see Note 12)

Insurance

We maintain 1nsurance to cover 8 number of nsks including illness and injury to crew, guest njurtes, pollution,
other third-party claims in connection with our crwse acuvities, damages to hult and machmnery for each of qur
ships, war risks, workers compensation, employee health, directors and officers hability, property damages and
general habiluies for third-party claims We recogruze insurance recoverables from third-party nsurers for
mncurred expenses at the time the recovery 1s probable and upon reahzation for amounts 1n excess of incurred
expenses All of our msurance polictes are subject to coverage hinuts, exclusrons and deducuble levels The
Liabiliies associated with crew illnesses and crew and guest myury claums, including ali legal costs, are estimated
based on the specific ments of the individual claims or actuanally estmated based on hustoncal claims
expenence, foss development factors and other assumptions

Seling and Adminstrative Expenses

Selling expenses include a broad range of advertising, such as markeung and promotional expenses Adverusing
15 charged to expense as mcurred, except for media production costs, which are expensed upon the first ainng of
the ndvertisement Advertising expenses totaled $627 mullion 1 2015, $623 milhon s 2014 and $588 million i
2013 Adrumstrative expenses represent the costs of our shoreside ship support, reservations and other
administrative funcuons, and includes salartes and related benefits, professional fees and building occupancy
costs, which are typtcally expensed as incurred

Foreign Currency Translattons and Transactions

Ezch busmess determines 1ts funcuonal currency by reference 10 its prmary economic environment We translate
the assets and labiliues of our foreign operations that have funcuonal currencies other than the U S dollar at
exchange rates tn effect at the balance sheet date Revenues and expenses of these foreign operations are
translated at wesghted-average exchange rates for the penod Their equity ts translated at histonca) rates and the
resultng foreign curency translation adjustments are included as a component of accurulated other
comprehensive income ("AOCI”), which 1s a scparate component of shareholders’ equity Therefore, the U S
dollar value of the non-equity translated items 1o our consolidated financial statements will fluctuate from perod
to pertod, depending on the changing value of the U S dollar versus these currencies

We execute ransactions 1n a number of different currencies, principally the euro, sterling and Australian,
Canadian and U S dollars Exchange rate gans and losses ansing from changes in foreign currency exchange
rates between the lime an expense 15 recorded and when 1t s settled as well as the remeasurement of monetary
assets and habiliies, all denomunated 1n a curency other than the funcuonal currency of the enuity involved, are
recognized currently in nonoperating earmings, unless such monetary habilities have been designated to act as
hedges of net mvestments n our foreign operatons The net gains or losses resuliing from these “nonoperating
foreign currency transactions™ were msigmficant 1a 2015, 2014 and 2013 In addition, the unrealized gains or
losses on our long-term intercompany receivables denominated in a non-funcuonal currency, which are not
expecied to be repaid 1n the foreseeable future and are therefore cons:dered to form part of our net investments,
are recorded as foreign currency translauion adjustments, which are included as a component of AOCI

Share-Based Compensation

We recognize compensation expense for al) share-based compensation awards using the fair value method For
ume-based share awards, we recognize compensation cost ralably using the straight-line attnibution method over
the expected vesung period or to the reurement ehigibility date, if less than the vesung penod, when vesting is not
conungent upon any future performance For performance-based share awards, we generally recognize
compensation cost ratably using the stright-hne attnbution method over the expected vesung penod based on
the probability of the performance condition being achieved If all or a poruon of the performance condition 15
not expected 1o be met, the appropriate amount of previously recogrized compensation expense will be reversed
and future compensauon expense will be adjusted accordingly For market-based share awards, we recognize
compensauon cost ratably using the strarght-hine attribution method over the expected vesting penod [ the target
market condizons are not expected 10 be met, compensation expense will sull be recognized 1n addinon, we
estmate the amount of expected forfeitures based on histoncal forfeiture expenence when calculaung
compensation cast We revise our forferture esumates, if the actual forfettures that occur are significantly
different from our estimates
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Earnings Per Share

Basic carmings per share 1s computed by dividing ret mmcome by the weighted-average number of shares
outstanding duning each penod Diluted earmings per share 1s computed by dividing net income by the weighted-
average number of shares and common stock equivalents outstanding dunng each penod For eamungs per share
purposes, Carmival Corporation common stock and Carnival ple ordinary shares are considered a single class of
shares since they have equivalent nghts (see Note 3)

Accopnting Pronouncements

In 2014, amended gwdance was issued by the Financial Accounting Standards Board (“FASB”™) regarding the
accounting for Service Concession Arrangements The new guidance defines a service concession as an
arrangement between a pubhic-sector grantor, such as a port authonty, and a company that will operate and
matntain the grantor’s infrastructure for a specified penod of ume In exchange, the company may be given a
night to charge the public, such as our cruise guests, for the use of the infrastructure This gwidance will require
us to record the infrastructure we have constructed to be used by us pursuant to a service concession arrangement
outside of praperty and equipment As required, we will adopt this guidance in our first quarter of 2056 Such
adoption will not have a matenal impact to cur consolidated financial statements

In 2014, the FASB 155ued Revenue from Contracts with Custorners, which requires an entity to recognize the
amount of revenue 10 which it expects 10 be entitled for the wransfer of promised goods or services to customers
When effective, this standard will replace most exisung revenue recogmtion gudance in U S gererally aceepted
accountng pnnciples (“U S GAAP”) The standard also requires more detailed disclosures and provides
additional guidance for transacuons that were not comprehensively addressed in U § GAAP This guidance 1s
requured to be adopted by us in the first quarter of fiscal 2019 by esther recasting all years presented 1n our
financial statements or by recording the impact of adopuon as an adjustment to retaned earnings at the beginning
of the year of adopuon We are currently evaluating the impact that this guidance wall have on our consohidated
finzncial statements

NOTE 3 - DLC Arrangement

In 2003, Carmival Corporauon and Carmuval ple completed a DLC transaction, which implemented Camival
Corporation and Carmuval plc’s DLC arrangement The contracts governung the DLC arrangement provide that
Carmival Corporation and Carmival plc each continue to have separate boards of directors, but the boards and
senior executive management of both companies are 1dentical The consututional documents of each of the
companes also provide that, on most matters, the holders of the common equity of both companies effectvely
vote as a single body On specified matters where the interests of Carnival Corporation’s shareholders may differ
from the tnterests of Carmival plc’s shareholders {a “class nghts acion” such as transactions pnmanly designed
to amend or unwind the DLC arrangement), eech shareholder body wall vote separately as a class Generally, no
class nghts action will be implemented unless approved by both shareholder bodies

Upon the closing of the DLC transaction, Camival Corporation and Carmival ple also executed the Equalization
and Govemnance Agreement, which provides for the equahizatson of dividends and iqudation distributions based
on an equalizaton ralio and contains provisions relating to the governance of the DLC arrangement  Because the
equalizauon ratio is 1 to 1, one Camival plc ordinary share 15 enutled to the same distnbutions, subject to the
terms of the Equalizason and Governance Agresment, as one share of Caruval Corporation common stock Ina
hiquidatian of either company or both compantes, 1f the hypothetical potentsa) per share hiquudation distnbutions
1o each company's shareholders are not equivalent, 1aking imto account the relauve value of the Iwo companes’
assets and the indebtedness of each company, to the extent that one company has greater net assets so that any
hiqusdation distnbutron to its sharcholders would not be equivalent on a per share basis, the company with the
ability to make a hugher net distnbuuon 1s required 1o make a payment to the other company to equalize the
possible net distribution to sharcholders, subject to certain exceptions

At the closing of the DLC transacuon, Carmival Corporation and Carmival plc also executed deeds of guarantee
Under the terms of Carnival Corporation’s deed of guarantee, Camival Corporaton has agreed (o guarantee all
indebtedress and certain other monetary oblhigations of Carmival ple that are incurred under agreements entered
mto on cr after the closing date of the DLC transaction The terms of Cammival ple’s deed of guarantee mrrror
those of Carmval Corporavon’s In additon, Carmival Corporauon and Carmival ple have each extended theqr
respective deeds of guarantee to the other’s pre-DLC indebtedness and certun other monetary obligauons, or
alternatively have provided standalone guarantees in lieu of uulization of these deeds of guarantee, thus
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effectively cross guaranteeing all Carmaval Corporation and Carmival plc indebtedness and certain other monetary
obligaucns Each deed of guarantee provides that the creditors to whom the obligations are owed are intended
thurd-panty benefictanes of such deed of guarantee '

The deeds of guarantee are governed and construed 1n accordance with the laws of the Isle of Man Subject to the
terms of the deeds of guarantee, the holders of indebtedness and other obhigatons that are subject to the deeds af
guaranice will have recourse to both Carmival ple and Carmival Corporauon, though a Carmval ple creditor must
first make wnitten demand on Carmival plc and a Carmval Corporation credstor on Carmival Corperation Onee
the wnitten demand 15 made by letter or other form of nouce, the holders of indebtedness or other obligations may
immediately commence an action against the relevant guarantor Accordingly, there 1s no requirement under the
deeds of guarantece o obtain a judgment, take other enforcement acucns or wait any penod of ime prior Lo taking
steps against the relevant guarantor All acuons or proceedings ansing cut of or in connecuon with the deeds of
guarantee must be exclusively brought 1n courts in England

Under the terms of the DLC transacuon documents, Carmival Corporation and Camival ple are pernutied o
transfer assets between the compames, make loans to or investments 1n each other and otherwise enter into
intercompany transactions The compantes have entered into some of these ty pes of iransacuons and may enter
into additional wansactions 1n the future to 1ake advantage of the flexibility provided by the DLC arrangement,
and 10 operate both companies as a single unified economic enterpnse 1n the most effective manner In addiuon,
under the terms of the Equalization and Govemance Agreement and the deeds of guarantes, the cash flows and
assets of one company are required to be used to pay the obligations of the other company, 1f necessary

Given the DLC arrangement, we believe that providing separate financial statements for each of Carmuval
Corporation and Carmival plc would not ptesent a true and fair view of the economic realities of their operations ‘
Accordingly, separate financial statements for both Carruval Corporation and Carmival plc have not been

presented

NOTE 4 - Property and Equipment
Property and equipment consisted of the following (in mullions)

November 30,
2015 2014
Ships, including ship improvements $42401 $42955
Ships under construction 839 336

43,240 43,491
Land, buildings and improvements, including leasehold improvements and port

facilines 1,161 1.088
Computer hardware and software, transportation equipment and other 1,389 1,322 {
Total property and equipment 45,790 45,501 .
Less accumulated depreciation and amortizaton (13.902) (13.,082)

$31,888(2)% 32,819 (a)

(a) At November 30, 2015 and 2014, the net carrying values of ships and shups under construciten for our North
Amenca, EAA, Cruise Suppon and Tour and Other segments were $18 5 bullion, $11 7 bilion, $0 3 alhon
and $0 | billion and $18 7 hailion, $12 6 hillion, $0 3 tillion and $0 1 lillion, respecuvely

Ships under construcuon include progress payments for the construction of new ships, as well as design and
engineenng fees, capitalized inierest, construction oversight costs and vanous owner supplied items Capitalized
mnterest, substanuially all included in our sheps under construction, amounted to $22 million in 2013, $21 mulhion
m 2014 and $15 milhion 1n 2013

Repars and marntenance expenses, including munor improvement costs and dry-dock expenses, were $1 0 bilhon
1n 2015, $936 nullion tn 2014 and $974 mullicn 1n 2013, and are substanually all included m other ship operating
expenses

Sec Note 11 for a discussion regarding ship sates and impaurments
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NQOTE 5 - Other Assets

We have a 40% noncontrolling interest in Grand Bahama Shupyard Lid (“Grand Bahama™), a ship reparr and '
maintenance facihity, and we account for this investment under the equity method of accounting This facility

serves cruise and cargo ships, o1l and gas tankers and offshore unins We uulize this facility, among other ship

repair facilities, for our regularly scheduled dry-docks and centain emergency repairs as may be required Grand

Bahamz provided services to us of $33 mullion 1n 2015, $4 | mithion in 2014 and $39 mullion 1n 2013 The

carrying value of our investment in Grand Bahama was $69 milhion at November 30, 2015 and November 30,

2014 Our share of tncome from thus investment was 35 million m 2015, $0 2 mullon 1 2014 and $4 mullion 1n

2013 and 18 included 1n nonoperating other income (expense), net

NOTE 6 - Unsecured Debt

Long-term debt and short-term borrowings consisted of the following {(in sullions)

November 30, 2015 Navember 30,
Maturities
Interest Rates Through 2015 (») 2014 (2)

Long-Term Debt
Export Credit Facilities
Fixed rate (b) 42% 05 5% 2020 $ 1,032 $ 1,358
Euro fixed rate (b) 38% w04 5% 2025 261 340
Floaung mte (¢) 15% 2026 688 1,031
Euro floaung rate (b)(d) 0 1%t 09% 2027 1,864 1,909
Bank Loans ]
Euro fixed rate (b) 319% 2021 160 221 |
Floaung rate (b) 08%tol3% 2019 800 800 !
Euro floaung rate (b)(e) 07% 2018 212 249 '
Private Placement Notes
Fixed rate 60% 2016 42 116
Euro fixed rate (b) 70%t07 3% 2018 130 153
Publicly-Traded Notes
Fixed rate 12%w072% 2028 2,219 2,219
Euro fixed rate () 11%tw019% 2022 1,324 -
Other 55%tw73% 2030 25 26
Short-Term Borrowings
Floating rate commercial paper (g) % 2016 - 653 !
Euro floanng rate bank loans (g) 12% 2016 30 13

Total Debt 8,787 9,088
Less short-term borrowings (30) (666)
Less current portion of long-term debt (1,344) {1,059)

Total Long-term Debt $ 7413 $ 7,363

(@) The debt table does not include the impact of our foreign currency and interest rate swaps At November 30,
20135, 50% and 50% (67% and 33% at November 30, 2014) of our debt was U S dollar and euro-
denominated, respecuvely, mcluding the effect of foreign currency swaps At November 30, 2015, 60% and !
40% (52% and 48% at November 30, 2014) of our debt bore fixed and floating interest rates, respectively,
including the effect of interest rate swaps Substantially ali of our fixed rate debt can only be called or
prepaid by incuming additional costs In additon, substantially all of our debt agreements, including our
main revolving credit facility, contain one or more financial covenants that require us, among other things,
to mamntan mummum debt service coverage and mimimum shareholders® equity and to himit our debt to
caputal and debi to equity rattos and the amounts of our secured assets and secured and other indebtedness
Generally, if an event of default under any debt agreement occurs, then pursuant to cross default
acceleration clauses, substanually all of our outstanding deb! and derivauive contrach payables (sce Note 11)
could become duc, ond all debt and denvauve contracts could be termunated  Av November 30, 2015, we
were 1n compliance with all of our debt covenants

(b} Includes $2 0 billion of debt whose nterest rates, and in the case of our main revolver 1ts commutment fees,
would increase upon a downgrade m the long-term sentor unsecured credit ratings of Carmival Carporution
or Camyval plc I
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(c) In 2015, we repard $225 mulhon outstanding under a floating rate export credit facility prior (o 1s matunty
through 2025 (see (e) below)

(d) In 2015, we borrowed $472 million under a euro-dencmunated, floating rate export credit facihity, the
proceeds of which were used to pay for a poruion of P& O Cruises (UK)'s Britanmia purchase pnece This
debt 15 due 1n seru-annual nstallments through February 2027

(e} In 2015, we borrowed $225 malhion under 2 euro-denominated, floaung rate bank loan, which 1s due i

October 2018 We used the net proceeds of this loan to prepay an equivalent amount outstanding under a
floating rate export credit facility pnor to its matunty

(D In 2015, we 1ssued $753 million and $591 mitlien of euro-denomunated, publicly-traded notes, which bear |
interest at 1 125% and 1 875% and are due in November 2019 and November 2022, respecuvely We are
using the net proceeds for general corporate purposes

{g) The interest rate associated with our floaung rate short-term borrowings represents an aggregate weighted-
average Inierest rate

At November 30, 2015, the scheduled annual matunities of our debt were as follows (in millions)

Fiscal
016 2017 2018 2019 2020  Thereafter  Total
Short-term borrowings $ 30 S8 -5 -3% -3 - & - § 30
Long-term debt 1,344 1,007 1477 1,400 1,110 2419 8,757

$1.374 $1,007 $1.477 $1.400 $1110 $2419 $8,787

Debt i1ssuance costs are generally amortized to interest expense using the straight-line method, which
approximates the effective interest method, over the term of the debt In addition, all debt 185ue discounts are
amorhized to wnterest expense using the effective interest rate method over the term of the notes

Committed Shup Financings

We have unsecured euro and U S dollar long-term export credit commuited ship financings 1n order to pay fora
portion of our ships' pwichase prices These commitments, if drawn, are repayable senu-annually over 12 years
We have the option o cancel each one at specified dates pnior to the undeflying ship’s delivery date

=
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At November 30, 2015, our commutted ship financings are as follows

Fiscal Year
Available for
Cruise Brands and Shups Funding =~ Amount
{1n mllions)

North Amenca
Carmval Cruise Line
Carmval Vista (a) 2016 $ 520
Newbuld (b) 2018 478
Holland Amenca Line
Koningsdam (a) 2016 408
Newbuild (b) 2018 380
Pnincess
Mayestic Princess (b) 2017 478
Seabourn
Seabourn Encore {b) 2016 190
Seabourn Ovanon (b) 2018 193

North Amenca Crusse Brands 2,647
EAA
AIDA
AIDAprima 2016 37
Newbuwld 2017 360
Newbuild (b) 2018 768
Newbwild (b) 2020 785
Costa
Newbusld (b) 2019 776
Newbuwild (b) 2020 785

EAA Cnuse Brands 3,845

$6,492

(a) Euro-denomunated
(b) We have the option to draw 1n esther U § dollars or euros

Revolving Credit Facilities

In Apnl 2013, Carmival Corporation, Camuval ple, and certain of Carmival Corporation and Carmival ple's
subsudiartes exercised their opuon 1o extend the termunauon date of their five-year multi-currency revolving
credit facibity (the “Facdsty™) of $2 5 bilhon {compnsed of $1 7 billion, €500 mullien and £150 milhon) from
June 2019 to June 2020, which was approved by each bank We also have an option to extend this Facility
through June 2021 subject to the approval of cach bank The Facility currently bears interest at LIBOR/
EURIBOR plus a margin of 40 basis pownts (*bps”) The margin varies based on changes to Camival
Corporation’s and Carmival plc's long-term semior unsecured credit raings 'We are requured to pay a comrmtment
fee of 35% of the margin per annum on any undrawn portion We will also incur an additional utshzauen fee of
10 bps, 20 bps or 40 bps 1t equal to or less than ene-third, mare than one-third or more than 1wo-thirds of the
Facility, respecuvely, 1s drawn on the total amount outstanding

At November 30, 2015, we have one other undrawn revolving credit facility for $300 million that expires in 2020
and provides us with additional iquidity At November 30, 2015, $2 8 billion was available under all of our
revelving credit facilittes

NOTE 7 - Comnutments
Ship Commitments

At November 30, 2015, including ship construcuon contracts entered into through January 22, 2016, we had 17
ships under contract for construction with an aggregate passenger capacily of more than 61,300 lower berths The
esumated total cost of these ships 1s $11 9 billion, which includes the contract prices with the shipyards, design
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and engineenng fees, capitalized interest, canstruction oversight costs and vanous owner supplied items We
have paid $0 8 billion through November 30, 2015 and anucipate paying $1 9 billien 1n 2016, $1 3 baflion 1n
2017, $2 5 ballicn tn 2018, $3 0 billion 1n 2019 and $2 4 billion in 2020 of the remaining estimated total costs

Operating Leases, Port Faciliies and Other Commitments

Rent expense under our operating leases, pnmanly for office and warehouse space, was $70 nullion in 2015, 363
mullion 1z 2014 and $61 mullion 1n 2013

At November 30, 2015, msmmum amounts payable for our operating leases, with imtial or remaming terms in
excess of one year, and for the annual usage of port faciliues and other contractual commitments with remaining
terms 1n excess of one year, were as follows (in millions)

Frscal
2016 017 2018 2019 2020 Thereafter Total
Operaung leases $ 52 $ 41 $34 $ 31 $ 29 $203 $ 390
Port facilities and other 211 200 161 104 102 793 1,571

$263 5241 $195 $135 3131 $996 $1,961

NOTE 8 - Contingencies
Litigation

The UK Mantime & Coastguard Agency and the U S Department of Justice are investigaung allegatigns that
Caribbean Princess breached international pollution Jaws We are cooperaung with the investigauons, including
conducting our own ternal investrgation tnio the mauer The ulumate ouicome of this matter cannot be
determuned at this bme, however, we do not expect it to have a matenal impact on our results of operations

As a result of a January 2012 ship mcident, ltigation claims and investigations, including, but not limuted to,
those ansmg from personal inyury, loss of or damage to personal property, business interuption losses or
environmental damage to any affected coastal waters and the surrounding areas, have been and may be asserted
or brought against various parties, meluding us The ulumate oulcome of these matters cannot be determined at
this ume However, we do not expect these matters Lo have a sigiuficant impact on our results of operations
because we have insurance coverage for these types of third-party claims

Additionally, 1n the normal course of our bustness, vartous clams and lawsuits have been filed or are pending
against us Most of these clarms and lawsuits are covered by insurance and, accordingly, the maximum amount of
our hab:lity, net of any msurance recoverables, 15 typically limited to our self-insurance retention levels
Management believes the ulumate ouicome of these claims and lawsuns will not have a matenal impact on our
consolidated financial statements

Contingent Obhgations — Lease Out and Lease Back Type (“LIL0O") Transactions

At November 30, 2015, Carnival Corporation had estumated conungent obligations totaling $382 nullion,
excluding termunation payments as discussed below, to participants i LILO transactions for two of 115 ships At
the incepuon of these leases, the aggregate of the net present value of these obligations was pard by Carnival
Corporation to a group of major financial instiutions, who agreed to act as payment undenakers and directly pay
these obligations As a result, these contingent obl:gations are considered exunguished and neither the funds nor
the contingent obligations have been included in our Consolidated Balance Sheets

In the evem that Carnival Corporatcn were to default on s contingent obligauons and assuming performance by
all other participants, we estimate that it would, as of November 30, 2015, be responsible for a termination
payment of $22 muilion In January 2016, Carmmval Corporation elected to exercise its options to terminate each
of these LILO transactions on January 1, 2017 for ane ship and January 1, 2018 for the other, 2t no cost to 1t

If the credit rating of one of the financial instututions who 1s directly paying the conungent obligations falls below
AA-, or below A- for the other financial institution, then Carraval Corporation will be required to replace the
applicable financial institetion with another financial insutution whose credit rating ss at least AA or meets other
specified credit requirements In such circumstances, 1t would tncur additional costs, although we estimate that
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they would not be significant to our consolidated financial statements The financial mstitution payment
undenaker subject to the AA- credit rating threshold has a credit raung of AA, and the financial institution
subject to the A- credit raung threshold has a credn rating of A+ If Carmival Corperation’s credit rating, which s
BBB+, falls below BBB, 1t will be required to provide a standby letter of credit for $32 mullion, or, alternatively,
provide mortgages for this aggregate amount on these two ships

Contingent Obligations — Indemmfications

Some of the debt contracts that we enter into include indemmification provisions that abligate us to make
payments to the counterparty 1f certain events occur These contingencies generally relate to changes (n taxes and
changes n faws that increase lender capital costs and other simular costs The indemmification clauses are often
standard contractual terms and were entered 1010 10 the normal course of business There are no siated or notional
amounts included in the indemnificauon clauses, and we are not able to esumate the maxaimum potenual amount
of future payments, 1f any, under these indemnificauon clauses We have not been required 1o make any matenal
payments under such indemnification clauses 1n the past and, under current circumstances, we do not believe a
request for matenal future indemnification payments is probable

NOTE 9 - Taxation

A summary of our pnncipal taxes and exempuens in the junsdicuons where our sigmficant operations are located
18 as follows

U.S. Income Tax

We are primanly foreign corporations engaged 1n the business of operating cruise ships in intemauonal
transportaton 'We also own and operate, among other businesses, the 1J § hotel and transportation business of
Hollond Amenca Pnncess Alaska Tours through U S corporauons

Our Nerth Amenican cruise ship businesses and certun ship-owning subsidianes are engaged in a trade or
business within the U S Depending on its iunerary, any particular ship may generate income from sources within
the US We believe that our U S source income and the income of our ship-owning subsidiaries, to the extent
denved from, or incidental to, the international operatior of a ship or ships, 1s currently exempt from U S federal
income and branch profit taxes

Our domesuc U § operations, principally the hote) and transportation business of Holland Amenca Princess
Alaska Tours, are subject to federal and state tncome taxation in the U S

In general, under Section 883 of the Internal Revenue Code, cenain non-U § corporauons (such as our North
Amencan crmse ship businesses) are not subject to U S federal income tax or branch profits takon U §  source
income denved from, or incidental o, the international operation of a ship or ships Applicable U S Treasury
regulations provide in general that a foreign corporation will quabfy for the benefits of Section 883 1f, in relevant
part, {1} the foreign country 1n which the foreign corporation 1s organized grants an equivalent exemption to
corporations orgamzed i the US (an “equivalent exemption junsdiction™) and (u) the foresgn corporation meets
a defined publicly-traded test Subsidhanes of foreign corporations that are organized in an equivalent exemption
junsdicuon and meet the publicly-traded test also benefit from Secuon 883 We belicve thal Panama 15 an
equivalent exempton junsdiction and Carmuval Corporanon currenily qualifies as a publicly-traded corporation
under the regulations Accordingly, substantially all of Carmival Corporation’s income 1s exempt from U §
federal mcome and branch profit taxes

Regulations under Section 833 hist items that the Internal Revenue Service (“IRS™) does not consader 10 be
mcudental to shup operations Among the tems wientified as not incidental are income from the sale of air
transportation, transfers, shore excurstons and pre- and post-crutse land packages to the extent eamed from
sources within the U §

We believe that the U S source transportatton income camed by Carmival ple and sts Itahan resident subsidiary
currently quahfies for exempuon from U S federal income tax under apphcable bilateral U S income 1ax
treates

Camival Corporation and Carmival plc and certaun of their subsidianes are subject to various U S siaie income
taxes generally imposed on cach state’s portion of the U S source income subject to U S federal income laxes
However, the state of Alaska imposes an income tax on s allocated portion of the total income of our comparues
doimng business in Alaska and certain of ther subssdianes
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UK and Australian Income Tax

Cunard, P&0 Cruises (UK) and P&0O Cnnses (Australia) are divisions of Carmival ple and have elected to enter
the UK tonnage tax on a rolling 10-year temm and, accordingly, reapply every year Companies to whuch the
tonnage lax regime applies pay corporation taxes on profits calculated by reference to the net tonnage of
qualifymng ships UK corporatton tax 1s not chargeable under the normal UK tax rules on these brands’ relevant
shupping mcome Relevant shupping income includes mcome from the operation of quahfying ships and from
shipping related acuvities

For a company te be ehgible for the regime, it must be subject to UK corporation 1ax and, among other matters,
operate quzahifying ships that are strategically and commercially managed 1n the UK Compames within UK
tonnage tax are also subject to a seafarer traiming requirement

Our UK non-shipping acuvitues that do not qualify under the UK tonnage tax regime remain subject to normal
UK corporation 1ax Dividends recerved from subsidianes of Carmival ple doing business outside the UK are
generally exempt from UK corporation tax

P&O Cruises (Australia) and all of the other cnuse ships operated internationally by Carmival ple for the cruise
segment of the Australian vacation market are exempt from Australian corporation tax by virtue of the UK/
Austrahan income 1ax treaty

Itahan and German Income Tax

In early 2015, Costa and AIDA re-elected to enter the Italian tonnage 1ax regime through 2024 and can reapply
for an addiuonal ten-year peniod beginning in early 2025 Companies to which the tonnage tax regime applies
pay corporation taxes on shupping profits calculated by reference to the net tonnage of qualifying ships

Mosit of Costa’s and AIDA’s carmungs that are not eligible for taxation under the Italian tonnage tax regime will
be taxed at an effective tax rate of 5 5%

Substanually all of AIDA’s earnings arc exempt from German income taxes by virtue of the Italy/Germany
1ncome tax treaty

Income and Other Taxes in Asian Countries

Substantially all of our brands’ mcome from their intemattonal operation 1n Asian countnies 15 exempt from tocal
corporation tax by virtue of relevant income tax trealies

Other

We recognize income tax benefits for uncertain lax positions, based solely on their technucal ments, when it 1s
more likely than not 10 be sustained upon examinaticn by the relevant tax authonty The tax benefit to be
recogruzed 1s measured as the largest amount of benefit that 1s greater than 50% likely of bemng realized upon
ulumate resolution All interest expense related 1o income tax habilities 1s included in income tax expense Based
on all known facts and circumstances and current tax law, we believe that the total amount of our uncertain
income tax position liabilities and retated accrued 1nterest are not significant 1o our financial position

We do not expect to incur income taxes on future distnbutions of undistnbuted earnings of foreign subsidiaries
and, accordingly, no deferred income taxes have been provided for the distnbution of these earnings In addiuon
to or 1n piace of income Laxes, virludlly afl junisdicuons where our ships call smpose taxes, fees and other charges
based on guest counts, ship tonnage, passenger capacity or some other measure, and these taxes, fees and other
charges are included 1n comrmussions, wansportaton and other costs and other ship operatung expenses

NOTE 10 — Shareholders’ Equity

Camsval Corporation’s Articles of Incorporation authonze s Board of Directors, at its discretion, to 1ssue up to
40 mullion shares of preferred stock At November 30, 2015 and 2014, no Carmuval Corporation preferred stock
had been 1ssued and only a normunal amount of Carmival ple preference shares had been 1ssued Our Boards of
Drrectors have authonzed, subject to certan restiicuions, the repurchase of up to an aggregate of $1 0 bilhon of
Carmuval Corporation common stock andfor Carival ple ordinary shares {the **Repurchase Program™) The
Repurchase Program does not have an expirauon date and may be discontinued by our Boards of Directors at any
bme
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Duning 2013, we repurchased 5 3 mullion shares of Camival Corporation common stock for $276 rullion under
the Repurchase Program In 2014, there were no repurchases of Carmival Corporation conunon stock under the
Repurchase Program In 2013, we repurchased 2 8 mullion shares of Camival Corporation commen stock for
$103 mulkion under the Repurchase Program 1n 2015, 2014 and 2013, there were no repurchases of Carraval plc
ordinary shares under the Repurchase Program From December 1, 2015 through January 27, 2016, we
repurchased 9 6 nuilion shares of Carmuval Corporation common stock for $486 rmillion under the Repurchase
Program Omn January 28, 2016, the Board of Directors approved a modificalion of the Repurchase Program
authonzation that increased the remaining $213 million of authonzed repurchases by $1 Obilkon Accordingly,
at January 28, 2016, the emaiming availability under the Repurchase Program was $1 2 billion

In addiueon to the Repurchase Program, the Boards of Directors authorized, in October 2008, the repurchase of up
to 19 2 milhion Carmival plc ordinary shares and, in January 2043, the repurchase of up to 32 8 nutlion shares of
Carmyval Corporation common stock under the Stock Swap (“Stock Swap™) programs described below Under the
Stock Swap programs, we sell shares of Carmival Corporation common stock and/or Carmival plc ordinary shares,
as the case may be, and use a portion of the net proceeds to purchase an equivalent number of Carmival ple
ordinary shares or shares of Carnival Corporation common stock, as applicable We use the Stock Swap
programs 1n situations where we can obtain an economic benefit because erther Carmival Corporation common
stock or Carmival plc ordinary shares are treding at a price that 1s 2t 8 premium ot discount o the price of
Carmival ple ordinary shares or Camival Corporation common stock, as the case may be Any realized economuc
benefit under the Stock Swap programs 1s used for general corporate purposes, which could include repurchasing
addizonal stock under the Repurchase Program Depending on market conditions and other factors, we may
repurchase shares of Carmival Corporation commen stock and/or Camival ple ordinary shares under the
Repurchase Program and the Stock Swap programs cancurrently

Caruval plc ordinary share repurchases under both the Repurchase Program and the Stock Swap programs
require annual sharcholder approval The existing sharcholder approval 1s hmited to a maximum of 21 5 mllion
ordinary shares and 15 valid unul the earlter of the conclusion of the Camival plc 2016 annual general meeting or
July 13, 2016 At January 22, 2016, the remaining availabihty under the Stock Swap programs was 18 1 milhion
Carnuval ple ordinary shares and 26 9 million shares of Camival Corporation common stock

Durning 2015 and 2013, under the Stock Swap programs, Carmival Investments Limuted (“CIL"), a subsidiary of
Carmival Corporation, sold 5 | mullion and 0 9 mullion of Carnival plc ordinary shares for net proceeds of $264
mulhion and $35 nulhion, respecuvely Substantially alt of the ret proceeds from these sales were used to purchase
3 1 milhon shares 1t 2015 and 0 ¢ nuilion shares 1n 2013 of Camival Corporation commeon stock Camival
Corperation sold these Carmival ple ordinary shares owned by CIL only to the extent 1t was able 10 repurchase
shares of Camival Corporation common stock in the U S on a1 least an equivalent basis Duning 2015 and 2013,
no Carmval Corporation common stock was sold or Carnival plc ordinary shares were repurchased under the
Stock Swap program Duning 2014, no Carmival Corporation common stock or Carmival plc ordinary shares were
sold or repurchased under the Stock Swap programs

At November 30, 2015, there were £4 7 million shares of Carmival Corporatton common stock reserved for
1ssuance under its employee benefit and dividend reinvestment plans At November 30, 20135, there were
8 2 mullion ordinary shares of Carmival ple authonzed for future tssuance under us employee benefit plans

Accumulated other comprehensive loss was as follows (in nullions)

November 38,
2015 2014
Cumulative foreign currency translation adjustments, net $(1,591) $(512)
Unrecogmized pension expenses (82) (90)
Unrealized losses on marketable securities 3 (5)
Net losses on cash flow denvanve hedges (65) ()]

$(1,741) $(616)

Dunng 2015 and 2014, $13 mellion and $18 mulhon of unrecogmized pension expenses were reclassified out of
sccumulated other comprehensive loss, of which $8 million and $12 million were included in payrol] and related
expenscs and $5 mullzon and $6 mullion were included in selhing and admunistranive expenses, respectively
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NOTE 11 - Fair Value Measurements, Derivative Instruments and Hedging Activities
Fair Value Measurements

U S accounting standards establish a fair value hierarchy that priontizes the inputs used to measure fair value
The heerarchy gives the highest prionity to unadjusted quoted prices in active markets for identical assels or
Leabilites (Level 1 measurement) and the lowest priority to unobservable inputs (Level 3 measurernent) This
hierarchy requires entibes to maximze the use of observable inputs and muimmuze the use of unobservable mpuis
The three levels of inputs used to measure fair value are as follows

+ Level | measurements are based on unadjusted quoted prices in acuve markets for idenuical assets er
liabulsties that we have the ability (o access Valuation of these ilems does not entail 2 significant amount of
Judgment

* Level 2 measurements are based on quoted pnces for simutar assets or liabilities 1n actve markets, quoted
prices for 1denucal or stmlar assets or habilities in markets that are not active or market data other than
quotied pnces that are observable for the assets or habiliues

* Level 3 measurements are based on unobservable data that are supported by litle or no market activity and
are significant Lo the faur value of the assets or habiliues

Fair value 15 the price that would be received to sell an asset or pard to transfer a liabihity 1n an orderly transaction
between independent and knowledgeable market participants at the measurement date Therefore, even when
market assumptions are not readily avalable, our own assumplions are set to reflect those that we beheve market
participants would use in pricing the asset or hability at the measurement date

The far value measurement of a finarcial asset or financial iabihity must reflect the nonperformance nsk of the
counterparty and us Therefore, the smpact of our counterparty's creditworthiness was considered when in an
asset position, and our creditworthiness was considered when in a liablity position in the fair value measurement
of our financial nstruments Creditworthiness did not have a sigmficant impact on the fair values of our financial
mstruments at November 30, 2015 and 2014 Both the counterparties and we are expected to contunue to perform
under the contractual terms of the mstruments Considerable yudgment may be required in interpreting markel
data used to develop the esumates of fair value Accordingly, certam esimates of fair value presented herein are
not necessanly inchcative of the amounts that could be realized 1n a current or future market exchange

Financial Instruments that ere not Measured at Fairr Value on a Recurring Basis

The carrying values and estimated fair values and basis of valuation of our financial instrument assets and
hiabtlitses that are not measured at fair value an a recurnng basis were as follows (in millions)

November 30, 2018 November 30, 2014
Carrying Fair Value Carrymng Falr Value
Yalue Levedl Levell Leveld Value Levell  Level? Levell
Asscls
Cash and cash equivalents (a) $ 647 $647 $ - $ - $ 240 3240 § - § -
Resincted cash (b) 7 7 - - 11 11 - -
Long-term other assets (c) 19 1 87 31 156 1 103 49
Total $ 773 3655 § 87 §31 % 407 $252 § 103 49
Liabihties
Fixed rate debt (d) $5193 § . $5450 § - $4433 § - 54743 § -
Floaung rate debt (d) 3,594 - 358 - 4,655 - 4562 -
Total $8,187 - $9039 §$ - $9088 § - $3305 § -

|
|
|
|
I

(a) Cash and cash equivalents arc comprised of cash on hand, and at November 30, 2015 also included a moncy
market deposit account and time deposits Duc to their short matunties, the carrying values approximate
their fair values

(b) Restncied cash 1s compnised of a money market deposit account

(c) At November 30, 2015 and 2014, long-term other assets were substantially all compnised of notes and other
receivables The far values of our Level | and Level 2 notes and other recesvables were based on esumated
future cash flows discounted at appropnate market interest rates The fair values of our Level 3 notes
receivable were esumated using nsk-adjusted discount rates
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(d) Debt does not mnclude the impact of interest rate swaps The net difference between the fair value of our
fixed rate debt and 11s carrying value was due to the market interest rates m existence at November 30, 2015
and 2014 being lower than the fixed interest rates on these debt obligations, including the impact of any
changes 1n our credit ratings At November 30, 2015 and 2014, the net difference between the fair value of
our floanng rate debt and its camrying value was due to the market intefest ra1es In exisience al
November 30, 2015 and November 30, 2014 being slightly lugher than the floaung interest rates on these
debt obligations, including the impact of any changes 1n our credit raungs The fair values of our publicly-
traded notes were based on their unadjusted quoted market prices 1n markets that are not sufficiently active
to be Level | and, accordingly, are considered Level 2 The fair values of our other debt were estimated
based on appropniate market interest mtes beang applied to this debt

Fuancial Instruments that are Measured at Fair Velue or o Recurnng Basis

The estimated fair value and basis of valuaton of our financial mstrument assets and babihities that are measured
at fair value on a recumng basis were as follows (in msllions)

November 30, 2015 November 30, 2014
Levedl Level2 Leveld Levell Level2 Level3
Assets
Cash equvalents (a) $748 % - §$- $91 § - % -
Restncted cash (b) 2 - - 19 - -
Marketable secunities held in rabbi trusts (¢) 105 3 - 113 9 -
Denvative financial instruments (d) - 29 - - 14 -
Long-term other asset (¢) - -2 - - 20
Total 875 §$37 $2t %223 $23 520
Liabilies
Denvauve financial instruments (d) § - §625 3$- 5§ - 8218 0§ -
Total $ - %25 $- § - $278 0§ -

(a) Cash equivalents are comprised of money market funds
(b) The majonty of restncted cash ts compnised of money market funds

{c) At November 30, 2015 and 2014, marketable secunties held in rabb trusts were compnsed of Level |
bonds, {requently-priced mutual funds invested 1n common stocks, and money market funds and Level 2
other ovestments Therr use 15 restricted 1o funding certaun deferred compensation and non-qualhified U S
pension plans

(d) See “Denvative Instruments and Hedging Activities™ section below for detailed information regarding our
denvative financial instruments

(c) Long-term other asset s comprised of an auction-rate secunty The fair value was based on a broker quote
m an inachve market, which 1s considered a Level 3 input Duning 2015, there were no purchases or sales
pertaining to this auction-rate security and, accordingly, the change in its fair value was based solely on the
strengtheming of the underlying credit

We measure our denvatives using valuations that are calibrated to the imitial trade pnces Subsequent valuations
are based on observable inputs and other vanables included 1n the valuauon models such as interest rate, yield
and commodity pnce curves, forward currency exchange rates, credit spreads, matunty dates, volatlitses and
netung arrangements We use the income approach to value denvatives for foreign currency options and
forwards, interest rate swaps and fuel denvatives using observable market data for all significant inputs and
standard valuation techniques to convent future amounts to a single present value amount, assumung that
participants are mouvated, but not compelled to transact We also eorroborate our fair value esimates using
valuanons provided by our counterparues

Nonfinancial Instruments that are Measured at Fair Value on a Nenrecurning Basis
Sales and Impairments of Ships

In November 2014, we sold the 672-passenger capacity Ocean Princess for a total gan of $24 millzon, of which
$14 mithon was recogmized in the fourth quarter of 2014 as a reduction 1n other ship operating expenses We
provided $66 million of financing to the buyer, which 1s due in serm-annual instatlments through November
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2019 Pnor to the shup’s dehvery tn March 2016, we will continue to operate 1t under a bareboat charter
agreement As a result of the sale-leaseback accounung for this transacuion, the remaining gan of $10 mullion s
bemng recogmized as a reduction in other ship operating expenses over the term of the bareboat charter agreement
through March 2016

In November 2014, we entered into a bareboat chanter/sale agreement under which the 1,440-passenger capacity
Grand Heliday was chartered to an unrelated entity in January 20135 through March 2025 Under tlus agreement,
ownership of Grand Holiday will be transferred to the buyer in March 2025 Thus transaction did not meet the
cntena to qualify as a sales-lype lease and, accordingly, it was accounted for as an operating lease whereby we
recogmze the charter revenue over the term of the agreement As a result of ths transaction, we performed a ship
impairment review and recogmzed a $31 nullion uimpairment charge 1n other shop operating expenses during the
founth quarter of 2014 The estimated far value of the ship was substantialty all determined based on the
expected collectability of the bareboat charter payments, which is considered a Level 3 input

Due to the expecied absorption of Ibero Crmises’ (“Ibero”) operations inte Costa in November 2014, and certain
ship specific facts and circumsiances, such as size, age, condiion, viable alternative 1uneranes and historical
operating cash flows, we performed an undiscounted future cash flow analysis of Ibero’s Grand Celebration as
of May 31, 2014 to determune 1f the shup was impaired The principal assumptions used m our undiscounted cash
flow analysts consisted of forecasted future operating results, including net revenue yields and net cruise costs
including fuel prices, and the esumated residual value, which are all considered Level 3 inputs, and the then
expected transfer of Grand Celebrarion into Costa in November 2014 Based on s undiscounted cash flow
analysis, we determined that the net carrying value for Grand Celebration exceeded its estimated undiscounted
future cash flows Accordingly, we then esimated the May 31, 2014 fair value of this ship based on its
discounted future cash flows and compared the estimated fair value to its net carrying value As a result, we
recognized a $22 million ship impairment charge 1n other ship operating expenses dunng the second quarter of
2014

In December 2014, we entered 1nto a bareboat charter/sale agreement under which the 1,492-passenger capacity
Costa Celebranon (formerly Grand Celebration) was chartered 10 2n unrelated entity 1n December 2014 through
August 2021 Under thus agreement, ownerstup of Costa Celebration will be transferred 1o the buyer in August
2021 Ths ransaction did not meet the cnteria to quahfy as a sales-type lease and, accordingly, it 1s being
accounted for as an operating lease whereby we recognmize the charter revenue over the term of the agreement

During the third quarter of 2013, we recognized $73 mullion and $103 million of impairment charges relaied to
Costa Voyager and Costa Classica, respectively In November 2013, Costa Voyager was taken out-of-service,
and dunng the second quarter of 2014 Costa Voyager was sold and we recognized a $37 mithon gain as a
reduction 1n other ship operating expenses The estimated (air values of these ships at the ume of impairment
were based on thewr undiscounted cash flow analyses, which in¢luded principal assumptions sumilar to most of
those discussed above for Grand Celebration

We recogmzed $53 million in 2014 and $176 mullion 1n 2013 of ship impairment charges 1n other ship operating
expenses

Valuation of Goodwill and Other Intangibles

The reconciliztion of the changes in the carrying amounts of our goodwill, which has been allocated to our North
Amenca and EAA cnuse brands, wes as follows (tn mllions)

North America EAA

Cruise Brands Crwse Brands Total
Balance at November 30, 2013 $1,898 $1.312 $3,210
Foreign currency translauon adjustment - (83) (83)
Balance at November 30, 2014 1,898 1,229 3,127
Foreign currency translauon adjustment - (17D {17
Balance at November 30, 2015 $1,898 $1,112 $3.010

At July 31, 2013, all of our cruise brands carried goodwill, except for Seabourn and Fathom As of that date, we
performed our annual goodwill impairment reviews, which included performing a qualitauve assessment for
Camival Cruise Line, Costa, Cunard and P&O Crusses (UK) Qualitauve factors such as industry and market
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conditions, macroeconomic conditions, changes to the weighted-average cost of capital (“WACC™), overall
financial performance, changes in fuel prices and capita) expenditures were considered 1n the qualitauve
assessment to determine how changes i these factors would affect each of these cruise brands’ estmated fair
values Based on our qualilative assessments, we determaned 1t was more-likely-than-not that each of these cnuse
brands’ esttmated fair values exceeded their carrying values and, therefore, we did not proceed to the two-step
quantiative goodwill impainment reviews

As of July 31, 2015, we also performed our annual goodwill impairment reviews of AIDA's, Holland Amenca
Line’s, P&O Cruises (Australia)'s and Praincess’ goodwill We did not perform a quahitative assessment but
wnstead proceeded directly to step one of the two-step quanutative goodwill impairment review and compared
each of AIDA's, Holland Amenica Line’s, P&0 Cruises (Austraha)’s and Princess’ estimated faur value to the
carrying value of thear allocated net assets Theur estimated cruise brand fair value was based on a discounted
future cash flow analysis The principal assumptions used in our cash flow analyses consisted of forecasted
operaung results, mcluding net revenue yields and net cruse costs including fuel pnices, capacity changes,
wncluding the expected rotation of vessels into, or out of, Holland Amenica Line, P&O Cruises (Austrelia) and
Princess, WACC of market parucipants, adjusted for the risk attnbutable to the geographic regions in which
AIDA, Holland Amenca Line, P&O Cruises {Austrahia) and Princess operate, capnal expendiures, proceeds
from forecasted dispositions of ships and termunal values, which are all considered Level 3 inputs Based on the
discounted cash flow analyses, we determined that each of AIDA's, Holland Amenca Line's, P&0O Cnuses
(Austraba)'s and Pnincess’ estimated fair value significantly exceeded their camrying value and, therefore, we did
not proceed to step two of the impairment reviews

The reconciliation of the changes in the carrying amounts of our intangible assets not subject to amortization,
whuch represent trademarks thet have been atlocated to our North Amenca and EAA cruise brands, was as
follows (in mullions}

North Amenca EAA

Crulee Brands  Cruolte Brands  Tetal
Balance at November 30, 2013 3927 $359 $1,286
Foreign currency translauon adjustment - 20 {21)
Balance at November 30, 2014 927 338 1,265
Foreign currency translahion adjustment - (31) {31)
Balance at November 30, 2015 $927 $307 $1,234

At July 31, 2015, our cruise brands that have signuficant trademarks recorded include AIDA, P&O Cruises
(Australia), P20 Cruises (UK) and Princess As of that date, we performed our annual trademark impairment
reviews for these crwise brands, which inctuded perforrung a qualitative assessment for P&O Cruises (UK)
Qualitative factors such as industry and market conditions, macroecononuc conditions, changes 10 the WACC,
changes 1n royalty rates and overall financial performance were considered 1n the qualitative assessment to
determune how changes in these factors would affect the estimated far value for P&O Cruises (UK)'s recorded
trademarks Based on our qualitative assessment, we deternuned 1t was more hikely-than-not that the estumated
fair value for P&O Crses (UK)'s recorded trademarks exceeded their carrying value and, therefore, none of
these trademarks were impamed

As of July 31, 2015, we did not perform a qualitative assessment for AIDA’s, P&0O Crnses (Australia)'s and
Princess® trademarks but instead proceeded directly to the quanutative trademark impairment reviews Our
quanuitauve assessment included esumating AIDA's, P&0O Cruises (Australia)'s and Princess’ trademarks far
value based upon a discounted future cash flow analysis, which estimated the amount of royalties that we are
relieved from having to pay for use of the associated trademarks, based upon forecasted cruise revenues and a
marke! participant’s royalty rate The royalty rate was esumated pnmanly using comparable royalty agreements
for strmlar industries Based on our quanttative assessments, we determined that the esumated far values for
AIDA's, P&O Cnnses (Australia)'s and Princess’ wrademarks significantly exceeded their carrymg values and,
therefore, none of these trademarks were impared

The determunation of our cruise brand, cnuise ship and trademark fair values includes numerous assumptions that
are subject to vanous nsks and uncertantzes We belireve that we have made reasonable estimates and judgments
1n determuning whether our goodwill, cruise ships and trademarks have been impaired However, if there 1s 2
change in assumptions used or 1f there 15 a change 1n the conditions or circumstances influencing fair values in
the future, then we may need (o recognize an impaurment charge
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At November 30, 2015 and 2014, our intangible assets subject to amortization are not sigmficant to our
consolidated financial statements

Derivative Instruments and Hedging Activities

We utilize denvative and non-denivauve financial instruments, such as foreign currency forwards, optiens and
swaps, foreign currency debr obligations and foresgn currency cash balances, to manage our exposure to
fluctuations 1n certain foreign currency exchange rates, and interest rate swaps to manage our interest rate
exposure in order to achieve a desired proporuon of fixed and floaung rate debt In addition, we utihze our fuel
denvauves program to mutigate a portion of the nsk 1o our future cash flows attnbutable to potential fuel pnce
mcreases, which we define as our “ecoromic nsk ™ Our policy is to not use any financial instruments for wrading
or other speculative purposes

All denvauves are recorded at farr value The changes in faur value are recognized cumently 1n earnings if the
denivatives do not qualify as effective hedges, or 1f we do not seek to quahfy for hedge accounting treatment,
such as for our fuel derivatives If a denvative 1s designated as a fair value hedge, then changes in the far value
of the denivauve are offsct aganst the changes in the fair value of the underlying hedged item If a denivatve 1s
designated as a cash flow hedge, then the effectve portion of the changes 1n the far value of the denvauve s
recognized as a component of AQCI until the underlying hedged item 1s recogmized m earmings or the forecasted
transaction 1s no longer probable If a denvanive or a non-denvauve financial instrument 1s designated as a hedge
of our net nvestment 1n a foreign operation, then changes in the fair value of the financial insirument are
recognized as a component of AOC] to offset a portion of the change in the translated value of the net investment
being hedged, unul the tnvestment 1s sold or substantially hquidated We formally document hedging
relauonshups for all denvative and non-derivatve hedges and the underlying hedged items, as well as our nisk
management objectives and strategies for undertaking the hedge transactions

We classify the far values of all our denvative contracts as either current or long-term, depending on whether the
maturity date of the denvative contract 1s within or beyond one year from the balance sheet date The cash flows
from derivatives treated as hedges are classified 1n our Consohidated Statements of Cash Flows in the same
calegory as the ilem being hedged Our cash flows related to fuel denivatives are classified within investing
activities

The estmated far values of our denivative financial instruments and their location (n the Consohdated Balance
Sheets were as follows (1n mllions)

November 30,
Balance Sheet Location 2018 2014
Derivative assets
Denvatives designated as hedging instruments
Net invesunent hedges (a) Prepaud expenses andother $ 14 § 6
Other assets - long-term 13 6
Interest rate swaps (b) Prepatd expenses and other 2 1
Other assets — long-term - 1
Total denvative assets 29 s 14
Derivative liabilities
Denvatives designated as hedging 1nsttuments
Interest rate swaps (b) Accrued habilities andother  $ 11 $ 13
Other long-term habilities 27 35
Foreign currency zero cost collars (¢} Accrued liabilities and other - 1
Other long-term liabihiues 26 -
U R
Denvatives not designated as hedging instruments
Fuel (d} Accrued babilizes and other 227 90
Other long-term Liabihitres 34 139
561 229
Total denvauve habiliues $625 $278

(8) At November 30, 2015 and 2014, we had foreign currency forwards totaling $43 mitlion and $403 mullion,
respectively, that are designated as hedges of cur net investments in foreign operauons, which have a euro-
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denominated funcuonat currency At November 30, 2015, these foreign currency forwards settle through
July 2017 At November 30, 2015, we also had foreign currency swaps totaling $387 mullion that are
designated as hedges of our net investments in foreign operations, which have a euro-denomanated
functional currency At November 30, 2015, these foreign currency swaps settle through September 2019

(b) We have euro interest rate swaps designated as cash flow hedges whereby we recerve floaung interest rate
payments 1n exchange for making fixed inierest rate paymemnts These inierest rate swap agreements
effecuvely changed $568 mullion at Nevember 30, 2015 and $750 million at November 30, 2014 of
EURIBOR-based floating rate euro debt to fixed rate euro debt These interest rate swaps setile through
March 2025 In addition, at November 30, 2015 and 2014 we had U S dollar interest rate swaps designated
as fair value hedges whereby we receve fixed interest rate payments in exchange for making floaung
wnterest rate payments At November 30, 2015 and 2014, these interest rate swap agreenents effectively
changed $500 mullion of fixed rate debt o U S dollar LIBOR-based floating rate debt These interest rate
swaps scttle through February 2016

(c) At November 30, 2015 and 2014, we had foreign currency denvatves consisting of foreign currency zero
cost collars that are designated as foreign currency cash flow hedges for a portion of our euro~-denominated
shipbuilding payments See “Newbuild Currency Risks” below for addiuonal information regarding these
denvatves

(d) At November 30, 2015 and 2014, we had fuel derivauves consisting of zero cost collars on Brent crude o1l
{"Brent”) 1o cover a poruon of our estimated fuel consumption through 2018 See “Fuel Price Risks™ below
for edditional informaton regarding these fuel derivauves

Our denvauve contracts nclude nghts of offset with our counterparties We have elected 10 net certatn of our
denvative assets and habihties withimn counterparties The amounts recogmzed within assets and habiliuies were
as follows (in rmullions)

November 30, 2015

Gross Amounts  Totol Net Amounts  Gross Amounts
Ofset in the Presented in the not Offzel in the Net
Gross Aimounts  Batance Sheet Balapce Sheet Balance Sheet  Amounts

Assels $73 $(44) $ 29 $(29) 5 -
Liabilitses 5669 3(44) $625 $(29) 3596
November 30, 2014

Gross Amounts  Total Net Amownds  Gross Amounts
Offset 1n the Presented in the not Offset In the Net
Gross Amounts  Halance Sheet Balance Sheet Balance Sheet  Amounts
Assels $ 78 $64) $14 514) s -
Laabilitzes $342 $(64) $278 (1) $264

The effective portions of our denvatives qualifying and designated as hedging instruments recogrized 1a other
comprehensive (loss) income were as follows (in malhons)

November 30,
2015 2014 2013
Net investment hedges $58 $25 s(11)
Foreign currency zero cost collars - cash flow hedges $(57) S(10) $ ()
Interest rate swaps ~ cash flow hedges $ 2 328y $ 2

There are no credit nsk related contingent features 1n our denvative agreements, except for bilateral credut
provisions within our fuel derivative counterparty agreements These provisions requare interest-beanng, non-
restricted cash to be posted or received a3 collateral to the exient the fuel denvative faur value payable to or
receyvable from an individuai counterparty exceeds $100 mitlion At November 30, 2015, we had $25 mullion of
collateral posted w one of our fuel denvauve counterparties Subsequent 1o November 30, 2015, we were
requured (o post an additional $22 million of collateral At November 30, 2015, no collateral was required to be
receaved from our fuel denvative counterparues At November 30, 2014, no collateral was required to be posted
to or received from our fuel derivative counterparties

The amount of estumated cash flow hedges® unrealized gains and losses thal are expecied to be reclassified to
carmings in the next twelve months 15 not significant We have not provided addiuonal disclosures of the impact
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that denivative instruments and hedging activities have on our consohdated financral statements as of
November 30, 2015 and 2014 and for the years ended November 30, 2015, 2014 and 2013 where such impacts
were not significant

Fuel Price Risks

Our exposure Lo market nsk for changes 1n fuel pnces substantally all relates to the consumption of fuel on our
ships We use our fuel denvatives program to mitigate a pertion of our economic nsk attributable to potential
{uel price mcreases We designed our fuel denvatives program to maxinuze operational flexibility by utlizing
denvauve markets with ssgnificant trading liquidity and our program currently consists of zero cost collars on
Brent

All of our denvauves are based on Brent prices whereas the actual fuel used on our ships 1s manne fuel Changes
in the Brent prices may not show a high degree of correlation with changes 1 our underlying marnne fuel pnces
We will not realize any economic gain or loss upen the monthly matunues of our zero cost collars unless the
average monthly price of Brent 1s above the celing price ar below the floor price We believe that these
denvatives will act as economic hedges, however, hedge accounting 1s not apphed As part of our fuel denvatves
program, we will continue to evaluate various denvauve products and strategies

Our unrealized and realized (losses) gains, net on fuel denvatves were as follows (in milhons)

November 30,
s 2014 2013
Unrealized (losses) gains on fuel denvauves, net $(332) $(268) $36
Realized losses on fuel denivatives, net (244) y _ -
{Losses) gains on fuel denvatves, net $(576) $(271) _$3_6

At November 30, 2015, our outsianding fue! denvatives consisted of zero cost collars on Brent as follows

Transaction Barrels Welghted-Averuge Werghted-Average
Muaturities (a) Dates (in thousands) r Prices Celing Prices
Fiscal 2016
Jure 2012 3,564 $75 s108
February 2013 2,160 $80 $120
Apnl 2013 3,000 $75 LA it
8,724
Fiscal 2017
February 2013 3,276 $80 $1i5
Apnl 2013 2,028 $75 $110
January 2014 1,800 $75 $114
October 2014 1,020 $80 3
8,124
Fiscal 2018
January 2014 2,700 $75 $110
October 2014 3,000 380 $114
5,700

(a) Fuel dertvauves mature evenly over each month wittun the above fiscal periods

Foreign Currency Exchange Rate Risks
Overall Strategy

We manage our exposure to fluctuations 1n foreign currency exchange rates through our normal operating and
financing acuvities, including netting certaun exposures to take advantage of any natural offsets and, when
considered appropriate, through the use of derivative and non-derivative financial instruments Our pnimary focus
15 to manage the economic foreign currency exchange nsks faced by our operations, which are the ultimate
foreign currency exchange nisks that would be realized by us if we exchanged one currency for another, and not
accounting nisks While we wisll continue to monitor our exposure to these economuc nsks, we do not currently
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hedge our foreign currency exchange nisks with denvatuve or non-denvative financial instruments, with the
exception of certam of our ship commutmenits and net mvestments in foreign operations  The financial impacts of
the hedging instrurnents we do employ generily offset the changes mn the underying exposures bewng hedged

Operational Currency Risks

Our European and Australian crwise brands generate sigruficant revenues and incur sigmficant expenses 1a their
curo, sterling or Austrahian dollar functional currency, which subjects us to “foreign currency translational”’ nsk
related o these currencies Accordingly, exchange rate fluctuations of the euro, sterling and Austratian dollar
against the US dollar will affect our reported {inancial resulis since the reporting currency for our consolidated
financial statements 1s the U S dollar Any strengtherung of the U § dollar against these foreign currencies has
the financia) siatement effect of decreasing the U S dollar values reported for these cruse brands’ revenues and
expenses Any weakening of the U S dollar has the opposite effect

Substanually all of our brands also have non-functional currency nsk related to their intemauenal sales
operations, which has become an increasingly larger part of most of their businesses over ume, and pnncipally
includes the curo, sterling and Austrahan, Canadian and U S dollars In addiuion, all of our brands have non-
funcuonal currency expenses for a portion of their operating expenses Accordingly, we also have “foreign
currency lransactional” nsks related 10 changes in the exchange rates for our brands’ revenues and expenses that
are in a currency other than their funcuional currency However, these brands’ revenues and expenses 1n noa-
funcuonal currencies create some degree of natural offset from these currency exchange movements

Investment Currency Risks

We consider our investments in foreign operations to be denormnated 1n relatively stable cumrencies and of a
long-term nature We partially mutigatc our net invesiment currency exposures by denominaung a portion of our
foreign currency intercompany payables 1n our foreign operations’ functuonal currencies, substanually all
sterling We have designated $2 6 billion as of November 30, 2015 and $2 4 billion as of November 30, 2014 of
our foreign currency intercompany payables as non-denivative hedges of our net investments 1n foreign
operauons Accordingly, we have included $509 million at November 30, 2015 and $359 mullion at

November 30, 2014 of cumulauve foretgn currency transaction non-derivative gains in the cumulative translation
adjustment component of AQCI, which offsets a portion of the losses recorded in AOCI upon translating our
forcign operations’ net essets into U § dollars We recognized {oteign cumrency nan-denvative transaction gans
{losses) of $150 nillion 1n 2015, $125 million n 2014 and $(9) mullson 1n 2013 1n the cumulatve translation
adjustment component of AQGCI

Newbnild Currency Rusks

Our shipbuilding contracts are typically denomunated in euros Qur decisions regarding whether or not to hedge a
non-functional currency ship commitment for our cruise brands are made on a case-by-case basis, taking into
consideration the amount and duratcon of the exposure, market volaulity, economic trends, our overall expected
net cash flows by currency and other offsetting nsks We use forergn cumrency denivative contracts and have used
non-denvative financial instruments to manage foreign currency exchange rate nisk for some of gur ship
construction payments

In January 2015, we entered 1nto foreign currency zero cost collars that are designated as cash flow hedges fora
portion of Majestic Princess’ and Seabourn Encore’s newbuilds’ euro-denominated shipyard payments The
Mayjestic Pnincess’ collars mature in March 2017 a1 a weighted-average cealing of $590 mullion and a weighted-
average floor of $504 millton The Seaboiirn Encore’s collars mature m November 2016 at & weighted-average
cerling of $221 mullion and a weighted-dverage floor of $185 million If the spot rate 15 between the weighted-
average ceiling and floor rates on the date of matunity, then we would not owe or receive any payments under
these collars

In February 2015, we settled our foreign currency zero cost collars that were designated as cash flow hedges {or
the final curo-denomunated shipyard payments of P&O Cruises (UKY's Britanria, which resulted 1n $33 nullion
being recogmized in other comprehensive loss duning 2015

At January 22, 2016, our remaiuing newbuild currency exchange rate nisk relates to curo-denominated newbwld
cantract payments, whech represent a total unhedged commutment of $2 0 bilhon and substanually relates to
Carmuval Crmse Line, Holland Amenca Line, P&0O Cruises (Australia) and Seabourn newbuilds scheduled to be
delivered through 2019
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The cost of shipbuilding orders that we may place 1n the future that 15 denomunated in a different currency than
our cruise brands’ or the shapyards® funcuonal currency 1s expected to be affected by foretgn currency exchange
rate fluctuations These foreign curmrency exchange rate fluctuations may affect our desue to onder new cruise
ships

Interest Rate Risks

We manage our exposure (o fluctuations 1n interest rates through our debt portfolio management and investment
strategies We evaluate our debt porifolio to determine whether to make peniodic adjustrnents to the max of fixed
and floating rate debt through the use of interest rate swaps and the 1ssuance of new debt or the early reurement
of exisung debt At Navember 30, 2015, 60% and 40% (52% and 48% at November 30, 2014) of our debt bore
fixed and floating nterest rates, respectively, including the effect of nterest rate swaps In addition, to the extent
that we have excess cash avallable for nvestment, we purchase high quality short-term investments wath floating
mterest rates, which offset a portion of the impact of nterest rate fluctvations ansing from our floating interest
rate debt perifolto

Concentrations of Credit Risk

As part of our ongoing control procedures, we monutor concentrations of credit nsk associated with financial and
other tnsututtons with which we conduct sigruficant business Our maximum exposure under forergn currency
and fuel denvative contracts and interest rate swap agreements that are in-the-money, which were not matenal at
November 30, 2015, is the replacement cost, net of any collateral recerved or contractually allowed offset, 1n the
event of nonperformance by the counterparties to the contracts, all of which are currently our lending banks We
seck to muminuze these credit nsk exposures, including counterpanty ponperformance pnmanly associated with
our cash equivalents, mnvesiments, commutted financing facilities, contingent obligauons, derivauve instruments,
nsurance contracts and new ship progress payment guarantecs, by normally conducung business with large,
well-established financial insttutions, msurance companies and expost credit agencies, and by diversifying our
counterparties In addiuon, we have guidehnes regarding credit ratings and investment maturities that we follow
to help safeguard hquudity and muumize nsk We normatly do require collateral and/or guarantees to support
notes recewveble on sigmificant asset sales, long-tesm shtp charters and new ship progress payments to

shupyards We currently believe the nsk of nonperformance by any of these signuificant counterparties is remote

We also mon:tor the creditworthiness of travel agencies and tour operators in Asia, Australia and Europe and
credit and debit card providers 10 which we extend credit in the normal course of owr business, which includes
charter-hrre agreements in Asia prior to sailling Qur credit exposure also includes contingent obhigations related
to cash payments receaved directly by travel agents and tour operators for cash collected by them on cnuse sales
in Australia and most of Europe where we are obligated to honor our guests' crumse payments made by them to
their travel agents and tour operators regardless of whether we have received these payments Concentratcns of
credit nisk associated with these trade receivables, charter-hire agreements and contingent obligations are not
considered 1o be matenal, principally due to the large number of unrelated accounts within our customer base,
the nature of these contingent obligations and thewr short maturities We have expenenced only mimimal credit
losses on our trade receivables, charter-hure agreements and contingent obligations We do nol normally requre
collateral or other secunly to support normal credit sales

NOTE 12 - Segment Infermation

We have thres reportable cruise segments that are compnsed of our (1) North Amenica cruise brands, (2) EAA
cruise brands and (3) Crurse Support In addition, we have a Tour and Other segment Our segments are reported
on the same basis as the intemally reported information that 15 provided to our chief operatng decision maker
(“CODM?"), who 1s the President and Chuef Executive Officer of Carmival Corporation and Camival ple
Decisions to allocate resources and assess performance for Carruval Corporation & plc are made by the CODM
upon review of the segment results across all of our cruise brands and other segments

Our North Amenca cruise segment includes Carmival Cruse Line, Holland Amenca Line, Pnncess and

Seabourn Our EAA cruise segment includes AIDA, Costa, Cunard, P&O Cruises (Austrabia), P&O Cruises (UK)
and prior to November 2014, Ibero These individual cruise brand operating segments have been aggregated nto
two reportable segments based on the sumilanty of their economuc and other charactenstics, including types of
cuslomers, regulatory environment, manienance requirements, supporung systems and processes and products
and services they provide Our Cruise Support segment represents certain of our port and related facilities and
other services that are provided for the benefit of our cnnse brands and Fathom’s pre-launch selling, general and
adrministraive expenses
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Our Tour and Other segment represents the hotel and transportation operations of Holland America Prnincess
Alaska Tours In 2014, our Tour and Other segment also included one ship that we chartered to an unaffihated
catity in November 214, we entered 1nto a bareboat charter/sale agreement under which Grand Holiday was
chartered to an unrelated entity 1n January 2015 through March 2025 Adducnally, in December 2014, we
entered into a bareboat charter/sale agreement under which Costa Celebratron was chartered to an unrelated
entity m December 2014 through August 2021 Under these agreements, ownership of Grand Holiday and Costa
Celebranion wilt be transferred 10 the buyer at the end of their lease term  Nezther of these uansactions met the
cntena to qualify as a sales-type lease and, accordingly, they are being accounted for as operating leases whereby
we recognze the charter revenue over the term of the agreements  Subsequent to entering mto these agreements,
our Tour and Other segment includes these three ships The sigmficant accounung policies of our segments are
the same as those descnbed in Note 2 - “Summary of Sigmificant Accounung Policies ™

Selected informauon {or our segments as of and for the years ended November 30 was as follows (in mullions)

18

North Amenca Cruise Brands (a)
EAA Cruse Brands

Cruse Support

‘Tour and Other (a)

Intersegment elimination (4)

2014

Narth Amenca Cruse Brands (a) (¢)
BAA Cruise Brands

Cruise Suppen

Tour and Other (2)

Intersegment chimination (a)

2013

North Amenca Cruise Bronds (a) (¢)
EAA Cruse Brands

Cruisz Support

Tour and Cther (a)

Intersegment elumination (o)

o"ﬁ Selling Depreciation
costs and d Operating Capltal Tatal
R xp istrative lﬂlﬂ:gﬂlhﬂ L (loxa) exp gl nssets
$ 9866 35925 51,140 § 994 $1807 $ 854 $72 420
5,636 3442 695 561 938 1 265 14076
119 58 223 27 ({189 162 2,248
226 155 9 a4 18 13 493 (b)
133) [qEX)] - - . . _
$15714 § 5447 52067 $1626 52,974 $2.294 $39237
$ 955 56436 $L.121 $ 961 $1.041 512315 $22.681
6148 3914 25 616 9 1.054 15,228
% 9 200 25 {114) 156 1023
215 160 8 35 12 58 516 (b}
(128) {128) - . - . -
$15884 510421 32054 51 637 $1,772 52 583 339448
59370 $ 6460 51,048 $ 929 $ 913 31350 $22,386
5.906 4,137 686 590 471 (d) 642 16,126
96 31 136 26 on 108 1,016
210 143 9 36 22 49 514(b)
(126) (126) - - - - -
$15456 $10645 51,879 51,590 51329 52 149 $40042

(a) A portion of the North America cruse brands’ segment revenues includes revenues for the tour portion of a
cruise when a land tour package 15 sold atong with a cruise by euher Hotland Amenca Line or Pnincess
These intersegment tour revenues, which are mncluded in cur Tour and Other segment, are eliminated
directly agunst the North Amenca cruise brands® segment revenues and operating expenses 1n the line

“Intersegment elimination "

(b) Tour and Other segment assets primarnily include hotels and lodges 1n the state of Alaska and the Canadian
Yukon, motorcoaches used for sightseeing and charters, glass-<domed railcars, which run on the Alaska
Railroad, and our owned ships thai we leased out under long-term charters to unaffibated entsties

{c) Previously reported resulis changed as a result of our revision of prior period financial staternents as follows
(see “Note 1 — General — Revision of Prior Penod Financial Statements™)

North Americas Cruise Brands

Operaung costs and expenses
Depreciation and amortization

Operating mcome

Total assets

November 30, 2014

November 30, 2013

?I'Géi:usly As Pre\"::lsly As

Reported  Adjustment  Revised Reported  Adjustment  Revised
$ 6418 $18 3 6436 3% 6439 521 $ 6,460
$ 959 $ 2 $ 91 $ 927 $ 2 $ 929
3 1,061 $Q0) $ 1041 § 956 5(23) $ 933
$22.765 $(84) $22,681 $22448 $(62) $22,386

(d) Includes $13 million 1n 2013 of impairment charges related to Ibero’s trademarks
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Non-U § revenues for our crnse brands represent sales generated from outside the U S principally by non-U S
travel agents and tour operators Substantially all of our long-lived asscts are located outside of the U S and
consist of our ships and ships under construction

Revenues by geographic areas, which are based on where our guests are sourced and not the cruise brands on
which they sailed, were as follows (in mullions)

Years Ended November 30,
2015 2014 2013
North Amenca $ 8015 $ 7762 $ 7,738
Europe 5,133 5,676 5,426
Austraha and Asia 2,256 2,097 1,772
Other 310 349 520

$15714 815,884 3515456

NOTE 13 - Compensation Plans
Equity Plans

We 1ssue our share-based compensation awards under the Carmival Corporation and Carmival ple stock plans,
which have an aggregate of 18 3 mulhion shares available for future grant at November 30, 2015 These plans
allow us 1o 155ue ime-based share (*"TB5") awards {which include restncted stock awards (“RSAs™) and
restricted stock unuts (“RSUs™)), performance-based share (“PBS™) awards, market-based share (“MBS") awards
and stock options (collectively “equuty awards”) Equity awards are prnincipally granted to management level
employees and members of our Boards of Directors The plans are administered by a commutiee of our
independent directors (the “Commuttee”) that deterrmines which employees are eligible to participate, the
monetary value or number of shares for which equity awards are 10 be granted and the amounts that may be
exercised or s0)d within a specified term These plans allow us to fulfill our equity award obligauons using
shares purchased 1n the open market or with umssued or treasury shares Certain equity awards provide for
accelerated vesting if we have a change 1n contral, as defined

Our total share-based compensation expense was $55 nullion 1n 2015, $52 mzllron 1n 2014 and $42 mlhon in
2013 of whuch $51 mllion 10 2015, $48 mullion 1n 2014 and $39 mulhion 1n 2013 has been included 1n seling and
admunsstrative expenses and $4 muliion 1n both 2015 and 2014 and $3 mullion 1n 2043 i cruse payroll and
related expenses

TBS, PBS and MBS Awards

RSAs generally have the same rights as Carmval Corporauon common stock, except for transfer restnictions and
forfesture provisions RSAs have been granted to cenain officers and non-executive board members and vest at
the end of three years, except for shares released from restnction to satisfy retirement ehigible tax obligations
(“tax release shares™) In addiion, Carmival Corporation and Carmival plc grant RSUs, whech also vest at the end
of three years, except for tax release shares, and accrue forfestable dividend equuvalents on each ouistanding
RSU, n the form of additional RSUs, based on dividends declared The share-based compensation expense for
TBS awards 15 based on the quoted market price of the Camival Corperauon or Carmval ple shares on the date of
Erant

Tn 2015, 2014 and 2013, the Comumittee approved PBS awards to be granted to certain key Carmival

Corporation & plc executives The share-based compensation expense for these PBS awards 1s based on the
quoted market price of the Carmival Corporation or Camival plc shares and expected total sharcholder return rank
relatsve to cenain peer compantes on the date of grant and the probability of our annual earnsngs target for each
year over a three-year period being achieved Our 2015 and 2014 PBS awards also have a return on invested
capital ("ROIC™) target The PBS awards granted provide an epportunity to earn from zero to 200% i 2015 and
2014 and zero to 187 5% i 2013 of the number of target shares underlying the award achieved for each year
over a three-year period

In 2014 and 2013, the Commuttee approved MBS awards to be granted to certain seruor executives The MBS
awards granted 1 2014 and 2013 were valued at $13 rutlion and $4 mulhion, respectively, as of the date of grant
The share-based compensation expense for all of the MBS awards were based on the quoted market prices of the
Camival Corporauon common stock or the Canuval plc erdinary shares on the date of grant and the probabulity
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of certain market conditions being achteved One-haif of all of the MBS awards are expensed evenly over a
three-year period and the remaning half are expensed evenly over a four-year period There were no MBS
awards granted in 2015

Duning the year ended November 30, 2015, TBS, PBS and MBS award activity was as follows

TBS Awards PBS Awards MBS Awards
\Xaghud- \Xelghud- \:dgl:ted-
Grmlw I;:t?l?mr Gnmt‘r ml“air Grant Date Fawr
Shares Value Shares Value Shares Vahue
Quistandmg at November 30, 2014 3,210,050 $36 30 572,787 $34 82 270,220 $64 11
Granted 1,064,060 $4538 188,950 84747 - $ -
Vested (1,296,378) $3135 (1,940) $3413 - ¥ -
Forfeited (183,262) %4146 (186,651) $3248 (28,481) $7260

Outstanding at November 30, 2015 2,794,470 $4172 573,186  $3975 241,739 $63 11

The total grant dae fair value of TBS, PBS and MBS awards vested was $41 mullion in both 2015 and 2014 and
$42 mullion 1n 2013 As of November 30, 2015, there was $55 million of total unrecogruzed compensation cost
related to TBS, PBS and MBS awards As of November 30, 2015, the toal unrecognized compensation costs
related to TBS, PBS and MBS awards arc expected to be recognized over & weighted-average penod of 09,0 8
and | O years, respectively

Stock Option Plans

In 2007 and 2008, the Comumtiee decided to cease granting stock options to our employees and non-executive
board members, respectively, and to nstead grant them TBS awards A combined summary of Carnyval
Corporauon and Carmuval ple stock aption acuvity during the year ended Novemnber 30, 20135 related to stock
options previously granted was as follows

Weighted-
Avel A e
Weighted-Avernge Contractual Ininnsc
Shares Exercise Pnce Term Value {a}
(1n years) (in wllions)
Quistanding at November 30, 2014 1,059,256 §51 36
Exercised (190,690) $46 49
Forfeited or expired (833.566) 55263
Qutstanding and exercisable at November 30, 2015 35,000 $47 83 09 $-

[
1

(a) The aggregate mrinsic value represents the amount by which the farr value of underlying stock exceeds the
option exercise price at November 30, 2015

As of the dates of exercise, there was a nomunal intnnsic value of ophions exercased 1n 2015 and 2014 and $3
rition 1 2013 As of November 30, 2015, there 15 no unrecogmized compensation cost as there were no
unvested stock opuons Qur stock options will expire 1n 2016

Defined Benefit Pencion Plans

We have several single-employer defined benefit pension plans, which cover some of our shipboard and
shoreside employees The U S and UK shoreside employee plans are closed to new membership and are funded
at or above the level required by U S or UK regulations Substantally all of the remaining defined benefit plans
are unfunded In determuining all of our plans’ benefit abligauons at November 30, 2015 and 2014, we assumed a
weighted-average discount rate of 3 5% for both years The net asset or net hability posittons under these single-
employer defined benefit pension plans are not matenal

In addstion, we participate in two muluemployer defined benefit pension plans 1n the UK, the Bnush Merchant
Navy Officers Penston Fund (registration number 10005645) (“MNOPF™), and the Bniush Merchant Navy
Ranngs Pension Fund (registration number 10005646) (“MNRPF"), which are referred to as “the multiemployer
plans ” The MNOPF 1s divided 1nto two sections, the “New Section™ and the “Old Secuon ™ The muluemployer
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plans are maintained for the benefit of the employees of the parhicipating employers whe make contnbuttons to
the plans However, contnbutions made by employers, including us, may be used to provide benefits to
employees of other participating employers, and 1f any of the participating employers withdraw from the
multiesnployer plans or fail to make their required contributions, any unfunded obligations would be the
responsibility of the remaining participaung employers We are contractually obligated to make all required
contnbutions as determuned by the plans’ trustees All of our multiemployer plans are closed to new membership,
and the MNOPF Old Section 15 also clased to further benefit accrual and 1$ fully funded Based on the most
recent actuanal reviews at March 31, 2014 of the MNOPF New Secuon and the MNRPF, 1t was deternuned that
these plans were 87% and 67% funded, respectively The muluemployer plans have impiemented recovery plans,
as appropriate, whereby their esumated funding deficits are to be recovered through funding contnbutions from
participating employers

We expense our portion of the MNOPF deficit as amounts are invoiced by, and become due and payable to, the
trustees In 2015 and 2014, our contnbutions to the MNOPF fund were not matenal and did not exceed 5% of
total contnibutions to the fund In 2013, we received and paid in full a special assessment invoice from the
MNOPF trustee for our additional share of the MNOPF New Section deficit Accordingly, we expensed the
invotce of $15 millien in crwise payroll and related expense in 2013, which exceeded 5% of total contributions 1o
the fund In addition, we accrue and expense our portion of the MNRPF deficit based on our esumated probable
obligation from the most recent actuanal review We expensed a noninal amount in 2015 and $18 million m
2014 of our estimated probable obligation relating to our allocated share of the MNRPF deficit in cnuise payroll
and related expenses As of November 30, 2015, we had no remaining estimated obligation of the MNRPF deficit
after contributing $14 3 nullion in 2015 In 2015 and 2014, our contnbutions to the MNRPF exceeded 5% of
total contributions to the fund In 2013, our contnbutions to the MNRPF were not material and did not exceed
5% of total conmbuuons to the fund It 1s possible that we will be required to fund and expense additional
amounts for the muluemployer plans in the future, however, such amounls are not expected to be matenal to our
consoludated financial statements

Total expense for all defined benefit pension plans, including the muluemployer plans, was $47 million 1n 20185,
$69 mullion (n 2014 and $62 million in 2013

Defined Contninibution Plans

We have several defined contnbution plans available to most of our employees We contribute to these plans
based on employee contnibutions, salary levels and length of service Total expense for these plans was $30
nuilion in 2015 and $25 million n both 2014 and 2013

NOTE 14 - Earnings Per Share

Our basic and diluted earmings per share were computed as follows (in mullions, except per share data)

Years Ended November 30,
015 2014 2013

Net income for basic and diluted carmings per share 31,757 31,216 $1,055
Weighted-average common and ordinary shares outstanding 777 776 715
Dilutive effect of equity plans 2 2 2
Diluted weighted-average shares outstanding 779 778 177
Basic earmings per share 5226 $157 $136
Diluted earnings per share $226 $156 $136
Anti-dilutive equity awards excluded from diluted eamings per share computations - 1 4

NOTE 15 - Supplemental Cash Flow Information

Cash paid for interest, net of capitahized interest, was $216 mllion 1n 2015, $297 mullion in 2014 and $301
mutlion 1n 2013 In addiuon, cash paid for income taxes, net of recovenes, was $40 mllion 1n 2015, $5 mullion 1n
2014 and $4 mulhon 1n 2013
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MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

Our management 15 responsible for establishung and maintaining adequate internal control over financial
reporting, as such term 1s defined in the Secunties Exchange Act of 1934 Rule 13a-15(f) Under the superviston
and with the parucipation of our management, including our President and Chief Execuuve Officer and our Chief
Financial Officer, we conducted an evalustion of the effecuveness of our internal control over financial reporting
based on the 2013 Intenal Control - Integrated Framework, 1ssued by the Commuttee of Sponsonng
Organizatigns of the Treadway Commussion (“COSO Framewark™) Based on our evaluation under the COSO
Framework, our management concluded that our internal control over financial reporting was effective as of
November 30, 2015

PricewaterhouseCoopers LLP, the independent registered certified public accounting firm that audsted our
consolidated financial statements, has also audited the effectiveness of our entemal contrel over financial
reporung as of November 30, 2015 as stated in their report, which 15 included wn this 2015 Annual Repont

A BN

Amold W Donaid Dawvid Bernstein
President and Chief Executive Officer Chief Financial Officer
January 29, 2016 January 29, 2016
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REPORT OF INDEPENDENT REGISTERED CERTIFIED PUBLIC ACCOUNTING FIRM
To the Boards of Directors and Shareholders of Carmival Corporation and Carnaval ple

In our opimon, the accompanying consolidated balance sheets and the related consolidated statements of mcome.
comprehensive income, cash flows and sharcholders' equity present fairly, in all matenal respects, the financial
position of Carival Corporation & plc (compnsing Carmival Corporation and Carmaval plc and ther respective
subsidiartes, the “Company™) at November 30, 2015 and November 30, 2014, and the results of their operations
and therr cash flows for each of the three years i the period ended November 30, 2015 1 conformuty with
accounting principles generally accepted 1n the United States of Amenca Also in our opiruon, the Company
maintained, in 2l matenal respects, effective internal control over financial reporting as of November 30, 2015,
based on cntena esiablished i the 2013 Intenal Cortrol — Integrated Framework, 1ssued by the Committes of
Sponsonng Orgamizations of the Treadway Commussion (“COSO Framework™) The Company’s management 1s
responsible for these financial statements, for mantaming effecuve intemal control gver financtal reporting and
for 1ts assessment of the effectiveness of mtemnal control over financial reporting, included 1n Management's
Report on Intemal Control Over Financial Reporting Our responsibility is to express opinions on these financial
statements and on the Company’s internal control over financial reporting based on our integrated audits We
coenducted our audits 1n accordance with the standards of the Public Company Accounting Oversight Board
(Unuted States) Those standards require that we plan and perform the audits to obtain reasonable assurance about
whether the financial statements are free of matenal nusstatement and whether effectrve intemal control over
financial reporting was maintained 1n all matenial respects Our audits of the financial statements included
examening, on a test basis, evidence supporung the amounts and disclosures 1n the financial stalements, assessing
the accounting pnnciples used and significant esimates mede by management, and evaluating the overall
financial statement presentation Our audit of internal control over financial reporing included obtaming an
understanding of mtemal control over financial reperting, assessing the risk that a matenal weakness exssts, and
testing and evaluaung the design and operating effeciveness of intemal control based on the assessed sk Our
auduts also mcluded performing such other procedures as we considered necessary in the circumstances We
belicve that our audits provide a reasonable bas:s for our opinions

A company’s mtemal control over financial reporuing 1 a process designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting pninciples A company's internal control over financial reporung
includes those policies and procedures that (1) pertamn to the maintenance of records that, 1n reascnable detail,
accurately and fairly reflect the transacuons and disposiuons of the assets of the company, (11} provide reasonable
assurance that transactions are recorded as necessary to permut preparation of financial statements (n accordance
with generally accepted accounung pnnciples, and that receipts and expenditures of the company are being made
only in accordance with authonzations of management and directors of the cornpany, and (iu) provide reasonable
assurance regarding prevention or umely detection of unauthonzed acquisttiom, use, or disposihon of the
company’s assels that could have a matenal effect on the financial statements

Because of 1ts mherent limitations, internal control over financial reporting may not prevent or detect
misstatements Also, projections of any evaluation of effecuvencss to future peniods are subject to the risk that

controls may become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may detenorate

7@,@ oS 2P

Miami, Flonida
January 29, 2016
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

Cantionary Note Concerming Factors That May Affect Future Results

Some of the stalements, esumates or projections contained m thus 2015 Annual Report are “forward-looking
stalements” that involve nsks, uncertanties and assumptions with respect to us, including some statements
concerming future results, outlooks, plans, goals and other events which have not yet occurred These statements
are intended 1o quahify for the safe harbors from hability provided by Section 27A of the Secunues Act of 1933
and Section 21E of the Securites Exchange Act of 1934 All statements other than statements of historical facts
are statements that could be deemed forward-looking These statements are based on current expectanons,
esumates, forecasts and projections about our business and the industry in which we operate and the beliefs and
assumptions of our management We have tned, whenever possible, to idenufy these statemenits by using words
like “will,” “may,” “could,” “should,” “would,” “believe,” “depends,” “expect,” “goal,” “anticipate,” “forecast,”
“project,” “future,” “intend,” *'plan,” “esumate,” “target,” “mdicate” and simtlar expressions of future intent or
the negative of such terms

Forward-looking statements include those statements that may impact, among other things, the forecasung of our
adjusted earmings per share, net revenue yrelds, booking levels, pncing, occupancy, operaung, financing and tax
costs, including fuel expenses, net cruise costs per avaulable lower berth day, esumates of ship depreciable lives
and residual values, liqudity, goodwall, ship and trademark fair values and outlook Because forward-looking
statements snvolve nsks and uncertaintes, there are many factors that could cause our actual results, performance
or achievements to differ matenally from those cxpressed or unplted in thus 2015 Annual Report This note
conlans ymporiant cautionary statements of the known factors that we consider could materially affect the
accuracy of our forward-looking statements and adversely affect our business, resuls of operations and financial
positon It 1s not possible to predict or idenufy 2ll such nsks There may be additonal nisks that we consider
immatenal or which are unknown These factors include, but are not limited to, the following

— Incidents, such as ship incidents, secunty incidents, the spread of contagious diseases and threats thereof,
adverse weather condiions or other naturat disasters and the refated adverse publicity affecung our
reputanon and the health, safety, secunty and sausfaction of guests and crew,

- Econonuc conditions and adverse world events affecting the safety and secunty of travel, such as civil
unrest, armed conflicts and terronst aitacks,

~ Changes 1n and comphiance with laws and regulahons relating to environment, health, safety, secunty, tax
and antu-corruption under which we operate,

- Disruptions and other damages to our information technology and other networks and operauons, and
breaches in data secunty,

= Ability to recruit, develop and retain qualtfied personnei,

- Increases in fuel prices,

- Flucteanens in foreign currency exchange rates,

- Musallocauon of capital among our ship, joint venture and other strategic investmenis,

- Future operaung cash flow may not be sufficient to fund future obligations and we may be unable to obtam
financing,

- Detenoration of our cruise brands’ strengths and our mability to implement our strategies,

- Contnung financial viabahity of our trave! agent disinbuuon system, arr service providers and other key
vendors 1n our supply chain and reductions in the availability of, and increases in the prices for, the services
and products provided by these vendors,

~ Inabilty to implement our shipbwilding programs and ship repairs, mamtenance and refurbishments on
terms that are favorable or consistent with our expeciations and increases to our repairs and mantenance
expenses and refurbishment costs as our fleet ages,

— Failure to keep pace with developments in technology,

-~ Geographic regions tn which we try to expand our business may be slow to develop and ultimately not
develop how we expect and our internattonal operations are subject to additional nisks not generally
applicable to our U S operattons,

~ Competion from and overcapacity in the cruise ship and land-based vacation industry,

- Econonuc, market and politscal factors that are beyond our control, which could increase our operatng,
financing and other costs,

-~ Lingation, enforcement acuons, fines or penalues,

= Lack of continuing availability of attractive, conventent and safe port destinations on (erms that are
favorable or consistent with our expectations,

= Umion disputes and other employee relauonship issues,
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- Decistons to self-insure against vartous risks or the nability to obtain insurance for certamn nsks at
reasonable rates,

-~ Reliance on tturd-party providers of vartous services integral to the operations of our business,

~ Business acuvies thal mnvolve our co-mvestment with third parues,

— Dysrupuons in the global financial markets or other events that may negatively affect the ability of our
counterparues and others to perform theswr obhigatsons to us,

~ Qur shareholders may be subject to the uncertainties of a foreign legal system since Carmval Corporation
and Carnival plc are not U § corporauons,

—  Small group of sharcholders may be able to effectively control the outcome of shareholder voting.

—~ Provisions in Carruval Corporation’s and Carmival ple’s constitutional documents may prevent or discourage
takeovers and business combinations that our shareholders might constder to be m ther best mnterests and

~ The DLC arrangement involves nsks not associated with the more common ways of combimng the
operations of two compantes

Forward-looking siaiements shoutd not be relied upon as a prediciion of actual resulis Subject to any conhnwng
obliganons under applicable law or any relevant stock exchange rules, we expressly disclaim any obhiganon to
dissermnate, after the date of this 2015 Annual Report, any updates or revisions (o any such forward-looking
staternents to reflect any change i expectauons or events, condifions or circumstances on which any such
statements arc based

2015 Executive Overview

Overall, 2015 was a great year for us as we continued to improve camungs with over 40% growth driven by
higher crnse ucket pncing and onboard spending and lowes {uel prices, despite the unfavorable foreign curvency
tmpact and macroeconomic and geopohucal challenges We also achieved a ROIC at November 30, 2015 of
nearly 7 5%, which 15 up from approximately 4 5% two years ago, as we move towards our goal of double digit
ROIC 1n the next twe to three years, while maintaiung a strong balance sheet (we define ROIC as the twelve-
month adjusted earnings before interest divided by the monthly average of debt plus equaty munus construction-
In-progress)

Net mcome for 2015 increased 44% to $1 8 brllion from $1 2 billton for 2014 (dilutedt earnings per share was
$2 26 1n 2015 compared to $1 56 11 2014) The increase in our net income for 2015 was driven primanly by the
following

— Increases i crwise ticket pricing, driven pnmarnly by improvements in Alaskan and Caribbean 1ineranes for
our North America brands and Mediterrancan and North European 1uneranes for our EAA brands, mostly
offset by the net unfavorable foreign currency transactional impact,

— Hgher onboard spending by our guests on both sides of the Atlantic and

— Lower fuel prices, parually offset from losses on fuel denvauves

These increases to 2015 net income were partially offset by the unfavorable foreign currency translational impact
and lagher dry-dock expenses resulung from a higher number of dry-dock days in 2015 compared to 2014

Our key Non-GAAP performance financial measures for 2015 were as follows (see “Key Performance Non-
GAAP Financial Indicators™)

~  Adjusted net tncome increased 40% to $2 1 billion from $1 5 ballion for 2014 (adjusted diluied earmings per
share 1in 2015 was 32 70 compared to $1 93 1n 2014),

~ Netrevenue yields on a constant currency basis increased 4 3%, compnised of a 3 §% increase m net
passenger ucket revenue yields and a 5 9% increase in net onboard and other revenue yiclds and

- Net cruise costs excluding fuel per ALBD ("available lower berth day™) on a constant currency basis
mcreased 3 3%

Our abihity to generate sigrificant operating cash flows allows us to intemally fund our capital investments In
addition, we are commtted to returming *“free cash flows” (defined as cash flows from operations less investing
activities) 10 our shareholders in the form of dividends and/or share buybacks In 2015, we generated over $4 5
billion of cash from operations, 33% higher than Jast year, and used $2 5 billion to fund investing activittes,
leaving us with $2 1 brlhion, the majority of which has been returned to our shareholders through our regular
quarterly dividends and share buybacks in addition, we increased our quanerly dividend by 20% to $0 30 per
share from $0 25 per share and repurchased $276 mullion of our shares under the Repurchase Program

We conunue to idenufy and implement new strategies and tactics to sirengthen our crutse tickel revenue
management processes and sysiems across our portfcho of brands, such as opumizing our pnicing methodologies
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and improving our pneing models In addition, we are m the process of developing a state-of -the-art revenue
management system that wall ultimately enable our brands to further optimize pncing and inventory We are also
implementng new 1mtiatives to better coordinate and cptimize our brands’ global deployment strategies to
maxsmuze guest satisfection and itinerary profits Furher, we are implementing imtiatives to strengthen our
onboard revenue programs Finally, we added & new port facility, Amber Cove in Puerto Plata, Dormmican
Republic, strategicaily located in the central Canbbean

We also continue 10 1mplement imit:atives to create addiuonat demand for our brands, ulumately leading to
higher revenue yields Thus includes increasing consumer awareness and consideratton of our cnuise brands and
the global cruuse industry through coordinated medsa communicatian, expanded trade-show presence and
advertising

Our goal 15 to consistently exceed our guests’ expectations while providing them with 2 wide vanety of
exceplional vacation expeniences 'We belteve that we can achieve this goal by continually focusing our efforts on
helping our guests choose the cruise brand that will meet their unique needs and desires, improving their overall
vacation experiences and building state-of-the-art ships with innovative onboard offenngs and unegualed guest
services We are conunuing to work on the next generauion of innovative guest EXperniences so as to ensure we
will be consistently exceeding our guest expectaions

Pnincess celebrated its SO anmiversary this year with an array of celebratory activities and entertainment
throughout the year to commemorate half a century of cruising, including a reunuon of the ongmal cast of “The
Love Boat” TV senes, and an award winning float an the New Years' Day Rose Bowl Parade Also, Cunard
celebrated its 175th anmuversary 1n cittes around the world that chimaxed in May with the first ever meetng of the
three Queens in Liverpool, England Thus event attracted more than 1 3 million shoreside spectators, in what may
have been the largest atendance a1 a single day mantime cvent anywhere 1 the world Finally, we had a five
ship event 1n the Sydney Harbor for P&O Cruiscs (Austrahia) that attracted well over three hours of live coverage
on Austraha’s “Today” show

Strong relauonships with our travel agents are especially vital Lo our success We continue 1o strengthen our
relationship with the travel agent community by increasing our communication and outreach, implementing
changes based on travel agent feedback and improving our educational programs (o assist agents in stimulating
cruise demand

In 2015, we remnforced our leadership position in China with the successful introduction of our fourth ship
homeported in China We behieve that we have sigmificant opportunitics to coninue o grow our presence in
China due to 1ts large and growing middie-class populauon and expansion of their international tourism We also
intend to expand our brand portfolio in China 1n the future As we execute our strategy o accelerate growth 1n
China, we have the benefit of nine years of local experience ta help guide our expansion and enhance our cruise
products and services to make them even more attracuve 1o our Chunese guests

With 99 stups and more than 10 8 mullion guests 1n 2015, we have the scale (o opuimaze our structure by utihizing
our combined purchasing volumes and common technologies as well as implementing cross-brand inutiauves
amed at cost containment We have also established global leaderstup positions for communications, guest
expenence, mantime, procurement, revenue management and strategy 1o increase collaboration and
commumcation across our brands and help coordinate our global efforts and imatives

We constder health, environment, safety, sccunty and sustainability matters to be core guiding pnnciples Qur
uncompromusing commutment Lo the safety and comfort of our guests and crew 15 parmmount to the success of our
business We are comnutted to operating a safc and reliable flect and protocting the health, safety and sccunty of
our guests, employees and all others working on our behalf, thereby promoting an organization that 1s free of
ingunes, illness and loss We continue to focus on further enhancing the safety measures onboard all of cur ships
We are also devoted to protectng the environment in which our vessels smi and the communities in which we
operate We are dedicated to fully complying with, or exceeding, all relevant legal and statutory requirements
refated 10 health, environment, safely, secunty and sustmnability throughout our busmess

We employ an average of 82,200 crew members, including officers, onboard the ships we currently operate,
which excludes employees who are on a leave We also have an average of 10,000 full-ime and 2,400 part-ume/
seasonal shoressde employees Our goal 15 to recruit, develop and retain the finest shipboard and shoreside
employees A team of highly motivated and engaged employecs s key to delivening vacation experiences that
exceed our guests” expectations We are a diverse orgamization and value and suppon our talented and diverse
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employce base We also are commutted to employing people from around the werld and hinng them based on the
quality of their expenence, skills, educauon and character, without regard for their rdentification with any group
or classification of people

In 2015, we inroduced P&C Crnses (UK)'s 3,647-passenger Britanma, the largest ship ever built specifically
for Briush guests and named by Her Majesty, Queen Ehizabeth [I In addition, we signed eight new ship orders
this year As of January 22, 2016, we have a total of 17 cruise ships scheduled 10 be dehivered between 2016 and
2020 Some of these ships will replace existing capacity as less efficient shups exit our fleet Since 2006, we have
removed 17 ships from our Meet and will remove one more ship in March 2016 We have a disciplined, measured
approach 1o capacity growth so that we achieve an optimal balance of supply and demand to maximize our
profitability

Outlook for the 2016 First Quarter and Full Year

On December 18, 2015, we said that we expected our adyusted ciluted earmings per share for the 2016 first
quarter to be in the range of $0 28 to $0 32 and 2016 full year to be mn the range of $3 10 10 $3 40 (sce “Key
Performance Non-GAAP Financial Indicators™) Our guidance was based on the assumptions in the table below

On January 26, 2016, updated only for the current assumptions in the table below, our adjusted diluted earmings
per share for the 2016 full year would decrease by $0 08 This decrease was caused by foreign currency exchange
rates, including both foreign currency translational and transactional ympacts of 30 11 per share, parally offset
by a $0 03 per share increase due to lower fuel prices, net of forecasted realized losses on fuel denvatives In
addion, our adjusted diluted earnings per share for the 2016 first quaner would decrease by $0 02

2016 Assumptions
December 18, 2015 Jznuary 26, 2016

First quarier fuel cost per metnc ton consumed $239 $226
Full year fuel cost per metric ton consumed $ 246 $222
First quarier currencies

U S dollar 10 Euro $110 $108

U S dollar 10 Sterling $151 $144

U S dollar to Austrahan dollar $073 2071

U S dollar to Canadian doitar 3073 $071
Full year currencres

U S doilar to Euro $110 $108

U S dollar to Sierling $1 51 $143

U S doliar o Australian dollar $073 $070

U S dollar to Canadian dollar $073 $071

The fuel and currency assumptions used 1n our guidance change daily and, accordingly, our forecasts change
daily based on the changes in these assumpuons

The abave forward-looking statements tnvolve risks, uncertmntes and assumgpuons with respect tous There are
many factors that could cause our actual results to differ matenally from those expressed above including, but not
timtted to, ;mecidents, such as shup icidents, secunty wcidents, the spread of contagious diseases and threats
thereof, adverse weather condiions or other natural disasters and the related adverse publicity, economic
conditions and adverse world events, changes in and comphiance with vanious laws and regulations under whech
we operate and other factors that could adversely impacl our revenues, costs and expenses You should read the
above forward-looking statements togesher with the discussion of these and other nsks under “Cantonary Mote
Concerning Factors That May Affect Future Results ™

Critical Accounting Estimates

Qur ¢ntical accounting estimates are those that we believe require our most sigmficant judgments about the
effect of matters that are inherently uncertin A discusston of our cnucal accountng estimates, the underlying
Judgments and uncertanues used to make them and the hkelhood that materially different esumates would be
reparted under dufferent conditions or using different assumpuons 1s as follows

Shnp Accounting

Our most significant assets are our ships, inclueding ship improvements and shups under constructson, which
represent 78% of our total assets at November 30, 2015 We make several critecal accountng esumates with
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respect to our ship accounting First, in order 1o compute our ships' depreciation expense, which represented 1 1%
of our eruise costs and expenses 1n 2015, we have 1o esumate the useful ife of each of our ships as well as their
residual values Secondly, we account for ship improvement costs by capitalizing those costs that we believe add
value 1o our ships and have a useful life greater than one year, and deprecrate those improvements over the
shorter of their or the shups’ esumated remainmg usefu} ife, while the costs of repairs and maintenance,
inctuding minor improvement costs and dry-dock expenses, are charged to expense as mcurred Finally, when we
record the retirement of a ship component that ss included within the shup’s cost basis, we may have to estimate
the net book vatue of the assel being retred in order to remove 1t from the ship’s cost basis

We determne the useful life of our ships and ship improvements based on our esumates of the penod over which
the assets will be of economuc benefit to us, ncluding the impact of long-term vacanon market conditions,
marketing and technical obsolescence, competiuon, physical detenoration, historical useful lives of sumularly-
buslt ships, regulatory constraimnis and masntenance requirements [n addition, we consider esumates of the
weighted-average useful lives of the ships’ major component systems, such as the hull, cabins, main clectne,
superstructure and engines Taking all of thus into consideration, we have esiimated our new ships® useful Lives at
30 years

We determine the restdual value of our ships based on our long-term estumates of their resale value at the end of
ther useful Life 1o us but before the end of thewr physical and economue lives Lo others, hustorical resale values of
our and other cruise ships and viability of the secondary cruise ship market We have estimated our residual
values at 15% of our onginal ship cost

Given the large size and complexity of our sheps, ship accounung esumates require considerable judgment and
are inherenily uncertain We do not have cost segregation studies performed 1o specifically componenuize our
ships In addition, since we do not separately componentize our ships, we do not idenufy and track depreciation
of onginal ship components Therefore, we typically have to esumaie the net book value of components that are
retired, based pnmanly upon their replacement cost, their age and their enginal estimated useful hives

If matenally different conditions existed, or if we matenally changed our assumptions of ship useful lives and
residual values, our depreciation expense, loss on retirement of ship components and net book velue of our ships
would be matenally different In additson, 1f we change our assumptions in making our deterrunations as to
whether improvements to a stup add value, the amounts we expense each year as repair and maintenance expense
could increase, which would be partially offset by a decrease in depreciation expense, resulung from a reduction
1n capntalized costs Qur 2015 ship depreciation expense would have increased by appreximately $40 mmillion
assuming we had reduced our estimated 30-year ship useful ife esimate by one year at the ume we took delivery
or acquired each of our shups In addition, our 2015 ship depreciation expense would have increased by
approximately $210 mullion assurmng we had esimated our shps to have no residuz] value at the tiume of thear
delivery or acquisition

We belicve that the estmates we made for ship accounting purposes are reasonable and our metheds are
consistently applied in all matenial respects and, accordingly, result in depreciation expense that1s based on a
rational and systematic method to equitably allocate the costs of our ships 10 the periods during which we use
them [n addition, we believe that the estimates we made are reasonable and our methods consistently apphied 1n
all matenal respects in determining (1) the useful life and residual values of our shaps, including ship
improvements, {2) which improvement costs add value to our shups and (3) the ret book value of ship component
assets being retired Finally, we believe our criieal ship eccounting estimates are generally comparable with
those of other major cruise companics

Asset Impairments

Imparment reviews of our crwise ships, goodwill and trademarks require us to make significant esimates 1o
determune the faur values of these assets and cruise brands

For our cruise ships, we perform our impairment reviews, if required, at the individual cruise ship level, which s
the lowest level for which we maintamn idenufiable cash flows that are independent of the cash flows of other
assets and Liabihues See Note 11 - “Far Value Measurements, Denvative Instruments and Hedging Activibes”
1 the consolidated financial statements for a discusston of shup impatrment charges recorded in 2014 and 2013

We believe 1t 1s more-likely-than-not ("MLTN™) that each of our cruise brands® esumated fasr value that carry
goodwill at November 30, 2015 exceeded their carrying value We also believe that 1115 MLTN that the
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esumated far value of each of our cruise brands’ trademarks recorded at November 30, 2015 exceeded thewr
carrymg values See Note 11 - “Fair Value Measurements, Denvauve Instruments and Hedging Activitzes™ in the
consohidated financial statements for additonal discussion of our goodwill and trademark impairment reviews

The determimauon of fair value includes rumerous assumptions that are subject 10 vanous nsks and uncertantes,
unless a comparable, vigble actively-treded market exists, which 15 usually not the case for cruise ships, cruise
brands and trademarks Our shaps' fair values are typically esumated based esther on shap sales price negotiations
or discounted future cash flows The principal assumpiions used to calculae our discounted future cash flows
mrclude forecasted future operating results over the expected penod we believe the ships will have economic
benefit to us and their esumated residual values

In performing qualtative assessments of our cruise brands that carry goodwiil, qualitative factors that we
consider to determmne thear effect on cach of the cruise brand’s estimated fair values include industry and market
conditions, macroeconomic coendiwons, changes 1o WACC, overall financial perfermance, changes in fuel prices
and capital expenditures In determunuing the esumated far values of cruise brands utilizing discounted future
cash flow analysis for our quanutative goodwill impairment tests, significant judgments are made related to
forecasted operating results, including net revenue yields and net cruise costs including fuel prices, capacity
changes, including the expected rotation of vessels into, or out of, the cruise brand, WACC of market
participants, adyusted for the nsk attnbuable to the geographic regions 1n wheeh the cruise brand operates, capital
expenditures, proceeds from forecasted dispositions of ships and terminal values

In additien, 1n performing our qualitative assessments of our cruise brands’ sigmficant trademarks, qualnative
factors that we consider to determine thewr effect on each of the cruise brand’s recorded trademarks® esumated
fair values include industry and market condions, macroeconomuc conditions, changes to the WACC, changes
n royalty rates and overall financial performance In deternuning our trademark estinated fair values for our
quantitative impairment tesis, we also use discounted future cash flow analysis, which requires some of the same
stgmficant judgments discussed above Specifically, determining the esimated amount of royalues that we are
relieved from having to pay for the use of the associated trademarks 1s based upon forecasted cruise revenues and
& market partzcipant’s royalty rate The royalty rates are estimaled pnmarily using comparable royalty
agreements for similar industnes

We believe that we have made reasenable esumates and judgments in determining whether our cnuise ships,
goodw:ll and trademarks have been impaired However, if there 15 a change in assumptions used or If there 1s a
change in the conditions or circumstances influencing fair values 1n the future, then we may need to recognize an
mmpairment charge

Contingencies

We penodically assess the potential labilities related to any lawsuits or claims brought against us, as well as for
other known unassernted claims, including envirenmental, legal, regulatory, guest and crew and tax matters In
addition, we penodically assess the recoverability of our trade and other recervables and our charter-hire znd
ather counterparty credit exposures, such as contractual nonperformance by our Asian shup charter tour operators
and financial and other institutions with which we conduct sigmificant business Our credit expesure also includes
contingent obligations related to cash paymenis recesved directly by travel agents and tour operators for cash
collected by them on cruse sales in Australia and most of Europe where we are obligared 1o honor our guests’
eruise payments made by them to their travel agents and tour operators regardless of whether we have received
these payments Whle 1t (s typically very difficult to deterjure the timng and ulumate ontcome of these matiers,
we use our best judgment to determine if 1t 15 probable, or MLTN for income 1ax matters, that we will incur an
expense related to the seftlement or final adjudication of such matters and whether a reasonable estimation of
such probable or MLTN lass, if any, can be made In assessing probable losses, we make esumates of the amount
of probable insurance recovenes, if any, which are recorded as assets We accrue a liability and establish a
reserve when we belteve a loss 1s probable or MLTN for income tax matters, and the amount of the loss can be
reasonably estinated 1n accordance with U S GAAP Such accruals and reserves are typically based on
developments to date, management's esumates of the outcomes of these matters, our expenence in cantesiing,
hiugaung and setiling other similar non-income {ax matters, histoncal claims expenence, actuanally deterrned
estimates of habihiues and any related insurance coverages Sec Note 8 ~ “Contingencies,” Note 9 - “Taxation”
and Note 11 - “Fair Value Measurements, Denvative Insttuments and Hedging Activities” in the consolrdated
financial statements for addinonal information concerming our contingencies

Given the inherent uncertainty related to the eventual outcome of these matiers and potential insurance
recovenes, it 18 possible that all or some of these matters may be resolved for amounts matenally different from
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any provisions or disclosures that we may have made with respect to thewr resclution In addiion, as new
information becomes available, we may need to reassess the amount of asset or liability that needs to be accrued
related to our contingencies All such revisions in our esumates could matenally impact our results of operations
and financial posiion

Results of Operations
We earn substantially all of our cruise revenues from the following

- sales of passenger cruise tickets and, 10 some cases, the sale of air and other transportation to and from
airpons near our shups’ home ports and cancellation fees The cruise hickel pnce typically mcludes
accommodations, most meals, some non-alcoholic beverages and most onboard entertzinment We also
collect fees, taxes and other charges from our guests, and

- sales of goods and services pnmanly onboard our ships not included 1n the cruise ucket pnce including
substantially all hquor and some non-alccholic beverage sales, casino gaming, shore excursions, gift shop
sales, photo sales, commumncatton services, full service spas, specialty themed restaurants, cruise vacation
protection programs and pre- and post-cruise land packages These goods end services are provided either
directly by us or by independent concessionaires, from which we receive cither a percentage of their
revenucs or a fee

We mcur cruise operating costs and expenses for the followmng

~  the costs of passenger cruise bookings, which represent costs that are directly associated with passenger
cruise uckel revenues, and include trave! agent comnussions, air and other transportation related costs, fees,
taxes and other charges that vary with guest head counts and related credit and debit card or direct debit
fees,

— onboard and other enuse costs, which represent costs that are directly associated with onboard and other
revenues, and nclude the costs of Liquor and some non-alcoholic beverages, costs of tangible goods sold by
us 1n our gift shops and from our photo sales, communication costs, costs of cruise vacation protection
programs, costs of pre- and post-cruise land packages and related credit and debit card or direct debat
fees Concession revenues do not have significant associated expenses because the costs and services
meurred for concession revenues are bome by our concessionaires,

—  fuel costs, which include fuel delivery costs,

- payroll and related costs, which represent all costs related to our shipboard personnel, including deck and
engine crew, including officers, and hotel and adminisirative employees, while costs associated with our
shoreside personnel are included tn seling and admimistrative expenses,

— food costs, which nclude both our guest and crew food costs and

—  other ship operating expenses, which nclude port costs that do not vary with guest head counts, repairs and
mantenance, including minor improvements and dry-dock expenses, hotel costs, entertanment, gains and
losses on ship sales, ship impairments, freight and logistics, insurance premiums and all other shup operating
expenses

For segment information related to our North Amenca and EAA cnuse brands’ revenues, expenses, opcraing
income and other financial information, see Note 12 — “Segment Informatton™ 1n the consohidated financial
statements

Statistical Information

Years Ended November 30,
2015 2014 2013

ALBDs (in thousands) (a)(b) 77,307 76,000 74,033
Occupancy percentage (c) 148% 1041% 1051%
Passengers carned (in thousands) 10,837 10,566 10,061
Fuel consumption in metng tons (in thousands) 3,184 3,194 3.266
Fuel consumption in metric tons per ALBD 0041 0042 0044
Fuel cost per metnic ion consumed $ 393 § 636 § 676
Currencies

U S dollar to Euro $ 112 § 134 8 132

U S dollar to Sterling $ 154 § 166 § 156

U S dollar to Australian dollar $ 076 $ 091 § 098

U S dollar to Canadian dollar $ 079 §$ 091 § 097

(See next page for footnotes )




(a) ALBD 1s a standard measure of passenger capacity for the peniod that we use 1o approximate rate and
capacity vanances, based on consistently applied formulas that we use to perform gnalyses to deterrine the
mait non-~capacity dnven factors that cause our cruise revenues and expenses to vary ALBDs assumne that
each cabin we offer for sale accommodates two passengers and 1s computed by muluplying passenger
capacity by revenue-producing ship operating days in the penod

(b} 1nn 2015 compared to 2014, we had a 1 7% capacity increase in ALBDs compnised of a 4 1% capacrty
merease in our EAA brands and a shght capacity increase m our North Amenca brands

Our EAA brands® capacity increase was caused by

— full year ympact from one Costa 3,692-passenger capacity ship delivered 1n 2014 and
= the parual year impact from one P&O Crwises (UK) 3,647-passenger capacity ship delivered in
2015

These increases were partially offset by

~ full year impact from the bareboat charter/sate of a Costa ship and a former Ibero ship and
— more ship dry-dock days in 2015 compared to 2014

OQur North Amenca brands’ slight capacuty increase was caused by the full year impact from one Princess
3,560-passenger capacily ship delivered in 2014

This increase was partially offset by

~ more shup dry-dock days tn 2015 compared to 2014 and
— fewer ship operating days due to pro rated voyages

In 2014 compared 1o 2013, we had a 2 7% capacuty increase 1n ALBDs compnsed of a 4 3% capacily
inerease i our North America brands and a minor capacity increase in our EAA brands

Our North Amenca brands' capacity increase was caused by

— the full year impact from one Pnncess 3,560-passenger capacity ship delivered m 2013,
~ the partial year untpact from one Princess 3,560-passenger capacity shup delivered 1n 2014 and
= fewer ship dry-dock days in 2014 compared to 2013

€} Inaccordance with cnuse industry practice, occupancy is calculated using a denomunator of ALBDs, which
assumes two passengers per cabun even though some cabins can accommodaie three or more
passengers Percentages n excess of 100% indicate thas on average more than \wo passengers occupied
some cabins

2015 Compared to 2014
Rewision of Prior Pervod Finanaal Statements

Management’s discussion and analysis of the results of operations 1s based on the revised Consolidated
Statement of [ncome for the year ended November 30, 2014 (see “Note | - General - Revision of Prior Penod
Financial Statements™ 1n the consolidated financial statements for addiuonal discussion)

Revenues
Consolidated

Crwise passenger ticket revenucs made up 74% of our 2015 tota! revenues Crusse passenger tickel revenues
decreased by $288 million, or 2 4%, to $11 6 billion in 2015 from $11 9 billion n 2014

This decrease was caused by the foreign currency translational impact from a stronger U S dollar agasnst the
curo, sierhng and the Australian dollar (“2015 foreign currency translational smpact™), which accounted for $715
mllion

This decrease was parually ofTset by

~ $205 mullion - 1 7% capacity increase n ALBDs,

= $155 muilhon - net increase 10 cruise tcket pncing, dnven pnmanly by improvements 1n Alaskan and
Canbbean 1meranes for our North Amenca brands and Mediterranean and North Eurcpean iuneranes for
our EAA brands, mostly offset by net unfavorable foreign currency transacttonal impacts and

- $86 mullion - shght wncrease 1n occupancy
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The remaming 26% of 2015 10tal revenues were substanually all compnsed of onboard and other cruise
fevenues, which mereased by $107 muilion, or 2 8%, to $3 9 talhion in 2015 from $3 8 bilhonin 2014
Thus increase was caused by

— $185 million - higher onboard spending by our guests,
—~ $65 milhon - 1 7% capacity sncrease m ALBDs and
- $27 million - shight increase 1n occupancy

These increases were partiatly offset by the 2015 foreign currency translauonal impact, which accoumned for
$165 million

Onboard and other revenues included congession revenues that decreased shghtly and remained at $1 1 tllon in
both 2015 and 2014

North America Brands
Cruwise passenger ticket revenues made up 72% of our North America brands® 2015 wota) revenues Cruise
passenger ticket revenues increased by $152 mllion, or 2 2% to $7 0 billion in 2015 from $6 9 bltion 1n 2014
This increase was caused by

—~  $i32 million — 2 0 percentage point increase m o<cupancy and
- $26 nmullion - net increase m cnuse tcket pricing, dnven pnmarily by improvements n Alaskan and
Canbbean iuneranes, mostly offset by unfavorable foreign currency transactional impacts

The remaining 28% of our North Amenca brands® 2015 total revenues were compnsed of onbeard and other
crwise revenues, which increased by $149 million, or 5 8%, to $2 7 billion 1n 2015 from $2 6 billion 10 2014

This increase was caused by

— $110 milion — hugher anboard spending by our guests and
~  $49 million — 2 0 percentage point increase (n ocCuUpancy

These increases were parually offset by lower third panty revenues, which accounted for $18 muillion

Onboard and other revenues included concesston revenues that increased by $12 mallion, or 1 6%, 10 $747
million in 2015 from $735 mallion in 2014

EAA Brands
Cruise passenger ucket revenues made up 32% of our EAA brands’ 2015 total revenues Cruise passenger ticke!
revenues decreased by $430 mulhon, or 8 5%, to $4 6 billion in 2015 from $5 0 billion 2014
Thus decrease was caused by
-~ $715 million - 2015 foreign currency translational 1mpact and
- $58 m:len - 1 2 percentage point decrease in occupancy
These decreases were partially offset by

- %205 multion — 4 1% capacity increase in ALBDs and
~  $135 mtlion - increase 1n cruise ucket pricing, dnven primanly by improvements in Mediterranean and
North Evropean tuneranes and favorable foreign currency transactional impacts

The remaimng 18% of our EAA brands® 2015 tota) revenues were comprised of onboard and other cruise
revenues, which decreased by $81 mullion, or 7 3%, to $1 0 balkton tn 2015 from $! 1 billion in 2014

This decrease was caused by the 2013 foreign currency translational impact, whuch accounted for $165 million

This decrease was partuially offset by

- 51 mullion - lugher onboard spending by our guests and
- $45 million — 4 1% capacity increase 1n ALBDs
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Onboard and other revenues mcluded concession revenues that decreased by $38 nulhion, or 10%, to $329
million tm 2015 from $367 mullion 1 2014 This decrease was caused by the 2015 foreign currency translatanal
impact

Costs and Expenses
Conschidated

Operaung costs and expenses decreased by $973 mullion, or 9 3%, to $9 4 bilhion 1n 2015 from $10 4 billion m
2014

This decrease was caused by

- $776 mullion - lower fuel pnces,

—  $475 mullign — 2015 foreign currency translational impact,

- $53 mullion — nonrecurrence of impairment charges mcured m 2014 related to Grand Celebration and
Grand Holhday,

—  $43 mtlion — lower fuel cansumption per ALBD and

—  $20 nullion — gamn on a hitigation selllement

These decreases were partially offset by

—  $176 milhon — | 79 capacity wncrease in ALBDs,

—  $106 milhion - hugher dry-dock expenses as a result of lugher number of dry-dock days,

—  $37 mullion — nonrecurrence of a gan from the sale of Costa Voyager in 2014,

— %28 million — slight increase 1 occupancy and

- $47 mullion — various other operating expenses, net, partially offset by favorable foreign currency \
transactional impacts

Selling and administrative expenses remamned flat at 52 1 billton 1n both 2015 and 2014
Depreciation and amortization expenses decreased slightly and remaned at $1 6 biliion tn both 2015 and 2014

Our total costs and expenses as a percentage of revenues decreased to 84% n 2015 from 89% n 2014

North America Brands

Operating costs and expenses decreased by $517 mullion, or § 2%, to $5 8 biilton 1n 2015 from $6 3 billion 1n
2014

This decrease was caused by

— $503 mullion - lower fuel prices,

—  $41 million — decreases 1n commuissions, transportation and other related expenses,

- $25 millicn - lower fuel consumption per ALBD,

- 519 mllion - gain on a liugation setilement and

—  $30 nullion - various other operaling expenses, net, which included favorable foreign cumrency transactional
impacts

These decreases were parttally offset by

—  $58 mullion - tugher dry-dock expenses as a result of higher number of dry-dock days and
— 343 millton ~ 2 0 percentage point increase in occupancy

Our total costs and expenses as a perceniage of revenues decreased to 81% in 2015 from 89% in 2014

EAA Brands

Operating costs and expenses decreased by $472 malhion, or 12%, to $3 4 baltson 1n 2015 from $3 9 bilhon
2014

Thas decrease was caused by

- $476 mullion — 2015 foreign currency translational impact,
-~ $273 million - lower fuel pnces and

49




- $53 million - nonrecurrence of impairment charges incurred i1n 2014 related to Grand Celebranon and
Grand Holiday

These decreases were parually offset by

- $159 mullion - 4 1% capacity increase in ALBDs,

—  $49 mullion — hgher dry-dock expenses as a result of tugher number of dry-dock days,

- $37 million - nonrecurrence of a gun from the sale of Costa Voyager recogmized in 2014,

~  $26 millson ~ increases in commussions, transportatton and other related expenses and

- $59 nuilzon - vanous other operaung expenses, net, which included unfavorable foreign currency
transactional impacts

Our total costs and expenses os a percentage of revenues decreased 1o 83% 1n 2015 from 86% mn 2014

Opersting Income

Qur consolidated operatng income increased by $802 mullton, or 45%, 1o $2 6 bitlion 1n 2015 from $1 8 billion
in 2014 Our North Amenca brands’ operating income increased by $766 mullion, or 74%, te $1 8 bilhion 1n 2015
from 5! O bullien in 2014, and cur EAA brands’ operatng income increased by $45 muthon, or 5 0%, o $938
nullion 1n 2015 from $893 miltion m 2014 These changes were pnmanly due 10 the reasons discussed above

Nonoperating Expense

Net interest expense decreased by $71 million, ar 25%, to $217 mullion in 2015 from $288 million 1n 2014
pnmanly due to lower tevel of average borrowings, favorable foreign currency exchange raies end lower interest
rates

Losses on fuel denvatives, net were compnsed of the foltowing (in nullions)

Year Ended
November 30,

2015 014

Unrealized losses on fuel denvauves $(332) $(268)
Realized losses on fuel denvanves, net (244) 3)

Losses on fuel denvauves, net $(576) $(271)
Net income tax expense increased by $33 muflion to $42 mullton an 2015 from $9 mullion 1n 2014

Key Performance Non-GAAP Finanaal Indicators

We use net cruise revenues per ALBD ("net revenue yields''), net cruise casts per ALBD and net cruise costs
excluding fuel per ALBD as signtficant non-GAAP financial measures of our crmise segments” financial
performance These measures enable us to separate the impact of predictable capacity changes from the more
unpredictable rate changes that affect our business, gains and losses on ship sales and ship impairments, net, and
restructuning expenses that are not part of our core operating business We believe these non-GAAP measures
provide useful mformauan to investors and expanded tnsight to measure our revenue and cost performance as a
supplement to our U § GAAP consolidated financial statements

Nct revenue yields are commonly used in the cruise industry to measure a company’s Cruise segment revenue
performance and for revenue management purposes We use “net cruise revenues™ rather than “gross cruise
revenues” o calculate net revenue yiclds We believe that net cruise revenues 15 a more meaningful measure in
determuining revenue yield than gross cruise revenues because 1t reflects the cruise revenues eamed net of our
most significant vanable costs, which are travel agenl commissions, cost of ar and other transportation, certain
other costs that are directly assoctated with onboard and other revenues and credit and debut card

fees Substantally all of our emaining cruise costs are largely fixed, except for the impact of changing prnices
and food expenses, once our ship capacity levels have been determined

Net passenger ucket revenues reflect gross passenger tcket revenues, net of commssions, transportation and
other costs Net onboard and other revenues reflect gross onboard and other revenues, net of onboard and other
cruise costs Net passenger uckel revenue yrelds and net onboard and other revenue yields are computed by
dividing net passenger tucket revenues and net onboard and other revenues by ALBDs
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Net cruise costs per ALBD and net cruise costs excluding fucl per ALBD are the most significant measures we
use to momtor our ability to control cur cruise segments’ costs rather than gross cruise costs per ALBD We
exclude the same vanable costs that are included in the calculation of net cruise revenues to calculate net cruse
costs with and without fuel 1o avoid duplicaung these vanable costs 1n our non-GAAP financial measures In
addiuen, we exclude gains and losses on ship sales and ship impairments, net and restruclunng expenses from
our calculation of net cruise costs with and without fuel as they are not considered part of our core operauing
business and, therefore, are not an mdication of our future earmings performance As such, wealso believe 1t1s
more meamngful for gains and losses on shup sales and slup impaments, net and restructunng expenses 1o be
excluded from our net income and earnings per share and, accordingly, we present adyusted net income and
adjusted earmings per share excluding these items

As a result of our revision of 2014 and 2013 cruse ship operaling expenses, our previously reported results
changed as follows (in millions, except per ALBD data)

Year Ended November 30,2014  Year Ended November 30, 2003

As Previously As Previously
Reported As Revised Reported A Revised
Gross cruise costs per ALBD £161 69 $16193 $166 83 $167 12
Net cnuse cosis per ALBD $124 35 $124 59 $12605 $126 34
Net cnnse costs excluding fuel per ALBD $9760 $ 9784 $9623 $ 9651
U S GAAP net income 1.236 1,216 1,078 1,055
Adjusted net income 1,524 1,504 1,232 1,200

In additien, our EAA cruise brands utilize the euro, sterling and Australian dollar as their functional currency, the
monetary umit of the pnmary econonuc environment in which they operate, to measure theyr results and financial
condition This subjects us 10 foreign currency translational nsk All of our North Amencan and EAA cruise
brands also have revenues and expenses that are in a currency other than thesr functional cumrency This subjects
us to foreign currency transactional nsk

We report non-GAAP financial measures on a “constant dollar™ and “constant currency” basis assurung the 2015
and 2014 periods” currency exchange rates have remained constant with the 2014 and 2013 penods® rates,
respectively These metncs fzcilitate a comparnuve view for the changes in our business n an environment with
fluctuating exchange rates

Constant dollar reporing 1 8 Non-GAAP finencial measure that removes only the impact of changes i
exchange rates on the translauon of our EAA brands

Constant currency reporung 15 3 Non-GAAP financial measure that removes the impact of changes 1n exchange
rates on the translauon of our EAA brands (as in constant dollar) plus the transacuonal smpact of changes in
cxchange rates from revenues and expenses that are denomunated 1n a currency other than the functional currency
for both our North Amenca and EAA brands

Examples

~ The translation of our EAA brand operations to our U § dollar reporting currency results in decreases 1n
reported U S doflar revenues and expenses if the U S doliar strengthens agamst these foretgn currencies
and increases in reported U S dollar revenues and expenses if the U S dollar weakens agasnst these foreign
currencies

— QurNorth Amenca brands have a U S dollar functional currency but also have revenue and expense
transactions 1n cutrenctes other than the US dollar If the U S dollar strengthens agaist these other
currencies, 1t reduces the U S dollar revenues and expenses If the U S dollar weakens against these other
currencies, it increases the U S dollar revenues and expenses

— Our EAA brands have a euro, sterling and Austrahan dollar functional currency but also have revenue and
expense ransactions 1n currencies other than thetr functional cumrency If thear functional currency
strengthens aganst these other currencies, it reduces the functional currency revenues and expenses If the
functional currency weakens against these other currencies, it increases the functional currency revenues
and expenses
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Our foreign currency transacuonal smpact 1s more sigmificant (o our 2015 results compared to 2014 and 2013
given the continuing expansion of our global business and the heightened volatility in foreign currency exchange
rates This differed from previous years when our constant dollar reporting removed substanuially all of the
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umpact of changes s currency exchange rales between penods Accordingly, we also reported on a constant
currency basis begmnmg 1n 2015 See “Quantitative and Qualitative Disclosures About Market Rusk™ for a
further discussion of the 2016 impact of currency exchange rate changes

Under US GAAP, the realized and unrealized gains and losses on fuel derivatives not qualifying as fucl hedges
are recogmized currently in earmings We believe that unrealized gains and losses on fuel denvatives are not an
indicatton of our earrungs performance since they relate to future periods and may not ulumately be realized in
our future earmings Therefore, we believe 1t 1s more meaningful for the unrealized gains and losses on fuel
denvauves to be excluded from our net tncome and carnings per share and, accordingly, we present adjusted net
mncome and adjusted earnings per share excluding these unrealized gains and losses

We have excluded from gur carnings gwdance the impact of unrealized gans and losses on fuel denvatives
because we do not believe they are an indication of our future eamings performance Accordmgly, our earnings
gwidance 1s presented on an adjusted basis only As a result, management has not provided a reconciliation
between forecasted adjusted earnings per share guidance and forecasted U S GAAP carmngs per share gmdance
because 1t would be too difficult to prepare a reliable U S GAAP quanutative reconciliation wathout
unregsoneble effort However, we do forecast realized gains and losses on fuel denvatives by applying curren
Brent prices to the dentvanves that settle in the forecast penod

Our consolidated financial statements are prepared in accordance with U S GAAP The presentauon of our non-
GAAP financial information 1s not intended to be considered in tsolauon from, as substtute for, or supenor o the
financial information prepared 1n accordance with U S GAAP There are no specific rules for determtning our
non-GAAP os reported, constant doflar and constant currency financial measures and, accordingly, they are
susceptible to verying calculations, and it 1s possible that they may not be exacily comparable to the like-kind
wformauon presented by other companees, which 1s a potential nisk associted with using these measures (o
compare us 1o other companies

Consolidated gross and net revenue yields were computed by dividing the gross and net cruse revenues by
ALBDs as follows (dollars sn mellions, except yields)

Years Ended November 30,
018 2014
Constant Constant
2015 Dollar 2014 Dollar 2013

Passenger ticket revenues b 11,601 § 12316 § 11,889 $ 1,787 § 11,648
Onboard and other revenues 3,887 4,052 3,780 3,765 3,598
Gross cruise revenues 15,488 16,368 15,669 15,552 15,246
Less cruise costs

Commmussions, ransportahon and other {2,161) (2,324) (2,299) (2.27M (2,303)

Ooboard and other (526) {549) (51%9) (516) (339)

(2,687) (2.873) (2.818) 2.7193) (2,842)

Net passenger ticket revenues 9.440 9.992 9,590 9510 9345
Net onboard and other revenues 3,361 3,502 3.261 3,249 3059
Net cruise revenues $ 12801 $ 3495 $ 12851 & 12759 $§ 12,404
ALBDs 77307323 77,307,323 75,999,952 75999852 74,032939
Gross revenue ylelds $ 0034 S 21173 $ 20617 S 263 § 20594
% (decrease) increase Vs pnor year 28)Y% 27% 01% 0 6)%
Net revenue ylelds $ 16558 § 17457 § 16509 $ 16788 § 167 56
% (decrease) incrense vs prior year 2 1)% 2% Q9% 02%
Net passenger ticket revenue yields s 12211 & 12925 § 12618 $ 12614 § 12623
% (decrease) ncrease vs pnior year (3 2)% 24% 0 0% 09H%
Net onboard and ather revenue yrelds s 4348 § 453 § 4290 $ 4175 8 4133
% LCrease vi pnof year | 3% 56% 18% 34%
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Years Ended November 30,

2015
Constant
2018 Currency 2014
Net passenger ticket revenues 5 9440 $ 10,123 $ 9,590
Net onboard and other revenues 3,361 3,513 3,261
Net cruse revenues $§ 12801 § 13636 § 12,851
ALBDs 17.3017,323 77307323 75,999,952
Net revenue yrelds $ 16558 3 17639 $ 16909
% {(decreasc) INCrease v4 prior year 2 D% 43%
Net passenger ticket revenue yields $ 12211 $ 13094 §$ 12618
% {decrease) mcrease v§ prior year 3% 318%
Net anboard and other reveanue yrelds $ 4348 § 4545 § 4290
% 1ncrease vs prior year 13% 59%

Consolidated gross and net cruse costs and net cruise costs excluding fuel per ALBD were computed by di viding
the gross and net cnwse costs and net cruise costs excluding fuel by ALBDs as follows (dollars in millions,

except costs per ALBD)
Years Ended November 30,
2018 014
Constant Constant
2015 Dellar 2014 Dallar 2013

Crutse operating expenses 1 9292 § 9767 § 10261 § 10920 $ 10,502
Cruise selling and administrative expenses 2,058 2.168 2,046 2,035 1.871
Gross cruise cosis 11,350 11,935 12,307 12,236 12,373
Less cruise costs included above

Commussions, ransportation and other (2,161) (2.324) (2,299 (2.277) (2,303)

Onboard and other (526) (549) 519 {516) (339)

Restructunng cxpeases (25) 30 (18) (18) -

Guns (losses) on ship sales and ship

impairments, net B 8 )] 5 (178)
Net cruise costs 8,646 9,040 9,469 9420 9,353
Less fuel (1.249) (1,249 (2,033) (2,033) 2,208)
Net cruise costs excluding fuel s 7397 § 7791 § 7436 $ 7387 § 7,145
ALBDs 77307323 77,307,323 75999952 75999952 74,032,939
Gross cruise costs per ALBD $ 14681 $§ 15439 § 16193 $ 16100 5 16712
% decrease vs_prior year 9 3)% 4 N% (3 Y% {3 7Y%
Net cruise costs per ALBD $ 11183 § LI6%4 § 12459 $ 12394 $ 12634
% decrease v8 pnor year (10 2)% € 1)% {1 )% {19%
Net crse costs excluding fuel per ALBD s 9568 § 10078 % 9784 § 9719 § 96 51
% (decrease) increase vs pnior year (2 2)% 30% 1 4% 07%
Years Ended Novernber 30,
2018
Constant
2018 Currency 2014

Net cruise costs excluding fuel

s 7,387 § 7828 § 7436

ALBDs 77,300,323  77.307,323 75,999,952
Net cruise costs excluding fuel per ALBD 3 9568 $ 10126 3 9784
% (decrease) INCrease vs_pnor year 22)% 35%
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Adjusted fully diluted earmings per share was computed as follows (in mullions, except per share data)

Years Ended November 30,
2018 2014 2013
Net income
US. GAAP net income $1,757  $1.216 %1055
Restrycturing expenses 25 18 -
(Gains) losses on shup sales and ship imparments, net &) 2(a) 163 (b}
Ibero trademark and other impairment charges - - 27 (c)
Unrealized losses (gens) on fuel dervausves, net 332 268 (36)
Adjusted net income $2,106 31,504  $1,209
Weighted-average shares outstanding 779 778 77
Earnings per share
U.S. GAAP earnings per share $22 31356 $136
Restructunng expenses 003 a0z -
{Gains) losses on ship seles and ship impairmenis, net 013} -{a) 021(b)
[bero trademark and other impairment charges - - 003 ()
Unrealized losses {(gains) on fuel denvatives, net 042 035 (0 05)
Adjusted earmings per share $270 $193 $155

(2) Represents impurment charges of $22 million for Grand Celebration and $31 mullion for Grand Holiday,
parually offset by gamns of $37 mllion from the sale of Costa Voyager and §14 million from the sale of
Ocean Princess

(b) Substanually due to $176 mullion of impairment charges relaied 10 Costa Classica and Costa Voyager,
parually offset by a $15 million gain in our Tour and Other segment from the sale of a former Holland
Amenca Line ship, which was on charter to an unaffiliated entity

(c) Represenis imparment charges of $14 mullion for an investment and $13 milhion for Ibero’s remanng
trademarks’ carrying value
Net cruise revenues decreased shghtly by $50 muthion, to $12 8 billton in 2015 from $12 9 billion 1n 2014

The shight decrease in net cruise revenues was caused by
~  $695 mullton ~ 20135 foreign currency translational impact and
— $141 nullion — 2015 foreign currency transactional impact
These decreases were parnatly offset by
- $565 million — 4 3% increase in constant currency net revenue yields and
- $221 miilion - | 7% capacity increase in ALBDs

The 4 3% increase m net revenue yields on a constant currency basis was due to a 3 8% increase in net passenger
ucket revenue yields and a 5 9% increase in net onboard and other revenue yields

The 3 8% increase 1n net passenger ucket revenue yields was caused by a 5 9% increase from our North Amenca
brands and a shight ircrease from our EAA brands The tncrease in net passenger ticket revenue yields was dnven
pnmarily by improvements in Alaskan and Canbbean itineranes for our North Amenca brands

The 5 9% 1ncrease mn net onboard and other revenue yields was caused by a 7 1% increase from our North
Amenca brands and a 2 2% increase from our EAA brands

Gross cruise revenues decreased by $181 mullion, or 1 29, 10 $15 5 bullion in 2015 from $15 7 illion 1n 2014 for
largely the same reasons as discussed above

Net crutse costs excluding fuel decreased stightly by $39 mullon and remarmed at $7 4 illion 1n 2015 and 2014

The shight decrease 1n net cruise costs excluding fuel was caused by

- $395 mulhon — 2015 foreign currency translational impact and
- $37 milhon - 2015 foreign currency transacuional impact
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These decreases were partially offset by
—  $265 muilion — 3 5% increase 1n constant currency net crwise costs excluding fuel per ALBD and
—  $128 mullion - | 7% capacity mncrease in ALBDs
The 3 5% mcrease (n constant currency net cruse costs excluding fuel per ALBD were primanly due to
—  $106 million — higher dry dock expenses as a result of higher number of dry-dock days and
—  $88 mullion - higher sclling, general and administrative expenses
Fuel costs decreased by $784 mulhion, or 39%, to §1 2 billian in 2015 from $2 0 ballion in 2014

Thus decrease was caused by
- $776 million - lower fuel pnees and
—  $43 million - lower fuel consumption per ALBED

These decreases n fuel costs were partially offset by our 1 7% capacity wncrease i ALBDs, which accounted for
$35 nmullion

Gross cruise costs decreased by $957 mullion, ot 7 8%, to $11 4 billion 1n 2015 from $12 3 bilion m 2014 for
pnacipally the same reasons as discussed above

2014 Compared to 2013
Revision of Prior Period Financial Statements

Management's discussion and analysis of the results of operations 1s based on the revised Consolidated
Statements of [ncome for the years ended November 30, 2014 and November 30, 2013 {see “Note | — General -
Revision of Prior Peniod Financial Statements” in the consohdated financial stalements for addiuonal discussion)

Revenues
Consolhidated

Cruise passenger ticket revenues made up 75% of our 2014 total revenues Cruise passenger ticket revenues
wncreased by $241 mullion, or 2 1%, to $11 9 biklion 1n 2014 from 311 6 billion 1n 2013

Thus increase was caused by

- $309 million - 2 7% capacity increase 1n ALBDs and
- $102 rmlhon - foreign currency translanonal impact from a weaker U 5 dollar against the euro and sterhing,
net of a stronger U S dollar against the Australian dollar (*2014 net foreign currency translattonal impact™)

These mcreases were partially offset by

- $114 mulkion - 1 0 percentage pomt decrease in occupancy and
- $37 million - decrease in cruise tickel pnemg

The remaimning 25% of 2014 total revenues were substanually all compnsed of onboard and other cruise
revenues which mcreased by $182 muihion, or 5 1%, 1o $3 8 billion 1n 2014 from $3 6 billion 1 2013

This increase was caused by

~  $96 mullion = 2 7% capacity increase :n ALBDs and
- $92 mullion — tugher onboard spending by our guests

These increases were partially offset by a 1 0 percentage point decrease in occupancy, which accounted for $36
million

Onboard and other revenues included concession revenues of $1 1 bullion in both 2014 and 2013

North America Brands

Crusse passenger ucket revenues made up 73% of our 2014 total revenues Cruise passenger icket revenues
increased shightly by $19 million to $6 9 billion in 2014 from $6 8 ballion 1 2013
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Thus increase was caused by a 4 3% capacity increase in ALBDs, which eccounted for $294 mulhion

This mcrease was partaally offset by

— $130 million - 2 0 percentage point decrease in occupancy,
~ $75 nuthion - decrease in crnse ucket pricing and
- %58 mullion - decrease 1n air transportation revenues from guests who purchased their uckets from us

Our cruise ucket pnicing decrease was dnven by the promouonal pncing eavironment an the Canbbean resulting
from the large mcrease mn cruise industry capacity

The remaimng 27% of 2014 1otal revenues were compnised of onboard and other cruise revenues, which
increased by $168 mullion, or 7 0%, to $2 6 billion in 2014 from $2 4 bilhon 1n 2013
Thus increase was caused by

— %103 mulhion - 4 3% capacity increase in ALBDs,
-~ $78 milhon — higher onboard speading by our guests and
— 520 muhion — tugher other third-party revenues

These increases were partially offset by

- $46 million — 2 0 perceniage pomt decrease in occupancy

Onboard and other revenues included concession revenues of $735 mullion in 2014 and $727 mulhon 1in 2013

EAA Brands

Crurse passenger ticket revenees made up 82% of our 2014 total revenues Cruise passenger ucket revenues
mcreased by $223 mithon, or 4 6%, to $5 0 biltion in 2014 from $4 8 billion 2013

‘This increase was substantially due w

- $102 million - 2014 net foreign currency translauonal impact,

~  $49 mullion - sncrease in aIr transportation revenues from guests who purchased therr tckets from us,
$39 mulhion — merease sn cruise tickel prcing and

$23 mullion - slight increase 1n occupancy

The remaiming 18% of 2014 total revenues were comprised of onboard and other cnuse revenues, which
mcreased by $19 nullion, or 1 7%, and remamed at $1 | billion 1n both 2014 and 2013

Onboard and other revenues included concession revenues of $367 million 1in 2014 and $370 mullion 1n 2013

Costs and Expenses
Consohdated

Operating costs and expenses decreased by $223 mulhon, or 2 1%, to $10 4 billion 1n 2014 from $10 6 billion 1n
2013

Ths decrease was caused by

- $176 mulhon - nosrecurrence 1n 2014 of impairment charges related 1o Costa Classica and Costa Voyager,

— 5126 mulhon ~ lower fuel prices,

- $107 mullion - lower fuel consumption per ALBD,

- $64 mullion - decreases 1n comrmussions, transponaton and other related expenses pnmanly ductoa
decrease 1n air ransponation costs related to gussts who purchased their uckets from us,

- $56 mullion - nonrecurrence 1n 2014 of additional costs and expenses related to the 2013 vayage
disniptions, net of thard-party insurance recoverables of $20 nullion,

- $51 mullion - gans from the sales of Cosia Voyager and Ocean Princess,

- $42 milhon - lower dry-dock and other ship repar and maintenance expenses and

- $38 mullion — | 0 percentage point decrease 1n occupancy
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These decreases were partially offset by

$278 mulhion — 2 7% capacity increase in ALBDs,

$59 mulhion — 2014 net foreign currency translatonal empact,

- $53 million - impairment charges related 1o Grand Celebranon and Grand Holiday and
- $47 mullion - vanous other operalng expenses, net

Selting and administrative expenses increased by $175 mullion, or 9 3%, to $2 1 billion tn 2014 from $1 9 bilhon
1n 2013

Depreciauon and amortization expenses increased by $47 nullion, or 3 0%, and remained &1 $1 6 billion 1n both
2014 and 2013

Qur total costs and expenses as a percentage of revenues decreased to 89% 1n 2014 from 91% 0 2013

North Amenca Brands

Operaung costs and expenses decreased shightly by $26 million and remained at $6 3 billzon in both 2014 and
2013

This decrease was caused by

—  $103 multion — decreases 1n commissions, transportation and other related expenses pnmanly due 10 a
decrease 1n air transportalion costs related to guests who purchased their uckets frem us,

- $87 muihon - Jower fuel prices,

~  $58 mulkon - lower fuel consumplion per ALBD,

~  $56 mihon — nonrecurrence in 2014 of addmional costs and expenses related to the 2013 voyage
disruptions, net of thurd-party insurance recoverables of $20 million,

- $43 milhon - 2 0 percentage point decrease in occupancy,

- $47 mulhion - lower dry-dock and other ship repair and maintenance expenses and

= $14 milhon ~ gain from the sale of Ocean Princess

These decreases were paruially offset by

—  $271 nmullion - 4 3% capacily increase in ALBDs,

—  $39 million — nonrecurrence mn 2014 of an intersegment transaction, which was fully offset in our Cruise
Suppon segment and

- $72 nullion — vanous other operating expenses, net

Our total costs and expenses as a percentage of revenues decreased to 89% in 2014 from 90% in 2013

EAA Brands

Operaung costs and expenses decreased by $223 mullion, of 5 4%, to $3 9 bitlion 1n 2014 from $4 | bilhon
2013

This decrease was caused by

- $176 mllion — nonrecurrence i 2014 of imparment charges related to Cosia Classica and Costa Voyager,
- $51 millicn — lower fuel consumption per ALBD,

- $41 milhion - lower fucl pnces,

- $39 million - lower dry-dock and other ship repair and maintenance expenses,

—  $37 nullion — gaun from the sale of Costa Voyager and

- 337 milhion - vanous other operating expenses, net

These decreases were partially offset by

- $59 mullion - 2014 nei foreign currency translational smpact,

- $53 million — impairment charges related to Grand Celebranion and Grand Holiday and

—  $46 mullion — INCTEases 1N COMISSIONS, wransportation and other related expenses pnncipally due toan
mcrease (o 21 transportation costs related (o guests who purchased their tickets from us
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Our total costs and expenses as a percentage of revenues decreased to 86% 1n 2014 from 92% i 2013

Operating Income

Our consolidated operaung income increased by $443 mullton, or 33%, to $1 8 billion in 2014 from $1 3 billion
in 2013 Our North America brands” operaung income increased by $108 millwon, or 12%, to $1 O hillion 1n 2014
from $933 mullion 1n 2013, and our EAA brands' operaung income mcreased by $422 million, or 90%, to $893
mullion 1n 2014 from $471 million 1n 2013 These changes were pmarnly due to the reasons discussed above

Nonoperating Expense
Net interest expense decreased by $31 mullion, or 9 7%, to $288 million in 2014 from $319 million 1n 2013

(Losses) gans on fuel denvatives, net were compnsed of the following (in millions})

Yeer Ended November 30,
2014 2013
Unreahzed (fosses) gains on fuel denvatives, net $(268) $36
Reahized losses on fuel denvatives, net 3) -
(Losses) gains on fuel denvatives, net $Q271) $36

Key Performance Non-GAAP Finanaal Indicators
Net cruise revenues increased by $447 mullion, or 3 6%, 10 $12 9 billion 1n 2014 from $12 4 tillion 1n 2013

This ncrease 1n net cruise revenues was caused by

— $330 million — 2 7% capacity mcrease in ALBDs,
—  $92 million — 2014 net foreign currency translauonal ympact and
— $24 million - shight increase n constant dollar net revenue yields

The increase in net revenue yields on a constant dollar basis was caused by a 3 4% increase n net onboard and
other revenue yields, parually offset by a slight decrease in net passenger uckel revenue yields

The 3 4% increase in net anboard and other revenue yields resulted from a 3 7% wcrease from our North
Amenca brands and a 2 8% increase from our EAA brands, which included increases in pnmarily all the net
onboard revenue categories The shght decrease in net passenger ticket revenue yields was dniven by our North
Amenca brands’ promotional pricing environment in the Canbbean resulung (rom the large wncrease n cruise
industry capacity, partially offset by improvements at our continental European brands

Gross cruise revenues increased by $423 mullion, or 2 8%, to $15 7 bilhion 1n 2014 from $15 2 billzon m 2013 for
largely the same reasons as discussed above

Net cruise costs excludimg fuel increased by $290 mulbion, or 4 1%, 10 $7 4 bullion 1n 2014 from $7 1 bithonin
2013

Thus increase was caused by

~  $190 million - 2 7% capacity increase in ALBDs,
- $5) mallion - a slight mcrease i constant doitar net cruise costs excluding fuel per ALBD and
— 349 mllion — 2014 net fureign currency translauonal impact

Fuel costs decreased by $175 ruilion, or 7 9%, 10 $2 0 billeon 1n 2014 from $2 2 billion 1n 2013

This decrease was caused by

-~ $126 mullton - lower fuel prices and
— 3107 mllion —~ tower fuel consumption per ALBD

These decreases were parually offset by our 2 7% capacity increase in ALBDs, which accounted for $59 million

Gross cruise costs decreased shightly by $65 rullion to $12 3 billion 1n 2014 from 512 4 bullion i 2013 for
prnncipaily the same reasons as discussed above
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Liquidity, Financial Condition and Capital Resources

Our primary financial goals are to profitably grow our cruise busmess and increase our ROIC, reaching double
dign returns in the next two to three years, while maintaumng a strong balance sheet Our ability to generate
significant operating cash flows allows us to itemnally fund our capital investments We are commutted to
retuming free cash flows 10 our shareholders 1n the form of dividends and/or share buybacks In addiuon, we are
comnutted to maintuning our strong investment grade credit ratings  Other objectives of our capital structure
policy are to maintain a sufficient level of hquidity with our available cash and cash equivalents and commuited
financings for immechate and future liquidity needs, and a reasonable debt matunty profile that 1s spread out over
a number of years

Based on our histoncal results, projeciions and financaal condiion, we beheve that cur future operating cash
flows and liquidity will be sufficient to fund all of our expected capnal projects including shupbuilding
commutments, ship tmprovements, debt service requirements, working capual needs and other firm commutments
aver the next several years We believe that our ebility to generate significant operating cash flows and our
strong balance sheet as evidenced by our invesiment grade crednt ratings provide us with the ability in most
financial credit market environments to obtain debt financing, as needed Qur future operating cash flows and our
abihity to essue debt can be adversely impacted by numerous facters outside our control including, but not Limuted
1o, those noted under “Cautionary Note Concerming Factors That May Affect Future Results ™ If our tong-term
semor unsecured credit ratings were to be downgraded or assigned a negative outlook, our access to and cost of
debt financing may be negauvely impacted

At November 30, 2015, we had a working capital defictt of $4 5 bilhon Thus deficit included 53 3 bilhon of
current customer deposits, which represent the passenger revenues already collected for cruises deparung over
the next twelve months and, accordingly, are substantially more hike deferred revenue balances rather than actual
current cash habilities Qur November 30, 2015 working caputal deficit also included $1 4 billion of current debt
obligauons We conbinue to generate sigmificant cash from operations end have a sicong balance sheet This
strong balance sheet provides us wath the ability to refinance our current debt obhgatons before, or as they
become due, in most financial credit market environments We also have our revolving crednt facilittes available
to provide long-term rollover financing should the need anse, or 1f we choose to do so After excluding current
customer deposits and current debt obligatons from our November 30, 2015 working capital deficit balance, our
adjusted working capuital was $141 million Our business model, along with our strong batance sheet and
unsecured revolving credit facilies, allows us to operate with a working capital deficit and still meet our
operating, nvestng and financing needs We believe we will continue to have working capital deficits for the
foreseeable future

At November 30, 2014, the U § dollar was $1 56 to sterhing, $1 25 to the euro and $0 85 to the Austrahan dollar
Had these November 30, 2014 currency exchange rates been used to translate our November 30, 2015 non-U S
dollar functsonal currency operations’ assets and liabilities instead of the November 30, 2015 U § dollar
exchange rates of $1 50 1o sterhng, $1 06 to the euro and 30 72 to the Australian dollar, our total assets would
have been higher by $2 0 billion and our total habilities would have been higher by $1 2 bilhon

Sources and Uses of Cash
Operaling Activities

Our business provided $4 5 billion of net cash from operauons dunng 2015, an increase of 31 1 billion, or 2%,
compared to $3 4 billion wn 2014 This increase was caused by more cash being provided from our operating
results and an increase in customer deposits During 2014, our busimness provided $3 4 bilhon of net cash from
operations, an increase of $596 mullion, or 21% compared 1o $2 8 bulion 1n 2043 This increase was
substanuaily due to more cash being provided from our operating results and an increase n customer deposits

Investing Activities

During 2013, net cash used 1n investng acivities was $2 5 bilhon This was substantially all due to our
expenditures for capital projects, of which $981 million was spent on our ongomng new shipbwlding program,
pnmanly for P&O Cnases (UK)'s Britanma In addition to our new shipbuilding program, we had capatal
expenditures of $1 0 billion for shup improvements and replacements and $301 mallion for information
technology. buildings and improvements and other assels Furthermore, in 2015 we received cash mstallments of
$2% million from the sales of Ocean Princess, Seabourn Legend and Seaboum Spirt Finally, we pud $219
mallion of fuel derivative settlements
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During 2014, our expendituzes for capital projects were $2 6 billion, of which $1 5 billion was spent on our
ongoing new shipbuitding program, substantially for Regal Princess and Costa Diedema In additaon to our new
shipbwilding program, we had capital expendiiures of $754 mullion for shsp improvements and replacements and
$305 rmuilion for informauon technology, buildings and improvements, and other assets Furthermore, 1n 2014 we
sold Costa Voyager and received $42 million in cash proceeds

Duning 2013, our expenditures for capital projects were $2 1 brllion, of which $1 3 billon was spent cn our
ongoing new shipbulding program, including $836 mullion for the final delivery payments for A/DAstella and
Royal Princess In 2ddimon o our new shipbwilding program, we had capnal expenditures of 3633 mllion for
ship impravements and replacements and $227 milhion for information technology and other assets Furthermore,
in 2013 we sold three of our Sezboum ships that are leaving the fleet by May 2015, and recerved $70 mullion in
cash proceeds, which represented substannally all of the sates price

Financing Activities
During 2015, net cash used in financing acuvities of $942 mullion was substantially due to the following

— repaid a net $633 mullion of short-term borrowings in connection with our availability of, and needs for,
cash at various tmes throughout the penod,

- repaid $1 2 billion of long-term debt, including an early repayment of $225 nullion under an export credit
facilny,

- 1ssued $1 3 tullion of publicly-traded notes, which net proceeds are being used for general corporate
purposes,

— borrowed $697 mullion of long-term debt under an export credt facility and a bank loan,

— paud cash dividends of $816 million,

- purchased $533 million of shares of Camival Corporation common stock 1n open market transactions of
which $276 mullion were purchased under our Repurchase Program and $257 mallion were purchased under
our Stock Swap Program and

~ sold $264 nullion of treasury stock under our Stock Swap program

Duning 2014, net cash used in financing activities of $1 0 billvon was substantially due to the following

- borrowed a net $617 mullton of short-term borrowings 1n connection with our availabality of, and needs for,
¢cash at vanous tumes throughout the year,

~ repaid $2 5 billion of long-term debt, including early repayments of $839 mullien of three bank loans and
$590 mulhion of two export credut facihiues,

— borrowed $1 6 bilizon of new long-term debt under two export credit facihities and three bank loans and

— paud cash dividends of $776 million

Duning 2013, ret cash used wn financing activiies of $780 mullion was substanually due to the followsng

- borrowed a net $4 million of short-term borrowings 1n connection with cur availability of, and needs for,
cash at vanous tumes throughowt the year,

- repud $2 2 billion of long-term debt,

- ssued §1 7 billion of publicly-traded notes, of which $500 million was used to repay a like amount of
export credit facilities, and the remasning $1 2 billion was and will be used for general corporate purposes,
1ncluding repayments of portions of debt facilities matunng through May 2014,

- borrowed $1 0 bifhion of new long-term debt under two expont credit facilities and one bank foan,

- paid cash dividends of $1 2 billion,

— purchased $138 mullion of shares of Carmivat Corporation common stock in open market transactions of
which $103 million were purchased under our Repurchase Program and $35 mullion were purchased under
our Stock Swap Program and

- sold $35 mulhion of treasury stock under our Stock Swap program




Future Comumitments and Funding Sources

At November 30, 2015, our contracwual cash obligausons, including ship construction contracts entered into
through January 22, 2016, were as follows (1n nulitons)

Paymeots Due by
2016 1017 2018 2019 20Z0  Thereafter Tota)

Recorded Contractual Cash Obligations

Shorn-term borrowings $ 3 -% -% -5 -8% - % 30
Long-term debt (a) 1344 1,007 1,477 1400 1,110 2419 8,757
Other long-term habilities reflected on the

batance sheet (b) - 366 280 58 51 161 916
Unrecorded Contractual Cash Obligations
Shipbuitding (c) 1,950 1288 2459 3,014 2,388 - 11,099
Operating leases (c) 3 41 34 31 29 203 390
Port faciliies and other {¢) 211 200 161 104 102 793 1,571
Purchase obligations (d) 913 81 39 14 10 13 1,072
Fixed rate mterest payments (e} 173 145 121 106 83 287 920
Floating rate tnterest payments (e) 72 43 61 50 59 85 370
Total Contractual Cash Obligations {f) $4,747 $3,171 $4,632 $4.777 $3,837 $3.961 $25,125

(a) Ourlong-term debt has a weighted-average matunty of 4 | years See Note 6 - “Unsecured Debi™ in the
consolidated financial statements for additional information regarding these debt obligations

(b) Represents cash outflows for certain of our long-term lhisbilities that could be reasonably estimated The
prmary outflows are for esumates of our compensauon plans' obligations, crew and guest claims, uncertain
income tax position habihities and certain deferred ncome taxes Customer deposits and certain other
deferred income Laxes have been excluded from the table because they do not require a cash setilement in
the future

(¢) Our shupbuilding contractual obligations are legal commstments and, accordingly, cannot be canceled
without cause by the shipyards or us, and such cancellation will subject the defaulting party to significant
contractual bquidating damage payments See Note 7 — “Commutments™ 1n the consolidated financial
statements for additional information regarding these contractual cash obhigations

(d) Represents legally-binding commutments to purchase inventory and other goods and services made wn the
normal course of business to meet operational requirements Many of our contracts contain clauses that
allow us to terminate the contract with aotice, either with or without 8 termunation penalty Termunation
penalttes are generally an amount less than the onginal obhigaton Histoncally, we have not had any
sigrficant defaults of our contractual obhigatons or incurred significant penaluies for thear termination

(¢) Fixed rate interest payments represent cash outflows for fixed interest payments, including interest swapped
from a floaung rate 10 2 fixed rate Floaung rate interest payments represent forecasted cash outflows for
mterest payments on floaung rate debt, mncluding interest swapped from a fixed rate to a floaung rate, using
the November 30, 2015 forward interest rates for the remaming terms of the loans Floauing rate mnterest
payments also include debt 1ssuance costs thal are payable upon drawing under most of our cancellable
export credut facilities and facility fees on our revolving credn facilities

(D Amounts payable in foreign currencies, which are principally the euro, sterling and Australian dollars, are
based on the November 30, 2015 exchange rates

As of November 30, 2015 our total annual capital expenditures consist of ships under contract for construcuon,
including ship construction contracts entered into through January 22, 2016, esumaied improvements to existing
ships and shoreside assets and are expected to be $3 5 billion 1n 2016, $2 7 billien in 2017, $3 8 bilhien 1n 2018,
$4 4 tillion i 2019 and $3 & balhon in 2020

The year-over-year percentage increase in our annual capacity 1s currently expected to be 3 5% 1n 2016, 3 7% in
2017,2 4% 1n 2018, 5 3% n 2019 and 7 2% 10 2020 These percentage increases are expected to result pnmanly
from contracted new ships entenng service

Our Boards of Directors have authonzed, subject to cortain restnictions, the repurchase of up to an aggregate of
$1 0 tilhon of Carmival Corporation common stock andfor Carmival pic ordinary shares under the Repurchase
Program On January 28, 2016, the Boards of Direciors approved a modification of the Repurchase Program
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authorization that increased the remaining $213 qullion of authonzed repurchases by $1 0 bition  Accordingly,
at January 28, 2016, the rernaimng availability under the Repurchase Program was $1 2 bulhon See

Note 10 - “Shareholders” Equity” 1n the consolidated financial statements for a further discussion of the
Repurchase Program

In addiuon to the Repurchase Program, the Boards of Directors authorized, in October 2008, the repurchase of up
to 192 mullion Carmaval pic ordmnary shares and, 1n January 2013, the repurchase of up to 32 8 million shares of
Camval Corporation common stock under the Stock Swap programs Under the Stock Swap programs, we sell
shares of Carmival Corporation common stock and/or Camiuval plc ordinary shares, as the case may be, and use a
poruon of the net proceeds o purchase an equivalent number of Carmaval plc ordinary shares or shares of
Carmival Corporauon common stock, as applicable We use the Stock Swap programs in situations where we can
obtain an econonuc benefit because erther Carmnival Corporation common stock or Carmival plc ordinary shares
are rading at a pnice that 1s at a premuum or discount to the pnice of Carnival ple ordinary shares or Carmival
Corporation common stock, as the case may be Any realized econormuc benefit tnder the Stock Swap programs
ts used for general corporate purposes, which could include repurchasing additional stock under the Repurchase
Program Depending on market conditions and other factors, we may repurchase shares of Camival Corporation
common stock and/er Carmval ple ordinary shares under the Repurchase Program and the Stock Swap programs
concurrently

Carmival plc ordinary share repurchases under both the Repurchase Program and the Stock Swap programs
require annual shareholder approval The existing sharehalder approval ts limited to a maximum of 21 5 mullion
ordinary shares and 1s vahid until the carlier of the conclusion of the Carmival ple 2016 annual general meeting or
July 13, 2016 Finally, under the Stock Swap programs, any sales of the Camival Corporatton commeon stock and
Carmval plc ordinary shares have been or will be registered under the Secunties Act of 1933

At January 22, 2016, the remainung avatlability under the Stock Swap programs was {8 1 nullion Carnival ple
ordmary shares and 26 9 mullion shares of Carnival Corporation common stock See Note 10 —“Shareholders’
Equity” in the consolidated financial statements for a further discussion of the Stock Swap programs

At November 30, 2015, we had hquidity of $10 4 billion Qur hiqusdity consisted of $1 2 billion of cash and cash
equivalents, which excludes $226 million of cash used for current operauons, $2 8 billion available for

bommowing under our revolving credit facilites, and $6 5 bitlion under our commutted future financings, which are
comprised of shup export credit facihities Of this $6 5 billion, $1 5 billion 15 avaulable for funding in 2016, $0 3
baltion 1n 2017, $1 8 bilhon 1n 2018, $0 8 billion in 2019 and $1 6 bullton in 2020 At November 30, 2015, our
revolving credit faciliues are scheduled to mature in 2020 These commutments are from numerous large and
well-established banks and export credit agencies, which we believe will honor their contractual agreements with
us

Substantially all of our debt agreements contain financial covenants as descnbed in Note 6 - “Unsecured Debt”
in the consolidated financial statements At November 30, 2015, we were in compliance with cur deb1 covenants
In addition, based on, among other things, our forecasted operating results, financial conditson and cash flows,
we ¢xpect to be it compliance with our debt covenants for the foreseeable future Generally, if an event of
default under any debt agrecment occurs, then pursuant to cross default acceleration clauses, substanually all of
our outstanding debt and derivative contract payables could become due, and all debt and denvative contracts
could be terminated

Off-Batance Sheet Arrangements

We are nol a party to any off-balance sheet arrangements, including guarantee contracts, retaned or contingent
interests, certamn denvative mstruments and vanable interest entities that either have, or are reasonably hkely 1o
have, a current or future matenal effect on our consolidated financial statements

Quantitative and Qualitative Diselosures About Market Risk

For a discussion of our hedging strategies and market nisks, see the discussion below and Note 11 - “Fair Value
Measurements, Denvative Instruments and Hedging Actsvittes” in the consolidated financial siatements
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Foreign Currency Exchange Rate Risks
Operational Currency Risks

We have foreign operations that have functional currencies other than the U § dollar, which result i foretgn
currency translational impacts We execute transactions in a number of currencies different than their functional
currencies, principally the euro, sterling and Australian, Canzdian and U § dollars, which result in foreign
currency transacuonal impacts Based on a 10% hypothetcal change in all cumrency exchange rates thal were
used mn our December 18, 2015 pwidance, we esumate (ncluding both the foreign currency wranslational and
transacuonal 1mpacts) that our adjusted diluted eamungs per share December 18, 2015 guidance would change by
the following

- 50 30 per share on an anauahzed basis for 2016 and
~  $0 04 per share for the first quarter of 2016

Investment Currency Risks

As of November 30 2015, we have foreign currency swaps and forwards of $387 muilion and $43 million,
respectively, which setile through September 2019 and July 2017, respectively These foreign currency swaps
and forwards are designated as hedges of our net investments 1n foreign operattons, which have a euro-
denominated functional currency, thus parually offsetting the foreign currency exchange rate nsk Based ona
10% hypothetical change tnthe U § dollar to curo exchange rate 25 of November 30, 2015, we esumate that
these foreign currency swaps' and forwards® fair values would change by $44 mithion, which would be offset by
a comresponding change of $44 million 1n the U S dollar value of our net investments

Newbuwld Currency Risks

In 2015, we entered into fore1gn currency zero cost collars that are designated as cash flow hedges for a portion
of Mayestic Princess’ and Seabourn Encore's euro-denominated shipyard payments The Majestic Princess’
collars mature i1 March 2017 at a weighted-average cerling of $590 nullion and s weighted-average floor of
$504 mulbon The Seabourn Encore's collars mature in November 2016 at a weighted-average ceilling of $221
muthon and a weighted-average floor of $185 million If the spot rate 15 between the weighted-average celing
and floor rates on the date of matunty, then we would not owe or receive any payments under these collars At
November 30, 2015, the esbmated farr value of these outstanding foreign currency zero cost collars was a $26
rullion hability Based on a 10% hypothetical increase or decrease in the November 30, 2015 U § dollar to euro
exchange rates, we esumate the fair value of our fareign currency zero cost collars’ hability would decrease $32
million or increase $43 million, respecuvely

At January 22, 2016, our remaiming newbuild currency exchange rate nsk relates 1o euro-denominated newbwld
contract payments, which represent a total unhedged commutment of $2 0 billion and substanually relates to
Carmival Cruise Line, Holland Amenca Line, P&O Cruises (Austrahia) and Seabourn newbuilds scheduled to be
delivered through 2019 The functonal currency cost of each of these shups will increase or decrease based on
changes in the exchange rates until the payments are made under the shipbuilding contract, or we enter into a
foreign currency hedge Based on a 10% hypotheucal change in the U S dollar to euro exchange rates as of
November 30, 2015, the unpard cost of these ships would have a corresponding change of $194 million

Interest Rate Risks

At November 30, 2015, we have interest rate swaps that have effectively changed $500 milhon of fixed rate debt
to US dollar LIBOR-based floating rate debt and $568 million of EURIBOR-based floaung rate euro debt 10
fixed rate euro debl Based on a 10% hypotheucal change in the November 30, 2015 market interest rates, the fair
value of all our debt and related interest rate swaps would change by $77 mullion In eddition, based on a 10%
hypothetical change 1n the November 30, 2015 markel interest rales, our annual interest expense on floating rate
debt, including the effect of our inierest rate swaps, would change by an msigmificant ameunt Substantally all of
our fixed rate debt can only be called or prepaid by incurnng additzonal costs

Fuel Price Risks

QOur exposure to market nisk for changes in fuel prices substantizlly all relates to the consumption of fuel on our
ships We expect 1o consume approximately 3 3 rullion metnic tons of fuel in 2016 Based on a 10% hypotheucal
change 1n our December 18, 2015 gutdances’ forecasted average fuel pnice, we esimate that our 2016 fuel
expense, excluding the effect of zero cost collar fuel denvatives, would change by $80 million
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We miugate a portion of our economuc nisk attnbutable to potenual fuel price increases through the use of Brent
zero cost collars The actual fuel we use on our ships 1s manne fue! Sec Note 11 - "Far Value Measurements,
Denvantve Instruments and Hedging Activites™ in the consolidated financial statememis for addiucnal discussion
of our fuel denvauves

At November 30, 2015, our fuel dentvauves cover a portion of our esimated fuel consumption through 2018 At
November 30, 2015, the esimated fair value of our outstanding fuel denvauve contracts was a net habihity of
$561 milhion Based on a 10% hypothetical increase or decrease in the November 30, 2015 Bremt forward price
curve, we estimate the fair value of our fuel denvatives' net Liabality would decrease $101 milhion or increase
$108 mulhon, respectively In addiuon, a 10% hypotheucal change in our December 18, 2015 guidances’ Brent
pnce would result in a $0 04 per share change in realized losses on fuel dentvauves for 2016 and a $0 01 per
share change for the 2016 first quarter

SELECTED FINANCIAL DATA

The selected consolidated financial data presented below for 2011 through 2015 and as of the end of each such
year, except for the statistical data, are denved fram our gudited consolidated financial statements and should be
read 1n conjunction with those consolidated financial statements and the related notes
Years Ended November 30,
2015 20014 2013 2012 2011
(dollars 1o rullions, except per share, per ton and currency data}

Statements of Income Data

Revenues $15714 §15.884 $15,456 £15,382 $15.793
Operatng income $ 2574 $1772() § 1.329(a) $ 1.629(b) $ 2.255(b)
Net income $ 1,757 $ 1,216(a) $ 1,055(a) § 1,285(b) $ 1.912(b)
Eamings per share

Basic $ 226 % 157() 8§ 136(a) § 166(b) $ 243(b)

Diluted $ 226 § 156 $ L136(a) § 165h) $ 2420)
Adjusted net income (c) $ 2,106 % 1,504(a) $ 1,209(a) § 1.501(b) $ 1,939()
Adjusted earmings per share — diluted (c) $ 270 8§ 193a) % 1S5(a $ 192(b) $ 246(b)
Dividends declared per share $ 110 § 10D $ 100 $ 150(d) $ 100
Statements of Cash Flow Data
Cash provided by operating acuivities $ 4545 $ 3430 $ 2834 5 2999 $ 3,766
Cash used in investing activities $ 2478 $ 2,507 $ 2,056 $ 1.772(e) $ 2,646
Capital expenditures $ 2,294 § 2,583 $ 2,149 $ 2,332 § 2,696
Cash used in financing acuvites £ 942 § 1,028 $ 780 $1,1% $ 1,093
Dividends paid $ 816 $ 776 51,164 $ 779 3 6N
Statistical Data
ALBDs (1n thousands) 77,307 76,000 74,033 71,976 69,971
Occupancy percentage 1048% 1041% 105 1% 105 5% 106 2%
Passengers camed {in thousands) 10,837 10,566 10,061 9,829 9,559
Fuel consumption 1n metric tons (in thousands) 3,181 3,194 3,266 3,354 3,395
Fuel consumption 1n metne tons per ALBD 0041 0042 0044 0047 0049
Fuel cost per metnc ton consumed $ 393 8 636 $ 67 $ 7110 $ 646
Currencies

U S dollar to Euro $ 112 $ 134 $ 132 $ 128 $ 140

U S dollar 1o Sterling $ 154 § 166 $ 156 $ 1358 $ 160

U S doltar 10 Australian doflar $ 076 §$ 091 $ 098 $ 103 $ 103

U S dollar 1o Canadian dollar $ 079 § 091 $ 097 $ 100 $ 101

As of November 30,
2015 2014 013 2012 0t
(dollars tn mllions)

Balance Sheet and Other Data
Total assets $39,237 $39,448(a) $40,042(b) $39,126(b) $38,610(b)
Total debt $ 8,787 $ 9,088 $ 9,560 $ 8,902 $ 9,353
Total shareholders’ equity $23,771  $24.204(a) $24,492(b) $23,889(b) $23,804(b)
Total debt 10 capital (f) 270% 27 3%(b) 28 1%(h) 27 1%(b) 28 2%(b)

(a) Previously reported results have changed as a result of our revision of pnor pened financial statements (see
“Note I — General — Revision of Prnior Penod Financial Statements” 1in the consolidated financial statements
and “Key Performance Non-GAAP Financial Indicators,” as applicable, for zdditional discussion)
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{b) Previously reported results changed as follows as a result of our revision of pnor penod financial statements
(see “Note 1 - General — Revision of Prior Period Financial Statements™ in the consolidated financial
statements for addiuonal discusston)

Year Ended Year Ended
November 30, 2012 November 30, 2011
As As
Previgusly Previously As

As
Reporied  Revised  Reported  Revised

Statements of Income Data

Operating income 51,642 %1629 $2,255 $2,255
Net income $1.298 $1.285 §$1.912 $1.912
Eamings per share i

Basic $167 $166 $243 § 243 |

Dhiuted $167 $165 $242 $242 |
Adjusted net income $1.514 $1.501 $1,939 51,939 !
Adjusted earmungs per share — diluted $ 194 $192 $2456 $ 246

November 30, 2013 Novernber 30, 2012 November 30, 2011
As As As
Previcusly

As Previously As Preuou&y As
Reported Revised Reported  Revised Report Revised

Balance Sheet and Other Data

Total assets $40,104 $40,042 $39,161 $39,126 338,637 $38,610
Total shareholders’ equity $24,556 $24492 $23,929 $23.889 323,832 $23,304
Total debt to capital (1} 280% 281% 271% 27 1% 282% 28 2%

(1) As a result of the revision, total debt to capital as of November 30, 2014 changed from 27 2%, as
previously reported, 10 27 3%

(c) Adjusted nel income and adjusted fully diluted earmings per share was computed as follows 1

Years Ended Novernber 30,
2015 2014 013 2012 2011
Net income ‘
U.S GAAP net income $1,757 $1,216 $1,055 $1,285 $1.912 l
Restructuring expenses 25 18 - - - !
(Gans) losses on shap sales and ship impairments, net (1) (8) 2 163 49(u) 28(m1)
Goodwill, trademark and other impairment charges (1) - - 27 173(1v) -
Unrealized losses (gans) on fuel denvauves, net 332 268 (36) (6) N
Adjusted net income $2,106 $1,504 $1,209 $1,501 $1,939
Weighted-average shares outstanding 779 778 777 779 789
Earnings per share
U.S. GAAP earnungs per share $226 $15 $136 $165 §242
Restructuring expenses 003 002 - - -
(Gans) losses on ship sales and ship impairments, net (1} (0 01) - 021 006(n)  004(ur)
Goodwill, trademark and other impainment charges (1) - - 003 0220v) -
Unrealized lasses (gains) on fuel denvatives, net 042 035 (©QO05) (©on -
Adjusted earmngs per share (i) $§270 $193 $155 $192 $ 246

(1} Sec “Key Performance Non-GAAP Financial Indicators” for further discussion of the (gains) losses on
ship sales 2nd ship impairments, net and goodwill, trademark and other imparment charges for the
years ended November 30, 2015, 2014, and 2013

(u) Represents impaurment charges of $34 multion for Costa Allegra and $23 mllion for two Seabourn
ships, parually offset by an $8 mullion gain on the sale of Pacific Sun

{m) Represents imparment charges related 1o the sale of Cosra Marina and Pacific Sun
(v) Represents umpairment charges related to Ibero’s goodwill and trademarks

(d} Includes a special dividend of $0 50 per share

{c) Net of $508 nullion of msurance proceeds received for the total loss of a ship

(f) Percentage of total debt to the sum of total debt and shareholders’ equity
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MARKET PRICE FOR COMMON STOCK AND ORDINARY SHARES ‘

Carmval Corporation's common stock, together with paired trust shares of beneficial imerest i the P&0O
Pnncess Special Voung Trust, which holds a Special Voung Share of Carnival ple, 1s traded on the NYSE under
the symbel “CCL ™ Camuval plc's ordinary shares trade on the London Stock Exchange under the symbol

“CCL " Carmuval ple’s Amercan Depository Shares (“ADSs™), each one of which represents one Carmival pic
ordmary share, are traded on the NYSE under the symbol “CUK * The depository for the ADSs 15 JPMorgan
Chase Bank The daily high and low stock sales price for the penods indicated on their primary exchange was as
follows

Carmval
Corporation Caruval ple
Slpi.:rn Per!‘?hue Per ADS
High Low Hagh Low High Low

2015

Fourth Quarter $5459 $4742 £3638 £3233 35628 $4923
Third Quarter $5405 $4472 £3576 £2974 $5581 $4708
Second Quarter $4921 34310 £3381 £2890 35010 $4404
First Quarter 54744 34186 £3153 £2674 $4723 $4203
2014

Fourth Quaner $4444 $3311 £2825 £2093 $44 24 $3347
Third Quarter $4065 $3570 £2486 £2085 $4175 33537
Second Quarter $4041 $3579 £2510 £2184 $4103 53635
First Quarter $4189 $3482 £2615 £2111 $4277 33504

As of January 20, 2016, there were 3,397 hotders of record of Carmival Corporation common stock and 34,397
holders of record of Carnival plc ordinary shares and 109 holders of record of Carmival plc ADSs The past
performance of our share prices cannot be relied on 25 a guide to thewr future performance

All dividends for both Carmval Corporation and Carmval ple are declared in U S dollars If declared, holders of
Carmival Corporauon common stock and Carnival ple ADSs receive a dividend payable in U S dollars The
dividends payable for Carival plc ordinary shares are payable in sterling, unless the sharcholders elect to receive
the dividends in U S dollars Dividends payable in sterling will be converted from U S dollars into sterhing at
the US dollar to sterling exchange rate quoted by the Bank of England tn London at 1200 p m on the next
combined U S and UK business day that follows the quarter end

The payment and amount of any future dividend 1s within the discretion of the Boards of Directers Our
dividends were and wall be based on a number of factors, including our earmings, hquidity position, financial
condmon, tone of busiess, capital requirements, cred:t mtings and the avaslability and cost of obtaining new
debt We cannot be certam that Carnival Corporation and Caruval ple wall contmue therr dividend 1n the future,
and if 50, the amount and timang of such fulure dividends are not determunable and may be different than pnior
declarations




STOCK PERFORMANCE GRAPHS
Carnival Corporation

The following graph compares the Price Performance of $100 if invested 1n Camval Corporation common stock
with the Pnice Performance of $100 1f invested in each of the Dow Jones U § Recreatonal Services Index (the
“Dow Jones Recreatuonal Index™), the FTSE 100 Index, the Mormungstar Lessure/Lodging/Resorts and Casinos
Blended Index (the “Mormngstar Leisure Index™) and the S&P 500 Index The Pnce Performance, as used in the
Performance Graph, 1s calculated by assuming $100 1s invested at the beginning of the penod 1n Carmival
Corporation common stock at a pnce egual to the market value Al the end of each year, the total value of the
investment 1s computed by taking the number of shares owned, assurmung Carmival Corporation dividends are
reinvested, multiplied by the markel pnce of the shares

5 -YEAR CUMULATIVE TOTAL RETURNS

5200
3150
g
5
2
2
$100
350 g - v
2010 2011 012 2003 2014 2015
~e— Carmival Corporation Common Stock - 0~ Dow Jones Recrezuonal Index
—o— FTSE 100 Index ¢ Mormungstar Letsure Index
—— S&P 500 Index
Assurnes $100 Invested on November 30, 2010
Assumnes Dividends Rewmnvested
Years Ended November 30,
2010 2011 2012 2013 2014 2018
Carmval Corporation Common Stock $100 $383 599 597 5121 %142
Dow Jones Recreational Index $100 $ 86 5110 $]26 %168 S$I187
FTSE 100 Index $100 $105 $119 $143 §142 $134
Momungstar Lessure Index $100 5 %4 Sill $164 5181 3175
S&P 500 Index $100 $108 $125 $163 3191 $i96
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Carniva) plc

The following graph compares the Price Performance of $100 invested in Carnuval plc ADSs, each representing
one ordinary share of Carmval plc, with the Price Performance of $100 invested in each of the indexes noted
below The Pnice Performance 1s calculated in the same manner as previously discussed

5-YEAR CUMULATIVE TOTAL RETURNS

DOLLARS

2010 ZD'II 10'12 2013 2014 2015
== Carmva] plc ADS - O Dow Joncs Recrezuona! Index
—0— FTSE 100 Index © Momingstar Leisurc Index
= S&P 500 Index
Assumes $100 Invested on November 30, 2010
Assumes Dividends Remvested
Years Ended November 30,
010 2011 2012 2013 2014 2018
Camival plc ADS $100 $ B85 $104 § 97 %120 3146
Dow Jones Recreauonal Index $100 % B6 $110 3126 $168 $187
FTSE 100 Index $100 $105 $119 S$143 $i142 $134
Mormngstar Lessure Index $100 $ 94 8111 $164 $I1B1 3175
S&P 500 Index $100 $108 $125 5163 3191 5196




SELECTED QUARTERLY FINANCIAL DATA (UNAUDITED)

Our revenues from the sale of passenger uckets are seasonal Histonically, demand for cruises has been greatest
dunng our third quarter, which meludes the Northern Hemisphere summer months This higher demand dunng
the thurd quarter results 1 lagher ticket pnices and occupancy levels and, accordingly, the largest share of our
operating income 15 eamed dunng this penod The seasonality of cur results also increases due to ships being
taken out-of-service for maintenance, whuch we schedule dunng non-peak demand peniods In addiuen,
substanually all of Holland Amenca Princess Alaska Tours' revenue and net (ncome 15 generated from May
through September 1n conjuncucn with the Alaska cruise season

Quarterly financial results for 2015 were as follows (in mallions, except per share data)

Quarters Ended
February 18 May 31 August 31 November 30

Revenues $3,531 $3.500  $4.883 $3,711
Operaung mcome $ 266 $ 289 31510 $ 510
Net income $ 49 $ 222 $1.216 $ 270
Earnings per share

Bastc $ 006 $029 $136 $03s5

Diluted 3006 $029 $156 $ 035
Adjusted net income (2) $ 159 5 193 $1.365 $ 389
Adjusted carmungs per share—diluted (a) $020 $025 5175 $ 050
Dividends declared per share $0325 $025 $030 $ 030

(a) Adjusted net income and adjusted fully diluted carnings per share were computed as foliows

Quarters Ended
February 28 May 31 August 31 November 30

Net income

U.S. GAAP net income $ 45 $ 222 $1,216 $ 270

Restructunng expenses - 7 14 4

Gan on shup sale (2) ) @) (2

Unrealized losses (gains) on fuel derivatives, net 112 (34) 137 117

Adjusted net mncome 3 159 $ 193 $1,365 $ 389
Weighted-average shares outstanding 779 780 781 777
Earmngs per share

U.S. GAAP earnings per share $ 006 $029 $156 $035

Restructunng expenses - 001 002 -

Unrealized losses (gains) on fuel denvatives, net 014 (0 05) 017 015

Adjusted earmings per share $020 $025 8175 $ 050

Quarterly financial results for 2014 were as follows (in muilions, except per share data)

Quarters Ended
February 28 May 31 August 31 November 3)

Revenues $3,585 $3.633 $4.947 $3.718
Operating income $ 67a) § 147(a) $1,292(n) § 265(a)
Net (loss) income $ (200a) $ 9B8(a) $1,241(a) $ (104)a)
(Loss) carmings per share

Basic $(003Xa) $ 013(a) § 160a) $(013)a)

Diluted $(003Xay $013(a) § 160a) $(013Xa)
Adjusted net {loss) income (b) $ OXa) $ 73(a) $1,226(a) 3 208(a)
Adjusted carmings per share - diluted (b) $00a) $009a) $ 158a) $ 027(a)
Duividends declared per share 5025 $025 $025 $ 025

(See next page for footnotes )
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(a) Previously reported results changed as follows as a result of our revision of prior penod financial statements
(sec "Note 1 - General — Revision of Prior Period Financial Statements™ 1n the consohdated financial
statements for addittonal discussion)

Quarter Ended Quarter Ended
February 28,2014 May 31, 2014

As Previousty As As Previpusty As
Reported Rensed Reported Revised

Operating income s n $ 67 $ 155 $ 147
Net (loss) income $ (15 § (20 $106 $ 98
(Loss) earmings per share
Basic $002) $(003) $014 $013
Daluted $002) $DO03) $0 14 $013
Adjusted net income (loss)} s 2 $ O $ 80 $ 713
Adjusted carnings per share — dituted $000 $000 $0 10 009
Quarter Ended Quarter Ended
August 31, 2014 November 30, 2014
As Prevoasly Al As Previously As
Reporied Revised Reported Revised
Operattng income $1,298 $1,292 $ 207 § 265
Net income (loss) $1,247 $1,241 $(102) $(104)
Earrungs (loss) per share
Basic 3 161 3160 $(013) 3013
Diluted 3160 $ 160 30 13) $(013)
Adjusted ner income $1,232 $1,226 $ 210 $ 208
Adjusted earnings per share — diluted $158 51358 $027 $027

(b) Adjusted net (loss) income and adjusted fully diluted earmings per share were computed as follows

Quarters Ended
February 28 May 3l August 31 November 30

Net income

U.S GAAP ret (loss) income $ 200 § 98 81241 $(104)

Restructunng expenses - - - 18

(Gains) on ship sales and ship impairments, net - (15) - 17

Unrealized losses (gains) on fuel denvauves, net 17 (10) (135 277

Adjusted net (loss) income $ 3 § 73 81,226 $ 208
Weighted-average shares outstanding 776 778 718 776
Earnings per share

U.S. GAAP (lass) earnings per share $003)y $013 § 160 $(013)

Restructunng expenses - - - 002

(Gains) on ship sales and ship impairmenits, net - (002) - 002

Unrealized losses (gains) on fuel denvauves, net 002 (002) 002) 036

Adjusted earnings per share 5000 $009 § 158 $027
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