


OVERVIEW
Thomas Cook is one of

the world’s leading travel
groups with sales of £9.6bn.

Thomas Cook is supported
by 21,000 colleagues and
operates from 16 countries.




1
Thomas Cook Groupple | A LReportand A 2018

THE
GROUP

AT A
GLANCE

. NECKERMANN ' ThomasCook Bl & Condor . Thomas Cook Airlines

2018 2007 2018 2017
Revenue* £7,394m £7136m Revenue* £3,519m £3087m
Gross margin %** 13.5% 15.4% EBITDAR margin %** 13.0% 13.1%
Underlying EBIT** £16Im £249m Underlying EBIT** £129m £94m
Underlying EBIT %** 2.2% 3.5% Underlying EBIT %** 3.7% 30%
Tou operator Own-brand hotebs firline customers™*  Aircraft
customers*** and resorts

*  Segmental revenue of £10.913m does not include £(1,329)m of internal revenue, which results in Group revenue of £9,584m

** The term ‘underlying’ refers to trading results that are adjusted for separately disclosed items that are significant in understanding the
ongoing results of the Group Separately disclosed items are included on the face of the income statement and are detailed in Note 7 to the
Group financial statements. This applies to all references of ‘'underlying' in this report. Underlying segmental EBIT of £230m does not include
corporate costs of £(40)m which results in Group underlying EBIT of £250m

**¥ Segmental customers of 310m does not include 91m of internal customers, resulting in Group customers of 22.0m
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...MAKES
US WHO
WE ARE

In 2015, we launched a pledge to put our customer back
atthe heart of everything we do. Our aimis to ensure we
do allthat we can to give our customers great holidays
which inspire them to come back to Thomas Cook.

OVERVIEW

The Group at a glance
Customer at our heart
Our culture

STRATEGIC REPORT

Our strategy

QOur business model
Chairman's statement

Chief Executive's review

Our operating overview
Progress against strategy
Our key performance indicators
Our approach to our people
Our appreach to sustainability
Financial review

Risk management

GOVERNANCE

Directors’ Report

Chairman's Governance Statement

Board of Directors

Corporate Governance Report

Other disclosures

Annual Statement by Chair of
Remuneration Committee

Directors’ Remuneration Policy

Annual Report on Directors’ Remuneration

FINANCIAL STATEMENTS

Independent Auditor’s Repart

Group income statement

Group statement of comprehensive income
Group cash flow statement

Group balance sheet

Group statement of changes in equity
Notes to the financial statements
Company balance sheet

Company cash flow statement

Company statement of changes in equity
Notes to the Company financial statements
Eight-year financial summary

Shareholder Information

185



Thomas CookGroupplc ' AnnualReportand Accounts 2018

CUSTOMER
AT OUR
HEART

LISTENING
TO WHAT
CUSTOMERS
'WANT.

‘Customer atour Heart' is the cornerstone of our strategy
for profitable growth. Our desire to create a genuinely
customer-centric organisation shapes the way in which we
think about the culture of our business, the values by which
we work and the services we provide to everyone who holidays
with us. It continues to act as a powerful catalyst for change
and we believe itis where we have the biggest opportunity
to differentiate ourselves from the competition.

We know that happy customers are more likely to come back to
Thomas Cook and to recommend us to their friends. As customer
loyalty increases, our cost of sale goes down as customers
choose Thomas Cook because of our reputation rather than

our marketing. We also know that on average customers that
return to Thomas Cook spend more with us than new customers,
reflecting their increased trust in our holiday offering

We see the tangible value our customer focus creates across
the business, shown most clearly in how customers are willing
to pay more for a hotel following improvements in its quality
performance: generating better returns for the business

Operationally. we focus our Customer at our Heart strategy in two

areas: the care and reassurance we provide to our customers, set

out in our three Customer Promises of Quality. Service and Reliability:
and the contact we maintain with customers ensuring that we are
accessible however they choose to interact with us and forming
long-lasting relationships throughout the year




Thomas Cook Group ple 5 A lReportand A ts 2018



Thomas Cook Groupplc '

OUR
CULTURE

(Reportond A

MAKES US
DIFFERENT.

In 2016, we launched our three Customer Promises:
Quality, Service, Reliability. These promises shape everything
we do as a business. They also form the basis of our corporate

values against which we measure the performance of all
of our 21,000 colleagues. We believe our promises help

QUALITY
Put our heast into it

7

We are passionate travelexperts
&have been creating great
holiday memories since 1841.

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

We listen & acton
your feedback.

Ourteams & the partners we
work with are always looking
to improve to make your
next holiday even better.

to setus apart from the competition.

SERVICE

Weax their fUip flops

0p

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

We are happy to make you happy
& we promise to put you at the
heart of everything we do.

Your holiday means
the world to us.

We'd love to welcome you
again & are committed to sending
you home with great memories
of your holiday.

RELIABILITY

We're one Thomas Cook

R0

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

We always give you all the
information you need to make
your time away stress-free.

Your money's safe
when booking with us.

We're ATOL protected
for peace of mind.
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OUR
STRATEGY IS DRIVING

'PROFITABLE
pericresooreo RO W THe

sits firmly at the centre of our strategy
for sustainable growth and our vision
to be the most loved holiday company.

CARE

page 18

CONTACT

Page 20

HOLIDAYS

PARTNERSHIPS

Page 30

10
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OUR PROGRESS OUR FOCUS FOR

IN 2018 THE YEAR AHEAD

24-Hour Satisfaction Promise fully Further develop inMoment and C-View customer

implemented across our core portfolio relationship management tools

Accommodation NPS up 2 points New in-destination features for our app

Introduced InMoment our new Group-wide Improve flight delay information for customers

customer feedback management tool THE RESULT
Increasing
customer

___________________________ U g~ loyalty and

Controlled distribution reached 70% A full 'self-service’ proposition for all holiday attracting new

Web sales up 12% extras we sell online customers

Webshare up 2 points to account for 48% Improve search across our platforms with more

of all bookings personalised results for our customers

MAKIS project launched to simplify hotel Further simplify the mobile booking journey

information across all distribution platforms to improve conversion

Launched Hotel Fund with LMEY with five seed Fund to acquire at least five more properties

assets and first tranche of capital funding Open 20 new properties next year including

Launched Cook'’s Club hote! brand ten new Cook s Clubs

Group Airline capacity increased by 10% Further consolidate the number of direct hotel contracts

in the summer Consolidate airline growth with operational stability
and performance

Ancillary sales up 4% across the Group Launch Express check-in so customers can bypass reception
Launched Lyk pre-paid travel card Introduce HotelShop for customers to further OURVISION
> and Roam Insurance products through personalise their holiday
Thomas Cook Money Grow reach of Thomas Cook Money products in Tobe the
digital and offline most loved
______________________________________________________________________________________________________________________ holiday
Launched city-break and hotel only offering Increase sales in China through own channels company

with Expedia; UK Belgium & Nordics Roll out new city-break and hotel only offering across

Thomas Cook China growing more of our source markets
customers eightfold

1
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A BUSINESS

MODEL ON THE
FOCUSED CUSTOMER
ovrecrsie. J OURNEYS

the customer journey from
o:

dream to experience.
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THE CUSTOMER
JOURNEY

Our customers’ journey doesn't start in
the airport It begins when they get their
holiday inspiration online or in a store,
continues through the booking process,
takes them through their experience

on holiday and then the memories they
carry with them afterwards We are
building closer relationships with our
customers throughout this cycle to
increase loyalty and inspire more
customers to holiday with Thomas Cook

i
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WEDO
OUR CUSTOMER CHANNELS

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

a network of profitable stores to attract,
inspire and engage our customers on the
high street The customer insight we have
built up over the years, along with the trust
we have developed in the best brand in
travel, shapes the approach we take to every
customer contact

IN-DESTINATION MANAGEMENT
AND CUSTOMER RELATIONS

Our customer teams are integral to our
business and the holiday experience we
give our customers. We believe that the
strength of the relationship we build with
the customer is what sets us apartin a
crowded market Customer Relations and
In-Destination Services - our teams on the
ground in resort - are critical to building and
maintaining those relationships so that our
customers enjoy the best of Thomas Cook

Our core holiday offering is what generates,
preserves and captures value in our business
We focus our holiday offering on our own-
brand hotels and resorts, supplemented by

a defined portfolio of selected partner hotels
By focusing our investment and resources on
a streamlined portfolio of hotels. we are able
to have a greater influence on the customer
experience driving better customer loyalty
and recommendations while delivering higher
returns for shareholders.

We recognise that the flight to and from

the destination is an integral part of the
holiday experience. By investing in our own
airline. we have influence over the on-board
experience and the sale of additional services
where we can earn higher returns We also
control the booking processes. enabling us to
maximise returns from seat-only sales

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

the opportunity to personalise the holiday
experience and create additional returns
for the business

PARTNERSHIPS
STRATEGIC PARTNERSHIPS

We will enter into strategic partnerships
where we have the opportunity to streamline
our business while also tapping into new
markets or widening our offer to customers
Our strategic partnerships also enable

us to leverage the trust and heritage

of the Thomas Cook brand

PARTNER AIRLINES

We partner with other airlines to maximise
the choice for our customers, increase
flexibility in our operations, and manage
our fleet more effectively

COMPLEMENTARY HOTEL
PARTNERSHIPS

Partnerships with Expedia and Webjet enable
us to complement our core sun and beach
holiday offer with a wider choice of hotels
across the world at the lowest possible

cost This approach means we can focus

on creating maximum value in the holidays
to our directly-contracted own-brand

and selected partner hotels while earning a
share of the revenue from sales to a much
bigger portfolio of properties

Strategic report
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| HIGHLIGHTS OF THE YEAR

FINANCIAL HIGHLIGHTS

(0.3)p**  £250m**  20.4%**  £(163)m

Underlying EPS Underlying EBIT Underlying gross margin Profit aftes tax

BUSINESS HIGHLIGHTS

Group with Thomas Cook
Airlines Balearcs

Launched our new hotel brand
Cook s Club which focuses on : .
the things that matter to a g key assets of Thomas Cook
new generation of travellers " . . Hatel Investments

EBIT of £290m does not include corporate costs
of E(40)m which results in Group underlying
EBIT of £250m
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CHAIRMAN'S
STATEMENT
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2018 has been a year of mixed fortunes

for Thomas Cook. Although we made
considerable progress on strategy,
achieving a number of important
milestones, the year-end resuit was
disappointing. A period of prolonged hot
weather across our European markets

in the critical last few months of trading
exposed the fact that we have more to do to
in the way we manage operational risk and
execute the strategy in our key markets.

In many respects, it was a year of two halves
The business had a good first six months and
delivered improved financial results in May
However, the summer heatwave impacted
both customer and competitive behaviour
leaving our Tour Operator business with

too many holidays left to sell in a heavily
discounted environment. On revenues of

£96 billion, up £574 million on the previous
year. the Group delivered operating profit

of £97 million. and net loss after tax of

£163 million

Despite the final result, the Board is confident
the strategy for profitable growth the team
has been pursuing is the right one In an
increasingly competitive environment, it is
evident that the successful businesses will be
those that clearly differentiate their offering
and create real value for the customer

A key part of that strategy is an increased
focus on our core sun and beach holidays,
and in particular our own-brand hotels

where we have higher control over quality
and where we earn a much higher return.

Thomas Cook Groupplc |
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'FRANK
'MEYSMAN

“Our shareholders rightly expect
to see the fruits of our strategic
execution in the financial results.
The full benefit of the changes that
management has been making
to the business are taking time to
come through, reflecting in part
the complexity, scale and cost of

The launch in March of our hotel fund in
partnership with Swiss hotel property
development company LMEY was an
important milestone in accelerating the
expansion of our own-brand hotels and
resorts business. With five initial seed
assets, the fund has agreed another two
development projects and has successfully
secured €40 million debt funding, enabling
us to more easily finance our expansion
and increase the proportion of owned
properties in the portfolio

The other side to the strategy is partnering
with the best in the industry to offer
customers increased choice. The launch

of our ground-breaking alliance with Expedia
in our first five markets this autumn, was

a big step forward This gives us access to
best-in-class technology, many more hotels
of ensured quality, and all at lower cost to
our business

Of course, our shareholders rightly expect
to see the fruits of our strategic execution
in the financial results What 2018 has
demonstrated is that the full benefit of

the changes that management has been
making to the business are taking time

to come through. This reflects in part

the complexity, scale and cost of the
transformation required. Consequently,

in a year of exceptional weather across our
source markets the benefits of our strategic
progress were not enough to offset the
extreme pressure on margins

the transformation required.”

The Board will continue to focus management
on executing the strategy with pace and
commitment You can be assured that the
Board is conscious of its duty to unlock fully
the potential of this business for the benefit
of all stakeholders

Turning to the business of the Board. Group
Chief Financial Officer Bill Scott decided to
step down in September. Bill will leave the
Board on 30 November, following the full-year
results announcement. On behalf of the Board.
I would like to thank Bill for his contribution
to the business over the last six years

The Board has named Sten Daugaard as Group
Chief Financial Officer on an interim basis

He brings more than 30 years’ of experience
in senior financial positions in international
companies and is also a member of the Board
of Thomas Cook GmbH, Germany. He joined
the business on 1 October and is formally
appointed to his role on 1 December.

| would alsa like to thank all of our people
across the Group for the work that they do.
day to day. to give our 22 million customers the
best weeks of their year. And thank you to you
our Shareholders for your support as we put
Thomas Cook on a path to profitable growth

FRANK MEYSMAN
CHAIRMAN

28 November 2018

15
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CHIEF
EXECUTIVE'S
REVIEW PETER
FANKHAUSER

“Itisimportant that we continue to execute our strategy where it
matters - close to the customer in all of our markets - to transform
our business with consistency, pace and flexibility, enabling us
to address changing customer expectations and demands.”

16
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2018 was a disappointing year for
Thomas Cook, despite achieving some
important milestones in our strategy
for transforming the business.

After a good first six months of the year,

we went into the summer with a positive
position. confident of filling all our committed
hotel accommodation and flight capacity at
good returns. However. with the start of the
heatwave in May, that demand tailed off in
the fourth quarter. with customers across
our European source markets delaying
decisions about their summer holidays as
they enjoyed record temperatures at home
This delay in bookings resulted in oversupply
across the market and an even more
competitive pricing environment than usual,
restricting our ability to achieve the planned
margins in the “lates” booking period

While all our source markets were impacted,
we saw a particular hit to our UK business
where the slowdown in bookings came on
top of an already competitive market for
Spanish holidays We have a specific plan to
address the performance in our UK business
which | address later in this statement

A higher-than-anticipated decline in gross
margin in the fourth quarter resulted in
underlying operating profit in our Tour
Operator business overall being £88 million
down at the full year

Notwithstanding the impact of the hot
summer. our Northern European tour
operating businesses achieved a near record
level of performance, albeit lower than that
expected at the end of the first half.

The weakness in our Tour Operator was
partially offset by a good performance in our
Group Airline. This looked set for an excellent
year until air traffic control strikes and
operational challenges following the failure of
Air Berlin led to industry-wide disruption and
delays Nevertheless our Group Airline delivered
a £35-million improvement in underlying
operating profit this year. Despite this positive
result our overall Group underlying operating
profit was £58 million lower than the prior year.

Unfortunately. the Group financial result
masked the good progress that we made on
strategy in the year We've taken important
steps to grow our own-brand hotels business,
establishing our hotel investment fund and
opening 11 new hotels including an innovative
new concept in Cook’s Club. Meanwhile, the
launch of our alliance with Expedia in five
markets is giving customers greater choice,
at lower cost to the business These represent
significant steps forward in our strategy
which is transforming our opportunity for
sustainable growth in the years ahead

!
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CUSTOMER AT OUR
HEART IS DELIVERING

Three years after introducing our "Customer
at our Heart” strategy. we now have tangible
evidence that it is delivering. Customers are
more loyal to Thomas Cook with a higher
rebooking rate in 2018 than the previous
year and we attracted three per cent more
new customers than in 2017

More than that. we see a direct correlation
between Net Promoter Score (NPS), our

key measure of customer satisfaction, and
the financial returns we can generate as a
business Where a hotel meets our threshold
measurement on NPS, we earn an additional
two percentage points more in margin the
following year. showing that customers are
willing to pay more for better quality

NPS across our hotel portfolio increased

2 points in the past 12 months, demonstrating
that the work we've done to improve quality
in destination and our stringent approach to
the hotels we include in our portfolio is paying
off Following a summer of airline disruption,
as we integrated new aircraft and managed
the impact of industry-wide air traffic control
issues. Group Airline NPS was down 3 points
As a result, after two years of consecutive
growth. group NPS fell back 0.8 points in 2018

CUSTOMER CARE
BUILDING TRUST
IN OUR BRAND

Our focus on the customer drives the big
decisions that we take as a business. At an
operational level, that means gathering all the
information that we can about our customers’
experience and constantly monitoring it to
shape the decisions about the hotels we sell

We track the performance of every one of the
3150 hotels that we sell in our core sun & beach
portfolio to ensure it meets our standards

The introduction of a new customer feedback
management tool. INnMoment, at the start of
2018 took us a big step forward by providing
our hotel quality managers with detailed.
real-time information on customers’ experience
of all elements of a hotel and its service

This enables them immediately to identify
issues and intervene with improvement plans

in parallel with our quality management
process, we have a rigorous process for Health
and Safety Our independent Health and Safety
auditors visit every one of our core properties
on an annual basis, checking everything from
the building, food, pool and security with a
benchmark that every property must achieve

2018

If they don't reach the standards we require
we support them to make improvements
But if we decide customers are at risk.

we stop selling the hotel. As simple as that

In the last year. we have stopped selling 55 of
our 3150 core portfolio properties for health
and safety reasons We also de-flagged

21 hotels from our own-brand portfolio for
failing to meet our quality standards

We are proud to give our continued
support to the Safer Tourism Foundation.
Launched in 2017. the Foundation brings
together key players from across the UK
holiday industry to share information and
resources with the aim of improving health
and safety standards for our customers
and raising awareness of the risks they
may face on holiday The first campaign on
pool safety launched this summer reached
almost 3.5 million holidaymakers

Even with all our checks and balances, there
is a risk that things can go wrong on holiday.
Qur job then is to step in quickly to do all that
we can to take care of the customers - and
to take the learnings to improve our quality
management checks even further and make
sure that the situation does not repeat itself.

This summer was one such moment with the
tragic and sudden deaths of John and Susan
Cooper in August at the Steigenberger Aqua
Magic in Hurghada. We immediately sent

our Head of Welfare into the resort to take
care of the family, along with our Head of
Health and Safety to investigate what went
wrong. When it became apparent that there
had been increased levels of sickness at the
hotel. we moved all our customers out

The circumstances of the Coopers’ death
remain unclear. But the findings of our own
audit have made us reappraise our processes
and our approach to hotel hygiene As a
result. from next season we are introducing
an extra level of assurance that the highest
standards are maintained at all times in all

of our core properties

CUSTOMER
FEEDBACK DRIVING
BOLD DECISIONS

Putting our customers at the heart of our
business - or "Wearing our customers

flip flops. as encapsulated in our employee
values - doesn't simply shape the decisions
that we take at an operational level day

to day It also means asking our customers
views about the issues that they care
about and what they expect from their
holiday company

Strategic report
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CHIEF EXECUTIVE'S REVIEW

This process has shaped two big - and bold

- moves from Thomas Cook in the past six
months: our decision to stop selling all animal
attractions that keep orcas in captivity and
our new pledge on plastics

We took our decision on captive orcas

18 months after we first announced an
industry-leading Animal Welfare Policy based
on overwhelming changes in customer
sentiment on the issue More than 90 per cent
of customers from our key source markets
told us it was important that their holiday
company took animal welfare seriously

Similarly, our #noplaceforplastic campaign.
which will see us remove 70 million single-
use plastics from our supply chain in the next
12 months, was based on extensive customer
feedback More than 90 per cent of customers
questioned told us that this was an issue
they cared about: almost as many told us this
was an issue they expected us to address:
and more than two thirds said they would

be more likely to use a travel company which
took the issue of plastics seriously

CUSTOMER CONTACT
— FORGING CLOSER
RELATIONSHIPS

We know that the success of our customer-
led strategy rests on strengthening our
direct relationships and ensuring that we are
available where, when and how our customers
need us. Our objective is to increase the
number of customers who book directly with
Thomas Cook, with a focus on digital channels
where our cost of sale is lower At the same
time, we want to make it easier for our
customers to book all of the services and
holiday extras which help to give customers
a personalised holiday experience

Online sales increased in all segments this
year with particularly strong growth in the UK,
up almost 30 per cent year on year. Germany
increased by almost 25 per cent and our Airline
by 17 per cent. This contributed to a 12 per
cent increase in web sales overall Online
now accounts for 48 per cent of bookings,
versus 22 per cent in retail and 30 per cent
through third parties

We also increased the proportion of bookings
we took via our own distribution channels -
up one percentage points to 70 per cent this
year. We made good progress in Germany in
particular. where we have increased the number
franchise agreements with agency partners

CONTINUED

HOLIDAYS -
IMPROVING CHOICE
AND FLEXIBILITY

Of course. where our customers opinion
matters most is in the holidays that we sell
QOur holidays are the primary focus of all that
we do at Thomas Cook. At the heart of that
strategy sits a streamlined portfolio of 3,150
quality hotels where we can have a greater
influence over our customers’ experience -
generating higher margins and returns for
our business

In an increasingly competitive market.
where customers have more choice than
ever before. we know that the successful
businesses will be those that genuinely
differentiate their offer and provide real
value to the customer.

The good news is that this is a growing
market. One in five of our customers go on
more package holidays than three years
ago. The difference is that they don't want
to be treated as "mass”; more than two in
three want the opportunity to personalise
their holiday experience That's why we
have launched innovative new services like
Choose Your Favourite Sunbed and Choose
Your Room this summer

They may sound gimmicky but were making
a serious point and one that our customers
are responding to Alongside our 24-Hour
Hotel Satisfaction Promise which is now

in place across all of our core hotels, we

are distinguishing our holidays from other
package holiday providers, giving customers
more reasons to book with Thomas Cook

HOTELS - OUR OWN-
BRAND STRATEGY

IS WINNING WITH
CUSTOMERS

When we set out our strategy for profitable
growth, we said that our own-brand hotels
were the cornerstone of that strategy.
presenting the greatest opportunity for
differentiation and. from that, higher returns

All our customer research supports that
decision Across our three biggest markets
our customers experience in their hotel

is the most important factor in their
overall satisfaction with their holiday.

14

Added to that. three in ten customers now
say that the hotel is more important even
than the destination

The NPS in our own-brand hotels in 2018
was two percentage points higher than our
differentiated portfolio as a whole And our
new concepts like Casa Cook achieve some
of the highest scores for NPS overall

This plays into the financial returns we make
from these hotels. We earn a significantly
higher margin from our own-brand hotels
versus those from our selected partner
hotels In part, these higher returns come
from customers willingness to pay more

for higher quality However. it also reflects
the greater share of profit that we earn
from our own-brand hotels: from a franchise
fee, to a management fee, through to a
share of profits from our fund-owned and
managed hotels

| feel very optimistic about our prospects

in Summer 2018. we opened 11 new own-
brand hotels including a new concept in
Cook’s Club This builds on the success of
Casa Cook extending the same design-led
approach to bigger properties at a more
accessible price that we can roll out at scale

With nine out of ten customers saying that
the décor influences the hotel that they
choose, and almost half telling us that the
décor matters more than it did five years ago,
we know that we are meeting a change in
customer needs

The first hotel under the Cook’s Club brand
opened in June in Crete, and transformed a
traditional beachside holiday resort hotel into
a stripped-back. design-led hotel to appeal

to a new generation of travellers. In its first
summer, the hotel delivered occupancy levels
of more than 93 per cent and increased its
average daily room rate by almost 50 per cent
versus the previous year. As importantly. it
showed how we can use our new concepts
to attract a new customer to Thomas Cook:
75 per cent of customers in its first summer
were new to Thomas Cook

In 2019, we plan to open at least 20 own-
brand hotels This includes up to 10 new
Cook’s Club hotels: the Company's first Casa
Cook in its biggest market, Spain; and the
first family Casa Cook, in Greece In total,

the new properties will take the Company’s
own-brand hotel portfolio to 200 with around
40,000 rooms, putting us among the top five
largest sun and beach hotel groups in Europe

18



This expansion is boosted by the launch of
our new hotel fund during 2018, Thomas Cook
Hotel Investments. in partnership with hotel
developer LMEY. Casa Cook Ibiza will open
next summer as the first new project for the
fund Managed by Thomas Cook. we expect
the 189-room hotel to continue the success
of the first two openings for the Casa Cook
brand where more than 75 per cent of quests
have been new to the Company. We are
targeting a further five new projects for the
fund for 2019, focusing on our key brands

of Casa Cook. Cook's Club, and Sunwing

AIRLINE - GOOD
PERFORMANCEINA
CHALLENGING YEAR
FOR OPERATIONS

The success of our holiday offer is supported
by a well-managed airline which leverages
its relationship with our holiday business
while actively developing its own distribution
channels to compete wing-to-wing with
other European leisure carriers

2018 was a strong year of growth for our
airline against a backdrop of widespread
disruption following the collapse of Monarch
and Air Berlin in 2017 and strike action
across European Air Traffic Control. We took
advantage of the upheaval in the market to
expand capacity by 10 per cent this summer.
increasing our market share at a number

of our key airports in Germany in particular
We also strengthened our operational setup
to support that growth with the addition of
two new Air Operating Certificates (AOCs),
including a new operation in one of our
biggest destinations, the Balearics

We made good progress with our efficiency
programme. removing a further £31 milfion
in cost through synergies achieved as we
bring our national airlines closer together
to operate as one European airline

Despite some operational challenges

we delivered good growth in customers and
profit, which increased by £35 million year-
on-year on an underlying basis Our focus
for 2019 is to consolidate the growth we
achieved in 2018, strengthen our customer
offer and further extend our reach

\
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PARTNERSHIPS

Ultimately, we know that the success of our
strategy will be determined by our ability to
focus on delivering higher returns from our
core sun & beach holidays while at the same
time partnering with the best in the industry
to offer customers even greater choice

In this respect. the launch of our Expedia
alliance in our first five markets of the UK
Nordics and Belgium in 2018 was a milestone
development. Plugging in Expedia's market-
leading capabilities and extensive catalogue
of city and domestic hotels should transform
the way we offer a choice of holidays to our
customers: more than 150,000 hotels that
meet our health and safety standards. with
an improved booking journey, at reduced cost
and complexity to our business

Combined with our hotel sourcing partnership
with Webjet to increase our offering in sun
and beach, we have delivered a 58 per cent
growth in overall bed bank bookings for the
year | feel optimistic about the prospects for
this part of the business as we continue the
roll out across markets - and begin to take
advantage of Expedia's distribution channels
to sell our own-brand hotels where we have
excess capacity

OUR PRIORITIES
FOR 2019

Despite the overall result, we have made
good strategic progress through the year

We have delivered many innovative and
exciting initiatives that | believe will transform
the prospects for our business in the future

It is important that we continue to execute
our strategy where it matters - close to the
customer in all of our markets - to transform
our business with consistency. pace and
flexibility, enabling us to address changing
customer expectations and demands

At the same time we must take the lessons
from 2018 We are putting particular focus
on addressing the performance in our UK
Tour Operator where the challenges of
transformation remain significant, operating
in a competitive environment with still too
many legacy systems and processes We now
have a clear plan of action centred on driving
awareness and take-up of our own-brands;
increasing operational flexibility: optimising
returns from our high street assets: and
targeting a best-in-class cost base
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Across Thomas Cook, we operate in

markets that are sensitive to a range of
uncertainties. including poor weather and
third-party incidents. That means we have to
manage risk in our financial and commercial
commitments As a result. we are making

changes to our management of risk internally,

the way we set targets for management
and how we communicate these externally

To provide greater consistency in our core
financials, we are reducing our committed
airline capacity for 2019 and increasing the
focus on higher quality higher-margin hotels
and destinations, with clearer processes and
incentives to ensure these are prioritised
through our retail and online sales network.

As a result, looking to 2019 we expect to
deliver progress on underlying EBIT and
lower separately disclosed items, leading to
substantial progress on reported operating
profit. Reported operating profit will be

a primary focus going forward., together
with free cash generation. To reinforce
the importance of free cash generation.
we have changed our incentive scheme
for management to focus on delivering
operating profit improvements which include
the impact of separately disclosed items
This will ensure we don't take our eye off
delivering our goal to generate cash to
invest in our strategy and repay debt

CONCLUSION

Time and again. we see that where we

listen to our customers, we take the right
decisions for the business. For that, | would
like to thank my 21000 colleagues Their hard
work and commitment is what makes our
business different and will be critical to our
success in the future Despite the challenges
of this summer [ feel confident in the plans
that we have to build a better business

for the benefit of our customers, our people
and all of our stakeholders

PETER FANKHAUSER
CEO

28 November 2018
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OUR

OPERATING

ENVIRONMENT

ECONOMIC

The growth of World Travel and Tourism
outpaced global GDP growth for the seventh
consecutive year, according to data from
the World Travel and Tourism Council

Among other factors, the recovery of Turkey.
Tunisia and Egypt as popular mainstream
holiday destinations last year contributed to
a 46 per cent growth in the sector globally

International travel in Europe grew by seven
per cent. buoyed by eight per cent growth
in Southern and Western Europe

Over the next ten years, Travel and Tourism
is expected to continue to outpace global
GDP growth, at 38 per cent per year versus
3.7 per cent respectively. Within the sector,
package travel is forecast to grow nine per
cent in volume to 2022

OPPORTUNITIES

Global consumer spending power was
expected to have further accelerated in 2018,
helped by a positive labour market which
will support bath domestic and international
travel and tourism expenditure

In the 12 months to February 2018 49 per cent
of overseas holidaymakers in the UK and

40 per cent in Germany booked a package
holiday. demonstrating its continued
importance within the sector in our

key markets

The return in popularity of Turkey, Egypt
and Tunisia among European holidaymakers
presents further opportunity to develop our
holiday offering in destinations where we
have a strong market position and where
we are able to generate better returns,
especially from our large and growing
portfelio of own-brand hotels

CHALLENGES

In the Eurozone, the WTTC forecasts a
slowdown in growth, mainly related to the
exceptional growth in 2017. 2018 has seen a
new Italian government challenge EU fiscal
rules, which has resulted in an underlying
tension in the Eurozone In the UK, the IMF
forecasts an economic slowdown related
to Brexit. owing to continued uncertainty
A commitment by OPEC members to cut
production of oil. and renewed sanctions
on Iranian productions is likely to see the
price of crude rise. though our hedging
policy will mitigate short-term impact

OUTLOOK

The economic outlogk for leisure travel in
the coming years remains positive. balanced
against uncertainty around the outlook for
consumer sentiment - particularly with
regards to Brexit in the United Kingdom
However, even in economic downturns
customer spending on overseas holidays
remains resilient As customers look for
points of differentiation in a competitive
environment for European leisure travel,
we believe we are well positioned to take
advantage of the continued growth in
leisure travel spend

1990 1995
Source: UNWTO Tourism highlights 2017 Edition
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OVERVIEW

POLITICAL &
REGULATORY

Brexit has continued to dominate the political
and regulatory discourse in the UK in 2018.
and while it has also featured prominently in
discussions in Brussels and Europe’s other
capitals, so too has the implementation of
important regulatory initiatives from Brussels
that impact our industry For example, the
Package Travel Directive 2015 (PTD) came into
full force, as did the General Data Protection
Package (GDPR). and the Payment Services
Directive (PSD2). Following a concerted
campaign by Thomas Cook and other industry
players, 2018 also saw the UK government
take quick and clear action to implement

a change in the law so that unscrupulous
claims management companies were no
longer able to exploit customers and put
forward fraudulent sickness claims

OPPORTUNITIES

The implementation of the PTD across our
source markets in July 2018 has meant that
all businesses selling holidays to customers
are subject to the same set of rules

While the implementation process proved
difficult across markets, the consistency
and clarity that the regulation brings is
good for consumers




They will now receive the same assurances
already offered by major tour operators, with
other operators now subject to the same
obligations that already forms a key part

of our cost base and business mode!

In March 2018, the European Commission
announced their proposed New Deal for
Consumers, to ensure that the EU's vast body
of consumer protection law is fit for purpose
in the digital age and enforced consistently
across the EU We welcome this initiative as
a further step to level the playing field for
businesses. and we continue to engage with
European stakeholders in Brussels as the
Deal progresses through the institutional
legislative process

CHALLENGES

As a pan-European business with a major
UK operation lack of clarity on Brexit has
been a major source of uncertainty for
the European travel industry. and the
business. However, we remain confident
that there will be no disruption to travel
as a result of Brexit, regardless of the
outcome of the negotiations. as both

the European Commission and the UK
government have formally outlined their
respective commitments to continued
aviation connectivity even in a no deal
outcome Challenges remain, and the
business continues to prepare for all
potential outcomes

The independent review into Airline
insolvency, looking into the impact on
passengers and the taxpayer when airlines
fail, is expected to be presented to the UK
government early in 2019 The findings may
recommend additional financial or regulatory
burdens on UK airlines We are engaging
closely with the review's secretariat as they
carry out their work in an effort to protect
customers and ensure measured, balanced
recommendations that do not drive up prices
across the sector.

50.000
40,000 —e

10,000

)
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OUTLOOK

We anticipate the political outlook on Brexit
to remain fluid into 2019 However. we expect
greater certainty with respect to potential
impacts on our operations, having received
commitments from both the EU and UK
government, which gives our customers
greater certainty in the knowledge that
Brexit will not disrupt their travel plans

2019 in Brussels will see the election of a
new European Parliament, and a mandate
change that will result in a new Commission.
which will then identify their policy priorities
Work Plan for the next five years We are
taking measures to inform the development
of the Work Plan to ensure that travel's policy
priorities are addressed

TRAVEL TRENDS

The growth in travel and tourism spending
globally is well documented. and continues
to outpace global economic growth

Leisure travel is a highly-valued segment of
discretionary spend Trends and fashions in
our key source markets, particularly on social
media. point to continued attractiveness of
travel among all demographics

OPPORTUNITIES

In Mintel's consumer survey, package travel
is identified as being convenient and easy

to arrange This provides opportunities for
our business to differentiate its offering

in an increasingly complex travel market

In addition. those who book package holidays
are the most likely of all holidaymakers to
record high satisfaction levels

Thomas Cook's strength as a dependable
brand that is trusted to offer hassle-free
holidays and an added level of care means
it is well positioned to continue to take
advantage of the benefits of package travel

Package holidays

Source: Office of National Statistics

and reap the loyalty and recommendation
that comes with high customer satisfaction

The trend towards increased personalisation
and tailor-making of the traditional package
holidays are opportunities to appeal to

more independently-minded travellers
Thomas Cook's growing range of innovative
holiday extras from private transfers to
bookable sunbeds positions us to take
advantage of this trend. Our portfolio of own-
brand hotels provide a point of differentiation
and the increased focus on design-led hotels
and higher quality food offer customers
another reason to book with Thomas Cook.
setting it apart from price-driven hotel
aggregators and online travel agents

CHALLENGES

The sustained increase in leisure travel
presents challenges for holiday destinations
throughout the world The past decade

has seen the world's 20 largest travel and
tourism markets increasingly occupy a
higher share of all global travel and tourism
GDP (72 per cent in 2017). By 2020, these 20
countries alone are forecast to have added
more visitors than the rest of the world
combined It is our role to make sure we
take a responsible approach to destination
planning and work with local authorities and
communities to achieve truly sustainable
holidays for everyone who chooses to travel
with us

The growth in availability and range of
peer-to-peer accommodation booking sites
presents a challenge to the hotel-based
travel industry. Our alliance with Expedia has
enabled us to establish a partnership with
HomeAway, Expedia's holiday rental platform
in order to capture a proportion of this spend
among our own customers

OUTLOOK

As customers seek ways to personalise
their holidays, it is our role to innovate

and offer new and attractive holidays and
holiday extras to demonstrate the benefits
of travelling with Thomas Cook. Innovation in
hotel brands such as Casa Cook and Cook's
Club demonstrates that we can reach new
audiences. while our holiday extras like
Choose Your Room or Choose Your Favourite
Sunbed add value to our offer over and above
the well-recognised benefits of convenience
and peace of mind when booking with a
brand like Thomas Cook
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AGAINST
STRATEGY

Our aim is to provide our customers with
a personalised holiday experience that
cannot be replicated elsewhere, driven
by the highest level of customer care at
every stage of their holiday.

We know that satisfied customers are more
likely to book again with Thomas Cook. and
that returning customers take higher-value
holidays at a reduced cost of sale Driven by
our organisational values of ‘we put our
heart into it’ “wear their flip flops” and ‘we're
one Thomas Cook’, customer satisfaction.
encapsulated in the measurement of net
promoter score (NPS) is a primary metric
against which we manage and incentivise
our business

OUR PROGRESS
IN 2018

We have seen a mixed picture on Group NPS
in 2018, which is down 0 8 points year-on-
year. We know that our airline has one of the
biggest impacts on averall customer NPS
The disruption across the aviation sector and
the operational challenges presented by our
growth in capacity in the past 12 months had
a dampening effect on overall NPS The hotel
accommodation score is up two points,
demonstrating the work we've done through
our quality improvement in destination and
our stringent approach to the hotels that we
include in our core portfolio

+2.0

Accommodation NPS
2017. 340

This year we have substantially improved the
insight we have into our customers’ holiday
experiences. and the tools that help us act on
feedback to make sure our customers have
the best possible time on holiday with us

We launched a new customer feedback
management tool, INMoment across the
Group (see case study - holidays) This gives
us better insight than ever before into how
we can give our customers the best possible
holidays. It enables us to immediately identify
issues and quickly improve where we need
to demonstrate the level of care that our
customers rightly expect from us

Following a successful trial over winter
2017118, we rolled out C-View, our customer
relationship management tool, to nearly all
of our 130 destinations C-View gives our
teams a 360-degree view of our customers
including booking history, customer service
enquiries and holiday preferences It is
another tool to help us better understand
our customers and give them a more
personalised holiday experience

Our 24-Hour Hotel Satisfaction Promise

is now fully implemented across our core
portfolio of hotels, giving an additional
reassurance of quality and service. We have
also continued to increase the proportion
of complaints that we receive in resort
before customers return home. through
better education of our teams in resort

and improved system support

-2.9

Airline NPS
2017273

2018

This year we increased the proportion

of complaints received in destination to
55 per cent, giving us time to resolve the
issue while our customers are on holiday.
This means more customers come home
happy. improving satisfaction scores and
helping us to spend less on customer
relations in our source markets

OUR FOCUS FOR 2019

We will further develop InMoment and C-View
to give ourselves an even more detailed view
of our customers to help us improve their
holidays by focusing on what matters most
to each individual holidaymaker.

We want to become more ‘digital in
destination’ through improvements to

our companion app and travel guide so it
becomes the quickest and easiest way

for our customers to get the most out of
their holiday. This ranges from information
about local attractions and help in booking
excursions. to getting in touch with our reps

We will also focus on improving the way

we support our customers in cases where
their flights are delayed. By offering more
information earlier when we know disruption
may affect customers, we can minimise

the inconvenience we know it can cause

to their holiday

-0.8

Graup NPS
2017: 452
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PROGRESS
AGAINST

STRATEGY

Whether through inspiring online
content, expert travel advice and on-
demand advice whenever it’s needed,
we are building seamless contact
with our customers throughout their
holiday journey.

Our strategy is to increase the number of
customers who book directly with Thomas
Cook. with a focus on digital channels where
our cost of sale is lower At the same time.
both online and through our agents and
partners, we want to make it easier for our
customers to book all of the services and
holiday extras which help to give customers
a personalised holiday experience

OUR PROGRESS
IN 2018

Online sales increased in all segments this
year. and we again delivered very strong
growth in the UK, up almost 30 per cent
year-on-year. Germany increased by almost
25 per cent and our Airline by 17 per cent

This contributed to a 12 per cent increase in
web sales overall. Online now accounts for
48 per cent of bookings. versus 22 per cent
in retail and 30 per cent through third parties

We also increased the proportion of bookings
we took via our own distribution channels

- controlled distribution - by 12 percentage
points to 70 per cent this year We made good
progress in Germany in particular where we
have increased our franchise agreements
with agency partners

-----INSPIRING OUR CUSTOMERS

+1.2ppts

Coutrobled distribution

This offsets a slight reduction in controlled
distribution in the UK as a result of our
store closure programme which reduced
our retail estate from 692 to 593 in the year
In our Nordic markets, we further increased
controlled distribution to over 92 per cent

Strategically, we've made more progress

to become a truly omni-channel business
We relaunched MyAccount, our single hub
for customers to access all their holiday
information In the UK, 72 per cent of online
customers now log in and use MyAccount
helping to improve ancillary sales conversion
by 12 per cent

We ve also rolled out our web platform in
Belgium and the UK with the new vision to
delight our customers. This has allowed us
to optimise a number of key areas of the
website to support our strategy We have
improved our ancillaries proposition both pre-
and post booking, as well as improving site
speed and functionality. driving a 34 per cent
increase in revenue this year

The changes have also enabled strong
growth of family bookings through our
website by improving search and filter

that makes booking family holidays easier.
resulting in 98 per cent growth year-on-year

The Companion app (named the Travel Guide
in Germany) has now been downloaded

31 million times We want it to be the easiest
way for our customers to get in touch with
us. as well as help them to personalise their
holidays both before they leave and while in
destination - see case study on page 19
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+12%

Web safes

Our Group-wide 'Focus on Families project
online helped increase sales by improving
the search filters that families tend to use.
and increasing the flexibility of the room
searches This work helped to double year-
on-year online revenue for family bookings
and increased conversion by 95 per cent

OUR FOCUS FOR 2019

We aim to put in place a full 'self-service
proposition for all of our holiday extras.
across online checkout and the holiday
companion app to help customers make
the most of travelling with Thomas Cook

We'll further improve search across our
platforms, with better product availability
online and results that are more
individualised to our customers, based on
improved algorithms and machine learning

On mobile, we'll build on the great progress
we ve made in conversion this year {up 23 per
cent) by improving site speed and simplifying
our customer journey

In October, we announced a reorganisation in
the UK business to create a Chief of UK Retail
and Money role. filled by our Chief Financial
Services Officer. Anth Mooney. This structure
aims to reinvigorate Thomas Cook's UK retail
estate and strengthen its offer of travel-
focused financial services products
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These hotels, combined with the
reliability and service of our airline
and our teams in destination, make
up our holiday offer - one where
we aim to differentiate ourselves
from the competition, improve
loyalty and attract new customers
through recommendation.

Our strategy is to streamline our business
around a core portfolio of 3150 hotels where
we can have a greater influence over the
customer experience. This approach also
allows us to develop deeper relationships
with hoteliers to better leverage our scale
and improve the returns we generate for
the business, while enabling a simpler,

more efficient IT and systems landscape

OUR PROGRESS
IN 2018

We continued to reduce the number of
directly contracted hotels in our core
portfolio. with the aim of driving higher
volumes of quests into fewer hotels where
we have greater influence on the customer
experience and the commercial relationship
with the hotelier.

----- OUR HOLIDAY PERFORMANCE

-2.0%

Differentiated holidays
gens prefit

2018

OUR

HOLIDAYS

Naturally, our holidays are the primary focus of all that we do at Thomas Cook.
Atthe heart of our offering, we want to create a portfolio of trusted, high-quality
hotels which provide excellent value for money.

In addition, we continue to automate our
‘complementary’ hotel business, which offers
customers a wider range of hotel options
outside of our core portfolio, primarily via
our agreements with Expedia and Webjet

As a result of this work, we removed a
further 900 direct hotel contracts in 2018,
helping to free up resource for our people

to focus on where we can make the biggest
difference to customers, whilst still providing
our customers with choice and being relevant
to them all year round in spite of our sun and
beach focus

The concentration of hotels in our core
portfolio means that now 80 per cent of
revenue from our differentiated hotels
is generated from our top 1,000 hotels
by volume. This means we have greater
allocations and greater influence on the
hotel experience.

We also continue to share more hotels
across our source markets, increasing this
to 43 per cent, compared with just seven
per cent four years ago

In destination, we have made good progress
consolidating our source market operations
to improve the consistency and quality

of the care we provide our customers

Our Nordic in-Destination Management team
is now fully integrated with the teams for
Continental Europe and the UK under one
management team
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OUR FOCUS FOR 2019

We will continue to consolidate the number
of direct hotel contracts we hold as we
benefit from the increased choice which our
partnerships with Sunhotels and Expedia
bring. allowing us further to automate our
‘complementary’ holidays

We will continue our move to in-source our
on-the-ground agents that arrange our
customers personalised holiday experience
in the Caribbean, and setting up a joint
venture destination management company
in Thailand with Asian Trails By owning or
controlling our in-destination agents, we can
improve the quality and consistency of our
operations, and improve compliance to make
sure everything we offer meets the quality
and assurance standards that our customers
expect from Thomas Cook

As we continue to manage our hotel portfolio
and remove hotels that do no meet our
standards we expect our accommodation
NPS to improve

-1.4%

Own brand holidays
gross profit
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CASE STUDY

INMOMENT

CHRISTIAN LANG
GROUPHEAD OF
CRM & CUSTOMER &
MARKET INSIGHT

This year we took a big leap forward in our ability to
analyse and act on customer feedback through the
introduction of InMoment. our Group-wide customer
feedback management tool Built specifically for
Thomas Cook. it compiles the extensive data from

all of the customer surveys we conduct across our
markets at various points of our holidays - from post-
booking to the return home - and presentsitina
way that helps the business take the right action

to improve our helidays for customers.

Critically. the tool identifies the aspects of our
customers’ holidays that have the biggest impact

on overall satisfaction - be that the hotel restaurants.
the flight or the quality of the rep service we provide.
Anyone at Thomas Cook can use the tool to check, in
real-time. our performance and it's already proving its
worth for more than 1,300 people in a wide range of
teams for its actionable insights at an operational level

Strategic report

Our hotel quality managers base detailed quality
improvement plans around the data; our reps and
destination managers can adapt their approach to
customer interaction within hours of receiving feedback:
and our customer experience teams in our source
markets analyse it on a strategic level to identify

focus areas to make the biggest improvements.

Crucially. our community of own-brand hoteliers also use
the tool to carry out their own root-cause analysis and
make sure their hotels reflect Thomas Cook’s customer
ethos in all that they do

This year. accommodation NPS improved by two

points. building on last year's increase of 0.3 points
Next year we'll continue to improve the way we work
for customers, as more and more colleagues use the
system in their everyday roles, and we continue to get
better at capturing our customers' views. We also want
to increase the number of hoteliers who can access
InMoment's insight. so that more customers who take
a Thomas Cook holiday benefit from the way weve put
customer feedback at the heart of our business.
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'OWN-BRAND
'HOTELS

Own-brand hotels are the cornerstone of our holiday strategy. By offering our
customers an experience that is unique to Thomas Cook, we can achieve higher
margins and deliver better customer satisfaction.

We aim to grow and improve our
portfolio of own-brand hotels.

By offering distinctive brands tailored
to the diverse needs and tastes of
holidaymakers across our source
markets we know we can attract more
of our existing customers to choose
our hotels, and attract new customers
to Thomas Cook.

Our Hotels and Resorts division now operates
as a hotel company within Thomas Cook
Group, focused around hotel management.
franchising. and sales and distribution
Through our hotel fund. established this year
in partnership with LMEY. we are growing a
portfolio of owned and managed hotels to
deliver better returns for the Group

OUR PROGRESS
IN 2018

We have continued to expand and strengthen
our Hotels and Resorts division so that we
now have almost 40.000 rooms on sale in

47 destinations across our eight hotel brands
This makes us one of the largest sun and
beach hotel operators in Europe

This year we have increased the sales of
holidays to own-brand hotels by 145 per cent
achieving growth from across all segments,
notably the UK where we have grown sales
by 20 per cent

€40m

Funding secured

We continue to grow our portfolio of hotels,
while rigorously managing quality. We opened
11 hotels for summer 2018 including our first
Cook’s Club, in Crete. We now have 20 hotels
due to open by the end of 2019, including up
to 10 new Cook's Clubs. We will also remove
nine hotels which did not meet the quality
expectations we set

Strategically. the biggest step forward has
been establishing and growing our hotel
fund. Thomas Cook Hotel Investments, which
we announced in September 2017 The fund. a
joint venture with Swiss-based hotel property
development company LMEY Investments,
now has five properties on Rhodes, Crete.
mainland Spain and a development property
in Ibiza to open in summer 2019 The properties
will be managed and operated by our Hotels
and Resorts division

The fund has subsequently signed purchase
options on two hotels in Mallorca and is

in ongoing discussions for a number of
additional properties.

We have recently agreed our first tranche

of debt funding of €40 million, which will
allow us to grow the fund and accelerate
the growth of managed own-brand hotels
generating greater returns for the business
The fund will continue to pursue additional
sources of funding to drive additional growth

12

Own-brand hotets
opened this summer
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OUR FOCUS FOR 2019

Rolling out up to 10 new Cook’s Clubs within
our portfolio is a key priority, as we develop
at scale our new concept after a very
positive first summer in 2018 We also have
two new Casa Cook properties due to open.
including a 189-room fund-owned hotel in
Ibiza In all. we will open at least 20 new
properties next year

Many of the changes we made in the
organisational setup of Hotels and

Resorts will bear fruit next year. including

a strengthened sales team to make sure

we are maximising all opportunities for
distribution. including our tour operators,
non-competitive third-party tour operators
direct sales or through our Expedia agreement

We intend to put a greater focus on bringing
managed properties into our portfolio,
where we can better control the customer
experience and significantly improve the
returns for the business from each hotel in
the portfolio

We anticipate at least five property
acquisitions via our hotel fund. Thomas Cook
Hotel Investments, as we secure further
funding for hotel developments across our
key destinations

+14.5%

Sales of ho{idays to
Own-brand Hotels
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CASE STUDY

COOK’S CLUB

REMO MASALA
CREATIVE DIRECTOR,
HOTELS AND RESORTS

In 2016 we launched Casa Cook to fill a niche in the travel
Industry and broaden our appeal among peaple who

may not have thought a package holiday was for them.

The success of our first two hotels shows we achieved our
aim. but the challenge we faced was turning Casa Cook's
eclectic. boutique style into a hotel brand we could roll out
at scale at a price point to attract a wider audience

To meet that aim we launched a new hotel brand - Cook's
Club - that would share the same design-led ethos as the
Casa Cook brand, but focus only on the things that matter
to a new generation of traveller.

The first hotel was to open in June in Hersonissos. Crete
where we could transform an existing traditional beachside
holiday resort hotel,

Strategic report

We wanted Cook's Club to be simple by design. reflecting
the way accommodation and dining out across our major
cities has been transformed with a more casual experience
while maintaining quality.

The 148-room hotel had a great first summer season with
occupancy levels at more than 93 per cent and the average
daily room rate was up 40 per cent on the previous year
The new brand also enabled us to reach an entirely new
audience. Almost 75 per cent of customers this year were
new to Thomas Cook.

Our plans to scale our Coek’s Club brand are well on track,
Next summer will open up to ten new Cook's Club hotels
in some of our most popular destinations, including Spain.
Turkey. Italy. Eqypt and Greece. In total we'll have more
than 1,500 rooms available in Cook’s Club hotels,

A small number are refurbishments of existing own-
brand hotéls but the majority are new to Thomas Cook.
representing good progress in our aim to grow our
portfolio of own brand hotels.

Replicating the style of our first Cook's Club across ten
hotels next summer to build a consistent brand that
has mass appeal to a new generation of travellers is no
small task. But there's no question of the scale of the
opportunity it presents.
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OUR
AIRLINE

Our strategy for the Airline is to profitably grow as a leading
European leisure airline with areliable, customer-focused service
that takes advantage of its relationship with our holiday business

while actively developing its own distribution channels.

We continuously review our cost
structure to compete in a tough market,
as well as aiming to improve the
reliability and operational performance
of our pan-European fleet to create a
compelling customer proposition to short
haul and long haul leisure destinations.

OUR PROGRESS
IN 2018

2018 has been a strong year of growth in
the Airline, despite the disruption across
European aviation. We very deliberately
positioned the business to take advantage
of the growth available following the high-
profile exit of competitors in Germany and
the UK

Strategically we have made further good
progress to build a single airline that benefits
from its relationship with the Group Tour
Operator while taking advantage of the
opportunities of its own distribution channels
which contributes 55 per cent of revenue

We effectively added a new airline to our
Group in the Balearics. giving us greater
operational flexibility at a very competitive
cost base, see case study We also added
another Air Operating Certificate in Germany.
acquired from Air Berlin in January to
facilitate further growth for Condor

+0.2%

2017 £147 4 per seat

These two new AOCs allowed our Group
Airline to profitably grow capacity by 10
per cent this summer, gain market share in
Germany and UK, and expand the number
of routes it flies by more than 70

At the same time as growing our capacity
and top-line, we continued our efficiency
programme. removing a further £31 million
in cost through further synergy potentials
and savings across the Group Airlines
including the launch of these two operating
airline platforms

We further developed our strategic
partnership with the Canadian airline Air
Transat From Winter 2018/19. 10 short haul
aircraft from our fleet will operate for the
winter season in Canada, in exchange for
four long haul aircraft. This will help us to
better balance the inverse seasonal nature
of our businesses

At the same time, we increased the number
of interline agreements we have with other
airlines to offer customers connecting flights
either before or after a Thomas Cook flight
These include Air Europa in Spain, Loganair

in Scotland and Alaska Airways and JetBlue
in North America

Our pre-order on-board duty free offer
Airshoppen has delivered good results
this year as we seek to become a leading
European inflight retailer

+0.5%

Load factor
2017-897%
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We grew by more than 75 per cent in the UK,
and maintained our high conversion rates in
our Nordic companies We also signed our
first agreement to provide our Airshoppen
service to a third-party airline

PRIORITIES FOR 2019

Next year, our priority will be operational
stability After a year of strong growthin a
disrupted European airline market. we are
focusing on our operations to create the
best travel experience with minimal delays,
a true customer-focused service and a
great product

We will achieve through a number of
measures, including moving to an all-Airbus
fleet in the UK and operating our Boeing
aircraft in Germany. as well as increasing the
number of aircraft we retain as operational
reserve, in order to better manage disruption

We will continue to expand the number of
interline agreements we have with partner
airlines to increase the breadth of our offer
to customers

We will also seek to grow sales internationally.
as we take advantage of the opportunity

we have in our destination markets, and via
partner airlines, to attract more international
customers to Thomas Cook Group Airline

+Sppts

Group Airline own distribution

2017 50%

30



CASE STUDY

THOMAS COOK AIRLINES
BALEARICS

PAUL HUTCHINGS
GROUP DIRECTOR OF
AIRCRAFT OPERATIONS

Over the last five years we've been transforming our
airline from four national airlines into one Group Airline
with shared management, operations and infrastructure.

To get the best of our pan-European airline, we wanted
to increase its flexibility and give ourselves the ability
to move aircraft and capacity between our three main
source markets in Germany, the UK and Scandinavia,

To'help achieve this, we took a decision last year to

launch a brand new airline within the Group Airline
structure, based in Majorca, called Thomas Cook Airlines
Balearics. By moving a number of our aircraft into this
new unit, we could deploy them to our source market
arlines based on seasonal and operational requirements
and reduce our reliance on partner airlines during the high
season. It also means we'd be able to scale up in peak
season to best serve our customers whilst retaining strong
control of our product and quality. We chose Palma as the
base for the new alrline because of its central location
among our destination and source markets, the existing
infrastructure we have on Majorca and the competitive
cost position from which to build.

Our plan is to grow our fleet in our Balearics operating unit
As We grow. we can at the same time, further support our
agreement with Canadian airline Air Transat to exchange
aircraft. taking advantage of the different seasonality of the
leisure market in each country, means we can manage our
fleet even more efficiently

After seven months of preparatory work. and in record
time the new Balearics airline was awarded its Alr
Operators’ Certificate on 20th March 2018 and its first
commercial flight took off from Hannover to Palma de
Mallorca on 24 March 2018. We operated more than 1,900
flights in the summer to support our German airline Condor
with over 100 new colleagues. This winter three aircraft will
operate again in Germany and three will operate in the UK
allowing aireraft to be released for our partnership with

Air Transat in Canada. Next summer we'll base six aircraft
in Germany to support the Condor operation

This new airline marks further progress in our ambition
ofitably grow our airline, with the right cost structure;
pean leisure carrier which

i
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SERVICES

Our ability to personalise our holidays and flights is a key
differentiator of our business. By offering our customers a ‘pick
and mix’ approach to the holidays and flights we sell, we can
give customers a more bespoke experience, generating higher
customer satisfaction and better returns for the business -
while attracting more customers to package travel.

Within this services strategy sits our
financial services division, Thomas Cook
Money. By combining our heritage of
travel money and the trust in our brand
with innovative products that make it
easier for our customers to plan, save,
borrow and spend their holiday money,
we have a sizeable growth opportunity
for the Group.

OUR PROGRESS
IN 2018

This year we continued to increase revenue
per passenger from sales of additional
holiday services. while also introducing new
innovative products which demonstrate the
benefit of travelling with a full-service holiday
company like Thomas Cook

We achieved this primarily through
improvements in the way customers are able
to purchase these so-called ancillary services
online, particularly in the UK By bringing
more products online and improving our pre-
departure customer communication, we've
generated four per cent more revenue across
the Group

In the course of 2018, we rolled out two
innovative products which captured the
imagination of our customers across the
Group - Choose your Room and Choose Your
Favourite Sunbed

Both of these are showing good results
as customers recognise these hassle-free
add-ons as a means of improving their
holiday experience

We began to implement a yield pricing
strategy on some of our holiday services.
which means prices for airline seats and

late check-out fluctuate according to demand
This allows customers to take advantage
where there is reduced demand. and for

us to improve sales across the year.

We made good progress in 2018 with our
financial services division; Thomas Cook
Money. launching two new products in the UK
that combined the heritage and trust in the
Thomas Cook brand with the latest technology
A new pre-paid travel card called Lyk replaced
Thomas Cook's existing cash passport offering
lower fees and more benefits for customers

In the travel insurance space. we launched
Roam, a simpler way to buy and personalise
the insurance for your holidays

These products were created for the digital
world but are also being implemented in
our retail network to maximise our offering
to our high-street customers, as they are
compelling propositions for our travel agents
to sell The division has also grown its
business-to-business partnerships including
InterMundial and Revolut for travel insurance
In total there are more than three million
customers who use Thomas Cook for holiday
money or travel insurance

+£0.63

Ancillary guoss prefit per customer
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OUR PRIORITIES
FOR 2019

We plan to launch Express check-in. which
will allow customers to by-pass reception
check-in when they arrive in destination

We will roll out our yield pricing across more
of our holiday services throughout the year

In the same way, we want to introduce
HotelShop. which will allow us to offer more
personalised services together with partner
hotels. like espresso machines or champagne
on arrival This will generate more income for
both Thomas Cook and hoteliers while giving
customers more opportunity to personalise
their hotel stay

We have made changes to the management
of our UK retail network which will
strengthen the relationship between this
important distribution channel and Thomas
Cook Money. allowing us to reinvigorate
sales of financial services products to the
large customer base that regularly use our
network of UK travel agents
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CASE STUDY

CHOOSE
YOUR ROOM

CHRISTIAN FUNK
GROUP COMMERCIAL
DIRECTOR

The package holiday of today is very different to what it
used to be. Gone are the days of one-size-fits-all package
holidays as customers now - rightly - expect choice in all

aspects of their holiday | WL : |

| | 'lllllllllll
Adapting to meeting travellers increasingly sophisticated i o o [
needs is essential to attracting mare customers to holiday h 5 ]

with us. In the 2018 Holiday Report. almost 70 per cent of
customers told us they want to personalise their hotel stay

We know that the location of a hotel room within the
building can have a big impact on what kind of heliday our
customers have. For some, this means close to the gym for
a convenient morning workout, for others, a couple of steps
from room to pool makes for the best stay while many want
to be tucked away in a quiet corner to enjoy the tranquility
of a mountain view.

Strategic report

To address this clear customer need. last year we launched
our new Chaose Your Room’ service, allowing customers to
select specific hotel rooms before they leave for their trip
based on their personal preferences, for €30 a booking

We initially rolled this out to 50 hotels and in summer 2018
we extended it to 270 hotels. including 140 of our own-brand
hotels. The service is available to customers via an email
Invitation before their stay in'a participating hotel to choose

. a specific room, Customers are directed to a digital booking
journiey that displays the hotel maps and floor plans so they
can decide which room suits them bast.

The uptake we've seen this year has shown how popular
the concept is. Around 20 per cent of customers who
receive the offer have chosen their room. and weve taken
more than 15000 bookings.

We know our customers see the Choose Your Room service
as a key differentiator that sets Thomas Cook apart as a
holiday company, giving them a degree of personalisation
many would not expect from a package holiday.

By innovating with services like Choose Your Room which
combine the choice and flexibility of independent travel
with the peace of mind and expertise of our tour operating
heritage. we can give more holidaymakers a reason to
travel with Thomas Cook
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PROGRESS
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STRATEGY  PARTNERSHIPS

Our strategy to focus our business where we can make the
biggest difference to customers is supported by a series
of partnerships which help us to maintain a broad offer
to customers at the lowest possible cost.

This partnership approach also allows us
to tap into new opportunities for growth
by leveraging our brand strength and
expertise in travel.

OUR PROGRESS
IN 2018

Our joint venture partnership with Fosun in
China has had a strong year, both in trading
terms and in building the foundations from

which it can grow to become comparable in
size to our other key source markets

We built on our partnership with Alibaba,
the world's largest online marketplace. to
increase the number of holidays we sell on
its travel division Fliggy by over ten times
year-on-year. helping us to further leverage
Alibaba's large customer base of more than
600 million active users in China

At the same time we are building out

our own digital distribution platform to
help us grow our direct customer base

The partnership we have at a Group level
with Sunhotels is now integrated with our
Chinese platform. along with a number of
other bed banks, creating a fully automated
and scalable customer offer.

We have also signed two agreements with
developers to launch our first own-brand
hotels in China taking advantage of the fast-
growing Chinese domestic tourism market
These include 200+ room Sunwing family
resorts in Jaishan and Henhyang.

In July we faunched our new city-break and
hotel-only offering in the UK and Nordic
markets, as part of our strategic alliance
with Expedia Group, and we have since
rolled it out to Belgium, the Netherlands
and France The new areas on our website,
powered by Expedia technology. have made
a strong start, with conversion improving
by three times Together with our strategic
hotel sourcing partnership with Webjet, this
has led to a 58 per cent increase in overall
bed bank bookings as we complete the
outsourcing of our ‘complementary’ holidays

As we increasingly focus our business on
our core sun and beach holiday offering
where we can make the biggest difference
for customers, and earn higher returns, we
have also been able to create efficiency
savings in other areas of our business

At the same time. our partnerships enable
us to offer a much greater choice of hotels
to our customers
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OUR PRIORITIES
FOR 2019

In China, we will continue to focus on our
own digital channels to increase direct
distribution This includes improving our
mobile platform and developing the potential
of China's largest social media platform
WeChat as a distribution channel for our
holidays We will also look to sign more
own-brand hotel management agreements
as we take advantage of the potential in
domestic tourism

Next year we will continue to roll out our
Expedia alliance across all of our markets
within the scope of the agreement We will
also begin to take advantage of Expedia's
distribution channels to sell our own hotel
product where it supparts our tour operators
trading position
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CASE STUDY

EXPEDIA PARTNERSHIP

JOSHUA AVALO
HEAD OF PROGRAMME
MANAGEMENT,
DIGITALGROWTH

In 2016 we signed a ground breaking strategic alliance
with Expedia to transform the way we produce and sell
the hotels which sit outside of our core portfolio.

We launched the service to customers in August 2018
in the UK and Nordics. and we have since rolled it out
to Belgium. the Netherlands and France. Powered by
Expedia. the city-break and hotel-only sections of
these wehsites - as well as in our retail network - now
provide a range of city and domestic hotels to give our
customers a wider choice of short breaks or secondary
holidays. We only offer hotels which have met our
health and safety standards. and customers still receive
Thomas Cook’s dedicated 24-hour Connected Service
customer support.

We have seen a strong start to bookings. Since its
latineh in August. conversion rates are three times
better and we have seen double and treble digit growth
in bookings in some markets compared with our former
city-break and hotel-only offer

It's allowed us to remove significant cost from our
operations as we reduce the number of hotels we
directly contract. and we are well on track to hit the
targeted savings for the year As an additional benefit,
our agreement also allows us to distribute our own
hatel product via Expedia. Launching first in the UK, this
additional distribution channel will improve the flexibility
and scale benefits of our tour operator while reducing
operational risk in the allocations that we secure

with hoteliers

MATRRLESE! O RSV

Together with our agreement with Webjet, which
provides a range of sun and beach hotels to complement
our core portfolio, the Expedia alliance has allowed

us to automate our complementary hotel business
and reduce the number of direct contracts we hold.
This means we can simplify our systems and technology
landscape and focus on where we can make the biggest
difference all, while increasing the choice for customers

Strategic report



UNDERLYING EBIT AND OPERATING
PROFIT (EM) AND MARGIN (%)

- EBT

_ Mmiarngin

2013 2014

Definition

Underlying EBIT and Operating Profit provide measures
of the Group's profitability pre and post operating
exceptional items respectively The margin metrics are
these measures as a proportion of sales We target
improvement in these metrics across all our businesses

2018 performance

Group underlying EBIT of £250 million and underlying EBIT
margin of 26% is lower than prior year by £58 million
Following a strong start to the year with growth in the
first 6 months the prolonged summer heatwave and
airline disruptions resulted in a significant decline in
performance in the second half resulting in a reduction in
all profitability metrics

Notes:
(Il Historic figures have been represented on a like-for-like basis
{n) FY17 figures have been restated See Note 33 for details

BASIC EPS AND UNDERLYING EPS

Basic EPS

Definition

Basic earnings per share {EPS) represents profit for the
year attributabie to equity Shareholders This metric
provides a measure of Shareholder return that is
comparable over time Underlying EPS is defined as
earnings before separately disclosed items after a
notional tax charge attributable to equity shareholders
We are targeting a positive and improving EPS

2018 performance

Underlying EPS has reduced by 9 4p and Basic EPS
has decreased by (11 3lp since FY17 due to a reduction
in profitability

Note:

{ii FY17 figures have been restated See Note 33 for detalls
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FINANCIALKPIS - - oo

UNLEVERED FREE
CASH FLOW

305
285

Definition

Unlevered free cash flow is cash generated from
operating activities less exceptional items and
capital expenditure

2018 performance

Unlevered free cash flow is £303 million lower than last
year due to lower EBITDA, accelerated transformational
activity and a working capital outflow due to weak
summer trading activity and the knock-on impact this
had an early bookings for the first half of FYI9

NET DEBT £M

40

(128}

(129}

Definition
Net debt is a measure of the Group's gross debt net
of cash and cash equivalents

2018 performance

Net debt has increased by £349 million After adjusting
for currency translation and extension to finance
leases net debt increased by £208 million due to

the above mentioned reduction in unlevered free

cash flow in conjunction with interest expenses and
dividend payments
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------- NON-FINANCIALKPIS -------

EMPLOYEE SATISFACTION SCORE:
CORE AND COMMITMENT-INDEX

Commetment-index

Definition

Employee engagement is measured through our annual
Survey Every Voice We focus on the measurement

of two main indexes being our ‘Core-index and
commitment-index Our target is to at least maintain
our high core-index score and increase our commitment
index score

2018 performance

Our Core-index remains strong and we are encouraged
to see growth in the commitment-index Both metrics
are pleasing especially given the challenges and market
conditions that many of our teams have faced this year.

The results tell us that the strategy and direction of the
Company is still supported throughout the organisation

*The basis for calculation on the commitment-index has changed
since last year and therefore comparatively the prior years
figure has been updated to 69 fram 68
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