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Offshore Support Vessels – Equity Research

N-A-O Canada! Consolidation is in the cards
NAO announced this morning the signing of an MOU to combine with
Horizon Maritime of Canada. Should the deal be finalized as
announced, NAO shareholders would take 48% of the combined equity
and Horizon shareholders would claim the remaining 52%. The deal
appears to provide a new source of liquidity for NAO, which had $12m
in cash as of the end of 2Q18. Based on the information provided in the
press release, we see the transaction as a win-win for both parties.
NAO gets a larger fleet and market cap, a share in cost synergies,
access to a new market and a source of liquidity. Meanwhile, Horizon
gains a high-spec fleet and a public listing at a time when macro
conditions are rapidly improving, yet ship values remain subdued.
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Price (USD)
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No. of Shares (m)

Target Price (USD)

2.00

Market Cap (USDm)
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Net Debt YE (USDm)

133

EV (USDm)

194

Avg Daily Vol
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Free Float

83.9%
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Share price (USD) relative to key indices

The deal: more scale, more markets, more vessel types
NAO announced this morning the signing of an MOU to combine with
Horizon Maritime of Canada. The deal would see NAO grow its fleet from
10x vessels to 17x vessels. Public databases indicate that Horizon controls
2x MPSVs (Tidewater Enabler and Horizon Star), 2x chartered-in PSVs
from Tidewater and 3x workboats. Horizon also owns a vessel crewing &
management business as well as a supply base in Nova Scotia. The 2x
MPSVs appear to be a key element of the value in Horizon; we estimate
these 2x vessels could be worth well north of $100m in total. NAO’s CEO
and Chairman Herbjørn Hansson will retain his roles in the combined
company. Meanwhile Horizon will retain local management in Canada, and
bring along the backing of John Risley, a well-known Canadian investor and
businessman.
Gaining access to the protected Canadian market
An important element of the deal for NAO is access to Horizon’s home
market of Canada, where competition is tempered by Canadian flag
requirements. For context, the top 4 players in Canada have a combined
market share of 90% with the largest player, Atlantic Towing, controlling
41% of the 29 PSVs, AHTS and MPSVs in the country. As a result of local
regulations and a comparatively restrained competitive landscape, rates in
Canada are known to be well above the North Sea market, where NAO
operates nearly exclusively today. A look at NAO’s fleet suggests 2x of 10x
existing vessels that have ice-class could be candidates for importation to
Canada at some stage.
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Valuation
A win-win for both parties
The Horizon deal appears to provide a new source of liquidity for NAO
which could have run short of cash without with this deal. The combined
company plans to continue growing the fleet going forward, and with the
financial backing of Horizon, this ambition appears within reach. In our view
the deal appears roundly positive for both parties. We currently rate NAO at
Buy with a $2.00 Target Price, which equates to ~1x NAV at newbuild parity
values in 2020E. We expect to provide an update on valuation as more
details around the transaction become available.
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This report was prepared for information purposes only by Clarksons Platou
Securities AS, a foreign broker dealer that is not registered in the United States.
Clarksons Platou Securities AS’ research reports are intended for distribution in the
United States solely to “major U.S. institutional investors” in reliance on the
exemption from broker-dealer registration provided by Rule 15a-6 of the United
States Securities Exchange Act of 1934, as amended and may not be furnished to
any other person in the United States. Each major U.S. institutional investor that
receives a copy of Clarksons Platou Securities AS research report by its acceptance
thereof represents and agrees that it shall not distribute or provide copies to any
other person. This report does not constitute and will not form part of and should not
be construed as a solicitation of any offer to buy or sell any security, commodity or
instrument or related derivative or to participate in any trading or investment strategy.
The opinions and estimates included herein reflect views and available information
as of the dates specified and may have been and may be subject to change without
notice. For additional important information and disclaimers, see “Disclosure
Appendix” included at the end of this report.

Clarksons Platou Securities AS was retained to act as a financial advisor to
both parties in the contemplated merger by Nordic American Offshore and
Horizon Maritime.
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Disclosure Appendix
Clarksons Platou Securities AS
This report has been prepared on an independent basis and is provided by Clarksons Platou Securities AS, a limited liability company
incorporated in Norway (reg.no 942 274 238), authorised to provide banking and investment services in accordance with and pursuant to the
Norwegian Securities Trading Act of 2007, as amended. Clarksons Platou Securities AS ultimate parent is Clarkson PLC, a Public Limited
Company registered in England and Wales, domiciled in the UK and listed on the London Stock Exchange with ticker CKN:L. Clarkson PLC is
principally an investment holding company, whose subsidiaries are primarily involved in providing shipping related services. Clarksons Platou
Securities AS is under the supervision of the Norwegian Financial Supervisory Authority (Nw.: “Finanstilsynet”) and is a member of the
Norwegian Securities Dealers Association (Nw.: Verdipapirforetakenes Forbund). Internal rules have been developed in accordance with
recommendations issued by the association.

Analysts’ Certification
The analysts whose names appear in this research report certify that (i) all of the views expressed in this research report accurately reflect their
personal views about the subject securities or issuers, and (ii) no part of their compensation was, is, or will be directly or indirectly related to
the specific recommendations or views expressed in this research report.
The research analysts whose names appear in this report are not registered/qualified as research analysts with FINRA and may not be
associated persons of Clarksons Platou Securities, Inc., Clarksons Platou Securities AS’ US registered broker-dealer affiliate and, therefore, may
not be subject to the FINRA Rule 2241 restrictions on communications with a subject company, public appearances and trading securities held
by a research analyst account.

Important Information
Clarksons Platou Securities AS’ research is disseminated primarily electronically and, in some cases, in printed form. Electronic research is
simultaneously available to all clients. Individual consultations with analysts may not be disseminated electronically by Clarksons Platou
Securities AS. All material presented in this report, unless specifically indicated otherwise, is under copyright to Clarksons Platou Securities AS.
No part of this material may be (i) copied, photocopied or duplicated in form by any means or (ii) redistributed without prior written consent of
Clarksons Platou Securities AS.
This report has been prepared by Clarksons Platou Securities AS’ equity research department solely for general information purposes to
professional investors only. The report does not constitute and will not form part of and should not be construed as a solicitation of any offer
to buy or sell any security, commodity or instrument or related derivative or to participate in any trading or investment strategy.
This report and any recommendation contained herein speak only as of the date of this report and are subject to change without notice.
Clarksons Platou Securities AS and its affiliated companies and employees shall have no obligation to update or amend any information or
opinion contained in this report, and the frequency of subsequent reports, if any, remain in the discretion of the author and Clarksons Platou
Securities AS. Estimates provided in this report are prepared by employees of Clarksons Platou Securities AS’ equity research department.
Please note that all prices and special levels are indicative, and may not be up to the date specified in this report.
This report is based solely on publicly available information. All information, including without limitation statements of fact, contained herein
has been obtained and compiled in good faith from third party sources believed to be reliable, but has not been subject to independent
verification. Clarksons Platou Securities AS does consequently not make any undertaking, representation or warranty, express or implied, with
respect to the accuracy or completeness of the report. The report is not to be relied upon as authoritative and should not be regarded as a
substitute for the exercise of reasoned and independent judgment by the investor.
Unless otherwise stated on the first page, this report has not been reviewed by the subject company or companies before dissemination. In
instances where part of a report is submitted to the subject company or companies prior to publication, the submission will comply with
applicable law and is for the purpose of ensuring that facts are correct.
The report contains certain forward-looking statements relating to the business, financial performance and results of the relevant issuers
and/or industries and markets. Forward-looking statements concern future circumstances and results and other statements that are not
historical facts, sometimes identified by the words "believes", expects", "predicts", "intends", "projects", "plans", "estimates", "aims",
"foresees", "anticipates", "targets", and similar expressions. Any forward-looking statements and other information contained in this report,
including assumptions, opinions and views cited from third party sources are solely opinions and forecasts which are subject to risks,
uncertainties and other factors that may cause actual events to differ materially from any anticipated development. Neither Clarksons Platou
Securities AS nor any of its affiliates or employees provide any assurance that the assumptions underlying such forward-looking statements are
free from errors nor do any of them accept any responsibility for the future accuracy of the opinions expressed in this report or the actual
occurrence of the forecasted developments. Clarksons Platou Securities AS does not assume any obligation to update any forward-looking
statements or to conform these forward-looking statements to actual results. Please note that past performance of a company or financial
instrument is not necessarily a guide to future performance.
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Limitation of liability
This report has been prepared without regard to any particular investors’ objectives, financial situation or needs, and does not provide
individually tailored investment advice or offer tax, regulatory, accounting or legal advice. The securities discussed in this report may not be
suitable for all investors. This report has been prepared and issued for distribution to professional investors only and all recipients should seek
independent investment advice prior to making any investment decision based on any information contained in this report. Prior to entering
into any proposed transaction, recipients should determine, in consultation with their own investment, legal, tax, regulatory and accounting
advisors, the economic risks and merits, as well as the legal, tax, regulatory and accounting characteristics and consequences, of the
transaction.
Clarksons Platou Securities AS and/or its affiliates and associated persons, including salespeople and traders, may provide oral or written
market commentary or trading strategies to clients that reflect opinions that are contrary to the opinions expressed in this report.
Neither Clarksons Platou Securities AS nor any of its affiliates or any such person’s affiliates, officers, employees or advisers accept any liability
whatsoever as to any errors, omissions or misstatements contained herein and, accordingly, expressly disclaim any and all liabilities for any and
all losses (whether direct or indirect) related to investments caused by or motivated by this report or information included herein. Any person
receiving this report is deemed to have accepted this disclaimer which shall apply also should the estimates or opinions shown turn out to be
to erroneous or incomplete or based upon incorrect or incomplete facts, interpretations or assessments or assumptions by Clarksons Platou
Securities AS, and irrespective of whether Clarksons Platou Securities AS or any person related to Clarksons Platou Securities AS are at fault.

Planned updates
There is no fixed schedule for updating the research included in this report. However, Clarksons Platou Securities AS aims to update
recommendations on a company when:




The target price is achieved
New accounting figures are released
Any material news on a company or its industry is released

Prevention of conflicts of interests and authors’ independence
Clarksons Platou Securities AS aims always to operate in compliance with appropriate business standards, including with respect to conflicts of
interests and the content of reports produced by investment firms and other relevant standards.
Clarksons Platou Securities AS has policies in place to ensure that all recipients of research reports are treated fairly and not discriminated
against. Research analysts are not permitted to accept gifts from issuers they cover in research reports or from other persons who have a
material interest in such issuers. Research analysts are required to inform Clarksons Platou Securities AS of all outside business interests, and
are prohibited from serving as officer, director, advisory board member or employee of any company in the analyst’s area of coverage. The
analysts are not permitted to accept gifts from issuers they cover in research reports or from other persons who have a material interest in
such issuers. Research analysts may conduct site visits to an issuer from time to time but are prohibited from accepting payment or
reimbursement from the subject company for any costs or expenses.
To limit possible conflicts of interests, Clarksons Platou Securities AS has established information barriers to separate departments within
Clarksons Platou Securities AS where potential conflicts of interest may arise. The analysts within Clarksons Platou Securities AS equity research
department are separated from the corporate finance department in order to control the flow of information (“Chinese walls”) and are subject
to internal rules on the handling of inside and other confidential information, unpublished research material and contact with other
departments. The object of the internal rules is to ensure that no analyst will abuse or cause others to abuse confidential information. The
analyst(s) involved in the preparation of this research report has not at the same time been involved in corporate assignments for the
companies discussed herein.

Important Disclosures regarding Clarksons Platou Securities AS Equity Research
Basis and methods for assessment
The opinions and views contained herein are based on numerous assumptions. Different assumptions could result in materially different
results. Furthermore, the assumptions may not be realized. Recommendations in respect of shares and share related instruments are based on
estimates using various valuation methods. These methods include analysis of earnings multiples, valuation of a company using discounted
cash flow calculations and net asset value assessments. For an overview of our basis and methods for assessment, definitions of key terms and
definitions of credit ratings, please refer to http://securities.clarksons.com/Investment-Banking/Research/Disclaimers-and-Disclosures.
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Rating structure
Clarksons Platou Securities AS’ research department operates with 3 rating categories based on the expected absolute return within 6 months.
Investors should carefully read the entire research report, including the definitions of all ratings, and not infer its contents from ratings alone.
Buy
The return is estimated to be in excess of 15%.
Neutral The return is estimated between 15% and minus 5%.
Sell
The return is estimated to be less than minus 5%.

Clarksons Platou Securities AS’ rating distribution
Below is an overview of Clarksons Platou Securities AS’ rating distribution as of 01/10/2018

Ratings
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% of companies under
coverage with this
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% of companies under coverage with this rating
for which CPS has provided investment banking
services in the past 12 month
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Total
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18%
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100%

22%
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30%

Rating and Price Target History for Nordic American Offshore
The latest report prepared by Clarksons Platou Securities AS’ concerning the Company is dated. The recommendation is unchanged.
Clarksons Platou Securities AS’ recommendations regarding the Company the last three years are set out below:
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Risks related to investments and recommendations
Any investment in financial instruments involves risks, such as the risk of no yield or the risk of losing the capital invested. Several factors could
cause the actual results, performance or achievements of the companies and instruments described herein to be materially different from any
future results, performance or achievements that may be expressed or implied by statements and information in this report, including, among
others and without limitation, risks or uncertainties associated with the companies’ business, segments, development, growth management,
financing, market acceptance and relations with customers. More generally an investment will involve risks related to general economic and
business conditions, changes in domestic and foreign laws and regulations, taxes, changes in competition and pricing environments,
fluctuations in currency exchange rates and interest rates and other factors. Should one or more of these risks or uncertainties materialise, or
should underlying assumptions prove incorrect, actual results may vary materially from those described in this report. Some investments
discussed by Clarksons Platou Securities AS have high volatility and may therefore experience sudden and large changes in value that may
cause the investor to lose all or part of their capital investment. International investing may include additional risks related to political and
economic uncertainties as well currency risk.
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The analyst’s assessment of risk is identified by the following terms:
High risk

Medium risk
Low risk

The share is likely to be considerably more volatile than the general index. The reason may be the characteristics of
the company or the company’s industry, or issues associated with the share as a security, such as a recent listing, a
limited free float or the expectation of corporate action.
The share is expected to be about as volatile as the general index.
The share is expected to fluctuate less than the general index, and the Company, the share or the industry has
inherent characteristics that reduce the expected volatility of the share price.

The opinions and views contained herein are based on numerous assumptions as described in this report. Different assumptions could result in
materially different results. Furthermore, the assumptions may not be realized.
This document does not provide individually tailored investment advice and all recipients of this document are advised to seek the advice of a
financial advisor before deciding on an investment or an investment strategy.

Additional Research Disclosure Legends
Clarksons Platou Securities AS does not alone or together with affiliated companies hold more than 1% of the total share capital of any
company on which it issues research. Clarksons Platou Securities AS and its affiliates (and/or their employees) may, however, have investments
in companies/financial instruments (or derivative thereof) featured in this report or have other financial interests in transactions involving
these companies/financial instruments. In addition, Clarksons Platou Securities AS may have or has acted as manager for and provided
investment banking services to a number of companies mentioned in this report. In light of the broad range of financial services and ship
brokerage activities offered and provided by Clarksons Platou Securities AS and the Clarksons Platou Group, however, it can be assumed that
Clarksons Platou Securities AS and its affiliates may currently and may in the future be providing or aim to provide investment banking or other
financial services of a confidential nature (and consequently not referenced herein or on the mentioned web site) to or on behalf of the issuers
referred to in this report.
None of the research analysts responsible for preparing and issuing this report or any member of the analysts’ households have a financial
interest in the securities of the subject companies of this report.

For an overview of Clarksons Platou Securities AS’ and/or its employees’ positions in financial instruments in addition to an overview of the
companies to whom Clarksons Platou Securities AS has provided investment banking services to over the latest 12 months, please refer to
Clarksons Platou Securities AS’ web page http://securities.clarksons.com/Investment-Banking/Research/Disclaimers-and-Disclosures.

Important Disclosures for recipients in the United States
This research report was prepared for information purposes only by Clarksons Platou Securities AS, a foreign broker-dealer that is not
registered in the United States. Clarksons Platou Securities AS’ research reports are intended for distribution in the United States solely to
"major U.S. institutional investors" in reliance on the exemption from broker-dealer registration provided by Rule 15a-6 of the United States
Securities Exchange Act of 1934, as amended and may not be furnished to any other person in the United States. Each major U.S. institutional
investor that receives a copy of a Clarksons Platou Securities AS research report by its acceptance thereof represents and agrees that it shall
not distribute or provide copies to any other person.
Any U.S. recipient of this research report that desires to effect transactions in any securities discussed within this report should do so through
Clarksons Platou Securities, Inc., a U.S. registered broker-dealer and an affiliate of Clarksons Platou Securities AS. All such transactions will be
effected pursuant to Rule 15a-6 of the Securities Exchange Act of 1934 and related interpretations.
Financial statements included in the report, if any, may have been prepared in accordance with non-U.S. accounting standards that may not be
comparable to the financial statements of United States companies. It may be difficult to compel a non-U.S. company and its affiliates to
subject themselves to U.S. laws or the jurisdiction of U.S. courts.
Investing in non-U.S. securities may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the
reporting requirements of, the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities.
Offshore companies are generally not subject to uniform audit and reporting standards, practices and requirements comparable to those in the
U.S. Securities of some foreign companies may be less liquid and their prices more volatile than securities of comparable U.S. entities. In
addition, exchange rate movements may have an adverse effect on the value of an investment in a foreign security and its corresponding
dividend payment for U.S. investors. Net dividends to ADRs, if applicable, are estimated using withholding tax rates conventions deemed
accurate, but investors are urged to consult their tax advisor for exact dividend computations.
This Report may discuss numerous securities, some of which may not be qualified for sale in certain states and may therefore not be offered to
investors in such states. This document should not be construed as providing investment services. Investing in non-U.S. securities, including
ADRs, involves significant risks, such as fluctuation of exchange rates that may have adverse effects on the value or price of income derived
from the security. Securities of some foreign companies may be less liquid and prices more volatile than securities of U.S. companies. Securities
of non-U.S. issuers may not be registered with or subject to Securities and Exchange Commission reporting requirements; therefore,
information regarding such issuers may be limited.
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Important FINRA Rule 2241 Disclosures
The analysts have not been, nor are or will be, receiving direct or indirect compensation in exchange for expressing any of the views or the
specific recommendations contained in the report. The analysts of Clarksons Platou Securities AS’ equity research department are eligible to
remuneration from Clarksons Platou Securities AS’ general bonus scheme. Clarksons Platou Securities AS' analysts receive compensation based
on various factors, including but not limited to, Clarksons Platou Securities AS's overall revenues which include investment banking revenues.
Clarksons Platou Securities AS is not a market maker in any security.

Important Disclosures for recipients in Canada
The information contained herein is not, and under no circumstances is to be construed as, a prospectus, an advertisement, a public offering,
an offer to sell securities described herein, solicitation of an offer to buy securities described herein, in Canada or any province or territory
thereof. Any offer or sale of the securities described herein in Canada will be made only under an exemption from the requirements to file a
prospectus with the relevant Canadian securities regulators and only by a dealer properly registered under applicable securities laws or,
alternatively, pursuant to an exemption from the dealer registration requirement in the relevant province or territory of Canada in which such
offer or sale is made. Under no circumstances is the information contained herein to be construed as investment advice in any province or
territory of Canada and is not tailored to the needs of the recipient. In Canada, the information contained herein is intended solely for
distribution to Permitted Clients (as such term is defined in National Instrument 31-103) with whom Clarksons Platou Securities, Inc. and
Clarksons Platou Securities AS deals pursuant to the international dealer exemption. To the extent that the information contained herein
references securities of an issuer incorporated, formed or created under the laws of Canada or a province or territory of Canada, any trades in
such securities may not be conducted through Clarksons Platou Securities, Inc. or Clarksons Platou Securities AS. No securities commission or
similar regulatory authority in Canada has reviewed or in any way passed upon these materials, the information contained herein or the merits
of the securities described herein and any representation to the contrary is an offence.

United Kingdom and MiFID passport jurisdictions:
Distribution of this material in the UK is governed by the FCA Rules. This Report is intended only for distribution to Professional Clients and
Eligible Counterparties (as defined under the rules of the FCA) and must not be distributed to private customers and investors in the United
Kingdom.

Other Jurisdictions
The distribution and receipt of this report may be restricted by rules and regulations in certain jurisdictions. Furthermore, the securities
referred to in this report may in some jurisdictions not be eligible for sale. Persons into whose possession the report may come are required to
inform themselves about and to comply with all applicable laws and regulations in force in any jurisdiction in or from which it invests or
receives or possesses this report and must obtain any consent, approval or permission required under the laws and regulations in force in such
jurisdiction.
For further disclosures on methods, risks, potential conflicts of interests etc. and applicable disclaimers relevant for this report and the
information contained herein, please see http://securities.clarksons.com/Investment-Banking/Research/Disclaimers-and-Disclosures. All
estimates and opinions expressed in this report should be reviewed in conjunction with the information therein.
This report may not be copied, reproduced or distributed, in whole or in part, by any recipient for any purpose without the prior written
consent of Clarksons Platou Securities AS. If you are not a client of Clarksons Platou Securities AS, you are not entitled to receive this report.
Any and all matters relating to this report shall be governed by and construed in accordance with the laws of Norway.

