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Introduction

* AVIASOLUTIONS TEAM
— Andy Rowsell, Director
— Chris Smith, Associate Director
— Paul Morris, Management Consultant

 PROJECT OBJECTIVE

— Determine whether a re-opened Manston Airport could operate as a financially
viable, standalone entity.

 PROJECT SCOPE

— The focus of our research and analysis has been commercial air transport - the core
passenger and freight services.

— Ancillary activities such as MRO (maintenance, repair and overhaul), General Aviation
(FBO) and air transport related property developments are considered to be a
supplementary source of income - but viability is dependent on the strength of the
core commercial air traffic business.
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AviaSolutions - Background

* Established in London, 2001

* Provides specialised aviation advisory services to a wide range of airports, airlines,
governments and financial investors

AIRPORT STRATEGY AIRLINE STRATEGY
Transaction Support & Business Planning ‘ Network and Route Planning
Traffic Forecasting Fleet Development Strategy
Air Service Development An Integrated Alliances Strategy
Commercial & Retail Enhancement APPFOClCh Route & Fleet Optimisation
Infrastructure, Policy, Planning & Cargo & Ancillary Revenue Strategy
Consultation _ New Airline Start-Up Support

AviaSolutions is uniquely positioned to provide solutions that integrate both airline and airport viewpoints

* Expert team of ex-airport, airline, financial services and OEM professionals
* Global client base and strong market reputation

* GE Capital Aviation Services acquired 100% ownership of AviaSolutions in October 2012

2001 2012 2013 2014/15
" Dubai / Connecticut Expanded Airline /
AviaSolutions 100% affiliate of offices opened. Airline Airport advisory
established in London GE Capital Aviation advisory created to

team, introducing a
number of unique
services

Services complement enlarged
Airport team.
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AviaSolutions - Global Client Base
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AviaSolutions - Selected Recent Credentials

CPP
INVESTMENT g 5
BOARD U

Nice Cote d’Azur Airport Transaction,
Commercial and Strategic Advisor

(2016)

- Traffic forecast

- Business Plan model

- Forecasts for aeronautical and
commercial revenues

Audit of Mexican express cargo airline
(2015)

Extensive review of business practice
with recommendations to improve
competitive positon

VvVINLCI {f

Aerodom (Dom. Republic Airports)

Airport Transaction Advisor (2016)

- Schedule-based and econometric traffic
forecasts

- Extensive stakeholder and market
research

Deutsche Bank

Supported acquisition of TCR (2016)
Business Plan for ground handling
leasing business

aviasolutions
y AGECAS Company




Manston Airport Study - Our Approach

Development

Fact Finding Consultation Analysis Scenarios

- Planning - Local - Airtransport - Airportas a freight
background stakeholders market hub & regional
passenger airport
- Historic airport - Interested - Catchment area
performance Developers - London Overflow
- Cascade model - 3rd Runway LHR
- Site and facilities - Airtransport - 2nd Runway LGW
current condition industry - Financial B s i
. - No new runway
appraisal
\ J

Y

Conclusions
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Key Stakeholders Consultation

 POTENTIAL DEVELOPERS * AIR TRANSPORT INDUSTRY
— Stone Hill Park — Air Cargo Charter Broker, UK
— RiverOak Investment Corp. — Ex-DHL Senior Sales Executive
— Executive Director, SASI Cargo
« OTHERS — Senior Executive, Cargo Division,
— Sir Roger Gale, MP Freighter airline based at STN
—  RiverOak — KLM, Press Office

— Head of Networks, FlyBe

— Ex-Director, Network Planning,
Major European LCC

— Deputy Director, Route
Development, Ryanair

— Flight Ops Manager, Major UK Airline
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Background: UK Air Freight Market

. The air freight market has been Air freight is mainly international.

largely stagnant for the last 10 years.

— Various hypotheses advanced to Much road trucking of freight to/from

explain this trend. continental European airports.
— Over this period there has been

significant excess freighter Total UK Freight by Airport Type

Copocity "n the London mal’ket Source: CAA, AviaSolutions Analysis

2.5m

240, pe

ERCARTU NI AR LS SRS LN

» Air freight in the UK is focused on 20m
Heathrow, East Midlands and 5,
Stansted, collectively handling 87% of e
UK air freight.

480 4 g0 4 gt R Py

10m

Freight Tonnes (Millions)

» 70% of UK freight carried in the belly-
hold of passenger aircraft.

0.0m

— Typ/CO/ be//y‘hO/d rate US $050 @0}),@"’%@"’%@‘9@"’%\9(’)0’,LQQQPLQ@’@&@@@&,@@@@,@@qpébqp@ S LR

per kilo vs US $2.00 per kilo for
freighters.
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Background: Air Freight at Manston

* There was a relatively consistent volume
of air freight through Manston (25,000 to
30,000 tonnes per annum) from 2006 to HanstoAlport Freigne Histery
2013, all on dedicated freighter aircraft.

* The freighters were mainly carrying %)
fresh produce from Africa, with minimal
exports.

Fredght Tonnes
o
o
&
hare of UK Market

« Manston was a favourable freight option
with shippers as it was quiet and offered
good quality handling. K

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
mm Freight Tonnes  =m=Share of UK Market

e All our future scenarios assume 30,000
tonnes at Manston
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Background: Passenger Traffic at Manston

Passenger traffic peaked at
209,000 in 2005, with the airport-
funded EUJet operating short haul
EU services. This peak demand
was significantly higher than
traffic volumes before or since.

KLM twice daily service to/from
Amsterdam carried nearly 36,000
passengers in 2013.

In the same year, more than
48,000 passengers from Manston'’s
catchment area travelled to
Amsterdam from other London
area airports
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Passengers - Thousands
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Manston as a Regional Airport - Southend Comparison

* Southend Airport’s traffic increased greatly with an
easyJet base from 2012: throughput of 1.1 mppa in
2014,

» Southend's catchment area generated ~1.5 million air
journeys in 2013 to easyJet's short-haul destinations
This catchment is almost 3x Manston'’s (530,000).

e On this basis, we estimate an LCC base at Manston
could generate a volume of ~330,000 passengers per
annum.

« A Ryanair base for two B737 aircraft (possible but far
from certain) would more than double this to 800,000.

»  Future scenarios assume a base load of 800,000
passengers per annum at Manston until new runway
capacity comes online in the South East plus overflow
from the London System
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Manston: A London Overflow Airport

« Itis widely recognised that the SE of England lacks airport capacity.

« The Davies Commission investigated this at length, and in 2015 recommended a 3™
runway at Heathrow (LHR), as better than a 2" runway at Gatwick (LGW).

« UK Government announced its support for a 31 runway in October 2016. The scheme will
be taken forward in the form of a draft National Policy Statement for consultation.

Flow of Passenger Traffic around London Airports System

» If passenger demand at one airport exceeds available airport capacity, demand will ‘spill:
— Some passengers making connections will move to continental European airports

— Some passengers will choose not to travel by air
— The remainder will use less convenient airports either in the London area or the UK regions

* Thereis a hierarchy of demand within the London airport system.

_ ]
) LGW

Demand

LCY STN LTN

v

SEN
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Overflow Forecasting Assumptions

Passenger Traffic Freight Traffic

» Passenger demand grown at highest » Freight demand grown at mid-point of
Davies Commission rate. Oxford Economics projections for TfL.

» Passengers per flight assumed to » Increase in pure freighter flights only at
increase at 0.5% per annum. Stansted (to legal cap).

e Increase in loads carried.

Passengers per flight* Freight Tonnes per flight --

Growth, 2011 to 2015 +2.2% pa Belly-Hold Load, 2015
Average number, 2015 156.2 Belly-Hold Capacity ! -
Belly-Hold Load, 2050 4.3 -
cirotil, 2015t 2050 +0.5% pa Freighter Load, 2015 329 31.7
Average number, 2050 186.5 Freighter Capacity 83 80
* LHR, LGW. STN, LTN Freighter Load, 2050 55 53
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Total Demand - London Area

London Area - Historic and Forecast Passenger and Freight
Source: CAA, AviaSolutions Analysis
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Unaccommodated Demand - London Area

» We have estimated passenger and freight demand that cannot be accommodated at the
six London airports, for each of the possible runway scenarios

Passengers (mppa)

LHR R3 5 11 17 9 16 27 44
LGW R2 5 9 6 9 16 27 40
Both 5 9 2 0 0 0 0

Neither 5 11 25 36 49 61 79

Freight (tonnes x 1000)

LHR R3 0 0 0 0 0 0 173
LGW R2 0 0 0 0 0 35 178
Both 0 0 0 0 0 0 62
Neither 0 0 0 0 0 123 278
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Manston Demand - Avia Forecast

Manston - Historic and Forecast Passenger and Freight, LHR3

Source: CAA, AviaSolutions Analysis
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With favourable assumptions, we estimate that Manston might take 8% of the
unaccommodated passenger demand, and 50% of the freight demand in addition to the

2x Ryanair based aircraft.
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Financial Analysis: Key Assumptions

« Initial Equity injection: £50m
» Airport Purchase Price: £10m
« Refurbishment Capex: £27m

» Depreciation: Standard airport
assumptions by asset type - straight line

« 100% equity funding to reduces cash
outflows

* Re-financed if required by either liquidity
or expansion needs

* No dividend payments assumed, so
WACC = 0%
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Aeronautical revenue per passenger:
£3.50 for LCCs, £7.00 for others

Commercial revenue per passenger:
£5.00

Revenue per tonne of freight (including
handling): £50

Operating costs per passenger: £12
reducing to £5

Overheads: £5.3m per annum




Summary Results: Scenario LHR R3

» Although the airport generates positive

EBITDA from 2030, EBITDA margin EBITDA Profile

never reaches investment grade levels. o Source: AviaSolutions Analysis o
* Retained earnings do not become Feem s0%

pOSitive Until 2035' preventing Ony c20m Target Airport EBITDA Margin Range . so%

cash distribution (dividends) before ;

£15m 40%

that year.

EBITDA - Millions

£10m 20%

EBITDA Margin %

* |nvestors would have no return on
equity for more than 15 years.

£5m 0%

-20%

£m

« This is despite the scenario including U et o
VOFIOUS fgvouro ble Ossumptlons ObOUt FY2018  FY2020 FY2025 FY2030  FY2035 FY2040  FY2045  FY2050
freight and passenger traffic volumes
and operating performance.

EBITDA =m=EBITDA Margin
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Conclusions

A re-opened Manston Airport might attract similar volumes of passenger and freight
traffic as it has done in the past.

It is unlikely that this would produce a financially viable airport or represent an attractive
investment proposition.

Manston’s traffic might be boosted by a shortage of capacity at London airports, but it
would lose this as and when new runway capacity became available.

If R3 is provided at Heathrow as recommended, Manston would fail to reach investment
grade returns by 2050, even with the benefit of ‘free’ financing until 2035.

If no runway were provided, Manston might generate an acceptable return by 2045, but
this would be a high risk investment.

These conclusions are based on a series of assumptions which favour Manston Airport,
and are more positive than a typical “Base Case” scenario for investors.

In AviaSolutions’ experience, Manston Airport is unlikely to attract private investors.

This analytical assessment is consistent with the historic empirical evidence.
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Conclusions

Manston - Historic and Forecast Passenger and Freight, LHR3
Source: CAA, AvioSquti}ons Analysis
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RiverOak's Proposal

« Acquire Manston Airport and re-open as »  Freight traffic to grow to 10,000
a commercial airport. international freighter movements per
annum by 2023-2024 - equivalent to

* Finance the necessary investment in 33% of UK total in 2015.

facilities to acquire CAA operating

licence. *  Freight traffic to grow to 500,000 -
600,000 tonnes per annum by 2023-
2024 - equivalent to 33% of UK total in

* Develop primarily as a cargo airport.
PP y g P 2015,

« Un-named cargo airline / logistics
company interested in using the re-
opened airport as a base.

» Passenger traffic ~ 2 million per
annum (mppa) by 2022-2023 -
equivalent to Southampton Airport in

2015 (18t busiest airport in the UK).
« Some passenger potential with notional

interest from Ryanair.
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RiverOak's Proposal - In Context

UK Airports by Total Freight Tonnes 2015

Source: CAA, AviaSolutions Analysis
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RiverOaks' publicly quoted tonnage target
is greater than East Midlands, Stansted and
Manchester combined.
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Average Freighter Tonnes per Movement

(Source: CAA data 12 months to March 2016)

— LHR 33 tonnes
— EMA 22 tonnes
— STN 31 tonnes
— MSE 60 tonnes (600k tonnes in 10,000

movements, RiverOak press releases)

aviasolutions

A GECAS Company

@uld be the 3 busiest freight-led airpor
in-the world by international freight tonnes*

RiverOak’s proposal:
— 2.0 million passengers

— 500-600k tonnes on 10,000 freight ATM

2m passengers places MSE as the 18t busiest
UK airport, busier than SOU and SEN (2015)*

Freight at EMA and STN is almost exclusively
carried on freighters, with 35,000* freighter
movements carrying 500k tonnes (Source CAA
2015). RiverOak plan 500-600k tonnes on
10,000 movements.

MSE would be the 53 busiest freight airport in
the world by freighter ATM*

MSE would be the 315t busiest freight airport in
the world by international freight tonnes*

*Source: Airports Council International 2015 Report




