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Transat A.T. Inc. is an integrated company specializing in the
organization, marketing, and distribution of holiday travel.
The core of its business consists of tour operators in Canada
and France. Transat is also involved in air transportation,
hotel management, and value-added services at travel des-
tinations. Finally, Transat has secured a dynamic presence in
distribution through travel agency networks and e-commerce.

Transat and its subsidiaries have one ambition: to offer
quality vacation travel to an extensive clientele at affordable
prices. This goal takes the form of two objectives: to main-
tain its leadership in Canada and to become a major player
in the holiday travel industry in North America and in Europe.
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The leading Canadian tour operator,
Air Transat Holidays, develops and
markets vacation products and flights
including those to southern destina-
tions and to Europe.

This tour operator offers packages
to Quebec and elsewhere in North
America to a Quebec clientele and to
visitors passing through.

3 division of DMC Transat

The leading incoming tour operator
in Canada and with a solid presence
in the European market, Jonview
Canada brings some 165,000 foreign
tourists to Canada 35.8% interest

New company that offers services at
destination in Mexico. 40% interest

World of Vacations and Nolitour offer
quality products at competitive prices
to destinations in the United States,
the Bahamas, the West Indies, Mexico,
South America, the Mediterranean
Basin, and Europe.

Number one in France for packages
to Canada, this tour operator also
offers vacation travel to the United
States, the West Indies, Mexico, and
South America.

One of the leading incoming tour
operators in Canada, DMC Transat
mainly offers leisure travel for individ-
uals and groups. 71.5% interest

A specialist in a la carte tourism (FITs—
Foreign Independent Tours), this tour
operator rounds out the range of
services offered by Transat and acts as
a consolidator of airline tickets.

In France, Look Voyages is a leader in
marketing air-only flights. Its market
share of vacation packages, especially
to the Mediterranean Basin, is grow-
ing rapidly, as is the success of its
Lookéa Clubs, an all-inclusive formula.

99.2% interest

Established in Florida, this tour opera-
tor offers excursions to customers
of Air Transat Holidays, Vacances Air
Transat (France) and Look Voyages,
markets Air Transat flights to Canada,
and offers packages to its local clientele.

Révatours has been offering, on the
Quebec market, upscale tours off the
beaten track for 15 years and will
soon extend its product offerings to
the rest of Canada.

The leading airline ticket consolidator
for scheduled airlines in France,
Brok'Air also develops Internet solu-
tions for travel agencies.

From the home of the famous
Parthenon, Tourgreece offers excur-
sions, cruises, and hotel services to
visitors passing through.

Look Voyages holds a 40% interest in this tour operator

In Canada, Consultour orchestrates a
distribution network of about 211 sales
outlets under the banners of Club
Voyages, Voyages en Liberté, Inter
Voyage, Travel Plus, and Goliger's.

Anyway relies on a Web site
(Anyway.com) backed up by a call
centre to offer a broad range of
products including aircraft seats at
negotiated or published fares. Anyway
is already recording sustained growth,
making it one of the leading online
travel agencies in the French market.

Air Transat offers departures from
Canada to some 90 destinations in
25 countries. The airline is Canada's
leading charter carrier.

Cameleon manages hotels as well as
a Lookéa Club in the Transat tradition
of quality.

A Quebec travel agency network, it
has 35 sales outlets of which six are
wholly owned (four in superstores).

A French network of some 63 corporate-
owned travel agencies.

This company provides airport repre-
sentation, baggage handling, and
aircraft-cleaning services at the inter-
national airports in Montreal (Mirabel
and Dorval) and Toronto.

The family-oriented Lookéa Clubs,
located in nature settings, are increas-
ingly popular among French tourists
looking for an affordable all-inclusive
formula to sunshine destinations.

With one call centre and a transac-
tional Web site, Exit Travel is a model
218tcentury travel agency. It offers
the most comprehensive collection of
vacation packages for departures
from Canada available on the Net.

Star Airlines operates charter flights from
France mainly to the Mediterranean
Basin and to Africa.

Look Voyages holds a 44.3% interest in this air carrier



Then, the tragic events of September 11 in the United States further undermined an already weak
economic situation, especially with regard to the travel industry. The drop in demand was immediate and
dramatic, resulting in a significant negative impact on our results.

Although tourists gradually began to travel again in the fall, the shock of September's events was
sufficiently serious to call for a rapid reduction in our product offerings in response to an unprecedented
reduction in demand, in order to maintain the financial soundness of the group. Consequently, on
September 24, we began the implementation of a plan, primarily in Canada, resulting in a 25% capacity
cut for Air Transat, an approximate 25% reduction in staff, wage cuts and freezes for management and
non-unionized employees, and a tightening of all other expenditures. Comparable measures were carried
out in France, where the decline in demand was, however, not as strong. The reduction in capacity also
accelerated the retirement of part of the Air Transat fleet, whose unamortized value was written off. In total,
this write-off, the write-down of the value of other assets, and various non-recurring items resulted in
unusual charges of approximately $117 million before taxes in the fourth quarter ($101 million in non-cash
charges).

We ended fiscal 2001 with revenues of $2.1 billion, an increase of approximately 10% over the previous
year. Good sales volumes and higher prices for the winter season as well as acquisitions explain this
performance. On the other hand, the strong US dollar, fierce competition, especially during the summer,
the sharp drop in activity after September 11 and finally the increase in costs, including aircraft mainte-
nance, exerted a downward pressure on margins. Transat recorded a net loss of $99 million ($3.07 per
share) after unusual items, compared with a net income of $36.6 million ($114 per share) in 2000. Had it
not been for the write-off of assets and for the unusual items, the Corporation would have recorded an
income of $2.7 million before taxes, goodwill charges and minority interest.

On a strategic level, we kept to our plan, which permitted several major accomplishments during the year.
Our mission remains focused on holiday travel, where we excel, and Transat has had no difficulty in
remaining a leader among international tour operators. We continue to rely on vertical integration, the
development of a range of products, and the penetration of new markets to ensure our expansion and our
profitability.

Outgoing tour operators are central in the organization of holiday travel. They draw on the resources
of the group's other divisions or companies and outside suppliers to create vacation packages. Tour
operators co-ordinate value-chain creation where the distribution network, the air carrier, the services at
destination and the hotel management company all play an essential role in customer satisfaction and thus
in the group's success.

In Canada, we have primarily two major organizations. The first of these is Air Transat Holidays, which
remains the leading Canadian tour operator. Recognized for its vision of product development, with a
strong presence among major travel agency networks, Air Transat Holidays plays a leading role in our plans
for growth in Canada. The second is World of Vacations, in which we increased our interest from 35% to
100% during fiscal 2001, and then combined it with Regent Holidays on May 1, 2001 World of Vacations
and Nolitour, which operates in Quebec, share the same management team. This more in-depth integration
has given us a second organization with national reach, World of Vacations/Nolitour, thereby increasing
efficiency and consistency.

During the year, Transat acquired Révatours, a Quebec tour operator with some 15 years of experience
specializing in upscale tours in Asia, Eastern Europe, North Africa, Greece, and Turkey. This acquisition will
enable us to penetrate a new market niche and to reach new clientele.

In France, we rely on tour operator Look Voyages, which had a good year but faced a difficult
summer season, as was the case in North America. The competition remains fierce on the French market,
where we also rely on Brok'Air and on Vacances Air Transat (France).



We increased our direct presence in distribution with the acquisition, by Consultour, of Canadian
franchisor Travel Plus, a network of some sixty independent travel agencies under the Travel Plus and
Goliger's banners. This acquisition strengthened our position in Ontario and Western Canada, a priority
market due to its growth potential. Consultour and Tourbec thus became the second-largest Canadian
travel agency network, with close to 250 franchised, affiliated, or wholly owned agencies. We also strength-
ened our presence in France with the acquisition of several agencies, bringing their total number in that
country to 63. In all, we estimate that our products are distributed by about 8,000 travel agencies in
Canada and in France.

Our two online travel agencies, Anyway in France and Exit Travel in Canada, had an excellent year. Both
have Web platforms backed up by call centres, confirming that marketing our products on the Internet
holds promise for the future. These companies substantially increased revenues as well as the pro-
portion of reservations made on the Internet and took important steps towards expanding their product
line. As well, these companies made progress in forging alliances that confirm the attraction of our busi-
ness model, the quality of our technology, and above all our leadership in these matters on both sides of
the Atlantic. We continue to believe that Anyway will be an effective strategic tool for penetrating new
European markets as soon as circumstances allow.

Flexible access to quality and attractively priced air transportation services is a critical success factor for all
international tour operators. Our subsidiaries, Air Transat and the ground handler Handlex in Canada, and
our affiliate Star Airlines in France specialize in charter flights and as such are of great importance to the
group. In the fiscal year just ended, both airlines offered services to about the same number of travellers
as the previous year as they were both affected by the impact of September 11 At Air Transat, our contin-
uous improvement programs were successful, as proven by our enviable on-time performance and a high
level of customer satisfaction. We are also continuing our efforts in the re-engineering of processes in order
to improve this carrier's profitability. In August 2001, Air Transat experienced the most serious incident in
its some 15 years of existence when one of its aircraft was forced to make an emergency landing in the
Azores. We handled this exceptional occurrence with diligence, focusing above all on the well-being of
those passengers directly affected. Significant measures were then taken to prevent something like this
from happening again.

The final stage of vertical integration involves destinations, completing the circle that enables maximum
control of a product. In this regard, three major aspects are of interest: the activities of incoming tour
operators, hotels, and services provided at destinations.

During fiscal 2001, in partnership with the Solidarity Fund QFL, a shareholder, we purchased an interest in
Jonview Canada, the leading incoming tour operator in Canada with annual revenues of $100 million and
competencies in several niches. Taking place in two stages, the acquisition of the leading tour operator
Jonview Canada will consolidate our presence in Europe, Latin America, and Asia, in parallel with the
operations of Canadian incoming tour operator DMC Transat, which is very active principally in the
French market.

We continue to strengthen our activity in hotel management, a very important facet of any tour package.
Quality lodging services are a strategic issue of growing importance, especially for the most popular desti-
nations. In this area, we rely on our subsidiary Cameleon, which manages hotels and has just experienced
a successful year. We also continue to develop Lookéa Clubs through Look Voyages. Their success on the
French market remains strong and consistent; it is our objective to have some 30 Lookéa Clubs by 2005.

Services at destination—the optional activities offered to tourists once they are there—is also a promising
market, especially because of the margins they provide. We purchased a 40% interest in Tourgreece, a
longstanding partner based in Athens that has been offering services at destination to tourists for more
than 20 years, with an option to acquire a majority interest. We also created a division under the name of
Trafic Tours that offers services at destination in Mexico and could develop a presence in other markets.



The year 2002 will be challenging as a result of the September 11 attacks and their impact on the travel
industry as a whole. Given that our industry historically has held its own in times of recession, it is likely
that the effect of the economic slowdown would have been far less pronounced had it not been for
the attacks.

International tourism has shown a strong resistance to economic and political crises over the past 50 years,
recording an uninterrupted average annual growth of 7% (except in 1982). Moreover, years where growth
was slower were often followed by exceptional years, as people tended to postpone their trips rather than
abandon their travel plans. Certain structural factors, such as the fact that baby boomers are reaching
retirement age, are healthy, and have the financial means to travel, combined with more leisure time and
stronger interest in new destinations, suggest that demand for tourism products will recover and
continue to increase.

While we may believe that recovery is inevitable, the pace at which it will occur remains a great unknown.
It is also possible that the nature of tourism flows may change, which will require adjustments by the
tourism industry. The first signs of such a transformation appeared in the fall of 2001 Certain destinations,
for example, could come to be considered as more dangerous. Others, considered less so, could become
fashionable substitution products. Some products, like shorter stays or destinations closer to home, could
also gain in popularity. Whatever happens, Transat is well positioned for several reasons.

First, we acted promptly to avoid a serious financial crisis. Obviously, we regret that we were forced to lay
off more than one thousand loyal employees. But it was a necessary step, and management, more than
anyone, is hoping for a quick resumption of growth. As | write, Transat has all the resources required by
what we believe will be the market needs for the coming winter and summer seasons.

Second, about 32% of Transat's revenues come from the French market, where the impact on demand
was far less pronounced than in North America and where, it seems, recovery could take place a little more
quickly.

Transat ranks among the ten leading tour operators in the world. Our critical mass, our presence on two
continents, the significant number of destinations we serve and, above all, our integrated structure—all of
these give us significant flexibility. For example, given our privileged ties with our hotel partners, we were
able to efficiently manage a hotel room inventory in the aftermath of the events of September 11

The Canadian air transportation market—plagued as it was in 2000 and 2001 by overcapacity that had
a significant impact on our business, especially during the past summer season—is in the process of trans-
formation. In this respect, the disappearance of certain competitors improves our position. When the
market gets back to normal, Transat and Air Transat will be in an excellent position to benefit from
the recovery.

Finally, at the beginning of fiscal 2002, we were able to announce an investment of $20 million by two
of our shareholders, as well as a contribution of nearly $2 million from management and members of the
Board of Directors, all in the form of non-convertible debentures. We have also subsequently announced
a convertible debenture issue of $51 million for which the closing took place in February 2002. Our
bankers, as we explain further on in this report, also made a contribution by extending our credit facilities,
and by releasing collateral that improved our cash position by $20 million. Thanks to this support from our
financial partners, the Transat team is ready to rise to the challenge of 2002.

Finally, | would like to mention the appointment of Bernard Bussiéres to the positions of Vice-President,
Legal Services and Secretary of the Corporation. | would like to thank all of our employees—including those
who left us during the past few months due to the economic situation—and to offer them some
encouragement. | also want to offer special thanks and encouragement to the Air Transat team
more directly involved in the recent events. | want to particularly note the professionalism of the crew of
flight TS 236 on August 23, 2001, a professionalism we and our colleagues and clients all witnessed. Finally
| wish to thank the members of the Board of Directors who throughout the year played their role with
customary wisdom and rigour.



Air Transat Holidays is the leading tour operator in Canada. One of the few tour operators to have
balanced its winter and summer sales volumes, this subsidiary serves all of the major national travel agency
networks. Aside from packages to the south in winter and to Europe in summer, it markets air-only flights
to Florida and packages to Las Vegas. In addition, Air Transat Holidays distributes products from many
of the major cruise line companies.

The group also includes a second national tour operator, World of Vacations, into which have been
integrated the operations of Regent Holidays as well as those of Nolitour in Quebec. This consolidation
resulted in major gains in efficiency. World of Vacations/Nolitour, very active in holiday packages, is
well known for its exclusive destinations, its cruises, and for the development of its presence in the
Mediterranean Basin, especially in Greece. World of Vacations/Nolitour serves, among others, many of
the country's independent travel agencies.

Air Transat Holidays had an excellent year, despite a certain downward pressure on margins during the
summer. World of Vacations/Nolitour had a good winter, although the summer season was more difficult.

To enhance the product offerings of both Air Transat Holidays and World of Vacations/Nolitour, Transat also
developed a presence in other market niches. In 2000, Transat acquired the tour operator Americanada,
which offers the foreign independent tour (FIT) formula known as a la carte tourism; namely, combining the
sale of seats with lodging and car rentals. Americanada's mission was expanded in 2001 to include a com-
plementary activity—the consolidation of airline tickets of various airlines. Targeting increased efficiency,
these activities previously carried out by Consultour and representing a substantial revenue of $60 million,
were consolidated into Americanada. Americanada opened an office in Toronto during the
fiscal year and expects to open one in Vancouver in 2002.

The acquisition in 2001 of Révatours, with activities in Quebec, is part of the same expansion strategy.
Révatours specializes in upscale tours in Asia (China, Vietnam, India, and others), Eastern Europe, North
Africa (Tunisia, Morocco), Greece, and Turkey, with specialized offerings for smaller market segments.
Indeed, these are markets, destinations, and products with very high growth potential, given their growing
attraction for a certain clientele. Révatours surveys some 7,000 customers a year in Quebec, and now that
the tour operator is part of the Transat group, its products can be distributed throughout the country.



Since the acquisition of an interest in Jonview Canada at the beginning of the fiscal year, Transat now ranks
first in Canada in this market. Firmly established in Europe, in Latin America, and in Asia, Jonview Canada
promotes Canadian tourism destinations that are in demand throughout the world. For those destinations,
Jonview Canada has developed a line of products aimed at the different market segments. Consequently,
Jonview Canada is an acquisition that provides Transat with access to new customer pools and that will lead
to promising synergies with Air Transat.

Jonview Canada is known for its energetic forward-looking approach to technology. The company uses the
most advanced information systems to manage its products, and during the past fiscal year it also imple-
mented a new e-commerce platform that facilitates communication with the tour operators responsible for
distributing its products throughout the world. The tour operators can access Jonview Canada's systems
through the Internet or through direct communication. The result is an efficient and close network of
relations and partnerships. A significant portion of reservations are already made electronically, and a
subsequent phase of the project targets the establishment of electronic communications with key supply
partners down the ling, such as hoteliers.

Fiscal 2001 was marked by major gains in market share for Jonview Canada. Nevertheless, external factors,
such as unfavourable exchange rates, had a negative impact on overall demand in the European market
throughout the year. At the end of the fiscal year, the events of September 11 resulted in a sharp decline
in the number of people visiting Canada, especially on long-haul flights.

DMC Transat remains the leading Canadian incoming tour operator offering coach tours in Canada to the
French market. Marketing is handled in France by its largest client, Vacances Air Transat (France). During
the past fiscal year, DMC Transat took the innovative step of successfully developing Morocco as a new
French-speaking market, with a weekly flight to Montreal.

Cameleon, a hotel management subsidiary founded in 1999, now manages hotels in Puerto Aventuras,
near Cancun (Mexico), and in Montego Bay (Jamaica), as well as a Lookéa Club in the palm grove of
Marrakech, Morocco. These activities are completely in line with the Transat group's growth strategy based
on vertical integration. When it comes to lodging, the Corporation thus has better control over product
quality and its supply of quality hotel rooms in the most attractive destinations and those most
in demand.

Transat also created Trafic Tours, an organization that will offer value-added services in Mexico.



On the Canadian market, fiscal 2001 saw a major expansion of the travel agency network, with the acqui-
sition of Canadian franchisor Travel Plus and its 61 travel agencies operating under the Travel Plus and
Goliger's banners. With this acquisition, the group now has more than 246 franchised, affiliated, or wholly
owned agencies, including the Tourbec agencies. Consultour is the leading franchisor in Quebec and now
ranks second in Canada.

The rapid growth of e-commerce along with other pressures, such as the recent drop in commissions paid
by airlines, have resulted in an in-depth transformation of travel agencies. More than ever, they must offer
personalized services and added value, forcing them to keep in step with consumers' needs. There are
many changes to be made, including changes to product portfolios of travel agents and especially changes
in training, resource development, and marketing. This is mainly what Consultour targets on a national
scale in order to build a solid travel agency network. This effort to adapt is all the more important in light
of the change in the market precipitated by the economic climate and the events of September 11
Therefore, Consultour is mainly focusing on the support to members of its network and on the diversifi-
cation of product offering that will, under the new conditions, attract consumers.

In 1999, Exit Travel launched its online travel agency, bringing into play a transactional Web site and a call
centre. The agency experienced strong growth during the fiscal year, but as a result of September 11, just
missed attaining its challenging objective. Indeed, the site had more than 450,000 unique visitors a month,
and Exit Travel surveyed about 50,000 customers during the fiscal year, of which nearly two-thirds used
the Internet and one-quarter carried out their transaction directly on the site. These figures, which parallel
the performance of other similar sites in the United States, seem to indicate that travel is among the most
promising sectors of e-commerce. In a very user-friendly way, Exit Travel provides access to the most
comprehensive collection of vacation packages, charter flights, scheduled flights, and consolidated tickets
from Canada. The site is updated in real time. The site carries not only Transat's products, but also those
of several other tour operators.

The technological platform of exit.ca proved itself during this very active year and aroused the interest
of companies that operate Internet portals with the intention of integrating online travel agency services.
As a result, during 2001, Exit Travel became the Canadian vacation partner of AOL (America Online),
Sympatico, Travelocity, and Quebecor Media.

Concerned about developing the site and its resources for the travelling public, at the beginning of 2002,
Exit Travel will implement a new, even higher-performance interface that will, for example, reduce the
number of clicks needed for searches and reservations, and offer new search engines for travel packages.



Air Transat continues to be the leading charter carrier in Canada, serving 90 destinations in 25 countries
from some ten Canadian cities. During the year, the airline successfully inaugurated a weekly flight for the
summer from Vancouver to Japan after concluding an agreement with a tour operator in that country, and
maintained its flight between Buffalo and the Dominican Republic. Air Transat remains the leader for
holiday flights to France, Belgium, the Netherlands, the United Kingdom, Greece, Germany, Portugal,
Switzerland, Cuba, the Dominican Republic, Mexico, Venezuela, Colombia, and Costa Rica. Air Transat
mainly serves southern destinations during the winter season, and European destinations during the summer.

About two-thirds of Air Transat's sales are made to the group's tour operators. The remainder are mainly
purchased by other tour operators. During the year, Air Transat launched a new Web site offering a wealth
of information to tourists as well as enabling online reservations, thanks to a close partnership with
Exit Travel, the group’s Canadian online travel agency.

As planned, Air Transat will put into operation one additional Airbus A310-300 during 2002, the last
aircraft of a series of five added for fleet renewal. This aircraft type is ideally suited to the needs of the
group's tour operators. Combining reliability and comfort, Airbus A310s enable Air Transat to provide
non-stop flights to all its destinations. Moreover, Air Transat retired its seven Lockheed L-1011-150s as a
result of the drop in demand. Finally, due to the retirement of its Lockheed L-1011-150s, Air Transat will
add a fourth Airbus A330 to its fleet for the next summer season. For nearly two years, Air Transat has
been committed to a sweeping re-engineering and improvement of processes involving all aspects of its
operations. The purpose of this large-scale project, which is progressing in stages, is to improve the quality
of service while optimizing resources. It includes a complete review of processes linked to aircraft mainte-
nance, the integration of functions connected with passenger service and crew and aircraft scheduling, as
well as the implementation of a new information management system. There have already been tangible
results in all of these areas of operation, translating into improved on-time performance. In 2001, Air Transat
had about 15,000 flights, on average 300 flights a week.

Following the emergency landing of one of its aircraft in August 2001, Air Transat implemented further
measures—some imposed by regulatory bodies, others voluntary—that added to the extensive effort
already undertaken by Air Transat to improve its methods. These measures, based on a principle of
precaution to which Air Transat subscribes without reserve, focus particularly on certain aspects of crew
training and the inspection of maintenance work. As always, Air Transat continues to work closely with
Canadian authorities.

The cost of fuel, which did not decrease until summer; fierce competition mainly during the summer, which
had an impact on load factors; the cost of aircraft maintenance; and above all, the sharp decline in opera-
tions after September 11—all of these had an impact on Air Transat's results in 2001 With some 650 layoffs
and the reduction in the number of flights to many destinations, especially Florida, Air Transat reduced its
product offerings for the winter 2001-2002 season by around 25%. However, several marketing measures
were implemented to encourage customers to travel.

Handlex is an Air Transat partner on the ground that provides airport representation and handling
services; it had a good year and now counts EgyptAir, Virgin Atlantic, and Exp-Air Cargo as clients.



Look Voyages continues to progress, having had, in 2001, a fiscal year marked by stability and profitabili-
ty. As in North America, the summer season was more difficult while the winter season was excellent for
the whole French market. In September, due to the uncertainty connected to the events of September 11,
demand sharply declined for certain destinations in North Africa and the Mediterranean Basin that are
important to Look Voyages. Look Voyages, as it had hoped, continued to make gains in its overall business
dealings by increasing the proportion of packages sold in relation to air-only flights. The strategy of Look
Voyages above all relies on its extensive line of quality products offered at competitive prices, on its some
90 partner companies, and, of course, on the Lookéa Clubs. Its products are distributed by French travel
agencies. The leader for air-only flights, Look Voyages offers its customers some 800 destinations around
the world, with departures from Paris and seven other French cities.

The Lookéa Clubs are a leading product of Look Voyages and continue to sustain their popularity with the
French public. Situated in choice locations, these resorts, which numbered 14 by the end of fiscal 2001,
bring travellers into direct contact with what is often lush nature. There are plans for 22 clubs by 2003,
and for some 30 clubs by 2005. Grand openings are planned for 2002 in Mexico, Kenya, Sicily, Spain,
and the French Alps. For the Lookéa Clubs, Transat uses a hybrid management formula calling upon
partners to manage the establishments. Look Voyages handles activities and site supervision. During the
past fiscal year, Look Voyages made new investments to ensure that the facilities will continue to meet the
standards of quality sought by customers.

One of the ten leading tour operators in France, Vacances Air Transat (France) continues to strengthen its
presence on the long-haul market by relying on its position as the leader for travel to Canada. Although
Canada remains a valued destination, the relative weakness of European currencies and the events of
September 11 exerted a downward pressure on air traffic during the past year. In light of its alliance with
its Canadian counterpart, Vacances Air Transat (France) remains a major tour operator in France for the
Dominican Republic, Cuba, and Mexico. Brok'Air, a consolidator of airline tickets at negotiated fares,
distributes its products through travel agencies and through Anyway.

The development of services at destination, such as excursions and other products offered at sunshine
destinations on an optional basis, represents an important source of potential growth. In line with this
policy, the Corporation acquired a 40% interest in Tourgreece, a long-standing partner based in Athens.
This tour operator specializes in hotel activities, excursions, and cruises, among other activities, and generates
some $19 million in revenues annually. Through Look Voyages, Transat also has an option to acquire a
majority interest in Tourgreece.



In France, Transat has 63 wholly owned sales outlets under the Club Voyages banner, 34 of them in
the metropolitan Paris area. During the fiscal year, some 15 other agencies were acquired, most of them
around Paris. Pursuing its growth strategy and considering the climate of consolidation that characterizes
the market, the group plans to continue to expand its distribution network in France.

Anyway operates a call centre and the anyway.com Web site, offering airline tickets, hotel rooms, car rentals,
trips, and increasingly, packages. With the recent addition of charter flights offered by Vacances Air Transat
(France), Anyway now distributes all of the group's airline products. Its range of products will continue to
expand in 2002. Since its launch in April 1999, Anyway has reported sustained growth, a trend that
continued in 2001 with a growth rate of nearly 60%, almost reaching its objective despite the sharp decline
in reservations in September and October. As for Exit Travel in Canada, the proportion of Anyway's online
reservations is rapidly increasing, as is the turnover rate of its call centre because more and
more consumers have already made their decisions before establishing telephone contact. This trend
means an increase in efficiency and a reduction in unit costs. Anyway equipped itself with new facilities
during the year to be able to handle a significant growth in business.

Anyway has become involved in subcontracting through partnerships, thus enabling it to extend its
influence. As a result, Anyway now acts as the exclusive French subcontractor for Expedia, the second online
travel provider in the world. Anyway also has agreements with other portals, namely Wanadoo and Voila
(France Télécom), and Yahoo! France. These partnerships say a great deal about the strength of Anyway's
technological and business platform, and they have a significant impact on sales volume and on the
company's efficiency.

Star Airlines mainly serves continental Europe, the Mediterranean Basin, and North Africa. The airline oper-
ates a fleet of five Airbus A320s, performance-oriented aircraft well adapted to this market. A sixth aircraft
of the same type will be added to the fleet in 2002 under excellent conditions. Star Airlines flies shorter
average distances than other carriers, its sales volume fluctuates between seasons, and European regula-
tions, especially regarding noise and environmental performance, are particularly stringent. All these
factors support the use of an aircraft like the Airbus A320. The number of passengers in 2001 was com-
parable to the previous year. On another front, Star Airlines created two new affiliated companies; one to
provide food service aboard its aircraft and another to provide pilot training.






Pursuant to its strategy of vertical integration, Transat completed several acquisitions in fiscal 2001, details
of which are listed in note 15 to the consolidated financial statements. The Corporation acquired on January
22, 2001 a 50% interest in Jonview Canada, the leading Canadian incoming tour operator, for a cash con-
sideration of $10.6 million. Through a series of transactions with a minority shareholder of DMC Transat
Inc. (the leading incoming tour operator in Québec), Transat subsequently reduced its participating inter-
est in Jonview Canada to 35.8% and increased its investment in DMC Transat Inc. to 71.5%. On March 1,
2001, Transat acquired a 100% interest in the outgoing tour operator Révatours Inc. for a cash considera-
tion of $3.3 million. Through Look Voyages S.A., Transat acquired on March 5, 2001 a 40% interest in
Tourgreece S.A., a Greek incoming tour operator, for a cash consideration of $16 million. On May 1, 2001,
Transat acquired the remaining 65% of the shares of World of Vacations Ltd. for a cash consideration of
$11 million. Finally, through its subsidiary Consultour/Club Voyages Inc., Transat acquired a number of
travel agencies in Canada and in France as well as a Canadian franchisor of travel agencies for a total
amount of $9.6 million.

The Corporation's cash and cash equivalents, including cash held in trust, totalled $84.6 million as at
October 31, 2001

For fiscal 2001, the Corporation generated an operating cash flow of $59.4 million. Operating activities
used $12.0 million of cash, considering the negative net change of $714 million in non-cash working
capital balances net of deposit and engine and airframe overhaul expenses. The Corporation spent a net
amount of $59.4 million on investing activities, mostly for additions to capital assets and other assets and
for the acquisition of businesses. For the year ended October 31, 2001 financing activities generated
$8.7 million, through increased borrowings under existing bank credit facilities as well as long-term debt,
net of debt repayments.

Accounts receivable increased from $67.6 million as at October 31, 2000 to $85.5 million as at October 31,
2001, an increase resulting mostly from activities related to current operations and acquisitions of businesses.

Income taxes recoverable as at October 31, 2001 totalled $35.4 million and are connected to the carry
back of tax losses incurred by certain subsidiaries in 2001 allowing for recovery of income taxes paid in
previous fiscal years. The Corporation received $29.6 million of the income taxes recoverable in the first
quarter of 2002

Deposits with suppliers declined by $13.9 million, or 26.6%, from $52.2 million as at October 31, 2000, to
$38.3 million as at October 31, 2001 This item consists mainly of deposits with hoteliers for the winter
2001-2002 season. The reduced level of these deposits for the winter 2001-2002 season is a direct
consequence of the expected decrease in activity compared with the previous winter season.

Future income tax assets increased $8.7 million due to the consolidation of World of Vacations Ltd. in May
2001, and the recording of future income tax benefits related to losses incurred by certain subsidiaries in
2001, offset by the realized portion of future income tax assets and a valuation allowance of $18.3 million.

Deposits and other expenses decreased from $86.0 million as at October 31, 2000 to $19.7 million as at
October 31, 2001 due mainly to the write-off of deposits and engine and airframe overhaul expenses
related to the Lockheed L-1011-150 aircraft mentioned in note 16 to the consolidated financial statements.

The decrease in investments from $19.2 million as at October 31, 2000 to $8.4 million as at October 2001
is mainly related to the acquisition and subsequent consolidation of World of Vacations Ltd. as of May 1, 200L

Capital assets totalled $185.4 million as at October 31, 2001, compared with $180.6 million as at October
31, 2000. Additions to capital assets totalled $54.7 million in fiscal 2001 but depreciation combined with
asset write-offs reduced the year-end balance.

Goodwill as at October 31, 2001 was $68.6 million, compared with $49.1 million as at October 31, 2000.
This increase is the result of business acquisitions completed during the fiscal year, net of goodwill charges
and write-down.

Accounts payable and accrued liabilities increased by $32.3 million, or 16.2%, mainly as a result of
business acquisitions during the year and tighter cash management by the Corporation.

Customer deposits and deferred income decreased by $29.5 million, or 30.6%, due to the decline in
reservations for the winter 2001-2002 season, compared with the previous winter season.

Long-term debt, obligations under capital leases, and debentures increased from $1541 million as at
October 31, 2000, to $158.4 million as at October 31, 2001 This increase is the result of financing related
to additions to capital assets made during fiscal 2001, net of debt repayments.



