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Our Investment Case

Positioning the group for growth

Irish Continental Group (ICG) is the leading Irish-based maritime
transport group. We carry passengers and cars, Roll on Roll o
freight and Container Lift on Lift o freight, on routes between
Ireland, the United Kingdom and Continental Europe. We also
operate container terminals in the ports of Dublin and Belfast.

We aim for continued success in our chosen markets and focus our e orts on the provision
of a safe, reliable, timely and high quality experience for all our customers.

We will achieve success by anticipating our customers’ needs and matching their
requirements with superior services through constant innovation and the rapid application
of technology.

We measure our success through the quality of our service, as seen by our customers,
which should result in delivering sustained and pro table growth for the bene t of our
shareholders and sta .

© More online at icg.ie

ROACE

32.5%

2017:39.71%

Free Cash Flow

€45.9m

2017: €63.9m

Adjusted EPS

23.1c

2017:31.0c

Net Debt/ EBITDA

1.2X

2017: Net Cash
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Irish Continental Group (ICG) is the leading Irish-based maritime transport
group. We carry passengers and cars, Roll on Roll o (RoRo) freight and
Container Lift on Lift o (LoLo) freight, on routes between Ireland, the
United Kingdom and Continental Europe. We also operate container
terminals in the ports of Dublin and Belfast. The Group also carries out ship
chartering activities.

Modern eet of multi-purpose ferries and LoLo Container shipping services between Ireland and

container vessels operating between the Republic ~ Continental Europe, operating modern eet and

of Ireland and Britain and Continental Europe, and  equipment, as well as stevedoring and related

on charter. services for container tra ¢ at Dublin and Belfast
Ports.

1.5 million passengers carried during 2018 on up to

17 daily sailings.

Key freight positions on short sea routes between
the Republic of Ireland and Britain.

Inclusive package holidays to the Republic of
Ireland and Britain.
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Financial Highlights

Revenue

€330.2m

(2017: €335.1m)

EBIT

€46.3m

(2017: €60.3m)

EBITDA*

€638.4m

(2017: €81.0m)

Net (debt)/ cash*

£80.3m)

(2017: €39.6m)

Basic EPS

30.4 cent

(2017: 44.1 cent)

Adjusted EPS*

23.1 cent

(2017: 31.0 cent)

ROACE*

32.5%

(2017: 39.7%)

*De nitions of alternative performance measures are set out on page 24.

Our Group at a Glance

Irish Continental Group is a customer focussed business with

a pivotal position in the logistics chain facilitating Ireland’s

international trade and tourism.

L1

Strategic short

sea RoRo routes
operated by Irish
Ferries providing a
seamless connection
from Ireland to the

UK and Continental
motorway network for
the 283,700 RoRo units
carried in 2018.

Always on, always in
touch our shipping
and terminal services
operate 24/7, assisted
by investment in
modern booking and
tracking systems to
ensure our customers
can keep in touch over
a variety of platforms.

Reliability underpinned
by major investment

in tonnage and
maintenance of quality
assets ensuring the
high levels of schedule
integrity demanded by
our customers.

©

Fastest crossing on

the Irish sea on board
the Irish Ferries Dublin
Swift fastcraft service
with a sailing time

of 2 hours between
Dublin and Holyhead at
speeds of up to 65 kph.

@

Strategically located
container terminals
which handled 310,000
container units during
2018 in Ireland’s main
ports of Dublin and
Belfast for shipping
operators providing
services to key
continental hub ports
and onwards access to
global markets.

Key contributor to
regional tourism in
Ireland, Irish Ferries
carried 1.5 million
passengers and
392,700 cars during
2018 with research
indicating that car
tourists stay longer and
travel outside the main
urban centres.

Connected container
transport services
provided by Eucon,
transporting 327,600
teu (twenty foot
equivalent unit) in 2018
between Ireland and 20
countries throughout
Europe by sea, road,
rail and barge.

High standard on-
board experience
enjoyed by our Irish
Ferries customers
encompasses quality
food, beverage,
entertainment and
accommodation
services. Passengers
are never out of touch
with free satellite wi-
services.

Business Review

o
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Five Year Summary

Condensed Income Statement Information 2018
€m

Revenue
Operating expenses and employee bene ts expense ()
Depreciation and amortisation ()

2017
€m

(

2016
€m

)
()

(

2015
€m

)
()

(

2014
€m

)
()

Non-trading items *

Interest (net) ()

()

0)

)

Pro t before taxation

Taxation ()

)

O)

)

)

Pro t for the year

EBITDA (excluding non-trading items)

Per share information: €cent
Earnings per share

-Basic

-Adjusted?

€cent

€cent

€cent

€cent

Dividend per share

Shares in issue at year end: m

At year end
Average during the year

1 Non-trading items are material non-recurring items that derive from events or transactions that fall outside the ordinary activities of the Group

and which individually, or, if of a similar type, in aggregate, are separately disclosed by virtue of their size or incidence.

2 Adjusted earnings exclude pension interest and non-trading items.

Condensed Consolidated Statement of Financial Position 2018
€m

Property, plant and equipment and intangible assets
Retirement bene t surplus
Other assets

2017
€m

2016
€m

2015
€m

2014
€m

Total assets

Equity capital and reserves
Retirement bene t obligation
Other non-current liabilities

Current liabilities

Total equity and liabilities

Condensed Consolidated Statement of Cash ows

Net cash in ow from operating activities

Net cash (out ow)/ in ow from investing activities ()
Net cash in ow/ (out ow) from nancing activities

Cash and cash equivalents at the beginning of the year

E ect of foreign exchange rate changes

()

()

()
)

()

—~ o~
~—~ ~—

()

Closing cash and cash equivalents

€m
Net (debt)/ cash ()

€m

€m

()

€m

()

€m

()

Times

Net debt/ EBITDA X

Times

N/A

Times

Times

Times

Gearing (Net debt as a percentage of shareholders’ funds)

N/A

Business Review

[ERN
[N



Chairman’s Statement

2018 proved to be a challenging year operationally for the
Group but one in which signi cant progress was made in its

strategic development.

Financial Outcome

The overall nancial outcome for the Group was a
Pro t after tax before non-trading items of €44.1
million (2017: €54.6 million). EBITDA generated
was €68.4 million (2017: €81.0 million) from total
revenues of €330.2 million (2017: €335.1 million).

The Group performance re ected the outcome

in our Ferries Division where EBIT before non-
trading items was €34.2 million (2017: €49.1
million) adversely a ected by a planned reduction
in external charter revenues, technical issues
with our vessel Ulysses and the extraordinary
circumstance of the late delivery of our new
vessel W.B. Yeats.

In the prior year, the Ferries Division had
generated external charter earnings of €4.7
million on the vessel Kaitaki which was sold in
May 2017 and the Westpac Express which was
redelivered to the Group in November 2017.

The Westpac Express renamed the Dublin Swift
was upgraded to Irish Ferries passenger service
standards in early 2018 replacing the Jonathan
Swift which was sold in April 2018. The vessel
sales generated pro ts before tax of €28.7 million
and €13.7 million reported as non-trading items in
nancial years 2017 and 2018 respectively.

The Irish Ferries performance was a ected by

a major disruption to schedules on the Dublin/
Holyhead route due to technical di culties on

the agship vessel Ulysses. These rst occurred
at the start of the busy summer season and
occurred intermittently throughout the remainder
of the year. This level of cancellation on Ulysses
was unprecedented given that vessel's previous
99% schedule integrity since entering service in
2001. While Irish Ferries undertook mitigating

actions to reduce the e ect of the disruption

by rescheduling other vessels in its eet, the
cancellations resulted in a signi cant reduction in
Irish Ferries RoRo capacity in the second half.

The extraordinary circumstances surrounding the
late delivery of our new cruise ferry W.B. Yeats
was disappointing and unprecedented in the
Group’s history of commissioning new vessels at
European yards. Scheduled for delivery in May
2018, the vessel was not delivered until December
2018, missing the revenue generating opportunity
of the busy Ireland/ France tourism season. The
follow on e ect was that the Group rescheduled
the majority of a ected passengers on other Irish
Ferries sailings which depressed yields compared
to the prior year. Nevertheless | very much regret
the inconvenience that these cancellations caused
our customers.

Performance in our Container and Terminal
Division was improved with an EBIT of €12.1
million (2017: €11.2 million) and throughput in our
terminals at Dublin and Belfast showed strong
growth.

Strategic Development

Notwithstanding the performance in 2018 our
strategic plans regarding the recon guration of
our Ferries eet remain intact. While the delay
in delivery of W.B. Yeats was disappointing this
should be viewed in light that it is a long life asset
of 30 years or more. The W.B. Yeats is now in
service, initially on the Dublin/ Holyhead service
before moving to cover the Dublin/ Cherbourg
service in March for the spring and summer
seasons.

Business Review

=
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Chairman’s Statement

Continued

The Dublin Swift has undergone additional works
to increase car deck capacity and will re-enter
service in March on Dublin/ Holyhead o ering
faster crossing times compared to conventional
ferries.

The Ulysses has undergone an extensive drydock
with a view to returning to the previous levels

of reliability on Dublin/ Holyhead. The Isle of
Inishmore which operates our Rosslare/ Pembroke
Service has also undergone additional drydock
works based on learning from the Ulysses issues.
We have retained the charter of the RoRo vessel
Epsilon which we operate on both Dublin/
Holyhead and Dublin/ Cherbourg pending
delivery of our second new vessel scheduled for
late 2020. With the full operational eet now in
position we look forward to a period of growth

and additional revenue generating opportunities.

Our nal vessel the Oscar Wilde is providing
drydock cover for the other vessels in our eet but
has not been scheduled for service after March
and is o ered for charter or sale. While the Group
had intended to operate a summer only service
on Rosslare/ France with this vessel, these plans
were reviewed following the National Transport
Authority interpretation of the EU Regulation
covering Sea Passengers. These interpretations
are especially penalising for operations out

of peripheral ports like Rosslare. The Group

has taken the rst step to challenging these
interpretations through the courts.

With a year end net debt of €80.3 million (1.2

times EBITDA), available liquidity resources €215.1
million and strong cash generation the Group is
actively seeking out new investment opportunities
that meet the Groups stringent investment

hurdles.

Proposed exit of United Kingdom from

the European Union

It remains unclear what the exit mechanism

will consist of. The Company’s ferry division is
highly dependent on trade ows between Ireland
and the UK. Therefore any slowdown in either
economy as a result of the proposed exit of United
Kingdom from the European Union will likely have
an e ect on Irish Ferries carryings.

The Group is happy to note that that the long
standing Common Travel Area arrangements are
expected to remain allowing free movement of
passengers between both jurisdictions. It is also
noted that the UK have con rmed their adherence
to the Convention on the Contract for the
International Carriage of Goods by Road which
will facilitate retention of the landbridge route
through the United Kingdom.

Irish Ferries has engaged with its port operators
and regulatory authorities to minimise the e ect

of any port disruptions on its services following
the UK exit. Should port delays occur in the short-
term on Irish sea services while new cross border
procedures settle in, Irish Ferries deployment

of the W.B. Yeats on Dublin/ Cherbourg has
already added signi cant capacity to the direct
continental services. In addition due to the revised
eet con guration Irish Ferries has the ability to

o er additional frequency on its direct continental
services should demand justify it.

The proposed exit of United Kingdom from the
European Union is expected to have a lesser e ect
on our container shipping operations between
Ireland and the continent. There is a risk of delays
or congestion at European ports with some
potential for increased ows, dependent on Irish
economic growth.

Corporate Governance

The Board acknowledges the importance of

good corporate governance practices. We have
developed a corporate governance framework
based on the application of the principles and
provisions of the UK Corporate Governance
Code and the Irish Corporate Governance Annex.
| report on this framework in the Corporate
Governance Report on pages 64 to 73.

During the year, | led the annual evaluation of
Board performance of which further details are
set out in the Corporate Governance Report on
page 68. As Chairman, | am satis ed that the
Board operates e ectively to ensure the long

term success of the Group and that each Director
is contributing e ectively and demonstrating
commitment to their role. The Board has noted the
revised UK Corporate Governance Code issued
in July 2018 and is currently reviewing how best
to evolve its governance processes in order to
achieve compliance with the revised Code.

Dividend

The Group has adopted a progressive dividend
policy. During the year the Group paid the nal
dividend for 2017 of 8.15 cent per ICG Unit. The
Group also paid an interim dividend for 2018 of
4.21 cent per ICG Unit, and the Board is proposing
a nal dividend of 8.56 cent per ICG Unit, payable
on 7 June 2019, making a total dividend for 2018
of 12.77 cent per ICG Unit, an increase of 5.0% on
the prior year.

Outlook

Following the challenging year operationally in our
Ferries Division, our vessels are now operating on
their planned schedules. The newly introduced
W.B. Yeats currently operating on Dublin/
Holyhead will switch to the Dublin/ Cherbourg
service in mid-March in conjunction with the
recommencement of our Dublin Swift fastcraft
service on Dublin/ Holyhead.

In the period from 1 January 2019 to 2 March 2019
in the Ferries Division, Irish Ferries RoRo freight
carryings have increased to 47,500 units, an
increase of 10.4% over the same period in the prior
year. This is largely attributable to the increased
capacity provided by the W.B. Yeats on the

Dublin/ Holyhead route during the 2019 drydock
programme, assisted by more benign weather
conditions than in the same period in 2018.

Irish Ferries tourism volumes were a ected by
the decision to suspend the tourism only fastcraft
services during the Winter months, together

with a later availability on our booking system

of certain sailings pending nal commissioning

of the W.B. Yeats. Car volumes at 31,700 cars
were down 9.7%, over the similar period in 2018,
while passenger carryings at 119,000 were down
11.3%. The planned winter layup of the Dublin
Swift is instrumental to driving cost savings and
operational e ciencies.

In the Container and Terminal Division the growth
trend seen in 2018 has continued into 2019 with
overall container volumes shipped up 7.5%,

while port lifts were up 5.9% in the period from

1 January 2019 to 2 March 2019 compared to the
same period in the prior year.

World fuel prices strengthened over 2018, but the
current levels in early 2019 remain at manageable
levels with our fuel surcharge mechanisms
partially mitigating the volatility e ect.

Whilst mindful of the uncertainty created by

the proposed exit of the UK from the EU, with
signi cantly increased eet capacity and the
new year-round freight o ering on our direct
service on the Dublin/ Cherbourg route we are
well placed to target volume growth in all our
markets. We look forward to leveraging the
revenue generating opportunities of our recent
investments in the W.B. Yeats and Dublin Swift.

John B. McGuckian,
Chairman

Business Review
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Chief Executive’s Review

2018 Performance

2018 was a positive year for the Group where the long term operational
and nancial position continued to strengthen. This was achieved despite
some challenging operational issues in our Ferries Division which resulted
in a reduction in year on year performance. Notwithstanding I'm pleased
to report the following outcomes before the e ects of non-trading gains

in our key performance indicators demonstrating the resilience of our

business model:

» EBITDA of €68.4 million (2017: €81.0 million)
« EBIT of €46.3 million (2017: €60.3 million)

¢ Return on average capital employed 32.5%
(2017: 39.7%)

¢ Adjusted EPS 23.1 cent (2017: 31.0 cent)

* Free cash ow before strategic capex was
€45.9 million (2017: €63.9 million)

The performance in the Ferries Division,
generator of 78% of Group EBITDA, was the main
contributor to the lower performance over the
prior year with a reported EBITDA of €53.6 million
(2017: €67.3 million). The Chairman in his review
has outlined the operational reasoning behind
these performance gures including the planned
cessation of certain external charter activities
underpinned by strong disposal proceeds on the
retired assets, technical issues on our agship
vessel Ulysses and the delay in delivery of our new
vessel W.B. Yeats.

Notwithstanding the e ect of the schedule
disruptions arising on Ulysses and W.B. Yeats
on the 2018 nancial outcome, these should be
viewed as single year performance issues against
the Group’s historic record of managing returns
on its key long term assets with an expected
economic life of 30 years. The Ulysses has
undergone an extensive drydock programme in
early 2019 and | look forward to her establishing
the previous levels of reliability. The W.B. Yeats
completed its delivery voyage to Dublin on

22 December 2018, being layed up over the
Christmas holiday period before entering service
with Irish Ferries on 22 January 2019, initially
serving the Dublin/ Holyhead route before
transferring to Dublin/ Cherbourg in March.

Performance on the Container and Terminal
Division was more stable. EBITDA in this division
increased to €14.8 million (2017: €13.7 million)
with EBIT rising 8.0% to €12.1 million (2017: €11.2
million). This re ected increased activity in both
container shipping operations in Eucon and
container handling activities at our terminals in
Dublin and Belfast.

Business Review
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Chief Executive’s Review

Continued

Financial Position

The Group ended the year in a stronger position

nancially with equity attributable to shareholders
increasing by €29.1 million to €252.9 million. This
was achieved after returning €23.5 million (2017:
€22.2 million) to shareholders by way of dividend
with the underlying dividend per share increasing
by 5.0%.

Net debt at year end was €80.3 million compared
to net cash of €39.6 million in the prior year. This
represents a Net Debt/ EBITDA leverage of 1.2
times. The migration to the net debt position is
mainly attributable to our capital spend of €176.1
million during the year, principally on the new
vessel construction programme. This investment
programme is supported by cash generation

and long term debt facilities with maturities

out to 2030. Gross debt of €205.0 million was
outstanding at the year end with gross cash
balances of €124.7 million. In addition to drawn
debt, the Group had available undrawn committed
facilities of €90.4 million.

Strategic Performance

As Chief Executive my key responsibility is to
drive future pro table and sustainable growth of
the Group. I'm happy to report that on a strategic
level signi cant progress was made during 2018 in
preparing the Group for future long term growth
opportunities.

In January 2018 the Group announced the contract
for the construction of a second new cruise ferry
with Flensburger Schi bau-Gesselschaft & Co.KG
(“FSG”) at a contract price of €165.2 million

for delivery in late 2020. It is intended that this
vessel will service on the Dublin/ Holyhead route
alongside the existing Ulysses with the chartered
Epsilon being returned to its owners.

The cruise ferry will accommodate 1,800
passengers and crew, with capacity for 5,610
freight lane metres, which provides the capability
to carry up to 330 freight units per sailing. Overall,
it will e ectively be a 50% increase in Irish Ferries
peak freight capacity compared to the Ulysses.

The Dublin Swift (previously Westpac Express)
replaced the Jonathan Swift on the Dublin/
Holyhead fastcraft service during April. The
Dublin Swift which had been redelivered

to the Group from charterers in November
2017 underwent an extensive refurbishment
programme to bring her up to Irish Ferries
passenger service standards prior to entering
service with Irish Ferries. The Dublin Swift whilst
encapsulating the latest standards in fast ferry
travel also provides additional car carrying
capacity over the previous Jonathan Swift.

Also in April the sale of the Jonathan Swift
fastcraft was completed when the vessel was
delivered to buyers, Balearia Eurolineas Maritimas
S.A. for a consideration of €15.5 million. The

pro t on sale of €13.7 million is reported as a
non-trading item in the period and the proceeds
will be retained within the Group to part fund its
investment programme.

The W.B. Yeats was delivered to the Group at
Flensburg Germany and completed its delivery
voyage arriving in Dublin on 20 December

2018. After undergoing nal commissioning and
certi cations it commenced services on the
Dublin/ Holyhead route in January 2019 and will
transfer to the Dublin/ Cherbourg route in March.
This vessel o ers increased levels of comfort and
capacity over the existing Oscar Wilde which
was built 33 years previous. Investment in the
W.B. Yeats is key to the Group’s decision to o er
increased year round direct freight sailings to the
continent.

While conscious that shipping is the most
environmental friendly mode of transport in

terms of emissions per kilometric cargo tonne

it still does have an impact on the environment.
Aligned with its corporate responsibility towards
the environment and to ensure compliance with
forthcoming environmental regulations the

Board has approved an investment in exhaust gas
cleaning systems on its two existing cruise ferries
and four owned container vessels. This technology
is already employed on the newly constructed

W.B. Yeats and speci ed on the second new
cruise ferry. While o ering positive environmental
e ects this investment is expected to lead to
lower operational costs on an ongoing basis.

In our terminal operations in Dublin we have
completed trials and commissioned two remotely
operated rubber tyred gantries (“‘RTG”) on one
of our container stacks. Whilst improving the
working conditions of the operators it also yields
operational e ciencies together with improving
safety aspects of terminal operations. It is
expected that such equipment will become the
model for future expansion of terminal operations.
Also in our terminal operations we plan to
introduce a new collection management system
for our contracted hauliers reducing wait times
and leading to more e cient tra c planning.

The Group’s management continually seeks
investment opportunities which meet the Group’s
stringent return hurdles both in terms of return
and risk appetite a policy which is promoted at all
levels within the organisation. These investments
are funded through a combination of debt and
cash generation from existing activities.

Proposed exit of United Kingdom from
the European Union

There is still no clear picture of what is happening
in regard to the proposed exit of the United
Kingdom from the EU. No matter what the
immediate short term consequences may be of
the proposed exit of United Kingdom from the
European Union, if it proceeds, it is the Group’s
position that Ireland as an island will continue

to trade outside of its borders. Given the strong
linkages between Ireland and the United Kingdom
both culturally and commercially, it is the Group’s
view that trade between these two economies
will remain robust over the longer term. However
the Group’s investment in vessels is designed

to provide route planning exibility to enable

the Group to adapt its schedules to customer
demand both over the short and long term. Should
demand for the Group’s existing services fall over
the longer term, the vessels are capable of being
deployed to most geographic areas given their
design speci cation.

Stakeholders

The Group’s performance is dependent on

the support of our customers, suppliers and
employees. | would like to thank all our customers
for their support during the past year. In particular
| thank those customers who were a ected by

our schedule disruptions at Irish Ferries for their
patience and understanding. We will continue

to work with our customers to meet their
expectations into the future.

Our suppliers are key to our ability to deliver
quality services to our customers. We continually
work with our suppliers whether they be port
operators, contracted service providers or
product suppliers to improve e ciencies and
quality. We appreciate the co-operation and
exibility achieved in delivering our 24/ 7 services.

Finally | express my gratitude to our employees
who worked tirelessly during a di cult year
operationally. It is their knowledge and dedication
to customer service that drives the future success
of the Group.

Outlook

| look forward to a more operationally normal
2019. It will be an exciting year as we promote our
direct Dublin/ France service with our new vessel
W.B. Yeats and continue to seek out improvement
and investment opportunities for our longer term
success.

Eamonn Rothwell,
Chief Executive O cer

Business Review
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Operating and Financial Review
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This Operating and Financial Review provides information to shareholders and the Review should not be 2
relied upon by any other party or for any other purpose. g
The Review contains certain forward-looking statements and these statements are made by the
Directors in good faith, based on the information available to them up to the time of their approval of 21

this report. These statements should be treated with caution due to the inherent uncertainties, including
both economic and business risk factors, underlying any such forward-looking information.

This Operating and Financial Review has been prepared for the Group as a whole and therefore
gives greater emphasis to those matters which are signi cant to Irish Continental Group plc and its

subsidiaries when viewed as a whole.

This Operating and Financial Review discusses the following:

Business Model and Strategy 22
Key Performance Indicators and Summary of 2018 Results 24
Ferries Division 28
Container and Terminal Division 34
Environmental and Safety Review 37
Risk Management 41
Principal Risks and Uncertainties 44
Financial Review 49
Our Fleet 52

Executive Management Team 55
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Business Model and Strategy

Irish Continental Group plc is a focused provider of maritime
passenger and freight services with its principal operations in
North West Europe. The Group operates through two divisions;

Our key resources

© Key risk and uncertainties a ecting the Group are set on pages 44 to 47.

E

A modern ferry and
container vessel eet

&2

Recognised brand
names

How we operate

Long term leasehold
interests and operating
agreements in our
container terminals

B

Experienced,
quali ed sta

&

Access to strategically
located ports and slot
times

Access to nancial
resources

© Further details on these operations are set out in the Operating Review on page 28 to 35.

Ferries
Division

Principal activities include passenger
and RoRo freight shipping services
under the Irish Ferries brand
together with ship chartering
activities

Container and
Terminal Division

Principal activities include LoLo
shipping activities under the Eucon
brand and the operation of two
container terminals, Dublin Ferryport
Terminals (DFT) and Belfast Container
Terminal (BCT), within the two main
ports on the island of Ireland.

The outcomes of
what we do

© For more information about our nancial
performance see the Financial Review on
pages 49 to 50.

Volume Throughputs

¢ 1.5 million passengers

¢ 392,000 passenger cars

e 253,000 RoRo units

e 327,000 container shipments (teu)
« 310,000 Port lifts

Best Ferry Company

Voted by travel trade professionals
for the 12th year in a row at the ‘Irish
Travel Trade News Awards’.

311 employees
At the end of 2018, located in

Ireland, the UK and The Netherlands.

30.4c per share

Adjusted EPS compared with 44.1
centin 2017.

32.5% Return on
Capital Employed

Our Strategy

There are two principal elements to the
Group’s strategy for delivering value to
shareholders:

Investment in quality assets in order to
achieve economies of scale consistent with a
superior customer service;

© For more information about our eet see page 52.

Benchmarking costs to industry best practice
to enable the Group to compete vigorously in
its chosen markets.

© For more information about our markets see page 31.

Business Review
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Key Performance Indicators and
Summary of 2018 Results

The Group uses a set of headline Key Performance Indicators (KPIs) to measure the performance of its
operations and of the Group as a whole which are set out and de ned below.

Certain nancial measures used are not de ned under International Financial Reporting Standards
(IFRS). Presentation of these Alternative Performance Measures (APMs) provides useful supplementary
information which, when viewed in conjunction with the Group’s IFRS nancial information, allows for

a more meaningful understanding of the underlying nancial and operating performance of the Group.
These non-IFRS measures should not be considered as an alternative to nancial measures as de ned
under IFRS. Descriptions of the APMs included in this report are disclosed below.

APM Description Bene t of APM
EBITDA EBITDA represents earnings before interest, Eliminates the e ects of nancing and
tax, depreciation and amortisation. accounting decisions to allow assessment of the
pro tability and performance of the Group.
EBIT EBIT represents earnings before interest, tax ~ Measures the Group’s earnings from ongoing

and non-trading items.

operations.

Free cash ow
before strategic
capex

Free cash ow comprises operating cash

ow less capital expenditure before strategic
capex which comprises expenditure on
vessels excluding annual overhaul and repairs,
and other assets with an expected economic
life of over 10 years which increases capacity
or e ciency of operations.

Assesses the availability to the Group of funds
for reinvestment or for return to shareholders.

Net debt Net debt comprises total borrowings less Measures the Group’s ability to repay its debts
cash and cash equivalents. if they were to fall due immediately.
Adjusted EPS is adjusted to exclude the non- trading Directors consider Adjusted EPS to be a key

Earnings Per
Share (EPS)

items and net interest cost on de ned
bene t obligations.

indicator of long-term nancial performance
and value creation of a Public Listed Company.

ROACE

ROACE represents return on average capital
employed. Operating pro t (before non-
trading items) expressed as a percentage of
average capital employed (consolidated net
assets, excluding net (debt)/ cash, retirement
bene t surplus/ (obligation) and asset under
construction net of related liabilities.

Measures the Group’s pro tability and the
e ciency with which its capital is employed.

Non-Financial KPIs

Schedule
integrity

Description

Schedule integrity (the number of sailings
completed versus scheduled sailings).

Bene t of Non-Financial KPI

Schedule integrity is an important measure for
Irish Ferries vessels as it re ects the reliability
and punctuality of our service. This measure is
meaningful to both our passenger and freight
customers alike in facilitating them and their
cargo to arrive on time at their nal destination.

The following table sets forth the reconciliation from the Group’s operating pro t for the nancial year

to EBIT, EBITDA, Free Cash Flow and Net (debt)/ cash. See note 12 to the nancial statements for the

calculation of Basic and Adjusted EPS.

Business Review

Cash Flow

Operating pro t (EBIT)
Non-trading items (note 10)
Net depreciation and amortisation (note 9)

2018
€m

()

2017
€m

N
6]

EBITDA

Working capital movements (note 33)

Pension payments in excess of service costs (note 33)
Share based payments expense (note 33)

Other

)
)

()

()
)

Cash generated from operations

Interest paid (note 33)
Tax paid (note 33)

Maintenance capex

()
)
()

()
()
)

Free cash ow before strategic capex

Strategic capex

()

Free cash ow after strategic capex

Proceeds on disposal of property, plant and equipment
Dividends paid to equity holders of the Company
Proceeds on issue of ordinary share capital

Settlement of equity plans through market purchase of shares

()

()

()

Net cash ows

()

Opening net cash/ (debt)

Translation/ other

()
()

Closing net (debt)/ cash

()
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The following table sets forth the calculation of the Group’s ROACE:

ROACE 2018

Equity

Net debt/ (cash)

Asset under construction (net) ()
Retirement bene t obligation

Retirement bene t surplus ()

2017
€m

—~ ~
~— ~—

()

Capital employed
Average capital employed

Operating pro t (before non-trading items)

ROACE

The following table sets forth the calculation of the Group’s net (debt)/ cash position:

Net (debt)/ cash 2018
€m

Cash and cash equivalents (note 18)
Non-current borrowings (note 21) ()

Current borrowings (note 21) ()

2017
€m

Net (debt)/ cash ()

The calculation and performance of KPIs and a summary of the key nancial results for the year is set out in the table

below. A detailed review of the divisional operations is set out in the Operating Review on page 28.

Ferries Container & Terminal Inter-segment Group

2018 2017 2018 2017 2018 2017 2018
Comment €m €m €m €m €m €m €m

Revenue () ()

2017
€m

EBITDA - -

Operating pro t (EBIT) - -

Non-trading item (note 10) - = - -

Net pension interest income/ (expense)
(notes 6 and 7) - = - = - =

()

Other nance charges (note 7) - - - o - = ()

()

Finance income (note 6) - = - = - -

Net interest - = - - - . ()

()

Pro t before tax - > - - - i

ROACE - -
EPS: (note 12)

EPS Basic - - - . - - c
EPS Adjusted - - - s - - c
Free Cash Flow - - - 5 - -

Comment:

Financial KPIs

1. EBITDA: Group EBITDA for the
year decreased by 15.6%, to €68.4
million (2017: €81.0 million). The
decrease in EBITDA was primarily
due to schedule disruption in the
Ferries Division, loss of external
charter revenues following the

pro table disposal of vessels surplus
to operational requirements. EBITDA
in the Ferries Division decreased by
20.4%, to €53.6 million, while the
Container and Terminal Division
increased by 8.0%, to €14.8 million.

2. EBIT: Group EBIT (pre non-
trading items) for the year decreased
by 23.2% to €46.3 million (2017:
€60.3 million). The Ferries Division
decrease was 38.4%, while the
Container and Terminal Division was
8.0% higher, as a result of volume
growth. In April 2018, the Group
completed the sale of the vessel
Jonathan Swift generating a pro t
before tax of €13.7 million (2017: sale
of Kaitaki generating a pro t of €28.7
million). Group EBIT including non-
trading items decreased by 32.6% to
€60.0 million (2017: €89.0 million).

3. ROACE: The Group achieved

a return on average capital
employed of 32.5% (2017: 39.7%).
This decreased return is due to the
decrease in EBIT from €60.3 million
to €46.3 million, and a decrease in
average capital employed to €142.5
million from €152.0 million. The
Ferries Division achieved a return on
average capital employed of 31.1%
while the Container and Terminal
Division achieved 37.1%.

4. EPS: Adjusted EPS (before non-
trading items and the net interest
cost on de ned bene t obligations)
was 23.1 cent compared with 31.0
cent in 2017. Basic EPS was 30.4 cent
compared with 44.1 cent in 2017.
The reason for the decrease in Basic
EPS is due to a decrease of €25.5
million in pro t attributable to equity
holders of the parent to €57.8 million
(2017: €83.3 million).

5. Free Cash Flow before strategic
capital expenditure: The Group’s
Free Cash Flow before strategic
capital expenditure was €45.9
million (2017: €63.9 million). The

decrease in free cash ow is
mainly due to the fall in EBITDA.
The previously de ned measure
of free cash ow reported in prior
periods which was after deducting
all capital expenditure has been
rede ned. Free Cash Flow before
strategic capital expenditure is a
more meaningful measure of cash
generated for investment or return
to shareholders.

Non-Financial KPIs

Schedule integrity: The Ferries
Division delivered 86% of scheduled
sailings compared with 92% in the
previous year across all services.
Our conventional ferry services
(excluding the fast ferry) delivered
schedule integrity of 90% in
comparison with 99% in 2017. These
gures largely re ect lost sailings
arising from the technical issues

a ecting the Ulysses and non-
operation of scheduled W.B. Yeats
sailings due to the late delivery of
that vessel by the shipbuilder. Prior
to 2018, the Ulysses had achieved
near 100% sailing integrity in its
previous 16 years of operation.

Business Review
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