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Atlantic Airways in Brief

Our origin, mission, vision, business and strategy

Atlantic Airways was established in order to depekbe Faroese airline industry and airline serviaesd
through this establish a competent aviation envirent in the Faroe Islands.

Since the company’s establishment in 1987 it hasvgrfrom a small company with one aircraft and tedi
capabilities to a company, which operates severatadt and helicopters. At year-end 2013 Atlardicways
had 181 full-time equivalent employees, and operédtaircraft and 2 helicopters.

Our mission is to transport people and cargo byndtin the Faroe Islands as our cornerstone. Ouovis to
enable the Faroese people to travel the world,igiy the best possible service and to remain tieéepred
airline carrier in the Faroe Islands.

In line with our mission and vision statement, Atia Airways strives to provide the Faroe Islandthvgafe,
commercially viable, diverse, and competitive eavel to the rest of the world. Internationallyisitour strategy
to be competitive in niche markets outside the &aislands, while as a company to remain flexiblel an
responsive to changes and opportunities at allstifibe company’s strategy will be reviewed in 2014.

In line with this, Atlantic Airways also prioritizeto be a valued and respected member of our Bmraéty,
creating value, competences and jobs for the Farcasmunity.

Our corporate culture places emphasis on safetglitgu punctuality, customers, profitability and aiified
employees.

The history of Atlantic Airways in brief

Atlantic Airways was formed in 1987 shortly aftdret Faroese government finalized negotiations wigh t
Danish government to allow a Faroese operator ¢oige air services in competition with Danish opers,
who previously had monopoly on this service.

Atlantic Airways has continually developed airlitravel to and from the Faroe Islands since thé fiperation

in 1988 on 28 March. The number of departures tpe@bagen has increased to three per day during high
season, and the company offers flight connectiasth Imorning and evening. Since 1995 the company has
established flight connections to the neighborirgurdries Iceland and Norway as well as high season
connections to UK, Spain and Italy. This continuledrelopment has increased passenger numbers dagfae
Airport from around 90,000 to more than 225,00@@13. Additionally, the company has been at theffont

in promoting the Faroe Islands abroad as a todestination, as well as in developing local tourism

Since 1995, the company has developed helicopteices in the Faroe Islands with Visual Flight R(N&-R)
operations to be able to perform demanding SeardiR&scue (SAR) operations as well as off-shoreatipas.

Atlantic Airways has from day one focused on quatifj the work force in the Faroe Islands to conducange
of jobs within the aviation industry. Atlantic Aiays has trained hundreds of people as enginedas,pi
stewardesses as well as other jobs within the G€kdviation.

Today, Atlantic Airways is among the largest conipanin the Faroe Islands. However, the Faroese home
market is relatively small, and the company thexefalso has a strategic interest in providing sewvioutside

the Faroe Islands based on profitability and releeato Atlantic Airways’ core competences. On this
background, the company has entered the Europedtetrta widen its operations beyond the limiteddemse
market. The company has been involved in air lagiprojects in various European countries, sergcin
renowned companies such as Bristow Helicopters,, 8 1, Air Greenland, British Airways and Akeio8l.

In 2012, Atlantic Airways was awarded with the Hugan Regions Airline Association (ERA) Airline dfet
Year 2012/2013 bronze Award. The nomination waglyahanks to the groundbreaking introduction oé th
RNP AR navigational aid system on the company'ér A319 aircraft, and partly because of the gemnuin
regional service that the company provides to éimeate Faroe Islands on an ongoing basis.
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Letter from the Chairman and the CEO

Dear Shareholder
2013 was another eventful year for Atlantic Airways

The fleet has been renewed in 2013 with the adddfawo Airbus A319, while two BAE Avro RJ airctdfave left
the fleet (the remaining Avro RJ aircraft has bémsed out from August 2014). The addition of twe RAirbus
A319 was decided in connection with the increadmatter activity that the company has witnessed, waitial the
purpose to improve fixed-wing efficiencyhe company entered into two agreements with th@dbatour operator
Atlantic Rejser to provide Airbus A319 charter ceipafrom Denmark to holiday resorts in Egypt, whiwas
planned to optimize our fleet utilization until Z21However, due to the violence in Egypt and subsetjadvice
against travels to the Red Sea area, the chamelugtion has been significantly lower than expectedich has
negatively impacted the full-year result before itma2013 with DKK 4 million.Measurements are continually taken
to try to counterbalance the risk associated wjtbrating charter contracts to Egypt. Furthermdre ,company has
further intensified its efforts in regard to pursgicharter contracts in order to improve capaditization.

The impact from the reduction in the Egypt operaiis well as adverse weather conditions over agari four
weeks in the summer 2013 affected earnings nedptivved resulted in a lower full-year result in 20t®mpared
with 2012. Further, the result of 2013 was alsoatiggly influenced by decreased helicopter actigityl exit costs
in connection with redelivery of an aircraft.

We are proud to note that the company again has tleesen to provide Statoil with rotor-wing andefikwing
support in connection with oil exploration in Faseewaters and that Atlantic Airways again will keas and
operate an AW139 helicopter.

Atlantic Airways expects a clearly better full-yemsult after tax in 2014, compared with 2013. Heasve the
uncertainty regarding flights to Egypt as well dserse weather and fuel prices may have a negatpact on the
result. Other risk factors mentioned in the secti®isk management’ may similarly affect the finaadci
performance.

The Board of Directors decided in November 201&ppoint a new CEO, Jgrgen Holme. Mr. Holme hagdsoli
experience from the airline industry and will dgria transitional period of 1-2 years lead the campancluding a
review of Atlantic Airways’ strategy. He follows Mai Arge, who was the CEO of Atlantic Airways ftietpast 18
years. The Board of Directors wants to thank Mange for his enduring and faithful work in Atlant&irways,
and the achievements he has delivered in his time.

The Board of Directors has instructed the compamasagement to conduct a strategy review of Attafiways.

The aim of this strategy review is to clarify theykstrategic milestones and priorities for the aumyears,
including identification of key investment areadsd the aim is to increase the company’s compeése to the
benefits of the Faroese society and business coitymuncluding the tourism sector. The revised tetgy is

expected to be concluded before summer 2014.

On 10 February 2014 the Board of Directors annodiitseintention to offer DKK 210 per shares of amioal value
of DKK 1 each for the shares not already owned byolfa Landsstyri or Atlantic Airways. This repretsea
premium of 49% compared to the closing price ofaAtic Airways’ share on the previous trading dapeT
intention of the offer is to enable these sharedialdo exit their shareholdings in Atlantic Airwags the shares are
characterised by a limited trading liquidity. Wdeteto the offer document for further informatiorhe offer may
eventually lead to a delisting of Atlantic Airwayen both NASDAQ OMX Iceland and NASDAQ OMX
Copenhagen.

In the end of February 2014 Vagar Airport choogefotm a new company together with Atlantic Airwagé- to
operate the duty-free stores at Vagar Airport.

We believe that Atlantic Airways is in a strong jties to continue to serve the Faroe Islands witteleable and
competitive product, and we will continue to reirf® our work in order to meet our customers’ anchens’
expectations. Lastly, we want to thank all our esgpks for their important contribution and effofts the
company in 2013.

Niels Mortensen Jorgen Holme
Chairman of the Board CEO
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Fourth quarter of 2013 in brief

Financial highlights

Q

Revenue in the fourth quarter of 2013 was DK
119.3 million, compared with DKK 115.8 million in
the fourth quarter of 2012

Earnings before interest, taxes, depreciation &
amortization (EBITDA) in the fourth quarter of 201:
were DKK 6.4 million, compared with DKK 14.9
million in the fourth quarter of 2012

Total depreciation and impairment in the fourt
quarter of 2013 was DKK 12.2 million, compare
with DKK 15.8 million in the fourth quarter of 2012

Net financial items in the fourth quarter of 201
amounted to DKK -2.8 million, compared with ne
financial items of DKK -1.9 million in the fourth
quarter of 2012

The result before tax in the fourth quarter of 20:
was DKK -8.6 million, compared with DKK -2.7
million in the fourth quarter of 2012

Net result after tax in the fourth quarter of 2@&s
DKK -7.1 million, compared with DKK -2.2 million
in the same period the previous year

Traffic development

Q

The number of passengers carried on schedu
services in the fourth quarter of 2013 was 47,2¢
compared to 45,297 in the fourth quarter of 2012

The load factor on scheduled services in the fou
quarter of 2013 was 69%, compared with 73% in t
fourth quarter of 2012

The total number of aircraft block hours operatesw
1,628 in the fourth quarter of 2013, compared wi
1,451 in the fourth quarter of 2012

Block hours sold on ACMl/charter operations in th
fourth quarter of 2013 was 536, compared with 344

3 ATLANTIC AIRWAYS

The year 2013 in brief

Financial highlights

a

a

Total revenue in 2013 was DKK 542.2 million,
compared with DKK 501.3 million in 2012

Earnings before interest, taxes, depreciation and
amortization (EBITDA) were DKK 81.5 million in
2013, compared with DKK 83.3 million in 2012

Total depreciation and impairment in 2013 was DKK
62.6 million, compared with DKK 58.2 million in 2Q1

Net financial items amounted to DKK -9.8 million in
2013, compared with net financial items of DKK -8.0
million in 2012

The result before tax was DKK 9.0 million in 2013,
compared with DKK 17.1 million in 2012
Net result after tax was DKK 7.4 million in 2013,
compared with DKK 14.0 million in 2012

The cash position at year-end 2013 was DKK 116
million, compared with DKK 97 million the previous
year

The export value was 48% of turnover, corresponding
to DKK 259 million

As of 31 December 2013, equity was DKK 248 million,
resulting in an equity ratio of 51%

The number of full-time equivalent employees in 201
was 181 on average, compared with 172 in 2012

Traffic development

Q The number of passengers carried on scheduled

services in 2013 was 225,200, compared with 208,329
in 2012

The load factor on scheduled services in 2013 nesdhi
unchanged at 74%, compared with 2012

The total number of aircraft block hours operated i
2013 was 7,754, compared with 7,156 block hours in
2012

Block hours sold on ACMI/charter operations in 2013
was 2,512, compared with 1,823 in 2012

Q Block hours on helicopters were 633 in 2013,
the fourth quarter of 2012 compared with 1,162 in 2012
Block hours on helicopters were 144 in the four
quarter of 2013, compared with 276 in the four
quarter of 2012
Annual Report 2013 Page6
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Financial highlights and key ratios

201:¢ 201z 2011 201C 200¢
INCOME STATEMENT (DKK 1,000)
Net sales 541.314 501.303 435.523 401.790 402.137
Other incom 881 0 11E 88C 0
Result before depr., amort. and impairm. (EBITDA) 81.532 83.345 74.359 69.049 43.633
Depreciations, amortisations and impairn -62.64: -58.20( -43.07: -49.54¢ -63.00:
Result before financial items (EBIT) 18.890 25.145 31.288 19.503 -19.368
Net financial items -9.798 -8.012 -4.103 -3.933 11.745
Share of profit/loss of associa -10¢ -17 31C -48¢ -441
Result before tax (EBT) 8.983 17.116 27.495 15.082 -8.064
Tax -1.61% -3.081 -4.94¢ -2.73¢ 1.45¢
Profit 7.36¢€ 14.03¢ 22.54¢ 12.34¢ -6.60¢
BALANCE SHEET (DKK 1,000)
Assets
Total non-current assets 331.828 370.474 241.095 221.100 303.389
Total current asse 152.05: 129.65¢ 141.08t 189.61¢ 96.46"
Total asset: 483.87¢ 500.13¢ 382.18: 410.71¢ 399.85t¢
Equity and liahilities
Total equity 248.487 247.293 249.626 227.487 214.377
Total non-current liabilities 141.568 164.534 64.393 67.452 127.797
Total current liabilitie 93.82¢ 88.30: 68.16: 115.77¢ 57.68:
Total equity and liabilities 483.87¢ 500.13¢ 382.18: 410.71¢ 399.85¢
Cash flows (DKK 1,000)
Net cash flow from operating activities 73.898 85.961 83.065 62.077 70.310
Net cash flow used in investing activities* -24.043 187.596 575 -31.098 -65.384
Net cash flow from financing activiti -30.97¢ 100.16° -66.21: -15.35:¢ -21.76¢
Cash flows for the perioc 18.87¢ -1.46¢ 17.42¢ 15.62¢ -16.84:
*Of this purchase of property, plant and equipment -22.400 -183.363 3.565 -29.916 -61.360
Financial ratios
EBITDAR (DKK 1,000) 94.354 93.937 81.709 74.679 54.805
EBITDAR margin (%) 18% 19% 19% 19% 14%
Return on investment (%) 4% 5% 8% 5% -5%
Current ratio (%) 162% 147% 207% 164% 167%
Solvency ratio (%) 51% 49% 65% 55% 54%
Return on equity before tax (%) 4% 7% 12% 7% -4%
Return on equity after tax (%) 3% 6% 10% 6% -3%
Income/cost ratio (%) 1,02 1,04 1,07 1,04 0,98
Shares
Number of shares (1,000) 1.035 1.035 1.035 1.035 1.035
Earnings after tax per share (DKK) 7,12 13,56 21,78 931, -6,39
Dividend per share (DKK) 0 4 7 7 0
Share price end of period (DKK) 141 121 100 116 142
Share price end of period/Earnings after tax pares{P/E) 19,81 8,92 4,59 9,73 -22,24
Traffic statistics
Capacity - scheduled flight (ASK) (1,000)** 396.348 58539 324.741 337.467 346.896
Traffic - scheduled flight (RPK) (1,000)** 292.070 @672 249.467 252.140 265.050
Load factor (%)** 74% 74% 7% 75% 76%
Passengers carried on scheduled flight 225.200 208.32193.450 186.704 196.238
Total number of passengers 299.782 266.953 260.457 219.737 316.860
Block hours 8.387 8.318 8.813 8.244 10.433
Other
Number of full-time employees 181 172 166 167 205
Aircraft operated as at 31 December** 4 4 4 3 5
Helicopters operated as at 31 December** 2 2 2 3 3

**In 2011-2013, the distance is calculated using tBreat Circle Distance. 2009-2010, distance basedstimated flown distance

**Fleet in service, excluding aircraft leased ¢
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Management’'s Review

Developments throughout full-year 2013 and the fouh quarter 2013

The financial performance in 2013 amounted to aelowesult compared with 2012, mainly due to extlawarily
high cancellation and diversion costs, a signifilsareduction in planned operations to Egypt, dasssl helicopter
activity and exit costs in connection with redetivef an aircraft. The full-year result for 2013aftax was DKK
7.4 million, compared with DKK 14.0 million in 201Zhe result before tax was DKK 9.0 million in 2013
compared with DKK 17.1 million in 2012. Earningsdie depreciation (EBITDA) were DKK 81.5 million 2013,
compared with DKK 83.4 million in 2012, a decreafe2%. Total revenue for the year 2013 was DKK 242,
million, compared with DKK 501.3 million in 2012¢gealing an increase of 8%.

The result after tax in the fourth quarter of 20i&s a loss of DKK 7.1 million, compared with a lessDKK 2.2

million in the fourth quarter of 2012. The resuliftre tax in the fourth quarter of 2013 was a lo§®KK 8.6

million, compared with a loss of 2.7 million in tHeurth quarter of 2012. EBITDA decreased from DHK.9

million in the fourth quarter of 2012 to DKK 6.4 lfion in the fourth quarter of 2013. Total revennethe fourth
quarter increased from DKK 115.8 million to DKK 129million, an increase of 3%. The main explanatactors
for the lower result in the fourth quarter of 20d@re lower contribution from ACMlI/charter operatioodue to a
reduction in planned operations to Egypt, decredsdidopter activity, higher leasing costs and offeemployee
costs in connection with changes in the managegrenip. Turnover and profit are generally low in finst and the
fourth quarter of the year and highest in the thindrter due to the seasonal variation in thenaifiusiness.

In the Annual Report 2012, the company expectethenease in the full-year result for 2013, companéith 2012.

The financial guidance was later lowered in conpecwith the half-year report and the Q1-Q3 re[@i3 due to
adverse weather in the Faroe Islands in July 2@itBaasignificant reduction in operations to Egyptigsed by the
disturbances and advice against all non-essemsigelt to the Red Sea resorts. The result was m With the

financial guidance outlined in the Q1-Q3 report 20ih which the company expected the full-yearZ64.3 to be
profitable, but lower than the full-year result £2012.

Airline industry and market conditions

The general outlook for airlines is improving aatiog to the International Air Transport AssociatipATA), yet
there are underlying differences between regionssaigments. IATA has estimated that passengeictiafEurope
increased by 3.9% in 2013, and passenger capacityased by 2.5%. The growth in European economybkped
to generate growth in air travel in 2013.

According to the Faroese Economic Council, the &sgoeconomy has experienced an increase in GDRwfich
3% in current prices in 2013. The estimated growdte in 2014 remains at the same level. However, th
government debt has increased due to deficit ingtiMernment accounts. The salmon industry and #iagjc
industry have both developed positively in 2013,levithe traditional fishing industry still has beé&ating very
challenging circumstances. The Faroese businesidenne indicator has developed positively in 2GikR®i the
unemployment rate has decreased.

In 2013 the EU enforced a boycott of the Faroentidain regard to herring and mackerel-related prtsdand
transport. If this conflict between the EU and Bagoe Islands either exacerbates or remains urtsalve relatively
stable economic climate in the Faroe Islands &lyfiko meet challenges.

Adverse weather

Air traffic to and from the Faroe Islands was selgernffected by adverse weather with fog and losibifity during
July 2013. In this period, 120 flights were delayedperiods of more than two hours, affecting 0®,@assengers.
During the period, 36 flights were cancelled andflights had to be diverted to destinations in tteghboring
countries. The traffic interruptions in this periaffected the company’s earnings negatively withkD&5 million.
The total cost of diversions and cancellation in2@mounted to DKK 14 million, compared with DKK fyillion
in 2012. Without the RNP AR navigational systemippgad aircraft, Atlantic Airways would have experied an
estimated additional 20 diversions or cancellations
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Fleet renewal

In 2013 the aircraft fleet has changed from thré&RB\vro RJ and one Airbus A319 at the beginninghef year, to
one BAE Avro RJ and three Airbus A319 at year-eAd3 The introduction of the second and third AFtAB19
has decreased the company’s operation cost pdablaseat, as the aircraft can carry larger Idatirost a 50%
increase), has increased flight regularity, imptb¥eel economy and has opened up new markets fir the
company’s scheduled and charter services.

The Airbus A319 fleet has been modified in ordestipport the groundbreaking RNP AR navigationalsyistem.
The RNP AR 0.1 system has improved flight operatmrand from Vagar in several ways: First, it hagtfer

enhanced safety with its precision and stabilizggieach. Second, it has paved the way for a loweistbn height
and a higher regularity. Third, approaches haverawvgd comfort as more turbulent areas can be agloigieurth,
the system has also saved fuel and CO2 emissisiteeaew approach patterns save up to 8 minutégmg time

per round trip.

Atlantic Airways is the first operator in Europeitdroduce RNP AR 0.1, and has thus been a spehrhepplying
new cutting-edge terminal area navigational aithnetogy at airfields with limited accessibility, €ltio terrain and
adverse weather.

Segment developments

The supply of seats (ASK) on scheduled serviceXitB was 10% higher in 2013 compared with 2012¢vohg
increased Airbus A319 capacity and an extendedernatwork. Scheduled passenger traffic, measureevienue
passenger kilometers (RPK) also increased by 10%. plassenger load factor remained unchanged at THhé&o.
increase in passenger numbers in scheduled seini@Xl3 may be attributed to, among other, impdorerket
conditions, new routes, and the involvement of Eaesbased work overseas as well as a growth irstaraffic.

The Airbus A319 fleet has opened up for new rowt@h longer ranges. A direct summer route from Hazoe
Islands to Barcelona opened in 2012, and a nevetdstemmer route from the Faroe Islands to Milanenag in
2013. The customers have shown appreciation fongleroutes, which will continue in 2014.

The planned expansion in charter traffic led tdramease of 38% in the ACMI/charter activity measuin block
hours. The company has signed two agreements wiéimt’c Rejser to provide Airbus A319 charter capafrom
Denmark to holiday resorts in Egypt. This operati@gan in June 2013, and it was planned to ext@adperation
in October 2013. However, the level of productiooni Atlantis Rejser’s activity has been signifidgribwer than
originally planned, due to violence in Egypt. THeaurer flights to Egypt were interrupted during Aisg2013, as
the Danish Foreign Ministry on August 16 advisediast all non-essential travel to the Red Sea tesorEgypt
until further notice. This advice was withdrawn &eptember 24, 2013, but the situation led to aifsignt
reduction in charter production from August to Dmber 2013, compared with planned production. T hienesed
negative impact from the situation in Egypt on teenpany’s 2013 full-year result before tax amourite®KK 4
million. Beyond this, in 2013 Atlantic Airways hasovided ad hoc flights in Europe and charter sefog other
tour operators in Denmark, as well as provided AGdpacity to other airlines. In the first quartér2013 the
company had flown on an ACMI contract in Chile.

A significant proportion of charter operations dgyithe winter were based on flights to Egydeasurements are
continually taken to try to counterbalance the dskociated with operating to Egypt. Furthermdre dompany has
further intensified its efforts in regard to pursgicharter contracts, in order to improve capacitjization
throughout the year.

Contribution from the fixed-wing segment has impgrdvn 2013 compared with 2012, due to increaseditgcand
better fleet utilization, while the contributiorofn the rotor-wing segment decreased in 20013 cagdpaith 2012,
due to no off-shore activity.

The company has in 2013 provided Search and R€SAR) and domestic helicopter services in the Fastzands.
One helicopter has been modified to support a neghtN/ision System, and final operational approga¢xpected
to be obtained from EASA and Danish CAA Medio 20THis helicopter was out of service most of 2018 thua
heavy maintenance check and the installation of rifeification. Due to unforeseeable complicatiotise
modification lasted longer than expected and hathaginal negative effect on the company’s earnings.
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New CEO

In November 2013 the Board of Directors decidedappoint Jgrgen Holme as the company’s new CEO. He
followed Magni Arge, who was the CEO of Atlanticniays for the past 18 years. The Board of direciasts to
thank Magni Arge for his good and faithful workAtlantic Airways. Jargen Holme has been appointedafperiod

of one to two years with the task of leading thenpany, including a review of the future companyat&gy.

Mr. Holme has experience from the airline industry fr&®S, Spanair and Air Greenland, primarily in lewadi
commercial positions. Latest he was Head of SER Rank Denmark.
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Operational Review

Traffic summary

The total fleet production (the number of block m)uncreased by 1% in 2013, compared with 2012ed~wing
and rotor-wing aircraft were airborne for a totaBg387 block hours in 2013, compared with 8,31&klhours the
previous year.

Scheduled services accounted for 62% of fleet priogiu in 2013, ACMI/charter operations for 30% dredicopter

services accounted for 8%. In 2012 scheduled sesvaccounted for 64%, whereas ACMlI/charter 22% and
helicopter services accounted for 14% of fleet pobidn.

Traffic information

Q4 2013 Q4 2012 Change Change 2013 2012 Change Change
Passengers pass pass pass % pass pass pass %
Scheduled services 47.243 45.297 1.946 4% 225.200 208.3296.871 8%
Helicopter operations 936 2.709 -1.773 -65% 5.483 10.135 4.652 -46%
Block hours hours hours hours % hours hours hours %
Scheduled services 1.093 1.106 -14 -1% 5.242 5.332 -90 -2%
ACMI/Charter operations 536 344 191 55% 2.512 1.823 689 38%
Aircraft in total 1.628 1.451 177 12% 7.754 7.156 599 8%
Helicopter operations 144 276 -132 -48% 633 1.162 -529 -46%

1.772 1.727 45 3% 8.387 8.318 70 1%

The fixed-wing fleet was airborne for 7,754 bloakuhs, compared with 7,156 block hours in 2012. ihlceease in
block hours derived from increased ACMI/charteinatstin 2013 compared with the previous year.

The number of hours flown on scheduled servicesedsed by 2% in 2013 to 5,242 block hours duedattjusted
average seat capacity caused by the increasedsAkBL9 fleet, with its increased seat capacity. eloav, in the
same period the supply of available seat-kilomeatarscheduled services increased by 10% compated2@4.2.

Total block hours
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ACMl/charter operations increased from 1,823 blbokrs in 2012 to 2,512 block hours sold in 2013mBed for
operations on behalf of other airlines (ACMI) ha=eb low in 2013, while demand for other charteghfls has
increased compared with 2012.
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Helicopter activity was lower in 2013 than the poes year. The helicopters were airborne for 63@r&iin 2013,
compared with 1,162 hours in 2012. There has beeaffishore activity in 2013, which is the main exptory
factor to the decline in production. The helicoptgerations were based on two helicopters in coisgarwith
three helicopters the previous year.

In the fourth quarter of 2013, aircraft and helimyp were airborne for a combined total of 1,77@cklhours,
compared with 1,727 block hours in the fourth geradf 2012, corresponding to an increase of 3%. ACharter
operations have increased 55% compared with thehf@uarter of 2012, due to addition of chartegtis from
Denmark to Egypt on behalf of the Danish tour ofmerétlantis Rejser. Block hours on scheduled smwihave
decreased 1% in the fourth quarter of 2013 compaitidthe same period the previous year, due tantpact from
the fleet renewal with increased Airbus A319 catyaon the main routes. Helicopter activity was #igantly

lower in the fourth quarter of 2013 compared with fourth quarter of 2012, due to no offshore #gtin 2013.

The total number of passengers on the companycsafirand helicopters amounted to 300,000 in 2@b&pared
with 267,000 in 2012. This increase stems from dinoim passenger numbers on scheduled flights ak asel
ACMl/charter flights, while passenger numbers olicbhpter flights were lower.

Occurrences of irregularities caused by adversehgeavere higher in 2013 compared with 2012. Exttaarily

severe fog in July 2013 caused unprecedented waatkeruptions over a period of four weeks. Durthgs period,
120 flights were delayed for periods of more thaa hours, affecting 12,000 passengers, 36 fliglgeeveancelled
and 18 flights had to be diverted to destinatiomghie neighboring countries. Without the RNP ARippad

aircraft, the company would have experienced furBttediversions.

Scheduled services

Both scheduled passenger traffic, measured in tevpassenger kilometers (RPK), and passengerctifiacity,
measured in available seat kilometers (ASK), ineedaby 10% in 2013 compared with the previous yEae. load
factor on scheduled services remained unchangédatin 2013 compared with 2012. In the fourth ceraof 2013
the load factor on scheduled services decreasé8%oin the fourth quarter of 2013 from 73% in tbarth quarter
of 2012.

Faroe Islands

The total number of passengers carried on schedadces hit a record high in 2013 with 225,008seagers.
This is an increase of 8% from 208,000 in 201226,200 in 2013, and passenger numbers increasdéolip the
fourth quarter of 2013 compared with the fourthrtgraof 2012. The lower growth rate in the fourtiager of 2013
may be partly due to no oil-related activity in ff@roe Islands in 2013.
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The year 2013 is the third consecutive year witkspager growth on the company’s scheduled sensusss the
economic recession began in late 2008 in the aétériof the global financial crisis, and which sujpsently led to a
significant decrease in passenger numbers. Gefaatalrs contributing to the passenger growth mayirfetance
include improved market conditions, the involvemehtaroese-based work force overseas and the sixymaaf
the company’s route network.

The seasonal fluctuation in scheduled traffic remdiigh. Frequencies to Danish airports vary fr@mpér week
during the traditionally low-activity winter seasda 30 per week during high season in the summéantic
Airways normally undertakes C-checks during the-Bmtivity season and shifts surplus capacity toutkzed
within the ACMl/charter business during the winter.

Denmark

Passenger numbers on the Danish routes, whichdechutes between the Faroe Islands and CopenhRijend

and Aalborg respectively, increased from 183,00Q@042 to 195,000 in 2013, equal to a 7% increasmiléble
capacity (ASK) increased approximately 9% in 20d@npared with 2012, while passenger traffic (RRiCréased
7%. Thus, the load factor decreased from 76% to irb2013.

The main part of the flights between Faroe Islaadd Denmark are now flown with Airbus A319 aircrafhe
introduction of the A319 has resulted in lower C&gissions and fuel cost per passenger.

Scheduled services - Denmark
Number of passengers

250.000
200.000
150.000 —
100.000 —
50.000 —
0 T T . T ——
2009 2010 2011 2012 2013

In 2013 Atlantic Airways continued to promote amdrease awareness in Denmark about the Faroe $simndn
attractive tourist destination with support fronsWiFaroe Islands, the Faroe Islands’ tourist oigion. Denmark
is the most important tourism market for the Fasbends.

Competition from the ship operator, Smyril Line, @ris route remains at the same level with two week
frequencies to/from Hirtshals, Denmark.

Iceland

Atlantic Airways has three scheduled flights peetweuring the high season (summer months) betweeRdroe
Islands and Reykjavik, and two flights per weekingrthe low season (winter months). Traffic to d@noim
Iceland has increased by 8% in 2013. Supply of dapes expected to remain at the same level id201

The company still considers Island an important kaafor outbound as well as inbound traffic for gktic

Airways. There is potential for increased connectmaffic to North America via Keflavik Airport, &tand, where
Icelandair currently provides a wide selection ohmections to the American continent. The flightestule for
2014 is organized so that passengers can trawogfim Reykjavik to Keflavik and connect with flighto North
America without having to stay overnight in Iceland

It may become necessary to change from Reykjawik Alrport to Keflavik Airport, when the last BAE o RJ
leaves the company’s fleet.
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Seasonal routes

The services to our neighboring countries are ingmarfor the Faroe Islands in order to develop rmess and
leisure travel originating from the Faroe Islands,well as to accommodate the incoming tourist segniThe
neighboring countries of United Kingdom and Norveag serviced on a seasonal basis. However, theaipmp
has flown to Norway during the autumn and winterigue 2013/14 to support the growing number of Faeoe
nationals working in Norway.

Atlantic Airways has direct flights between the é@aislands and Bergen in Norway twice per weeknduthe
busy summer season, and has in addition flown tgddeand Stord during the autumn and winter period.
Furthermore, the company will in 2014 establishesittied services between Faroe Islands and Norwarygdine
period of exploration drilling in Faroese waterdjioh is expected to start in April 2014 and isrestied to last
for 5-8 months.

Throughout 2013 the company had direct flights leetwthe Faroe Islands and London twice per wedkgltie
summer high season, starting in the beginning né &nd ending in the beginning of September, akasgdlights
during the Easter holiday. The passenger numbenm® weachanged in 2013 compared to 2012, but the
contribution from this route has not been satisfiact

In 2014, Atlantic Airways will change the seasormlte between the Faroe Islands and London, fromdbn
Gatwick to London Stansted Airport due to shortistasthce. The flights will start in early June anién late
August. This route will still be the only directgsenger link between the Faroe Islands and the UK.

Scheduled services - Other destinations
Number of passengers
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The new Airbus aircraft allow Atlantic Airways tgerate with a longer range of flight, and thus aleoability to
provide services to destinations, which previowsiyld not be served directly from the Faroe Isladslirect,
weekly summer service from the Faroe Islands toc8ana in Spain has been established and a newt dire
summer route from the Faroe Islands to Milan ityl&tarted in 2013. Both routes have been welliveckand
created new traffic as well as replaced some traffihich previously went via Copenhagen and Lontmn
Southern Europe. The summer service to Barcelohdiextended to 5 months from May to October 014
The route to Milan is like in 2013 operated betwéene and August.

Charter/ACMI operations

Charter activity (measured in block hours) incréaby 38% in 2013, compared with 2012. Block hous&l s
increased from 1,823 to 2,512 due to expansiomamter series including flights from Denmark to Bgy

Atlantic Airways has provided services in sevetahrter segments, such as ad hoc flights in Europedrious
clients as well as charter series for tour opesaitorDenmark. In June 2013 the company startedigiray Airbus
A319 charter capacity on behalf of the Danish toperator Atlantis Rejser between Denmark and Egypis
operation was interrupted during August 2013 adXarish Foreign Ministry on August 16 advised aghail non-
essential travel to the Red Sea resorts in Egytitt funther notice. This advice was withdrawn onp&amber 24,
2013. The situation in Egypt led to significantwetion in charter production from August to Decemlisempared
with planned production. Consumer confidence tdkas to recover. Measurements are continually taketny to
counterbalance the risk associated with operatpgcity to Egypt.
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Charter/ACMI operations
Airbome hours
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The ACMl/charter activity increased by 55% in tlouth quarter of 2013, compared with the fourthrtgraof
2012, from 344 to 536 block hours due to additibotmrter flight from Denmark to Egypt on behalftbé Danish
tour operator Atlantis Rejser.

The contribution from ACMIl/charter to the companysgerall result is in general related to the numtiiehours
sold and the average yield per hour, while turnasesignificantly influenced by the type of chartgperations.
ACMI operations generate lower turnover as theamust carries a large proportion of flight expenselsile ad
hoc, corporate charters and charter operations edralb of tour operators include all operational tsosThe
contribution per hour from the charter/ACMI segmkas improved in 2013 compared with 2012.

The competition has been intensified as a conseguehovercapacity in the ACMI/Charter market. Tdeanpany
has intensified its efforts in regard to pursuihgrter contracts in order to improve capacity zaiion.

Helicopter operations

The airlines helicopter activity has in 2013 beasdal on the two Bell 412 helicopters in ownershipese two Bell
412 helicopters provide the Faroese government 3éthrch-and-Rescue (SAR) coverage 24 hours a slayglhas
domestic services provided for the Faroese govemhnighe company’s helicopters were airborne for 688k

hours in 2013, compared with 1,162 block hours@da2due to no off-shore activity in 2013. Block h®in the
fourth quarter of 2013 amounted to 144, comparet &6 in the same period in 2012. However, therdmrtion

in this segment is not only reflected in the numbkblock hours flown, but also by the number ofitacts, the
contract length and the level of provided helicopggacity.

Atlantic Airways has a four-year contract with tRaroese Ministry of Fishery and the Ministry of listry to
provide helicopter SAR coverage 24 hours a dayels as domestic transport to the most remote @sai his
contract expires at the end of 2015. The SAR senwias called out on 44 occasions during 2013. Bhepany has
provided domestic helicopter services in the Fastads since 1994 and SAR operations since 2001.

Since 2001 the company has assisted all oil corapanivolved in oil exploration in the Faroe Islantts January
2014 Atlantic Airways won a tender with Statoilgoovide helicopter services in connection witheiploration in
Faroese waters in 2014. The company will also pl@vixed-wing transport during the period of explimn
drilling, which is expected to start in April andtinated to last for 5-8 months. The helicopteniser will be
provided with an AW139 helicopter, which will beaked in to fulfill this contract.

Other income areas

Ancillary revenues and revenues from duty-freessas well as cargo and mail transportation, iregddy 11% in
2013 compared with the previous year. Duty-fre@ine increased 13% in 2013, and income from cargonaaul
increased 3%.

Atlantic Airways has operated the duty-free stoatshe Véagar Airport since its opening in Janua®@2 In
December 2013, Vagar Airport decided to operate dhy-free stores on their own effect from May 2014
However, In February, the airport chooses to caateewith Atlantic Airways P/F to form a new compatoy
operate the duty-free stores at Vagar Airport.
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Fleet development

Four fixed-wing aircraft were in service at yeade2013: three Airbus A319 and one BAE Avro RJ1(Q@ratit.
The BAE Avro RJ100 and one Airbus A319 aircraft er¢he company’s ownership, while two Airbus A3di®
on lease contracts, which expire in 2016. The aeege of the fleet is 8 years.

Aircraft fleet (as of December 31, 2013)

Fleet in service, excluding . Manufact.
aircraft leased out
A319 3 1 2004-2012
Avro RJ100 1 1 1999
Bell 412 2 2 1993-1997
Expected fleet changes
1 AW139 (lease in) March-October 2014

(Short-term lease)

1 Avro RJ 100 (Phase-out) 2014

The BAE Avro fleet was reduced from three to on@13. Atlantic Airways has since the very firsgffit in
1988 relied on the BAE/Avro aircraft set-up for disallenging operations. One BAE Avro RJ-85 le# fleet in
April 2013 on a sublease to the Chilean carrier Caé the last BAE Avro RJ-85 was sold to North Baoiin
Canada in December 2013. In February 2014 the coynjgased out the remaining Avro RJ-100 aircraftdo
period of 17-30 months to Malmg Aviation in Swedkth effect from August 2014.

The Airbus A319 fleet was extended from one toghaicraft in 2013. The second Airbus A319 entehedfleet
in June 2013 and the third in October 2013. Theemged Airbus A319 capacity has to an extent begrioyed
on the route network during high season, and migglessible to open a new weekly summer route betweeoe
Islands and Milano, but has also been the backlotie increased charter activity out of Denmark.

The Airbus A319 aircraft are approved to fly RNP ARL approaches and take-offs, which has increts=d
safety margin, enabled a significantly higher ftiglgularity and reduced fuel burn. Atlantic Airvgalyas worked

closely with Airbus subsidiary, Quo Vadis, on thi®ject and has had a constructive cooperation thhDanish

Civil Aviation Authorities. The seat capacity hdsabeen increased with the Airbus aircraft, wHicls 144 seats
available in comparison to 95 seats on the AvraiRiIaft.

At year-end 2013, the helicopter fleet consistedwaf Bell 412 helicopters. One is specially equigbfer SAR

operations and is primarily used for this, but @dso be used for passenger transport. The othdr4B&l

helicopter is primarily used for passenger trans@ord off-shore operations, but also serves as ckulpa
helicopter for SAR operations. As part of the fgear contract from January 2012 with the Faroeseidity of

Fishery and Ministry of Industry, both helicoptev#l be upgraded to a higher SAR standard.

The company has signed a lease contract with thegopa of leasing-in an AW 139 helicopter on a shenrn
lease, in order to support Statoil’s oil exploratio Faroese waters in 2014.

The total book value of the current aircraft antidopters at year-end 2013 was DKK 274 million.
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Financial Review

Financial statement, 1 October — 31 December 2013

Revenue
Total revenue in the fourth quarter of 2013 inceeb8% to DKK 119.2 million, from DKK 115.8 millioin the
fourth quarter of 2012.

Business area
Percentages of Total Revenue
2013

M Scheduled services
m ACMI/Charter

operations

Helicopter

Revenue from scheduled services increased by DKkxtillion to DKK 88.8 million in the fourth quartesf 2013
compared with the fourth quarter of 2012. The imege mainly derived from an increase in the numbder o
passengers and increased ancillary revenues.

Revenue from fixed-wing ACMl/charter operationsreased by DKK 7.1 million to DKK 20.8 million in ¢hfourth
quarter of 2013 compared with the fourth quarte2@f2, due to addition of charter flight from Denknto Egypt
on behalf of the Danish tour operator Atlantis RejsThe contribution from ACMI/charter operationashbeen
significantly lower than expected due to reducfiooperations to Egypt.

Revenue from helicopter operations decreased by RRK million to DKK 9.7 million in the fourth quear of
2013, compared with the fourth quarter of 2012hase was no offshore activity in 2013.

Flight expenses

Flight expenses increased by DKK 8.2 million in fberth quarter of 2013, compared with the fourttager of
2012. The increase is mainly attributed to incrda&€MIl/charter activity, passenger-related costs tuincreased
passenger numbers as well as higher leasing eostsinection with the fleet renewal.

Employee costs
Employee costs were DKK 27.8 million in the foudharter of 2013, compared with DKK 24.9 million tine
fourth quarter of 2012.

Depreciation
Depreciation and impairment for the fourth quamér2013 was DKK 12.2 million, compared with DKK 85.
million in the same period the previous year.

Financial items
Net financial items amounted to DKK -2.8 milliontime fourth quarter of 2013, compared with DKK -nfllion in
the fourth quarter of 2012.
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Financial performance
EBITDA was DKK 6.4 million in the fourth quarter @013, compared with DKK 14.9 million in the fourguarter
of 2012, a decrease of 57%.

The result before tax in the fourth quarter of 20d% DKK -8.6 million, compared with DKK -2.7 mitih in the
fourth quarter of 2012.

The fourth quarter result after tax in the fourthager of 2013 was DKK -7.1 million, compared witiKK -2.2
million in the fourth quarter of 2012.

Financial statement, 1 January — 31 December 2013

Revenue
Total revenue was DKK 542.2 million in 2013, comgmamwith DKK 501.3 million in 2012, an increase oKR
40.9 million or 8%.

Revenue from scheduled services increased by DKRK 2dllion in 2013 to DKK 396.2 million compared thithe
previous year, mainly due to an increase in passengffic and increased ancillary revenues. Howepassenger
yield was slightly lower in 2013, compared with 201

Revenue from fixed-wing ACMl/charter operationsregsed by DKK 35.2 million in 2013 to DKK 105.2 hiah
compared with 2012, due to planned expansion imtehaeries including flights from Denmark to Egypthe
contribution from ACMIl/charter operations has imyped in 2013 compared with 2012.

Income from helicopter operations decreased by 28K million in 2013 to DKK 40.8 million comparedttvthe
previous year, as there was no offshore activit2@i3. The total contribution from helicopter opinas has
decreased in 2013, compared with 2012.

Flight expenses

Flight expenses increased by DKK 32.3 million ill20compared with 2012. The increase is mainlyiragiflom
increased activity in the fixed-wing ACMI/charteegnent, higher passenger-related costs due toasede
passenger numbers, higher costs related to tiafécruption as well as cost related to redelivafrgircraft.

Fuel is one of the main operating costs in aviation2013, fuel costs accounted for 23% of the afenal
expenses, compared with 24% in 2012. The compdugkcosts have increased by DKK 5.8 million in 201
compared with 2012 due to increased fixed-wingvégti The jet fuel price in DKK during 2013 has Ipeslightly
lower, compared with the previous year. The impd¢he European Emission Trading Scheme EU ETBcisided
in fuel costs. Fuel expenditure is partly beenadffsy fuel surcharges.

Employee costs

Employee costs amounted to DKK 107.4 million in 20@éompared with DKK 96.9 million the previous ye@he
number of full-time equivalent employees was 18lawvarage in 2013, compared with 172 in 2012. Theegse in
employee costs is partly due to increased fixedgwaictivity and temporary activity related to theapb-in of Airbus
aircraft.

Depreciations
Depreciation and impairment amounted to DKK 62.8iom in 2013, compared with DKK 58.2 million in 2Q.
The increase is mainly due to the fleet renewah wie new Airbus A319 aircraft.

Financial items
Net financial items amounted to DKK -9.8 million2013, compared with DKK -8.0 million the previoyesar.
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EBITDA
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Financial performance
EBITDA was DKK 81.5 million in 2013 compared to 83nillion in 2012, a decrease of 2%.

The result before tax was a profit of DKK 9.0 nahiin 2013, compared with DKK 17.1 million in 2012.
The result after tax for the year was DKK 7.4 noiflj compared with DKK 14.0 million in 2012.

Return on equity before tax in 2013 was 4%, congari¢h 7% in 2012.
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Balance sheet

Assets
Total non-current assets decreased by DKK 38 milfimm DKK 370 million at year-end 2012 to DKK 332
million at year-end 2013.

Total current assets increased by DKK 22 millior2013 to DKK 152 million at year-end 2013, compavéth
DKK 130 million at year-end 2012.

Available cash and cash equivalents at year-en® 2@ DKK 116 million, compared with DKK 97 millioat
year-end 2012.

Equity
Total equity as of 31 December 2013 was DKK 248ioni resulting in an equity ratio of 51%, companeith
49% at the year-end 2012.
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Liabilities

The company’s total liabilities as of 31 Decemb@it2 were DKK 235 million, compared with 253 milliat the
end of 2012. At year-end 2013 total non-currenbilises were DKK 142 million, compared with DKK %6
million at year-end 2012.

Balance sheet
The balance sheet total as of 31 December 201 DW&s484 million, which is DKK 16 million lower thamat the
end of 2012.

Going concern disclosure

The Board of Directors and the Executive Managenmave in connection with the financial reportingpgess
assessed, whether it is justified that the goingcemn assumption be upheld. The Board of Directord the
Executive Management has concluded that on thetiegadate there are no factors that give risedobds, as to
whether the company can or will continue operationsl at least the next balance sheet date. Thelgsion is
made on the basis of knowledge of the companygettienated outlook and the identified uncertaintes risks
related thereto (mentioned in the section “Risk Btggment” and note 37) and, after examining buddgstkjding

expected cash flow trends and developments in dpéat base, etc., and existing credit facilitieshwassociated
contractual and expected payment periods and é¢onsliin general. It is thus reasonable, objectivé jastified to

use the going concern assumption in connection théHinancial reporting.

Allocation of profit/loss

The recommendation regarding the allocation ofonefit/loss is shown in the income statement.

Events after the End of the Financial Year

In January 2014, Atlantic Airways won a tender w8tatoil to provide helicopter service in connectigith oil

exploration in Faroese waters in 2014. The compaitlyalso provide fixed wing transport during therpd of
exploration drilling, which is expected to startApril 2014 and estimated to last 5-8 months. Tékchpter service
will be provided with an AW139 helicopter, whichlhbe leased in to fulfill the contract.

On 10 February 2014 the Board of Directors annodiitseéntention to offer DKK 210 per shares of amioal value
of DKK 100 each for the shares not already owned-byoya Landsstyri or Atlantic Airways. This repeats a
premium of 49% compared to the closing price ofaAtic Airways’ share on the previous trading dapeT
intention of the offer is to enable these sharedialdo exit their shareholdings in Atlantic Airwags the shares are
characterised by a limited trading liquidity. Wdeteto the offer document for further informatiorhe offer may
eventually lead to a delisting of Atlantic Airwaysn both NASDAQ OMX Iceland and NASDAQ OMX
Copenhagen.

The company signed an agreement in February 20feas® out one RJ-100 aircraft to Malmg Aviationaodry
lease for a period of 17-30 months with effect by ef August 2014. The lease is in line with thagioal plan to
phase out the BAE RJ fleet. The lease will not retvémpact on expectations for the full-year resuR014, and is
expected to generate a positive cash-flow.

In the end of February 2014 Vagar Airport choogefotm a new company together with Atlantic Airwag4- to
operate the duty-free stores at Vagar Airport.

There have been no events from the balance sheetudal today that might affect the true and faew of the
annual report.
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Outlook for 2014

Aviation industry

The European aviation environment is expected toane very competitive in 2014. According to the IAT
European airlines will still be hampered by weakneomarkets in parts of the Eurozone. The growté natthe
European airline market is expected to be high@0itd compared with 2013, both in terms of traffiel capacity.
The expected growth in traffic is estimated to b@&% in 2014, compared with 3.9% in 2011. Similartiye
expected growth in capacity is estimated to be 452014, compared with 2.5% in 2012.

IATA estimates the EBIT margin for the group of Bpean commercial airlines to reach 2.0% in 201/pared
with 1.3% in 2013. The industry structure is chaggwith a focus on improving efficiency and theliméition of
aircraft. The commercial airline industry is linkexthe strength of the economy in the relevantketar

The Emission Trading Scheme (ETS) and more demgrielih passenger right article contributes furtheth®e
challenges that the aviation industry has to meet.

Market conditions

According to the Faroese Economic Council, the &s@oeconomy has experienced an increase in GDPRPwfich
3% in current prices in 2013 and is expected tahréhe same increase in 2014. However, the governdebt is
increasing due to a deficit in the government ant®ulhe salmon industry and the pelagic indusayehdeveloped
positively in 2013, while the traditional fishingdustry is still facing very challenging circumsatas. The Faroese
business confidence indicator has developed pekitiin 2013 and the unemployment rate has decreadwes
tendency towards decreasing population numbeitseifraroe Islands appears to have been stopped so fa

In 2013 the EU enforced a boycott of the Faroentidain regard to herring and mackerel-related prtsdand
transport. If this conflict between the EU and Bagoe Islands either exacerbates or remains urdsalve relatively
stable economic climate in the Faroe Islands &lyiko meet challenges.

Scheduled services

Supply of seats on the main routes from the Faslamdls to Copenhagen is expected to increase ipxapmately
4% in 2014, and the passenger numbers on the rérotesFaroe Islands to Copenhagen is expectedctease
2%, resulting in a marginally lower load factor.eThompany will in Q1 2014 fly from the Faroe Islantb
Norway to support the growing number of Faroeseonats working in Norway. In 2014 the company will
establish services between the Faroe Islands amd/dyoduring the period of exploration drilling inafoese
waters, which is expected to start during April 2@hd estimated to last for 5-8 months. The sunsaerice to
Barcelona will be extended in 2014. In additionerth will be some adjustment in capacity to othastes
corresponding to market demand.

Recent government initiatives to support develognamd branding of tourism in Faroe Islands as asllithe
reduced international traveler tax in the Faroenigs are both likely to induce growth in tourisivelis in 2014. The
business segment is likely to remain stable in $eaitravel volumes, as a growing number of theo€sge work
force is employed outside the Faroe Islands.

Transportation by sea via the ferry operator, Shhynie, on the routes between the Faroe IslandsCamnark will
remain at the same level in 2014 with two weekdgfrencies to/from Hirtshals, Denmark. Smyril Liti# eemains
the largest competitor in regard to travelling tal &rom the Faroe Islands.

Charter operations

The volume of charter operations is expected toegse moderately in 2014. The company expects erloharter
production on behalf of Atlantis Rejser than orain planned. However, the uncertain situation gy may have
a further negative impact on charter operationsasdieements are continually taken to try to coumtarice the risk
associated with operating to Egypt. The companyiftassified its efforts in regard to pursuing dbarcontracts in
order to improve capacity.

Atlantic Airways will in addition to the charter quluction for Atlantis Rejser, also provide chareries for tour
operator in Denmark as well as ad hoc flights inope.
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Helicopter operations

The helicopter operations in 2014 will be basedhlantwo Bell 412 helicopters in ownership and oAvd 139
helicopter, which will be leased in on a short-tdaase in 2014. The two Bell 412 helicopters wikk tFaroese
government with SAR coverage 24 hours a day asagetlomestic services, and the AW 139 will pro\gdatoil
with helicopter service in connection with oil eapltion in Faroese waters. The exploration persoeixpected to
start in April 2014 and is estimated to last fo8 Bonths.

Duty-free
In the end of February 2014 Vagar Airport choogefotm a new company together with Atlantic Airwag4- to
operate the duty-free stores at Vagar Airport.

Financial forecast for 2014

Based on this background, Atlantic Airways expectdearly better full-year result after tax in 20d@mpared with
2013, yet uncertainty regarding flights to Egymtyerse weather and fuel prices may have a negativact on the
result. Other risk factors mentioned in the secti®isk management’ may similarly affect the finaadci
performance.
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Ownership

Stock exchange
Atlantic Airways maintains a dual listing on the BRBAQ OMX stock exchanges in Iceland and Copenhagen.
market-making agreement for both stock exchangespkace.

Share capital

Atlantic Airways’ share capital remained unchange®KK 103,500,000. The share capital consistsnef class of
shares distributed over 1,035,000 shares, eachowéhvote per share. At the beginning of 2013 stiere price was
DKK 121 and the market value DKK 125 million. Iretlgear 2013 the share price increased until July32@hen it
reached 170 and subsequently decreased during Q4wnAt year-end 2013 the share price was DKK d4d the
total market value of the company amounted to DK&6 Inillion. Hence, market value increased by DKK 21
million, or 17%, during 2013. The turnover of steahe the company is relatively low. On 24 Januai§£the share
price was DKK 147 and the market value DKK 152 imil] which is 39% less than the equity value of the
company.

Ownership
Shareholders Number of shares Share capital Votes
% %
Vinnumalaradid (Fgroya Landsstyri) 693.450 67,0 67,7
Sp/f 07.12.2007 58.269 5,6 57
Other registered shareholders 264.639 25,6 25,8
Non-registered shareholders 7.531 0,7 0,7
Total (Excluding own shares) 1.023.889 98,9 100,0
Own shares 11.111 1,1 0,0
Total 1.035.000 100,0 100,0

Shareholders

Atlantic Airways’ large shareholders, cf. the Comjaes Act, are: The Ministry for Industry of the Barlslands,
and Sp/f 07.12.2007. These shareholders each owa than 5% of the company’s shares. The holdinghef
Ministry for Industry of the Faroe Islands amounted67% on 24 January 2014. The total number oistegl
shareholders as at 24 January 2014 amounted t8.1,06

Shareholder policy
Atlantic Airways’s main objective is to look aftére long-term interest of our owners — the shadrsl We aim to
run a sustainable business and deliver a fairmegarinvestment to our shareholders.

We seek to achieve an ongoing, accessible and caiofee dialogue with our shareholders, and engaigle our
major shareholders in person at least once a yeardeer to obtain their views and opinions on thenpany. It is
vital for Atlantic Airways to continously focus otnusiness in line with the best interests of owarsholders and
ensure adequate transparency in our operations.

Return on investment and dividend policy
It is the policy of Atlantic Airways that the shaamders should receive a return on investment tjinaghare price
increase and dividends that exceed a risk-freesinvent in bonds.
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It is the dividend policy of Atlantic Airways tomifor an annual dividend corresponding to approxétys?0-35%
of annual net profit — with due consideration tocemsary consolidation of equity, investment requéests,
sufficient financial and liquidity position, andtoen on equity requirements. The company aims hieaze a return
on equity after tax of at least 7%.

The Board of Directors regularly assessess the aoyp capital and share structures and, as a coeseq of the
company’s investment requirements, aims for a swlyeatio of 35-55%.

The Board of Directors considers that the compaigpital and share structures are and continuest ihe
interest of the shareholders and the company. aeeprice increased 17% in 2013 and the shareisaldeeived a
dividend of DKK 3.86 per share in 2013, correspagdb 4% of the share capital.

Dividend

In 2013, a dividend of DKK 4.0 million was distrited to Atlantic Airways’ shareholders. The boarddokctors
propose that no dividend will be distributed to #teareholders at the Annual General Meeting in 12014 in
connection with the fact that the Board of direstaants to buy the remaining third of the shardsckvis privately
held, back from the shareholders.
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Corporate Governance

This section represents Atlantic Airways’ statementcorporate governance. This statement forms gfathe
management’s review in Atlantic Airways’ Annual Repfor the period 1 January — 31 December 201% Th
section in this report on corporate governanceoisaomprised by the auditor’'s statement on the mement’s
review in Atlantic Airways’ Annual Report 2013. Thkection on the Internal Control and Risk Managemelating

to financial reporting and the Board of Directorse @omprised by the auditors’ statement on the gamant’s
review included in the annual report.

The company follows the Icelandic Guidelines onfoate Governance issued in December 2012 in aacoed
with the Rules for issuers of financial instrumeistied by NASDAQ OMX Iceland in December 2013.

In areas where Atlantic Airways may departure froime Icelandic Guidelines, these areas and subsequen
explanations are stated under the heading ‘Depatfrom the Icelandic Guidelines on Corporate Guaece’
below.

The Icelandic Guidelines can be found on the websitw.nasdagomx.comnder the ‘Listing’ menu.

According to the Rules for issuers of shares on NAQ OMX Copenhagen, issued in June 2013, the comnjsan
not subject to the corresponding Danish Recommeéndaton Corporate Governance, issued in May 2013.
However, Atlantic Airways has nonetheless also ehot follow the Danish Recommendations on Corgorat
Governance and to comply with the recommendatiohsrev possible. A comprehensible table overviewhef t
company'’s compliance with the Danish Recommendatias well as explanations of departures, is peavioh the
company’s websitattp://www.atlantic.fo/en/about-us/investor-relaiségovernance/corporate-governance.aspx
under Investor Relations.

The full version of the Danish Recommendations ocsrpOrate Governance can be found on the website
www.corporategovernance.dk

The following subsections address main aspectemfotate governance in Atlantic Airways.

Annual General Meeting

The Annual General Meeting represents the supreuti@ogty in the affairs of the company, within thienits
established by the Articles of Association andugtaly provisions, in the hands of the shareholdersétings. The
Annual General Meeting of Atlantic Airways shall beld before the end of April each year. Sharehelded their
advisors may attend the Annual General Meeting,thadneetings are open to representatives of t&smnd the
public.

Board of Directors

The Board ensures a prudent organization of thepeowis business and manages the company’s geritziat @as
well as ensures that the best interests of the aagip shareholders are guarded. Through assistirgpal and
policy-setting, assessing risks pertinent to themgany as well as ensuring legal compliance with gamy and
stock exchange regulations, the Board seeks taempsaper conduct in all aspects of the companysagement.
The Board seeks to promote the long-term developwiathe company and endeavors to keep the orgaorizand
operations consistent with the company’s missiahstrategy.

The Board of Directors consists of 6 members, ottvithe 2 represent, and are elected by, employgestion of
board members among the staff is conducted in daocce with relevant legislation. The 4 board membeho are
independent of the company and large shareholdezselected at the Annual General Meeting. At |@abbard
members must be independent of major shareholdpresenting more than 10% of the total share dapita

All persons elected to the Board of Directors nhesiproperly qualified, and be able to devote thretrequired by
the duties involved. The specific requirementstfigr skills of board members should ideally takenkeetice of the
following preferred skills, competencies and cheeastics: experience within the aviation industryother related
fields of transport, relevant commercial experienmersonal management experience relevant to thgaoy’'s
scope and size, governmental relations and is$mesicial management and investor relations, perésrce and
cost management, legislative insight and/or pridesd experience and strategic expertise and/omgda
management experience. The listed skills are nigt r@tevant skills and competencies of various merspbut are
also listed to ensure that the Board of Directeg@sents a diversity of relevant skills and knolgt
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The Chairman of the Board of Directors is not legedquired to perform other duties than the othembers of the
Board, apart from ensuring that Board meetingshaté when necessary, and that all members are sngpundhe

Chairman’s role is to organize and chair the megstiio act as a contact person to the executiveagegment,

prepare the meeting agenda and ensure timely eetfamieeting material to members before the megtiagsure

notice to the entire Board of meetings, ensure tt@imost significant issues of the company areesdeéd, ensure
that legal requirements of the Board are met aratt@s an external spokesperson.

The main duty of the deputy chairman is to stepsimcting Chairman of the Board, should this becoaoessary.
The Board of Directors appoints the CEO and othembers of the Executive Management.

Further information can be found in the Board ofedtor’'s written rules of procedure, which can barfd on the
company’s website, under the ‘Investor relationsnuon

The Board of Directors has held 9 meetings in 2@t&ndance by each individual board member isiilated in
the table on page 28.

Attendance in board meetings 2013 No. of meetings Attendance
Niels Mortensen, Chairman (as of March 8, 2013) 8 8

Kaj Johannessen, Vice-chairman (Vice-chairman fidnMay 2013) 9
Tezz Tordsdotter Akerman 9
Ingi S. Joensen 9
Olaf S. Poulsen 9
Saren Jespersen (as of June 20, 2013) 6
Bjarni A. Bjarnason (until March 8, 2013) 1
Jens Wittrup Willumsen (until May 14, 2013) (Vickairman 1 January — 14 May 2013 3

W Rk O 00 © © ©

Board of Directors

Niels Mortensen, Chairman of the Board

Born: 28 October 1966 (male)

Address Tradavegur 12, FO-100 Torshavn, Faroe Islands

Joined the BoardMarch 2013

Special skillsCommercial experience

Chief OccupationCEO of SMS P/F and NM Holding

ExperienceDanske Bank 1987-1992, P/F SMS 1992-

Other board duties: P/F Petur Larsen, Fgroya Hssidili

Education Niels Brock Business School, Danske Bank

SharesMr. Mortensen neither has shares nor shares ogticthe Company. Unchanged in 2013

Interest links:Mr. Mortensen has no interest links with the Compamain shareholders, customers or competitors

Annual Report 2013 Page28



3 ATLANTIC AIRWAYS

Board of Directors

Kaj Johannessen, Vice-chairman of the Board

Chairman of the Board 1 January — 8 March 2013

Vice-chairman 2009-2012, and from 14 May 2013

Chairman of the Nomination Committee 2013

Currently in charge of the Audit Committee actie#i

Born: 8 November 1960 (male)

AddressInni & Flgtum 13, FO-180 Kaldbak, Faroe Islands

Joined the BoardApril 2009

Special skillsExpertise in financial and accounting matters, &omental matters

Chief OccupationAdvisor in the Ministry of the Finance

ExperienceMr. Johannessen has been Advisor in the Ministiiyinance since 2013. Advisor in the Ministry bét
Interior 2008-2013. Senior Bank clerk in Fgroya BaBank Nordik) 2000-2008. Member of the chairntaipsof
the Faroese Council of Economic Advisers 2006-2@x®nomist at Landsbanki Fgroya 1993-2000 and Magag
Director of Menningargrunnur idnadarins 1990-19%xaminator in economics at the Faroese University
(Frodskaparsetur Fgroya) since 2001. Examinataranagement accounting at the Faroese Businesgg€dliace
2009.

Other board dutiesCurrently a board member of P/F Enniberg and PfEdeh

Education Mr. Johannessen has a MSc in Economics and BissiAdministration from Copenhagen Business
School 1990, specializing in Financing, InternatibBusiness and Management Accounting

SharesMr. Johannessen neither has shares nor shares®ptithe Company. Unchanged in 2013

Interest links: Mr. Johannessen has no interest links with the Gmyis main shareholders, customers or
competitors

Tezz Tordsdotter Akerman, Member of the Board

Member of the Nomination Committee 2012-2013

Born: 13 October 1967 (female)

Address Fagelvagen 9, 755 91 Uppsala, Sweden

Joined the BoardMarch 2010

Special skills:Specialist Yield Management, Revenue Analysis, Mtnlg Strategy, New Business Development,
Experience within Airline

Chief OccupationCEO of Svenska Direktflyg AB, Direktflyg NUF ogifektflyg AS

Experience Miss Akerman has been CEO of Svenska Direktflyg gince 2006. Business Developer at Largus
Holding AB 2006. V.P. Marketing & sales of Svendbaektflyg AB 2002-2006, V.P Yield Management Reuen

& Space Control of Skyways Express AB 1999-2002 Station Manager ARN of Skyways Express AB 1995-
1998

Other board dutiesBoard member of Flygtorget AB 2012-

Education Professional Board Work at Michaél Berglund Bosiedue 2012

SharesMiss Akerman neither has shares nor shares optiahe Company. Unchanged in 2013

Interest links:Miss Akerman has no interest links with the Compsmyain shareholder, customers or competitors

Sgren Jespersen, Member of the Board

Born: 28 September 1957 (male)

AddressValbirkvej 1, DK-2900 Hellerup, Denmark

Joined the Boardtune 2013

Special skills:Business Strategy, Revenue Management, Salesadesl force management, Airline operations,
Airport and Cargo handling, Shipping operation atrdtegy, Turn around management.

Chief OccupationCEO Mols-Linien A/S 2011-

ExperienceMr. Jespersen have had several high level paositiathin the aviation industry, General ManageiSSA
Hong Kong, Vice President SAS Revenue Managemamios Vice President SAS Commercial just to menton

few. Mr. Jespersen was COO and Executive Board Memolh the shipping company DFDS, Executive Vice
President of DFDS Seaways and now CEO of the ghgpgiompany Mols Linien A/S, both listed on the
Copenhagen stock exchange. In addition experience $ome 30 board positions within different indigst

Other board dutiesPro Design International, Chairman, Cruise Copgaha\etwork, Chairman

Education:Mr. Jespersen hold a MBA from IMD in Switzerland.

SharesMr. Jespersen neither has shares nor shares optithes Company. Unchanged in 2013

Interest links:Mr. Jespersen has no interest links with the Coryiganain shareholder, customers or competitors
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Ingi S. Joensen, Member of the Board

Member of the Nomination Committee 2012-2013

Born: 29 December 1980 (male)

Address A Myratrgdni 17, FO-380 Sgrvagur, Faroe Islands

Joined the BoardSeptember 2006 (Elected by the Employees)

Special skillsEmployee of Atlantic Airways

Chief OccupationHead of Tax-free department of Atlantic Airways

ExperienceEmployee of Atlantic Airways since 2004

Other board dutiesCurrently CEO of Sp/f Sam, Sp/f Plys and Sp/f Z(89

Education Bank training

Shares:Mr. Joensen and his related parties hold 197 sialesinal value DKK 19,700) in the Company, but he
holds no share options. Unchanged in 2013

Interest links:Mr. Joensen has no interest links with the Compamain shareholders, customers or competitors

Olaf S. Poulsen, Member of the Board

Born: 28 August 1967 (male)

Address Vidarggta 36, FO-160 Argir, Faroe Islands

Joined the BoardOctober 2010 (Elected by the Employees)

Special skillsEmployee of Atlantic Airways

Chief OccupationCaptain at Atlantic Airways

ExperienceEmployee of Atlantic Airways since 19 April 1997

Other board dutiesNone

Education Air Line Transport Pilot, Type Rated Instructordalype Rated Examiner

Shares:Mr. Poulsen and his related parties hold 383 shi@esiinal value DKK 38,300) in the Company, but he
holds no share options. Unchanged in 2013

Interest links:Mr. Poulsen has no interest links with the Compamygain shareholders, customers or competitors

Audit Committee

The Board has not formed a separate Audit Commiitee Boards does not find it necessary to establisactual
Audit Committee, considering the company’s size arghnizational structure. The Board of Directoesided at a
board meeting in March 2010, that the Board in edamace with § 29 in The Faroese auditing law exectite
activity of the Audit Committee.

Nomination Committee

At the 2012 Annual General Meeting a formation dfi@mination Committee was approved. The committas w
given the task of preparing proposals for board bens) chairman and remuneration for these for ¢éhé Annual
General Meeting, which were held in March 20132013 the Nomination Committee prepared proposalbdard
members up to the Annual General Meeting in Ma@h3?

The Board decided at a board meeting in Septen®E3 & close down the Nomination Committee dué&ofact,
that the Committee only had the task of preparirgppsals for the Annual General Meeting in 2013] Hrat the
Committee is not part of the company’s ArticlesAg&ociation.

Executive Management

The Executive Management of Atlantic Airways is magb of the Chief Executive Officer, Chief Finaricidficer
and the Chief Operating Officer, who are respoesibt the daily operations of the company.

Jargen Holme has been the CEO of Atlantic AirwagsesNovember 2013 (see further details in boxWwgld@he

main duty of the CEO is to oversee daily operatiamd through this follow the board’s policy andtinstions. The
CEO reports directly to the Board on the perforneaotthe company on a regular basis. He must alsade the
Board and the company auditors with any relevafiorination concerning Atlantic Airways’ operationshich they
may request. The CEO is responsible for the conmparompliance with relevant law, with regard to @agots and
finances, and is responsible for safeguarding thmepany’s assets. Furthermore, Jargen Holme is twountable
Manager for the airline and as such has the ulémesponsibility to maintain and fund the operatiade quality

system, which ensures all operational and techaic@ities comply with the standards and requinetaset by the
aviation authorities and the company itself.
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Marius Davidsen has been the company’s CFO sin@8,20hd is in charge of finance, administration &ind

Joen Remmer has been the company’s COO since Nevetih2, and is in charge of the operations.

Jgrgen Holme CEO

Born: 9 April 1961

Address Gardsvegur 22, FO-380 Sgrvagur, Faroe Islands

ExperienceMr. Holme has been CEO of Atlantic Airways sidevember 2013. He has years of experience from
the airline industry at SAS, Spanair and Air Graedl primarily in leading commercial positions. Lsitbe was
Head of SEB Kort Bank Denmark.

Other board dutiesNone

Education Mr. Holme has a master degree in economics anthgement

SharesMr. Holme and his related parties neither haveeshaor share options in the Company. Unchange@iB 2
Interest links:Mr. Holme has no interest links with the Companyain shareholders, customers or competitors

Marius Davidsen, CFO

Born: 31 July 1958

Addressi Fornanum 3, FO-380 Sgrvagur, Faroe Islands

Experience Mr. Davidsen has been CFO of Atlantic Airwayscgirdanuary 2005. Mr. Davidsen has been involved
with Atlantic Airways since it commenced operationsl987/88. Financial manager since 1988 and gefoutthe
CEO since June 1993

Other board dutiesNone

Education Mr. Davidsen is educated from Business Schodldrshavn

Shares:Mr. Davidsen and his related parties hold 1,450esh@Nominal value DKK 145,000) in the Company, but
he holds no share options. Unchanged in 2013

Interest links:Mr. Davidsen has no interest links with the Compsumyain shareholders, customers or competitors

Joen Remmer, COO

Born: 24 February 1973

AddressOvari vegur 29, FO-335 Leynar, Faroe Islands

Experience Mr. Remmer has been COO of Atlantic Airways sif@vember 2012. Mr. Remmer has previously
held the positions as Deputy Director Flight Opgl @uality Manager for Operations and Maintenance. M
Remmer is also Captain at Atlantic Airways. Mr. Reer has previously worked with management congultin
(Ernst & Young and Capgemeni) and quality manageimesin MRO (ST Aerospace)

Other board dutiesNone

Education Mr. Remmer has a B.Sc. in export engineering lasids an ATPL certificate and is educated as a&irlin
captain

Shares:Mr. Remmer and his related parties neither haveeshaor share options in the Company. Unchanged in
2013

Interest links:Mr. Remmer has no interest links with the Compamy&n shareholders, customers or competitors

Authorized Signatories

The company is bound by the joint signature of &CExecutive Officer and the Chairman of the Boamdby the
joint signatures of two members of the Board ofebiors.

Remuneration of Board and Management

The remuneration of the Board and Management aracaordance with the company’s remuneration policy,
available on the company’s website. The remunearatiolicy was adopted by the Board of Directors dmel
General Meeting in April 2012.

The purpose of P/F Atlantic Airways’ remuneratioolipy is to ensure appropriate corporate governancene
company and fulfill the long-term value creation fioee company’s shareholders.

The Board of Directors is remunerated with a fifeel. The remuneration is not included in any sbihcentive or
performance-related pay. The remuneration is sBtkad¢ 120,000 a year. The chairman of the Board oE&ors
receives double the basic remuneration and thetgeairman receives one and a half of the basiwureration.
Remuneration for the Auditing Committee is set &KD20,000 a year. The chairman of the auditing catte®
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receives triple remuneration. If a board membeumss certain ad hoc tasks beyond the duty as boandber,
then the board sets a fixed remuneration for saskst

The remuneration reflects the competences andteidrthe board members, the activity of the corgpéime scope
of the work load and the number of board meetings.

Executive Management is contractually employed. Témuneration is reviewed and evaluated regulahly.
adjustments to existing management contracts shmitdade in writing and adopted by the Board oé&rs.

Decisive to the remuneration to Executive Managdmenthe objective to ensure the company’s continue
possibilities to attract and maintain the best ifjedl members of Executive Management. The detailhe total
remuneration to the Executive Management are caegrin consideration of market practice and thepany's
specific needs.

Remuneration of Executive Management may be coegbris fixed pay, value-based bonus and pension.tdtaé
level for the non-variable elements in the remutienais established in consideration of market leas e.g. the
company’s size and course of development are takdar consideration.

Members of Executive Management receive definedritarion plans. Variable remuneration to membefs o
Executive Management is fixed specifically in calesation of their goal achievement herein.

Internal Control and Risk Management system relatirg to financial reporting

The Board and Executive Management have the ovezgfionsibility for the company’s risk managemend a
internal control procedures in connection with fimancial reporting process, including the adheeettclegal and
other requirements for presentation. The compamgstrol and risk management systems are intended to
effectively identify, manage and minimize the rigk error in the financial reporting process, andvules an
adequate degree of certainty; though not complettioty, that erroneous use of assets, losse®ransiterial
errors and omissions in connection with the presémnt of the accounts are avoided.

The Board and the Executive Management set oubpptbve overall policy, procedures, and controlroportant
areas in connection with the presentation of actsoun

The Executive Management has the daily resportsibitir legal and other requirements being adhemedg
regarding the presentation of accounts, and relgute#orms the Board on this matter.

The Board of Directors annually, and when it isrded needed, reviews and discusses the applied rataogpu
policies and changes in these, as well as signifieatimates relating to the financial reporting.

The Board of Directors performs an annual assessofethe company’s risk management and internalrobn
procedures, including an overall assessment of inskonnection with presentation of accounts. Rdrthis
assessment is to determine the risk of fraud, asdiple changes required to reduce and/or elimsuath risk.

A reporting process has been established underhwimonthly reports are made to the Board of Dirextor
explaining deviations from the expected results lemdfigures for the business segments.

External Auditing

To protect the interests of shareholders and tinergé public, an state authorized accountant iDiapgd at each
Annual General Meeting. The auditor examines thmpany’'s annual accounts, in accordance with gelgeral
accepted accounting standards, and has acceskthe dooks and documents needed for this work. dungitor
presents the Board with an audit report twice a,yeawell as immediately after such events hatakgn place that
the Board should be aware of. The auditor partiepén the board meeting in connection with theveey of audit
reports. Before a recommendation on election ofaaditor is made, the Board along with the Executive
Management assesses the auditor’'s independenaapabilities etc.
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Insider information and investor relations

A Compliance Officer and a deputy are appointeantmitor adherence to the company’s internal rudesl the
obligation to make relevant information public teetstock exchange. The officer also sees to tah#émdling of
inside information and securities trading by insdare in accordance with regulations.

Notifications to the stock exchange are in Englighich is the main language of the airline industry

Communications between shareholders and the Board ®irectors

As a listed company Atlantic Airways is obliged @&msure that everybody gains equal access to imorta
information about the company that may impact sigamtly on the price of the Atlantic Airways shar®@uch
information is disclosed through NASDAQ OMX Icelarahd NASDAQ OMX Copenhagen as company
announcements. The company issues all stock exehangouncements in English only, which is considlexe
language that reaches and addresses the vasttyajotiie company’s stakeholders. This is to adaggtent done
for practical and cost reasons.

The Board strives to maintain an open, current r@eeptive communication with shareholders in otdeensure
that the best interests of the shareholders anelgdand reflected in the company’s consideratintsoperations.

The most direct channel for shareholder commuminatccurs at the Annual General Meeting, in which
shareholders have the opportunity to raise questjmoposals or critique towards the Board and:tmpany.

Additionally, it is the company’s aim to have aase one meeting each year with shareholders arglbp@dguture
shareholders.

Further information about the Corporate Governandes of Atlantic Airways is available on the compas
website www.atlantic.fa

Core Values

Atlantic Airways conducts its operations with argomg focus on five vital elements that constitilte core of our
values and focus. This encompasses focus on:

e Safety & Quality - is fundamental to aviation culture and business

e Punctuality — we deliver on time and minimize effects of ertdiinterruptions

e Customer— we provide our customers with reliable, respg@hd caring services and fair prices

< Profitability — we run a sustainable business and deliver aeftirn on investment to our shareholders

- Staff — our employees are well trained, professional@ogiide customer care with pride and confidence

The five elements act as points of orientation tfeg company, and we strive to ensure that theseesits are
reflected in our daily operations and ongoing dimet

Code of Ethics

Atlantic Airways places a top priority on condudirall of our operations in line with ethical andnfan
responsibility. This includes high ethical standai our daily activities, financial operations asafety profile in
all aspects of our flight operations.

As reflected in our core values it is fundamentaus as an airline to place utmost focus on safpiglity and
responsibility in all our activities.

The company’s ethical and social responsibilitjuithermore enacted through our conscious rolenaactéive and
responsible corporate citizen in the Faroese contjue further elaborate on this role in the sactiCorporate
Social Responsibility’.
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Atlantic Airways’ employees operate with both folmaules, concerning inside information, and infofma
guidelines, concerning our core culture, to enghe¢ our company is always led with proper and aasjble
conduct, paying due attention to both legal requéets and ethical standards set by the companycdimpany’s
insider rules are set out below, while our coréurelis outlined above.

Our focus on ethical responsibility and our valaee also reflected in the company’s stakeholdercyand
communication policy, which are published on thempany website www.atlantic.fo. Atlantic Airways’
communication with stakeholders seeks to addressnterests and information needs of relevant stalkiers,
published in accordance with applicable rules agglilations, and ensure alignment of the companyaegjic
focus with the best interests of our shareholders.

These elements comprise Atlantic Airways’ approtxiconduct our business in an ethically respongitéener,
which places human responsibility and precautiorthat forefront. We believe such an approach enatties
company in the long term to run a more sustaindahisfworthy and responsible business, preferahlystating into
higher value for all our stakeholders, and incrddsgnsparency for our shareholders.

Insider rules

In order to prevent any misuse of insider informatand to track all affiliated parties accordingtheir insider
connection, the company has developed its own fs&Rues on the handling of inside information aimsider
trading”. This set of rules is set out to ensureper legal and ethical conduct with inside inforimatby all
affiliated parties, and prevent any misuse, whigymot be in the company or shareholders’ interests

Furthermore, the company follows specific rulegpadcedure for its Board of Directors and incorpesatelevant
policies for the Board and management regardingpFaredures for remuneration. Continuous dialogite and
reporting to the Board by executive managementtiadaily ensures a thorough monitoring and alignimei
company interests and control. Further detailshendompany’s corporate governance are elaboratedghout
this corporate governance statement.

A systematic and careful internal outline of prasedis likewise in place for company informatiorattis to be
communicated to third parties as well as for hargiconfidential information. All material and/or rdaential
matters adhere to strict company conduct as wellefevant NASDAQ OMX Iceland and Copenhagen stock
exchange rules for issuers.

Corporate Social Responsibility policy

Atlantic Airways views it important that the compés corporate social responsibility (CSR) approauid
activities make sense for both our business anddoiety. The company’s approach to CSR and relattlities
may be defined in terms of three key areas, withraber of issues related to each key area:

< Business operationsncluding health & safety, environment and safetpmpliance management
e Workplace including employee satisfaction and well-beingy@ation and competence development
e Community including stakeholder engagement, sponsorshipslandtions

Further elaboration of Atlantic Airways’ focus omrporate social responsibility can be found in Heetion
‘Corporate Social Responsibility’ of the annualogp

Deviations from the Icelandic Guidelines on Corporge Governance

Atlantic Airways is in compliance with the IcelandGuidelines on Corporate Governance with the vValg
exceptions:

« Regarding the annual general meeting, the compaeg dot currently provide an Icelandic summaryhef t
main points of the agenda, but expects that a sugnmdaroese will fulfill the obligation.

« Regarding information on candidates for the BodrBicectors, the suggested information in the Glinds, is
not posted on the company website two days bef@aréhnual General Meeting. Currently there is éediénce
between the Articles of Association of the compamg this recommendation. According to the Artiobds
Association, there is no time limit before the gaheneeting to nominate candidates to the Boafdictors.
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e« The notice of the Annual General Meeting does ratain the suggested information about candidates
proposed by the Board of Directors due to the tfaat according to the Articles of Association, thés no time
limit before the general meeting to nominate caatdid to the Board of Directors.

* Regarding the Board'’s rules of working procedutis,current version does not include details orcgdares
for annual performance assessments.

« Regarding annual performance assessment of thelBisalf, its activities and practices, and of BEO. A
formal evaluation of the Board’s performance hasnbmade in 2013. The detail of the procedure ofstéig
evaluation and the outcome has not been disclosed.

« Regarding the Audit Committee, the Board of Direstdecided at a board meeting in March 2010, that t
Board in accordance with 829 in the Faroese awgliiw executes the activity of the Audit Committeed the
Board has therefore not formed a separate Auditr@ittee.

« Regarding internal audit, the Board of Directors ltecided not to establish an internal audit du¢h&o
company’s size and organizational structure. T¢s8ge will be evaluated once every year.

* Regarding other sub-committees, the Board of Damschas not found it necessary to establish a Reration
Committee nor a Nomination Committee, considering tompany’s size and organizational structure. The
Board of Directors is responsible for the taskswafh a committee through its ongoing activities duties, but
the Board will continuously assess the need foarsgp sub-committees.

* Regarding the remuneration policy, pension andemient agreements are not deemed vital to diselbsee
current time, and these agreements are furthermotreonsidered to differ significantly from othamsar
programs.

« Regarding possible repayment of performance-linkggments, currently no such right for reclaiming
remuneration has been developed or included irctimepany’s remuneration policy. However, the company
expects to incorporate such a right in the remuigrgolicy.
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Risk management

Atlantic Airways is exposed to a number of sigrfit risks, which may affect the business, financéslts and
long-term objectives. Both the Board of Directorsl &xecutive Management incorporate the identificatind
management of risks as an integral part of theivities. By identifying substantial areas of rigls well as areas of
opportunity, at an early point, Atlantic Airwaysasble to act accordingly and take due measures inpierations.
The Executive Management currently reports to tloarB of Directors on the development within the mos
important areas of risk and compliance with adopelicies. The company’s main operational risks ilwstrated

in the following sections.

General and specific risks

The profit and loss account can be affected byettmomic conditions in the Faroese and internaltioraakets. In
addition, the profit and loss account and the lmasheet can be affected by increased competifmanges in oil
prices, changes in the price of carbon emissiomitger changes in the European Emissions Tradingei8eh
demand for airline travel, demand for fixed-wingdamtor-wing charter operations, the general lefetost, the
weather and traffic disruption, volcanic ash, ofiers and accidents, regulation, technology, fimengsk, credit
risk, and currency risk.

The airline industry has relatively high fixed cos connection with each flight. These expensesnat directly
influenced by the number of passengers carried amh dlight, and thus changes in load factor infheerthe
profitability of the company. Atlantic Airways mdnois the load factor closely to ensure prudent apmr of
flights.

In order to counteract the volatile Faroese econdhgy company has been working towards diversifyitisg
economic base. In 2013, 48% of the company’s rexenvere from abroad and 52% domestic. Also, reveaue
divided among the main business areas: scheduleides ACMI/charter operations, and helicopterragiens.

Fuel price and the European Emissions Trading Scheen

As an essential and highly consumable resourceuinoperations, fuel is a material cost to the compdahe
volatility in the jet fuel price can significantiynpact fuel costs and the operating results. Jdtdasts represented
around 23% of the operating expenses in 2013, agldd settled in USD. Historically, there have meagnificant
changes in fuel prices, and part of the fuel pimoeeases are being recouped by levying surchang@sssengers.

In order to manage the risk exposure of fuel pvigiatility, and subsequent impacts on the compaayjgenses, the
Board has approved a policy to hedge. The compasyplermission to hedge up to 100% of the yeariynagtd
fuel consumption up to 24 months forward. Minimu@%el of the estimated fuel consumption on schedwedces
for the next three months must be hedged, and mimir30% of the next three to six months estimates fu
consumption on scheduled services. The company haedgte minimum 65% of estimated yearly fuel consionp
on contracted charter flights. The objective of tlek management policy is to transfer the riskasyye to the
customer in connection with major charter contradte of hedging means that the fuel cost per gasimot as low
as the spot-based price when prices decrease, bBowghen spot prices increase the fuel cost alss rieore
slowly. The company has hedged approximately 65%stimated fuel consumption in 2014 against pritanges.
At the end of 2013, approximately 62% of the ye#atal fuel consumption was hedged.

From 2012 aircraft operators who fly to and fromdawithin EU countries, Norway and Iceland werduded in
the European Emission Trading Scheme ETS. Followimg outcome of the International Civil Aviation
Organization (ICAO) Assembly, the European Commisgiroposed in October 2013 to amend the EU ETiia&to
aviation emissions would be covered for the partlights that takes place in European regionalpaicge, until a
global market-based mechanism (MBM) becomes appkce international aviation emission by 2020pksined
by ICAO. According to the proposal, flights betweleb/EFTA and the Faroe Islands will not be coversithce
there is disagreement between various CommittedheoEuropean Parliament and the European Couboilta
certain features of the proposal, the outcome nesnacertain.

In connection with the European Emission Tradingebee ETS, it is necessary for the company to psecharbon
emission permits to cover its shortfall. A quotdree CO2 emission allowances has been allocatdtetoompany,
but these will be re-calculated after an agreeno@enthe new proposal from the European Commissianbiegn
reached. The CO2 market has historically been N@laO2 emission costs amounting to DKK 1.1 millibave
been recognized in the income statement 2013 aiocpia the current legislation.
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Weather and traffic disruption

The company is exposed to various disruptive facsuch as adverse weather conditions (crosswinoylance,
fog, frost and snow), volcanic ash and congestgubes. Especially weather conditions across th@d-dslands
hamper flight operations and increase costs. Ir82ff company’s cost of cancellations and disauptivas around
DKK 14 million, most of which derived from severegf over a period of four weeks in July 2013. In plaest five
years, the annual cost due to cancellations arayslehnged from DKK 8 to DKK 15 million.

Expenses incurred from disruptions are expectddlltin 2014 as the benefits from the new proceduweRNP AR
0.1 is expected to increase the regularity.

Currency risk

The financial performance of the company can baifigntly affected by changes in foreign exchamgees,
especially between DKK and USD. Aircraft purchasaiscraft leasing payments, aircraft insurance), faad
maintenance expenditure are mainly in USD. ParteoEnues and cost are in GBP. The company contynual
evaluates the exposure to exchange rate fluctistparticularly between the Danish krone and thedbl&r.

In order to manage the risk exposure of changeforieign exchange rates, and subsequent impactshen t
company’s expenses, the Board has approved a golicgdge USD deficit. The company has permissiametge
up to 100% of the estimated yearly USD deficit arlfand leasing. Minimum 40% of the estimated USfficit
from fuel consumption on scheduled services forrtbgt three months must be hedged and minimum 30#teo
next three to six months estimated USD deficit friuml consumption on scheduled services. The cognpaust
hedge minimum 65% of estimated yearly USD defioitnf fuel consumption on contracted charter fligatsl
minimum 50% of estimated yearly USD deficit fronncaaft leasing. The company has hedged approxignétdo

of its estimated USD deficit on fuel and leasin@@13.

Interest rate risk

The company is exposed to interest rate risks tranvestments and financing. As of 31 December32@ie
company had DKK 127 million in interest-bearingdiiities, of which 15% are at variable interesemtChanges in
the level of interest rates could therefore havérgact on the financial performance of the compaigwever, the
company’s total equity is still high in proportitm total assets. The equity ratio was 52% at yedr2913.

Liquidity risk
The company aims to maintain sufficient reservecagh and cash equivalents in order to meet itsdiiy

requirements. The company’s liquidity as at 31 Dawer 2013 was DKK 116 million and deemed to beisiefit.
The liquidity is affected by seasonality.

The situation in Egypt

A not insignificant proportion of planned chartgrepations in 2014-2016 are based on flights betw2emmark
and Egypt on behalf of the Danish tour operatiotarts Rejser, which may be further affected by ploditical
situation in Egypt. The uncertain situation in Egyp2013, with a period of warning against all ressential travel
to the Red Sea resorts in Egypt, led to a signiflgaeduction in planned charter production.

Measurements are continually taken to try to cabaience the risk associated with operating in Egyp
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Knowledge and Human resources

Atlantic Airways’ knowledge resources, here in atar human resources, are vital for the competitess of the
company. The company considers relevant knowleddensrk experience of great importance in all careas of
airline activity. Our objective is to develop aretain our qualified personnel and to be the comprirst choice
among the best people on the Faroese job market.

The company is the only airline in the Faroe Isigrahd therefore places great emphasis on educatihgraining
local workforce, as well as keeping its employepstas date and providing them opportunities for Hert career
development.

Beyond the company’'s own internal regulations asmuirements on employees’ abilities and qualifaradi the
company also has to comply with strict demands ftleenauthorities to train and maintain the skilist® personnel,
such as those performing flight operations, maiter and ground-handling.

Safety management, quality assurance, sales, eamit planning are other core functions in thenairheeded to
be taken care of at a professional level. Atlanticways therefore places great emphasis on imppvin
qualifications in all areas of its business.
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Corporate Social Responsibility (CSR)

CSR in Atlantic Airways 2013

At Atlantic Airways, we are committed to conductiagr business in a responsible and transparent enastniving
to serve the Faroese society and community asaseth manage our social and environmental fooarint

Atlantic Airways is one of the largest enterpriseghe Faroe Islands with 181 employees and wiffeananent
satellite base in Copenhagen as well as a tempbeasy in Billund. We are linking the Faroe Islandh the world
through scheduled connections to Denmark, neighbacountries Iceland, Norway, the UK as well asiSgad
Italy, enabling our small population of 50,000 te bonnected internationally. Also, we play a crucae in
developing tourism and in facilitating businesstie Faroe Islands. Atlantic Airways also runs aidogiter
operation providing domestic services and SAR dmerain Faroese territories.

It is important to us that our approach and adtisimake sense for both our business and for godibus, we have
defined three key areas steering our CSR focukydimg a number of issues related to each key area:

» Business operationsncluding health, environment and safety / complmanagement
» Workplace including employee satisfaction, well-being, edisraand competence development

* Community including stakeholder engagement, sponsorshipslandtions
This report outlines our approach and some of otivities in regard to CSR.

In Atlantic Airways, CSR-related issues are disedsand decided at top management level, with thdrade
responsibility being placed with the CEO.

BUSINESS OPERATIONS

Environment

As an airline, our main environmental footprintrste from the fuel we use for our aircrafts. With rizgsing
regulation and high fuel prices it makes sense nassi wise, to do everything we can to reduce oet fu
consumption. With CO2 emissions creating climatancfe, we also recognize our responsibility to contht seek
ways of lowering fuel consumption.

With support from aircraft manufacturers, we hawvees 2008 planned flight profiles and implementeetinods for
take-off and landing that reduce our use of fueladldition, we have lately been updating our flefetircrafts to
newer aircrafts, which less fuel.

In early 2008, Atlantic Airways decided to redube fuel use per hour through optimized operatigmatedures.
In 2013, the average jet fuel burn per passengeherscheduled services was 17 kg lower on aveagepared
with the average consumption per passenger orctiedlaled services in 2008. Converted to CO2 ermidgjores,
this means that Atlantic Airways has reduced it$ssimn by 53 kg/passenger on the scheduled sendcesl to a
decrease of 27% per passenger

In line with the company’s fuel-saving efforts, amensified aircraft-washing program has been distadd by
Atlantic Airways, as using clean aircrafts equalssl fuel burn . However, the majority of the fumkisg measures
are related to the operation of the aircraft. Tledweonditions during flight climb are evaluatedsilect optimum
climb speed. The cruise, where the majority offtlyht time is spent, is adjusted to a speed, widepending on
the actual weight of the aircraft, gives the md&ative fuel burn. And last but not least, the gany has adopted
an increased usage of the principles of 'greencagpes’, which have been widely applied in thet@wiandustry
throughout the past decade. A 'green approach' sneatotal evaluation of actual weather conditiotnaffic
conditions, airport facilities and available approgrocedures, to select the optimum time to it@tihe descend
from cruise, and configure the aircraft for fingpaoach and landing. Atlantic Airways’ implementatiof ‘The
Fuel Saving Program’ has been a tangible effortviich operational personnel have seen their oppitytuo
actively participate in improving the environmerf@btprint of Atlantic Airways’ operations.

We aim to also analyze the potential for reducingrgy consumption relating to our facilities andwgrd-handling
vehicles. These initiatives will lead to a positivepact on the company’s environmental impact ak agon our
costs.
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Average CO2 emission in kilo per passengers
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Finally, we are aware of our environmental impactdgard to the use of chemicals and toxic subetanthese are
required by aircraft manufacturers for maintenarimé, we are very conscious of limiting our use $olittle as
possible. Also, we have procedures in place fordisposal of toxic materials. Waste is sorted betwburning
materials, non-burning materials, paper, fuel, ikdnts and organic waste, and these are recycleisposed in a
controlled manner in order to minimize harm to ¢éimeironment.

Health and Safety
It is central for our license to operate that we i compliance with relevant legal and industrguieements in

regard to health and safety issues. In additionareeconcerned about our employees, and do ourostitim ensure
that they have a safe work environment. We arelaglguconducting training in health & safety forroemployees
and have a health and safety organization in aaequired by Faroese Law and Danish law relatediation.

Each work-related accident or incident registere@013 has been evaluated, and mitigating measanes been
taken to avoid repetition of these occurrenceso Alge regularly evaluate the physical well-beingpof employees,
and work from a systematic action plan to imprdweitlentified findings.

Safety management

Safety management is a structured approach to reddegtified hazards, and eliminate/mitigate asgedirisks in
both the operational, ground and technical envimmnThis proactive approach to safety is implemernn the
company in addition to the system reactive approadiere reported events are investigated to a ,levieére
possible non-compliances are identified and comtresures put in place to eliminate the risk oif ttemccurrence.
The goal is to identify all hazards, report all mecences, assess associated risks and mitigatdetehbas low as
reasonably practicable (ALARP).

‘Just Safety Culture’ is part of the system, in ethieach employee is encouraged to provide saftdatere
information in a non-punitive environment, but wiéhere is also a clear line between acceptableiaadceptable
behavior.

In addition to the operational reporting systeniglil Data Monitoring (FDM) is essential for the do-wing fleet.
From FDM data we are able to identify possible hdzawhich are not within operating proceduresnisatistical
and trend data, we are able to identify and predidre to increase our focus.

Within the technical environment there is a stréogus to learn from mistakes and reduce human @vents,
which compromise the safety of the operating emritent. This is systemized through the MaintenangerE
Management System (MEMS), which encourages anditédes incident reporting and investigation, atilig

human error events as learning tools. Based onraeyears of reporting and investigation, the conypaas
identified five 'Key Behaviors' for Line and Baseaimtenance work, which is being fostered within the
maintenance and inspection work processes to radigt@ps and maintain safety.
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These Key Behaviors are:

¢ Review maintenance instructions (before startirmgvtiork)

« Document job status (to ensure the next shift knexectly, what has been done)

e Separate inspection (after critical tasks have Ipegformed)

* Alast set of eyes (after the job is done, jusntike completely sure that the aircraft is left airthy)
* Take a moment to focus (before undertaking a etitic demanding task)

Compliance management

Compliance management is the company’s exercisngare that the outcome of the activities in op@natand
maintenance meets the regulatory, customer and aoynequirements. The quality policy is the fourmaunder
the compliance management, and it is substantiayeithe compliance management organization, the rdented
operational and technical procedures, the traimimgngements for all personnel and the indepencempliance
monitoring process.

The performance of the compliance management syst&wvaluated 4 times per year by senior manageridet
evaluation is based on Key Performance Indicatas fall departments, as well as the independentptiante
monitoring reports from both internal and exter(eat). the aviation authorities) audits.

WORKPLACE

Employee satisfaction and well-being

Atlantic Airways is a major employer in the Far@ahds, offering our employees highly skilled antkinational
careers in an interesting industry. We aim to récttain and develop local talent in the Faroeusls to ensure
good jobs and at the same time ensure the longgestainability of our workforce.

At Atlantic Airways, we focus on our employees’istection and well-being. Knowing that satisfieddamotivated
employees are more productive and efficient, weehmitiated surveys among staff groups to measale |
satisfaction and well-being. In 2012, a survey wanducted among the air crews, and in 2013 theeguwas
conducted among other staff groups focusing oniphlysondition, communication and social environin@&ased
on the survey, we have developed action plans fiegum improvements of key areas.

In 2013, our average rate of absence due to illmesslow. However, we are keen to further redueertte as it
benefits both our employees and our business sesult

We strive to be an inclusive workplace, and in #ddito normal hiring procedures we also work vitik local job
center with an aim to offer unemployed people j@partunities and training where appropriate. Initold, we
continuously employ people on special conditionsalfiow them to have a job despite shortcomingsutéllfa
normal job — either temporarily or permanentlythe unfortunate event that we have to lay off aplegee, we do
our outmost to help the person in his or her futaeer. Thus, we offer outplacement support tHi@gonsultant,
helping the person to find new opportunities.

Education

Besides being a major employer, we also play a imlthe Faroese educational system, and see this @se
responsibility to develop local talent. In a snstiety as the Faroese, it is central to be abieake it attractive for
young people to either stay in the Faroe Island®aeturn after their education abroad. Thus, fiercseveral
education opportunities and also reach out to Faretudents abroad to promote the idea of a casteus:

In 2013 we:

« Opened our doors to more than 20 students in elameschool for their practicum

» Offered Faroese students at home and abroad waamd seasonal positions during high-activity seasis
cabin attendants and in other service functions

« Attended ‘jobmatch.fo’ in order to position oursetvas an attractive employer for Faroese studextstoer
job-seeking natives.
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Competence development

Based on our interest in hiring, training and depelg local talent, we have a significant focus ammpetence
development of our employees. Also, we are awaa¢ this is a central parameter for employee satisfa,

ensuring the continuous development of each indaliémployee. We are aiming to develop our acésitivithin

education even more over the coming years, andenijage with local and international stakeholderdevelop
sufficient programs to increase competence andfupadions of employees.

Our competence development activities can be divitdo mandatory training (to maintain certificatesifety
procedures etc.) and additional training (i.e.Mignagement skills, communications etc.). In 2013%pent around
DKK 6,5 million on mandatory and additional traigin

COMMUNITY

Stakeholder engagement

Being a large company in a small community bringsponsibility and a need to constantly engage with
stakeholders, also beyond what is common in lacgenmunities. We are aware of the key role that leg m
society and do our outmost to engage with the looaimunity. For our business, it is key to makatitactive to
live and work on the islands as this secures oentlbase. Thus, we are continuously in dialoguth wical
stakeholders to find solutions and ideas on hofuttiver improve our services and offerings.

Also, we are engaged with the broader developmebhtusiness and the business community through HneesSe
Employers’ Association, as this provides econonativity and, ultimately, jobs for people on theaistls - and
eventually business for us.

Finally, we are naturally engaged with tourism depment and the international branding of the Fasdends
abroad, as tourism is another potential growth oppdty for our business at the same time as ivides economic
opportunity for the community.

Sponsorships and donations
Atlantic Airways has a long history of involvement Faroese sport and culture through sponsorshigsother
supportive actions.

In sports, most sponsorship is centered on natitggahs and national unions. The company has beemtin
sponsor of the Faroese National Football Team sif995. Atlantic Airways also supports the natiotedms in
handball, volleyball, swimming, chess and otherser€ is a general agreement in place with the M&iignal
Sport Union) to support the smaller unions’ inteioraal activities. Additionally, focus has been suapporting
Faroese cultural life for many years. Atlantic A&tys has among other things sponsored various rfegtieals and
artists.
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Financial calendar 2014

4 March 2014 Annual Report 2013
30 April 2014 Annual General Meeting
15 May 2014 Interim Report Q1 2014

28 August 2014 Interim Report Q1-Q2 2014

6 November 2014 Interim Report Q1-Q3 2014
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Management’'s Statement

The Board of Directors and the Executive Managenmane today discussed and approved the annualtrepor
Atlantic Airways P/F for the financial year 1 Janpa 31 December 2013.

The annual report has been prepared in accordaiticdnternational Financial Reporting Standardsdspted by
the EU and Icelandic and Danish disclosure requergmfor annual reports of companies listed onNASDAQ

OMX Iceland and NASDAQ OMX Copenhagen.

We consider the accounting policies appropriateunopinion, the annual financial statement gizesie and fair
view of the Company's assets, liabilities and faiahposition as at December 31, 2013, and of #sellts of the
Company’s operations and cash flows for the firangear 1 January — 31 December 2013.

Furthermore, in our opinion the Management’s revieeludes a true and fair review of the developmanthe

Company’s operations and financial matters, ofrésult for the year and the Company’s cash flows farancial
position as a whole, as well as a description efsilgnificant risks and uncertainties affecting @ompany.

The Board of Directors and the Management recomrtigaicthe annual general meeting approve the amapatt.
Sgrvagur the 4th of March 2014

Executive Management:

Jargen Holme Marius Davidsen Joen Remmer
CEO CFO COO

Board af directors

Niels Mortensen Kaj Johannessen Tezz TordgdAkerman
Chairman Vice-chairman
Sgren Jespersen $gioensen * OlaP8ulsen*

*employee representatives

This annual report was adopted at the Annual Gégating on:

Chairman:
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Independent Auditor’'s Report
To the shareholders of P/F Atlantic Airways

Report on Financial Statements

We have audited the financial statements of P/t Airways for the financial year 1 January fib Becember
2013, which comprise income statement, compreherisnome statement, balance sheet, statement nfjeban
equity, cash flow statement and notes, includingireary of significant accounting policies. The ficah

statements are prepared in accordance with IntenadtFinancial Reporting Standards as adoptechbyEU and
Faroese disclosure requirements for listed companie

Management's Responsibility for the Financial Statments

The Management is responsible for the preparatiofinancial statements that give a true and fagwiin
accordance with International Financial Reportingin8ards as adopted by the EU and Faroese diselosur
requirements for listed companies and for suchrmatecontrol as the Management determines is napess enable

the preparation of financial statements that age from material misstatement, whether due to faugtror.

Auditor’'s Responsibility

Our responsibility is to express an opinion onfthancial statements based on our audit. We coeduatir audit in
accordance with International Standards on Audiing additional requirements under Faroese Auditlegion.

This requires that we comply with ethical requiremseand plan and perform the audit to obtain reaisien
assurance about whether the financial statemeatsesr from material misstatement.

An audit involves performing procedures to obtaidifevidence about the amounts and disclosurdeifinancial
statements. The procedures selected depend oruthimras judgment, including the assessment of ribks of
material misstatements of the financial statememit&ther due to fraud or error. In making thosk @ssessments,
the auditor considers internal control relevanthi® entity’s preparation of financial statementst thive a true and

fair view in order to design audit procedures tha appropriate in the circumstances, but notHergurpose of
expressing an opinion on the effectiveness of tht@yés internal control. An audit also includesatwating the
appropriateness of accounting policies used and ré@@sonableness of accounting estimates made by the
Management, as well as the overall presentatidheofinancial statements.

We believe that the audit evidence we have obtamedfficient and appropriate to provide a bagrsofur opinion.

The audit has not resulted in any qualification.

Opinion

In our opinion, the financial statements give aetand fair view of the Company’s financial positiah 31
December 2013 and of the results of the Compamesations and cash flows for the financial yeaarduary to 31
December 2013 in accordance with International éied Reporting Standards as adopted by the EUFaindese
disclosure requirements for listed companies.

Statement on the Management’s review
Pursuant to the Faroese Financial Statements Achave read the Management's review. We have nédrpeed
any further procedures in addition to the auditheffinancial statements.

On this basis, it is our opinion that the inforroatiprovided in the Management'’s review is consisteith the
financial statements.

Térshavn 4th of March 2014
Januar P/F

Laggilt grannskodanarvirki

Jgrmann Petersen Joéanes Olsen
State Authorized Public Accountant Registered ieultcountant
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Income Statement for the year 2013

(DKK 1,000) Note 2013 2012
Net revenue 3 541.314 501.303
Other income 881 0
Total revenue 2,35 542.195 501.303
Flight expenses 4 -353.299 -321.043
Employee expenditures 6 -107.364 -96.915
Total operating expenses -460.663 -417.959
Result before depreciation, amort. and impairment EBITDA) 81.532 83.345
Depreciations, amort. and impairment 71213 -62.643 -58.200
Result before financial items (EBIT) 18.890 25.145
Financial income 8 2422 3.545
Financial expenses 9 -12.220 -11.557
Net financial items -9.798 -8.012
Share of profit/loss of associates 15 -109 -17
Result before taxes (EBT) 8.983 17.116
Income tax 11 -1.617 -3.081
Net Profit / Loss for the year 7.366 14.035

Attributable to:

Shareholders of Atlantic Airways P/F 7.366 14.035
Earnings per share 39

Earnings per share (DKK) (EPS) 7,19 13,71
Diluted earnings per share (DKK) (EPS-D) 7,19 13,71

Proposed allocation of profit/loss

Proposed dividend to shareholders 40 0 4.000
To carry forward to next period 7.366 10.035
Total 7.366 14.035

Atlantic Airways P/F has not had any discontinuamgerations during these periods.
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Statement of comprehensive income for the year 2013

(DKK 1,000) 2013 2012

Net Profit/ Loss for the year 7.366 14.035

Other comprehensive income

Value adjustment of cash flow hedges -2.358 -11.705
Taxof value adjustment of cash flow hedges 424 2.107
Revaluation reserve shares -281 155
Taxof available-for-sale financial assets 0 0
Dividend own shares 43 75
Other comprehensive income after tax -2.172 -9.368
Total comprehensive income 5.194 4,667

Attributable to:

Shareholders of Atlantic Airways P/F 5.194 4.667

Atlantic Airways P/F has not had any discontinuamgerations during these periods.
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Balance Sheet as at 31 December 2013

ASSETS (DKK 1,000) Note 31.12.2013 31.12.2012

Intangible assets 12 2.965 6.379

Aircraft and maintenance 13 274.259 303.419
Spare parts 13 10.201 13.929
Operating equipment 13 9.323 9.972
Hangar, buildings and land 13 33.510 35.158
Total tangible assets 327.293 362.478

Investment in associates 15 595 479
Other shares 16 975 1.138
Other non-current assets 1.570 1617

Total non-current assets 331.828 370.474

Inventories 17 2.989 2.397

Trade receivables 18 17.872 24.713
Prepayments 19 4.833 2.313
Other receivables 20 9.797 1.891
Other shares "available-for-sale™ 21 581 862
Derivatives 22 0 382
Total receivables 33.082 30.159
Cash and cash equivalents 35 115.980 97.104
Total current assets 152.051 129.659
TOTAL ASSETS 483.878 500.133
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Balance Sheet as at 31 December 2013

EQUITY AND LIABILITIES (DKK 1,000) Note 31.12.2013  31.12.2012

Share capital 23 103.500 103.500
Share premiumreserve 23 23.500 23.500
Value adjustm. of cash flow hedges 23 -2.217 -283
Revaluation reserve shares 23,25 108 389
Retained earnings 23,26 123.596 116.187
Proposed dividend 23,40 0 4.000
Total equity 248.487 247.293

Mortgage loans 28 111.510 135.669
Deferred income tax liabilities 11 30.058 28.865
Total non-current liabilities 141.568 164.534
Mortgage loans 28 15.563 18.383
Trade payables 28 35.365 30.271
Current income tax liabilities 11 0 0
Deferred income and accruals 28 40.193 38.926
Derivatives 28 2.703 727
Total current liabilities 28 93.823 88.307
Total liabilities 28 235.391 252.841
TOTAL EQUITY AND LIABILITIES 483.878 500.133
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Statement of Changes in Equity

Share Revaluation
premium Hedging reserve Retained  Proposed

(DKK 1,000) reserve reserve shares earnings divechd Total
Equity at 01.01.2012 103.500 23.500 9.315 234  106.077 7.000  249.626
Result for the period - - - - 14.035 - 14.035
Value adjustm. of cash flow hedges - - -11.963 - - - -11.963
Tax of value adjustm. of cash flow

hedges - - 2.153 - - - 2.153
Transfers to flight expences - - 258 - - - 258
Tax of transfer to flight expences - - -46 - - - -46
Revaluation reserve shares - - - 155 - - 155
Tax of revaluation reserve shares - - - - - - -
Dividends Own shares - - - - 75 - 75
Total comprehensive income - - -9.508 155 14.110 - 4.666
Proposed dividend - - - - -4.000 4.000 -
Dividends paid - - - - - -7.000 -7.000
Equity at 31.12.2012 103.500 23.500 -283 389  116.187 4.000 247.293
Equity at 01.01.2013 103.500 23.500 -283 389  116.187 4.000  247.293
Result for the period - - - 7.366 - 7.366
Value adjustm. of cash flow hedges - -342 - - - -342
Tax of value adjustm. of cash flow

hedges - - 62 - - - 62
Transfers to flight expences - - -2.015 - - - -2.015
Tax of transfer to flight expences - - 363 - - - 363
Revaluation reserve shares - - - -281 - - -281
Tax of revaluation reserve shares - - - - - - -
Dividends Own shares R - - - 43 - 43
Total comprehensive income _ _ -1.933 281 7.409 _ 5.194
Proposed dividend _ _ _ _ _ . 0
Dividends paid - - - - - -4.000 -4.000
Equity at 31.12.2013 103.500 23.500 -2.217 108 123.596 - 248.487
Breakdown of changes in share capital

(DKK 1,000) 2013 2012 2011 2010 2009
Share capital at the beginning of the year 103.50¢ 103.50¢ 103.50¢ 103.50¢ 103.50¢
Increase of share capital - - - - -

103.500 103.500 103.500 103.500 103.500

Total

The notes 23-26 and 40 are an integral part o6theement of Changes in Equity

Annual Report 2013

Page51



3 ATLANTIC AIRWAYS

Cash Flow Statement

(DKK 1,000) Note 2013 2012

Net profit/loss for the period 7.366 14.035

Depreciations 62.643 58.200
Taxes 1.617 3.081
Adjustments 64.259 61.281

+/- trade receivables 6.841 -2.464
+/- prepayments -2.520 447

+/- other receivables -7.906 57

+/- Inventories -593 804
+/- investment in assosiates and other shares 47 17

+/- trade payables 5.094 6.786
+/- current income tax liabilities 0 -6.970
+/- deferred income and accruals 1.309 11.969
Changes in operating assets and liabilities 2.272 10.645

Cash flow from operating activities 73.898 85.961

Purchase of intangible, tangible assets and prepichft 12.13 -33.527 -187.896
Sale of intangible and tangible assets 12.13 9.484 209
Cash flows from investing activities 24043 -187.596

Proceeds from new loans 28 0 118.800
Changes of long-term loans 28 26.978 11.633
Paid dividends -4.000 -7.000
Cash flows from financing activities -30.978 100.167
Total cash flows for the period 18.876 -1.469
Cash and cash equivalents at the beginning ofénieg 97.104 98.572
Cash and cash equivalents at the end of the period 35 115.980 97.104
Additional cash flow information 36

The notes 7-40 are an integral part of the Castv Btatement

The company has in addition to the cash equivakeisss to DKK 42 million in credit facilities
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Notes

1. Accounting Principles

Atlantic Airways P/F (the “Company”) is a limiteéability company incorporated and domiciled in Falslands.
The address of the Company’s registered officeti¥&gar Airport in Sgrvagur, Faroe Islands. Theaficial
statements of the Company as at December 31, 2@d $athe period January 1, to December 31, 2@i8pcise
the Company and the Company’s interests in asssciditlantic Airways is an airline company focused
passenger and cargo transportation and is formeldreé business divisions: Schedule Services, &h&ervices,
and Helicopter Services. The Schedule ServicesGihradter Services had 4 aircraft in service as ab8tember
2013, excluding aircraft leased out, supported B} £mployees with the operational base at Vagarthén
Helicopter Services there were 2 helicopters iviseras at 31 December 2013 supported by 10 pesithethe
operational base at Vagar. The Company is listethetNASDAQ OMX Iceland and NASDAQ OMX Copenhagen
stock exchanges. Vinnumalaradid (Ministry of Indysts the owner of 67% of the shares.

Basis of preparation

a. Statement of compliance

The annual report of Atlantic Airways P/F for therijpd 1 January — 31 December 2013 has been prejpare
accordance with International Financial Reportitgn8ards “IFRS”, as adopted by the EU, and in atanmce with
the guidelines for companies listed on the NASDAROIceland and NASDAQ OMX Copenhagen. In addition,
the annual report have been prepared in compliaiite IFRS notice issued pursuant to the FinanctateSnent
Act.

The annual report were approvedthg board of directors odarch 4, 2014. The board of directors can amend the
annual report after issue up until the Annual Gahleeting on April 30, 2014.

b. Basis of measurement
The financial statements are prepared on the Ratocost basis except that derivative financiatinments are
stated at their fair value. The methods used tosmreafair values are discussed further in note fage 61.

c. Functional and presentation currency
The financial statements have been prepared inshamona (DKK), which is the Company’s functionatency.

d. Use of estimates and judgements

The preparation of financial statements in confeymiith IFRSs requires management to make judgesnent
estimates and assumptions that affect the appmitaif accounting policies and the reported amoonhtassets,
liabilities, income and expenses. Actual resulty differ from these estimates.

Estimates and underlying assumptions are reviewedroongoing basis. Revisions to accounting estisnate
recognised in the period in which the estimateigsed and in any future periods affected.

The company does not think there is a significésk that the estimates and assumpions used in fimgpthis
financial statement will cause a materiel adjustis¢n the carrying amount of asset and liabilitieghin the next
financial year.

Changes in accounting principles

The financial statement is presented in accordamitie the new and revised standards (IFRS/IAS) apd/ n
interpretations (IFRIC), which entered into forcéthweffect from the financial year 2013. The staidaand
interpretations are: Amendment to IAS 1 Presemtiatif items of other comprehensive income, IFRS3-a8 vale
measurement, IAS 19 Employee benefits (amended)28hhual improvements to 2009-2011 cycle, Amendisien
to IFRS 1 Governments loans and Amendsments to [IFR8setting financial assets and financial lidlgis.

The adoption of the new and revised standardsmedpretations in the annual report has not lechnges in the
accounting policies and do not have an affect erfittancial statement of the company.

The company has not adopted new standards, changesdards or interpretations that are effeddifter year-end
2013, but can be early adopted. The impact ofchithe financial statement has not been evaluated.
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Significant accounting principles

a. Investment in associates

(i) Associates

Associates are those entities in which the Compesysignificant influence, but not control, ovee financial and
operating policies. Significant influence is pregahto exist when the Company holds between 20 argkEcent of
the voting power of another entity. Associatesareounted for using the equity method and arealhjtrecognised
at cost. The Company’s investment includes goodddhtified on acquisition, net of any accumulategairment

losses. The financial statements include the Cogipashare of the total recognised gains and loaseksequity

movements of associates on an equity accounted, Biamin the date that significant influence comnesnantil the

date that significant influence ceases. When thegzmy’s share of losses exceeds its interest iasanciate, the
Company’s carrying amount including any long-tenwestments is reduced to nil and recognition afhferr losses
is discontinued except to the extent that the Camypdaas an obligations or made payments on behathef
investee.

b. Foreign currency

(i) Foreign currency transactions

Transactions in foreign currencies are translatethé functional currency of the company at exclearages at the
dates of the transactions. Monetary assets anilitiebdenominated in foreign currencies at theorting date are
retranslated to the functional currency at the arge rate at that date. Foreign currency differerarésing on
retranslation are recognised in the income statemen

c. Financial instruments
Regular purchases and sales of financial assetseaognised on the trade-date — the date on wiiehgtoup
commits to purchase or sell the assets.

(i) Non-derivative financial instruments
Non-derivative financial instruments comprise ldegn receivables and deposits, trade and otheivedides, cash
and cash equivalents, loans and borrowings, ade tad other payables.

Non-derivative financial instruments are recognigeitially at fair value plus, for instruments nat fair value
through profit or loss, any directly attributablarisaction costs. Subsequent to initial recognition-derivative
financial instruments are measured at amortisetdusisg the effective interest method, less anyaiimmpent losses.

Cash and cash equivalents comprise cash balandeskeposits.
Accounting for finance income and expenses is dised later in note 1 on page 60.

All other non-derivative financial instruments ameasured at amortised cost using the effectiveastamethod,
less any impairment losses.

(ii) Derivative financial instruments

The Company holds derivative financial instrumetdshedge its foreign currency and fuel price expesu
Derivatives are recognised initially at fair val@tributable transaction costs are recognisedafitpr loss when
incurred. Subsequent to initial recognition, deties are measured at fair value, and changesithare accounted
for as described below. The Company holds no toadarivatives.

Trading derivatives are classified as a currenetass liability. The full fair value of a hegdingedvative is
classified as a non-current asset or liabilityhé# temaining maturity of the hedged item is moenth2 months and,
as a current asset or liability, if the maturitytbé hegded item is less than 12 months.

Cash flow hedges

Changes in the fair value of the derivative hedgimgtrument designated as a cash flow hedge amgmeszd
directly in equity to the extent that the hedgeffective. To the extent that the hedge is ineffegtchanges in fair
value are recognised in profit or loss.

If the hedging instrument no longer meets the Gatéor hedge accounting, expires or is sold, teateéd or
exercised, then hedge accounting is discontinuedpgctively. The cumulative gain or loss previouglgognised
in equity remains there until the forecast trarisacbccurs. When the hedged item is a non-finarasslet, the
amount recognised in equity is transferred to tn@ying amount of the asset when it is recognisedther cases
the amount recognised in equity is transferredraditpor loss in the same period that the hedgenhiaffects profit
or loss.
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Economic hedges

Hedge accounting is not applied to derivative imsients that economically hedge monetary assetdiatitities
denominated in foreign currencies. Changes in déivevilue of such derivatives are recognised irfijpon loss as
foreign currency gains and losses.

Other non-trading derivatives
When a derivative financial instrument is not héta trading, and is not designated in a qualifyingdge
relationship, all changes in its fair value areogrised immediately in profit or loss.

(i) Securities
Regular purchases and sales of financial assetseaognised on the trade-date — the date on wihiehgtoup
commits to purchase or sell the assets.

Securities are measured at fair value, which &ietl securities is the market price, and estimiedalue for non-
listed securities are calculated using generattpgaised valuation methods.

Other shares comprises shares, where the compéds/lass than 20% of the the voting power of anotimgity.

Changes in fair value are recognised directly initygwhen the shares are designated as”availabgsale” except
for impairment losses, which are recognised inimceme statement under financial items. Impairnaéritnancial
assets are discussed further in note 1 on page 58.

Available-for-sale financial assets are non-deiweat that are either designated in this categonyodrclassified in
any of the other categories.They are included imn-current assets unless the investment maturesaoagement
intends to dispose of in within 12 months of thd efthe reporting period.

Changes in the fair of securities classified aslabk for sale are recognised in other comprelvensicome.

When shares are realised, the accumulated valustadjent recognised directly in the equity willttensferred to
the financial items in the profit and loss accoentept.

(iiif) Share capital

Ordinary shares

Ordinary shares are classified as equity. Increatardsts directly attributable to the issue of pady shares are
recognised as a deduction from equity, net of anyeffects.

Repurchase of share capital

When share capital recognised as equity is repsecthathe amount of the consideration paid, whictuges

directly attributable costs, is recognised as audiédn from equity. Repurchased shares are cledsds treasury
shares and are presented as a deduction fromegpiiéty. When treasury shares are sold or reissulesegiuently,
the amount received is recognised as an increasguiity.

d. Operating assets
(i) Recognition and measurement
Items of operating assets are measured at cosideasnulated depreciation and accumulated impatrioeses.

Cost includes expenditure that is directly attrétilé to the acquisition of the asset. The costetffcdnstructed
assets includes the cost of materials and diréotula any other costs directly attributable to gimg the assets to a
working condition for its intended use, and thets@$ dismantling and removing the items and résgothe site on
which they are located. Cost also may include feaesfrom equity of any gain or loss on qualifyingsh flow
hedges of foreign currency purchases of operatisgta. Purchased software that is integral touhetibnality of
the related equipment is capitalised as part dfafaipment.

When parts of an item of operating assets haveréifit useful lives, they are accounted for as s¢pdétems (major
components) of operating assets.
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Gains and losses on disposal of an item of operatssets are determined by comparing the proceaasdisposal
with the carrying amount of operating assets aedr@cognised net within “other operating revenuethie income
statement.

(if) Aircrafts, helicopters, flight equipment, hangar, offices and house

Aircrafts, helicopters and flight equipment, e.gcieaft engines and aircraft spare parts, are nredsat cost less
accumulated depreciation and accumulated impairdtesies. When aircrafts are acquired the purchese [
divided between the aircraft itself and enginescrsfts are depreciated over the estimated uséubd the relevant
aircraft until a residual value is met. Engines depreciated according to flown cycles. When anirengs
overhauled the cost of the overhaul is capitalesed the remainder of the cost of the previous audrthat has not
already been depreciated, if there is any, is esgeim full.

(iif) Subsequent costs

The cost of replacing part of an item of operatasgets is recognised in the carrying amount ofité if it is
probable that the future economic benefits emboditid the item will flow to the Company and the toéthe item
can be measured reliably. The carrying amounteféiplaced part is derecognised. All other cogtsezognised in
the income statement as an expense as incurred.

(iv) Depreciation
Depreciation is recognised in profit or loss ortraight-line basis over the estimated useful liségach item of
operating assets. The estimated useful lives focthrent and comparative periods are as follows:

Useful Residual
life Value
Aircrafts 11-15 years 0
Helicopters 11-16 years 0
Spare parts 3-15 years 0
Operating equipment 3-10 years 0
Primary maintenance exp. 5-12 years 0
Hangar, buildings and land 5-30 years 0

Depreciation methods, useful lives and residualeslare reviewed at each reporting date.
Land is not depreciated.

New acquisitions with a cost not exceeding DKK 2@.@ach are recognised in the income statemeheigdar of
acquisition.

e. Intangible assets

() Intangible assets

Intangible assets are measured at cost less acaigmiubmortisation and accumulated impairment losses
Amortisation is recognised in the income statenmmta straight-line basis over the estimated uslkfek as
follows:

Useful Residual
life Value
Software 3-5 years 0
Development expenditures 3 years 0

Development expenditures comprise pilot type ratiosfs.

(i) Subsequent expenditure
Subsequent expenditure is capitalised only whémcieases the future economic benefits embodigbarspecific
asset to which it relates. All other expenditurexpensed as incurred.
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f. Leased assets

Atlantic Airways has entered into finance and ofiegaleasing contracts. Leasing contracts whergdhmas of the

lease transfer substantially all the risks and fisnef the asset to Atlantic Airways are reportegifinance leases.
All other lease contracts are classified as opagdéases. All operating leases are not recogmirdtie Company’s
balance sheet.

g. Inventories

Goods for resale and supplies are measured abwer bf cost and net realisable value. The costwdntories is
based on first-in first-out principle and includ®genditure incurred in acquiring the inventoriebiinging them to
their existing location and condition. Net realigalbalue is the estimated selling price in the wady course of
business, less the estimated costs of completidrselling expenses. Aircraft equipment is capigaliat the foreign
exchange rate ruling at the date of acquisition.

h. Trade receivables

Trade receivables are amounts due from customersné&chandise sold or services performed in thenary
course of business. If collection is expected ie gear or less (or in the normal operating cyclé¢hefbusiness if
longer), they are classified as current assetwmtlfthey are presented as non-current assets.

Trade receivables are recognised initially at faifue and subsequently measured at amortisedusosy the
effective interest method, less provision for innpaént.

i. Cash and cash equivalent

Cash and cash equivalent includes cash in handisdsepheld at call with banks, other short-termhhjgliquid
investments with orginal maturities of three montihdess, and bank overdrafts. Bank overdraftsshmvn within
borrowings in current liabilities on the balancest

j- Assets held for sale

Assets held for sale comprise non-current assetsisposal groups held for sale. Disposal groupdafined as a
group of assets to be disposed of, by sale orwtkeytogether as a group in a single transactiohtlaose liabilities
directly associated with the assets that will b@dsferred in the transaction.

Assets are classified as held for sale if managémmas decided to sell the asset or disposal grodptaken the
necessary steps to carry out the sale, such thatatrying amount will be recovered principallyahgh a sale
within 12 months in accordance with a formal plather than through continuing use.

Assets or disposal groups held for sale are measurthe lower of carrying amount or fair valueslessts to sell.
Assets are not depreciated or amortised from tke when they are reclassified as held for salealmpent losses
on initial recognition as held for sale and gainsl dosses on subsequent remeasurement at the ¢dwearrying
amount and fair value less costs to sell are résedrin the income statement in the items to witely relate.

Assets and liabilities are recognised separateflgarstatement of financial position.

If a sale is not completed as expected, the assdisposal group is reclassified to the items ia #statement of
financial position from which the asset or dispagadup was originally separated. This reclassificats made at
the carrying amount less any depreciation charpges would have been recognised if the asset hacheen
classified as held for sale.

k. Impairment

() Financial assets

A financial asset is assessed at each reportirg tdatletermine whether there is any objective exddehat it is
impaired. A financial asset is considered to beaimgal if objective evidence indicates that one orarevents have
had a negative effect on the estimated future flagls of that asset.

An impairment loss in respect of a financial asseasured at amortised cost is calculated as tfexatice between
its carrying amount, and the present value of #temated future cash flows discounted at the oalgeffective
interest rate.

Individually significant financial assets are tekfer impairment on an individual basis. The rermanfinancial
assets are assessed collectively in groups thaé similar credit risk characteristics. All impaemt losses are
recognised in profit or loss.

An impairment loss is reversed if the reversal barrelated objectively to an event occurring affier impairment
loss was recognised. For financial assets measi@ahortised cost, the reversal is recogniseddfitr loss.
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The Company assessess at the end of each repattether there is objective evidence that othertassgailable-
for-sale” is impaired. Other assets “available$ate” is impaired and impairment losses are incliory if there is
objective evidence of impairment as a result of onenore events that occurred after the initiabgggtion of the
asset (a ‘loss event’) and that loss event (or tsydras an impact on the estimated future cashsflofwother assets
“available-for-sale that can be reliably estimated.

(i) Non-financial assets

The carrying amounts of the Company’s non-finaneisgets other than inventories and deferred teetsasse

reviewed at each reporting date to determine whdtiere is any indication of impairment. If any Buadication

exists then the asset’s recoverable amount is atnFor intangible assets that have indefinieslior that are not
yet available for use, recoverable amount is eséichat each reporting date.

The recoverable amount of an asset or cash-gemgnatiit is the greater of its value in use anddts value less
costs to sell. In assessing value in use, the atgnirfuture cash flows are discounted to theirgresalue using a
post-tax discount rate that reflects current madesessments of the time value of money and ths sisecific to
the asset.

An impairment loss is recognised if the carryingoammt of an asset or its cash-generating unit exceésa@stimated
recoverable amount. Impairment losses are recagjmisprofit or loss. Impairment losses recognisedeispect of
cash-generating units are allocated first to redeearrying amount of any goodwill allocatedhe tinits and then
to reduce the carrying amount of the other assetsa unit (group of units) on a pro rata basis.

An impairment loss in respect of goodwill is noteesed. In respect of other assets, impairmenésosscognised in
prior periods are assessed at each reporting datnf indications that the loss has decreasea donger exists.
An impairment loss is reversed if there has beelnamge in the estimates used to determine the eeslole amount.
An impairment loss is reversed only to the extédait the asset’s carrying amount does not exceeddatrging
amount that would have been determined, net ofedégdion or amortisation, if no impairment loss Hagken
recognised.

[. Provisions

A provision is recognised in the balance sheet vtherCompany has a present legal or constructiligadion as a
result of a past event, and it is probable thadatfiow of economic benefits will be required tdtkethe obligation.
Provisions are determined by discounting the exguefitture cash flows at a pre-tax rate that refleatrent market
assessments of the time value of money and the sigécific to the liability.

(i) Overhaul commitments relating to aircrafts unde operating lease

With respect to the Company’s operating lease ageets, where the Company has a commitment to niitita
aircraft, provision is made during the lease teomtle obligation based on estimated future coshajbr airframe
and certain engine maintenance checks by makingopppte charges to the income statement calculbted
reference to the number of hours or cycles operdeidg the year.

Provisions are entered into the Balance Sheet annadg and other payables.

m. Deferred income
Sold unused tickets and other prepayments arergegsas deferred income in the balance sheet.

n. Borrowing costs

General and specific borrowing costs directly btttable to the acquisition, construction or proaucbf qualifying
assets, which are assets that necessarily takbstastial period of time to get ready for intendes# or sale, are
added to the cost of those assets, until suchdsrtbe assets are substantially ready for thanded use or sale.

Investment income earned on the temporary invedtroérspecific borrowings pending their expenditwe
qualifying assets is deducted from the borrowingtgeligible for capitalisation.

All other borrowing costs are recognised in profiloss in the period in which they are incurred.
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0. Operating income

(i) Transport revenue

Passenger ticket sales are not recognised as revemtl transportation has been provided. Sold nedéble
documents not used within twelve months from thentinaf sale are recognised as revenue. Sold nat, nemn-
refundable documents are recognised as revenuetwths after expected transport. Revenue from amailcargo
transportation is recognised in the income stat¢raétar transportation has been provided. Revesuadasured
exclusive of VAT and discounts.

(if) Aircraft and aircrew lease
Revenue from aircraft and aircrew lease is recaghis the income statement when the service hasfreeided at
the end of each charter flight.

(iii) Other operating revenue
Revenue from other services rendered is recogiisthd income statement when the service has besided.

Gain on sale of operating assets is recognisédkiincome statement after the risks and rewardsvagrship have
been transferred to the buyer.

p. Lease payments

(i) Operating lease payments

Payments made under operating leases are recogniegl income statement on a straight-line bages the term
of the lease.

The lease contracts require the aircraft to bermetiat the end the lease in accordance with teeifspredelivery

conditions stated in the lease contracts. To neetréquirement, the company must conduct main@nan these
aircraft, both regularly and at the expiration o feasing period. Provisions are made based oestimaated costs
of overhauls and maintenances.

g. Finance income and expenses

Finance income comprises interest income on fumeissied, dividend income, foreign currency gaing, @ains on
hedging instruments that are recognised in profibss. Interest income is recognised as it acciruesofit or loss,
using the effective interest method. Dividend ineoisirecognised in profit or loss on the date thatCompany’s
right to receive payment is established.

Finance expenses comprise interest expense onviingsy unwinding of the discount on provisions, eign
currency losses, impairment losses recognised mandial assets, and losses on hedging instrumbatsate
recognised in profit or loss.

Foreign currency gains and losses are reportednen laasis.

r. Income tax

Income tax on the profit or loss for the year coisgs only deferred tax. Income tax expense is m@sed in profit
or loss except to the extent that it relates tm#teecognised directly in equity, in which casésitecognised in
equity.

Deferred tax is recognised using the balance shettod, providing for temporary differences betwtencarrying
amounts of assets and liabilities for financialoimg purposes and the amounts used for taxativpgses. The
amount of deferred tax provided is based on theeed manner of realisation or settlement of thieyzay amount
of assets and liabilities, using tax rates enactesiibstantively enacted at the reporting date.

A deferred tax asset is recognised to the extexttitlis probable that future taxable profits va# available against
which the temporary difference can be utilised. dDefd tax assets are reviewed at each reportirg atat are
reduced to the extent that it is no longer prob#idé the related tax benefit will be realised.

s. Earnings per share

The Company presents basic and diluted earningssipgre (EPS) data for its ordinary shares. Basi€ kP
calculated by dividing the profit attributable todmary shareholders of the Company by the weiglategrage
number of ordinary shares outstanding during ther.yBiluted EPS is determined by adjusting the ipiaf loss
attributable to ordinary shareholders and the weijlaverage number of ordinary shares outstandinthé effects
of all dilutive potential ordinary shares.
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t. Segment reporting

A segment is a distinguishable component of the @ that is engaged in providing products or sewi
(business segments) and which is subject to rigklsrewards that are different from those of ottegnsents. The
Company’s primary format for segment reporting @sdd on business segments. The business segments ar
determined based on the Company’s management terdahreporting structure. The major revenue-eayaissets

of the Company are the aircraft and helicoptertfiee majority of which are registered in Fardanss. Since the
Company’s aircraft fleet is employed flexibly acsats route network, there is no suitable basiallwicating such
assets and related liabilities to geographical ssgm

Inter-segment pricing is determined on an arm'gtleibasis.

Segment results, assets and liabilities includastelirectly attributable to a segment as well as¢hthat can be
allocated on a reasonable basis. Unallocated itmmgprise mainly investments and related revenusscand
borrowings and related expenses, corporate assetsemd office expenses, and income tax assetiaildies.

Segment capital expenditure is the total cost mcliduring the period to acquire property, plard agquipment,
and intangible assets other than goodwill.

u. New standards and interpretations
All new standards, amendments to standards angpietations as adopted by the EU Commission treakaown
to be effective for the year ended 31 December 2218 been applied in preparing these annual report

Determination of fair values

A number of the Company’s accounting policies aimtldsures require the determination of fair valio, both
financial and non-financial assets and liabiliti€zir values have been determined for measurememiora
disclosure purposes based on the following methddsen applicable, further information about theuagstions
made in determining fair values is disclosed inrtbtes specific to that asset or liability.

(i) Derivatives

The fair value of forward exchange contracts isebdagn their listed market price, if available. Ifisted market
price is not available, then fair value is estimdaby/ discounting the difference between the cotedcforward

price and the current forward price for the residuaturity of the contract using a risk-free in®reate based on
government bonds.

(i) Non-derivative financial liabilities

Fair value, which is determined for disclosure sgs, is calculated based on the present valugwfprincipal
and interest cash flows, discounted at the markiet of interest at the reporting date. In respédhe liability
component of convertible notes, the market ratefrest is determined by reference to similarilités that do
not have a conversion option.

Segment reporting

The segment information is presented in respetit@iCompany’s business segments, which are theapyitrasis
of segment reporting. The business segment regoftirmat reflects the Company’s management andriate
reporting structure and is divided into two segraghAircraft Services and Helicopter Services.

Inter-segment pricing is determined on an arm’gtleasis.

Segment results include items directly attributatdea segment as well as those that can be altbaatea
reasonable basis.

Aircraft Services
This segment, which consists of the Schedule Sesvand Charter Services, had 4 aircraft in serakeat 31
December 2013, supported by 171 employees witbleeational base at Vagar.

Helicopter Services
In the Helicopter Services there were 2 helicopieiservice as at 31 December 2013 supported hyedple with
the operational base at Vagar.
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Ratios

The ratios have been computed in accordance withnmnendations from the Danish Society of Investment
Professionals (Den Danske Finansanalytikerforening)

Cash Flow Statement

The cash flow statement is prepared using the eotlimethod, showing cash flows from operating, stimg and
financing activities for the year as well as then® changes in cash flows and cash and cash depisaat the
beginning and end of the year.

Cash flows from operating activities comprise prafss for the period, adjusted for non-cash ojegaitems,
income tax paid and changes in working capital.

Cash flows from investing activities comprise p@sh and sale of intangible assets, the additiond&spbsal of
property, plant and equipment and other non-cureséts.

Cash flows from financing activities comprise ficarg from and dividend paid to shareholders as waslithe
arrangement and repayment of long-term liabiliadser than provisions.

Cash at the beginning and end of the period commash and short-term investments with no sigmifigaice risk
which easily can be exchanged into cash.
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Notes
2. Segment information
Aircraft Services Helicopter Services Total
(DKK 1,000) 2013 2012 2013 2012 2013 2012
Income statement
Net sales 500.534 437.835 40.780 63.468 541.314 501.303
Other income 881 0 0 0 881 0
Total revenue from external customers 501.415 437.835 40.780 63.468 542.195 501.303
Operating expenses 483.529 424.063 39.776 52.096 523.305476.159
Operating result 17.886 13.773 1.004 11.372 18.890 25.145
Effects of associated companies - - - - -109 -17
Financial income 2.419 3.542 4 3 2.422 3.545
Financial expenses -11.636 -10.649 -584 -909 -12.220 587.
Result before tax 8.669 6.666 423 10.467 8.983 17.116
Income tax expense -1.617 -3.081
Profit 7.366 14.035
Balance sheet
Segment assets 441.298 448.077 41.986 51.577 483.283 499.654
Investment in associates - - - - 595 479
Segment liabilities and equity 470.160 481.852 13.719 8.281 483.878 500.133
Cash flows
Cash flows from operating activities 54.784 69.359 113 16.602 73.898 85.961
Cash flows from investing activities -14.455 -182.089 -9.588 -5.507 -24.043 -187.596
Cash flows from financing activities -26.416 104.730 4.563 -4.563 -30.978 100.167
Other
Depreciations and amortisation -74.124 48.580 11.481 620. -62.643 58.200
Geographical segments
Revenue comprises the following markets:
Faroe Islands Europe Total
2013 2012 2013 2012 2013 2012
Total revenue from external customers 283.274 252.756 258.921 248.547 542.195 501.303
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Notes
3. Total revenue(DKK 1,000) 2013 2012
Passenger transport 340.928 313.426
Charter activity (fixed wing and rotor wing) 103.592 97.078
Cargo and mail 11.071 10.778
Other 49.280 43.273
SAR and Inter-Island services 36.442 36.749
Other income 881 0
Total 542.195 501.303

Major customer
There were non major customers in 2013 or 2012;hvhépresents more
than 10% of the total revenue.

4. Flight expense$DKK 1,000) 2013 2012
Aircraft fuel -104.865 -99.055
Aircraft maintenance -24.252 -24.550
Passenger/aircraft charges -57.261 -48.460
Handling and catering costs -43.524 -30.699
Airway charge -20.072 -16.972
Cancellations and diversions -14.372 -10.879
Other costs -88.952 -90.428
Total -353.299 -321.043
5. Specification of numbers of passengers: 2013 2012
Passengers fixed wing, scheduled services 225.200 208.329
Passengers fixed wing, ACMl/charter 69.099 48.489
Passangers fixedwing 294.299 256.818
Passengers by Helicopters 5.483 10.135
Total passengers 299.782 266.953
Block hours:

Aircraft, block hours, scheduled services 5.242 5.332
Aircraft, block hours, charter 2512 1.823
Total aircraft block hours 7.754 7.156
Helicopters 633 1.162
Total airborne hours 8.387 8.318

Income overseas:
BExport value in DKK (1,000) 258.921 248.547
BExport value in % 48% 50%
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Notes

6. Employee expenditureg$DKK 1,000) 2013 2012
Wages and salaries -92.850 -83.779
Pensions -6.775 -6.360
Expenses for social security -3.295 -2.793
Other employee expenditures -4.384 -3.585
Bonus -59 -398
Share-based payments 0 0
Total -107.364 -96.915
Salaries and compensations paid to Management ancbBrd:
Management, Wages and salaries 5.443 2221
Management, Pensions -766 -301
Management, Bonus 59 -398
Management, Share-based payments . .
Board, Wages and salaries -1.063 -1.060
Board, Bonus - -
Board, Share-based payments - -
Total -7.331 -3.980
Number of employees 181 172
7. Depreciation, amort. and impairme nts(DKK 1,000) 2013 2012
Amortisation of intangible assets -4.426 -4.031
Impairments of intangible assets 0 0
Depreciation of tangible assets -53.432 -54.169
Impairments of tangible assets -4.784 0
Total depreciation, amortisation and impairments -62.643 -58.200
8. Financial income(DKK 1,000) 2013 2012
Interest, cash, etc. 953 753
Other interest income 52 142
Currency adjustments 1.418 2.651
Total 2.422 3.545
9. Financial expense$DKK 1,000) 2013 2012
Interest on long term loans -7.551 -7.133
Other interest expenses -1.315 -1.486
Currency adjustments -3.354 -2.938
Total -12.220 -11.557
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Notes

10. Auditors remuneration (DKK 1,000) 2013 2012
Audit -240 -240
Other services -204 -208
Total -444 -448
11. Income tax(DKK 1,000) 2013 2012
Taxes 0] 0
Changes in deferred taxes during the period -1.617 -3.081
Total taxes -1.617 -3.081
Deferred income taxliabilities as of Jan 1st 28.865 27.891
Changes in deferred income taxes during the period 6171 3.081
Taxes recognised in equity -424 -2.107
Deferred income tax liabilities at the end of the @riod 30.058 28.865
Taxes from net profit/loss for the period:

Calculated 18% taxof result before taxes -1.617 -3.081
Adjustments from previous years 0 0
Total -1.617 -3.081
Effective tax percent 18% 18%
Deferred income tax liabilities comprises:

Intangible assets 534 1.148
Tangible assets 38.890 38.634
Other non-current assets -220 50
Receivables -45 -63
Derrivatives -487 -62
Taxloss carried forward -8.614 -10.842
Total 30.058 28.865

There is no expiry date of tax loss carried forward
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Notes

Dewelopment

2013 expenditures Software Total
Acquisition value as of Jan 1st 4.585 17.196 21.781
Additions during the period 0 1.012 1.012
Disposal during the period 0 -80 -80
Acquisition value as of December 31st 4.585 18.128 22.713
Amortisations as of Jan 1st -1.421 -13.982 -15.402
Amortisations during the period -2.531 -1.895 -4.426
Amortisations of disposal 0 80 80
Amortisations as of December 31st -3.952 -15.797 -19.748
Book value as at December 31st 2013 633 2.332 2.965
Dewelopment
2012 expenditures Software Total
Acquisition value as of Jan 1st 2.108 15.440 17.548
Additions during the period 2.477 1.756 4.233
Disposal during the period - 0] 0
Acquisition value as of December 31st 4.585 17.196 21.781
Amortisations as of Jan 1st 0 -11.371 -11.371
Amortisations during the period -1.421 -2.611 -4.031
Amortisations of disposal 0 0] 0
Amortisations as of December 31st -1.421 -13.982 -15.402
Book value as at December 31st 2012 3.164 3.215 6.379
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Notes

Hangar,
Aircraft and Operating buildings
2013 maintenance  Spare parts Equipment and land Total
Acquisition value as of Jan 1st 483.499 37.711 23.493 47.411 592.115
Additions during the peric 30.245 0 2.271 0 32515
Disposal during the peri -79.904 -11.556 -1.618 0 -93.078
Acquisition value as of December 433.839 26.156 24.146 47.411 531.553
31st
Depreciations and impairments as of -180.080 -23.782 -13.521 -12.253 -229.636
Jan 1st
Depreciations during the period -46.712 -2.431 -2.641 -1.648 -53.432
Impariments during the period -4.784 0 0 0 -4.784
erreuauons and impairments of +1.996 10.259 1.339 0 83.504
disposal
Depreciations and impairments as of 150,581 -15.954 14.823 -13.901 1204.259
December 31¢
Book value as at December 31st 2013 274.259 10.201 9.322 33.510 327.294
Hangar,
Aircraft and Operating buildings
2012 maintenance  Spare parts Equipment and land Total
Acquisition value as of Jan 1 238.464 33.840 19.791 47.411 339.506
Additions during the peric 252.954 3.989 5.124 0 262.067
Disposal during the perit -7.919 -117 -1.422 0 -9.458
'g;g”'s't'on value as of December 483.499 37.712 23.493 47.411 592.115
Depreciations and impairments as of -139.128 -22.395 -12.501 -10.602 -184.626
Jan 1st
Deprecllatlons and impairments during 48.871 1425 2991 1651 54.169
the period
D_eprematlons and impairments of 2 919 38 1.201 0 9.159
disposal
Depreciations and impairments as of -180.080 -23.782 -13.521 -12.253 -229.637
December 31¢
Book value as at December 31st 2012 303.419 13.929 9.972 35.158 362.478
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Notes

14. Insurance value(DKK 1,000) Insurance value  Carrying amount
Aircraft and helicopters 950.578 284.460
Other equipment * 42.832
Total 327.293
*Replacement value
15. Investment in associate ®KK 1,000)

Investment in
2013 associates*
Acquisition value as of Jan 1st 570
Additions during the year 225
Disposal during the year 0
Acquisition value as of December 31st 795
Revaluations and share of result as of Jan 1st -91
Revaluations during the year 0
Share of result acc. to the latest financial stateém -109
Additions during the year 0
Disposal during the year 0
Revaluations as of December 31st -200
Book value as at December 31st 2013 595

Investment in
2012 associates*
Acquisition value as of Jan 1st 570
Additions during the year 0
Disposal during the year 0
Acquisition value as of December 31st 570
Revaluations and share of result as of Jan 1st -74
Revaluations during the year 0
Share of result acc. to the latest financial stateém -17
Additions during the year 0
Disposal during the year 0
Revaluations as of December 31st -91
Book value as at December 31st 2012 479
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Notes

Summary of aggregate financial information for investments in associates (DKK 1,000)

P/F Green Gate Incoming P/F Gjdargarour Total
Domicile: Térshavn Domicile: Gjégv

Share capital:500,000 DKK Share capital: 1.20000 DKK

Company's portion49% Company's portion31%

Assets 1558 Assets 10.080 11.638
Equity 217 Equity 976 1.193
Liablities 1.341 Liablities 9.104 10.445
Net profit -423 Net profit 364 -59
Company's portion Company's portion

Equity 106 Equity 264 370
Net profit -207 Net profit 98 -109

*According to the latest financial statements.

16. Other share S(DKK 1,000)

2013 Other shares
Acquisition value as of Jan 1st 1.138
Additions during the year 1.058
Disposal during the year -221
Acquisition value as of December 31st 1.975
Revaluations and share of result as of Jan 1st 0
Revaluations during the year 0
Impairment during the year -1.000
Share of result acc. to the latest financial statem 0
Additions during the year 0
Disposal during the year 0
Revaluations as of December 31st -1.000
Book value as at December 31st 2013 975

2012 Other shares
Acquisition value as of Jan 1st 1.138
Additions during the year 0
Disposal during the year 0
Acquisition value as of December 31st 1.138
Revaluations and share of result as of Jan 1st 0
Revaluations during the year 0
Share of result acc. to the latest financial statem 0
Additions during the year 0
Disposal during the year 0
Revaluations as of December 31st 0
Book value as at December 31st 2013 1.138
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Notes

17. Inventories (DKK 1,000) 2013 2012
Inventories 2.989 2.397
Inventories total 2.989 2.397
There was no reason for a write down of inventori2812: the same)
18. Trade receivable SDKK 1,000) 2013 2012
Trade receivables 18.122 25.063
Write-downs of trade receivables -250 -350
Trade receivables total 17.872 24.713
19. PrepaymentSDKK 1,000) 2013 2012
Prepaid rental expences 89 86
Other prepayments 4.744 2.227
Prepaymens total 4.833 2.313
20. Other receivable SDKK 1,000) 2013 2012
Deposit 8.642 1.620
Other receivables 1.155 270
Other receivables total 9.797 1.891
21. Other shares "available-for-salgDkk 1,000) 2013 2012
Value as of Jan 1st 862 707
Additions during the year 0 0
Disposal during the year 0 0
Net gains/losses transfer to year -281 155
Value as of December 31st 581 862
The category other shares "available-for-sale" atsep of listed shares in
Atlantic Petroleum. The share are denominated ilKDK
22. Derivative financial instrume nts (DKK) 2013 2013 2012 2012

Assets Liabilities Assets Liabilities
Forward foreign exchange contracts - 2.597
Fuel oil swap tranactions - 107 382
Derivatives total - 2.703 382 727
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Notes
23. Equity

Share capital
The share capital amounting to DKK 103.500.000v&ldd in 1.035.000 shares of DKK 100. The sharesat divided in
different categories.

Share premium reserve
Share premium comprises premium on issue of shares.

Hedging reserve
The hedging reserve comprises the cumulative nahgd in the fair value of hedging transactions tpaalify for
recognition as a cash flow hedge and where thedtktignsaction has not been realised.

Revaluation reserve shares
Unrealised gains and losses arising from changdbeirfair value of financial assets classified wailable-for-sale are
recognised in equity as revaluation reserve shares.

Retained earnings
Retained earnings from the year and previous years.

Proposed dividend

Proposed dividends for the year is disclosed @&parate item under equity named: Proposed divideraposed dividends
are recognised as a liability when the proposeitidids are adopted at the annual general meeting.

24. Own shares

Number Nominal value % of Share capital

31.12.2013 31.12.2012 31.12.2013 31.12.2012 31.12.2013 31.12.2012
1. Jan 13 11.111 11111 1.111.100 1.111.100 1% 1%
Addition 0 0 0 0 0% 0%
Disposal 0 0 0 0 0% 0%
31-des-13 11.111 11111 1.111.100 1.111.100 1% 1%
25. Revaluation reserve share@®KK 1,000) 2013 2012
Reserwve as of Jan 1st 389 234
Adjustment for the period -281 155
Revaluations 0 0
Reserve at the end of the period 108 389
26. Retained earninggDKK 1,000) 2013 2012
Retained earnings opening 116.187 106.077
+ Dividend own shares 43 75
+ Net profit 7.366 14.035
- proposed dividend 0 -4.000
Total 123.596 116.187
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Notes
27. Deferred income and accrual¢DKK 1,000) 2013 2012
Deferred income, tickets 28.275 24514
Holiday allowances 4.836 4.803
Deposit 0 3.113
Accruals 7.081 6.497
Total 40.193 38.926

28. Non-current and current liabilities (DKK 1,000)

Due for
Liab. Dec. 31st Shortterm liab. payment after LiabDec. 31st
2013 0-1 year 5 years 2012
Mortgage loans 127.073 15.563 68.000 154.051
Deffered income tax liabilities 30.058 0 0 28.865
Trade payables 35.365 35.365 0 30.271
Current income tax liabilities 0 0 0 0
Deferred income and accruals 40.193 40.193 0 38.926
Derivatives 2.703 2.703 0 727
Liabilities ass. with assets held for sale 0 0 0 0
Total non-current and current liab. 235.391 93.823 68.000 252.841
Specified as follows:
Current liabilities 93.823 88.307
Non-current liabilities 141.568 164.534

The company has not had any defaults of principtdrest or other breaches with respect to theinilities during the
period (2012: the same).

29. Mortgaging and contingent liabilities etc.

Aircraft with a book value as at 30 December 201BKK 274 million are mortgaged.
As alessee the Company has in place operatingdefas 2 aircraft at the end of December 2013.
leases are for two A319. At the end of DecembeB #0& leases are payable as follows for each year:

In the year 2014: DKK 22.4 million
In the year 2015: DKK 22.4 million

In the year 2016: DKK 15.5 million

Annual Report 2013 Page73



3 ATLANTIC AIRWAYS

Notes
30. Off-balance sheet items

Leases as lessee

As a lessee the company has in place two operis@asg agreements on two aircraft at the end of Mbee2013. Lease
payment for the financial year 2013 amounted to DKX8 million. The lease payment is included inftlghts expenses
in the income statement. At the end of DecembeB2bé leases are payable as follows:

Total aircraft (DKK 1,000) 2013 2012
No later than 1 year 22.409 11.539
1-5years 39.215 30.050
Later than 5 years 0 0
Total 61.624 41.589

Leases as lessor
At year-end 2013 the company has as a lessor asgdieout any aircraft. Lessee income for the Grsiyear 2013

amounted to DKK 4.1 million. The lease paymerihiduded in revenue in the income statement. Cotethlease at year
end were as follows:

Total aircraft (DKK) 2013 2012

No later than 1 year 0 1.451
1-5years 0 0
Later than 5years 0 0
Total 0 1.451

31. Directors and Management at year-end 2013 anbeir related parties holdings of shares i
P/F Atlantic Airways

Board of Directors Position Number of shares Relatedgrties nominal value
Niels Mortensen Chairman 0 0 0
KajJohannesen Vice Chairman 0 0 0
Tezz Tordsdotter Akerman Board member 0 0 0
Sgren Jespersen Board member 0 0 0
Ingi S. Joensen Board member 197 0 19.700
Olaf S. Poulsen Board member 383 0 38.300
Total 580 0 58.000
Management

Jargen Holme CEO 0 0 0
Marius Davidsen CFO 1.450 0 145.000
Joen Remmer COO 0 0 0
Total 1.450 0 145.000
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Notes

32. Remuneration of Board of Directors and Manage mernDKK 1,000)

Board of Directors 2013 2012
Niels Mortensen (Joined the Board 8 march 2013) ixedFsalary 211 -
Kaj Johannesen (Joined the Board 23 April 2009) ixedsalary 240 240
Tezz Tordsdotter Akerman (Joined the Board 25 M2a10) Fxed salary 140 140
Sgren Jespersen (Joined the Board 19 June 2013) ixed sBlary 82 -
Ingi S. Joensen (Joined the Board in 2006) ixedsalary 140 140
Olaf S. Poulsen (Joined the Board 29 October 2010) ixed Balary 140 140
Bjarni A. Bjarnason (Left the Board 8 March 2013) ixeld salary 26 260
Jens Wittrup Willumsen (Left the Board 14 May 2013) Fixed salary 83 140
Total 1.063 1.060
Management
Jargen Holme (From 16 November 2013) ixeff salary 262 -
Pensions 35 -
Bonus - -
Marius Davidsen Fixed salary 926 926
Pensions 109 109
Bonus 59 167
Joen Remmer Fixed salary 828 138
Pensions 122 20
Bonus - -
Magni Arge (Left the company 16 November 2013) ixesalary 1.061 1.157
Termination
benefits 2.709 0
Pensions 157 171
Bonus - 231
Total 6.269 2.920
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33. Management or board duties in other companies by Board of @ictors and Manage ment

Board of Directors

Position

Management or board duties

Niels Mortensen

Chairman

P/F Petur Larsen

Member of the board

Kaj Johannesen

Deputy Chairman

P/F Enniberg
P/F Farcod
The Faroese Tax Tribunal

Member of the board
Member of the board
Member of the board urdfirbay 2014

Tezz Tordsdotter Ohlsson Boardmember

Svenska Direktflyg AB CEO
Direktflyg NUF CEO
Direktflyg AS CEO

Flygtorget AB 2012

Member of the board

Sgren Jespersen Boardmember
Mols-linien CEO
Pro Design International Chairman
Cruise Copenhagen Network Chairman
Ingi S. Joensen Boardmember
Spf. Sam CEO
Spf. Plys CEO
Spf. 20.07.89 CEO
Olaf S. Poulsen Boardmember None
Executive Management
Jorgen Holme CEO None
Marius Davidsen CFO None
Joen Remmer COO None
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Notes
34. Related parties
Control: Basis of influence
Vinnumalaradid (Ministry of Industry), Tinganes 0ID6rshavn Majority shareholder

Significant influence:

The Company has in 2013 provided helicopter sesvioghe Faroese Ministry of
Industry amounted to DKK 10.1 million (2012: DKK.10million) and to the Faroese
Ministry of Fisheries amounted to DKK 26.8 millig2012: DKK 26.0 million). The
Company has not granted loans, provided secugitpurse guarantee or guarantee
obligations to the principal shareholder.

All transactions are priced on an arm's lengthdasi

The Company has not traded with, granted loansjigeal security, recourse guarantee
or guarantee obligations to the Board of Directthre,Board of Executives or to non-
group enterprises in which the parties concernednaerested.

Associated company's

P/F Green Gate Incoming (Note 15)
P/F Gjaargardur (Note 15)

The Company has not been involved in trade of padr importance with associated
companies. The Company has not granted loans,ged\decurity, recourse guarante
guarantee obligations to the associated companies

Transactions with associates are priced on an &mgh basis.

35. Cash and cash equivale nt®KK 1,000) 2013 2012
Cash and cash equivalents 115.980 97.104
Total 115.980 97.104
36. Additional cash flow information (DKK 1,000) 2013 2012
Interest paid -8.866 -8.619
Taxpaid 0 0
Interests received 1.004 895
Total -7.862 -7.725
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37. Financial risks and financial instruments

Due to its operation, investments and financing, tbmpany is exposed to a number of financial risiduding market
risks (currency, interest rate and price riskddrrisks and liquidity risks.

It is company policy not to speculate actively imahcial risks. The financial management of the pany is thus solely
aimed at managing and reducing the financial ribks$ are a direct result of the company’s operatigmvestments and
financing. The board of directors and managementirwagally monitors the financial risks and risk ragement.

Foreign exchange risks
The company is exposed to foreign exchange ratedufitions, especially changes between DKK and UGapital
expenditure on aircraft, fuel, aircraft and helimrgnsurance, and maintenance expenditure areyriaitUSD. Operating

revenue is mainly in DKK.
The company continually evaluates the exposuradhange rate fluctuations.

The company has at present several currency heigescompany continually monitors these hedgesogtithises them
relative to economic conditions.

Approximately 65% of the estimated payments in USR013 have been hedged, mainly to a fixed exohaatg. In 2012
were 64% of the payments in USD hedged using fiatek.

A hypothetical effect on profit/loss for the yeardaequity due to fairly probable exposure to exgfearates is illustrated
below.

(DKK 1,000) Nominal position Exposure
Cash and Financial Derivative Total Probable Effect on Effect on
cash liabilities financial change in  profit/loss equity
equivalents  (excl. instruments exchange after tax for
and derivative rate the year
receivables financial
2013
USD/DKK 35.050 6.713 -2.616 25.721 10% 2.109 2.109
EUR/DKK 3.097 4.887 0 -1.789 10% -147 -147
GBP/DKK 2.424 505 0 1.920 10% 157 157
NOK/DKK 2.940 1.311 0 1.629 10% 134 134
SEK/DKK 126 5 0 121 10% 10 10
ISK/DKK 0 181 0 -181 10% -15 -15
CHF/DKK 0 523 0 -523 10% -43 -43
43.637 14.125 -2.616 26.897
2012
USD/DKK 9.751 5.140 -334 4.277 10% 351 351
EUR/DKK 528 8.648 0 -8.120 10% -666 -666
GBP/DKK 1.014 2.637 0 -1.623 10% -133 -133
NOK/DKK 1.288 994 0 294 10% 24 24
SEK/DKK 150 2 0 148 10% 12 12
ISK/DKK 0 63 0 -63 10% -5 -5
CHF/DKK 0 56 0 -56 10% -5 -5
12.732 17.540 -334 -5.142

The figures only indicate the currency exposur¢hatbalance sheet date which is not considereaseptative for the
entire exposure due to seasonality.
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A negative change in exchange rates will have aesponding positive effect on profit/loss and egddr the year. A
significant assumption for the sensitivity analyisishat the indicated sensitivities are basedmarhanged sales levels, cost
structure, price levels and interest rate levels.

Fuel price risk

One of the company’s most significant operatingsds jet fuel. Historically, there have been siigaint changes in fuel
prices. Therefore, the company has a significaposure to fluctuations in the price of fudl. part of the fuel price
increases are being recouped by levying surchamggsassengers. The company has permission to hgdte 100% of
the yearly estimated fuel consumption up to 24 tmeriorward. Minimum 40% of the estimated fuel canption on
scheduled services for the next three months nausieblged, and minimum 30% of the next three torgirths estimated
fuel consumption on scheduled services. The comparst hedge minimum 65% of estimated yearly fuelsconption on
contracted charter flights. The objective of theknmanagement policy is to transfer the risk exposo the customer in
connection with major charter contracts. Use ofgiregl means that the fuel cost per period is ndbwsas the spot-based
price when prices decrease, however when spotgittzease the fuel cost also rises more slowle @bmpany has
hedged approximately 65% of estimated fuel consiomptn 2014 against price changes. At the end 01320
approximately 62% of the year’s total fuel consumpivas hedged.

Below, a hypothetical effect on profit/loss for thear due to fairly probable changes in fuel priseilustrated. Equity is
affected to the same extent as the effect on Hosf# for the year after tax. A negative changéual prices will have a
corresponding positive effect on profit/loss andiggfor the year. A significant assumption for thensitivity analysis is
that the indicated sensitivities are based on umgpc sales levels, cost structure and interesteagds.

Increase in fuel Effect on profit Effect on profit
prices before tax 2013 before tax2012
Million DKK
Fuel prices 10% -10,4 -9,9

Interest rate risk

The company is exposed to interest rate risks tirdnvestments and financing. The intension ofititerest rate risk
management is to limit the negative effects ofriderate fluctuation on the earnings and optirtliseratios between fixed
and floating interest rate and the duration ofredgébearing liabilities.

The breakdown of the company’s cash and equivakemdsinterest-bearing debt by floating interest mtd fixed interest
rate, respectively, is specified as follows.

2013 2012
(DKK 1.000) Floating interest rateleeOI Total Floating interest rateleed Total

Interest rate interest rate

Cash and cash equivalents 115.980 115.980 97.104 97.104
Loans 19.073 108.000 127.073 26.646 127.405 154.051

An increase in interest rate levels of 1% per ancompared with the actual interest rates of the yaauld other things
being equal have had a hypothetical negative effedhe profit/loss for the year after tax and ggat year-end of DKK
0.2 million compared to DKK 0.3 million the previeyear.

A significant assumption for the above sensitiatalysis is that the indicated sensitivities arseldaon unchanged sales
and cost structure, price levels and exchangdeagds.

Liquidity risks
The company aims to maintain sufficient reservesash and cash equivalents in order to meet itidiity requirements.

The company’s liquidity as at 31th December 2013 KK 116 million compared to DKK 97 million as &lth
December 2012.
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Cash and cash equivalents primarily comprise sieont- bank deposits. Bank deposits carry intere€t E-1.15% per
annum. The liquidity is affected be seasonal flatians.

The company’s equity is high in proportion to tosaisets. The equity ratio was 52% at year-end caadp® 49% the
previous year.

The contractual maturities of financial liabilitigacluding estimated interest payments and paysneioff-balance sheet
items are illustrated below.

2013
Carrying Contractual
(DKK 1.000) amount cash flows 0-1years 1-3 years 3-5 years >5years
Trade payables 35.365 35.365 35.365
Loans 127.073 168.235 21.769 36.980 24.961 84.524
Derivatives 2.703 2.703 2.703
Off balance sheet liahilities
Operating lease payments 0] 37.596 13.671 23.925 0 0
Total 165.141 243.899 73.509 60.905 24.961 84.524
2012
Carrying Contractual
(DKK 1.000) amount cash flows 0-1years 1-3 years 3-5 years >5years
Trade payables 30.271 30.271 30.271
Loans 154.051 196.773 26.329 47.145 31.423 91.876
Derivatives 727 727 727
Off balance sheet liahilities
Operating lease payments 0] 41.589 11.539 22.538 7.513 0
Total 185.049 269.360 68.866 69.683 38.935 91.876

The analysis is based on all undiscounted cashsflaacluding estimated interest payments. Intepgstments are
estimated based on current market conditions.
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Credit risks

The company is exposed to credit risks througlogisrations, primarily attributable to trade recéles. The company
monitors on an on-going basis the credit risks syp® from all large customers. Credit risks managenis based on
internal credit limits. A considerable part of tbempany’s current receivables are distributed onyramall customers.
Historically the company has had relatively smafises due to customers’ non-payment. The compamgiémum credit
risks are reflected in the carrying amounts ofitltevidual assets included in the balance sheethstow:

2013 2012
Trade receivable 17.872 24,713
Other shares "available-for-sa 581 862
Cash and cash equivalents 115.980 97.104
Total 134.432 122.678
The aging of trade receivables at 31th Decemberasdsllows:
Impairment losses (DKK 1,000) Gross  Impairment Gross I mpairment
2013 2013 2012 2012
Not past due 13.926 0 15.429
Past due 0-30 dayS 3.082 0 6.109
Past due 31-120 days 502 0 1.240
Past due 121-365 days 340 0 1.438
More than one year 689 250 846 350
Imperial losses total 18.540 250 25.063 350

The movement in the allowance for impairment irpees of trade receivables during the year was lésafs:

2013 2012
Impairment 1 January 350 350
Impairment loss recognised in the period -100 0
Impairment 31th December 250 350

Based on historical default rates, the Companyebet that no impairment allowance is necessarespeact of trade
receivables not past due or past due by 30 days.

The allowance account in respect of trade recedsalsl used to record impairment losses unless timep@ny is satisfied
that no recovery of the amount owing is possibtethat point the amount is considered irrecoveralnld is written off
against the financial asset directly.

The impairment loss of receivable is included ight expenses in the income statement.

Hedge accounting
The company applies a number of derivative findnicistruments for hedging of financial risks. Thengany applies
financial instruments for hedging of future cashwié in connection with purchases in foreign curiesand jet fuel.

Capital management
The Board’s policy is to maintain a strong caplitate so as to sustain future development of thedsss

The Board seeks to maintain a balance betweenigherreturns that might be possible with higheels of borrowings
and the advantages and security afforded by a scayithl position.

The company monitors capital on the basis of treigg ratio. This ratio is calculated as net dabideéd by total capital.
Net debt is calculated as total mortgage loandiasis in the balance sheet less cash and cash &pisaTotal capital is
calculated as “equity” as shown in the balance tsbles net debt.
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The gearing ratios at 31 December 2013 and 2012 agfollows:

(DKK 1,000) 2013 2012
Mortgage loans 127.073 154.051

- Cash and cash equivalents -115.980 -97.104
Net debt 11.093 56.948
Total equity 248.487 247.293
Total capital 259.580 304.240
Gearing ratio 4% 19%

38. Financial instruments and fair values

The fair values of financial assets and liabilitiegyether with carrying amounts shown in the badasheet, are as follows:

2013 2013 2012 2012
000 Carrying Fair value Carrying Fair value
(DKK1, ) amount amount
Trade receivables 17.872 17.872 24.713 24,713
Other shares "available-for-sale" 581 581 862 862
Derivatives 0 0 382 382
Cash and cash equivalents 115.980 115.980 97.104 97.104
Total Assets 134.432 134.432 123.059 123.059
Mortgage loans 127.073 127.073 154.051 154.051
Trade payables 35.365 35.365 30.271 30.271
Derivatives 2.703 2.703 727 727
Total Liahilities 165.141 165.141 185.049 185.049

All fair value of financial assets and liabilitiase measures at level 1.

39. Eamings per shargDKK 1,000) 2013 2012
Net Profit/Loss for the year 7.366 14.035
Number of shares 1.035.000 1.035.000
Number of own shares 11.111 11.111
Total (Excluding own shares) 1.023.889 1.023.889
Earnings per share (DKK) (EPS) 7,19 13,71
Diluted earnings per share (DKK) (EPS-D) 7,19 13,71

The calculation of earnings per share is basedhemprofit after tax and on the weighted averagebemof shares in issue
during the period.
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40. Dividend

The board of directors propose that no dividend bel distributed to the shareholders at the An@mheral Meeting in
April 2014 in connection with the fact that the Bdaf directors wants to buy the remaining thirctled shares, which is
privately held, back from the shareholders. The ysirGeneral Meeting on 8 March 2013 agreed on thpgsal of the
Board of Directors to pay the company’s sharehalderdividend of DKK 4.0 million (3,86473 DKK per afe). The

dividend was paid on 20 March 2013.

The company has not received divident from assediabmpanies and other shares in 2013 (2012: the)sa

41. Seasonality

The airline industry is highly seasonal. Revenaenfischeduled services are normally higher in tird duarter and lower
in first and fourth quarter due to significantlygher demand during the summer. A breakdown of tmepany’s income

statement during five quarters is specified below.

Q4 2013 Q32013 Q22013 Q12013 Q42012

INCOME STATEMENT (DKK 1,000)

Total Revenue 119.281 189.241 129.549 104.124 115.825
Flight expenses -85.144 -122.625 -79.289 -66.241 -75.932
Employee expenditures -27.750 -29.206 -25.950 -24.458 -24.944

Result before depr., amort. and impairm. (EBITDA) 6388 37.410 24.310 13.424 14.949
Depreciations, amortisations and imp airment -12.179  21.837 -14.360 -14.267 -15.766

Result before financial items (EBIT) -5.791 15.573 950 -842 -817
Net financial items -2.818 -2.281 -2.272 -2.427 -1.851
Share of p/l of ass. companies 0 0 -109 0 0
Result before tax (EBT) -8.609 13.292 7.569 -3.269 -2.668
Tax 1.550 -2.392 -1.362 588 480
Profit -7.059 10.899 6.207 -2.681 -2.188

42. Events after the End of the Financial Year

There have been no events from the balance sheeudtl today that might affect the true and fagw of the annual
report.

Annual Report 2013 Page83



3 ATLANTIC AIRWAYS

Stock Exchange Announcement

The company has sent the following announcementietdStock Exchange in the financial year 2013aig March
2014. The announcements can be read in full owéisitewww.atlantic.founder Investor Relations.

2013
Date Headline
12-02-2013 Annual Report 2012
13-02-2013 Annual General Meeting
14-02-2013 Correction: Annual Report 2012
27-02-2013 Correction: Annual General Meeting
03-03-2013 Atlantic Airways signs second contract with AtlanRejser
08-03-2013 Result of Annual General Meeting on 8 March 2013
08-03-2013 Constitution of the Board of Directors
14-05-2013 Q1 Report 2013
14-05-2013 Jens Wittrup Willumsen resigns from his positiorBasrd member
22-05-2013 Extraordinary General Meeting
19-06-2013 Result of Extraordinary General Meeting on 19 J20&3
09-08-2013 Adverse weather caused delays and exsta
21-08-2013 Half-Year Report 2013
31-10-2013 Q1-Q3 Report 2013
16-11-2013 Atlantic Airways appoints new CEO
10-12-2013 Atlantic Airways sells one RJ-85 aircraft
18-12-2013 Financial Calendar 2014
20-12-2013 Atlantic Airways have to stop operating duty-fredes at Vagar Airport from May
2014
2014
Date Headline
09-01-2014 Atlantic Airways wins tender to provide Statoil lvelpter service
10-02-2014 Atlantic Airways wants to buy the privately owndthses in the company
11-02-2014 Atlantic Airways leases out one RJ-100 aircrafviaimg Aviation
13-02-2014 The Faroese Parliament has deleted the statutowyspn that Atlantic Airways shall
be listed
20-02-2014 Vagar Airport chooses to form a new company togetlith Atlantic Airways P/F to

operate the duty-free store at Vagar Airport
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Definitions

ACMI
Leasing ofAircraft, Crew, Maintenance antihsurance. The lessee has to bear a significanbpasf direct costs
related to the charter — hereunder fuel cost anpbaifees.

Airborne hours
Number of flown hours.

ASK: Available seat kilometres
The total number of seats available for passengetsplied by the number of kilometers which theg 8own.

Block hours
Refers to the time the aircraft leaves the depawgate until it arrives at the destination gate.

C-checks
Heavier maintenance checks.

Current ratio (%)
Total current assets, end of period divided byl tutarent liabilities.

EBT
Earnings before tax.

EBIT
Earnings before interest and tax.

EBITDAR
Operating income before interest, tax, depreciatiamortizations and leasing cost.

EBITDAR margin
Earnings before interest, tax, depreciations, draiivns and leasing cost as a percentage of revenu

EBITDA
Operating income before interest, tax, depreciatamd amortizations.

ETS
EU Emissions Trading Scheme

Great Circle Distance
The shortest distance between any two points osulface of the Earth in kilometer

Load factor

RPK divided by ASK. Describes the utilisation o thvailable seats.
Minima

Aerodrome operating minima

Return on equity (%)
Profit/loss after tax, end of period divided by mage equity.

Return on investment (%)
Profit/loss before financial items divided by tossisets.

RPK: Revenue Passenger Kilometres
Number of paying passengers multiplied by the distathey are flown in kilometers.

Sale of Block hours
ACMI/Charter hours (non-scheduled flights)

Solvency ratio (%)
Equity, end of period divided by total assets.

The ratios have been computed in accordance witomeendations from the Danish Society of Investment
Professionals (Den Danske Finansanalytikerforening)
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