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EU Air Passengers Rights Regulation

CORRECTING DISINCENTIVES

More than ten years ago, the European Commission launched a comprehensive reform of the
Air Passenger Rights Regulation. Now it is finally picking up speed again. The aim is to give
customers and airlines more legal certainty and to balance the interests of consumers and
businesses. The reform is long overdue.

Need for fair rules

Burden di ti tely high . .
urden disproportionately hig If flights are cancelled or significantly delayed, travellers are

Compensation payments under the EU Air Passenger Rights Regu- entitled to compensation of between 250 and 600 euros under
lation easily exceed the gross revenue of the flight concerned. No
other mode of transport is so strictly regulated. This disproportionate
burden needs to be alleviated by a fair balance of interests and by
extending the compensation-free period from three to five hours. such as severe weather or medical emergencies. The problem

the EU Air Passengers Rights Regulation. This does not apply
if the disruption was caused by “extraordinary circumstances”

is that “extraordinary circumstances” are not defined in detail.
Passengers find it difficult to understand this complicated legal

E Delayed arrival by 3 hours, 10 minutes . . L L .
Boeing 737-800 from Hanover to Heraklion, situation, and airlines lack clear guidelines. The result is numer-
Hanover\ passenger load factor 90% ous legal disputes that are overloading the courts. The Europe-
an Court of Justice has already had to deal with legal questions
approx. more than 80 times.
- potential profit
Q" additional costs for ‘ )
$~) replacement flight The three-hour delay threshold for compensation payments
@ incentivises cancellations which is bad for passengers. If an air-
craft is delayed by three hours on European routes, the airline

compensation due has to pay 400 euros compensation per passenger. The problem

is that it is often impossible to replace a defective plane within
this short time frame. Replacement aircraft sometimes have to

S

Heraklion

be flown into the correct location, crews have to be called in
and baggage reloaded. As a result, low-cost and network airlines
Sources: IATA, BDL; own calculation often prefer to cancel the flight altogether.

The EU Passenger Rights Regulation thus creates a clear
disincentive for airlines to still operate disrupted flights and to try to reduce the delay.
However, according to a study carried out for the European Commission, travellers —
Holiday airlines offer the highest

. especially families — would rather reach their destination on the same day than receive
level of protection

compensation. As proposed by the European Commission, airlines should be granted a
Holiday airlines such as TUI guarantee their
package holiday customers transport to their
holiday destination. Unlike traditional and
low-cost airlines, they only very rarely cancel

flights without replacement. This way, they ) ) ) o o . .
ensure that holidaymakers can always get Rights Regulation will cost airlines around 8 billion euros in 2025. They are challenged in

period of minimum five hours, depending on the flight distance, before compensation
payments take effect.

According to the European Commission, the current provisions of the Air Passenger

to their destination or back home, even if a courts across the EU and create perverse incentives for airlines which ultimately harm
flight disruption occurs. passengers. The European Commission, Council and Parliament are urged to finalize the
reform of the regulation in the coming months. TUI supports the European Commission's

approach of providing a clear list of extraordinary circumstances.
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Digital EU border controls
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ENSURING EFFICIENT

PROCESSES

The EU wants to digitalise its border controls and reduce identity fraud. The technical cornerstone is

the upcoming Entry/Exit System (EES). Third country travellers entering the Schengen area will be

recorded by the system. Manual stamping of passports will become a thing of the past, and security

will be increased. It is important to ensure a smooth introduction of the system.

The EES was originally expected to be in use at all border crossings by October 2024 —

including highways, train stations, and airports. However, the launch was rightly de-

layed and in December, the European Commission gave Member States more time and

flexibility: they can implement the system over a period of six months, starting from the

launch date which is expected to be this October. This is the right decision to avoid major

disruptions and excessive waiting times at entry.

However, key concerns remain that should urgently be addressed by the Commission and

Member States to ensure a smooth introduction:

EU: 61 million visitors from the United Kingdom

In 2024, around 61 million British residents travelled to the EU — more
than from any other non-EU country. It is therefore important to offer
secure EU neighbours simple and attractive entry conditions.

Top 5 travel destinations for British residents

Spain

o 17.8 ™

France

[ 9.2

Italy

. 4o

Greece
— N

Portugal

T 40™

Source: UK Office for National Statistics
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Operational readiness: The Commission should only
launch the system after successful testing at airports and
other border crossings. Caution must prevail over haste on
this important issue.

Biometrics: Member States will collect biometric data from
all non-EU visitors. To avoid long queues for travellers and
operational disruptions in the initial phase, mandatory
collection should not be switched on during peak travel
seasons.

Fingerprints: The EU should not collect fingerprints from
legitimate travellers from the UK and other security partner
countries. Record of a passport photo should suffice for
such travellers.

Pre-registration: Member States should provide visitors

with an app where they can pre-register ahead of launch.
This solution would help to reduce the processing time on
arrival at the airport.

Coordination: Member States should inform transport
operators well in advance of their EES roll-out plans. This is
necessary to inform travellers of what to expect.

Pilots and crew: The legislation provides exemptions for
travel professionals but there are practical obstacles to
using them. Practical and uniform solutions should be
developed across the EU.



Cruise industry

THE BACKBONE OF EUROPEAN
SHIPBUILDING

The construction of tankers or container ships? This has long since ceased to play a role in the

[ J
\/ TUIGROUP

books of European shipyards. The situation is different for cruise ships: Europe is one of the world

leaders in this sector which offers state-of-the-art technology, secures 440,000 well-paid jobs, and

generates over 55 billion euros in annual added value. Cruise shipbuilding is therefore central to

Europe's maritime sovereignty.

Rising demand for cruises secures shipyard location

Passenger volume in Europe

7.71"™

2019 2020 2021

175"

omitted

Source: CLIA

A ship built by Europe

The newest ship from TUI Cruises, Mein Schiff
Relax, is a true European collaboration. Built

by Fincantieri in Italy, it was realized with the
support of more than 500 suppliers from across
Europe. These include:

=t

L
riy s HH HIN

Viking: evacuation system

Kone: elevators & escalators
Jeumont Electric: thrusters & AC meters
Hatecke: lifeboats

Tyco: general alarm
Navalimpianti: shell doors

Akzo Nobel: paint

Scanship: sewage treatment plant
MarinFloc: bilge water separator
ABB: main generators

MPS: balcony doors
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European value chain secures jobs
and expertise

Every cruise ship is a significant technical undertaking, consist-
ing of approximately 16 million components, over 90 per cent

8.21™

2023

of which are produced in Europe. A wide variety of trades are
involved, ranging from steel construction and propulsion and
control technology manufacturers to interior design specialists.
Family-run SMEs, many of which are hidden global champions,
play a particularly important role. Their innovative strength also
contributes to Europe's technological independence.

TUI Cruises strengthens this unique value chain. Mein Schiff

1 to 7 were built at Meyer Turku in Finland between 2012 and
2024. For the new InTUltion class, the company is collaborating
with Fincantieri in Italy. All new ships are equipped with state-
of-the-art solutions for reducing emissions and improving energy efficiency. As a re-
sult, Mein Schiff 7, which entered service last year, is technically ready to be powered
by green methanol. And the recently christened Mein Schiff Relax, as well as Mein
Schiff Flow, which will be launched in summer 2026, will run on liquefied natural gas
(LNG). Both ships are also equipped with improved catalytic converters and shore
power connections. In future, these ships will also be able to run on low-emission
bio-LNG and e-LNG, marking another step towards climate-neutral cruising.

Strengthening maritime sovereignty

Thanks to major orders from domestic shipping companies such as TUI Cruises, the
European cruise shipbuilding industry is a real force to be reckoned with. A total of
76 new cruise ships are planned worldwide by 2036, with all but four to be produced
in European shipyards. The investment volume amounts to several billion euros. This
distinguishes the sector from tanker and container shipbuilding, which migrated to
Asia decades ago. Put simply, Europe's continued role as a manufacturing hub is en-
tirely thanks to cruise ships. They are therefore of strategic importance for industrial
and security policy.
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STRENGTHENING EUROPE'S
SOVEREIGNTY

Artificial intelligence (Al) is seen as a key technology to remain competitive in the global market.

This also applies to the tourism industry. TUI is driving forward the use of Al in all areas of the

company, positioning itself as a technology leader and offering customers and employees security

in all aspects of Al.

Travel shops:
TUl invests in direct local contact

TUI is investing not only in technology, but
also in direct contact on the ground. For
many people, the 1,200 travel shops in
Europe are the first port of call when plan-
ning their holidays. The customer advisors
offer much more than just the booking —
they have detailed knowledge of holiday
destinations, provide advice on insurance
and entry requirements, and thus shape
the overall holiday experience. In the UK,
for example, TUI opened ten new branches
and modernised many others in 2024, in
town and city centre high streets and in
retail park locations. A total of 3,500 people
work in TUl's UK travel agencies alone, and
more than 160 young people are currently
completing a two-year retail apprenticeship.
In Belgium and the Netherlands, TUI also
continues to focus on retail store sales with
a total of over 1,000 employees in around
250 travel agencies — and the trend is rising.
These investments secure jobs and a familiar
service environment — even in the age of
digital transformation.

Al at TUl in figures

@ ®

2,000 15*%

internal Al tools
for employees

of cloud capacity
for Al applications
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Around 3,000 IT specialists are developing digital solutions at TUI — from the company's
own TUl app and technological platforms for the tour operator business to the integra-
tion of Al solutions in customer service. Employees can create and share their own Al
assistants for text work, data analysis or planning in the internally developed and com-
pany-wide 'Al Assistant Store'. Since its launch last year, more than 10,000 employees
have used the platform and around 2,000 individual Al assistants have been created by
employees.

Creating added value

TUl is also working intensively to maximise the potential of artificial intelligence on its
own platform. TUI uses around 15 per cent of its cloud capacity for Al applications.
Customers are benefitting from Al being used to process complaints more quickly and to
provide more personalised recommendations for their next holiday. In addition to these
initiatives, the technology team is looking at what holiday search and booking will look like
in the future. Initial tests in the UK are showing the way forward: instead of selecting from
drop-down menus, customers are talking to an Al assistant in the customer app. These
solutions are being developed by TUI's own technology teams. This strengthens Europe's
innovation and competitiveness.

Providing security

From a consumer protection perspective, one thing is clear for TUl: Al applications must
always be safe and traceable. At the same time, it is important to provide employees with
guidance. The TUI Executive Board and the Group Works Coun-
cil have therefore adopted a joint paper on the use of Al, which
for the first time sets out guidelines for the introduction and
use of new technologies. The Executive Board and the Group
Works Council are thus promoting an open, opportunity-orient-
ed approach to Al technologies at TUI, which will benefit both
the company and its employees.

20 %

faster call centre
handling through
Al support
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TUI Forests

PLANTING 15 MILLION TREES

Ten different programmes are on the TUI Care Foundation's agenda. One of these is the TUI Forest
Programme, which has planted more than 5 million trees worldwide in collaboration with local
partners by 2025. The foundation is now significantly expanding its commitment once again.

The aim is to plant a total of 15 million trees by 2030.

The TUI Forests are creating new natural habitats and conserving hundreds of thousands
Adopt a trlee of hectares of forest. At the same time, the TUI Care Foundation's projects always aim to
bring real benefits to local people. They also make use of the potential of tourism, which

With TUI Forests in more and more
countries around the world, the TUI Care

has an enormous positive impact in many parts of the world. The key objectives are:

Foundation is committed to afforestation

and forest conservation. With a tree adop-

tion, you too can contribute to the protec-
i eceive a personalised and source of food for people and animals.

e Protecting livelihoods: Forests are invaluable. They store water, prevent whole land-
scapes from drying out, protect soils from erosion and are an important resource

e Creating jobs: For the major reforestation programmes, the partners are estab-
lishing and operating dozens of tree nurseries around the world. This creates new
sources of income for more than 2,300 people.

e Strengthening sustainable tourism: Projects often also include measures to create
sustainable and natural tourism experiences. Together with its partners, the TUI Care
Foundation is, for example, restoring nature trails, developing hiking and kayaking
routes, and building footbridges and bicycle stations — the new infrastructure opens
up new sources of income for local people through tourism.

¢ Raising awareness among the local population: Long-term forest conservation
always needs the support of local people. That is why the projects offer a wide range
of workshops, for example on how to prevent forest fires. A special focus is placed
on schoolchildren, for whom specific excursions and educational programmes are
developed.

Key figures at a glance

People who have gained

Trees planted :
new sources of income

Protected forest area People involved

Holidaymakers who experience

Protected animal species .
P nature-based tourism here
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Aviation
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LIBERAL REGULATIONS MORE
IMPORTANT THAN EVER

Aviation policy plays a crucial role in the economic development of entire economies. While

protectionism hinders growth, liberal approaches open up opportunities for more jobs and

prosperity, as can be seen in Africa. Europe is called upon to promote openness towards other

countries — especially as it is a win-win situation.

Morocco: open tourism markets promote growth and prosperity

International arrivals 2012 - 2024

2012

Source: UN Tourism

Cabo Verde:
Tourism as a driver of prosperity

TUl is a strong partner for destinations. Take
Cabo Verde as an example: TUl was the first
travel group to invest heavily in the country
in the early 2000s, connecting the islands
to Europe with a regular flight schedule.
The tourism sector now directly or indirectly
supports almost half of all jobs. In 2007,
Cabo Verde left the UN list of the poorest
countries in the world — the successful
development of tourism played a decisive
role in this.
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EMAA
in force

Air service agreements between coun-
tries and regions sometimes regulate
in detail whether and how airlines

are allowed to fly to destinations in
other countries. The purpose of these
agreements is to reduce barriers.

This allows EU tourism businesses
and airlines to develop new market
opportunities and offer more choices

US$ tourism
revenue 2024 4

to their customers.
Destinations benefit in
many ways

Destinations also benefit. For exam-
ple, the liberal first Euro-Mediterrane-
an Aviation Agreement (EMAA) between Morocco and the EU has significantly increased
the number of flights and helped cities such as Marrakech and Agadir develop into major
tourist hubs, creating hundreds of thousands of new jobs. What is often overlooked is
that liberal aviation policies also open up new opportunities for African airlines. They

can expand their services to Europe and launch new routes within their home countries,
thanks in part to growing demand from foreign tourists. This is reflected in the high
growth rates of Moroccan airlines.

Egypt is taking a slightly different approach. Although it has not signed a liberal aviation
agreement with the EU, it allows foreign airlines to fly more freely to key tourist desti-
nations. Again, this benefits the domestic economy and domestic airlines. The Gambia

is taking a similar path, specifically promoting flights by major European leisure airlines.

In contrast, less positive examples include countries such as Kenya, which are pursuing
increasingly protectionist air transport policies, thereby posing challenges for their tourism
sectors.

Seek and intensify discussions

These examples show that those who opt for liberal aviation agreements can expect sus-
tainable growth, investment and rising prosperity. The EU is called upon to push for such
agreements with interested countries. At the same time, more should be done to explain
the benefits of liberal agreements to sceptical countries. These states and regions could
benefit significantly from more openness and tourism growth.
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YOUR CONTACT WITH US

Thomas Ellerbeck

Member of the Group Executive
.
Loy Committee of TUI Group and

Chairman of TUI Care Foundation

b
R
‘ v L thomas.ellerbeck@tui.com

+49 (0)30 60902060-60

Corporate Office EU

Dr. Ralf Pastleitner
Director Public Policy Markets & Airline
Head of the Corporate Office EU

ralf.pastleitner@tui.com

M 30 023020870

Corporate Office Destinations

ol

Alexander Panczuk

Group Director Policy & Reputation

of TUI Group and Executive Director
of TUI Care Foundation

Jh alexander.panczuk@tui.com

+49 (0)172 2814983

Corporate Office Berlin

Bernd Hoffmann

Head of Public Policy

Head of the Corporate Office Berlin
bernd.hoffmann@tui.com

+49 (0)170 5666080

Marie Vandeplassche

Head of Government Relations —
Destinations (West Med & Long Haul)
marie.vandeplassche@tui.com

+34 (0) 663 730 656

TUI - the world’s leading integrated tourism group

Vincent Snauwaert
Head of Government Relations —

Destinations (East Med & Long Haul)

)
j vincent.snauwaert@tuifly.be
i ‘ +32 (0)492 191331

@ Unique integrated business model

@ 430+ own hotels and resorts

a 18 cruise ships

% 125 modern short and long haul aircraft

33 million customers traveling to 180 regions

?
8

66,800 employees

olll

Turnover: 23.2 billion euros

o

Operational result: 1.3 billion euros
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