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Endorsement and Statement by the Board
of Directors and the CEO

The condensed consolidated interim financial statements of Icelandair Group hf. for the period from 1 January to
31 March 2014 have been prepared in accordance with International Financial Reporting Standards (IFRSs) for
Interim Financial Statements (IAS 34). The interim financial statements comprise the consolidated interim financial
statements of Icelandair Group hf. (the "Company") and its subsidiaries together referred to as the "Group". The
condensed consolidated Interim financial statements are stated in thousands of USD.

According to the consolidated statement of comprehensive income, loss for the period from 1 January to 31 March
amounted to USD 26.7 million. Total comprehensive loss for the period was USD 28.3 million. According to the
consolidated statement of financial position, equity at the end of the period amounted to USD 298.7 million,
including share capital in the amount of USD 40.6 million. Reference is made to the notes to the consolidated
statement of changes in equity regarding information on changes in equity.

Statement by the Board of Directors and the CEO

The condensed consolidated interim financial statements for the three months ended 31 March 2014 have been
prepared in accordance with International Financial Reporting Standards (IFRSs) as adopted by the EU and
additional Icelandic disclosure requirements for consolidated financial statements of listed companies. The
condensed consolidated interim financial statements have not been audited or reviewed by the Company's
independent auditors.

According to our best knowledge it is our opinion that the condensed consolidated interim financial statements
give a true and fair view of the financial performance of the Group for the three month period ended 31 March
2014, its assets, liabilities and consolidated financial position as at 31 March 2014 and its consolidated cash flows
for the period then ended.

Further, in our opinion the condensed consolidated interim financial statements and the endorsement of the Board
of Directors and the CEO give a fair view of the development and performance of the Group's operations and its
position and describes the principal risks and uncertainties faced by the Group.

The Board of Directors and the CEO have today discussed the condensed consolidated interim financial
statements of Icelandair Group hf. for the period from 1 January to 31 March and confirm them by means of their
signatures.

Reykjavik, 30 April 2014.

Board of Directors:

Sigurdur Helgason, Chairman of the Board
Ulfar Steind6rsson

Asthildur M. Otharsdattir

Elin Jonsdottir

Katrin Olga J6hannesdottir
Magnus Magnusson

CEO:

Bjorgolfur J6hannsson
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Consolidated Statement of Comprehensive Income
for the period from 1 January to 31 March 2014

Notes 2014 2013
1.1.-31.3. 1.1.-31.3.

Operating income

TrANSPOI FEVEINUE ...evvieiiieeieeieeeeeieeeeeeeeeeeseseseeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeseseeeseseeesesesesasesesnenes 6 121.580 110.067
Aircraft and airCreW lease ..........ocovvviiiiiiii 21.961 28.352
Other OPEerating FEVENUE ........uuviiiiee ittt ee e ettt e e e e e et e e e e e e st r e e e e e s ssaaraaeeaaenan 6 47.736 34.626

191.277 173.045

Operating expenses

Salaries and other personNel EXPENSES ........vveeeiiiiiiiiieee e 7 60.889 52.280
Aircraft fuel ... 47971 43.596
Aircraft lease 6.007 9.638
Aircraft handling, landing and commUNICAtION ..........c.oooiiiiiiiiiiiiiiee e 14.372 12.676
Aircraft maintENANCE EXPENSES .....uvviiiieeeiiiiiiiiie e e ettt e e e e e s st e e e e e e s ssbaareaaeeaseasannnes 21.067 18.403
Other OPerating EXPENSES ........ueiiiiieii ittt ea e e ettt e e e e e e s ateeeeaaeeaaasneeeeeaeesaannnnnneaaaaaaan 7 54.275 44.766

204.581 181.359
Operating loss before depreciation and amortisation (EBITDA) .....ccccceevveeeinnrenn, ( 13.304) ( 8.314)
Depreciation and amortiSAtION ...........cooiiiiiiiiiiie e ( 17.296) ( 14.684)
Operating loss before net finance (costs) income (EBIT) ...ocovcvviiiiiieiiiieeeiiieeenn, ( 30.600) ( 22.998)
FINANCE INCOME ... et e e ettt e e e e e et e e e e e e s annnnneeeaaaaan 460 2.550
[ 10 T= L (o= N o 1] £ ST PPPPPN ( 3.147) ( 2.521)
Net fiNanCe (COSES) INCOME ..oiiiiiiiiiiiiiee e e e e et a e e e e e e 8 ( 2.687) 29
Share of (loss) profit of associates, Net Of taX ... ( 75) 46
LOSS DEfOre taX ....ccccceiiiiiiiiiiiii s ( 33.362) ( 22.923)
INCOME TBX ..eiiiiiiiiii it s 6.641 4.634
LOSS fOr the Period ... ( 26.721) ( 18.289)

Other comprehensive loss:

Currency translation differeNCES ........ccieiiiiiiiiiii e 752 1.066
Net profit on hedge of investment, Net Of taX ... 47 87
Effective portion of changes in fair value of cash flow hedge, net of tax .................... ( 2.347) 396
Other comprehensive (loss) profit for the period .........ccccooviiiinen ( 1.548) 1.549
Total comprehensive 0SS for the Period ..........cccceviiiieniic i ( 28.269) ( 16.740)

The notes on pages 9 to 15 are an integral part of these interim consolidation financial statements.
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Consolidated Statement of Comprehensive Income
for the period from 1 January to 31 March, contd.:

2014 2013
1.1.-31.3 1.1.-313

Loss attributable to:

OWNErs Of the COMPANY ...cvvviieiiiiie et ( 26.721) ( 18.264)
NON-CONEFOIING INTEIEST ..ottt 0 ( 25)
LOSS fOr the PEriod ....ooociiiiiic e ( 26.721) ( 18.289)
Total comprehensive loss attributable to:

OWNErS Of the COMPANY ..eciuviiieiiiiiee ettt st e e neneee s ( 28.269) ( 16.651)
NON-CONEFOIING INTEIEST ..o 5 ( 89)
Total comprehensive 10Ss for the period ......cccoocveeiii i ( 28.264) ( 16.740)
Earnings per share:

Basic loss per share expressed in USD cent per share ..........cccccceveeiiiniiiiieee e ( 054) ( 0,37
Diluted loss per share expressed in USD cent per share ..........ccocccveeeiiiiiieieeeeeeeinns ( 054) ( 0,37

The notes on pages 9 to 15 are an integral part of these interim consolidation financial statements.
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Consolidated Statement of Financial Position
as at 31 March 2014

Notes 31.3.2014 31.12.2013

Assets
OPETAtiNG ASSELS ..vvviiiiieiiiiiiiiiee e e ettt e e e e et e e e e e s r e e e e e s sstbrareaaeeeseannnnnes 9 310.947 299.197
Intangible assets and goodWill ..............oooiii i 179.741 179.676
INVESIMENLS IN ASSOCIALES .....iivveiieiiiiee et 2.764 2.035
LONG-TEIM COSE .. 248 258
Non-current receivables and depositS ........ccveevieeiiiiiiiiiiee e 16.851 15.791
Non-current assets 510.551 496.957
LN VZ= ) (o 1=t 23.516 22.166
Trade and other receivables ... 133.470 114.259
Y= T = ez Lo LT T= o U (=S 9.541 7.955
Cash and cash equivalents 250.213 191.538
Current assets 416.740 335.918
Total assets 927.291 832.875

Equity
SNAre CAPItAl ...ceiieieee e 40.576 40.576
Share premium .................. 154.705 154.705
Reserves .......ccccccvvvnnnnnn. 10 30.153 31.706
Retained earnings 73.044 118.856
Equity attributable to equity holders of the Company 298.478 345.843
NON-CONLrOlliNG INTEIEST .......eiiiiieee e e 244 239
Total equity 298.722 346.082

Liabilities

Loans and DOMTOWINGS ........vviiiiiiee it e e rare e e e e e eanenes 11 74.600 78.489
Other PAYADIES .....coeeiiei et e e enaee e 18.075 23.742
Deferred tax HabiliieS ...........ooiiiiiiiiie s 21.273 27.995
Non-current liabilities 113.948 130.226
Loans and DOMTOWINGS ........uueiiiiiei et 11 19.127 43.528
Trade and other payables ..o 204.965 159.504
(1T (=T =T T o 0] 1= TS 290.529 153.535
Current liabilities 514.621 356.567
Total liabilities 628.569 486.793
Total equity and liabilities 927.291 832.875

The notes on pages 9 to 15 are an integral part of these interim consolidation financial statements.
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Consolidated Statement of Changes in Equity
for the period from 1 January to 31 March 2014

Attributable to equity holders of the Company

Non-con-

Share Share Retained trolling Total
1 January to 31 March 2013 capital premium Reserves earnings Total interest equity
Equity 1.1.2013 ....ooiieiiieeeeee e 40.576 154.705  26.164 74.230 295.675 257 295.932
Total comprehensive loss .................... 1549 ( 18.264) ( 16.715) ( 89) ( 16.804)
Dividend (0.24 USD cent per share) ... ( 11.820) ( 11.820) ( 11.820)
Equity 31.3.2013 ... 40.576 154.705  27.713 44.146  267.140 168 267.308
1 January to 31 March 2014
Equity 1.1.2014 ....ooiiiiieeeeee e 40.576 154.705 31.706  118.856  345.843 239 346.082
Total comprehensive loss .................... ( 1.548) ( 26.721) ( 28.269) 5 ( 28.264)
Dividend (0.38 USD cent per share) ... ( 19.091) ( 19.091) ( 19.091)
Equity 31.3.2014 ....ocoovveeeeeeee 40.576 154.705  30.158 73.044  298.483 244 298.727

Information on changes in reserves are provided in note 11.

The notes on pages 9 to 15 are an integral part of these interim consolidation financial statements.
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Consolidated Statement of Cash Flows for the
three months ended 31 March 2014

Notes 2014 2013
1.1.-31.3. 1.1.-31.3.

Cash flows from operating activities

LOSS fOr the PEHOU .....eiiiiiiiiee e ( 26.721) ( 18.289)
Adjustments for:
Depreciation and amortiSation ............ccooviiviiiieeeiiiiiiie e 17.296 14.684
Other Operating IEIMS .. ...ooi i e e e e 17 ( 3.124) 2.124
Working capital to operations ( 12.549) ( 1.481)
Net change in operating assets and liabilities ............ccccccceeiiiiiiiine i, 18 133.920 79.934
Net cash from operating activities 121.371 78.453

Cash flows used in investing activities:
AcCqUISItion Of OPErating ASSELS ......cccoiiciiiiiiiee e ( 27.413) ( 41.031)
Proceeds from the sale of operating assets 232 175
Acquisition of INtangible ASSELS ........cviiiiiiiiiiiice e ( 530) ( 529)
LoNg-term COSt, CRANGE ....c.cooi ittt e e e e e ( 2995) ( 1.542)
Long-term receivables, change ( 1.654) ( 1.111)
(
(

Marketable securitieS, ChaNQEe ..........ooi i 1.586 ) 3.243
Net cash used in investing activities 33.946) ( 40.795)

Cash flows used in financing activities:

Repayment of long term DOrrOWINGS ......c.eeviiiiiiii e ( 29.138) ( 11.239)
Net cash used in financing activities ( 29.138) ( 11.239)
(Decrease) increase in cash and cash equivalents ...........ccccocciiiieeiiniinnnen, 58.287 26.419
Effect of exchange rate fluctuations on cash held .........cccoceiviiiinieennnn, 388 479
Cash and cash equivalents at beginning of the period ..........c..ccooceiinnnen. 191.538 117.060
Cash and cash equivalents at 31 March ........ccccocoeviiiiiiiniiieceee e, 250.213 143.958

Investment and financing without cash flow effect:

DAV o 1=Y o To I 1Y U= SRRSO PUPPPRRN ( 19.091) ( 11.820)
Trade and other payables .............oiiiii e 19.091 11.820

Information on interest paid and received are provided in note 20.

The notes on pages 9 to 15 are an integral part of these interim consolidation financial statements.
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Notes

1. Reporting entity
Icelandair Group hf. (the "Company") is a public limited liability company incorporated and domiciled in
Iceland. The condensed consolidated interim financial statements of the Company as at and for the three
months ended 31 March 2014 comprise the Company and its subsidiaries (together referred to as the
“Group”) and the Group’s interests in associates. The Group is primarily involved operates in the airline
transportation and tourism industry. The Company is listed on the Nasdag OMX Iceland.

The Group’s consolidated financial statements as at and for the year ended 31 December 2013 are available
upon request from the Company's registered office at Reykjavikurflugvéllur in Reykjavik, Iceland or at its
website  address, www.icelandairgroup.is and at The |Icelandic Stock Exchange website,
www.nasdagomx.com.

2. Basis of preparation
a. Statement of compliance
The condensed consolidated interim financial statements have been prepared in accordance with
International Financial Reporting Standard IAS 34, Interim Financial Reporting. Selected explanatory notes
are included to explain events and transactions that are significant to an understanding of the changes in
financial position and performance of the Group since the last annual consolidated financial statements as at
and for the year ended 31 December 2013. These condensed consolidated interim financial statments do not
include all the information required for full annual financial statements prepared in accordance with
International Financial Reporting Standards.

These condensed consolidated interim financial statements were approved for issue by the Board of Directors
on 30 April 2014.

Except as described below the accounting policies and methods of computation applied by the Group in these
condensed interim consolidated financial statements are the same as those applied by the Group in its
consolidated financial statements as at and for the year ended 31 December 2013.

b. Restatement of comparative figures
When preparing the financial statements, new and improved methods of eliminating intercompany
transactions were put in place. As the change affects the classification of cost, comparative figures for 2013
have been adjusted accordingly. The effect on the comparative figures is a reduction in Aircraft and aircrew
lease of USD 7 million and comparative increase in Aircraft maintenance expenses. Insignificant adjustments
were made to other line items of operating expenses. The restatement of the comparative amounts has no
other effect on the consolidated financial statements.

3.  Significant accounting policies
Functional and presentation currency
These condensed Consolidated Interim Financial Statements are presented in U.S. dollars (USD), which is
the Company's functional currency. All financial information presented in USD has been rounded to the
nearest thousand, except when otherwise indicated.
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Notes, contd.:

3. Continued:

The Group has adopted all new standards and amendments to standards with a date of initial application of 1
January 2013 that have been approved by the EU. Of those standards only IFRS 13, Fair Value
Measurements and changes to IAS 34 as part on annual improvements 2009-2011 cycle had effects on these
condended interim financial statements.

IFRS 13 establishes a single framework for measuring fair value and making disclosures about fair value
measurements, when such measurements are required or permitted by other IFRSs. In particular, it unifies
the definition of fair value as the price at which and orderly transaction to sell an asset or to transfer a liability
would take place between market participants at the measurement date. It also replaces and expands the
disclosure requirements about fair value measurements in other IFRSs, including IFRS 7 financial
Instruments : Disclosures. Some of the disclosures are specifically required in interim financial statements for
financial instruments; accordingly, the Group has included additional disclosures in this regard.

In accordance with the transitional provisions of IFRS 13, the Group has applied the new fair value
measurement guidance prospectively, and has not provided any comparative informations for disclosures that
were not previously required. Notwithstanding the above the change had no significant impact on the
measurement of the Group's assets and liabilities.

4. Judgements and estimates
The preparation of financial statements requires management to make judgements, estimates and
assumptions that affect the application of accounting policies and the reported amounts of assets, liabilities,
income and expense. Actual results may differ from these estimates.

In preparing these condensed consolidated interim financial statements, the significant judgements made by
management in applying the Group's accounting policies and the key sources of estimation uncertainty were
the same as those that applied to the consolidated financial statements as at and for the year ended 31
December 2013.
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Notes, contd.:

5. Operating segment

Segment information is presented in the interim consolidated financial statements in respect of the Group's
business segments, which are the primary basis of segment reporting. The business segment reporting format
reflects the Group's management and internal reporting structure and is divided into two segments, Route
network and Tourism services.

Route network
Seven companies are categorised as part of the Route Network: Icelandair, Icelandair Cargo, Loftleidir, Air
Iceland, Icelandair Ground Services, Feria ehf. and Fjarvakur - Icelandair Shared Services.

Tourism services
Two companies are catagorized as part of the Tourism Services: Iceland Travel and Icelandair Hotels.

Reportable segments for the three months ended 31 March 2014

Route network Tourism services Total

2014 2013 2014 2013 2014 2013
External revenue ...............o....... 175.573 159.978 15.612 12.304 191.185 172.282
Inter-segment revenue .............. 32.874 35.745 368 521 33.242 36.266
Segment revenue ...........cco...... 208.447 195.723 15.980 12.825 224.427 208.548
Segment EBITDAR* .................. ( 729) 5.948 ( 921) ( 714) ( 1.650) 5.234
Segment EBITDA .......ccccoeeviiens ( 8502) ( 4392) ( 3.315) ( 2.810) ( 11.817) ( 7.202)
Loss before taxes ......c.cccocuueeee. ( 27.063) ( 17.634) ( 4.142) ( 3.268) ( 31.205) ( 20.902)
Segment asSets ......cccceeeeeineneee. 721.414 694.855 29.513 25.408 750.927 720.263
Reconciliation of reportable segment income 2014 2013

1.1.-31.3. 1.1.-31.3.

Total loss for reportable SEgMENLS .........cooiiiiiiiiiiie e ( 31.205) ( 20.902)
Unallocated amounts:
Other COrporate EXPENSES .....cciieeiiiiiiiieieeeeesiiiiireee e e e s e e e e e e esbaaaeeeas ( 2.082) ( 2.067)
Share of (loss) profit of equity accounted investees ...........ccccceeeeeeennee ( 75) 46
Consolidated loss before iNCOMEe taX .........cccovvvcuiiiiieeeiiiiiiiieee e ( 33.362) ( 22.923)
Other material items 31 March 2014 Reportable Adjust-  Consolid-
segment ments ated
SegmeNnt EBITDARY ......oo ittt e e e e nneeas ( 1.650) ( 1.487) ( 3.137)
SegmMENt EBITDA ....cooiiiiie ittt (11.817) ( 1.487) ( 13.304)

* EBITDAR means EBITDA before operating lease expences.

Seasonality
The Group's business is highly seasonal with highest demand during the summer months.
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Notes, contd.:

6. Operating income
Transport revenue is specified as follows:

2014 2013
1.1.-31.3. 1.1.-31.3.
PASSENQEIS ... ..o 110.392 99.976
Cargo AN ML .....oouiiiiiiiee e 11.188 10.091
Total transport revenue 121.580 110.067
Other operating revenue is specified as follows:
Sale at airports and hotels 9.225 7.827
Revenue from tourism .........cccccceeeeeniiiineennn. 13.303 11.727
Aircraft and cargo handling services 8.132 7.413
MAUNTENANCE FEVEINUE ....ceiiiiiiiiiiiee e e ettt e e e e et e e e e e e et e e e e e e e e annbeeeaaaeeasannneees 9.141 1.289
Gain on sale of operating assets 69 61
Other OPEerating MEVENUE .........coiiiiiiiiiiiiee e e et e e e e e e ee e e e e e e annneaeeeaeens 7.866 6.309
Total other OPerating rEVENUE .........cocceeiiiiiiiiiiiiiie et 47.736 34.626
7. Operating expenses
Salaries and other personnel expenses are specified as follows:
SAIAMES .ttt n 37.966 32.211
Salary-related EXPENSES ........cveiiiiiiie e 12.107 10.749
Other PersonNEl EXPENSES .....ocuviiiiiiiie ittt naes 10.816 9.320
Total salaries and personnel expenses 60.889 52.280
Other operating expenses are specified as follows:
Operating cost of real estate and fIXtUreS ........c.occueeeiiiiii i 5.569 4.700
[©70] 101 00 1F g1 ox= 11T ] o HES TP UPRRPTN 4.422 3.504
AGVEITISING ittt sttt et e e e et e e s e e et e e e aae 5.812 5.267
Booking fees and commission expenses 12.256 9.387
Cost of goods SOId .........ccvvvvveiieiiiiiiiee e 4.427 3.921
Customer services .........cccccee..... 3.574 2.230
Tourism expenses ................... 7.151 6.136
Allowance for bad debt ... 3.834 2.115
Other OPerating EXPENSES ......uiiiiuiiieiiiie ettt ettt e s rbe e e sabee e 7.230 7.506
Total other operating EXPENSES ......ccovciviiiirieeeiiee e 54.275 44.766
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Notes, contd.:

8. Finance income and finance costs
Finance income and finance costs are specified as follows:

2014 2013

1.1.-31.3. 1.1.-31.3.
Interest income 0N bank dePOSILS ......cooiuieiiiiieei e 330 157
Other INtEreSt INCOME .......iiiiiiiie e 130 541
Net foreign eXChange Qain .........coooiiiiiiiii s 0 1.852
FINANCe INCOME tOLAl .........oiiiiiiei e 460 2.550
Interest expenses on loans and borrowings 1.735 2.195
Other interest expenses ....... 163 326
Net foreign exchange loss ... 1.249 0
FINANCE COSES TOLAI ...eeiiiiieiiiiiieee et e e e 3.147 2.521
Net finance (COSLS) INCOIME .......ovviiiiiiie it ( 2.687) 29

9. Operating assets
Aquisition of operating assets in the first three months of 2014 amounted to USD 27.4 million. Included is
one Boeing 757 aircraft and overhaul of own engines of USD 18.3 million.

10. Equity

Reserves are specified as follows:

Reserves 1.1.2013 ........ccoociiiiiiiiiiiiie e
Changes during the period
Reserves 31.3.2013 .......cccciiviiiiiiiiie

Reserves 1.1.2014 ...
Changes during the period
ReServes 31.3.2014 ...

11. Loans and borrowings

Hedging Translation Total
reserve reserve reserves
1.338) 27.502 26.164
396 1.153 1.549
942) 28.655 27.713
108) 31.814 31.706

2.347) 799 1.548)
2.455) 32.613 30.158

This note provides information on the contractual terms of the Group’s interest-bearing loans and borrowings,

which are measured at amortised cost.

Non-current loans and borrowings are specified as follows:

Secured bank loans

UNSECUred l0ANS ......vveieieiiieeeee et

current MaturitieS ...
Total non-current loans and borrowings ..........ccccceeevvnnnen,

Terms and debt repayment schedule:

Currency
Secured bank loan .........ccccevvvvvvenns UsSD
Secured bank loan ..........ccccceeeel EUR
Secured bank loan .........ccccevvvvvvenns ISK
Secured bank loan, indexed .......... ISK
Unsecured bond issue, indexed .... ISK

Total interest-bearing liabilities ......

Nominal
interest
rates

5,2%
3,7%
7,3%
6,3%
5,7%

Year of
maturity

2014-2018
2017
2017-2023
2021-2028
2023

31.3.2014 31.12.2013
80.083 107.621
13.644 14.396
93.727 122.017
19.127) ( 43.528)
74.600 78.489

Total
remaining balance

31.3.2014 31.12.2013
47.862 74.921
15.095 15.518
16.127 16.209

999 973
13.644 14.396
93.727 122.017
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Notes, contd.:

12.

13.

14.

15.

Contractual repayments of loans and borrowings
Repayments of loans and borrowings are specified as follows:

2014 2013
Repayments in 2014 (9 months)(2013: 12 months) ........ccccceeeeeennes 14.534 43.528
Repayments in 2015 ... 15.985 15.898
Repayments in 2016 .......cc.vvviiiieeiiiiiiiee e 16.439 16.350
Repayments in 2017 ... 29.710 29.471
Repayments in 2018 7.472 7.430
Subsequent repayMENtS ...........ooiiiiiiiiiiiieee e 9.587 9.340
Total loans and DOITOWINGS .....ccieeiiiiiiiiiiee et 93.727 122.017

Financial instruments and fair values
The fair values of financial assets and liabilities, together with the carrying amounts shown in the statement of
financial position, are as follows:

31.3.2014 31.12.2013

Carrying Carrying

amount Fair value amount Fair value
Derivatives, included in loans and receivables ........ 0 0 1.853 1.853
Marketable SECUNtIES ........cccevvvvvveeeieeeeeeeceee e, 9.541 9.541 7.955 7.955
Unsecured bond iISSUE .........ccccvevviiieeiiiieeeniiee e ( 13.644) ( 15.622) ( 14.396) ( 17.398)
Secured bond [0aNS ...........coovviiiiiiieiieiiieee e, ( 80.083) ( 88.433) ( 107.621) ( 117.219)
Derivatives, included in payables and prepayments  ( 2.677) ( 2.677) ( 2.050) ( 2.050)
TOAL e ( 86.863) ( 97.191) ( 114.259) ( 126.859)

Off-balance sheet items

As a lessee the Group has in place operating leases for 10 aircraft at the end of March 2014. The leases are
for 5 Boeing 757 aircraft, 2 Boeing 767 aircraft and 3 Boeing 737 aircraft. The Group also has in place
operating leases for storage facilities, accommodations, equipment and fixtures for its operations, the longest
until the year 2039. At the end of March 2014 the leases are payable as follows in nominal amounts for each
year:

Total

Real estate Aircraft Other 31.3.2014

In Q2 - Q4 2014 10.686 18.535 2.568 31.789
In the year 2015 14.962 22.293 1.492 38.746
In the year 2016 .... 16.123 16.443 798 33.364
In the year 2017 14.869 13.113 739 28.721
In the year 2018 14.780 11.185 0 25.965
Subsequent 176.776 10.575 0 187.351
B 0] 71 IO PPOPPPPPPPPPPRt 248.195 92.144 5.596 345.936

Capital commitments

In February 2013 Icelandair Group and Boeing finalized an agreement for the purchase of sixteen 737 MAX8
and 737 MAX9 aircraft with an option to purchase additional eight aircraft. The delivery of the first aircraft is
scheduled in the first half of 2018. The commitment for all sixteen aircraft is valued at USD 1.6 billion at
Boeing list prices. The Company received acceptable discounts which due to confidentiality agreements
cannot be disclosed. Prepayments according to the agreement will be made over the construction period.
The acquisition will be funded by internal resources and from aviation finance products.
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Notes, contd.:

16. Group entities
The Company held eleven subsidiaries at the end of March 2014. The subsidiaries included in the
consolidated interim financial statements are as follows:

Share
Route network:
YN g (o7 =1 F= TaTo I =Y o | F P 100%
YT W= o | PP ERTR 100%
Fjarvakur - Icelandair Shared Services ehf. ........oooiiiiiiiii e 100%
[[oT=] FoTgTo F- T = o ) SRR PRRT PSP 100%
Icelandair Cargo Ehf. ... e a e e e 100%
100%
[0 11 [ o T g [oT=1 =T g Lo [ o= o | SRS 100%
Tourism services:
(o= F= Va0 B I = \V/= I =Y o) PR 100%
Icelandair HOEIS €Nf. .....ciiii e e e e e e e e et e e e e e s 100%
Other operations:
NG 1 0 I =Y o 100%
[oT=T@F=T o I I (o I U (=1 g 1T SRR 100%

The subsidiaries further own 17 subsidiaries that are all included in the consolidated interim financial
statements.

17. Statement of cash flows
Other operating items in the statement of cash flows are specified as follows:

2014 2013
1.1.-31.3. 1.1.-31.38.
Expensed 1oNg-term COSt .........uviiiieeiiiiiiiiiee et 3.079 6.371
Exchange rate differences ................ 431 494
Gain on sale of operating assets ( 69) ( 61)
Share in loss (profit) of associates ...........ccccevviiiiiiiiiieiereeeeee 75 ( 46)
[ a[oT0] 4 g1 = O P URPR PP ( 6.640) ( 4.634)
Other operating items total ............ccoceeviiiiiii e ( 3.124) 2.124

18. Net change in operating assets and liabilities in the statement of cash flows is specified as follows:

INVENLOKIES, INCIEASE ...vvviiiiie ettt e e e e ettt e e et ea e ( 1.350) ( 2.771)
Trade and other receivables, increase ..........cccccooiiiiieiiiniiiinnnn. ( 22.863) ( 18.956)
Trade and other payables, INCrease .........c..cccoecvivvevieiiiiiiiiieee e 21.484 7.800
Deferred iINCOME, INCIEASE ......cvivveiiiiieeee et e s 136.649 93.861
Net change in operating assets and liabilities ..............cccccveeeeeinnns 133.920 79.934

19. Additional cash flow information:
Interest eXPenSES PAIM ........coiiiuuiiiiiiae e 3.022 3.415
INterest iNCOME rECEIVEM ........coovvvvviiiiiiiiiieieeeeeeeee e, 208 683

20. Ratios
The Group's primary ratios are specified as follows:
31.3.2014 31.12.2013

(O10 1 (=] 01 0 =1 [0 T 0,81 0,94
EQUILY FaLIO ..ioiiiieiiiee e 0,32 0,42
Intrinsic value of share capital ... 7,36 8,53
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