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Endorsement and Signatures of the Board
of Directorsand the CEO

The condensed consolidated interim financial statements of FL. GROUP hf. for the period from 1 January to 31
March 2007 have been prepared in accordance with International Financial Reporting Standard (IFRS) for Interim
Financial Statements (IAS 34). The interim financial statements comprise the consolidated interim financial
statements of FL GROUP hf. and its subsidiaries.

According to the income statement net profit for the period amounted to ISK 15,084 million. According to the
balance sheet, equity at the end of the period amounted to ISK 141,802 million, including share capital in the
amount of 1SK 7,763 million.

The Board of Directors and the CEO of FL GROUP hf. hereby confirm the Company's consolidated interim
financial statements for the period from 1 January to 31 March 2007 by means of their signatures.

Reykjavik, 27 April 2007

The Board of Directors:

Skarphédinn Berg Steinarsson, Chairman of the board
Jon Kristjansson

Magntis Armann

Paul Davidson

Smari S. Sigurdsson
Porsteinn M. Jonsson

CEO:

Hannes Smérason
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|ndependent Auditors Review Report

To the Board of Directors of FL GROUP hf.

Indroduction

We have reviewed the accompanying condensed consolidated balance sheet of FL GROUP hf. as of 31 March
2007 and the related condensed consolidated statements of income, changes in equity and cash flows for the
three-month period then ended and a summary of significant accounting policies and other explanatory notes.
Management is responsible for the preparation and fair presentation of this interim financial information in
accordance with International Financial Reporting Standard 1AS 34, Interim Financial Reporting. Our
responsibility isto express a conclusion on thisinterim financial information based on our review.

Scope of review

We conducted our review in accordance with International Standard on Review Engagements 2410, "Review of
Interim Financial Information Performed by the Independent Auditor of the Entity". A review of interim
financial information consists of making inquiries, primarily of persons responsible for financial and accounting
matters, and applying analytical and other review procedures. A review is substantially less in scope than an
audit conducted in accordance with International Standards on Auditing and consequently does not enable usto
obtain assurance that we would become aware of al significant matters that might be identified in an audit.
Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying interim
financial information does not give a true and fair view of the financial position of the entity as at 31 March
2007, and of its financial performance and its cash flows for the three-month period then ended in accordance
with IAS 34, Interim Financial Reporting.

Reykjavik, 27 April 2007
KPMG hf.

Jén S. Helgason
Saamundur Valdimarsson
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Consolidated | ncome Statement
for the Three Months Ended 31 M ar ch 2007

Q1
Januar 1 - March 31
Note 2007 2006
Investment income:
Net income from securities and deriVatiVES ..o e 2 12,472 10,537
INEEIESE INCOME ...ttt et sttt st e st et e e e e e e eseeseeaeeaeeteesesaesrentesnesean 1,498 172
[NEIESE EBXPENSES ......eiiiiiii e e s ( 3017) ( 326)
Net fOreign EXCRANGE GAIN .....coveirieirieiriee ettt se e e sbe e eas 4,627 75

15,580 10,458

Other OPErating EXPENSES .........cccoiruiueieee e ee e esas s s se s e e e e e seenene s ( 884) (  485)

Profit DEFOr € INCOMELAX ....ccvivieeieiiirire e 14,696 9,973
[NCOME TBX (EXPENSE) ..euvuerrrieneesrerereit sttt s et eb etttk b bt ee et n b 388 ( 1,684)
Profit from continUiNg OPEratiONS ........ccceieeirrieiere e neeneeneens 15,084 8,289
Loss from discontinued operations (Net Of iNCOME taX) ..........ccvveviirrerrererererneeee e 0 ( 2450)
Profit for the PEriod ... 15,084 5,839
Attributableto:

Equity holders Of the Parent ...t 15,084 5,841

MINOFLY TNEEIESE ... e 0 ( 2)
Profit for the PEriod ...ttt 15,084 5,839

Earnings per share:

BasiC €arNINGS PEI SNAIE .......ciiieirieerierie ettt ettt 194 0.96
Diluted €arNIiNGS PN SNAME ....c..cuevieiiieiriee sttt st b e e 1.92 0.95
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Consolidated Balance Sheet asat 31 M arch 2007

Note 31.3.2007 31.12.2006

Assets:
Cash and €ash eQUIVAIENES ......c.oeeereiere e 30,994 47,022
SECUMTIES 1.ttt sttt ettt e st e et e e e e besbeesaesbeenbesbesbeenbeebeensesresnean 3 217,602 181,161
DEITVBLIVES ..ottt ettt et s e st e be e s teeeaeesabe e sbeesaeesateenbeenseesaneans 20,833 4,309
RESIIICIEA CASN ...ttt ettt eae e e 12,575 9,572
Assets classified asheld for SAle ... 0 904
Loan, trade and other recalVables ..........cccoiieeeiiceee e, 20,290 19,478
(0] 07c = o =55 = RS 464 425
Total assets 302,758 262,871

Equity:
Share CaPItal .......coeierie e e e 4 7,763 7,763
S g T= = o] 10 T 0 P 70,020 70,530
RESEIVES ...ttt re e s e s ate e reenreenaaean 493 948
REtAINE BAMMINGS ...ttt sb e e 63,526 63,425
Total equity attributable to equity holders of the parent 141,802 142,666
YT aTo gL YA 01 = (= 0 10
Total equity 141,802 142,676

Liabilities:
DEMIVALIVES ..ottt ettt st sa e st enae e e e enens 11,147 7,021
UNPaid diVIAEN .......c.ooiiieeeee e e e 14,983 0
Trade and other payables .........ccccvev e 4111 5,908
Current taxX [iability ......oooeeeeeeee e 782 782
2 L0 T (0117 To R 129,423 104,955
Deferred income tax [1ability .........cccooeriieneieieee e 510 895
Liabilities classified asheld for SAl€........ccceeeiiiiiecciccececeeceeceeee e 0 634
Total liabilities 160,956 120,195
Total equity and liabilities 302,758 262,871
Interim Financial Statements of FL GROUP hf. 31, March 2007 Amounts are in ISK million




Statement of Changesin Equity asat 31 March 2007

Reserves
Share Share Share option Hedging Translation Retained Equity holders Minority Total
capital premium reserve reserve reserve earnings of theParent interest equity
1 January to 31 March 2006
Equity 1.1.2006 ..........c.coveurne 5802 43,169 68 187 179 25,027 74,432 11 74,443
Trandation difference ............ 283 439) ( 156)
Net income recognised
directly in equity......c.cc.c..... 283 439) ( 156)
Profit for the period .............. 5,841 5,841 5,841
Total profit for the period ...... 283 439) 5,841 5,685 2) 5,683
Dividends
(ISK 1.04 per share)............. ( 6,341) ( 6,341) ( 6,341)
Issued share capitdl ................ 296 3,726 4,022 4,022
Own shares, change............... ( 25) ( 501) ( 526) ( 526)
Trandation reserve 1.1.2006
transferred.........coceveeenneneee. 179) 179 0
Stock options..........cccvereeeene 102 102 102
Equity 31.3.2006 ..........cueuene. 6,073 46,394 170 470 260) 24,527 77,374 9 77,383
1 January to 31 March 2007
Equity 1.1.2007 ......ccccoeeevenen. 7,763 70,530 339 609 63,425 142,666 10 142,676
Trandation difference ............ 532) ( 532) ( 532)
Net income recognised
directly in equity......c.cc.c..... 532) ( 532) ( 532)
Profit for the period .............. 15,084 15,084 15,084
Total profit for the period ...... 532) 15,084 14,552 14,552
Dividends
(ISK 1.93 per share)............. (114,983) ( 14,983) ( 14,983)
Sale of subsidiary.........coeueuene 10) ( 10)
Own shares, change............... ( 586) ( 586 ) ( 586)
Stock options..........cccvereenene 76 77 153 153
Equity 31.3.2007 .......ccccvrvenen. 7,763 70,020 416 77 63,526 141,802 141,802
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Statement of Cash Flowsfor the
Three Months Ended 31 March 2007

Notes Q1
January 1 - March 31

2007 2006
Net cash provided by (used in) operating actiVities ........ccocvvevvcerecveecnnnnns 1,287 ( 837)
Net cash used in iNVESting aCtiVItIES .......ccvveirieie e ( 44557) ( 19,715)
Net cash provided by financing aCtiVitieS .........ccceevvivrieveveecene e, 28,391 17,632
Decrease in cash and cash eqUIVAlENES ..........ccceerererereeienene e ( 14.879) ( 2,920)
Effect of exchange rate fluctuationson cash held .........ccccceevvivveveicenens (1,149) 382
Cash and cash equivalentS at 1 JANUANY ........cocevereereeerieneniesiesie e 47,022 10,350
Cash and cash equivalents at 3L March ......ccccceeevevievevcreeesese e 30,994 7,812
Investment and financing without cash flow effect:
Acquisition Of SUBSIAIANY ......ccccovveeiiieiirccce e 0 ( 4,022)
Proceeds from the sale Of ShareS ... veeeric s 0 4,022
UNPaid diVIdend .........cooeieriinieineeneeee e e 14,983 6,341
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Notes

Significant accounting policies

a  Reporting entity
FL GROUP hf.'s legal residence is at Sudurlandsbraut 12, Reykjavik, Iceland. The condensed consolidated interim
financia statements of the Company for the three months ended 31 March 2007 comprise the Company and its
subsidiaries, together referred to as the “Group”. The interim financia statements were authorised for issue by the
board of directors on 27 april 2007.

b.  Statement of compliance

These condensed consolidated interim financial statements have been prepared in accordance with International
Financia Reporting Standard IAS 34, Interim Financial Reporting. They do not include al of the information
required for a complete set of consolidated annual financial statements, and should be read in conjunction with the
consolidated financial statements of the Company as at and for the year ended 31 December 2006.

c. Basis of preparation

The accounting policies and methods of computation applied by the Company in these condensed interim
consolidated financial statements are the same as those applied by the Company in its consolidated financial
statements as at and for the year ended 31 December 2006. The consolidated financia statements for the Group as
at and for the year ended 31 December 2006 are available upon request from the Company's registered office at
Sudurlandsbraut 12, Reykjavik or a www.flgroup.is or a The Nordic Stock Exchange website,
WWW.0mxgroup.com.

The condensed interim consolidated financial statements are prepared in Icelandic kronas, which is the Company's
functional currency, rounded to the nearest million. They are prepared on the historical cost basis except that
securities and derivative financial instruments are stated at their fair value.

Interim Financial Statements of FL GROUP hf. 31, March 2007 Amounts are in ISK million




Notes, contd.:

Sale of subsidiaries

1. FL GROUP hf. sold its shares in Kynnisferdir hf. at the beginning of the year 2007. Comparative amounts in the
consolidated interim financial statements contain amounts from the financial statements of the aforementioned
company. Total assetsthe company at year-end 2006 amounted to ISK 904 million and total liabilities amounted to
ISK 634 million. The gain on the sale, ISK 486 million, is included as gain on shares in the line Net income from

securities and derivatives in the income statement.

I nvestment income

2. Netincome from securities and derivatives are specified as follows 2007 2006
11-31.3. 11.-313.
GaiN ONthe SAE Of SNAMES ......ccveiiieeie ettt et e saeesbeenreenes 1,979 5,339
Changein thefair value of securities 10,335 470
Changeinthe fair value oOf deriVatiVES ........cccviveirieiniceseeese s 158 4,728
Net income from securities and deriVatiVES .........ccccceieeeriireeesiseessese s 12,472 10,537
Securities
3. Securities are specified asfollows: Fair value
including
related
derivatieves
Ownership  31.3.2007
Listed stock on the Icelandic Stock Exchange:
GlENIT BANK . oot 31.97% 128,456
OthEr COMPEBNIES .......oeeiiiieree et e s 39,859
Totd listed stock on the Icelandic Stock Exchange 168,315
Listed stock on foreign stock exchanges:
COMMEIZDANK AG ...ttt bbbttt 2.43% 46,510
AMR COIPOFEIION ...ttt 8.53% 41,183
FINNGIT OY] ettt 23.34% 23,663
Royal Unibrew A/S 24.38% 12,013
Bang & OIUFSEN A/S ...ttt 10.44% 10,607
AKLV K@PITEI ASA ..ttt et 13.27% 5,765
OthEr COMPEBINIES ......cutrieteiieest ettt ettt b et b bt b bt e ettt neenenis 25,200
Total listed stock on foreign stock exchanges 164,941
LISIEO DONGS <...vvveeeeveveeeeeeeevsseees oo essssseeee e 9,056
Total listed securities 342,312
Unlisted securities:
Refresco HOIAING B.V. ...t 49.00%
Geysir Green Energy ehf. ........... 35.30%
Northern Travel Holding ehf. ........ 34.78%
Higland Group Holding Limited .... 13.89%
MUtUal-fFUND CEItITICAEES ...
(@107 o0 00T 7= 19 11RO
Total unlisted securities 14,228
TOAl SECUITIES ...ttt ettt ettt e b et et e ae st e sbesbesbesresbesaeereeteens 356,540
THEFOF AENVALIVES ...t ( 138,938)
Fair value of securitiesat end of MarCh .........ccocoviiiiiiiicce et 217,602
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Notes, contd.:

Equity

4. Issued capital

The Company's share capital, according to its Articles of Association amountsto ISK 7,945 million. The holders of
ordinary shares are entitled to dividends as declared from time to time and are intitled to one vote per share at the
meetings of the Company. Share capital according to the balance sheet amounted to 1SK 7,763 million at the end of
the period and is specified as follows:

Amount Ratio
Total issued shares at the end Of the PEriod ... 7,763 97.7%
Own shares at the end of the PEMOT ... e 182 2.3%
Share capital according to the Articles Of ASSOCIALION ......ccvevveierierieiresiere s 7,945 100.0%

Share premium

Share premium represents excess of payment above nominal value (ISK 1 per share) that shareholders have paid for
shares sold by the Company. According to Icelandic Companies Act, 25% of the nominal value of share capital must
be held in reserve which can not be paid out as dividend to shareholders.

Share option reserve

The reserveincludes the accrued part of the fair value of share options. This reserveis reversed if share options are
exercised or forfeited.

Hedging reserve

The hedging reserve comprises the effective portion of the cumulative net change in the fair value of cash flow
hedging instruments related to hedged transactions that have not yet occurred. Hedge accounting was only applied in
Icelandair Group hf. and at the disposal of the company the reserve at Group level was transferred to the income
statement.

Translation reserve

Foreign exchange differencesarising on translation of financial statementsof subsidiaries are recognised directly in a
separate component of equity. When aforeign operation is disposed of, in part or in full, the relevant amount in the
trandlation reserve is transferred to profit or loss.

Ratios

5. The Group's primary ratios are specified as follows
31/03/2007 31/12/2006

Equity ratio - equity / capital @MpPIOYEd .........cccoeeeiiiisssese e 46.8% 54.3%
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