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Atlantic Airways in Brief

Our origin, mission, vision, business and strategy

Atlantic Airways was established to develop thedeae airline industry and airline services, andugh this
establish a competent aviation environment in #®é& Islands.

Since the company’s establishment it has grown faosmall company with one aircraft and limited dzfitées
to a company which operates several aircraft ariddmers. Atlantic Airways had 166 full-time eqaient
employees, and operated 4 aircraft and 2 helicsptiethe end of 2011.

Our mission is to transport people and cargo byndtin the Faroe Islands as our cornerstone. Ouowis to
enable the Faroese people to travel the world amednhain the preferred airline carrier in the Fasbends.

The company strives to provide the Faroe Islandb safe, commercially viable, diverse, and competiir
travel to the rest of the world. Internationalliyjs our strategy to be competitive in niche maskeatside the
Faroe Islands, while as a company to remain flexdrid responsive to changes and opportunitie$ tanak.

In line with this, Atlantic Airways also prioritizeto be a valued and respected member of our kusaéty
creating value, competence and jobs to the Fam@senunity.

Our corporate culture places emphasis on safetygaatity, punctuality, customers, profitability andalified
employees.

The history of Atlantic Airways in brief

Atlantic Airways was formed in 1987 shortly aftdret Faroese government finalised negotiations whith t
Danish government to allow a Faroese operatordwige air services in competition with Danish opersawho
previously had monopoly on this service.

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

28 March 1988. The number of departures to Copesth&gs increased to four a day during high seasunh,
the company offers connections both morning andhiege Since 1995 the company has created air timkke
neighboring countries Iceland, Norway and UK. Tédsmtinued development has increased passenger mimbe
at the Vagar Airport from around 90,000 to morentB@0,000 a year. Additionally, the company haskaehe
forefront in promoting the Faroe Islands abroad &surism destination, as well as in developinglagurism.

Since 1995, the company has developed helicopteices in the Faroe Islands from VFR (Visual Flighile)
operations to be able to perform demanding SeardiR&scue operations as well as off-shore opegation

Atlantic Airways has from day one focused on quyatil the work force in the Faroe Islands to conducange
of jobs in aviation. Atlantic Airways has trainedridreds of people as engineers, pilots, stewardesseell as
other jobs within the field of aviation.

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 performed well in open etacbmpetition and has been involved in air logisti
projects in various European countries, servicengpwned companies such as Bristow Helicopters,S, Bue

1, Air Greenland, British Airways and Aker Stord.

.
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Letter from the Chairman and the CEO

We are proud to present a solid financial resul2féil1 — close to the best in the company’s histbhe progress in
comparison with last year is based on higher atilim, lower unit costs, improved revenue managéraed a
company-wide spirit to create a more cost-effictasmis for our airline.

The company has reaped significant benefit fronmttine-round initiative launched in the wake of tifficult year
of 2009. But we were also able to grow our busirmssatilising spare capacity outside the Faroenid$ain charter
and ACMI (aircraft, crew, maintenance and insurammeceéwet lease” operations.

This profitable development has been essentia¢tare a solid base for the new and unprecedentdiebes of
2012, in particular to take delivery of a brand n&wbus A319 and successfully introduce this aiftctgpe into our
operation.

The new aircraft provides us with new opportunitieslevelop our range of services and productsumvarious

markets. For our main market — scheduled services &nd to the Faroe Islands — we are able to tifeer costs
and a wider range of prices, as the A319 providesvith a lower unit or seat cost. But it also gives the

opportunity to offer direct flights to new destiitatts, such as Barcelona, which will take off ind@912. The new
initiatives have been very well received in the ke&r We are also receiving considerable intereghén Airbus

A319 product in the charter market.

Our challenges and opportunities relate not onlguofixed-wing operations, but also to our heli@fleet. From
the beginning of the year and for the next fourgeae will provide the Faroese Government withhtegarch-and-
rescue (SAR) and domestic transport services basedr existing Bell 412 helicopters. This senigénportant to
the Faroe Islands and also provides a platform fndrith to develop further job opportunities for pobased in
the Faroe Islands. One of the spin-off effecttigsprovision of offshore helicopter services, whidlantic Airways

has been involved in over the last decade. In 204 2vill provide Statoil with helicopter and fixedivg support
and we are watching with interest the expansioailcdctivity in sectors close to the Faroe Islandbkere we could
provide efficient logistical support.

We believe that Atlantic Airways is in a good pasitto expand its business, but we will always o the
lifeline service to the Faroe Islands as our pringoal. We know that the Faroe Islands need ahbleligear-round
service and we know that both business and leisaxellers want to choose between a range of frecjge and
destinations at fair prices. But above all Fardanids needs a safe and dependable service witghaldwel of
reliability. That is why we have invested in aiffty&quipment, modifications and procedures thattailor-made to
optimise the service to the Faroe Islands. The R&IP AR 0.1 navigational support system is an exarpl will

to take the lead in Europe to provide the very bmstdation for improved access to the Faroe Isand

Based in Faroe Islands we have invested heavilgduncating and training staff since the very birfhAtlantic
Airways. This has not only provided the Faroe ldmwith many interesting career opportunities andew
industry, but it has also provided Atlantic Airwaygh a dedicated workforce who not only sell th&orking hours
to a company but also serve the mission to maessible for the people of the Faroe Islands teetrthe world.

Bjarni A. Bjarnason Magni Arge
Chairman of the Board CEO

Annual Report 2011 Page5



Fourth quarter of 2011 in brief

Financial highlights

Revenue in the fourth quarter of 2011 was DKK 98
million compared to DKK 97.5 million in the fourth
quarter of 2010

Earnings before depreciation (EBITDA) in the fourt
quarter of 2011 were DKK 12.4 million compared t
DKK 18.0 million in the fourth quarter of 2010

Net financial items were DKK -0.3 million in the
fourth quarter of 2011 compared with net financi
items of DKK -1.3 million in the fourth quarter of
2010

Total depreciation and impairment in the fourt
quarter of 2011 was DKK 12.0 million compared t
DKK 11.5 million in the fourth quarter of 2010

The result before tax in the fourth quarter of 20:
was DKK -0,1 million compared to DKK 4.8 million
in the fourth quarter of 2010

Net result after tax in the fourth quarter of 2044ds
DKK -0.1 million compared to DKK 3.9 million in
the same period the previous year

Traffic development
QO The number of passengers carried on schedu
services in Q4 11 was 39,406 compared to 38,73:
Q4 10

The load factor on scheduled services in Q4 11 v
77% compared to 74% in Q4 10

Number of aircraft block hours were 1,774 in the Q
11 compared to 1,736 in Q4 10

Block hours on ACMIl/charter Q4 11 were 49
compared to 447 in Q4 10

Block hours on helicopters were 163 in Q4 1
compared to 242 in Q4 10
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The year 2011 in brief

Financial highlights

a

a

Total revenue for the year 2011 was DKK 435.6 willi
compared to DKK 402.7 million in 2010

Earnings before depreciation (EBITDA) were DKK
74.4 million in 2011 compared to DKK 69.0 million i
2010. An increase of 8%

Net financial items were DKK -4.1 million in 2011
compared with net financial items of DKK -3.9 nulfi
in 2010

Total depreciation and impairment for 2011 was DKK
43.1 million compared to DKK 49.5 million in 2018,
decrease of 13%

The result before tax was DKK 27.5 million compared
to DKK 15.1 million in 2010, which is an improvemnten
of DKK 12.0 million

Net result after tax was DKK 22.5 million compared
DKK 12.3 million in 2010 which is an improvement of
DKK 10.2 million

O The cash position at year-end was DKK 98.6 million

compared with DKK 81.1 million the previous year

The export value was 40% of turnover, corresponding
to DKK 172 million

As of 31 December 2011, equity was DKK 250 million,
resulting in an equity ratio of 65%

The number of full-time equivalent employees in 201
was 166 compared to 167 in 2010

Traffic development

a

a

The number of passengers carried on scheduled
services in 2011 was 193,450 compared to 186,624 in
2010

The load factor on scheduled services in 2011 886 7
compared to 75% in 2010

Number of aircraft block hours in 2011 was 8,189
compared with 7,221 bock hours in 2010

Block hours on ACMIl/charter in 2011 was 2,075
compared to 1,173 in 2010

Block hours on helicopters were 624 in 2011 congbare
to 923 in 2010
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Financial highlights and key ratios

2011 201C 200¢ 200¢ 2007*

INCOME STATEMENT (DKK 1,000)
Net sales 435.523 401.790 402.137 541.548 538.797
Other incom 11F 88C 0 5.28¢ 0
Result before depr., amort. and impairm. (EBITDA) 74.359 69.049 43.633 86.970 65.077
Depreciations, amortisations and impairn -43.07: -49.54¢ -63.00: -60.51 -45.24¢
Result before financial items (EBIT) 31.288 19.503 -19.368 26.457 19.829
Net financial items -4.103 -3.933 11.745 1.437 9.186
Share of profit/loss of associa 31C -48¢ -441 -75 0
Result before tax (EBT) 27.495 15.082 -8.064 27.818 29.016
Tax -4.94¢ -2.73¢ 1.45¢ -4.971 -5.23¢
Profit 22.54¢ 12.34¢ -6.60¢ 22.84% 23.78(
BALANCE SHEET (DKK 1,000)
Assets
Total non-current assets 241.095 221.100 303.389 301.235 304.545
Total current asse 141.08t 189.61¢ 96.46° 136.92¢ 84.94¢
Total asset: 382.18: 410.71¢ 399.85¢ 438.16: 389.48¢
Equity and liahilities
Total equity 249.626 227.487 214.377 226.324 213.677
Total non-current liabilities 64.393 67.452 127.797 146.027 116.640
Total current liabilitie 68.16: 115.77¢ 57.68: 65.81: 59.17:
Total equity and liabilities 382.18: 410.71¢ 399.85t¢ 438.16¢ 389.48¢
Cash flows (DKK 1,000)
Net cash flow from operating activities 83.065 62.077 70.310 75.253 98.234
Net cash flow used in investing activities** 575 3498 -65.384 -69.192 -98.352
Net cash flow from financing activiti -66.21: -15.35!¢ -21.76¢ 38.33¢ 17.41¢
Cash flows for the perioc 17.42¢ 15.62¢ -16.84: 44.39¢ 17.29¢
**Of this purchase of property, plant and equipment 1.051 -29.916 -61.360 -64.550 -97.012
Financial ratios
EBITDAR (DKK 1,000) 81.709 74.679 54.805 96.813 73.131
EBITDAR margin (%) 19% 19% 14% 19% 14%
Return on investment (%) 8% 5% -5% 6% 5%
Current ratio (%) 207% 164% 167% 208% 144%
Solvency ratio (%) 65% 55% 54% 52% 55%
Return on equity before tax (%) 12% 7% -4% 13% 14%
Return on equity after tax (%) 9% 6% -3% 10% 12%
Income/cost ratio (%) 1,07 1,04 0,98 1,05 1,06
Shares
Number of shares (1,000) 1035 1035 1035 1035 1035
Earnings after tax per share (DKK) 21,78 11,93 -6,39 ,022 22,98
Dividend per share (DKK) 7 7 0 5 6
Share price end of period (DKK) 100 116 142 168 235
Share price end of period/Earnings after tax parestP/E) 4,59 9,73 -22,24 7,61 10,23
Traffic statistics
Capacity - scheduled flight (ASK) (1,000) 336.806 ety 346.896 375.552 360.536
Traffic - scheduled flight (RPK) (1,000) 260.969 2590 265.050 287.997 283.721
Load factor (%) 7% 75% 76% T71% 79%
Passengers carried on scheduled flight 193.450 186.70196.238 214.835 212.071
Total number of passengers 260.457 219.737 316.860 1B33. 359.462
Airborne hours 7.976 7.420 9.259 15.000 11.390
Other
Number of full-time employees 166 167 205 277 192
Aircraft operated as at 31 December*** 4 3 5 7 7
Helicopters operated as at 31 December*** 2 3 3 3
*The financial highlights and key ratios for thedincial year 2007 has not been adjusted to IFRS
***Fleet in service, excluding aircraft leased ¢
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Management’'s Review

Atlantic Airways posted a full year net profit {8011 of DKK 22.5 million after tax compared to DKIR.3 million
in 2010, an improvement of DKK 10.2 million or 81%he result before tax was DKK 27.5 million comphie
DKK 15.1 million in 2010, an improvement of DKK X2million, or 79%. Earnings before depreciation (EBA)
were DKK 74.4 million in 2011 compared to DKK 6lllion in 2010, up 7%. Total revenue for the y@xl1l
was DKK 435.6 million compared to DKK 402.7 milliam 2010, corresponding to an increase of 8%.

The result before tax in the fourth quarter of 2@hiounted to a loss of DKK 0.1 million comparedatprofit of
DKK 4.8 million the previous year. EBITDA fell fro KK 18.0 million to DKK 12.4 million in 2011. ADKK
98.4 million, revenue was slightly higher in theufth quarter of 2011 than the year before. A shecpease in fuel
cost was one major factor causing the weakeningtresthe fourth quarter as the average fuel pficehe quarter
increased by 32% compared to the fourth quart®04f, and the relative offset from previous heddaded out.
In addition, helicopter activity and income fromacter were comparatively lower as there was nahofts activity.
Finally, the negative impact from adverse weathas higher than normally.

The improved result in 2011 exceeded our origingleetations, cf. our original financial guidance &911. The
main drivers were higher utilization and lower unitst as well as higher revenue per flight. Thraughhe year,
we saw a continued stable development with imprauédization based mainly on improved sales of klbours in
the ACMI and charter segment, but also due to migges factors and passenger numbers on schedeeides and
a stabilized helicopter segment.

In general, the fixed wing activity increased in120while helicopter operations decreased comparetie year

before. Productivity increased in the ACMI/chamearket. However, the contribution per block houswawver due

to market conditions. For the scheduled servicegnsat passenger numbers increased by 4% and lotatSfa
increased 3% due to more efficient scheduling. &erage fuel price increased by 40% in 2011 conapr€010,

which had a significant negative impact on the ltesspecially in the fourth quarter of 2011. Theelf price

increased quarter by quarter during 2011, and aséneficial offset effect of the company’s hedgpugitions

decreased during the year this resulted in an &song negative financial impact for Atlantic Airneaguring the

quarters of 2011. The company has also spent lash and internal resources on preparing the Emisgiading

Scheme (ETS) imposed by the European Union whiofedato force 1 January 2012.

During 2011, considerable resources have also sgemt on following up on the forthcoming deliverfytioe new
Airbus A319 expected to take place on March 22 elfag preparing the entry into service a few dajes.

Development in scheduled services has not beeneddk any dramatic changes but the trend durindattefew
months are indicating that the decline experierth@ihg the last years has now been broken and H isiti@zase in
passengers is showing. The growth in foreign markeems to be slightly bigger than in traffic araging from
Faroe Islands.

This correlates with the company’s initiatives toprove distribution channels and market the Fastentls as a
tourist destination, while traffic originating frothe Faroes still seems to be affected by the teiceeconomic

environment that prevails as well as high increasesrport taxes and charges. On a year-to-dadés tihe growth

in passenger numbers is 4%, but some of this iseresarooted in the 2010 activity decline causedhieylcelandic

volcanic activity. Together with advertising agendymwelt, Atlantic Airways won the recognized Ddnis
marketing award, Advertising Efficiency Award, fits “Together” campaign which displayed in the Bdmimarket

during the spring of 2011.

The growth in sale of block hours continued in fbarth quarter of 2011, with a year-to-date growth77%
compared to 2010. ACMI and charter production nawgoants for more than 25% of the total fixed-wing
production compared to 16% in 2010. However, adgrgrt of this activity is based on short-term ACédhtracts,
which have a lower effect on turnover compareddioeduled services and charter, as ACMI customeverca
large share of the operating cost directly. Atlaitirways operated four aircrafts as of the en@@f1. The fourth
aircraft is currently on a ‘power-by-the-hour’ leasand can be returned by Atlantic Airways at shutice.
However, the aircraft is likely to remain with Atitic Airways for most of the first quarter in 2012.
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Helicopter activity was significantly lower duririge third and fourth quarters of 2011 comparedhé&same period
in 2010. The main reason for this is that the dtaloil company, ENI, drilled an off-shore well imetFaroese waters
from June to November in 2010, which affected logter operations positively, while there has beensuch
activity in 2011. The helicopter operations in 20tdre based on two helicopters compared to thréeopéers the
year before. In January 2012, Atlantic Airways sidgra new four year contract with the Faroese aitig®rto
provide Search-and-Rescue (SAR) and domestic &stvithis is an important step towards building finere
helicopter activity which includes an upgrade & telicopters to improve the ability to serve SARies.

The number of staff employed has remained at arthmdame level as in 2010, and the growth in prtty has
thus lead to a higher utilization of resources a#l &s lower unit costs. Other important steps ralse been taken,
including optimization of service contracts, spg@art inventory, the introduction of Amadeus-baséeok-in
facilities and the selling of technical serviceshivi our field of special competencies.

The company has devoted a large part of its foou®0il1 towards the delivery of the new Airbus A3 its

expected entry into service in March 2012. Alsotivities during the last quarter of 2011 includedttifier

preparation for the Airbus introduction, upgradeselicopter services and fulfilling ACMI and charcontracts. It
is a significant task for a relatively small aiditike Atlantic Airways to define and take delivesfa brand new
aircraft and prepare for the entry into servicaafew aircraft type. Resources have been allodatigdto prepare
for the new aircraft type and the delivery while timajority of the management team has been invatvédth the
continued business as well as preparing for thbusioperation.

Atlantic Airways will also pursue an aggressiveelito increase and attract tourism in the future, isnready to
commit to a common national strategy if the govegntrdecides to support such an initiative.
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Operational Review

Traffic summary

Total fleet production (number of block hours italp increased by 8% in 2011 compared to 2010.rAftcand
helicopters were airborne for a total of 8,813 klbours compared to 8,244 hours the previous year.

Scheduled services accounted for 69% of fleet prsoluin 2011, ACMI/Charter operations for 24% dradicopter

accounted for 11% of fleet production.

Traffic information

Q42011 Q42010 Change Change YTD2011YTD 2010 Change @ba

Passengers pass pass pass % pass pass pass %
Scheduled services 39.406 38.732 674 2% 193450 186.624 826 6. 4%
ACMI/Charter operations 15.423 9.015 6.408 71% 61.664 7128. 37.954 160%
Aircraft in total 54.829 47.747 7.082 15% 255.114 210.334 44780 21%
Helicopter 1.114 1.994 -880  -44% 5.343 9.323 -3.980 -43%

55.943 49.741 6.202 12%  260.457 219.657 40.800 19%

Block hours hours hours hours % hours hours hours %
Scheduled services 1.280 1.289 -9 -1% 6.115 6.048 67 1%
ACMI/Charter operations 494 447 47 10% 2.075 1.173 902 7%
Aircratft in total 1.774 1.736 38 2% 8.189 7.221 968 13%
Helicopter 163 242 -79  -33% 624 923 -299  -32%
1.936 1.978 42 2% 8.813 8.144 669 8%

The fixed wing fleet was airborne for 8,189 bloakurs compared to 7,221 block hours in 2010. Thevtjran
capacity comes mainly from increasing ACMI/chagetivity, which increased by 77% in 2011 compare@@10.
ACMl/charter operations increased from 1,173 blbokirs to 2,075 hours and scheduled services iredeag 1%
from 6,048 to 6,115 block hours.

The helicopters were airborne for 624 hours in 20idHich is a decrease of 299 hours compared to.ZM® main
reason for this is that there was no off-shorevigtin 2011 in comparison to 2010 when there wagla@ation

activity in Faroese waters from June to Novembet120n 2011, helicopter operations were based om tw
helicopters in comparison with three helicopteesghevious year.

Total Airborne hours

16.000

14.000

12.000

10.000
Helicopter
8.000 —
. - ® Charter/ACMI
6.000 " mScheduled

4.000 —

2.000 —

2007 2008 2009 2010 2011

In the fourth quarter of 2011, aircraft and helimyp were airborne for 1,936 block hours compaoet, 878 block
hours in the fourth quarter of 2010, correspondimg decrease of 2%. Helicopter activity has besvet in the
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fourth quarter of 2011 compared to the previous,yehile ACMI/Charter operations have been higher.

Total number of passengers on aircraft and helespivere 260,000 in 2011 compared to 220,000 i) 2The
growth comes from increase in passenger numbefgGdnl/Charter flights as well as scheduled flights.

Disruptions and irregularity affected the operadida a higher degree than normally in the fourtartgr of 2011.
During the three months, 30 flights where eithemcedled or diverted due to weather or other linotas. It is

evident that weather has impacted flight operatiartbe North Atlantic area during this periodidt however, also
detrimental to regularity at Vagar Airport in theadfoe Islands that Danish authorities without angper

consultation have implemented fierce regulationglosure of Vagar airport. Technical dispatch ragty on the

BAE fleet has been above fleet average.

Scheduled services

Scheduled passenger traffic, measured in revernssepger kilometres (RPK), increased by 4% in 2@thpared
with the previous year, while traffic capacity, maeed in available seat kilometres (ASK), remainadhanged.
The load factor increased from 75% to 78%.

Faroe Islands

Atlantic Airways
Network

Total number of passengers carried on scheduledcssrin 2011 increased from 187,000 in 2010 to,a®3 or
4%. A significant part of the increase was dueh® iimpact from the closure of European airspaceebylatory
authorities in April and May 2010, hence creatirigwer base of comparison.

There was a tendency towards an increase in satkgalssenger traffic to and from the Faroe Islahotigg the
second half of 2011, and this has broken the deglirend otherwise shown in the period from Novemb008.
Passenger numbers fell in October 2011, but ineckbyg 3% in November and by 8% in December comptar¢ae
same months the year before, which may indicatangmoved market situation despite higher taxesygde and
fuel costs.

The seasonal fluctuation in scheduled traffic revmdiigh. Frequencies to Danish airports vary frddnalweek
during the traditionally low winter season to 4@&veek during high season. Atlantic Airways normallydertakes
C-checks during low season and has succeedederingffcapacity in the ACMl/charter business dutting winter.
Atlantic Airways dryleased an aircraft to suppdre toperations for the summer season 2011, anddmstlon a
“power-by-the-hour” agreement during the winter 2aP. The company has not identified need for heasn

capacity during the summer season 2012 as the eorspaew Airbus will provide extra capacity.
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Denmark

Passenger numbers on the Danish routes, whichd@dopenhagen, Billund and Aalborg, increased ft68,000
to 174,000, equal to 3%. Available capacity (ASKaswapproximately 1% lower than the previous yednew
passenger traffic (RPK) increased 3%. Thus, the faetor was increased by 3 percentage points #6% to 79%.

Scheduled services - Denmark
Number of passengers
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Atlantic Airways launched a price winning campaigriebruary 2011 to increase awareness in Dennmoutdahe
Faroe Islands as a tourist destination with supfrorh Visit Faroe Islands, the Faroe Islands tdwiganization.
Denmark is the most important tourism market f& Haroe Islands, but competition in this markéhéseasing as
options for alternative destinations is continugugiowing. The Faroese authorities closed downtdheist board
representation in Denmark in 2010 and this incredbke pressure on Atlantic Airways to keep focud am

marketing campaigns advertising the Faroe Islasds@estination.

Competition from ship operator Smyril Line on tiheaite remains on the same level with two weeklygdiencies
to/from Hirtshals, Denmark. Still competition fra8myril Line is expected to be noticeable for 208§ZSanyril Line
lowered their overall prices for campaign purpdsesarly 2012.

Iceland

Atlantic Airways has three scheduled flights a weleking the high season (summer months) betweeRdhee
Islands and Reykjavik and two flights a week in line season. The third frequency during summer aghted in
2010, but did not generate a growth in traffic apéd for.

Atlantic Airways flies to Reykjavik City Airport ahprovides the only connection to Iceland by jetngl landing
in the city centre. It is an advantage for poinptint traffic as customers within a few minutesnfrlanding can
participate in events in Reykjavik City. Howevérete is a growing potential in connecting to thewgng hub in
Keflavik, Iceland, where Icelandair provides a wiskdection of connections to the American continefihe
schedule for 2012 is organized so that passengerdransfer to/from Reykjavik to Keflavik and coonwith

flights to North America without staying overnight.

Seasonal routes

The services to our neighboring countries are itgmbrfor Faroe Islands in order to develop busimegkleisure
travel originating from the Faroe Islands as walltlle incoming tourist segment. The neighboringntrees of
United Kingdom and Norway are serviced on a seddmsas for the time being. There are also numeobaster
flights between especially Norwegian airports ane Faroe Islands throughout the year, and consdyuée
traffic between the two countries is not fully esfted in passenger numbers on scheduled flightsntid
Airways has direct flights between the Faroe Istaadd Norway twice a week during the summer higisse. In
2011 a change was made in airport by switching f&tawvanger to Bergen. The new route to Bergen waks w
received and we expect to further expand frequerdieing 2012.
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Scheduled services - Other destinations
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The UK market was difficult in 2011 because of tiallenging economical situation in UK. Howeveagftic

numbers on the route to London Stansted Airportaieed at a stable level. In the summer of 2012exmect to
resume services between the Faroe Islands and homduch is still the only direct passenger linkveeen the
Faroe Islands and the UK. The company has dirggitl between the Faroe Islands and London twiaeek
during the summer high season, starting in thertméigy of June and ending late August, as wellight# during
the Easter holiday. During the past three yearsctimpany has established a valued partnership astimated
tour operators in UK. Atlantic Airways has decidedchange form Stansted Airport to London Gatwick the
summer service 2012. The cooperation with StanAtgabrt has been outstanding, but we believe thatw@&k

will provide our passengers better connection sesi

The new Airbus aircraft allows Atlantic Airways aniger range and thus also the ability to provideises to
destinations further away from Faroe Islands. Themany has introduced a new summer-route betwesre Fa
Islands and Barcelona in the summer of 2012, argitfitiative has been very well received in thedese
market. Seven Spanish agents and tour operatdraatively promote trips to the Faroe Islands anchined
trips to the Faroe Islands and Iceland for the semwh2012.

Charter/ACMI operations

Charter activity (measured in block hours) increldsg 77% in 2011 compared to 2010. Block hoursaased from
1,173 to 2,073. The increase mainly stem from gngvdemand for ACMI in 2011.

Atlantic Airways has provided service in severaarter segments in 2011 such as ad hoc flights e for
various clients, ski-charters for tour operator®eanmark, and capacity provision (ACMI) for airlgia Europe.

Charter/ACMI operations
Airborne hours
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The charter activity increased by 10% in the fougttarter of 2011 from 447 block hours to 494 coragao the
fourth quarter of 2010. ACMI increased by 57% ie flourth quarter of 2011 compared to the fourthrigueof
2010, while other charter activity decreased inddme period.
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Despite the weak demand for ACMI and a reduced,fib® company has intensified its efforts pursuiaighoc
charters in the local environment and in Europeingprove utilization. In addition to a weak demante
competition has been intensified as a consequeinceencapacity and cheaper operations mainly bas&stern
Europe.

Helicopter operations

The company’s helicopters were airborne for 624lbloours in 2011 compared to 923 hours in 2010cBlwurs
in the fourth quarter of 2011 were 163 compare@4@ in the same period in 2010. However, the biasishe
income in this segment is not only reflected innlienber of block hours flown but also by the numtecontracts,
contract length and the level of provided helicogtgacity.

The helicopter activity in 2011 has been basechertwo Bell 412 helicopters in ownership to provitle Faroese
government with SAR coverage and domestic int@milservice on contract and various smaller chartdrsling
operations.

The company has maintained its capability to opetle AW 139 helicopter type and has in 2011 preditine
maintenance and heavier maintenance tasks at itdenance facility in VVagar Airport.

In January 2012, Atlantic Airways signed a four{yeantract with the Faroese Ministry of Fishery dvithistry of
Industry to provide helicopter Search and RescédR|overage 24 hours a day and domestic trangpaine most
remote islands. The contract includes considenappigade to the standard of SAR and crisis suppbk.company
has provided domestic helicopter service in theo&dslands since 1994 and Search and Rescue sincasi
initiated in 2001.

Since 2001 the company has assisted all oil corepanvolved in oil exploration in Faroe Islands.Jamuary 2012,
Atlantic Airways won a tender with Statoil to prde helicopter and other air logistic support inre@etion with oil

exploration in Faroese waters in 2012. The explamadrilling is expected to start summer 2012 andstimated to
last for 4-5 months. The helicopter service willgrevided by a AW 139 helicopter, which has beaséal in from
German operator Wiking Helikopter to fullfill thiontract.

In 2012, the helicopter activity is expected toblased on two Bell 412 helicopters in ownership amel leased AW
139 in connection with the oil exploration activityFaroese waters.

Other income areas

Ancillary revenues, revenues from duty-free as waslifreight and mail transportation increased byif%011
compared to the previous year. The main driverrdmbthis growth stems from increased duty-free saf@scargo
export activity from the Faroes.

The volume of mail has increased in 2011 while waduof freight has decreased, but overall the chamget
significant.

The duty-free shops at the Vagar Airport openedanuary 2009. Sales are around the same level as thb
duty-free sales were onboard the aircraft. Atlandicways and Vagar Airport have agreed to extend th
cooperation for another year with adjustments o account the change of costs and restrictiontax-free
sales imposed by the Faroese Government. Onlylgladtér introduction of tax-free sales in the Faislands,
the Government introduced a restriction on impdrtax-free tobacco from 200 to 100 cigarettes, thedwine
monopoly Rusdrekkasgla Landsins suddenly imposediapmonopoly charges on tax free imports which ha
increased cost price considerably by 12%. Thiscoasequently moved part of the sales from the Bara@port

to foreign airports as such extra costs have net iposed on these airports.

To improve sales, Atlantic Airways has reintrodueesimaller selection of tax-free products onboheddircrafts,
and is discussing an improvement of the conceptrrtals in Vagar Airport. However, it is our viethat the
Faroese government would have significant interesbnsidering, and implementing, sensible, lorsgitey rules
and regulations to tax-free sales, for the bewéfitirnover and value creation for the Faroeseetpci
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In 2012, tax-free sales will be challenging. Thewasmentioned reduction of import of cigarettesfr@00 to
100 is an economic challenge, and the increaseroice charges from the wine monopoly has put moessure
on the turnover generated from tax-free sales igavairport. The only way to gain the lost salesasncrease
prices. This is a problem, however, as lower priceshe one major selling and marketing point usgd
competitors in for example Copenhagen Airport. Aeotchallenge in 2012, is the fact that the curtemhinal in
Vagar Airport is being dismantled in order to makeay for the building of a new terminal expected#ofinished
in late 2013. A reduction of the shopping area dowdb with the introduction of aircraft carrying tgp50% more
arriving passengers on each load will increaseimgattme and have negative impact on sales.
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Airport matters

Runway Extension at Vagar

The construction project to extend the runway agardiirport was completed successfully in Decenfiirl. As
a consequence, the available landing distancevisIn@99 metres compared with 1,250 meters prewodsiis
investment also included the installation of cerights on the runway and extended approach lightifhe
longer runway will enable a wider range of aircrgfbes to operate into the Faroe Islands and alskemit
possible to provide services to and from more disd@stinations.

From an operational point of view, Atlantic Airwapgs gained certain benefits for its existing fléetluding
increased payload at take-off, and a different lotimot path enabling a reduction in turbulence atitdee-off.
Furthermore, the extension is a prerequisite fhintafull advantage of the payload and range cdipaluif the
company’s new Airbus 319 aircraft.

As a result, the improved conditions should impracgeess and service regularity to Faroe IslandsitBs still
not certain that the expected advantages will eotliuted by new restricting measures such as isghdgher
operating minima for the Airbus 319 aircraft, th@roéduction of rigid airport closing procedures windy
conditions, and restrictions on exploiting the fpbitential of RNP AR systems (see below). It isréfare of
paramount importance for Atlantic Airways to comina close dialogue with the relevant authoritiestteese
matters, and to seek solutions that serve the cantynoest without compromising safety.

Restrictions on traffic

In October 2011, the Danish Civil Aviation Authde# decided to impose restricting measures onidredfand
from Vagar Airport, as a response to a recommeondafiom the Danish Accident and Investigation Board
following the fatal accident of the Danish Air Ferwith a Gulfstream aircraft in 1996. All operatersegardless
of equipment, qualifications or experience — are nequired to follow a decision on closure of tlgpart, which
will be messaged from the Aerodrome Flight Infove®r (AFIS) at Vagar Airport, based on a compil¢atiss
from a dedicated computer programme. Apparentig, step has been taken to reduce the risk of egtéfagar

in turbulent conditions.

Atlantic Airways has opposed the rigid applicatiohthis system and advocates that it should beidaguae
system for airlines with documented experience@dedures to mitigate for hazardous weather ciomgit It is
our belief that the current way of utilising thessgm may lead to hazardous situations for aviatdislittle or no
experience of operations to Faroe Islands andhdrbest case, lead to a poorer regularity on sébeédraffic for
experienced airlines such as Atlantic Airways.

Atlantic Airways has experienced its poorest evperational regularity during the winter of 2011/Fom
October 2011 until early March 2012, 48 flights wheither diverted or cancelled due to adverseheeatuch as
very windy conditions, poor visibility or snowfalHowever, there is no doubt that the new restiictimasures
further complicated the operation to and from tlagoE Islands and led to reduced regularity. AttaAtrways
welcomes all initiatives to further improve infortitam on weather and turbulence surrounding Vagapdkt to
support the operator's decision on the suitabilifiy conditions but opposes the new rigid limitatioos
experienced operators.

Sharing the burden from adverse weather

The poorer regularity is very costly both to thedese society and for Atlantic Airways. The airlimas to meet
considerable costs for passenger care in variouspgan countries (nearest alternates to Vagar Aige in

Iceland, Scotland and Norway). Further, the compamso burdened by high airport charges at Végaate or

early landings and take-offs when seeking to rédista normal traffic and minimise the impact on istg as

much as possible. In 2011, the cost related toradweeather, delays, cancellations and diversicas avound
DKK 9 million.

We therefore urge the Government and the airpdtioaity to find a new formula in which we can shahe
burden from irregularity, instead of imposing unfiancial costs on the airline when it seeks taimise the
delay caused by circumstances outside its control.

Improving regularity with Required Navigational Performance

Atlantic Airways has decided to take advantage mplementing RNP AR procedures (Required Navigation
Performance with Authorisation Required) in ordeehhance the approach and departure performanéégat
Airport in adverse weather conditions, with inceshsafety levels. The procedures functions indepeathdfrom

the approach and departure navigation facilitiesvidled by the airport. The application of such gaares
requires authorisation from the Civil Aviation Autfities. The RNP AR concept has been successhuitgduced

at several locations around the world with challeggopography, and has helped enhance safety Hsasve
improving regularity at the airports (see ‘Fleevelepment’ for further details). Atlantic Airwaysak worked
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closely with Airbus subsidiary Quo Vadis on thigject and had a constructive cooperation with thaigh Civil
Aviation Authorities.

Unfortunately, the full potential of RNP AR to imgwe regularity in fog conditions (especially in the
summertime) has been restricted due to constraimi@sed by the tower at the airport because it fppates
required protection areas.

Lowering airport charges

Atlantic Airways finds the high increase in Januand November 2010 of passenger charges in boter®agen
and the Faroe Islands to be a burden and conaail ambitions to increase traffic and bring loveér fares to
the public.

The high increase of charges in Copenhagen has hetad by the chairman of the Danish Transport
Commission, who will address this issue in theHooiming report "Redeggrelse om dansk luftfart” awkto
make Denmark more accessible. In the Faroe Isldhdsost of international travel is regularly tie agenda for
political discussions, and in this context also thet that international travel is taxed while detie travel is
heavily subsidized.

Passenger taxes and fees in the Faroe Islandsnarggahe highest in Europe. This is not sustainabtbe view
of Atlantic Airways.

ICAO recommendation on transparency and meaningfutonsultation

ICAO (International Civil Aviation Organisation) ecemmends that airports be required to provide clear
transparency and meaningful consultation throughdutinistrative processes and the EU has a regnlati this
matter. Atlantic Airways recommends that the Tl@odese Government implements the relevant standaats
apply in other countries, where ICAO rules (doc B0&e followed.
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Fleet development

At year-end 2011 the company had four fixed-wingeraift in service. Three BAE Avro RJ aircraft are i
permanent operation. Two are in ownership and sneni lease, which expires in September 2013. AtHiour
aircraft - a BAE 146-200 — was leased in to coeertlfie summer season 2011. This aircraft stayeul thé airline
for the winter 2011/12 on a PBH (power-by-the-hdwajis, but will be redelivered in the first quad&2012.

In addition, the company has leased out two BAE-2d@® aircrafts on lease/purchase contracts.
The company expects to take delivery of its firstbAs A319 in latter half of March 2012. The Airbusll

primarily serve the route between the Faroe IslamdsCopenhagen, but will also be available foepturopean
destinations.

Aircraft fleet (as of December 31, 2011)

Fleet in service, excluding . Manufact.
aircraft leased out
BAe 146-200 1 0 1988
Avro RJ 100/85 3 2 1993-1999
Bell 412 2 2 1993-1997
Expected delivery
1 A319 March 2012
1 AW139 Feb’ — Sep’ 2012 (Short-term lease)

The new Airbus aircraft has 144 seats availableimparison to 95 seats on the current Avro aircidfe aircraft
definition includes CFM engines with 27.000 poungst to enhance performance and endurance inaelttithe
challenging operational environment in Faroe Istand

Atlantic Airways has also invested in Performanas&l Navigation (RNP-AR 0.1) to obtain enhancedtgaf
higher regularity, lower minima, and less fuel bomits primary destination Vagar Airport in theré@ Islands.
The Airbus-owned company Quo Vadis has supportedriNP project, and the company aims to introduc® RN
from the introduction of the aircraft. The applioat to authorize the use of RNP AR 0,1 is currertging
evaluated by the Danish Civil Aviation Authorityrd®ided the outcome will be successful Atlanticwarys will

be the first airline in Europe to introduce RNP-ARL. Other features are Head Up Display to improve
navigational performance, Florence Kit to improyei@tions on short runways, and specially desigiedss for
medical transportation, as the need for such t@hsp common in Faroe Islands. The aircraft i aguipped
with Mood Lighting System and Drop-Down Screens.

The financing of the new Airbus aircraft is pardwn company finance and partly external finance-dywn
payments have been financed from cash generated dgerations during the years. Agreement for eglern
finance amounting to DKK 120 million was secured Movember 2011 from The Faroese fund,
ileggingargrunnurin, which invests in infrastruetlprojects in Faroe Islands only.

At year-end 2011, the helicopter fleet consistedwaf Bell 412 helicopters. One is specially equigbfer SAR
operations and is primarily used for this, but etso be used for passenger transport. The othpgmmrily used
for passenger transport and off-shore operatiomssérves also as a backup helicopter for SAR ¢ipesa As
part of the new four-year contract from January 20dth the Faroese Ministry of Fishery and Ministy
Industry both helicopters will be upgraded to ahRigSAR standard.

The company has signed a lease contact with Wikialikopters to lease in an AW 139 helicopter topsup
Statoil's oil exploration in Faroese waters in 20TBe helicopter was previously owned and operhtedtlantic
Airways before it was sold to Wiking Helikopters.

Total book value of the current aircraft and hgiess at year-end 2011 was DKK 99 million and bwalue of
the pre-down payment on the Airbus A319 was DKKmiBtion.
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Financial Review

Financial statement, 1 October — 31 December 2011

Revenue
Total revenue in the fourth quarter of 2011 was D®&4 million compared to 97.5 million in the foumuarter of
2010.

Business area
Percentages of Total Revenue
2011

m Scheduled services
m Charter / ACMI operation

Helicopter

Revenue from scheduled services increased by DKIKmillion, in the fourth quarter of 2011 comparedthe
fourth quarter of 2010. The increase was causedthitlyer fuel surcharge and increased airport andepager
charges.

Revenue from aircraft charter operations decrebgddKK 0.6 million, in the last quarter of 2011 cpared to the
same period the previous year even though chaeteityahas increased. The reason behind the changdarger
share of ACMI activity, compared to other chartetivaty in 2011. In ACMI activity the lessee has bear a
significant portion of direct costs, which usuathgans lower net revenue.

Revenue from helicopter operations in the fourthrtpr of 2011 decreased by DKK 5.9 million, complare the
fourth quarter of 2010 due to lower rotor wing dbarctivity. In 2010, Atlantic Airways providedfshore support
to Italian oil company ENI’s operation in Faroesatevs, but there was no activity in 2011.

Financial performance

EBITDA was DKK 12.4 million in the fourth quartef 2011 compared to DKK 18.0 million in the fourtbarter of
2010, a decrease of 32%.

The result before tax in the fourth quarter of 20k DKK -0.1 million compared to DKK 4.8 milliooff the same
period in 2010.

The fourth quarter result after tax was DKK -0.1liof compared to DKK 3.9 million in the fourth quer of 2010.

Financial statement, 1 January — 31 December 2011

Revenue
Total revenue was DKK 435.6 million in 2011 comphte DKK 402.7 million in 2010, an increase of DK33.0
million or 8%.

Revenue from scheduled services increased by DK#& dhlllion compared to the same period in 2010. gievth
is mainly due to the following factors: Increasenummmber of passengers, higher fuel surchargesased airport
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and passenger charges, and increased duty-free #dé®, revenue in 2010 was affected by the ashdcland
airspace closure.

Revenue from aircraft charter operations incredse®KK 8.7 million in 2011 compared to 2010 mairdye to
increased ACMlI/charter activity.

Income from helicopter operations decreased by tdillBon in 2011, compared to the previous year doieno
offshore operations.

Flight expenses

Flight expenses increased by DKK 26.5 million ifl2Gcompared to 2010. The increase is partly rootddgher
activity — especially within the charter/ACMI segmiebut also due to higher fuel cost and incregsessenger and
airport charges.

Fuel is one of the main operating costs in aviatiarel expenses increased by 25% in 2011 from DBKnélion in
2010 to DKK 82 million due to increased jet fueicgss. The increase in fuel costs in 2011 has béfsatdhrough
the company’s fuel and currency hedging and reguiaif fuel surcharges.

Employee costs
Employee costs amounted to DKK 90.6 million in 20ddmpared to DKK 89.4 million the previous year.eTh
number of full-time equivalent employees was 16801 compared to 167 in 2010.

Depreciations
Depreciation and impairment amounted to DKK 43.1liom in 2011 compared to DKK 49.5 million in 2010he
cost of heavier maintenance checks has been lov291i1 and the rotor wing fleet was reduced in dgn2011.

Financial items
Net financial items were DKK -4.1 million comparedDKK -3.9 million the previous year.

EBITDA
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Financial performance
EBITDA was DKK 74.4 million in 2011 compared to 69nillion in 2010, equal to an increase of 7%.

The result before tax was a profit of DKK 27.5 ioifl in 2011 compared to DKK 15.1 million in 2010.

The result after tax for the year was DKK 22.5 imiill compared to DKK 12.3 million in 2010, and theturn on
equity before tax was 11% compared to 7% in 2010.

Result before tax (EBT)
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Balance sheet

Assets
Total non-current assets increased by DKK 20 mmlio DKK 241 million at year-end 2011. Pre-down et
on the new Airbus 319 amounted to DKK 78 milliohydnich 49 million were paid in 2011.

At year-end 2011 total current assets amounted K&K D41 million compared to DKK 190 million at the
beginning of the year. At the beginning of the yeae AW 139 helicopter and a BAE 146 aircraft vagsociated
maintenance were classified as assets held foramleunted to DKK 63 million. The AW 139 helicopteft the
fleet in January 2011 and the BAE 146 aircraft lgased out in April 2011.

Available cash and cash equivalents at year-end 20ds DKK 99 million compared to DKK 81 million the
previous year.

Equity
At year-end total equity was DKK 250 million, resad) in an equity ratio of 65% compared to 55%hat ¢nd of
2010.

Liabilities
Total liabilities at year-end 2011 were DKK 133 lloih compared to 183 million at the end of 2010.yAar-end
total non-current liabilities were DKK 64 milliorompared to DKK 67 million at year-end the previgesr.

Balance sheet
The balance sheet total as of 31 December 201 DK&s382 million, which is DKK 29 million lower thamat the
end of the previous year.

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 2012, Atlantic Airways signed a fourtyeantract with the Faroese Ministry of Fishery avihistry of
Industry to provide helicopter Search and RescédR|overage 24 hours a day and domestic trangpaine most
remote islands. The contract includes considenajpigade to the standard of SAR and crisis suppbk.company
has provided domestic helicopter service in th@&daslands since 1994 and search and rescue siwes initiated
in 2001.

Similar, in January 2012, Atlantic Airways won ander with Statoil to provide helicopter and othér lagistic
support in connection with oil exploration in Faseewaters in 2012. The exploration drilling is ected to start
summer 2012 and is estimated to last for 4-5 monihe helicopter service will be provided by a AV891
helicopter, which has been leased in from Germamaipr Wiking Helikopter to fullfill this contract.

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 2012

Aviation industry

Air traffic in Europe was in general growing thrdnayit 2011. However, behind the increase during 20d4 a shift
from optimism in the first half of 2011 towards t@n pessimism, and even possible recession sosnan the
latter half of the year. The economic climate irrdpe will undoubtedly also effect the future deysteent in air
traffic to and from the Faroe Islands during 20Partly because the general Faroese economy istedfec
negatively, but also due to the potential loweelef tourism and demand in the charter/ACMI segimaacording
to IATA (International Air Transport Associationturopean airlines will have challenging times ié thconomic
downturn further escalates.The fuel price has am®d to such high levels only previously experidndering a
short period of time in 2008, and there are nossigian ease in the fuel price during 2012. Onabthis, the EU
has contributed with further uncertainty by implerileg an Emission Trading Scheme (ETS) programrae lill
impose an extra cost on all airlines flying in and of Europe. For Atlantic Airways, the cost in@d is estimated
to be in the range of DKK 1.5 to 3 million.

The combination of the above-mentioned parametasddd to the demise of several European caréeently and
illustrates clearly the uncertainties in the indyst

Market conditions
On our home turf, the Faroe Islands, the new exgmdnway has changed the frame for running aviaérvices.

The new extended runway will benefit Atlantic Airygadue to its investment in a new and modern A3iBus

aircraft which is expected to enter into servicahat end of March 2012. The new aircraft is motficieht and

offers lower cost per seat kilometer. This hasaalyeled to lower entry prices in the market ana@pected to
stimulate traffic. The aircraft also offer longange and has led to new products such as dirgbtdlito Southern
Europe which have proven popular already. The @irés also specified and equipped with new tecbgyplthat

will optimize its capability to maintain and hop#juincrease regularity on operations to Faroendtand thus
both reduce cost and increase confidence in thindéen amongst travelers.

According to Vagar Airport there is some interestoagst foreign airlines to look at opportunitiesTihe Faroe
Islands.

During 2012, the new A 319 Airbus aircraft will mbi service the route between the Faroe Islands and
Copenhagen twice a day. This will lead to an inseeaf available seats by approximately 10% durif§22
Furthermore, the Airbus will cover direct routesdestinations that require longer range. An exangpliie new
summer service to Barcelona every Sunday during signmer which already has exceeded our expecsatiih
regard to prebookings. Hence, further initiatives kely to continue during both the next winteason and the
summer season of 2013.

Demand for charter and ACMI (Aircraft Crew Maint@ca Insurance) activity has declined during Q 4, du
considerable activity has been contracted with Damiras a base during high season. During high seddlantic
Airways will utilise all aircrafts in the fleet foscheduled services, corporate charter to/from d-éstands, tour
operation out of Denmark and ad hoc charters. tbdsearly to decide on the need for adjusting ciypaluring
winter season 2012/13.

Helicopter operations are going well and on toghef government contract on SAR and domestic fligtitantic
also won the contract to provide Statoil with offsh services in 2012 based on a third hired hel@op

A significant uncertainty during 2012 is the onfypiconstruction work at Vagar Airport. A lack of delay in
providing ample ground facilities may force the g@my to revise the schedule for flights. This mbpanclude
the planned demise of existing support facilitieshsas part of the terminal, cargo and tax-freeestowhich may
cause disruption to existing flow of operationsiluatnew terminal with adjacent facilities is inrgiee sometime
around 2014.
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Financial forecast

The predicted economic growth in Faroe IslandsOibh2is moderate. The financial sector has stabileagd salmon
farming and pelagic fisheries have performed welit there is still a considerable deficit on thatstbudget and a
relatively high unemployment rate. However, the rieaeroes tax structure implemented in 2012 mayuie air
traffic positively. Together with the company’stiatives in the form of an increased supply, a maggressive
price structure, new products and campaigns inigarenarkets, we believe that Atlantic Airways isangood
position to capitalise from its investments in fitsw Airbus aircraft and the new aviation infrastame on the
ground. The new infrastructure however also op@nfoua possible competition in the future.

There exist considerable external uncertaintiesh @ag fuel price and a possible competition alorgsiith the
number of new company-related factors to gain eégpee from in respect to the entry into servicethd new
aircraft in the end of Q1/beginning of Q2 2012. Bis background, we abstain at this point in timanf giving a

more precise guidance at to the expected finapeegbrmance of Atlantic Airways in 2012 but expéxtreach a
result somewhere between 2010 and 2011 level.
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Ownership

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

At year-end 2011 the share price was DKK 100 amdtdtal market value of the company amounted to DK
million. At the beginning of 2011, the share privzas DKK 116 and the market value DKK 120 millionerte,
market value decreased by DKK 16 million, or 16%xinlg 2011. On 1 MarcB012 the share price was DKK 98.5
and the market value DKK 102 million, which is 5386s 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 5,7
Other registered shareholders 262.950 25,4 25,7
Non-registered shareholders 9.220 0,9 0,9
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

The turnover of shares in the company was relatil@l in 2011. Atlantic Airways has only one clasfsshares,
each with one vote per share.

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 1 March 2012. The total nhumber of reged
shareholders as at 1 March 2012 was 1,103.

The company has not adopted a formal dividenccpoln 2011, a dividend of DKK 7.5 million was dibuted to
Atlantic Airways’ shareholders. The board of digst proposes for approval at the Annual GeneraltiMgén
April 2012 that a dividend of DKK 7 million will beélistributed to the shareholders, correspondinBKé& 6.763
per share.

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

We seek to achieve an ongoing, accessible and catopedialogue with our shareholders, and engaigie ewr
major shareholders in person at least once a yearder to obtain their views and opinions on tbhenpany. It is
vital for Atlantic Airways to continously focus olusiness in line with the best interests of owarsholders and
ensure adequate transparency in our operations.
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Corporate Governance

This section represents Atlantic Airways’ statement corporate governance, and the company folldwes t
Icelandic Guidelines on Corporate Governance issoetline 2009 in accordance with the Rules foreisswf
financial instruments issued by NASDAQ OMX Icelandecember 2009.

In areas where Atlantic Airways may departure frome Icelandic Guidelines, these areas and substequen
explanations are stated under the heading ‘Depetftrom the Icelandic Guidelines on Corporate Guoamece’
below.

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

According to the Rules for issuers of shares on BAQ OMX Copenhagen, issued in October 2011, thepaom

is not subject to the corresponding Danish Recondiaiiions on Corporate Governance, issued in Aug0$i.2
However, Atlantic Airways has nonetheless also eho® follow the Danish Recommendations on Corgorat
Governance and comply with the recommendations evipassible. A comprehensible table overview of the
company’s compliance with the Danish Recommendstias well as explanations of departures, is peavith the
company’s websitesww.atlantic.founder Investor Relations.

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

The following subsections address main aspectsmpiocate 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 anduttaly provisions, in the hands of the shareholdersétings. The
Annual General Meeting of Atlantic Airways shall beld before the end of April each year. Sharehslded their
advisors may attend the Annual General Meeting,thadneetings are open to representatives of th&smnd the
public.

Board of Directors

The Board ensures a prudent organization of thepaoyis business, manages the company’s generalsadfawell
as ensures that the best interests of the compahgi®holders are guarded. Through assisting ihagmhpolicy
setting, assessing risks pertinent to the companyell as ensure legal compliance with company stodk
exchange regulations, the Board seeks to ensupgepmonduct in all aspects of the company’s managenThe
Board seeks to promote the long term developmettefompany and endeavours to keep the organizatid
operations consistent with the company’s missiahsrategy.

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

All persons elected to the Board of Directors naesiproperly 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 chtastics: experience within the aviation industryother related
fields of transport, relevant commercial experienmersonal management experience relevant to thgaoy’'s

scope and size, governmental relations and issimasicial management and investor relations, peréorce and
cost management, legislative insight and/or pridess experience and strategic expertise and/omgda
management experience. The listed skills is noy tm relevant skills and competencies of varioesnivers, but
also that the Board of Directors represents a dityeof relevant skills and knowledge.

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 meeting &ld lwhen necessary and that all members are suntnmdhe
Chairman’s role is to organize and chair the megstiio act as a contact person to the executiveagesment,
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prepare the meeting agenda and ensure timely eslffameeting material to members before the megtiagsure
notice to the entire Board of meetings, ensure tthatmost significant issues of the company areesded, ensure
that legal requirements of the Board are met atidgaas external spokes person.

The main duty of the deputy chairman is to stepsimcting Chairman of the Board, should this becoaoessary.

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

The Board of Directors has held 10 meetings du@®dl. Attendance by each individual board member is
illustrated in the table on page 27.

Attendance in board meetings 2011 No. of meetings Attendance
Bjarni A. Bjarnason, chairman 10 10
Kaj Johannesen, deputy chairman 10 10
Jens Wittrup Willumsen 10 10
Tezz Tordsdotter Ohlsson 10 10
Ingi S. Joensen 10 10
Olaf S. Poulsen 10 10

Board of Directors

Bjarni A. Bjarnason, Chairman of the Board

Member of the Control Committee 2009-2011

Born: 30 November 1966

AddressMarknalid 19, FO-100 Térshavn, Faroe Islands

Joined the BoardApril 2009

Special skillsBusiness Development, Governmental matters

Chief Occupationindependent advisor

Experience CEO of Vodafone FO (Kall pf.) 2000-2011. From 898000 Head of Office in Ministry of Trade,
advisor in Ministry of Trade 1997-1998 and advigsoMinistry of Finance 1995-1997. He was board memtf
P/F. Vagatunnilin 2003-2005 and P/F. Nordoyatunrl@03-2009 and Chairman of the Board of P/F. Magalin
2005-2009

Other board dutiesOwner and CEO of BAB Spf., Chairman of the BoardKd*-felagid and Board member of
Birting

Education Mr. Bjarnason has a MSc in Economics and Busidesginistration from Aarhus School of Business,
Aarhus University, specialising in Public Admingioa

SharesMr. Bjarnason neither has shares nor shares optiahe Company. Unchanged in 2011

Interest links:Mr. Bjarnason has no interest links with the Conyyamain shareholders, customers or competitors

Kaj Johannesen Deputy Chairman of the Board

Born: 8 November 1960

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

Joined the BoardApril 2009

Special skillsExpertise in financial and accounting matters

Chief OccupationPrincipal in the Ministry of the Interior

Experience Mr. Johannesen has been principal in the Ministithe Interior since 2008. Senior Bank clerk in
Faroya Banki (Bank Nordik) 2000-2008. Member of ¢hairmanship of the Faroese Council of Economiuigats
2006-2009. Economist at Landsbanki Fgroya 1993-20@DManaging Director of Menningargrunnur idnadgri
1990-1993. Examinator in economics at the Faroeseetbity (Frédskaparsetur Fagroya) since 2001

Other board dutiesCurrently a board member of the Faroese Tax Tribuna

Education Mr. Johannesen has a MSc in Economics and BusiAdsninistration from Copenhagen Business
School 1990, specialising in Financing, InternagidBusiness and Management Accounting

Shares:Mr. Johannesen neither has shares nor shares gjptitine Company. Unchanged in 2011

Interest links: Mr. Johannesen has no interest links with the Cawyigamain shareholders, customers or
competitors
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Board of Directors

Jens Wittrup Willumsen, Member of the Board

Member of the Control Committee 2009-2011

Born: 6 December 1960

Address@sterskov krat 3, Dk-2950 Vedbaek, Denmark

Joined the BoardApril 2009

Special skillsExtensive experience in the Airline, Tourism anddimgndustries. Expertise in Marketing and sales,
Branding, Change Management, market research sewhational business

Chief Occupationindependent Venture Investor & Professional emeeutive board member in several companies
and organizations

Experience Mr. Willumsen was Deputy CEO and Senior Vice Rtest Commercial of Scandinavian Airlines
Denmark A/S 2004-2006 and Senior Vice Presidentitarg, Product Management and Distribution at $A81-
2004. Managing director of Mediacom 1996-2000. Mm@ director of AC Nielsen AIM 2000-2001. Mr.
Willumsen held several positions within SAS 198®49

Other board dutiesChairman of Air Greenland A/S, Chairman of Medisét Ingenigren A/S, Index: Design to
improve life, Brand Copenhagen. Deputy Chairmawisft Denmark. Board member of SKAKO A/S (NASDAX
OMX), Aqualife A/S (NASDAQ OMX), Sumisura A/S, CHatte Sparre A/S and Dansk Danse Teater

Education Mr. Willumsen has a MSc in Economics and BusinAssninistration from Copenhagen Business
School 1986, specialising in Marketing, Stratedanping and International Business

SharesMr. Willumsen neither has shares nor shares optiottee Company. Unchanged in 2011

Interest links:Mr. Willumsen has no interest links with the Comparmmain shareholders, customers or competitors

Tezz Tordsdotter Ohlsson Member of the Board

Born: 13 October 1967

Address Fagelvagen 9, 755 91 Uppsala, Sweden

Joined the BoardMarch 2010

Special skillsExperience within the aviation industry

Chief OccupationCEO of Svenska Direktflyg AB, Direktflyg NUF ogifektflyg AS

Experience Miss Ohlsson has been CEO of Svenska Direktfl\8) $lnce 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 dutiedlone

Shares:Miss Ohlsson neither has shares nor shares opticghe Company. Unchanged in 2011

Interest links:Miss Ohlsson has no interest links with the Compmmain shareholder, customers or competitors

Ingi S. JoensenMember of the Board

Born: 29 December 1980

AddressFjésaggta 16A, FO-100 Térshavn, 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 and board member of Bjy/$

Education Bank training

Shares:Mr. Joensen and his related parties hold 197 siatesiinal value DKK 19.700) in the Company, but he
holds no share options. Unchanged in 2011

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

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 sh@@eminal value DKK 38.300) in the Company, but he
holds no share options. Unchanged in 2011

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

The Board has not formed a separate Audit Commiftke Board of directors decided at a board meeétingarch
2010, that the Board in accordance with § 29 in Haeoese auditing law executes the activity of ghalit
Committee.

Control Committee

The Board decided at a board meeting in January &®tlose down the Control Committee with immesliatfect
and to repeal the rules of procedure. The Contooh@ittee was originally established by the Boar8009.

Executive Management

The Executive Management of Atlantic Airways is mag of the Chief Executive Officer and the Chiafancial
Officer, who are responsible for the daily openasiof the company.

Magni Arge has been the CEO of Atlantic Airwaysceir1 995 (see further details in box below). Themadity of
the CEO is to oversee daily operations and thrdahighfollow the board’s policy and instructions.eTGEO reports
directly to the Board on the performance of the pany on a regular basis. He must also provide tardBand the
company auditors with any relevant information @méng Atlantic Airways’ operations, which they magguest.
The CEO is responsible for the company’s compliamitie relevant law, with regard to accounts anafices, and
is responsible for safeguarding the company’s asdetirthermore Magni Arge is the Accountable Mamdgr the
airline since 1995 and has as such the ultimaggoresibility to maintain and fund the operation-wiglgality system
which ensures all operational and technical adtivicomply with the standards and requirementbyséte aviation
authorities and the company itself.

Magni Arge, CEO

Member of the Control Committee 2009-2011

Born: 15 December 1959

AddressBorgartin 2, FO-160 Argir, Faroe Islands

ExperienceMr. Arge has been CEO of Atlantic Airways sinemd 1995

Other board dutiesCurrently a board member of Fgroya ArbeidsgevaagfefFaroe Island Tourist Board, Green
Gate Incoming P/F, Utferdir P/F and Chairman oftibard of Eurest Faroyar P/F

Education Mr. Arge is educated in Political Science, FamB®rdic Langauge and litterature, and Journalism
Shares:Mr. Arge and his related parties hold 5.747 shéikesminal value DKK 574.700) in the Company, but he
holds no share options. Unchanged in 2010

Interest links:Mr. Arge has no interest links with the Company'aimshareholders, 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 1.450Gesh@Nominal value DKK 145.000) in the Company, but
he holds no share options. Unchanged in 2011

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

Marius Davidsen has acted as the company’s CF@ €065, and is in charge of finance, administratidn HR
and the operations in co-operation with the CEO.

Authorised 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.

Annual Report 2011 Page30



3 ATLANTIC AIRWAYS

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 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 are remunerated with a fifel The remuneration is not included in any sbiihcentive
or performance-related pay. The remuneration isdfiat a certain level, which reflects the competerand efforts
of the board members, the activity of the compdhg,scope of the work load and the number of bosedtings.
The chairman of the Board of Directors receiveshiiduhe basic remuneration and the deputy chaimaeeives
one and a half of the basic remuneration.

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

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

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

Presentation of accounts

The Board and Executive Management have the oveesbonsibility for the company’s control and risk
management related to the presentation of the coygaccounts, including the adherence to legal atimbr
requirements for presentation. The company’s coaind risk management systems provide an adeqegteel of
certainty, though not complete certainty, that eeaus use of assets, losses and/or material @mdremissions in
connection with the presentation of the accourdsaapided.

External Auditing

To protect the interests of shareholders and thergépublic, an authorised accountant is appoiatezhch Annual
General Meeting. The auditor examines the compaawgisual accounts, in accordance with generally gede
accounting standards, and has access to all thestzom documents needed for this work. The augitesents the
Board with an audit report twice a year, as wellnasediately after such events having taken plaa¢ the Board
should be aware of. The auditor participates inktbard meeting in connection with the delivery afli reports.
Before a recommendation on election of an auddéomade, the Board along with the Executive Manageme
assesses the auditor’s independence and capalglitie

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#mdling of
inside information and securities trading by ins&dare in accordance with regulations.

Notifications to the stock exchange are in Enghghich 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 sigantly on the price of the Atlantic Airways shar®@uch
information is discloused through NASDAQ OMX Icethrand NASDAQ OMX Copenhagen as company
announcement.

Annual Report 2011 Page31



3 ATLANTIC AIRWAYS

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

The most direct channel for shareholder commumioatccurs 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 is to havel@dst one meeting each year with shareholderpassible future
shareholders.

Further information about the Corporate Governandes of Atlantic Airways is available on the comyp&s
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:

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

*  Punctuality — we deliver on time and minimize effects of em&drinterruptions

« Customer— we provide our customers with reliable, respgehd caring services and fair prices

* Profitability — we run a sustainable business and deliver adairn 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 tfee 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 condugfirall of our operations in line with ethical andnfan
responsibility. This includes high ethical standainl 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 safgiglity and
responsibility in all our activities.

The company’s ethical and social responsibilitjuishermore enacted through our conscious rolenaactive and
responsible corporate citizen in the Faroese contsnue further elaborate on this role in the sectiCorporate
Social Responsibility’.

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 requénts and ethical standards set by the companycdimpany’s
insider rules are set out below, while our coréuwelis outlined above.

Our focus on ethical responsibility and our valaee also reflected in the company’s stakeholdeicyand
communication policy, which are published on thempany website www.atlantic.fo. Atlantic Airways’
communication with stakeholders seeks to addressrierests and information needs of relevant sialkiers,
published in accordance with applicable rules agllations, and ensure alignment of the companyategjic
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 sustainahistworthy and responsible business, preferahlystating into
higher value for all our stakeholders, and incrdasgnsparency 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&Rules 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
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The full details of the company’s rules on insidformation may be accessed on the company website.

Furthermore, the company follows specific rulegpadcedure for its Board of Directors and incorpesatelevant
policies for the Board and management regardingpFacedures for remuneration. Continuous dialogitk and
reporting to the Board by executive managementtiad@ily ensures a thorough monitoring and alignmei
company interests and control. Further detailsr@endompany’s corporate governance are elaboratedghout
this corporate governance statement.

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

Corporate Social Responsibility policy

The company'’s social responsibility policy is sumizead in this section as our role as a corpordteeti, which is
reflected in our aim to run a responsible, sustdmand profitable business in all aspects of qarations. In line
with this aspiration, we have developed a compaBiR @olicy, encompassing the following central areas

» Cooperation and partnerships

e The Faroese local community

e Atlantic Airways as a workplace

e Our health, safety and environmental policy

e Safety and quality management

*  Flight safety

« MEMS (Maintenance error management system)

¢ Environmental impact

Further elaboration of Atlantic Airways’ focus omrporate social responsibility can be found in Heztion
‘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 Valg
exceptions:

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

« Regarding information on candidates for the Bodr®ioectors, the suggested information in the Glinbss,
page 11, is not posted on the company website tye Hefore the Annual General Meeting. Curreritéré is
a difference between the Articles of Associatiorntled company and this recommendation. Accordinthéo
Articles of Association, there is no time limit be¢ the general meeting to nominate candidateset®bard of
Directors.

« Regarding internal controls. Atlantic Airways isri@ntly evaluating the internal controls and risamagement
system and is preparing a formalised system, wihiims to have adopted by the Board in 2012.

* 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 Boards performance has e in 2011 and the outcome has been discusszd i
Board meeting. The detail of the procedure of #i&esvaluation and the outcome has not been diedlos

« 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.
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Regarding other sub-committees, the Board of Damscidoes not find it necessary to operate neither a
Remuneration Committee nor a Nomination Committmmsidering the company’s size and organisational
structure. The Board of Directors is responsibletfie tasks of such committees through its ongeictgities

and duties, but the Board will continuously asshsmeed for separate sub-committees.

Regarding the remuneration policy, pension andemnt agreements are not deemed vital to diselbsee
current time, and these agreements are furthermotreonsidered to differ significantly from othdamdar
programmes.

* 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 remuiargolicy.
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Risk management

Atlantic Airways is exposed to a number of sigrfit risks which may affect the business, finanmaults 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 company’s main operational risks are illusttatethe following sections.

General and specific risks

The profit and loss account can be affected byettamomic conditions in the Faroese and internaltioraakets. In
addition, the profit and loss account and the l@dasheet can be affected by increased competitl@mges in oil
prices, demand for airline travel, the general lledfecost, the weather, volcanic ash, operationd accidents,
regulation, technology, financial risk, credit risind currency risk.

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

In order to counteract the volatile Faroese econdh®y company continues to work towards diversifyitgy
economic base. In 2011, 40% of the company’s reagnuere from abroad, and 60% domestic. Furthermore,
revenues are also divided among the main busimeas:ascheduled flights, charter flights, and logiter flights.

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 20% of the operating expenses in 2011, aeldd settled in USD. Historically, there have magnificant
changes in fuel prices, and a part of the fuelgincreases are being recouped by levying surchang@assengers.

To minimize the risk of fuel price volatility, arslibsequent impacts on the company’s expenses,ahagement is
permitted to hedge up to 60% of estimated fuel sonion. Use of hedging means that the fuel cosfppeod is
not as low as the spot-based price when priceskfatlwhen spot prices rise, the fuel cost risesenstowly. The
company has hedged approximately 26% of estimateldcbnsumption in 2012 against price changeshégend of
2011, approximately 39% of the year’s total fuehgamption was hedged.

From 2012 aircraft operators who fly to and from Ebuntries, Norway and Iceland will be includedtire
European Emission Trading Scheme ETS. In this odioreit will be necessary for the company to pash
carbon emission permits to cover its shortfall. #otp of free CO2 emission allowances has beenatéidcto the
company, which is expected to cover approximatéf®f estimated needs of emissions in 2012. The @@Xket
has historically been volatile.

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. In12@e company’s cost of cancellations was arouK 3

million. In the past five years, the annual cosé da cancellations and delays ranged from DKK ©KK 15

million.

Additionally, the VVagar Airport Authority has in 20 introduced much higher opening fees, which imseethe cost
of delays due to adverse weather.
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Currency risk

The financial performance of the company can baifigntly affected by changes in foreign exchamgtes,
especially between DKK and USD. Aircraft purchasescraft leasing payments, aircraft insurance, faed
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.

The company has several currency hedges at pr&dentompany continually monitors these hedgesoatichises
them relative to economic conditions.

Interest rate risk

The company is exposed to interest rate risks tranvestments and financing. As of 31 Decemberl2@ie

company had DKK 47 million in interest bearing lidgkes, of which 27% are at variable interest gmt€hanges in
the level of interest rates could therefore havérgact on the financial performance of the compaigywever, the
company’s total equity is still high in proportitmtotal assets. The equity ratio was 65% at yedra911.

Liquidity risk

The company aims to maintain sufficient reservecadgh and cash equivalents in order to meet itsdiiy
requirements. The company’s liquidity as at 31 Delwer 2011 was DKK 99 million and deemed to be sigfit.
The liquidity is affected by seasonality.

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 job market.

The company is the only airline in the Faroe Isigrahd therefore places great emphasis on educatithgraining
local workforce, as well as keeping its employepsta date and provide them opportunities for furtbareer
development.

Besides the company’s own internal regulations seglirements on employees’ ability and qualificasipthe
company also has to comply with strict demands ftleenauthorities to train and maintain the skillst® personnel,
such as those performing flight operations, maiatere and ground handling.

Safety management, quality assurance, sales, egac planning are other core functions in thiinaineeded to
be taken care of at a professional level. Atlanticways therefore places great emphasis on imppvin
qualifications in all areas of its business, angl &ma consequence set up a Human Resource deagartme
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Corporate Social Responsibility

Introduction
Atlantic Airways plays a vital role in the Faroeseciety in multiple contexts and the company hasetiore always
balanced its profitable business up against long-i&lues to the society we serve.

The geographical isolation of the Faroe Islandth& North Atlantic and its relatively small poputat of 50,000
people is almost self-explanatory. The societydpahdent upon a modern connection by air to theidmuiwvorld.
The smaller of the Faroe Islands are also depengbem domestic helicopter service, and SAR servickelicopter
is vital to a society more or less dependent ugowdsting from the sea. Atlantic Airways was esgigld in 1988,
to secure Faroe Islands influence on developmeaitr dihks to the outside world and as part of thisas necessary
not only to form a Faroese airline but also to d@ye wide range of competencies within the fidldawiation.

We aim to serve Faroe Islands with a decent ardestarvice and offer this at the best possibleggrconsidering
the cost attached to provide such service. We agereto understand our customers’ needs and adjusiation to
these, but must also accept that our limits lidiwita sustainable business model.

The airline industry relies heavily on the use ibbod the subsequent CO2 emissions, which isthlsa@ase for the
Faroe Islands as a society. Atlantic Airways is @maf this and accepts its responsibility and cardusly work
with initiatives to decrease CO2 emissions and stpipitiatives to lessen the Faroese society’sedepncy on
imported hydrocarbons.

Atlantic Airways’ future is highly correlated witthe future development of the Faroese society.mbst important
societal value is to make future generations thnvine Faroe Islands and secure a sustainabletigiovpopulation
numbers. To support a thriving society we focus on:

e Securing adequate access by air to the outsidedwaking into consideration different segments seaality,
frequencies, destinations, capacity and prices

« Developing and sustaining a modern and compet#ivene company, which offers career opportunitbesl
challenging jobs to people rooted in the local styci

e Actively participating in facilitating new businedsvelopment such as tourism and services to angimgeoff-
shore industry

e Supporting cultural and sporting activities in feroe Islands

CSR policy

Following our focus and central corporate roleha Faroese society, the company’s corporate sgspbnsibility
(CSR) is an important focus area for Atlantic Aiggaand has been throughout the company’s histagn before
the CSR phenomenon was applied in modern terms.

Atlantic Airways thus seeks to constantly conduat bbusiness with our role as a corporate citizemiind, and we
aim to run a responsible, sustainable and proétabkiness in all aspects of our operations.

Our CSR focus is subsequently spread among theafimify central areas:
e Cooperation and partnerships

e The Faroese local community

« Atlantic Airways as a workplace

e Our health, safety and environmental policy

* Our safety and compliance management

e The environmental impact

These main areas of the company’s CSR policy aeudsed in the following sections.
Havi samam problem her sum adur ivé sundurlidingimisk felt vidvikjandi safety og quality.

Cooperation and partnerships

Atlantic Airways takes part in a multitude of pastships and cooperations on various levels. Itgsegondition for
our business that we maintain a solid trust betwa@selves, authorities and our customers. As waraip in a
complex aviation industry with strong demands rdoay quality of operations, we are expected toveelihigh
quality and we ask for the same from our partnersrder to maintain our own goals on standard. \B&ir@ our
standards of quality via our quality assuranceesysand work openly with our third party suppliessobtain the
standards set by Atlantic Airways.
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The Faroese local community

Atlantic Airways aims to be a valued and respectesnber of the Faroese community creating value petemce
and providing jobs to the Faroese people. We dgtiergage with the Faroese community and cultufa) and
wish to be perceived as an active and responsilfeocate citizen involved in the Faroese society.

Atlantic Airways has from day one actively pursustlication of work force rooted in the local sociefjready
after a few years, most key positions in the corgpaere manned with local people. However, the camggaas in
an ongoing stream educated engineers, pilots, att#ndants and traffic workers in a broader seAllef them
are not secured a long-term job, but have pursaeelec opportunities elsewhere. As a result, théchmsdation
environment is much more developed today than # before Atlantic Airways was established. In 2087antic
Airways’ maintenance department was chosen as “Bggtenticeship of the Year” in The Kingdom of Deak

Through its membership of The Faroese Employerodaton, Atlantic Airways participates in orgamigi the
Faroese labour market, participates in discussatmosit industrial issues and supports initiativebiglight central
social challenges for the Faroese society.

The company actively participates in branch orgatiogss for Faroese Tourism and Faroe oil Industsgogiation.
Both tourism and oil-related activity are importaotthe company and have considerable potentidet@lop the
Faroese economy. Atlantic Airways holds minorigksts in a few companies related to tourism.

In partnership with Visit Faroe Islands we lead ¢fifort to market and brand Faroe Islands as dsibdestination
through a broad array of activities.

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

In sports, most sponsorship are centered on natieamns and national unions. The company has Hdezmgin

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 iignal

Sport Union) to support the smaller unions’ inteior@al activities. Apart from unions, Atlantic Aiays has also
supported individual elite sports people.

Additionally, focus has been on supporting Faroeskural life for many years as well. Atlantic Aiays has
sponsored the internationally high profiled “G” tigal for many years, the more local-oriented fd#stival
“Summarfestivalur”, the “Gospelfestival” as welk the Faroese Symphony Orchestra”. Other events b
received grants and sponsorship, and the companpden helpful towards individuals, who have lasablished
themselves on the international music scene. Bh@fiactivities and events that Atlantic Airwayeshsupported is
significant and we are pleased with these contobstto the Faroese society.

Atlantic Airways as a workplace

The human resources are vital for the competitisersd the company. The company considers releveowledge
and work experience of great importance in all suafaactivity.

Atlantic Airways is the only airline in the Farosldnds, and therefore places great emphasis ovedalj solid
basic education as well as adequate recurrentrigpiof our employees.

Our main objective is to develop and retain ourlifjgd personnel and to be the company of firstice@among the
best people on the job market.

Atlantic Airways strives to create a challengingimsilating and pleasant working environment andhéve a
structured and goal-oriented staff development anogne, both professional and personal, which wifiuge that
we always have the right staff for the right jobs.

Our guiding principle is to listen to staff opin@when decisions are made that have an influend¢beinjobs and
work activities.

The company aims to create a communication andrirdtion channel, which provides all personnel withoverall
picture of the company, so that everyone has tinresmderstanding of what creates value for the emyp
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Health, safety and environmental policy

Atlantic Airways seeks to systematically and comditty improve health, safety, and environmentaliéss It is the
company’s policy that all activities shall be cadiout in such a manner as to ensure the healthsafety of
employees, passengers and others in connectiorfligiths and operations in general. Therefore wko¥o certain
guiding principles in our operations, and have enpénted specific operating procedures or managesystgms in
certain areas.

The company’s specific initiatives for the variongerational areas are outlined in greater detaihénfollowing
sections.

In order to avoid unnecessary impact on the enwienmt, the company is in every aspect consideratthef
environment, and we strive to minimize pollutionpiacts through increasing efficiency of our fleet aaducing
fuel consumption.

Safety management

Safety management is a structured approach to reddegtified hazards and eliminate/mitigate asgediaisks in

both the operational and technical environments phoactive approach to safety is implementedeéncttmpany in
addition to the system reactive approach wherertegoevents are investigated to a level where plessin-

compliance are identified and control measuresrpptace to eliminate the risk of their re-occucenThe goal is
identify all hazards, report all occurrences, assessociated risks and mitigate to a level as leweasonably
practicable (ALARP).

Part of the system is a Just Safety Culture whach employee is encouraged to provide safety ceiatermation
in a non-punitive environment; but where therels® a clear line between acceptable and unaccepbahlaviour.

In addition to the operational reporting systenightl Data Monitoring (FDM) is essential for the dik wing fleet.
From FDM data we are able to identify possible hdzautside operating procedures. From statistit teends
from this data we are able to see and predict wioeirecrease focus.

In the technical environment there is a strong $otulearn from mistakes made and reduce human events,
which compromise the safety of the operating emvitent. 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 Behaviours” for Line and Basmaintenance work, which is being fostered withie th
maintenance and inspection work processes to radigt@ps and maintain safety.

These Key Behaviours 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)

The company also launched a new Ground Operatiocor Bfanagement System (GEMS) based on the same

principles and experience from the MEMS programme.
Compliance management

Compliance management is the company’s exercisngare that the outcome of the activities in op@natand
maintenance meet the regulatory, customer and coynmsyuirements. The quality policy is the foundatunder
the compliance management, and it is substantiatedhe compliance management organisation, therdented
operational and technical procedures, the trairingngements for all personnel and the independaatity
assurance process.

The performance of the compliance management syistemaluated 10 times per year by senior managemka
evaluation is based on Key Performance Indicators &all departments, as well as the independeriitgua
assurance reports from both internal and extemgl the aviation authorities) audits.

In 2011, the technical side of the safety managémsysiem, as well as the structure and implememtatf the
compliance management system and the independalittycassurance process, was exhibited and pronimtele
danish aviation authorities to the danish aviagamironment as top-of-the-class.
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Environmental impact

As a natural consequence of our industry, we andéiraaously aware of the main environmental loads Hviation
induces on the natural environment, and consequesttk to attain efficient use of our fleet and imime the
impact on our surroundings. The main aspects ottimepany’s environmental focus are outlined inftilowing
sections in line with our fuel consumption and G&issions.

Fuel consumption
Atlantic Airways’ industry relies on the use of,aind the subsequent CO2 emissions.

In early 2008, Atlantic Airways decided to redube fuel use per hour through optimized operatigmatedures.
In 2011 the operation as a whole saved on averaigg @.e. 115 Itrs) per flight hour, compared t@ thverage
consumption in the years preceding 2008. ConveadtiO2 emission figures, this means that Atlanticvays has
reduced its emission by 289 kg/flight hour. For 20this means a reduction of 2,126,316 kg in COZs&ion
compared to the years preceding 2008, or 4%

The average jet fuel consumption of the fixed witeget in 2011 was 2,159 kg/flight hour compared2td51
kg/flight hour in 2010, an increase of 0.4%. Desspite growth in fuel per flight hour, consumptiensignificantly
lower compared to three years ago.

An intensified aircraft washing programme was dithbd because a clean aircraft burns less fuelveer, the
majority of the measures are related to the opmratf the aircraft. The wind conditions during diirare evaluated
to select optimum climb speed. The cruise, wheeenttajority of the flight time is spent, is adjustieda speed,
which depending on the actual weight of the aitcmgifzes the most effective fuel burn. And last hat least, the
company has adopted an increased usage of theptemof 'green approaches', which has been widepfied in

the aviation industry in the last decade. A 'grapproach’ means a total evaluation of actual weatheditions,

traffic conditions, airport facilities and availebapproach procedures, to select the optimum tomiaitiate the

descend from cruise and configure the aircraffiifaal approach and landing.The Fuel Saving Prograrhas been
a tangible effort in which operational personneléraeen their possibility to actively participateimproving the
environmental footprint of Atlantic Airways operaitis.

The company’s tax free sales were transferred ft@raircraft to shops in the terminal in 2009. Tre®d up some
payload on the aircraft making it possible to tpars more passengers and cargo on each plane. @erdly this
led to reduced fuel consumption and CO2 emissienpassenger and per kilo of freight.

In the longer term the renewal of our fleet with rmcefficient airplanes and helicopters, with legslfburn,
ultimately brings down CO2 emissions. In 2012 a n@ikbus 319 aircraft will significantly reduce fuel
consumption and CO2 emission per passenger.

Tradable CO2 quota system from 2012

Air traffic has been included in the European Emoiss Trading Scheme as of 1 January 2012. Thengastiheme
affects all air travel to and from the EU, Norwayddceland with some exceptions. The quota systéhtherefore

include most of the company’s operations. ACMI lilig; where the company is operating with the aailsbf

another airlines, is part of the other airlines Gf@2ounts.

Quotas are tradable, allowing the purchase ando§al®2 quotas. Approved companies will be alloddtee CO2
guotas, and such companies must every year stéting2010 submit audited CO2 statements to EUaaitiés.

Atlantic Airways’ CO2 emissions control system vagsproved by the Danish Energy Agency in the falR009.
The EU authorities have allocated a free quotansitsion allowances to Atlantic Airways for the eti2012-
2020, which in 2012 is expected to cover approxiya60% of estimated consumption of CO2. The corjipan
needs to purchase carbon emissions permits to toeeshortfall. It is expected that the Emissioading Scheme
will lead to an increased cost of production arceased ticket fares.
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Requirements and recommendations

Atlantic Airways strives to live up to all legal lidmtions and rules in the countries and local camities in which
we operate.

The company’s Board and Management are of the @pitiiat the company is in compliance with all reeoients
and recommendations regarding the impact on themattenvironment.

Focus areas

Atlantic Airways considers CSR a core element inlousiness, and we are continuously conscious ofae as a
corporate citizen of the Faroese society in cortjoncwith the development and growth of our compane will

therefore continually implement a great degreeaziu$ on CSR in the different areas of our operatiavhere
applicable and relevant.

We do not currently operate with specific Key Parfance Indicators (KPI) in measuring our overajpraach on
corporate social responsibility. However, we intéodlo so in the future with regard to measuringyible progress
and attainment of quantitative targets among ouerapns. We will review and incorporate such sipeci
quantitative measures and report on progress, fiharndicators and targets are decided on.
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Financial calendar 2012

8 March 2012 Annual Report 2011

17 April 2012 Annual General Meeting
16 May 2012 Interim Report Q1 2012
3 August 2012 Interim Report Q2 2012

1 November 2012 Interim Report Q3 2012
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Management’'s Statement

The Board of Directors and the Management haveytaliscussed and approved the annual report of #tlan
Airways P/F for the financial year 1 January — 3cBmber 2011.

The annual report has been prepared in accordaiticdnternational Financial Reporting Standardsdepted 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 gizerie and fair
view of the Company's assets, liabilities and faiahposition as at December 31, 2011, and of #selts of the
Company’s operations and cash flows for the finangear 1 January — 31 December 2011.

Furthermore, in our opionen the Management’s reviesudes a true and fair review of the developrnianthe
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 haveimection with the accounting assessed whethsijustified
that the going concern assumption be upheld. TraedBof Directors and the Mangement have today cuoled that
the Company still is a going concern and that ttmrehe reporting date are no factors that give tis doubts,
whether the company can and will continue operatiamil at least next balance sheet.

The Board of Directors and the Management recomrtigaicthe annual general meeting approve the amapatt.

Sarvégur the 8th of March 2012

Management:
Magni Arge Marius Davidsen
CEO CFO

Board af directors

Bjarni Askham Bjarnason Kaj Johannesen JengWgittVillumsen
Chairman Vice-chairman
Tezz Tordsdotter Ohlsson Ingi Siniea * Olaf S. Psan*

*employee representatives

This annual report was adopted at the Annual GéMeating on:

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

Report on the Financial Statement

We have audited the financial statement of P/FraitaAirways for the financial year 1 January to B&cember
2011, which comprises income statement, comprebemscome statement, balance sheet, statementaobel in
equity, cash flow statement and notes, includingreary of significant accounting policies. The fioa statement
is prepared in accordance with International Fire@lnReporting Standards as adopted by the EU amdeBa
disclosure requirements for listed companies.

Management's responsibility

The Management is responsible for the preparatiofinancial statement that gives 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 statement based on our audit. We conduate audit in
accordance with International Standards on Audiing additional requirements under Faroese Auditlagion.
This requires that we comply with ethical requiretseand plan and perform the audit to obtain reaisien
assurance about whether the financial statemédrggsfrom material misstatement.

An audit involves performing procedures to obtaidibevidence about the amounts and disclosurégifinancial
statement. The procedures selected depend on th®réijudgement, including the assessment of ribkes of
material misstatements of the financial statemehgther due to fraud or error. In making those eskessments,
the auditor considers internal control relevanth® entity’s preparation of financial statement thize a true and
fair view in order to design audit procedures thia 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 presentatidgheofinancial statement.

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 statement gives & tamd fair view of the P/F Atlantic Airway’s finaiat position at 31
December 2011 and of the results of P/F AtlantiowAy’s operations and cash flows for the finangiahr 1
January to 31 December 2011 in accordance withrat®nal Financial Reporting Standards as adopyeithe EU
and Faroese disclosure requirements for listed eorep.

Statement on the Management'’s review

Pursuant to the Faroese Financial Statements Achave read the Management'’s review. We have médrpeed
any further procedures in addition to the auditheffinancial statement.

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

Térshavn 8th of March 2012

NOTA
Laggilt grannskodanarvirki P/F

Jgrmann Petersen Jbéanes Olsen
State Authorized Public Accountant Registered Rubdcountant
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Income Statement for the year 2011

Note 2011 2010
Net sales 3 435.522.645 401.790.482
Other income 114.881 880.222
Total revenue 235 435.637.526 402.670.704
Flight expenses 4 -270.660.327 -244.177.058
Employee expenditures 6 -90.617.909 -89.444.687
Total operating expenses -361.278.235 -333.621.745
Result before depreciation, amort. and impairment EBITDA) 74.359.291 69.048.959
Depreciations, amort. and impairment 712,13 -43.071.002 -49.546.447
Result before financial items (EBIT) 31.288.289 19.502.512
Financial income 8 5.598.986 7.481.341
Financial expenses 9 -9.701.893 -11.413.942
Net financial items -4.102.907 -3.932.602
Share of profit/loss of associates 16 309.832 -488.214
Result before taxes (EBT) 27.495.214 15.081.697
Income tax 11 -4.949.138 -2.737.761
Net Profit/ Loss for the year 22.546.076 12.343.936
Attributable to:
Shareholders of Atlantic Airways P/F 22.546.076 12.343.936
Earnings per share 42
Earnings per share (DKK) (EPS) 22,02 12,06
Diluted earnings per share (DKK) (EPS-D) 22,02 12,06
Proposed allocation of profit/loss
Proposed dividend to shareholders 43 7.000.000 7.500.000

To carry forward to next period 15.546.076 4.843.936
Total 22.546.076 12.343.936
Atlantic Airways P/F has not had any discontinuigerations during these periods.
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Statement of comprehensive income for the year 2011

2011 2010
Net Profit/ Loss for the year 22.546.076 12.343.936
Other comprehensive income
Value adjustm. of cash flow hedges 8.880.389 965.196
Taxof value adjustm. of cash flow hedges -1.598.470 -173.735
Available-for-sale financial assets -270.000 247.500
Taxof available-for-sale financial assets 0 0
Dividend own shares 0 0
Other comprehensive income after tax 7.011.919 1.038.961
Total comprehensive income 29.557.995 13.382.897
Attributable to:
Shareholders of Atlantic Airways P/F 29.557.995 13.382.897

Atlantic Airways P/F has not had any discontinuierations during these periods.

Annual Report 2011 Page47



3 ATLANTIC AIRWAYS

Balance Sheet as at 31 December 2011

ASSETS Note 31.12.2011 31.12.2010
Intangible assets 12 6.176.895 5.469.217
Aircraft and maintenance 13 990.335.662 122.407.670
Spare parts 13 11.444.632 16.807.811
Operating equipment 13 7.290.055 7.361.760
Hangar, buildings and land 13 36.809.111 38.492.559
Prepaid aircraft acquisitions 15 78.404.640 29.214.950
Total tangible assets 233.284.101 214.284.750
Investment in associates 16 495.885 186.053
Other shares 17 1.137.791 1.159.791
Other non-current assets 1.633.676 1.345.844
Total non-current assets 241.094.672 221.099.810
Inventories 18 3.200.645 2.666.257
Trade receivables 19 22.248.384 36.454.294
Prepayments 20 2.759.697 1.746.497
Other receivables 21 1.947.614 797.649
Other shares "available-for-sale” 22 706.500 976.500
Derivatives 23 11.651.090 2.479.474
Total receivables 39.313.285  42.454.414
Cash and cash equivalents 38 98.572.270 81.144.716
141.086.199 126.265.388
Assets heldfor sale 24 0 63.352.769
Total current assets 141.086.199 189.618.157
TOTAL ASSETS 382.180.871 410.717.967
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Balance Sheet as at 31 December 2011

EQUITY AND LIABILITIES Note 31.12.2011  31.12.2010
Share capital 25 103.500.000 103.500.000
Share premium reserve 25 23.500.000 23.500.000
Value adjustm. of cash flow hedges 25 0.315.088 2.033.169
Revaluation reserve shares 27 234.000 504.000
Retained earnings 28 106.076.839 90.450.248
Proposed dividend 43 7.000.000 7.500.000
Total equity 249.625.927 227.487.417
Mortgage loans 31 36.501.916 46.213.862
Provisions for deferred taxes 11 27.891.438 21.238.528
Total non-current liabilities 64.393.354 67.452.390
Mortgage loans 31 10.382.500 10.382.500
Trade payables 31 23.485.380 20.236.366
Current income tax liabilities 11 6.970.291 0
Deferred income and accruals 29 27.032.192 29.083.700
Derivatives 23 291.227 0
68.161.590 59.702.566
Liabilities ass. with assets held for sale 24 0 56.075.593
Total current liabilities 30 68.161.590 115.778.159
Total liabilities 30 132.554.944 183.230.550
TOTAL EQUITY AND LIABILITIES 382.180.871 410.717.967
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Statement of Changes in Equity

AIRWAYS

Share Revaluation
Share premium Hedging reserve Retained Proposed

(DKK 1,000) capital reserve reserve shares earnings divechd Total
Equity at 01.01.2010 103.500 23.500 1.242 257 85.606 - 214.105
Result for the period - - - - 12.344 - 12.344
Value adjustm. of cash flow hedges _ _ _2.155 - - - -2.155
Tax of value adjustm. of cash flow

hedges - - -174 - - - -174
Transfers to flight expences - - 3.806 - - - 3.806
Tax of transfer to flight expences - - -685 - - - -685
Revaluation reserve shares - - - 248 - - 248
Tax of revaluation reserve shares _ _ _ - - - -
Total comprehensive income - - - - - - 13.383
Proposed dividend - - - - -7.500 7.500 0
Dividends paid _ _ _ _ _ _ -
Equity at 31.12.2010 103.500 23.500 2.033 504 90.450 7.500 227.488
Equity at 01.01.2011 103.500 23.500 2.033 504 90.450 7.500  227.487
Result for the year - - - - 22.546 - 22.546
Value adjustm. of cash flow hedges _ - 6.434 - - - 6.434
Tax of value adjustm. of cash flow

hedges - - -1.598 - - - -1.598
Transfers to flight expences - - 2.983 - - - 2.983
Tax of transfer to flight expences - - 537 - - - 537
Revaluation reserve shares - - - -270 - - -270
Tax of revaluation reserve shares _ - _ - - - -
Total comprehensive income _ _ _ _ _ _ 29.558
Proposed dividend _ _ _ _ -7.000 7.000 0
Dividends paid - - - - - -7.500 -7.500
Dividends Own shares - - - - 81 - 81
Equity at 31.12.2011 103.500 23.500 9.315 234 106.077 7.000 249.626
Breakdown of changes in share capital

(DKK 1,000) 2011 2010 2009 2008 2007
Share capital at the beginning of the year 103.501 103.50( 103.50( 103.50( 103.501
Increase of share capital - - - - -
Total 103.500  103.500  103.500  103.500  103.500

The notes 25-28 and 43 are an integral part oStheement of Changes in Equity
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Cash Flow Statement

(DKK 1,000) Note 2011 2010
Net profit/loss for the year 22 546 12.344
Depreciations 43.071 49.546
Taxes 4.949 2.738
Adjustments 48.020 52.284
+/- trade receivables 14.206 -14.684
+/- prepayments -1.013 -1.247
+/- other receivables -1.128 1.876
+/- Inventories -534 1.095
+/- investment in assosiates and other shares -310 488
+/- trade payables 3.249 551
+/- deferred income and accruals -1.971 9.370
Changes in operating assets and liabilities 12.499 -2.551
Cash flow from operating activities 83.065 62.077
Purchase of intangible, tangible assets and prepichft 121315 67.717 31.866
Sale of intangible and tangible assets 1213.15 68.291 768
Cash flows frominvesting activities 575 -31.098
Repayment of long-termloans 29 58712 15.353
Foreign exchange effect on cash 0 0
Paid dividends -7.500 0
Cash flows from financing activities 66.212 -15.353
Total cash flows for the year 17.428 15.626
Cash and cash equivalents at the beginning of¢lae y 81.145 65.519
Cash and cash equivalents at the end of the year 8932 81.145

The notes 7-43 are an integral part of the Castv Btatement
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Overview of Notes

1. Accounting Principles

2. Segment information

3. Total revenue

4, Flight expenses

5. Specification of numbers of passengers
6. Employee expenditures

7. Depreciation, amort. and impairments

8. Financial income

9. Financial expenses

10. Auditors remuneration

11. Income tax

12. Intangible assets

13. Tangible assets

14. Insurance value

15. Prepaid aircraft acqusitions

16. Financial assets

17. Other shares

18. Inventories

19. Trade receivables

20. Prepayments

21. Other receivables

22. Other shares “available-for-sale”

23. Derivative financial instruments

24. Assets held for sale

25. Equity

26. Own shares

27. Revaluation reserve shares

28. Retained earnings

29. Deferred income and accruals

30. Non-current and current liabilities

31. Mortgaging and contingent liabilities etc.
32. Off-balance sheet items

33 Lessor as lessor

34. Directors and Management and their holdings ofeshar
35. Remuneration of Board of Directors and Manageéme
36. Management or board duties in other companies
37. Related parties

38. Cash and cash equivalents

39. Additional cash flow information

40. Financial risks and financial intruments
41. Financial intruments and fair values

42. Earnings per share

43. Dividend

44. Seasonality

45, Events after the End of the Financial Year
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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 foathe period January 1, to December 31, 2@Mpeise
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, &h8ervices,
and Helicopter Services. The Schedule ServicesGihadter Services had 4 aircraft in service as ab8tember
2011, excluding aircraft leased out, supported B$ £mployees with the operational base at Vagarthén
Helicopter Services there were 2 helicopters iwviseras at 31 December 2011 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 2011 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 8, 2012.

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 59.

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 confeymwith IFRSs requires management to make judgesnent
estimates and assumptions that affect the appmitaif accounting policies and the reported amoonftassets,
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.

Significant areas of estimation uncertainty andiaal judgements in applying accounting policieatthave the
most significant effect on the amount recognisedhi financial statements are: measurement of ébeverable
amounts of cash-generating units, utilisation of kasses, accounting for an arrangement contaidinigase,
provisions and valuation of financial instruments.

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 2011. The staidaand
interpretations relevant to the Company are: IAS(r&4ised) Related Party Disclosures, AmendmenAf® 32
Financial Instruments: Presentation — Classifieatib Rights Issues, IFRIC 19 Extinguishing Finahdiiabilities
with Equity Instruments and Amendment to IFRIC Tégayments of a Minimum Funding Requirement.

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, changsdards or interpretations that are effedifter year end
2011, 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 argkkcent 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 anilitiiebdenominated 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 wiiiehgtoup
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 59.

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 instrumewntdiedge its foreign currency, fuel price and ieserate risk
exposures. Derivatives are recognised initiallfaétvalue; attributable transaction costs are gacged in profit or
loss when incurred. Subsequent to initial recognjtderivatives are measured at fair value, andgdmtherein are
accounted for as described below. The Company hadsading derivatives.

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 amgmeszed
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 irfijppon 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 estim@iedalue 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 ano¢imgity.

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 57.

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.

(iiii) 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 repsechathe 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 fromegpiiétly. When treasury shares are sold or reissuleseguently,
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.

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.
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(i) Aircrafts, helicopters, flight equipment, hangar, offices and house

Aircrafts, helicopters and flight equipment, e.gceaft engines and aircraft spare parts, are medsat cost less
accumulated depreciation and accumulated impairfosses. When aircrafts are acquired the purchése s
divided between the aircraft itself and enginescrafts 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 esgabim full.

(iif) Subsequent costs
The cost of replacing part of an item of operatiisgets is recognised in the carrying amount oftdm if it is
probable that the future economic benefits emboui¢d the item will flow to the Company and the to§the item

can be measured reliably. The carrying amounteféplaced part is derecognised. All other cogtiserognised in
the income statement as an expense as incurred.

(iv) Depreciation
Depreciation is recognised in profit or loss ontraight-line basis over the estimated useful lisé®ach item of
operating assets. The estimated useful lives octhirent and comparative periods are as follows:

Useful Residual
life Value
Aircrafts 5-10 years 0-5 million DKK
Helicopters 11-16 years 0
Spare parts 17 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 residualesbre reviewed at each reporting date.
Land is not depreciated.

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

e. Intangible assets

() Intangible assets

Intangible assets are measured at cost less acai@miubmortisation and accumulated impairment losses
Amortisation is recognised in the income statemamta straight-line basis over the estimated uskfyek as
follows:

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

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

f. Prepaid aircraft acquisitions
Prepaid aircraft acquisitions consist of pre-paytmem Airbus aircraft that are still to be delivere

g. Leased assets
Atlantic Airways has entered into finance and ofiegaleasing contracts. Leasing contracts whergdhas of the
lease transfer substantially all the risks and fisnef the asset to Atlantic Airways are reportefinance leases.
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All other lease contracts are classified as opggd@ases. All operating leases are not recogruaetie Company’s
balance sheet.

h. Inventories

Goods for resale and supplies are measured abwer bf cost and net realisable value. The costw#ntories is
based on first-in first-out principle and includegenditure incurred in acquiring the inventoriediinging them to
their existing location and condition. Net realigabalue is the estimated selling price in the mady course of
business, less the estimated costs of completidrsalling expenses. Aircraft equipment is capi¢aliat the foreign
exchange rate ruling at the date of acquisition.

i. Trade receivables

Trade receivables are amounts due from customersnéchandise sold or services performed in thénaryg
course of business. If collection is expected ir gaar or less (or in the normal operating cycl¢hefbusiness if
longer), they are classified as current assetwtlfthey are presented as non-current assets.

Trade receivables are recognised initially at fatue and subsequently measured at amortisedusosg the
effective interest method, less provision for innp@nt.

J. Cash and cash equivalent

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

k. 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 orwtbeytogether as a group in a single transactihtlose liabilities
directly associated with the assets that will la@gferred in the transaction.

Assets are classified as held for sale if managemmas decided to sell the asset or disposal grodptaken the
necessary steps to carry out the sale, such thatairying 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 medsirthe lower of carrying amount or fair valueslessts to sell.
Assets are not depreciated or amortised from the when they are reclassified as held for salealmpent losses
on initial recognition as held for sale and gaing fosses on subsequent remeasurement at the ¢dwarrying
amount and fair value less costs to sell are rasednn the income statement in the items to witiely 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 ghatement of
financial position from which the asset or dispagaup was originally separated. This reclassiiicats made at
the carrying amount less any depreciation charpges would have been recognised if the asset hacheen
classified as held for sale.

[. Impairment

(i) Financial assets

A financial asset is assessed at each reportirg tdatietermine whether there is any objective exidehat it is
impaired. A financial asset is considered to besimga if objective evidence indicates that one orerevents have
had a negative effect on the estimated future flasls of that asset.

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

Individually significant financial assets are tesfer impairment on an individual basis. The renranfinancial
assets are assessed collectively in groups tha¢ stimilar credit risk characteristics. All impaient losses are
recognised in profit or loss.

An impairment loss is reversed if the reversal barrelated objectively to an event occurring atftey impairment
loss was recognised. For financial assets measdi@ahortised cost, the reversal is recogniseddfitpr loss.

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
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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 isydras an impact on the estimated future cashsfloiwother 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 atgnifuture 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 carryingoamt of an asset or its cash-generating unit excéeestimated
recoverable amount. Impairment losses are recadjisprofit or loss. Impairment losses recognisedeispect of
cash-generating units are allocated first to redneearrying 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 extéait the asset’s carrying amount does not exceeddatrging
amount that would have been determined, net ofedégtion or amortisation, if no impairment loss Haeen
recognised.

m. 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 reslearrent market
assessments of the time value of money and the sigcific to the liability.

(i) Overhaul commitments relating to aircrafts unde operating lease

With respect to the Company’s operating lease ageats, where the Company has a commitment to niaitita
aircraft, provision is made during the lease teomtlie 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.

n. Deferred income
Sold unused tickets and other prepayments aremiessas deferred income in the balance sheet.

0. Operating income

(i) Transport revenue

Passenger ticket sales are not recognised as mevemtil transportation has been provided. Sold né#ble
documents not used within twelve months from thentinaf sale are recognised as revenue. Sold nat, nemn-
refundable documents are recognised as revenuemtwths 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.

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

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

g. Finance income and expenses

Finance income comprises interest income on fumekssied, 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 extexttitls 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 probéim 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€ P
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.

t. Segment reporting

A segment is a distinguishable component of the @ow that is engaged in providing products or sewi
(business segments) and which is subject to risklsrawards that are different from those of otlegnsents. 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 helicoptertfléee majority of which are registered in Fardanss. Since the
Company’s aircraft fleet is employed flexibly acsdss route network, there is no suitable basialloicating such
assets and related liabilities to geographical ssgm

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

Segment results, assets and liabilities includmstelirectly attributable to a segment as well asé¢hthat can be
allocated on a reasonable basis. Unallocated itmnsprise mainly investments and related revenusaoand
borrowings and related expenses, corporate assetsemd office expenses, and income tax asset&aildies.

Segment capital expenditure is the total cost mecliduring the period to acquire property, plard aquipment,
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 2@1/& been applied in preparing these annual report
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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€sir values have been determined for measuremedibra
disclosure purposes based on the following methdtsen applicable, further information about theuasstions
made in determining fair values is disclosed inntbtes specific to that asset or liability.

(i) Derivatives

The fair value of forward exchange contracts isebdasn their listed market price, if available. Ifisted market
price is not available, then fair value is estindaby discounting the difference between the comtedcforward

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 ratenfrest is determined by reference to similarilitidss that do
not have a conversion option.

Segment reporting

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

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

Segment results include items directly attributatea segment as well as those that can be albbaatea
reasonable basis.

Aircraft Services
This segment, which consists of the Schedule Sesvand Charter Services, had 4 aircraft in seragkeat 31
December 2011, supported by 156 employees witbleeational base at Vagar.

Helicopter Services

In the Helicopter Services there were 2 helicopieiservice as at 31 December 2011 supported kyebple with
the operational base at Vagar.

Ratios

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

Cash Flow Statement

The cash flow statement is prepared using the éntimethod, showing cash flows from operating, $tivg and
financing activities for the year as well as than® changes in cash flows and cash and cash deguoisaat the
beginning and end of the year.

Cash flows from operating activities comprise prfss 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 additiondispbsal of
property, plant and equipment and other non-cumeséts.

Cash flows from financing activities comprise ficang from and dividend paid to shareholders as aslithe
arrangement and repayment of long-term liabilitidger than provisions.

Cash at the beginning and end of the period commash and short-term investments with no sigmifipaice risk
which easily can be exchanged into cash.
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Notes
2. Segment information
Aircraft Services Helicopter Services Total
(DKK 1,000) 2011 2010 2011 2010 2011 2010
Income statement
Net sales 407.654 358.342 27.868 43.448 435.523 401.790
Other income 115 555 0 325 115 880
Total revenue from external customers 407.769 358.897 27.868 43.773 435.638 402.671
Operating expenses 374.764 340.915 29.585 42.253 404.349383.168
Operating result 33.005 17.982 -1.716 1.520 31.288 19.503
Effects of associated companies - - - - 310 -488
Financial income 5.589 7.422 10 60 5.599 7.481
Financial expenses -8.336 -7.486 -1.366 -3.928 -9.702 404
Result before tax 30.259 17.918 -3.073 -2.348 27.495 B20
Income tax expense -4.949 -2.738
Profit 22.546 12.344
Balance sheet
Segment assets 329.480 269.584 52.205 140.947 381.685 410.532
Investment in associates - - - - 496 186
Segment liabilities and equity 358.837 334.312 23.344 6.406 382.181 410.718
Cash flows
Cash flows from operating activities 62.193 70.854 8z -8.777 83.065 62.077
Cash flows from investing activities -57.903 -27.625 8.478 -3.473 575 -31.098
Cash flows from financing activities -12.649 -6.790 3:563 -8.563 -66.212 -15.353
Other
Depreciations and amortisation 34.008 36.541 9.063 3.0 43.071 49.546
Geographical segments
Revenue comprises the following markets:
Faroe Islands Europe Total
2011 2010 2011 2010 2011 2010
Total revenue from external customers 263.219 224.500172.418 178.171 435.638 402.671
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Notes

3. Total revenue(DKK 1,000) 2011 2010
Passenger transport 301.238 268.353
Charter activity (fixed wing and rotor wing) 54.081 65.302
Cargo and mail 12.693 12.257
Other 41.314 32.316
SAR and Inter-Island services 26.195 23.561
Otherincome 115 880
Total 435.638 402.671
4. Flight expense $DKK 1,000) 2011 2010
Aircraft fuel -81.831 -65.615
Aircraft maintenance -22.966 -23.795
Passenger/aircraft charges -53.278 -46.481
Handling and catering costs -22.182 -23.819
Cancellations and diversions -8.809 -9.167
Other costs -81.595 -75.300
Total -270.660 -244.177
5. Specification of numbers of passengers: 2011 2010
Passengers fixed wing, scheduled services 193.450 186.624
Passengers fixed wing, charter 61.664 23.710
Passangers fixedwing 255.114 210.334
Passengers by Helicopters 5.343 9.323
Total passengers 260.457 219.657
Block hours:
Aircraft, block hours, scheduled services 6.115 6.048
Aircraft, block hours, charter 2.075 1.173
Total aircraft block hours 8.189 7.221
Helicopters 624 923
Total airborne hours 8.813 8.144
Income owerseas:
BExport value in DKK 172.418.101 178.171.047
BExport value in % 40% 44%
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6. Employee expe nditure $DKK) 2011 2010
Wages and salaries -77.545.180 -77.684.627
Pensions -6.653.360 -6.314.496
BExpenses for social security -2.835.491 -2.305.798
Other employee expenditures -3.583.878 -3.139.767
Bonus 0 0
Share-based payments 0 0
Total -90.617.909 -89.444.687
Salaries and compensations paid to Management anc&rd:
Management, Wages and salaries 2.082.780 2.082.780
Management, Pensions 280.440 280.440
Management, Bonus 655.430 122.628
Management, Share-based payments . .
Board, Wages and salaries 920.000 965.000
Board, Bonus - -
Board, Share-based payments - -
Total 3.938.650 3.450.848
Number of employees 166 167
7. Depreciation, amort. and impairme nts(DKK) 2011 2010
Amortisation of intangible assets -2.705.350 -2.521.483
Impairments of intangible assets 0 0
Depreciation of tangible assets -40.365.652 -39.050.245
Impairments of tangible assets 0 0
Depreciation of assets held for sale 0 -6.896.333
Impairments of assets held for sale 0 -1.078.386
Total depreciation, amortisation and impairments -43071.002 -49.546.447
8. Financial income(DKK) 2011 2010
Interest, cash, etc. 1.378.934 1.148.757
Dividends 0 0
Profit from options 0 2.404.159
Other interest income 178.419 32.168
Currency adjustments 4.041.633 3.896.256
Total 5.598.986 7.481.341
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Notes

9. Financial expensegDKK) 2011 2010
Interest on long term loans -2.527.117 -5.172.668
Other interest expenses -1.627.444 -1.326.017
Currency adjustments -5.547.332 -4.915.257
Total -9.701.893 -11.413.942
10. Auditors remuneration (DKK) 2011 2010
Audit 240.000 245.000
Other services 336.390 134.235
Total 576.390 379.235
11. Income tax(DKK) 2011 2010
Taxes -6.970.291 0
Changes in deferred taxes during the year 2.021.153 -2.737.761
Total taxes -4.949.138 -2.737.761
Deferred taxes as of Jan 1st 28.314.121 25.402.625
Changes in deferred taxes during the year -2.021.153 2.737.761
Taxes recognised in equity 1.598.470 173.735
Transferred to assets held for sale 0 -7.075.593
Deferredtax at the end of the year 27.891.438 21.238.528
Taxes from net profit/loss for the year:
Calculated 18% taxof result before taxes 4.949.139 2.714.705
Adjustments from previous years 0 23.056
Dividend from other shares 0 0
Total 4.949.139 2.737.761
Effective tax percent 18% 18%
Provisions for deferred tax comprises:
Property, plant and equipment 25.884.843 30.521.618
Financial assets 24.819 21.609
Receivables -63.000 -54.000
Derrivatives 2.044.775 446.305
Taxloss carried forward 0 -2.621.411
Transferred to assets held for sale 0 -7.075.593
Total 27.891.438 21.238.528
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Notes
12. Intangible assetgDKK)
Development
2011 expenditures Software Total
Acquisition value as of Jan 1st 0 14.557.412 14.557.412
Additions during the year 2.107.885 1.305.143 3.413.028
Disposal during the year 0 -422.476 -422.476
Acquisition value as of December 31st 2.107.885 15.440.078 17.547.964
Amortisations as of Jan 1st 0 -9.088.195 -9.088.195
Amortisations during the year 0 -2.705.350 -2.705.350
Amortisations of disposal 0 422.476 422.476
Amortisations as of December 31st 0 -11.371.069 -11.371.069
Book value as at December 31st 2011 2.107.885 4.069.010 6.176.895
Development
2010 expenditures Software Total
Acquisition value as of Jan 1st - 14.500.740 14.500.740
Additions during the year - 1.181.370 1.181.370
Disposal during the year - -1.124.698 -1.124.698
Acquisition value as of December 31st - 14.557.412 14.557.412
Amortisations as of Jan 1st - -7.691.410 -7.691.410
Amortisations during the year - -2.521.483 -2.521.483
Amortisations of disposal - 1.124.698 1.124.698
Amortisations as of December 31st - -9.088.195 -9.088.195
Book value as at December 31st 2010 - 5.469.217 5.469.217
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Notes
13. Tangible assetgDKk)
Hangar,
Aircraft and Operating buildings
2011 maintenance  Spare parts Equipment and land Total
Acquisition value as of Jan 1st 233.932.901  39.396.732 10.844.781  47.214.671  340.389.08
Additions during the period 12.247.589 251.558 2444374 196.715 15.140.236
Disposal during the period -145.919.205 -5.808.807 -2.497.940 0  -154.225.952
Transfer to/from assets held for sale  138.202.540 0 0 0 138.202.540
Acquisition value as of Dec. 31st 238.463.825  33.839.483 10.791.215  47.411.386  339.505.90
Depreciations and write-downs as of 111 55 535 2588020  -12.483.010  -8.722.112  -1562BE
Jan 1st
Depreciations and write-downs -35.319.597  -1.114.457 2051435  -1.880.163  -40.365.65
during the period
Depreciations and write-downs of 82.566.436 1.308.528 2.033.296 0 85.908.260
disposa
Transfer to/from assets held for sale  -74.849.771 0 0 0 -74.849.771
Depreciations andwrite-down as of ;39 158 165 .22.304.850  -12.501.158  -10.602.275  -DBAE8
December 31st
Book value as at Dec. 31st 2011 99.335.661  11.444.633 7290057  36.809.111  154.879.461
Hangar,
Aircraft and Operating buildings
2010 maintenance  Spare parts Equipment and land Total
Acquisition value as of Jan 1st 384.907.503  41.258.941 21.011.262  47.214.671  494.382.37
Additions during the period 19.042.972 624.446 475.596 0 20.143.015
Disposal during the period .31.815.034  -2.486.655 -1.642.077 0 -35.943.766
Transfer to/from assets held for sale -138.202.540 0 0 0 -138.202.540
Acquisition value as of Dec. 31st 233.932.001 _ 39.396.732 10844.781  47.214671  340.389.08
Depreciations and write-downs as of 176219 953 23322506  -11.920.265  -6.760.010  -2DB7E3
Jan 1st
Depreciations and write-downs 41440084  -1.417.946 22204831  -1.962.102 -47.024.96
during the period
Depreciations and write-downs of 31.815.034 2.151.532 1.642.077 0 35.608.643
disposa
Transfer to/from assets held for sale 74.849.771 0 0 0 74.849.771
Depreciations andwrite-downas of 111 555535 92588020  -12.483.010  -8.722.112  -1562BB
December 31st
Book value as at Dec. 31st 2010 122.407.669  16.807.812 7361762 38492559  185.069.802
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14. Insurance valug(DKK) Insurance value  Carrying amount
Aircraft and helicopters 273.000.000 110.780.294
Other equipment * 44.099.167
154.879.461

Total
*Replacement value

15. Prepaid aircraft acquistions

Prepaid aircraft acqusitions in the balance sleefeirithe purchase of one Airbus A319 aircraftéodelivered in March
2012.
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Notes

Investmentin

2011 associates*
Acquisition value as of Jan 1st 570.000
Additions during the period 0
Disposal during the period 0
Acquisition value as of December 31st 570.000
Revaluations and share of result as of Jan 1st -383.947
Revaluations during the period 130.006
Share of result in last year 179.827
Additions during the period 0
Disposal during the period 0
Revaluations as of December 31st -74.114
Book value as at December 31st2011 495.886

Investmentin

2010 associates*
Acquisition value as of Jan 1st 570.000
Additions during the period 0
Disposal during the period 0
Acquisition value as of December 31st 570.000
Revaluations and share of result as of Jan 1st 104.267
Revaluations during the period
Share of result in last year -488.214
Additions during the period 0
Disposal during the period 0
Revaluations as of December 31st -383.947
Book value as at December 31st 2010 186.053
Summary of aggregate financial information for investments in associates
P/F Green Gate Incoming P/F Gjaargardur Total
Domicile: Térshavn Domicile: Gjogv
Share capital:500.000 DKK Share capital:1.200.000 DKK
Company's portion49% Company's portion27%
Assets 2.193.701 Assets 9.989.987 12.183.688
Equity 902.423 Equity 198.883 1.101.306
Liablities 1.291.278 Liablities 9.791.104 11.082.382
Net profit 296.753 Net profit 127.476 424.229
Company's portion Company's portion
Equity 442.187 Equity 53.698 495.886
Net profit 145.409 Net profit 34.419 179.827
*According to the latest financial statements.
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2011 Other shares
Acquisition value as of Jan 1st 1.159.791
Additions during the period 0
Disposal during the period -22.000
Acquisition value as of December 31st 1.137.791
Revaluations and share of result as of Jan 1st 0
Revaluations during the period 0
Share of result in last year 0
Additions during the period 0
Disposal during the period 0
Revaluations as of December 31st 0
Book value as at December 31st 2011 1.137.791

2010

Other shares

Acquisition value as of Jan 1st 1.159.791
Additions during the period 0
Disposal during the period 0
Acquisition value as of December 31st 1.159.791
Revaluations and share of result as of Jan 1st 0
Revaluations during the period 0
Share of result in last year 0
Additions during the period 0
Disposal during the period 0
Revaluations as of December 31st 0
Book value as at December 31st 2010 1.159.791
18. Inventorie s (DKK) 2011 2010
Inventories 3.200.645 2.666.257
Write-downs of inventories 0 0
Inventories total 3.200.645 2.666.257
19. Trade receivable gDKK) 2011 2010
Trade receivables 22.598.384 36.754.294
Write-downs of trade receivables -350.000 -300.000
Trade receivables total 22.248.384 36.454.294
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20. Pre payme ntgDKK) 2011 2010
Prepaid rental expences 90.449 142.208
Other prepayments 2.669.248 1.604.289
Prepaymens total 2.759.697 1.746.497
21. Other receivable SDKK) 2011 2010
Deposit 818.558 618.369
Other receivables 1.129.056 179.280
Other receivables total 1.947.614 797.649
22. Other shares "available-for-salgDKK) 2011 2010
Value as of Jan 1st 976.500 729.000
Additions during the period 0 0
Disposal during the period 0 0
Net gains/losses transfer to equity -270.000 247.500
Value as of December 31st 706.500 976.500
The category other shares "available-for-sale"prigas of listed shares in
Atlantic Petroleum. The share are denominated it DK
23. Derivative financial instrume nts (DKK) 2011 2011 2010 2010

Assets Liahilities Assets Liabilities
Forward foreign exchange contracts 11.651.090 - 2.245.364 -
Fuel oil swap tranactions 291.227 234.110 -
Derivatives total 11.651.090 291.227 2.479.474 -
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24. Assets held for sale
At 31st December 2011 no assets were classifibeldsfor sale.
At 31th December 2010, assets held for sale coegpEs aircraft, a helicopter and maintenance.

The company decided in 2010 to sell one BAE 14éraft. Delivery was in April 2011. As at 31 Decemi2®10 this
aircraft was in the Aircraft Service segment. Thké#irsg price was expected to be lower that theytagr amount of the
assets held for sale. Accordingly impairment losgeBKK 1.1 million was recognised in the incomatsment of 2010
when the asset was classified as held for salet AsApril 2011 the sale was changed to a finaeade agreement.

The company decided in 2010 to sell one AW 13%belier. This was to reduce the expose in the Hazasegment. The
helicopter was delivered in January 2011. Therggltirice was expected to be lower that the carrgimgunt of the asset
held for sale. Accordingly impairment losses of DKK. million was recognised in the income statenoé2010.

Mortgage loan amounted to DKK 49 million in 2010smalated to the financing of the helicopter. Thevjsion for
deferred taxes related to the disposion of thetabsdd for sale amounted to DKK 7.1 million.

2011 2010
Aircraft and maintenance 0 63.352.769
Assets held for sale total 0 63.352.769
Mortagage loans 0 49.000.000
Provision for deferred taxes 0 7.075.593
Total liabilities ass. with assets held for sale 0 56.075.593

25. Equity

Share capital
The share capital amounting to DKK 103.500.00Gv&ldd in 1.035.000 shares of DKK 100. The shareshat 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 tadlify for
recognition as a cash flow hedge and where thedtktignsaction has not been realised.

Revaluation reserve shares
Unrealised gains and losses arising from changeherfair value of financial assets classified aailable-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 a&parate item under equity named: Proposed divideraposed dividends
are recognised as a liability when the proposeitldids are adopted at the annual general meeting.
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26. Own shares

Number

Nominal value

% of Share capital

31.12.2011 31.12.2010

31.12.2011 31.12.2010

31.12.2011 31.12.2010

1.Jan 11 11.1112 11.111 1.111.100 1.111.100 1% 1%
Addition o o o (0] 0% 0%
Disposal 0 0 0 0 0% 0%
31-des-11 11.111 11.111 1.111.100 1.111.100 1% 1%

27. Revaluation reserve share®kKk) 2011 2010
Reserwve as of Jan 1st 504.000 256.500
Adjustment for the period -270.000 247.500
Revaluations 0 0]
Reserwve at the end of the year 234.000 504.000
28. Retained earminggDKK) 2011 2010
Retained earnings opening 90.450.248 85.606.313
+ Dividend own shares 80.514 0
+ Net profit 22.546.076 12.343.936
- proposed dividend -7.000.000 -7.500.000
Total 106.076.838 90.450.249
29. Deferred income and accrualgdkk) 2011 2010
Deferred income, tickets 18.517.876 17.217.381
Holiday allowances 4.762.580 4.484.193
Accruals 3.751.736 7.382.126
Total 27.032.192 29.083.700
30. Non-current and current liabilities (DKK)
Due for
Liab. Dec. 31st Shorttermliab. payment after LiabDec. 31st
2011 0-1 year 5 years 2010

Mortgage loans 46.884.416 10.382.500 781.25056.596.362
Provision for deferred taxes 27.891.438 (0] 0 21.238.528
Trade payables 23.485.380 23.485.380 020.236.366
Deferred income and accruals 27.032.192 27.032.192 29.083.700
Derivatives 291.227 291.227 0] o
Liabilties ass. with assets held for sale o (0] 0 56.075.593
Total non-current and current liab. 125.584.653 61.191.299 781.250 183.230.550
Specified as follows:
Current liabilities 68.161.590 115.778.159
Non-current liabilities 64.393.354 67.452.390

The company has not had any defaults of principtdrest or other breaches with respect to thafnilities during the

period (2010: the same).
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31. Mortgaging and contingent liabilities etc.
Aircraft with a book value as at 31 December 20fLDKK 99 million are mortgaged.

The company has entered into a contract with Airbbsut purchasing an aircraft for US$ 43 millidhe company has so
far paid up front US$ 14.6 million. The deliverytbe first aircraft is expected to be in March 20AZancellation of the
contract with Airbus is possible, but in that ct#se prepayment will be lost.

The company is obligated to pay a sum of DKK 5.Hion a year until 30 September 2013 for the leafsene aircraft.
The leasing rate in 2013 is amounting to DKK 3.@iami.

32. Off-balance sheet items

Leases as lessee

As a lessee the company has in place an operatisg lon one aircraft at the end of December 20ddsd_payment for the
financial year 2011 amounted t05.368.704 DKK. Tdwsk payments is included in the flights expens#seiincome
statement. At the end of December 2011 the leasgsagable as follows:

Total aircraft (DKk) 2011 2010
No later than 1 year 5.368.704 5.368.704
1-5years 4.026.528 9.395.232
Later than 5years 0 0
Total 9.395.232 14.763.936

Leases as lessor

As a lessor the company has leased out an aianmattlease (operating lease) purchase agreemihet ebd of December
2011. Lessee income for the financial year 201 1wanem to 2.710.819 DKK. The lease payments isigead in revenue
in the income statement. Contracted lease at yehwere as follows:

Total aircraft (DKK) 2011 2010
No later than 1 year 2.929.153 2.861.705
1-5years 1.464.576 4.292.558
Later than 5 years 0 0
Total 4.393.729 7.154.263

33. Leases as lessor

As a lessor the company has lease out an aircnaét lease (finance lease) purchase agreement anthef December

2011. Lessee income for the financial year 2011 uantea to 1.594.137 DKK Contracted lease at year ware as
follows:

Total aircraft (DKK) 2011 2010
No later than 1 year 1.896.048 1.515.591
1-5years 0 1.852.389
Later than 5 years 0 0
Total 1.896.048 3.367.980
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34. Directors and Management at year-end 2011 anteir related parties holdings of
shares in P/F Atlantic Airways

Board of Directors Position Number of shares Relatedgties nominal value
Bjarni A. Bjarnason Chairman 0 0 0
Kaj Johannesen Deputy Chairman 0 0 0
Jens W. Willumsen Boardmember 0 0 0
Tezz Tordsdotter Ohlsson Boardmember 0 0 0
Ingi S. Joensen Boardmember 197 19.700
Olaf S. Poulsen Boardmember 383 38.300
Total 580 0 58.000
Management
Magni Arge CEO 0 5747 574.700
Marius Davidsen CFO 1.450 0 145.000
Total 1.450 5.747 719.700
35. Remuneration of Board of Directors and Manage nma (DKK)
Board of Directors 2011 2010
Bjarni A. Bjarnason (Joined the Board 23 April 2009 Fixed salary 240.000 240.000
Kaj Johannesen (Joined the Board 23 April 2009) ixedFsalary 195.000 180.000
Jens Wittrup Willumsen (Joined the Board 23 A02) Fixed salary 125.000 185.000
Tezz Tordsdotter Ohlsson (Joined the Board 25 Maedio) Fxed salary 120.000 90.000
Ingi S. Joensen Fixed salary 120.000 120.000
Olaf S. Poulsen (Joined the Board 29 October 2010) ixed Balary 120.000 20.000
Verna Rasmussen (Resigned the Board 29 Octobe)y 2010 Fixed salary - 100.000
Petur J. Eiriksson (Resigned the Board 25 ApriD201 Fixed salary - 30.000
Total 920.000 965.000
Management
Magni Arge Fixed salary 1.157.100 1.157.100
Pensions 171.000 171.000
Bonus 393.258 73.577
Marius Davidsen Fixed salary 925.680 925.680
Pensions 109.440 109.440
Bonus 262.172 49.051
Total 3.018.650 2.485.848
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36. Management or board duties in other companie sylBoard of Directors and Management

Board of Directors Position Management or board duties
Bjarni A. Bjarnason Chairman

KT -felagio Chairman of the board

BAB Sp/f CEO

Birting Member of the board

Kaj Johannesen

Deputy Chairman

The Faroese Tax Tribunal

Member of the board

Jens Wittrup Willumsen

Boardmember

Air Greenland A/S
Mediehuset Ingenigren A/S
Index

Visit Denmark

Charlotte Sparre A/S

Chairman of the board
Chairman of the board

Chairman of the board

Deputy Chairman of the board
Member of the board

Aqualift A/S Member of the board
SKAKO A/S Member of the board
Sumisura A/S Member of the board

Dansk Danse Teater

Member of the board

Tezz Tordsdotter Ohlsson Boardmember

Svenska Direktflyg AB CEO

Direktflyg NUF CEO

Direktflyg AS CEO
Ingi S. Joensen Boardmember

Spf. Sam CEO

Spf. Plys Member of the board
Olaf S. Poulsen Boardmember None
Management
Magni Arge CEO

Eurest Fgroyar P/F

Faroese Employers' Association
Green Gate Incoming P/F
Faroe Island T ourist Board

Utferdir P/F

Chairman of the board
Member of the board
Member of the board
Member of the board

Member of the board

Marius Davidsen

CFO

None
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37. Related parties

Control: Basis of influence

Vinnumalaradid (Ministry of Industry), Tinganes 0106rshavn Majority shareholder

Significant influence:

The Company has in 2011 provided helicopter sesvioghe Faroese Ministry of
Industry amounted to DKK 8.2 million (2010: DKK @aillion) and to the Faroese
Ministry of Fisheries amounted to DKK 17.4 millig2010: DKK 14 million). The
Company has not granted loans, provided secuetpurse guarantee or guarantee
obligations to the principal shareholder.

All transactions are priced on an arm's lengthdasi

The Company has not traded with, granted loansjigeed 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 16)
P/F Gjaargarour (Note 16)

The Company has not been involved in trade of paei importance with associated
companies. The Company has not granted loans,grd\decurity, recourse guarantee
or guarantee obligations to the associated companie

Transactions with associates are priced on an &nigh basis.

38. Cash and cash equivalent®Kk) 2011 2010
Cash and cash equivalents 98.572.270 81.144.716
Total 98.572.270 81.144.716
39. Additional cash flow information (DKK) 2011 2010
Interest paid -4.154.560 -6.498.685
Taxpaid 0 0
Interests received 1.557.353 1.180.926
Total -2.597.208 -5.317.760
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40. 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 UGSapital
expenditure on aircraft, fuel, aircraft and helimrgnsurance, and maintenance expenditure areyriaitUSD. Operating
revenue is mainly in DKK.

The company continually evaluates the exposuradbange rate fluctuations.

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

Approximately 9% of the estimated payments in US2012 have been hegded, mainly to a fixed excheatge In 2011
were 38% of the payments in USD hedged using fiaéek.

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

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
2011
USD/DKK 874.195 8.025.662 10.991.804 -18.143.271 10% 81448 -1.487.748
EUR/DKK 6.891.174 3.391.106 0 3.500.068 10% 287.006 2&7.00
GBP/DKK 4.242.075 621.095 0 3.620.980 10% 296.920 296.920
NOK/DKK 2.984.292 582.134 0] 2.402.158 10% 196.977 196.977
SEK/DKK (0] 38.287 0] -38.287 10% -3.140 -3.140
ISK/DKK 0 158.780 0 -158.780 10% -13.020 -13.020
CHF/DKK 0] 60.423 0 -60.423 10% -4.955 -4.955

14.991.737 12.877.487 10.991.804 -8.877.554
2010
USD/DKK 15.219.815 6.438.437 2.033.169 6.748.209 10% IEB. 553.353
EUR/DKK 4.001.688 4.520.425 0 -518.737 10% -42.536 -42.536
GBP/DKK 26.854.097 744.881 0 26.109.216 10% 2.140.956 @966
NOK/DKK 3.785.066 490.872 0] 3.294.195 10% 270.124 270.124
SEK/DKK (0] 0 0] 0 10% 0] 0
ISK/DKK 0 72.222 0 -72.222 10% -5.922 -5.922
CHF/DKK 0 299 0 -299 10% -24 -24
49.860.666 12.267.136 2.033.169 35.560.361

The figures only indicate the currency exposuréhatbalance sheet date which is not considereegseptative for the
entire exposure due to seasonality.

Annual Report 2011

Page77



3 ATLANTIC AIRWAYS

Notes

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 significapbsure to fluctuations in the price of fuel.

A part of the fuel price increases are being reedupy levying surcharges on passengers. The compaingains a policy
of hedging up to 50% of estimated fuel expenses. ddmpany has hedged approximately 26 % of estihfatd costs for
2012 against price changes. At the end of 201 Troappately 39 % of the year’s total fuel consumptisas hedged.

Below, a hypothetical effect on profit/loss for thear due to fairly probable changes in fuel priselustrated. Equity is
affected to the same extent as the effect on fosf# 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 umgha sales levels, cost structure and interestaagds.

Increase in fuel Effect on profit Effect on profit
prices before tax2011 before tax 2010
Million DKK
Fuel prices 10% -8,2 -6,6

Interest rate risk

The company is exposed to interst rate risks tHiongestments and financing. The intension of therest rate risk
management is to limit the negative effects ofrierate fluctuation on the earnings and optirttiseratios between fixed
and floating interest rate and the duration ofregébearing liabilities.

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

2011 2010
(DKK 1.000) Floatlng leed Total Floating interest rateFIXed Interest Total
interest rate interest rate rate
Cash and cash 98.572 98.572 81.145 81.145
equivalents
Loans 34.094 12.791 46.884 80.500 25.096 105.596

An increase in interest rate levels of 1% per anwompared with the actual interest rates of the yeauld other things
being equal have had a hypothetical negative effirdhe profit/loss for the year after tax and ggat year-end of DKK
0.3 million compared to DKK 0.8 million the previoyear.

A significant assumption for the above sensititalysis is that the indicated sensitivities arsebaon 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 ity requirements.

The company’s liquidity as at 31th December 201k WK 95 million compared to DKK 81 million as oflth
December 2010.
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Cash and cash equivalents primarily comprise sieont- bank deposits. Bank deposits carry interet. H6-1.5% per
annum. The liquidity is affected be seasonal flatians.

The company’s equity is high in proportion to tosaisets. The equity ratio was 65% at year-end caadp® 55% the
previous year.

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

2011
(DKK 1.000) Carrying Conracwal () cars  1-3years  3-5years > 5years
) amount cash flows y y y y
Trade payables 23.485 23.485 23.485
Loans 46.884 52.658 12.528 23.628 15.720 781
Off balance sheet
liabilities
Operating lease payments 0] 9.395 5.369 4.027 0 0
Pre-delivery payments 0 147.575 147.575 0 0 0
Total 70.370 233.113 188.957 27.655 15.720 781
2010
Carryi Contractual
(DKK 1.000) arrying onfractua 0-1years 1-3 years 3-5 years > 5 years
amount cash flows
Trade payables 20.236 20.236 20.236
Loans 105.596 112.409 62.377 23.994 21.073 4.965
Off balance sheet
liabilities
Operating lease payments 0 14.764 5.369 9.395 0 0
Pre-delivery payments 0 196.684 49.110 147.575 0 0
Total 125.832 344.093 137.092 180.964 21.073 4.965

The analysis is based on all undiscounted cashsflamcluding estimated interest payments. IntepEstments are
estimated based on current market conditions.

Pre-delivery payments in 2012 in connection withchase of A319 is amounting to USD 28.4 million.
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Credit risks
The company is exposed to credit risks throughogisrations, primarily attributable to trade recéles. The company
monitors on an ongoing basis the credit risks expodrom all large customers. Credit risks managene based on
internal credit limits. A considerable part of tbempany’s current receivables are distributed onyrsmall customers.
Historically the company has had relatively smafises due to customers’ non-payment. The compamgiémum credit
risks are reflected in the carrying amounts ofitltvidual assets included in the balance sheebsksv;

2011 2010
Trade receivable 22.248.384 36.454.294
Other shares "available-for-sa 706.500 976.500
Cash and cash equivalents 98.572.270 81.144.716
Total 121.527.153 118.575.510
The aging of trade receivables at 31th Decemberasdsllows:
Impairment losses Gross Impairment Gross I mpairment
2011 2011 2010 2010
Not past due 11.957.166 0 9.579.517 0
Past due 0-30 days 3.438.545 1.092  4.107.066 0
Past due 31-120 days 2.290.042 11.086 20.592.108 0
Past due 121-365 days 4.091.399 109.387 760.137 42.408
More than one year 1.116.574 228.434 1.415.465 257.592
Imperial losses total 22.893.727 350.000 36.454.293 300.000

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

2011 2010
Impairment 1 January 300.000 2.700.000
Impairment loss recognised in the period 50.000 -2.400.000
Impairment 31th December 350.000 300.000

Based on historical default rates, the Companyelseti 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 recedgisl used to record impairment losses unless tinep@ny is satisfied
that no recovery of the amount owing is possibtethat point the amount is considered irrecoveralnle is written off
against the financial asset directly.

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

Hegde accounting
The company applies a number of derivative findnicistruments for hedging of financial risks. Thengany applies
financial instruments for hedging of future casiwi in connection with purchases in foreign curieneand 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 scaywithl 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 &pisaT otal capital is
calculated as “equity” as shown in the balance tgbkes net debt.
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The gearing ratios at 31 December 2011 and 2016 agfollows:

(DKK) 2011 2010
M ortgage loans 46.884.416 56.596.362

- Cash and cash equivalents -98.572.270 -81.144.716
Net debt -51.687.854 -24.548.354
Total equity 249.625.927 249.625.927
Total capital 197.938.073 225.077.573
Gearing ratio -26% -11%

41. Financial instruments and fair values

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

2011 2011 2010 2010
DKK. 1000 Carrying Fair value Carrying Fair value
( ) ) amount amount
Trade receivables 22.248 22.248 36.454 36.454
Other shares "available-for-sale" 707 707 977 977
Derivatives 11.651 11.651 2.479 2.479
Cash and cash equivalents 98.572 98.572 81.145 81.145
Total Assets 133.178 133.178 121.055 121.055
Mortgage loans 46.884 46.884 105.596 105.596
Trade payables 23.485 23.485 20.236 20.236
Derivatives 291 291 0 0
Total Liabilities 70.661 70.661 125.833 125.833

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

42. Eamings per shareDKK) 2011 2010
Net Profit/Loss for the year 22.546.076 12.343.936
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) 22,02 12,06
Diluted earnings per share (DKK) (EPS-D) 22,02 12,06

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

The board proposes for approval at the Annual Gédeeting that a dividend of DKK 7 million is paid shareholders
(6,763 DKK per share). The Annual General Meeting3@ March 2011 agreed on the proposal of the Bohmirectors

to pay the company’s shareholders a dividend of DKX million (7.25 DKK per share). The dividend waaid on 12

April 2011.

The company has not received divident from assegiabmpanies and other shares in 2011 (2010: the)sa

44. Seasonality

The airline industry is highly seasonal. Revenwenfischeduled services are normally higher in tire tfuarter and lower
in first and fourth quarter due to significanthgher demand during the summer. A breakdown of tmpany’s income
statement during five quarters is specified below.

Q4 2011 Q32011 Q22011 Q12011 Q42010

INCOME STATEMENT (DKK 1,000)

Total Revenue 98.443 133.910 118.833 84.451 97.468
Flight expenses -62.761 -80.296 -73.415 -54.188 -56.924
Employee expenditures -23.258 -23.901 -22.516 -20.944 -22.540
Result before depr., amort. and impairm. (EBITDA) 12425 29.713 22.902 9.320 18.004
Depreciations, amortisations and impairment -12.013 10.858 -10.567 -9.634 -11.455
Result before financial items (EBIT) 412 18.855 12.335 -314 6.549
Net financial items -305 -984 -527 -2.287 -1.288
Share of p/l of ass. companies 0 0 310 0 -488
Result before tax (EBT) 107 17.872 12.118 -2.602 4773
Tax -19 -3.217 -2.181 468 -859
Profit 88 14.655 9.937 -2.133 3.914

45. 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.
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Stock Exchange Announcement

The company has sent the following announcementietdStock Exchange in the financial year 2011 aig March
2012. Please refer toww.atlantic.foon where the announcements can be read in {uii.

2011
Date Headline
03-03-2011 Annual Report 2010
14-03-2011 Annual General Meeting
31-03-2011 Result of Annual General meeting
31-03-2011 Constitution of the Board of Directors
12-05-2011 1 Quarter Report 2011
25-08-2011 Half-Year Report 2011
18-10-2011 Statement regarding the privatisation of Atlantioways
10-11-2011 Financial Calendar 2012
10-11-2011 1-3 Quarter Report 2011
22-12-2011 Revised Financial Calendar 2012
2012
Date Headline
23-01-2011 Atlantic Airways wins contract to provide Statoit bogistics service
23-01-2011 Atlantic Airways and Faroese government sign a feaw year

contract on SAR and domestic helicopter service
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Definitions

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

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, amaiivns and leasing cost as a percentage of revenu

EBITDA
Operating income before interest, tax, depreciatamd amortizations.

ETS
EU Emissions Trading Scheme

Load factor
RPK divided by ASK. Describes the utilisation o thvailable seats.

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 distahey 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 wittmrmendations from the Danish Society of InvestrRenfessionals
(Den Danske Finansanalytikerforening).
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