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Currency

Title AS Tallink Grupp Unaudited Consolidated Interim Report Q1 2019

In the first quarter (1 January - 31 March) of the 2019 financial year Tallink
Gupp AS and its subsidiaries (the Goup) carried 1.9 nillion passengers, which
is 3.9%less than in the first quarter last year. The G oup's unaudited revenue
for the first quarter decreased by 2.9%to a total of EUR 178.9 million.

Unaudi ted EBITDA for the first quarter was EUR 3.8 nmillion (EUR 4.2 nmillion in
QL 2018) and unaudited net |loss was EUR 25.3 million (net |loss of EUR 19.6
mllion in QL 2018).

In the first quarter, which is also the | ow season, the Goup's revenue and
operating result were inpacted by the foll owi ng operational factors:

* Pl anned docki ngs of seven ships. Anong other ships, the naintenance and
repair of the cruise ferry Baltic Queen lasted for 42 days, which affected
t he Estoni a- Sweden segnent's first quarter carriage volunes and financial

result.
* |n 2019 the Easter holidays, when traffic volumes usually increase, were in
April, last year the holidays were in March.

Sal es and segments

In the first quarter of 2019, the Goup's total revenue decreased by EUR 5.3
mllion and anobunted to EUR 178.9 million. The revenue in the first quarter of
2018 and 2017 was EUR 184.2 and EUR 191.5 nmillion, respectively.

* The total revenue fromthe shipping operations in the Baltic Sea (core
busi ness) decreased by 1.8%or EUR 3.1 mllion to EUR 169.5 mllion. Due to
nuner ous schedul ed dockings, there were 1.5% 1l ess trips conpared to the
first quarter of 2018.
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* The revenue fromthe other segnent, including intra-group elimnations,
decreased by total of EUR 2.2 nmillion and anbunted to EUR 9.4 nillion. The
decrease was driven largely by |Iower sales at shops on land (in Tallinn Ad
Har bour areas). In addition, operations of Tallink Pirita Spa Hotel in
Tallinn were ceased from Novenber 2018 due to sale of the hotel property by
its owner.

The positive devel opment of the cargo business continued in the first quarter of
2019 financial year. The transported cargo volunes increased in total by 2.7%
the cargo revenues increased by 1.5%or EUR 0.4 million and anobunted to EUR
29.6 mllion in the first quarter

In the first quarter of 2019, The G oup's ships carried a total of 1.0 mllion
passengers on the Estonia-Finland routes, which is a 2. 7% decrease conpared to

| ast year, while the total passenger volune on the routes decreased by 4% The
nunber of transported cargo units on the routes increased by 2.4% On the
Tallinn - Helsinki route, added capacity by conpetitors resulted in increased
pressure on ticket prices. The Estonia-Finland segnment revenue decreased by EUR
1.9 mllion and anounted to EUR 70.4 nillion. The segnent result decreased by
EUR 1.7 nmillion and anpbunted to EUR 6.9 million.

The Fi nl and- Sweden routes' revenue increased by EUR 5.2 million and anmounted to
EUR 67.9 million. The devel opnents were largely affected by the |engthy

mai nt enance and repair works of the cruise ferry Baltic Princess in the first
quarter of 2018.

The Estoni a- Sweden routes' revenue decreased by EUR 5.9 mllion, conpared to the
previ ous year. The nmai ntenance and repair of the cruise ferry Baltic Queen in
the first quarter affected the Estoni a- Sweden segnent's carri age vol unes and
financial result.

Wil e the nunmber of passengers carried on the Latvia-Sweden route decreased by
10.9% affected by mmintenance and repair of the cruise ferry Isabelle in the

peri od, the revenue decreased by only 3.8%or EUR 0.5 mllion, conpared to the
previous year. The positive devel opnment of the route's cargo carriage vol unes

continued in the first quarter of 2019 financial year

Ear ni ngs

In the first quarter of 2019, the G oup's gross profit decreased by EUR 3.2
mllion conpared to the same period |ast year, amobunting to EUR 10.5 million
First quarter EBITDA anounted to EUR 3.8 million. First quarter conparable
EBI TDA, i.e. without I FRS 16 adoption effect, decreased by EUR 4.6 million
conmpared to the sanme period | ast year and was EUR -0.4 million.

The Group's first quarter result was inpacted negatively by the planned docki ngs
of seven vessels, Easter holiday traffic in April and nonrecurring costs from
conmpensations paid to resigned managenent board nenbers
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Anortisation and depreciation expense increased by EUR 5.2 nillion to EUR 24.7
nmllion conpared to the first quarter of 2018. The increase was mainly a result
of the IFRS 16 adoption effect in the anount of EUR 3.6 million

Net finance costs decreased by EUR 34 thousand conpared to the first quarter

| ast year. The change includes a decline of EUR 1.2 nmillion in interest costs
conpared to sane period the previous year and EUR 0.6 mllion | ess profit from
foreign exchange differences and the revaluation of cross currency and interest
rate derivatives. In addition, in QL there is EUR 0.6 mllion interest expense
fromright-of-use assets liabilities (IFRS 16 adoption effect).

The Group's unaudited net loss for the first quarter of 2019 was EUR 25.3
mllion or EUR 0.038 per share conpared to a net loss of EUR 19.6 mllion or EUR
0.029 per share in the first quarter of 2018 and conpared to a net |oss of EUR
20.3 mllion or EUR 0.030 per share in the first quarter of 2017

I nvest nent s

In the first quarter of 2019 financial year the Group's investnents anounted to
EUR 25.3 nmillion. Majority of the investnents were made to technical dockings of
seven vessels (Baltic Queen, Galaxy, Regal Star, Star, Silja Synphony, Victoria
I, Isabelle).

A nunber of investments were nade to upgrade the ships restaurants, shops and
other public areas. On cruise ferry Baltic Queen the Fast Lane restaurant was
built, Gande Buffet and show bar Starlight were renewed. On cruise ferry Gal axy
the Fast Lane restaurant was built, Grande Buffet and show bar Starlight were
renewed, on the Fashion Street the SuperDry shop in shop was added and ki ds area
Silja Land was renewed. On cruise ferry Silja Synphony the Starlight show bar
was refurbished according to a new concept, restaurant Gill House, Bon Vivant
and Sea Pub were renewed, the new Tommy Hilfiger shop was added and cabin
renovation project was concl uded.

I nvestments were al so nmade to the ships' technical naintenance to keep the ships
in good technical working condition and innovative energy efficiency solutions

were introduced, |ike upgrade of HVAC systens, fuel nonitoring systens,
preparations for high voltage shore power connections and hybrid battery
sol uti ons.

Di vi dends

To the sharehol ders' annual general neeting on 23 May 2019 the Managenent Board
wi Il propose a dividend of EUR 0.05 per share fromnet profit for 2018. The
total proposed dividend amounts to EUR 33.5 million and equals to 83.6% of 2018
net profit. In addition, to inprove the Company's capital structure, the
Management will propose to reduce the Conpany's share capital by EUR 0.07 per
share or by EUR 46.9 mllion.

Fi nanci al position
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In the first quarter, the Goup's net debt increased by EUR 128.8 nmillion to EUR
556.8 mllion and the net debt to EBITDA ratio was 3.9 at the reporting date.
The increase in net debt was mainly a result of the IFRS 16 adoption effect in

t he anount of EUR 104.3 million.

At the end of the first quarter, total liquidity (cash, cash equival ents and
unused credit facilities) anbunted to EUR 112.9 nmillion (EUR 142.8 nmillion at
31 March 2018) providing a strong financial position for sustainable operations.

At 31 March 2018, the Group's cash and cash equival ents anounted to EUR 47.8
mllion (EUR 70.1 million at 31 March 2018) and the Goup had EUR 65.1 nillion
in unused credit lines (EUR 72.7 mllion at 31 March 2018).

Econom ¢ Envi r onnment

The Group considers Finland, Sweden, Estonia and Latvia its hone markets as
these are the countries to and fromwhich its shipping routes are operated. In
terns of exposure to economic conditions, the Group is exposed the nost to
devel opnents in Finland as nearly half of the passenger originate fromthat
country. Exposure is also high to econonic devel opnents in Estonia (19% of total
passengers in 2018) and Sweden (11% . The nunber of passengers from Latvia
accounted for 5% of the total passengers in 2018 while the remaining 19% cane
fromthe rest of the world, mainly Europe.

There is no data yet available for the GDP for the first quarter of 2019 for any
of the hone nmarkets, however, the apparent census of various sources for 2019 in
general has projected the real GDP growth rate to slowrelative to 2018 for all
t he home narkets.

According to the OECD indicators the business confidence declined across all of
the home markets in the first quarter of 2019 fromthe peaks achieved in the
first half of 2018 (for Finland and Sweden) and in |l ate 2018 (for Estonia). The
decline in the first quarter of 2019 was particularly steep in Estonia. Business
confidence in Latvia remained the highest anong the Goup's hone markets

however with distinct decline fromthe end of 2018 throughout the quarter. That
sai d, the underlying cargo operations still remained fundanmentally robust in the
first quarter of 2019.

The devel opnments of the confidence of consunmers in the first quarter of 2019
were nore encouragi ng. Although there was a decline in the confidence indicator
in Finland and Sweden, a thene throughout 2018, it appears to have |evelled off
based on the data of the first quarter of 2019, if only at least for the short
term While the situation of consumer confidence renmained relatively stable in
Latvia the confidence anong consuner increased to new recent highs in Estonia
supported by the | abour market situation.

The | abour situation remained challenging in the first quarter of the year
reflecting the recent | ow unenploynent rates in the hone markets, particularly
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in Estonia. The situation on the Estonian | abour narket has apparently
contributed to the divergence of business and consuner confidence devel opnents,
whi ch steepened well in the first quarter of 2019.

Key risks to the econonic environment in all of the honme markets have to do with
uncertainties fromincreasing protectionist tendencies (including a potenti al
trade war between China and the US, the UK's withdrawal fromthe EU) and
potential deferral of investments |eading to decreasing trade for all of open
econom es around the Baltic Sea. Also, the global fuel prices are expected to
remain volatile due to uncertainties in the global econony and politics.

Events in QL

Shi pbui I di ng contract between Tallink Gupp and Rauna Marine Constructions
The contract for the construction of a new LNG powered fast ferry for the
Tallinn - Helsinki route shuttle operations entered into force on 27 March 2019.

The new vessel will cost approximately 250 nmillion euros and it will be built at
the Rauma shipyard in Finland. The delivery of the vessel is expected in January
2022.

According to the contract, 30 percent of the total cost will be paid during the
construction period and the rest after the delivery of the vessel, 70 percent of
the new ship cost will be financed in 2022 by long-termloan, the loan terns
will be concluded in the near future.

Changes in the Managenent Board

On 4 February 2019, it was announced that the Tallink G upp AS Supervisory Board
appoi nted Ms Kadri Land and M Harri Hanschmi dt as Menbers of the Managenent
Board and recalled fromthe Managenent Board M Janek Stal neister following his
resignation. The mandate of M Janek Stal neister ended on 2 February 2019. The
mandate of Ms Kadri Land and M Harri Hanschm dt started on 4 February 2019 and
lasts for a period of three years.

On 22 February 2019, it was announced that the Supervisory Board appointed Ms
Piret Mirk-Dubout as a Menber of the Managenent Board and recalled fromthe
Managenent Board M Andres Hunt followi ng his resignation. The nmandate of M
Andres Hunt ended on 26 February 2019, the mandate of Ms Mirk-Dubout started on
15 April 2019 and lasts for a period of three years.

Fuel price risk managenent

As a result of the agreements with the fuel suppliers in Decenber 2018 and
during the first quarter of 2019 the fuel price has been fixed for 41% of total
fuel purchasing volune for the 2019 financial year.

Events after the reporting period and outl ook

Prepaynment for the new ship

The first instalnent of the prepaynent according to the shipbuilding contract
was made to Rauma Marine Constructions in an amount of EUR 12.4 million in April
20109.
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Ear ni ngs

The Group's earnings are not generated evenly throughout the year. The summer
period is the high season in the Goup's operations. |n managenent's opini on and
based on prior experience nost of the Goup's earnings are generated during the
sunmer (June- August).

Research and devel oprment projects

Tall i nk Grupp AS does not have any substantial ongoing research and devel opnent
projects. The Group is continuously seeking opportunities for expanding its
operations in order to inprove the results. The Goup is |ooking for innovative
ways to upgrade our ships and passenger area technology to inprove the overall
performance of our conpany through nodern solutions. A collaboration with the
Tallinn University of Technol ogy (Tal Tech) was started to devel op so-call ed
?Smart Car Deck" solutions for the Goup's vessels over the next two years.

In addition to that, the Group is participating in a programe, funded by the
Eur opean Space Agency, with a goal to devel op techni ques for autononous

navi gation for ships, using a conbination of different sensors, machine | earning
and artificial intelligence.

Ri sks

The Group's business, financial position and operating results could be
materially affected by various risks. These risks are not the only ones we face.
Additional risks and uncertainties not presently known to us, or that we
currently believe are immterial or unlikely, could also inpair our business.
The order of presentation of the risk factors belowis not intended to be an

i ndication of the probability of their occurrence or of their potential effect
on our business.

Acci dents, disasters

Macr oecononi ¢ devel opnent s

Changes in laws and regul ations

Rel ations with trade unions

Increase in the fuel prices and interest rates
Mar ket and cust oner behavi our

* % X X X X

Key figures

For the period QL 2019 QL 2018 Change %
‘Revenue (nillion euros)  178.9 1842  -2.9%
G oss profit (mllion euros) 10.5 13.7 -23.4%
EBI TDA* (m | lion euros) 3.8 4.2 -9.5%
EBI TDA adj usted2 (mllion euros) -0.4 4.2 -108. 7%
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EBI Tt (million euros) -20.9 -15.2 -37.5%

Net loss for the period (mllion euros) -25.3 -19.6 -29. 1%

Depreciation and anortisation® (mllion
eur 0s) 24.7 19. 4 27. 3%

Capital expenditures! (mllion euros) 25.3 8.4

Wei ght ed average nunber of ordinary shares

out st andi ng 669 878 007 669 882 040 0. 0%
Ear ni ngs per sharet? -0.038 -0. 029 -29.1%
Nunber of passengerst? 1 855 772 1 930 449 -3.9%
Nunber of cargo unitst? 93 114 90 687 2. 7%
Aver age nunber of enpl oyees? 7 097 7 242 -2.0%
As at 31.03.19 31.12. 18 Change %
‘Total assets® (million ewros) 15723  1500.9  4.8%
Total liabilities (mllion euros) 744.0 644.0 15. 5%
Interest-bearing liabilities? (mllion euros) 604. 6 510.1 18. 5%
Net debt® (mllion euros) 556. 8 428.0 30. 1%
Net debt to EBI TDAt 3.91 3.00 30. 4%
Total equity (mllion euros) 828. 3 856. 9 -3.3%
Equity ratio! (9 52. 7% 57. 1%
Nurmber of ordinary shares outstandi ng 669 882 040 669 865 540 0. 0%
Equity per sharet 1.24 1.28 -3.3%
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Rati 0s QL 2019 QL 2018

Goss margint (% 5. 9% 7. 4%
EBI TDA margi nt (% 2.1% 2.3%
EBI TDA margi n adjusted? (% -0.2% 2.3%
EBIT margint (% -11. 7% -8.3%
Net profit margint (% -14. 1% -10. 6%
ROAL (% 3.8% 4. 4%
ROEL (% 4.1% 5. 8%
ROCE (% 4.6% 5. 4%

1 Alternative perfornmance neasures based on ESMA guidelines are disclosed in the
Al'ternative Performance Measures section of this InterimReport.

2 Conparable EBITDA for QL 2019 without |IFRS 16 adoption effect.

3 Please see note 6 for IFRS 16 adoption effect on assets.

? Please see note 8 for IFRS 16 adoption effect on interest-bearing liabilities.

EBI TDA: result fromoperating activities before net financial itens, share of
profit of equity-accounted investees, taxes, depreciation and anortization
EBIT: result fromoperating activities

Earni ngs per share: net profit / weighted average nunber of shares outstanding
Equity ratio: total equity / total assets

Sharehol der's equity per share: shareholder's equity / nunber of shares

out st andi ng

Gross margin: gross profit / net sales

EBI TDA margi n: EBITDA / net sales

EBIT margin: EBIT / net sales

Net profit margin: net profit / net sales

Capital expenditure: additions to property, plant and equi pnent + additions to
i ntangi bl e assets

ROA: earnings before net financial itens, taxes 12-nonths trailing / average
total assets

RCE: net profit 12-nmonths trailing / average sharehol ders' equity

ROCE: earni ngs before net financial itens, taxes 12-nonths trailing / (total
assets - current liabilities (average for the period))

Net debt: interest-bearing liabilities | ess cash and cash equival ents

Net debt to EBI TDA: net debt / EBITDA 12-nonths trailing

Finantsinspektsioon
http://iwww.fi.ee

Page 8/13



Consol i dated statenment of profit or |oss and other conprehensive incone

Unaudi ted, in thousands of EUR QL 2019 Q1 2018
Revenue (Note 3) 178 870 184 155
Cost of sales -168 371 -170 448

Goss profit 10 499 13 707
Sal es and narketing expenses -17 042 -16 313
Admi ni strative expenses -15 068 -12 728
O her operating income 724 113
O her operating expenses -14 -27

Result from operating activities -20 901 -15 248
Fi nance incone (Note 4) 1 002 3 078
Fi nance costs (Note 4) -5 331 -7 373

Loss before incone tax -25 230 -19 543

I ncome tax -25 -23

Net |oss for the period -25 255 -19 566

Net loss for the period attributable to equity hol ders of
t he Parent -25 255 -19 566

O her conprehensive incone
Items that may be reclassified to profit or |oss

Exchange di fferences on translating foreign operations 165 -68
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O her conprehensive inconme/loss for the period 165 -68

Total conprehensive |loss for the period -25 090 -19 634
Total conprehensive loss for the period attributable to

equity hol ders of the Parent -25 090 -19 634

Earni ngs per share (in EUR, Note 5) -0.038 -0.029

Consol i dated statenent of financial position

Unaudi ted, in thousands of EUR 31.03.19 31.03.18 31.12.18
ASSETS
Cash and cash equi val ents 47 775 70 129 82 175
Trade and ot her receivables 42 023 42 630 43 805

Pr epaynent s 11 831 15 261 6 084
Prepai d i ncone tax 81 44 46

I nventories 36 305 37 499 35 741
‘Qurrent assets 138015 165 563 167 851
Investments in equity-accounted investees 407 403 407

O her financial assets 307 338 320
Deferred i ncome tax assets 17 934 18 718 17 934

I nvest ment property 300 300 300
Property, plant and equi prent (Note 6) 1 369 715 1 298 412 1 267 928

I ntangi bl e assets (Note 7) 45 581 47 885 46 164
Non-current assets 1434244 1 366 056 1 333 053
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TOTAL ASSETS 1 572

LI ABI LI TI ES AND EQUI TY

I nt erest-bearing | oans and borrow ngs
(Not e 8) 100

Trade and ot her payabl es 97
Derivatives

Payabl es to owners

904

658

682

918

Incone tax liability
Deferred i ncone 41
Current liabilities 240

I nterest-bearing | oans and borrow ngs
(Note 8) 503

Gher liabilities

736

662

Non-current liabilities 503
Total liabilities 744004 714 563 643 8¢
Share capital (Note 9) 361
Share prem um
Reserves 69
Ret ai ned ear ni ngs 396

Equity attributable to equity holders of the

259 1 531

646 164

845 93
0 31
2

116

465 38

074 327

930 386
0

930 386

004 714

736 361

663

145 68

711 386

255 817

255 817

259 1 531

619 1 500
282 78
472 100
321

3

0
727 32
805 212
742 431

16
758 431
563 643
736 361
639
367 69
314 425
056 856
056 856
619 1 500

Par ent 828
Total equity 828
TOTAL LI ABILITIES AND EQUI TY 1 572
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Consol i dat ed statenent of cash fl ows

Unaudi ted, in thousands of EUR

CASH FLOWS FROM OPERATI NG ACTI VI Tl ES

Net |loss for the period

Adj ust nent s

Changes i n:
Recei vabl es and prepaynents related to operating activities
I nventories

Liabilities related to operating activities

QL 2019 QL 2018

566

403

025

Changes in assets and liabilities
Cash generated fromoperating activities

I ncone tax paid

NET CASH FROM OPERATI NG ACTI VI TI ES

CASH FLOANS FROM | NVESTI NG ACTI VI TI ES

Purchase of property, plant, equipnent and intangi ble assets
(Notes 6, 7)

Proceeds from di sposal s of property, plant, equipnent

I nterest received

365

NET CASH USED | N | NVESTI NG ACTI VI TI ES

CASH FLOAS FROM FI NANCI NG ACTI VI Tl ES

Repaynent of |oans received (Note 8)
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-25 255 -19
29 244 24
-3 952 -6

-564 3

7 550 6

3 034 3

7 023 8
-82

6 941 8

-25 262 -8
78
1

-25 183 -8

-16 500 -14

500




857

029

2

331

- 837

-25

Change in overdraft (Note 8) 9
Paynments for settlement of derivatives -1
Paynment of | ease liabilities (Note 8) -3
Interest paid -5
NET CASH USED | N FI NANCI NG ACTI VI TI ES -16
TOTAL NET CASH FLOW -34
Cash and cash equi val ents at the begi nning of period 82
Increase in cash and cash equival ents -34
Cash and cash equivalents at the end of period 47

Vei ko Haavapuu
Fi nanci al Director

AS Tal | i nk G upp

Sadama 5/7

10111 Tal l'inn, Estonia

E-mai | vei ko. haavapuu@al | i nk. ee
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