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Endorsement and Statement of the Board
of Directors and the CEO

The condensed consolidated interim financial statements of Icelandair Group hf. for the period from 1 January to
30 September 2011 have been prepared in accordance with International Financial Reporting Standards (IFRSSs)
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". At period end the subsidiaries numbered eleven which is a reduction of two from the same period in the
previous year. The Group operates in the airline and tourism sectors.

Profit for the period from 1 January to 30 September amounted to ISK 4.652 million according to the consolidated
interim statement of comprehensive income. Total comprehensive income for the period was ISK 4.920 million.
According to the consolidated statement of financial position, equity at the end of the period amounted to ISK
33.277 million, including share capital in the amount of ISK 4,975 million. Reference is made 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 nine months ended 30 September 2011 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.

According to our best acknowledge it is our opinion that the condensed consolidated interim financial statements
give a true and fair view of the consolidated financial performance of the Group for the nine month period ended
30 September 2011, its assets, liabilities and consolidated financial position as at 30 September 2011 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 30 September 2011 and confirm them by
means of their signatures.

Reykjavik, 2 November 2011.
Board of Directors:

Sigurdur Helgason, chairman of the board
Finnbogi Jonsson

Herdis Drofn Fjeldsted

Katrin Olga J6hannesdottir

Ulfar Steind6rsson

Anna Gudny Aradottir

Magnus Magnusson

CEO:

Bjorgolfur Jbhannsson
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Consolidated Interim Statement of Comprehensive Income
for the period from 1 January to 30 September 2011

Q3 Q1-Q3
Notes 2011 2010 2011 2010
1.7-309. 1.7-30.9. 1.1.-30.9. 1.1.-30.9.
Continuing operations

Operating income

TranNSPOIT FEVENUE .......iiiiiiiiiiiiie e ee et e e e e e e e eeeens 25.158 21.065 49.829 43.081
Aircraft and QirCreW l€aSE ............uuuriiiiiiiiiiiiiiiiiiiiiiiieeeeeereeeeneeereeenne 4.157 5.275 12.680 14.994
Other Operating rEVENUE ...........uuuuuururruuiiirneneinreneenenerennennnerenenrennenne 6.553 4.742 14.405 11.175

35.868 31.082 76.914 69.250

Operating expenses

Salaries and other personnel eXpenses ........ccccccvivviiiiii, 5.943 5.232 16.803 15.073
AIFCraft FUBH L...eeeiiiiieee e 7.757 4.990 17.200 11.634
Aircraft and QirCreW l€aSE ............uuurriiiiiiiiiiiiiiiiiiiiiiieieeeeeeeeeeeeeeeeeaee 2.901 3.429 7.994 9.370
Aircraft handling, landing and communication ...................eevvvveiennn. 2.598 2.215 5.712 4.998
Aircraft maintenance eXPenSES ... 2.060 1.751 5.393 5.151
Other operating EXPENSES .....cccvvviiiiiiiiiieeeee e 5.956 4.330 13.270 11.562

27.215 21.947 66.372 57.788

Operating profit before depreciation and amortisation (EBITDA) 8.653 9.135 10.542 11.462
Depreciation and amortisation ............cccccvviiiiiiiiii ( 1569) ( 1.590) ( 4.270) ( 4.237)
Operating profit before net finance expense (EBIT) .................... 7.084 7.545 6.272 7.225
FINANCE INCOME ... 181 40 628 165
FINANCE EXPENSE ....oovvviiiiiiiiiiii ( 635) ( 1.211) ( 1.686) ( 3.123)
Net fiNANCE COSES .oiviiiiiii e 8 ( 454) ( 1.171) ( 1.058) ( 2.958)
Share of profit of associates, net of income tax ...........ccccccceeeeiiennnns 4 10 14 74
Profit before inCome tax .....coooooviiiiiiiiiii e 6.634 6.384 5.228 4.341
INCOME@ TAX .. e e eneeeas ( 1.270) ( 1.187) ( 576) ( 790)
Profit from continuing operations ..........ccccccciiiiiiiiii, 5.364 5.197 4.652 3.551

Discontinuing operations
Loss from discontinued operation, net of income tax ....................... 6 0 0 0 (  400)
Profit for the period ... 5.364 5.197 4.652 3.151

Other comprehensive income

Foreign currency translation differences for foreign operations ........ 246 ( 1.300) 176 ( 1.030)
Net loss (profit) on hedge of net investment in foreign operation ..... 94 ( 71) 57 ( 20)
Effective portion of changes in fair value of cash flow hedge ........... 33 15 35 263
Other comprehensive income (expense) for the period .............. 373 ( 1.356) 268 ( 787)
Total comprehensive income for the period .........ccooeiiiiiiiiiiiienn. 5.737 3.841 4.920 2.364

The notes on pages 9 to 15 are an integral part of these interim consolidation financial statement
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Consolidated Interim Statement of Comprehensive Income
for the period from 1 January to 30 September 2011, contd.:

Q3 Q1-Q3
Notes 2011 2010 2011 2010
1.7.-30.9. 1.7.-30.9. 1.1.-30.9. 1.1.-30.9.

Profit attributable to:

Owners of the COMPANY ...cooiiiiiiiiie e 5.355 5.187 4.648 3.147
NON-CONErOlliNG INEFEST ... 9 10 4 4
Profit for the period ... 5.364 5.197 4.652 3.151

Total Comprehensive income (expense) attributable to:

Owners of the COMPANY ...cooiiiiiiiiie e 5.728 3.831 4,916 2.360
NON-CONErOIlING INEFEST ... 9 10 4 4
Total comprehensive income for the period .........coooeiiiiiiiiiiienn. 5.737 3.841 4.920 2.364

Earnings per share:
Basic earnings per share (ISK) .....ccooooiiiiiiiiiieeeeeeee 1,07 5,33 0,93 3,23
Diluted earnings per share (ISK) ...........cccvviemiiimiimimmeninieiernienn. 1,07 5,33 0,93 3,23

Continuing operations:
Basic earnings per share (ISK) ......ccoooiiiiiiiiiiiiiiieeciee e 1,07 5,33 0,93 3,64
Diluted earnings per share (ISK) .....cccoooieviiiiiiiiiiieeiiie e 1,07 5,33 0,93 3,64
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Consolidated Interim Statement of Financial Position
as at 30 September 2011

Notes 30.9.2011 31.12.2010

Assets
OPEratiNg ASSELS ...cvvvviiiiiiiiiiiiiiii 31.271 27.594
INtANQGIDIE ASSELS ...vvviiiiiiiiiiiiiiiiiieiee ettt rereee 21.390 21.212
INVESTMENES 1N @SSOCIALES ...uiieiiiieiiiiie e 173 178
LONG-TEIM COSE ..ttt e e eeneeeas 732 918
Long-term receivables and depoSits ........ccoeeeeeieiiiieeieeeeee e 1.798 1.424
Total non-current assets 55.364 51.326
LNV 01 (o] 1= PSSR 1.886 1.580
Trade and other receivables ............coiiiiiiiiiiiiii e 16.016 13.230
Prepayments ......... e 889 950
Receivable due from associated COMPanY .........ccccccvvvviiiiiiiiiiiiinnennnnn. 1.093 1.344
Marketable SECUFTIES ......iiciiiieeiee e 3.240 1.306
Cash and cash equIValENtS ... 10.121 11.688
Assets classified as held for sale ..o, 7 2.771 2.815
Total current assets 36.016 32.913
Total assets 91.380 84.239

Equity
ShAre CAPItAl .. ..ueieiiiiiiiiiiiiiiii e 4.975 4.975
Share Premium ... 18.967 19.013
RESEIVES ... 4.655 4.387
Retained arnings ... 4.648 0
Total equity attributable to equity holders of the Company 33.245 28.375
NON-CONEIOIlING INEFEST ... 32 28
Total equity 33.277 28.403

Liabilities

LOANS and DOMTOWINGS ... 11 16.102 21.356
LONG-tErmM PAYADIES ......eviiiiieiiiiiiiiiieieeeee ettt 4.199 4.745
Deferred income tax lability .............eeeeeeeemmmmeieiiiiiiiiiiiiieiieeeeeeeeeeeeeeeeeee 1.902 1.267
Total non-current liabilities 22.203 27.368
LOANS aNd DOMTOWINGS ... 11 3.416 3.248
Trade and other payables ... 19.877 14.048
Deferred INCOME ....ooviiiiii e a e 10.776 8.807
Liabilities classified as held for sale ..........cccoooevviiiiiiiiiie e 7 1.831 2.365
Total current liabilities 35.900 28.468
Total liabilities 58.103 55.836
Total equity and liabilities 91.380 84.239

The notes on pages 9 to 15 are an integral part of these interim consolidated financial statements
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Consolidated Interim Statement of Changes in Equity
for the period from 1 January to 30 September 2011

Attributable to equity holders of the Company

Non-con-
1 January Share Share Other Retained trolling Total
to 30 September 2010 capital premium reserves earnings Total interest equity
Equity 1.1.2010 ......cceevveeeeeeeeeee, 975 25.450 6.899 ( 18.755) 14.569 36 14.605
Total comprehensive income ........ ( 787) 3.147 2.360 4 2.364
Share based payments reversed .... ( 100) 100 0 0
Equity 30.9.2010 .......cceeeeeeeeeeeeenn, 975 25.450 6.012 ( 15.508) 16.929 40 16.969
1 January
to 30 September 2011
Equity 1.1.2011 ........cooeeeieeneenee, 4.975 19.013 4.387 0 28.375 28 28.403
Total comprehensive income .......... 268 4.648 4.916 4 4.920
Cost of share capital increase ........ ( 46) ( 46) ( 46)
Equity 30.9.2011 ......cceeeiiieieeeeenn, 4.975 18.967 4.655 4.648 33.245 32 33.277

Information on changes in other reserves are provided in note 10.
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Consolidated Interim Statement of Cash Flows for the
nine months ended 30 September 2011

Notes 2011 2010
1.1.-30.9 1.1.-30.9
Cash flows from operating activities
Profit for the Period ..............eeeeeiiiiiiiii e 4.652 3.151
Adjustments for:
Depreciation and amortisation ............cccccvvviiiiiiii 4.270 4,237
Depreciation and amortisation of discontinued operations ................... 62 131
Other operating iteMS ......cooiiiiiiii 16 2.844 3.762
Working capital from operations 11.828 11.281
Net change in operating assets and liabilities .............cccccccc 17 1.365 661
Net cash from operating activities 13.193 11.942
Cash flows used in investing activities:
Acquisition Of OPErating ASSELS .........uuuururriiuiiiiiiiiiiiieeerrrerereeeeeeerrreerreernee ( 7.391) ( 1.299)
Proceeds from the sale of operating assets ........ccooeevevviiiieeeieeeeeeeeeee 767 82
Acquisition of intangible assets ... ( 130) ( 66)
Prepaid aircraft acquiSition, INCrEASE ............uuvuuueririiiiiiiiiiiiieeieeereeeeeeneeee 0 ( 29)
Cash of subsidiaries held for sale, change ............ccccvvvvviiiiiiiiiiiiiiiiiiiin. ( 128) 7
Capitalization Of 10NG-tErM COSE ......uuuuuiiiiiiiiiiiiiiiiiiiiiiiiiiieieieeieeeeeeeeeeeeeeee ( 1.205) ( 1.712)
Long-term receivables, ChanQe ...........uuvuiiiiiiiiiiiiiiiiiiiiiiiiieeeeeeeeeeeeeeeeneeee ( 478) 254
Receivable due from associates, change ... 313 0
Marketable securitieS, ChaNGE .......cccoooiiii ( 1.857) 0
Net cash used in investing activities ( 10.109) ( 2.763)
Cash flows used in financing activities:
Proceeds from shares issued and sold in prior year ..........ccccccvvvvvinnnnnnn. 2.601 0
Repayment of long term DOrrowings .............ueeeveviieiiiiiiiiiiiiiiiiiiiieiiieieenee ( 7.286) ( 2.785)
Proceeds from short term borrowings ..., 0 ( 645)
Net cash used in financing activities ( 4.685) ( 3.430)
(Decrease) increase in cash and cash equivalents ...........cccccvvvveennnne ( 1.601) 5.749
Effect of exchange rate fluctuations on cash held ........................ 34 276)
Cash and cash equivalents at 1 January ........ccccccevviiiiiiiiiiiiiiiiiiieee, 11.688 1.909
Cash and cash equivalents at 30 September .........cccccevvvviiviiiienieennnne, 10.121 7.382
Investment and financing without cash flow effect:
AqUuISition Of OPErating ASSELS .......uvvvrrrerrriiieririreierrieeeeeeereeeeereeeeeeeereeee 660 0
Change in trade and other payables ..........ccccccoiiiii 460 0
Proceeds from long term DOrrowings ..............eeevviveeeiiiiiiiiiiiiiiiiiiieieenns ( 1.120) 0

Information on interest paid and received are provided in note 18.

The notes on pages 9 to 15 are an integral part of these interim consolidated 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 nine
months ended 30 September 2011 comprise the Company and its subsidiaries (together referred to as the
“Group”) and the Group’s interests in associates. The Group is primarily involved in the airline
transportation and tourism industry (see note 5).

The Group’s consolidated financial statements as at and for the year ended 31 December 2010 are available
upon request from the Company's registered office at Reykjavikurflugvollur in Reykjavik, Iceland or at
website address, www.icelandairgroup.is and at The Icelandic Stock Exchange website,
WWW.0mxgroup.com.

The condensed consolidated interim financial statements have been prepared in accordance with
International Financial Reporting Standard IAS 34, Interim Financial Reporting . They do not include all of the
information required for a full annual financial statements, and should be read in conjunction with the
consolidated financial statements of the Group as at and for the year ended 31 December 2010.

These condensed consolidated interim financial statements were approved for issue by the Board of
Directors on 2 November 2011.

3. Basis of preparation and significant accounting policies
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 2010.

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

4. Estimates
The preparation of interim financial statements requires management to make judgements, estimates and
assumptions that affect the application of accounting policies and the reported amounts of assets and
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 2010.
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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.

As a part of the Group's restructuring plan, the Board of Directors redefined the business model, leading to
subsidiaries being divided between core and non-core operations. Accordingly the main focus of the Group
will be on scheduled airline operations and tourism evolving around Iceland, and related services. The
subsidiaries Bluebird Cargo ehf., IG Invest ehf. and 67% share in Icelease ehf. were divested at year end
2010 and are therefore only included in the segment reporting for 2010. Smartlynx Latvia and the 30% share
in Travel Service are defined as non-core operations, leading to reclassification of these companies as
discontinued and held for sale.

Route network

Six companies are categorised as being part of the Route Network focus of the Group: Icelandair, Icelandair
Cargo, Loftleidir, Air Iceland, Icelandair Ground Services and Icelandair Shared Services. Bluebird Cargo,
Icelease and IG Invest are also included in 2010 amounts.

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

Information on reportable segments for the nine months ended 30 September

Route network Tourism services Total

2011 2010 2011 2010 2011 2010
External revenue ...............eeeen. 68.654 63.457 7.985 5.722 76.639 69.179
Inter-segment revenue ................ 14.332 13.699 120 90 14.452 13.789
Segment revenue .........cccceeeeeeees 82.986 77.156 8.105 5.812 91.091 82.968
Segment EBITDAR .......ccccoeeeennn. 14.930 17.650 1.051 909 15.981 18.559
Segment EBITDA .........cccccvvveeen. 9.997 11.463 444 356 10.441 11.819
Reportable segment
profit before income tax .............. 5.149 6.246 216 350 5.365 6.596
Segment assets ... 67.356 71.548 4.088 2.994 71.444 74.542
Reconciliation of reportable segment income 2011 2010
Total profit for reportable SEgMENtS ... 5.365 6.596
Elimination of discontinued OPEratioNS ...............eeeeueueerueeriereenriieeeeeeeeeeeereeererrere. 0 ( 400)
Unallocated amounts:

Other COrPOrate EXPENSES ......uuuuuee e a e e e aas ( 151) ( 2.329)
Share of profit of equity accounted INVESIEES ........coeviiiiiiiiiiiiiie e 14 74
Consolidated profit before iNCOME taX .......coooiiiiiii e 5.228 3.941
Other material items 30 September 2011 Reportable Consolid-

segment Adjust- ated

totals ments totals
SegmMent EBITDAR ....ooiiiiiiiiiiiii ettt e e e 15.981 101 16.082
SEGMENt EBITDA ...ooiiiiiiieeit ettt e e e 10.441 101 10.542
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Notes, contd.:

6. Discontinued operation
SmartLynx is classified as discontinued and is therefore not part of the continuing operations. SmartLynx's
off balance sheet obligations outside Icelandair Group were ISK 1.2 billion at the end of September 2011,
payable in 2011 and 2012. The results of the discontinued operation are specified as follows:

2011 2010

1.1.-30.9 1.1.-30.9
Results of discontinued operation
REVENUE ...t e e e eeees 6.033 6.894
EXPENSES ... ( 6.173) ( 7.472)
Results from operating aCtiVItieS ..............uuuuuuiruiiuiiiiiiiiiiiiiiniieieereeeeeeereneee. ( 140) ( 578)
FINANCIAI EXPENSES ... uuiiiiiiiiiiiiiiittteibebbbbb bbbt e bbb e eeeeeeeeeeenennnees 0 ( 142)
Results from operating activities, net of iNCOMe taX .........ccoeeeveeeiiiiiiiiieeieennn ( 140) ( 720)
Reversal Of PrOVISION ..........uuuuuuiiiiiiiiiiiiiiiiiiiiiibebbeeeeeeeebbeeeeeeeeeeeeeeeeeeeeeeeeeeeereeenes 140 320
LOSS fOr the PEIIOQ ... 0 ( 400)
BasiC 10SS Per Share ... 0,00 ( 0,41)
Diluted 10SS PEI SNAE ... 0,00 ( 0,41)
Cash flows used in discontinued operation
Net cash used in operating aCtiVItieS ........coooiiiiiiiiii e ( 27) ( 770)
Net cash used in iNVESEING ACHIVITIES ......coooeiieii e ( 381) ( 416)
Net cash from finanCing ACtIVItIES ............uuuuueiiiiiiiiiiiiiiiiiiiiiiiieeieiieeeeeeeeeeeeeeeeeee 408 1.186
Net cash used in discontinued Operation ... 0 0

7. Assets and liabilities classified as held for sale
Assets and liabilities classified as held for sale consist of the assets and liabilities of SmartLynx (classified as
discontinued opertation, see note 6), and the remaining 30% share in Travel Service.

Assets and liabilities classified as held for sale are specfied as follows:

30.9.2011 31.12.2010
Assets classified as held for sale

OPErAtiNg GSSELS ..eiviiiiiiiiiiiiiii i 1.008 1.012
INEANQGIDIE ASSELS ...ttt n e e e e e e erereee 16 20
Other NON-CUIMENT ASSELS .....uuuutiiiiiitiiiiiiiiitititeeeeeebeeeeeeeeeeeeeeeeeeeeeeeeeeeseeeeeereeenenes 602 682
INvestments in Other COMPANIES ........uuuuuuueiiiiiiiiiiiieiiieeeeeeeeeeeeeeeeeeeeeereeeeeeeeeereee 500 500
LN VZ=] 0100 ] 1= USRS PRSPPPPN 117 71
Trade and other reCeiVabIES .............uuiiiiiiiiiiiiiiiiiiiiie e 302 436
Cash and cash eqUIVaIENTS ... 226 94
2.771 2.815
Liabilities classified as held for sale
Non-current 10ans and DOITOWINGS ......coooviiiiiiiiiiii 0 1
Current 10ans and DOITOWINGS .......oovvviiiiiiiiiii 328 517
Trade and other payables ... 1.324 1.700
Deferred INCOME .....coiiieiee e e e e et as 179 147
1.831 2.365
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Notes, contd.:

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

2011 2010

1.1.-30.9 1.1.-30.9
Interest income on bank dePOSILS .......cooiiiiiiiiiii s 82 36
Other iNtereSt INCOMIE ......oovvviiiiiiiii 546 129
FINANCE INCOME TOTAI ... 628 165
Interest expenses on loans and DOIrOWINGS ..........uuvvvviiiiiiiiiiiiiiiiiiiiiiiiiiieiiieeeees 1.070 2.550
Other INtEreSt EXPENSES ....iiiii i 20 105
Net foreign exchange l0SS ...........oiiiiiiiiiiiiii e 526 468
FINANCE COSES TOLAI ....vviviiiiiiiiiiiiiiiittiteeietieie ettt eeeeeeeeeeeenee 1.686 3.123

NEt fINANCE COSES ...ttt ( 1.058) ( 2.958)

9. Income tax
Income tax expense is recognised based on management’s best estimate of the income tax rate for the year
applied to the pre-tax income of the interim period. The Group’s consolidated effective tax rate in respect of
continuing operations for the nine months ended 30 September 2011 was 11 percent (nine months ended 30
September 2010; 18 percent). The change in effective tax rate was caused mainly by ISK 1.8 billion
adjustment of tax deductible expenses from 2010.

10. Equity
Other reserves are specified as follows:
Share option Hedging Translation Total
reserve reserve reserve reserves
Equity 1.1.2010 ..o 100 ( 302) 7.101 6.899
Changes during the period ...........ccooeeiiiiiinnn. ( 100) 263 ( 1.050) ( 887)
Equity 30.9.2010 ......ccevviiiiiiieeeere e 0 ( 39) 6.051 6.012
Equity 1.1.2011 ... 0 ( 28) 4.415 4.387
Changes during the period ...........cccoeeiiiiinnn. 0 35 233 268
Equity 30.9.2011 ...cccooiiiiieieeeeeeeeeeeeeeeeee 0 7 4.648 4.655

11. Loans and borrowings
This note provides information on the contractual terms of the Group’s interest-bearing loans and borrowings,
which are measured at amortised cost.
30.9.2011 31.12.2010
Non-current loans and borrowings are specified as follows:

Secured Bank 08NS .......cioiiiiiie e 17.553 22.834
18 TS= oW | =To [ oo [o K USRS PUSPPPN 1.733 1.770
19.286 24.604
CUITENE MALUNLIES .....eiiiiiiie e ( 3.184) ( 3.248)
Total non-current 1oans and bOrrOWINGS ........ccovvviiiiiiiiiiiii 16.102 21.356

Current loans and borrowings are specified as follows:

Current maturities of non-current liabilities ...............evveeeiiiiiiiiiiiiiiiii. 3.184 3.248
Short-term loans from credit INSHIULIONS ...........uvvvveiiiiiiiiiiiiiiiiiiiieeeieiieeeeeeeeeee 232 0
Total current [0ans and DOITOWINGS .........uvuveiiiiiiiiiiiiiiiieiiiiieeeieeeeeeee e 3.416 3.248
Total loans and DOIrTOWINGS ........ccvvviiiiiiiiiiii 19.518 24.604
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Notes, contd.:

12. Non-current loans and borrowings are specified as follows between currencies and indexation:

Total Total

Nominal remaining remaining

interest Year of balance balance

Currency rates maturity 30.9.2011 31.12.2010
Secured bank loan ............cccceeuneee. usbD 4,2% 2013-2018 11.922 15.638
Secured bank loan ............cccceeuneee. EUR 5,3% 2017 2.398 3.699
Secured bank loan ....................... ISK 5,9% 2013-2017 2.958 3.227
Secured bank loan, indexed .......... ISK 7,1% 2012-2028 275 270
Unsecured bond issue, indexed .... ISK 5,7% 2012-2023 1.733 1.770
Total interest-bearing liabilities ..... 19.286 24.604

13. Contractual repayments of loans and borrowings
Contractual repayments of loans and borrowings are specified as follows:

2011 2010
Repayments in 2011 (3 months)(2010: 12 MONtNS) ....cceeeeieeieieeeeie e 922 3.248
RePaYMENS iN 2012 ... 3.296 3.099
RePayMeENtS iN 2013 ... 4.292 7.820
RePaYMENES iN 2014 ... 4.612 4.242
RePaYMENS iN 2015 ... 1.102 1.033
REPAYMENES INM 2016 ... 1.087 1.083
SUDSEQUENT FEPAYMENTS .....uutiiiiiiiiiiiiiitittteeeeaeebeeebeeeebbeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeennnnes 4.207 4.079
Total loans and DOIrTOWINGS ........ccvvviiiiiiiiiiii 19.518 24.604

14. Off-balance sheet items
As a lessee the Group has in place operating leases for 17 aircraft at the end of September 2011. The leases
are for twelve Boeing 757 aircraft and five Boeing 767 aircraft. The Group also has in place operating leases
for storage facilities, accommodations, equipment and fixtures for its operations, the longest until the year
2032. At the end of September 2011 the leases are payable as follows:

Total

Real estate Aircraft Other 30.9.2011

INQ4 2011 ..o 284 1.593 63 1.940
Inthe year 2012 .......cccoovviiiiiiiiiiieeeriien, 1.224 5.697 185 7.106
Inthe year 2013 ......ccoooeiiiiiiiiiii e, 1.177 3.357 31 4.565
Intheyear 2014 .........cooovivviiiiiiieeeee, 1.168 1.926 7 3.101
Inthe year 2015 .....cccooooiviiiiiiiiiieeeci e, 1.116 1.610 2.726
SUDSEQUENT ....eeiiiiiiiiiiiiiiiiiiiviviieeeeeeeeeeeeeeeeeees 11.949 224 12.173
TOtal oo 16.918 14.407 286 31.611

During the period the Group purchased two Dash 8 aircraft. An agreement was also signed for improvement
of the aircraft of which ISK 0,4 billion is still outstanding at end of September 2011. The aircraft will be
delivered for operation in December 2011 and January 2012.

Interim Financial Statements of Icelandair Group hf. 30 September 2011 13 Amounts are in ISK million
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15. Group entities
The Company holds eleven subsidiaries at the end of September 2011. Bluebird Cargo ehf., IG Invest ehf.
and Icelease ehf. were sold at year end 2010 and are therefore only included in 2010 comparative amounts
with turnover of ISK 3,6 billion and EBITDA of ISK 1.1 billion. Addition from last year is A320 ehf., a
company owning one Airbus 320 aircraft leased to SmartLynx. The company started operation in June 2011.
The subsidiaries included in the consolidated interim financial statements are specified as follows:

Share

Route network:

N g (o= F=Tq o 1= o) SO PPN 100%

Lot =T aTo =TT = o) SO PSP 100%

Icelandair Cargo ENf. ... 100%

IG S BN, e e e et e e e e e aaaaaraaaa 100%

Icelandair Shared SErviCeS ENf. ... e 100%

Loftleidir - [CelandiC ENf. ... e 100%
Tourism services:

Iceland Travel €N, ... e e e e aean 100%

Icelandair HOEIS ENf. .......iiiiii e e e e e e et e e e et s 100%
Other operation:

AB20 BN, . e et e e e e et e aaaaaaas 100%

IceCap Ltd., Guernsey 100%
Discontinued operation:

Y = Ty I O I A - USRS PSPPPPIN 100%

The subsidiaries further own 25 subsidiaries that are all included in the consolidated interim financial
statements.

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

2011 2010
1.1.-30.9 1.1.-30.9
Expensed [0Ng tEIrM COSt .........oiiiiiiiiiiiiiiiee e 2.609 3.491
Exchange rate difference and indexation of liabilities and assets ...................... 116 ( 93)
Gain 0N SaAlE Of BSSELS ....ccoiiiiiiiiiiiiee e ( 303) ( 32)
Gain from assets held for sale ... ( 140) ( 320)
Share in profit Of @SSOCIAES ..........cccviiiiiiiiiii e ( 14) ( 74)
INCOME TAX ettt e et e e e e e ennnneas 576 790
Total other operating items in the statement of cash flows ........................oo. 2.844 3.762

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

INVENTONIES, INCIEASE ..ot ( 306) ( 274)
Trade and other receivables, INCrease ...........ccccccciiii ( 2.625) ( 4.424)
Trade and other payables, INCreaSE .............uuuuiiiiiiiiiiiiiiiiiiiiiiiieeiiiiieeeeeeeeeeeeeene 2.327 3.704
Deferred iNCOME, INCIEASE .......uuiiveieiieei e e aans 1.969 1.655
Net change in operating assets and liabilities in statement of cash flows ......... 1.365 661

18. Additional cash flow information:
INEEIESE PAIA ... 1.302 1.980
) (S = A (=Te =AY/ =T [ 506 164
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19. Ratios
The Group's primary ratios are specified as follows:
30.9.2011 31.12.2010

(LT (=Y o1 A= o T 1,00 1,16
EQUILY FALIO L.eniiieiii e et e e e e et e e e e e e e aaaae 0,36 0,34
Intrinsic value of share capital ...............iiiiiiiiiii e 6,69 571
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