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Families driving new products
for First Choice

First Choice undertook research that showed how important swimming pools are to
children with over 92% stating that they swam at least once a day on holiday. So in 2009,
First Choice launched Splash — a clear guide to holidays and hotels with the best water
facilities for families. It's been a huge success with hotels such as Aqualand, AquaFantasy
and Jungle Aqua now the best sold for First Choice in each destination.

First Choice has also made sure that it is genuinely listening to customers of all ages by
creating its first Kids ‘Cool Pool’ Board of Directors this year. The panel, made up of seven
children from around the UK, came together for the first time at the company’s head office

in Luton earlier this year. The advice provided by the kids was incorporated into a First Choice
Splash Resort specification checklist, which all potential Splash hotels will be judged against.
There's also the possibility of their ideas being incorporated into the design plans at one of
First Choice's future family resorts.

Thirteen Splash properties are being introduced for 2010 and bookings for next year have
outperformed all expectations. First Choice will ook to extend Splash into longhaul destinations.

First Choice Holiday Villages are a concept developed from customer feedback and
incorporate everything families say would make their ideal break. This includes lots of
choice, space, entertainment and activities combined with great quality accommodation.
Families can enjoy top-of-the-range facilities, from action-packed adventure playgrounds
and waterparks through to innovative entertainment like drama courses, DJ or circus skills
and soccer schools. There are also dedicated adult-only bars and pools.

Advance bookings for the whole programme for Holiday Villages in 2010 are 200% ahead
of this time last year. In summer 2010, First Choice will open its first 5 Sun Holiday Village
in Rhodes. The all-inclusive resort will feature all of the fantastic family facilities which have
made Holiday Villages so popular, but in more luxurious surroundings including swim up
rooms an deluxe bedrooms.
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Demand for quality & experiences
driving new products for Thomson

The ability to adapt to changes in consumer behaviour is one of Thomson'’s key strengths,
especially when it comes to customers' ever evolving needs and expectations. As travellers
have become more sophisticated, so Thomson launched Sensatori in 2008. Featuring five-star
accommodation and style at four-star prices, swim-up rooms, stylish design and gourmet
food.Sensatori is a further example of Thomson's ongoing strategy of providing differentiated
products that offer quality, value-for-money holiday experiences.

The Sensatori concept is the flagship of Thomson's Premier collection, and features state of
the art hotels and resorts that specialise in offering a deluxe holiday experience. Combined
with signature elements that include fine dining, service, activities, high-end entertainment
and dedicated areas for families and couples, the concept has proved hugely successful,
with customer satisfaction ratings at 90% or more.

Launched in Crete in 2008 and followed by Mexico in 2009, the number of Sensatori
Resorts will increase further in 2010 with a new hotel in Tenerife — the 5 star Sensatori
Resort, Tenerife (currently the Gran Melia Palacio de Isora).

Tours and Twins new for 2010

Thomson has identified a growing demand for flexible multi-centre stays as demand grows
for long haul holidays beyond the beaches. The survey of the general public found that 43%
of people are attracted to holidays where they can visit various destinations and experience
different cultures. However, one third of those surveyed felt it would be difficult to book

a 'twin centre’ through tour operators because it's not what people expect from a normal
package holiday. Thomson is all set to exceed those expectations by responding to consumer
interest in multi-centre holidays. The company will be enhancing its long haul “tours and
twins” programme for winter 2010 by increasing the duration flexibility of charter flights to
compete with scheduled and independent tailor-made holidays.




Thomson Cruises, the second largest British cruise line, has a reputation of being a reliable
and trusted brand offering great value cruising. Operating five ships to over 130 ports of
call, the company takes 200,000 passengers away every year. Island Cruises, which operates
one ship, incorporates a more casual style of cruising. Over the past few years, various
initiatives have been introduced to both cruise offerings to enhance and modernise the
experience, with several more set to be introduced over the coming months...

Less time wasted — Research tells us that Brits value port time above sea time, so
Thomson Cruises and Island Cruises are re-focusing all their energies on the fly-cruise
model. They now offer flights from more than 20 UK airports, so passengers don't have
to waste time travelling to a major airport.

Honest pricing — In the current economic climate, customers value honest, transparent
prices with no hidden extras. With Thomson and Island there are no grey areas or hidden
charges — tips are included in the price, unlike some cruise companies that add up to an
18% service charge, with tips on top.

Go As You Please — Time sharers and people renting privately-owned overseas homes

are increasingly combining Thomson flights and cruises with a week in their own
accommodation to make a 14-night holiday. To cater to this new market, Thomson Destiny’s
departure day from Palma has been changed from Thursday to Saturday to fit rental
accommodation changeover day.

Adults-only cruises — These are scheduled for June and September next year on Thomson
Dream and are already proving to be a runaway success, so Thomson Cruises plans to add
more for winter 2010/11.

Cruising with like-minded people — Ships are focused solely on the UK and Irish market.
and, as such, Thomson Cruises and Island Cruises offering can be totally tailored to meet
the needs of cruisers. Furthermore, prices onboard are in sterling, making it easier for
customers to budget and ensuring the ship continues to offer great value for money.

Explore on your own — The budget-conscious and the travel-savvy want to explore ports
by themselves, so Thomson Cruises is developing a series of podcasts for major ports.
The podcast — and accompanying map — will let customers explore ashore on their own,
at their own pace.

Dancing — With Strictly Come Dancing ever popular, Thomson Cruises introduced Darren
and Lilia's ‘Get Up & Dance’, an onboard competition which saw guests compete on the
dance floor for a host of prizes including a free holiday. One outcome was the number of
participants that wanted to help those less experienced than themselves by teaching them
a few dance moves. Accordingly, for 2010, Thomson Cruises will offer generous incentives
to those customers acting as ‘Dance Hosts' and willing to pass on their skills to others.

Attracting more first timers — With Ocean Village withdrawing from the cruise market,

it's left to Thomson Cruises and Island Cruises to lead the march to attract more ‘first-
time cruisers'. A new programme of ‘test drives' is being launched in ports that double as
beach resorts, such as Palma in Majorca. Customers staying in those resorts now have the
opportunity to discover Thomson Cruises on a tour that includes free lunch and a show.

Sharing the experience — Thomson Cruises ships will feature an onboard gallery for the
best photos taken by cruise customers. Pictures will also be displayed online for search
and review. At this time, internet access on board Cruise Ships is a payable service.
However, Thomson Cruises will offer free internet access from next year for customers
blogging onboard so that those set to travel can read about real time, real life experiences
before they go.



Green Goes Mainstream ¥

Research undertaken by Themson and First Choice has revealed that'the environment ity T ~ In this current economic climate, cost is a major consideration for customers. Value-for
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people think customers themselves should also take'responsibility:
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General Thomson/First Choice
Public Customers

Yes a little 41% 39.6%
Yes a lot 21.28% 18.13%
Neither more or less likely 37.89% 42%

Source: eDigitalResearch and TUI online research

General Thomson/First Choice
Public Customers

Very important 9% 32%
Quite important 7% 41%
Somewhat important 38% 23%
Not very/not important 46% 4%

Source: eDigitalResearch and TUI online research

Demonstrating its continuing commitment to sustainable tourism, TUl Travel PLC (TUI
Travel UK's parent company) has in place approximately 23 full-time equivalent employees
with a focus on sustainability issues. This includes the newly formed role of Environment
Manager for Thomson Airways, which it invested in at a time when most organisations were
feeling the pinch of the recession. This role will place environmental issues at the forefront
of all airline activities, ensuring colleagues know how to play their part and making sure that
the fleet continues to operate in an environmentally responsible manner.

Green innovation — In spring 2009, First Choice launched
the first dedicated Greener Holidays brochure produced
by a mainstream travel company. The downloadable
brochure features hotels from across the world that
have received a Travelife award for their commitment to
the environment, employees and local communities. It's
also packed with tips on sustainable activities and what
travellers can do to make a difference both before and
during their holiday. On 3 September 2009 First Choice
is launching the second edition of its brochure.
firstchoice.co.uk/greener-holidays
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The credit crunch means Britons are fed up being fed up and are already planning next
year's annual break despite the gloomy economic outlook.

An overwhelming 80% of survey respondents said they were planning a 2010 holiday,

with only 4% saying they were not looking to travel next year. Equally optimistic was the
finding that only 11% are planning to spend less on their travels than they did this year,
while nearly 55% were hoping to spend the same and an encouraging 24% were counting
on spending more. This may be a sign that, despite the recession, some people on variable
rate mortgages have seen their disposable monthly income rise.

This year Next year
Plan on spending more 18.19% 23.65%
Plan on spending the same 49.28% 54.61%
Plan on spending less 27.36% 11.30%
Don't know 3.3% 10.43%
Source: eDigitalResearch
YOY
This year Next year difference
No the recession will not make me change
my travel plans 78% 79% +1%
Yes the recession will change our travel plans 15% 16% - 1%

YOY

This year Next year difference
I'll holiday in Britain rather than abroad 42% (T%)* 31% 5%)*  -11%
I'll book closer to departure to get a
better deal 17% (3%)* 29% (5%)*  +12%
Going somewhere to get more for my
money e.g. outside the Euro Zone 16% (3%)* 35% (6%)* +19%
Book an all-inclusive so | can budget 11% (2%)* 17% (3%)* +6%
Consider a package holiday to get the
best deal 9% (1%)* 20% (3%)* +11%
Consider a package holiday for extra security
in case an airline collapses 6% (1%)* 13% (2%)* +7%
Decided not to take a holiday 7% (1%)* 4% (1%)* -3%

Source: eDigitalResearch

* Percentage of overall respondents

It takes a lot to put the British off their annual holiday, and, despite the country having
been in the grip of a recession since last autumn, an overwhelming 78% said this had not
led them to change their travel plans this year, while 79% said it would not affect their
2010 plans.

In total, 6% of respondents said they were holidaying in the UK this year rather than
abroad because of the credit crunch. However, the survey was conducted in July, which had
generally dismal weather. This may be the reason that when asked about their 2010 plans,
only 5% said they were planning a UK break.

Travellers may also be looking at a different length of holiday rather than trading down
their expectations. Thomson and First Choice now offer a much wider range of ten and
eleven night holidays to offer more flexibility and choice.



The research underlines how important the annual holiday is to families. Despite the
recession, 35% of the general public sample of adults with children said they would

be taking a break this year, but the figure dropped to 26.5% of those without children,
showing that holidays are more of a discretionary purchase in tough economic times fos
those without a family.

The survey also illustrated the influencing factors families have in comparison to those
adults travelling without children. Nearly 15% more adults without children say they will
leave booking a holiday nearer departure to get better value for money

when compared with adults with kids, who would rather hook early to

ensure they get the holiday they want at the time they want, such as

during school holidays.

The survey also found a noticeable difference in the way
that adults research their holidays once they have children. On average-45j; ofrraveliers e

use newspaper features to research their holidays — but this is higher for peop]e without
children (49%) compared to families (37%). Adults with children were slightly More likely
to use brochures and slightly less likely to subscribe to,travel companies’ news feeds.

The report also shows how the weather plays a part in the booking process, with nearly
10% more adults with children saying they would go abroad if it is wet at home when
compared to adults without children.

This year, only 16% of travellers questioned said they were opting to holiday outside.the s

Euro Zone to get better value, but in 2010 the proportion of those planning to head for
destinatiens like Egypt,and Turkey rises to 34%. However, contrary to public
perceptions, holidﬁ in the Euro Zone don't have to be expensive. Tour

operators ne‘gotlate season contracts with hoteliers up to 2 years-in

advance. This means that holiday prices are less likely to be impacted

by currency fluctuations and companies such as Thomson

and First Choice can continue to offer excellent value for money.

Not only that, but on arrival, many Brits are discovering that Europe‘*
is not as expensive as they thought it would be and are beneﬁtlng
from an infrastructure that is well-used to the needs of the BrItISh markq€

Thomson Cruises and Island Cruises’ early sales for next surmet show -
that the East, outside the Euro Zone, is the new cruising hotspot. 3
For 2010 there are more new destinations to explore like
Montenegro and Slovenia, plus the value of Turkey as a cruise and
stay destination is proving a huge draw. Thomson Cruises is the UK's
second largest cruise company, and is set to launch a new ship,
Thomson Dream (previously Costa Europa), in 2010. The cruise line
has been voted the number one cruise liner in several categories

by cruising enthusiasts on the cruisecritic.co.uk website.

All-inclusive value-hunters

The proportion of people saying they would consider booking an all-inclusive deal jumps
from 10% to 16% for next year.

All-inclusive holidays have grown by 32%* in the last five years as customers grow ever
more attracted by the great value for money, convenience and extensive facilities they
offer. Thomson and First Choice anticipate that this year and next will see all-inclusive
become even more popular, and many hotels have changed their board basis to satisfy
customer demand.

The credit crunch and fluctuating exchange rates have accelerated the trend, as consumers
— and especially budget-conscious families — look for certainty about their spending.
All-inclusive holidaymakers continue to see the benefits of paying all costs in pounds in
advance, where flights, transfers, accommodation and meals are taken care of, rather than
leave themselves open to the whims of the market and financial uncertainty, such as hefty
credit card bills on their return.

Thomson Cruises and Island Cruises offer early bookers an all-inclusive drinks package
that makes cruises better value than ever.

*As stated in ‘All Inclusive Holidays' report, Mintel, April 2009.

Customer protection increases
In Importance

The collapse of airlines and tour operators during the credit crunch means travellers are
also becoming savvier about consumer protection. Of those people who said the recession
had changed their holiday plans, 6% said they had or would consider booking a package
holiday, which offers extra security in the event of an airline collapse. But this figure more
than doubles to 13.5% when asked about their 2010 plans.

Bargain hunters to trade up

As hotel rates come down, so British travellers’ aspirations go up and a large proportion

of them (46%) said they would use the recession to book five star hotels at three or four
star prices. Travellers may be going further afield next year as well. More than 23% said
they would seek to buy a longer flight for the same price as one nearer to home — with
the added bonus that it is likely to land them in a cheaper country. Another sizeable

group — 18% of respondents — said they would snap up any offers on flight upgrades from
airlines keen to fill premium seats during the holiday season, the period when, traditionally,
business travellers do not fly.

Thomson has seen strong sales for its quality Platinum and BeachClub holidays this
summer with sales up by a quarter for Platinum holidays and by around 10% for
BeachClub holidays.




Recognising that there are many travel deals and added value offers, around a third said
they would use this time to trade up on what they would normally buy. They said they
would do this by:

Buying a four or five star hotel at three or four star prices 46%
Booking a longer flight for the same price as somewhere nearer to home 24%
Trading up from half-board to all-inclusive to manage spending 23%
Upgrading my flight to premium seating 18%
Trading up from self-catering to hotel 15%

Source: eDigitalResearch

As the economic climate improves, value for money will doubtless remain a key factor in the
decision making process when it comes to booking a holiday. However, a proportion of the
holidaying population will almost certainly retain their preference for higher end, four star
plus products and increase their holiday budget accordingly at the expense of other, less
essential ‘luxuries’.

The experience of the SARS outbreak in 2002/3 has probably led the travelling public to
take a long-term view of infectious diseases like Swine Flu. SARS was an eight-month
near-pandemic and, while it did affect those planning to travel longhaul to places like
Hong Kong, it did not put off UK travellers taking their annual break to other destinations.

The findings of the Thomson and First Choice research carried out by eDigitalResearch
showed that six out of ten people expect their travel plans to remain unchanged in the
event of a pandemic, but a quarter said they didn't know what the impact would be.

Only 16% said they would change their 2010 travel plans in the event of a global flu
pandemic. In total, 7% of the general public said that the most likely impact on them
would be not to take a holiday, while 6% said they would book closer to departure.

Just 3% said they would holiday in the UK. Another 3% said they would avoid crowds
like sporting events, and 2% were more likely to wait for a summer break than taking one
in winter. Only 2% said they would book self catering and just 1% said they would fly
shorter distances.

A further rise in Air Passenger Duty (APD) was confirmed in the April 2009 budget with the
first tax increase coming into force for people travelling after 1 November 2009. However,
the full impact of this ill-thought through taxation won't be felt until 2010 when the second
of the two increases comes into force. When this occurs, the tax on a shorthaul economy
flight will rise from £10 to £12, but on longer flights of over 6,000 miles — typically a
twelve-hour flight — it will leap from £40 to £85.

Those choosing premium economy seats are also penalised. It does not seem right that
families seeking a bit of extra legroom on their holiday flight to Florida should be asked to
pay the same amount of APD as a businessman flying first class to New York.

Thomson and First Choice has always recognised the “polluter pays” principle when
dealing with aviation emissions, but it has never supported APD because its revenue is

not specifically directed towards projects that benefit the environment. Specifically, it

does not reward airlines such as Thomson Airways that operate new generation aircraft
efficiently and with high load factors. This is because the charge is based on the number of
passengers carried rather than on actual emissions.

Thomson and First Choice urge the Government to review this tax before it starts to have a
detrimental effect on foreign travel. The company also hopes, particularly in the run-up to
a general election, that the Government realises the importance that people attach to their
holidays, and is actively encouraging its customers to sign up to a petition on the No.10
website to protest about this tax.

The petition can be found at: http://petitions.number10.gov.uk/APDIncrease





