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Disclaimer

Park Partners Ltd is an appointed representative of Sturgeon Ventures LLP which is authorised and regulated by the FCA FRN # 452811. Park Partners Ltd is a limited liability
company (Company number 8923987). Their trading address is 57 Grosvenor Street London, W1K 3JA. This presentation has been prepared and will be distributed by Park
Partners Ltd. It is commercial in confidence and should not made public without our express permission in writing.

This presentation was prepared at the direction of the Treasury of the Isle of Man Government (“the Client”) and exclusively for the Client’s sole benefit and use and
therefore Park Partners owes no duty of care to any third party other than to the Client. Neither Park Partners, nor its respective directors, principals and personnel
(collectively, the “Park Group”) involved in performing or preparing this presentation, assumes any duties, obligations, liabilities or responsibility to any third party arising out
of their access to this presentation.

This presentation has been prepared based on information from various sources and all the sources will be clearly shown. This information is in line with COBS 4.2, in the FCA
Handbook (www.fca.gov.uk). The information has not been independently verified and no representation is made nor warranty given as to the accuracy or completeness of
any information or the reasonableness of any statements of opinion or belief.

Where this communication constitutes a financial promotion, it is issued and only made available to, and directed at, (a) persons who have professional experience in
matters relating to investments falling within Article 19(1) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”) or (b) high net
worth entities, and other persons to whom it may otherwise lawfully be communicated, falling within Article 49(1) of the Order (all such persons together being referred to
as “relevant persons”).

This presentation should not be acted or relied upon by persons who are not relevant persons. Any investment or investment activity to which this communication relates is
only available to relevant persons and will be engaged with only relevant persons. This communication is being made to Professional Clients and Eligible Market
Counterparties only, including Regulated Professional Advisors.

This presentation is for the Client’s private information and should not be used or viewed as guidance, recommendation or solicitation for any investments.

Past performance is not a guarantee for future returns. The value of investments and the income derived from them may fluctuate and you may not receive back the
amount originally invested. Currency denominated investments are subject to fluctuations in exchange rates that could have an effect on the Investor’s return.

The distribution, reproduction or other use of all or any part of this presentation is prohibited. Neither this presentation nor any of the accompanying documents or
information may be reproduced in whole or in part, nor may they be used for any purpose other than that for which they have been submitted, without prior written
consent.
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Why Acquire IOMSP Today?
e

o The IOMSP is of vital national strategic importance to the people of the Isle of Man - acquiring the
company would give the loM Government strategic control

e This is a one time opportunity to acquire the IOMSP at a fair / market price

= |f transaction not executed now, IOMSP shareholders highly unlikely to entertain an offer from IOMT
in the future

o Forecast IOMSP cash flows would provide an attractive return on IOMG funding if the company is
acquired at fair value

o If the company is not sold to the IOMT, the IOMSP will likely be “run for cash” by the shareholders with a
reduction to current service levels and no investment in new vessels

=  Tynwald has already rejected the idea of extending the UA through the SSSA proposed by the IOMSP

e If IOMSP is sold to another party, it will be on the basis of profit maximisation until the end of UA in Sep
2026

e Costs and risks of setting up new company at end of UA are significant
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Valuation Methodology
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Valuation Methodology

Cash Flow Valuation

Free Cash Flow Calculation Valuation of Free Cash Flows

__________________________________________________

i Total costs (excl. depr.) i (X)

1
T i 4.
| Arrow charter costs : (X)

__________________________________________________

(G (X) .#.

T T T T T T T oo T oo oo oo —— - 1 . . .
| Change in working capital (X) L_““_P_ls_c_o_l.l_rlt_e_d_'[e_r_rr_u_n_a_l _V_a_llf_(?s_?f)f)l_lﬁt_ﬂ?_) ________
L
I
I
(T T :
! Unlevered Free Cash Flow )

PARK

PARTNERS




4> Valuation Periods
et I R————————————

IOMSP worth more to loM Government than to the Seller Illustrative Cash Flows

=  The Sellers only has certainty of cash flows from Additional cash flow avalable fo loMG
IOMSP over the remaining period of the User ‘

Agreement to Sept 2026 ‘ ‘ ‘
J v

'19’»'»'»'»'9'»'9

=  When calculating Value to the Seller, we have
therefore only valued cash flows over the next 8.5 Cash flow available to Seller
years

= |f loM Government acquires IOMSP, it can benefit
from the cash flows into the foreseeable future(®

substantially less than the value to loM
Government

= The value of the business to the Seller is
=  This value is only realised by acquiring IOMSP

....................................

PARK (1) 2042 assumed in valuation plus terminal value thereafter

PARTNERS Source: Indicative numbers provided for only illustrative purposes




Modelling EBITDA Forecasts
T T

Value to Seller - Increasing EBITDA margins in line with UA terms
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Other Valuation Considerations
e

Working Capital IOMSP’s working capital varies significantly through the year but the average level grows broadly
in line with sales

Capital IOMSP has a prudent level of capital expenditure which has been maintained through forecast
Expenditure period to ensure reliability of services
New Vessels No expenditure on new vessels has been assumed in Value to Seller as the Seller would not invest

without a new User Agreement
Value to IOMT assumes £85m is invested in new or nearly new vessels by 2023
Terminal Value It is assumed that Seller could sell the vessels at the end of the User Agreement period
A ‘terminal value’ to account for ongoing ownership after 2042 is assumed in Value to IOMT

Debt & Cash Valuations are on theoretical basis that there is no cash or debt in company; adjustment is made
to the price paid for acquired cash (increase price) and debt (reduce price)

Pensions Pension deficits are assumed to be a debt and price paid is reduced commensurately
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Company Valuation
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Base Case Valuation (£€m)

Value to Seller
e

Valuation £m
PV of 8.5 Years Cash Flow (1) 115.7
PV of vessels in 2026 4.4
Total EV 120.0
Unlevered Free Cash Flow 177.7
Difference vs. Total EV 57.6
() From 31/3/18 - 30/9/26

Implied EV / Underlying EBITDA Multiples

2017 EBITDA 5.8x
2018 EBITDA 5.5x

Downside Case Valuation (£€m)

Valuation £m
PV of 8.5 years cash flow (2) 98.7
PV of vessels in 2026 4.4
Total EV 103.0
Unlevered Free Cash Flow 149.2
Difference vs. Total EV 46.2
() From 31/3/18 - 30/9/26

Implied EV / Underlying EBITDA Multiples

2017 EBITDA 5.0x
2018 EBITDA 4.8x

The most recent valuation produces a Base Case valuation of £120.0m, £2.7m lower than the agreed transaction entity value

PARK Source: Park Partners analysis
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Base Case Valuation (£€m)

Value to IOMT
T

Valuation £m
PV of 24.5 Years Cash Flow () 170.4
PV of Terminal Value 8.0x 52.2
Total EV 222.5
Unlevered Free Cash Flow 534.1
Difference vs. Total EV 311.5
() From 31/3/18 - 30/9/42

Implied EV / Underlying EBITDA Multiples

2017 EBITDA 10.8x
2018 EBITDA 10.2x

Downside Case Valuation (£€m)

Valuation £m
PV of 24.5 Years Cash Flow (1) 1315
PV of Terminal Value 8.0x 37.5
Total EV 169.0
Unlevered Free Cash Flow 397.1
Difference vs. Total EV 228.1
() From 31/3/18 - 30/9/42

Implied EV / Underlying EBITDA Multiples

2017 EBITDA 8.2x
2018 EBITDA 7.9x

The most recent valuation produces a Base Case valuation of £222.5m, which is £99.8m higher than the agreed entity transaction value

PARK Source: Park Partners analysis
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Valuation Scenarios

CPI Growth Valuation (£m)

Valuation £m
PV of 24.5 years cash flow (1) 140.3
PV of Terminal Value 8.0x 40.0
Total EV 180.2
Unlevered Free Cash Flow 423.9
Difference vs. Total EV 243.7
(2) From 31/3/18 - 30/9/42

Implied EV / Underlying EBITDA Multiples

2017 EBITDA 8.7x
2018 EBITDA 8.3x

Value to IOMT - Scenarios
T

No Fare Growth Valuation (£€m)

Valuation £m
PV of 24.5 years cash flow (1) 17.6
PV of Terminal Value 8.0x (6.2)
Total EV 11.4
Unlevered Free Cash Flow (15.6)
Difference vs. Total EV (27.1)
(2) From 31/3/18 - 30/9/42

Implied EV / Underlying EBITDA Multiples

2017 EBITDA 0.6x
2018 EBITDA 0.5x

CPI growth reduces the Value to IOMT to £180.2m, which is £57.5m higher than the agreed entity transaction value
No fare growth results in a marginal valuation of £11.4m
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Source: Park Partners analysis

CPI Growth: revenues and costs growth at 2% CPI over forecast period
No Fare Growth: Fares grow at 0%, volumes grow at 0.5%, costs growth at 3.1% RPI



Summary

Valuation Summary

250
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Transaction Value

Seller Base Value Seller Downside Value IOMT Base Value IOMT Downside Value

Acquisition value of £122.7m marginally higher than calculated Value to Seller; c. £100m of additional value available to loM Government

if the acquisition is approved and completed
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Comparable Valuation Metrics
e

Comparable Company Multiples / Valuation Comparable Transaction Multiples / Valuation
Mkt Cap EV EV /EBITDA (x) EV EV/EBITDA
Company (€m) (€m) 2017e 2018e Date Buyer Target (Em) (x)
Irish Continental Group 1,100.0 1,060.4 13.2x 12.6x
Jul-03 Montagu PE IOMSP 142 11.7
DFDS Group 2,836.4 3,187.8 8.9x 7.7x . .
Jan-01 RBS VC Fund Wightlink 180 10.3
Tallink 700.0 1,176.7 7.4x 7.5x Oct-05 Macquarie IF  IOMSP 225 11.4
Fjordl 534.1 670.8 6.8x 6.4x Jun-05 Macquarie IF Wightlink 230 14.2
IOMSP Valuation Range Low (Em) High (Em) IOMSP Valuation Low High EV/EBITDA
_ (Em) _(Em) (x)
Multiple 8.0x 10.0x Multiple 10.3 11.7 Average 11.9
EBITDA (2018 21.8 21.8 Medi 115
EBITDA (2018¢) 21.8 21.8 (2018e) edian
EV 225.6 255.8 Min 10.3
EV 174.4 218.0 Max 14.2
PARK Source: CapitallQ
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