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Irish Ferries - Roll On Roll Off
Freight 2003

Irish Ferries operates two plrposa built Bo-Ro
fermies and haes the largest capecity for Bo-Ro freight
between Ireland and Britain. Departum times are
sohaduled to complement freight oustomer
recuirements. [n 2003 freight carmyings: reached &
rew high of 207,000 units Boross our route
rmetwork, 8 3% inorease over |est year. Howewer due
to competitive pressures theme hes been a fall in
our yiekds, which ware down 4% in the year

The improvernent in |eland's economy resulted in
a retumn to growth in the fréight market in 2003;
During the year Irish Ferries wolume growth of 3%
outperformed maerket growth of 596, Our
investmenrt in recent years has foocussed on
prewiding first class tornnage for the moll on rall off
freight market. We deploy two of Europe's largest
multi-purpose wessa|s on the Cantral and
Southern Corridors and this has allowed Irish
Ferries to become the market leader on Ireland's
short sea freight routes;

Volumes on our Dublin - Holyhead route grea by
1195 ta TAB, 100 units, whilkst there was an
incree=e of 4% on our Ros=lare - Pembroke s=rvice
to B0, 100 units. On the Ielend - FrRne outes
wyolumes were broadly undeanged,
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During the yaar we experienced an increasingly
competitive climete. Our primary short sea
campetitor introcueed ness capacity on'tha Dublin
- Holyhead reute. Another competiter, ohthe long
saa Dublin routes, expenienced difficulties and was
obliged to seek protection under the
Administration process, Two opem@tors attempted
to corsolidate ther operatiors in 2003 illustrating
the underlying overcapacity in the market.

The incressed competition and excess capadty
wias evidenced through the 4% fall in our yields in
2003, Irsh Farries freight markst position was
meintained becauss of its close commemxial
relationship with reguler customers. Cur reliable,
high guality service, combined with good walus
shipping rete packages, ensred that our position
&= market lsader on our key routes remeired solid.

FERRIES AND TRAVEL DIVISION

« Dperates combined pasenger # Ro-Ro ferries
+ Charters farmies to third parties
= Prowides holiday and travel ssrvices

Turnower £1702m  -198
EBITDOA E424m -39
Profit before restructuring

prowision; interest and tax  £25.2m  -20%
Restructuring Provision =4.8m -

2003 was & testing yesr for toursm and Ro-Ro freight
merkets, |n the Fermes and Travel divison tumowver fill
1% whie profit (hefors interest and tax snd Bn
exceptionsl Estrctring provision) fell by 2085,

Irsh Ferries pessanger and Ro-Ro freight servicas
parformed wellin volume terms with record
carmyings of cars (407,000 units) a nd freight units
(201 200 units) . Howeser, compstitive pressures on
pricing and tha negative impact of the weaker
starding on cur Euna denomingted seamings mesnt
ircresses in volumes carmied did not trarsksts iro
increesed revenues and profits. For the ship
chartering compa nies tha Eurn velue of seding and
LIS dollar denomineted drarters fall.

Irish Ferries - Passenger ferries

The uncertainty created by the warin Irag and a
challenging econamic climate creatad a difficult
start to the year, The total Irih Sea market fell in
the first half of the year, although it recovensd
somenwhat during the sscond half of the year,
which ircludes the peak summer s=ason. Dwarall
i 2X13 there wes no growth in the car market,

Iri the cantaxt of these markets and inoressad
competition - in the form of rew tormage
introciicad by our main competitor on the Irsh Sea
and mew routes introduced by |ow cost airlines -
Irish-Farries. performance in volurme terms wes
geod, In 2203 we continued to gnow ewr Irish Sea
buisiness, with car camyings increasing by 376
awsistad by 8 strong pedformancein the British
merket. In total, ecross all our routes, we' had record
carmyings of 407,000 cars, a 2% incresse on 2002

Cur yelds wers affacted by the competitive
pricing envronment and by the waakened vabe
of stading. The UK market & 8 key market for Irish
Farries and a sgnificant proportion of our revenue
is earned thare. Although basa starling yields wers
broadly undanged in 2003 everage pessengaEr
rates fall in Eurd tarms. In- 2003 our yields in Euro
tarms were 459 [owear overall.

A large proportion of Irish Ferries' costs am fixed.
Qur payroll cost basa hes incressad in recant
yeams in eccordance with centrally regotisted rish
ratioral wege egreements and has movad out of
lire with that of our competitors. During 2003
Irsh Farries commenced & process of consultation

Total passenger numbers aoross our mutes wWere
urehanged at 1.7 million. Car passngers
imcreased by 3% whikt the lowsr yeld foot
pamenger business dropped by 119%. Mast of this
daclinge resulted from the reductionin the total
foot. pasenger rmarket.

with its workforos with B wiew to redicing on-
going eosts and improving competitivaness. YWe
heve made 8 prowision of €4.8 milionin 2003 for
the estimated costs of implementing the changes
arisirg from this consultation: process.

Dur strategy & to foous on short routes with-high
utilisation of ships. On the Iish Sea we oparate
betwesn Dublin and Holyhead and betwesn
Roslare and Pembroka, ©On the Dublin Holyhead
route we deploy two femies - Uiyses; the world's
largest car ferry, with superb operational
performance and relisbility end the Dby S,
which offers a spesdy oossing time of 108
minutes. Both offer cur tredemark bigh guelity on
bioard sarvice. The market esponded particularly
wel| to the Swift in 2003 end she achieved
sgnificant growth in pasenger numbers. Total
car volumes on this route increasesd by 5%,

VOLUMES 2008 002 change
Passanger

mumbers 1.7m 1.1m

Total car carryings. 407,000 400000 2 +2%
Irish Sea

Car carryings A52000 AN D0 +3%
Ireland - France

Car Carryings 55,000 58000 -7
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In the absence of amy increasa in the size of the
total merket in 2003 ocur growth depended on
our ahility to increasa our market share, which, in
turn, depended on our customers choosing us
from the broad range of travel options avsilsble.
‘We made Irsh Ferrias an stiractse option by
offering & high guality product and excal et
oustomer sarvice gt the rght price,

In recant years we invested heavily in high quality
vesek which provide safety, reliability and the
utrnost levals of comfart for our pessengars.
Customer sarvice &a top prionty for the
management team. Our goal s thet of cperatione|
excallence and the opemtional tar gets that we set
are dependent upon the corsisent delivery of a
relishle, timely and high guality sarvice.

There s ongoing chenge in our digtri bution
chanrels, with a move towands direct orline
bookings. In 2003 we continued ta improve our
web-based ditribution by improwving travel agart
BcCEss 0 our ressnvations systam wia the:intemet
and by enhancing our direct coetomear
relationship managemeant. Gwen the increasinghy
competitive fares environment, we wera obliged
to-raduce the oosts of our travel trade act ivity,
ircluding 8 geraral reduction in trewel agert
commissiors in ireland and Britain.
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On tha Southem Corridor, served by the vasa|
ke of insshmare, markst conditions were: relatively
maore ehallenging. However, despite the drop in
the owem@ll Southern Comdar market, Irish Farries
rmiaintai ned car wolumes and suffered only 8 1%
reduction in overall pessenger numbsrs.

For the first Lime in six years, the ferry market
betwean Ireland and France dedined, with a 2%
redudtion in car yolumes, Most of this rduction
resulted from the corsiderable inoesse in dirct
dir servicas between Ireland and Continental
Europe, particularly Franoe. Although there was a
reduction in our volumes, our-average yields
rermeined strong on this routa, nautralising any
negatie impact on revenues.

lrishiervies @ Com

Dur website, irlshferries.eom, continued tha
grewth trend of recent. years, with 24% of
bookings made wia our website. We increased our
ability to trade wia this channel, as it offers good
commenzial opportunities, improved customer
sarvice Bnd cost reduction potential. We ware
pleased that the site wes recognisad &s Besi
Wehsite by Dublin Tourism in their 2003 -Annual
Business Entarrse dwards.

Dur marketing effort in 2003 emphesised the
good velue on offer through our fares stnichre
alang with our trademark high' quality sErdos.
Ressamh plays & strorg mis in the development
of our product 8 nd oustomer feedback foouses
our development plams.

Changes made in our orrboerd sarvices this year,
inciding improved food and beverage delivery,
have been driven by comments from customars.
Owur dedicated oustomer support funotion
reported & 13% fall in the number of complaints
received in 2003,

‘We were delighted to win the Best Ferry Company
award for the seventh year in succession st the Irsh
Travel Trade 2000 awards. As alweys this is made
possible by the cortribution of cur experienced
ard friendly staff who have maintained thair
commitment tothe provision of the Highest level
of customer care on a yaar mund besis.
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Outlook
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Schedule mtegrity i key o the prowsion
of an sxcefant Ro-Ro freight serwics;

Dublin / Helyhead B9 scheduled
{Liys5es) 58jlings achieved
Rosslare /' Pambroke B88% sohedulad
{15t af inshrmore] sailings achieved
Rosdlare / Franca 585G scheduled
(W orrmandy) sgilings achieved

Two of the Group's veseks - the 2400 bed cnuke
ferry Pricke of Bilbao and the car and freight ferry
Pride of Cherhowrg - aret on barsboat charter to a
third party. PO Eurnpean Femies. These charters ame
cenomingted in Sterling and in L& dolers Conss-
quenth charsr income =@l in 2003 in Eum terms,

In Summer 2003, the comsimer magazi e
"Holiday Which® carried out & survey of 13 ships
or the UK - Contimental roote. £f 13 vessals
surveyed it rated the Pride of Bilbao es.oma of the
“smertest ships’ and thet with tha "widest choica
of eating and drirking werues". The Pride of
Cherbaung was noted 5.8 “compatant, comfy ship
with good play fecilities for children®.

Travel services

Irsh Farries Holidays offers custamers a choice of
halidey peckages and this business made anothar
positive contrbution in Z003. The rading
environment for our UK high strest travel agents
ramai ned challenging. We cortinued their
restrueturing by eorsolidating our bLEness inta
four branches. We refurbished one of our London
agemcies and relocated our Branch in
Birminghham,

In 2004 the toursm merket is expested to remain
challenging. We will continue to work with
tounsm agencies such 85 Tourem Ireland Limited,
the all Indand tounsm body, to encourage ™ own
car” tourem imta Irelard: Givan the competitiva
erwironmert we will remain focussed on costs
and we eapect to each 8 successful condusian
to our process of consuttation with our staff in our
bid to restore cost compatitiveress. We will also
cortinue to strengthen our intemat offering to
mazimisits distribution poterttial,

We am optimistic that thare will be further
groawth in the Bo-Ro freight merket in- 2004,
heving experienced strang grovth in this market
in the latter half of 2003. Irish external trade data
shown thet esry 2004 import and export
wolurmes are benefiting from a pick-up in global
demand corditiors and we fesl we are ideally
placed to take advantage of this.

In 2004, our customers” needs will emain at 'the
forefront of ell our plans. |n our incressingly
competitive market we recogniss the nesd to
maimtain high standards and we hops that our
customers will continue to respond positively.
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