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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 2019 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
2019 amounted to USD 55.1 million. Total comprehensive loss for the period was USD 45.6 million. According to
the consolidated statement of financial position, equity at the end of the period amounted to USD 425.8 million,
including share capital in the amount of USD 39.1 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 three months ended 31 March 2019 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 2019, its
assets, liabilities and consolidated financial position as at 31 March 2019 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 2019 and confirm them by means of
their signatures.

Reykjavik, 3 May 2019.

Board of Directors:

Ulfar Steindérsson, Chairman of the Board
Omar Benediktsson

Gudmundur Hafsteinsson

Heidran Jonsdottir

Svafa Gronfeldt

CEO:

Bogi Nils Bogason
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Consolidated Statement of Comprehensive Income
for the period from 1 January to 31 March 2019

Notes 2019 2018
1.1.-31.3. 1.1.-31.3.

Operating income

TFANSPOIT FEVEINUE .....oeiiiieiiiiieei e ettt e e e e et e e e e e st e e e e e s e aasn e e e e e e s e s nnreeeeeeenanes 7 167.473 173.134
AIrcraft and @irCrEW [BASE .........c.eiiiiiiiiiiiii et 25.120 33.394
Other OPErating FEVENUE ........cccuviiiiiiiie ittt ettt e e b e e s e e nnneas 7 56.009 61.091

248.602  267.619

Operating expenses

Salaries and other Personnel EXPENSES .........coiiiiiieriiiiiiie ettt 110.216  113.129
AVIALION EXPEINSES ..eeeiiiieiiiit ettt ettt et e e ettt e et e e et e e e s e e e e b e e e et e nnnes 91.281 100.692
Other OPEratiNng EXPENSES ......ccuuiiiiiiieeire ettt ettt e et sr e st sae et e e b b e aneenens 61.773 72.009

8 263.270 285.830

Operating loss before depreciation and amortisation (EBITDA) ......cccccevviveiiieeeennnenn. ( 14.668) ( 18.211)
Depreciation and amOortiSAtION .............coooieiiiiiiiiiii s ( 44.911) ( 28.002)
Operating loss before net finance (costs) income (EBIT) ....coovvieeiiiiiiniiiic e ( 59.579) ( 46.213)
FINANCE INCOME ...ttt bbbt 432 5.601
FINAINCE COSES ...ttt ettt ettt e e e et e e et bt e sbn e e s nnneeenas ( 9.726) ( 4.193)
Net fiNaNCe (COSES) INCOIME ...iiiiiiiiiie et e et nnee 9 ( 9.294) 1.408
Share of profit of associates, Nt OF tAX ......oiiviiiiiie e 405 1.266
LOSS DEFOIE taAX ..ooiiiiiiiiiiiiii i ( 68.468) ( 43.539)
[ pToTo] 4TI = PP P PRSPPI 13.355 9.011
LOSS fOr the Period ... ( 55.113) ( 34.528)

Other comprehensive loss:

Foreign currency translation differences of foreign operations ............ccccccooviiiiiieeeeinniinnee. ( 1.493) ( 243)
Net loss on hedge of investment, Net Of taX ........oooiiiiiiiiii e ( 4.042) 0
Effective portion of changes in fair value of cash flow hedge, net of taX ...........ccccceeeeennes 15.074 7.826
Other comprehensive profit for the Period .........cccocciiriiii i 9.539 7.583
Total comprehensive 10Ss for the period ..., ( 45.574) ( 26.945)
Loss attributable to:

OWNErs Of the COMPANY ...co.vviiiiiiii e ( 55.196) ( 34.429)
NON-CONLrOIING INTEIEST ... s 83 ( 99)
LOSS fOr the PErIOU ...ocoiiiiiecce e e ( 55.113) ( 34.528)
Total Comprehensive loss attributable to:

OWNErs Of the COMPANY ...co.vviiiiiiii e ( 45.618) ( 26.865)
NON-CONLrOIING INTEIEST ... e 44 ( 80)
Total comprehensive l0ss for the period ... ( 45.574) ( 26.945)
Loss per share:

Basic l0ss per share in US CeNt Per SNAIe ........ccceeiviviiiiiiiiienc et e ( 1,15 ( 0,72
Diluted loss per share in US cent per SNare ..........cccccooveeiiiiiiciiic e ( 1,15 ( 0,72)

The notes on pages 8 to 19 are an integral part of these interim consolidation financial statements.
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Consolidated Statement of Financial Position
as at 31 March 2019

Notes 31.3.2019 31.12.2018

Assets
OPEIALING ASSELS ..eeiiieeiiiiiiiiiee ettt e e e et ettt e e e e e s st et e e e e e e annbbeeeaeeaasnneaeeeaaeaaanns 10 666.019 673.420
Right-of-use assets .........cccccceeeeeennns 4 168.203 0
Intangible assets and goodwill 176.163 177.568
Investments in associates ................ 27.204 26.134
Deferred COSt ......coveviiiiiiiiiiee e 0 91
Receivables and deposits .........cocviiiiiiiiiiiiei e 31.139 17.365
1.068.728 894.578
101V =T 1 (o] =SSP 29.581 25.951
Derivatives used for NEAGING ......ccueveiiiiieiiiie e 859 666
Trade and other receivables ... 187.882 118.298
Assets classified as held for sale ... 6 306.185 125.169
Cash and cash eqUIVAIENES ..........oooiiiiiiiiieeie e 289.020 299.460
Current assets 813.527 569.544
Total assets 1.882.255 1.464.122

Equity
Share CAPItAl ....eeveiiiiee s 39.053 39.053
SNArE PreMIUM L. 133.513 133.513
ReServes .......ccoociiiiee 11 34.056 26.262
Retained earnings 217.622 271.034
Equity attributable to equity holders of the Company 424.244 469.862
NON-CONLIOING INTEIEST .....eeiiiiiiiie e e 1.561 1.517
Total equity 425.805 471.379

Liabilities

Loans and DOITOWINGS .......vuviiiiiiieiiieee et 12 207.732 147.513
Lease lIabilities .......c..veeieieeee e 4 166.786 0
PAYADIES ... 5.125 14.554
Deferred tax labilities ..........ooei i 22.808 32.868
Non-current liabilities 402.451 194.935
L0oANS and DOITOWINGS .....o.vveeiiiiiieireee sttt e e 12 183.293 268.288
Lease lIabilities .......cuvviiiie e 4 36.855 0
Derivatives used fOr NEAGING ......ccvvveiiiiieiii e 14.521 39.660
Liabilities classified as held for Sale ... 6 238.125 52.244
Trade and other PayabIESs ... 225.845 222.766
Deferred INCOME ....ooiiiieiiiee et e e e e e e e e s eneaees 355.360 214.850
Current liabilities 1.053.999 797.808
Total liabilities 1.456.450 992.743
Total equity and liabilities 1.882.255 1.464.122

The notes on pages 8 to 19 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 2019

Attributable to equity holders of the Company

Non-con-
Share Share Retained trolling Total

1 January to 31 March 2018 capital premium  Reserves earnings Total interest equity
Equity 1 January 2018 .................. 39.532 140.519 127.407 282.739 590.197 1.338 591.535
Impact of IFRS 15 correction ........ 5.010 5.010 5.010
Restated Equity 1.1.2018 .............. 39.532 140.519 127.407 287.749 595.207 1.338 596.545
Purchase of treasury shares ......... ( 479) ( 7.006) ( 7.485) ( 7.485)
Total comprehensive loss ............. 7.564 ( 34.960) ( 26.865) ( 80) ( 26.945)
Effects of profit or loss and

dividend from subsidiaries ........ ( 38.456) 38.456
Dividend (0.10 US cent per share) ( 7.254) ( 5.044) ( 7.254)
Equity 31 March 2018 ................... 39.053 133.513 96.515 283.991 555.813 1.258 554.861
1 January to 31 March 2019
Equity 1 January 2019 .................. 39.053 133.513 26.262  271.034 469.862 1517 471.379
Total comprehensive loss ............. 9.578 ( 55.196) ( 45.618) 44 ( 45.574)
Effects of profit or loss and

dividend from subsidiaries ......... ( 1.784) 1.784
Equity 31 March 2019 .................. 39.053 133.513 34.056  217.622 424244 1561  425.805

Information on changes in reserves are provided in note 11.

The notes on pages 8 to 19 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 2019

Notes 2019 2018
1.1.-31.3 1.1.-31.3
Cash flows from operating activities:
LOSS fOr the PEIIOU ...coiiiiieiee et ( 55.113) ( 34.528)
Adjustments for:
Depreciation and amortiSAtION ...........ccceeririeeriiiee e 44911 28.002
Expensed deferred COSE ..o 0 1.998
NEt fINANCE COSES .eiiiiiiiiiiiiie e 9.294 ( 1.408)
Gain on the sale of operating aSSEetS .......cccceviiireiiiiee e ( 6.704) (  3.094)
Share in profit Of @SSOCIAIES .......cccvvviiiiiie e ( 405) ( 1.266)
[ ToTo] 0 TN - PRSPPI ( 13.355) ( 9.011)
( 21.372) ( 19.307)
Changes in:
INVENTONIES, INCIEASE ...ouvviieiiieee ittt ( 3.630) ( 1.924)
Trade and other receivables, increase ( 63.507) ( 82.758)
Trade and other payables, dECreaSE ..........ccceveiiiiieiiiiiienieee e 26.308 25.083
Deferred iINCOME, INCIEASE .......ooivieeeeee ettt e e aes 140.510 150.460
Cash generated from operating activities 99.681 90.861
INErESE FECRIVEM ... 457 715
INEEIESE PAI ... e ( 5.825) ( 5.154)
Net cash from operating activities 72.941 67.115
Cash flows used in investing activities:
Acquisition Of Operating ASSELS .......coiiuiiiiiiee e ( 172.077) ( 136.982)
Proceeds from the sale of operating asSets ........ccvcvveiriieeeiiiee e 150.942 52.157
Acquisition Of right-0f-USE @SSELS .......cccoiiiiiiiiiiiiiii e ( 8.468) 0
Acquisition of iINtangible aSSEtS .........cooiiiiiiiiiii ( 1.032) ( 664 )
Capitalised deferred COST ... 0 ( 1.232)
INVESIMENT IN ASSOCIALES ......vieeeiiiii et ( 1.462) 0
Non-current receivables, change ............cccccccee. ( 8.681) ( 31.966)
Cash attributable to assets held for sale ( 12.814) 0
Short term iNVesStmMents, ChaNGEe ........cooouiiiiiiiii e 0 ( 10472)
Net cash used in investing activities ( 53592) ( 129.159)
Cash flows from financing activities:
Purchase of treasury SNares ..........ccccoveeeiiiiiinie e 0 ( 7.483)
Proceeds from non-current DOIrOWING .......cccooiiiiiiiiiiiiiiiiee e 79.799 0
Repayment of noN-current DOIrOWINGS ......coccuvviiiiiieiiiiieec e 88.940) ( 2.664)
Repayment of lease debt ...........cccccvevviieiniincnnns 4 6.451) 0

Proceeds from short term borrowings 13.136) 40.949

(
(
(
( 28.728) 30.802
(
(

Decrease in cash and cash equivalents .........cccccccviiieii i 9.379) ( 31.242)
Effect of exchange rate fluctuations on cash held ............c...cccoeo 1.061) 1.308
Cash and cash equivalents at beginning of the period ..........cccccovieinneen. 299.460 221.191
Cash and cash equivalents at end of the period ........cccocciiiiiiiiiiiiiiiiennenn. 289.020 191.257
Investment and financing without cash flow effect:
Acquisition of right-0f-USE@ @SSeLS ........ccciiiiiiiiiiiiii e ( 104.457) 0
NEW OF reNEWEd [CASES .......cueeiiiiiiiiiiiee et 104.457 0
Acquisition Of Operating aSSEtS .......cccuuiiiiiaiiiiiee e 0 ( 52.506)
Non-current receivables ..........ccoiiiiiiii i 0 52.506
DAV To [=T o To I ST U 1= o [T URTR 0 ( 7.254)
Trade and other payables ..o 0 7.254

The notes on pages 8 to 19 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 2019 comprise the Company and its subsidiaries (together referred to as the
“Group”) and the Group's interests in associates. The Group primarily operates in the airline transportation
and tourism industry. The Company is listed on the Nasdaq Iceland.

The Group's consolidated financial statements as at and for the year ended 31 December 2018 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 accounting
These interim financial statements have been prepared in accordance with IAS 34, Interim Financial
Reporting. They do not include all the information requred for a complete set of IFRS financial statements.
However, selected explanatory notes are included to explain events and transactions that are significant to an
understanding of the changes in the Group's financial position and performance since the last annual
consolidated financial statements as at and for the year ended 31 December 2018.

These interim financial statements were approved for issue by the Board of Directors on 3 May 2019.

3. Use of judgements and estimates
In preparing these interim financial statements, management has made judgements, estimates and
assumptions that affect the application of accounting policies and the reported amounts of assets, liabilities,
income and expenses. Actual results may differ from these estimates.

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 2018.

a. Measurement of fair values
The Group has an established control framework with respect to the measurement of fair values. The
management has overall responsibility for overseeing all significant fair value measurements, including Level
3 fair values.

The management regularly reviews significant unobservable inputs and valuation adjustments. If third party
information, such as broker quotes or pricing services, is used to measure fair values, then management
assesses the evidence obtained from the third parties to support the conclusion that such valuations meet the
requirements of IFRS, including the level in the fair value hierarchy in which such valuations should be
classified. Significant valuation issues are reported to the Group Audit Committee.

When measuring the fair value of an asset or a liability, the Group uses market observable data as far as
possible. Fair values are catagorised into different levels in a fair value hierarchy based on the inputs used in
the valuation techniques as follows:

Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2: inputs other than quoted prices included in Level 1 that are observable for the asset or liability, either
directly (i.e. as prices) or indirectly (i.e. derived from prices).

Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs).

If the inputs used to measure the fair value of an asset or a liability might be categorised in different levels of
the fair value hierarchy, then the fair value measurement is categorised in its entirety in the same level of the
fair value hierarchy as the lowest level input that is significant to the entire measurement.

The Group recognises transfers between levels of the fair value hierarchy at the end of the reporting period
during which the change has occurred.

Interim Financial Statements of Icelandair Group hf. 31 March 2019 8



Notes, continued:

4. Changes in accounting policies

Except for the changes below, the Group has consistently applied the accounting policies to all periods presented in these
consolidated interim financial statements.

a. Adoption of new and revised Standards

In the current period, the Group, for the first time, has applied IFRS 16 Leases. IFRS 16 introduces new or amended
requirements with respect to lease accounting. It introduces significant changes to the lessee accounting by removing the
distinction between operating and finance lease requires and requiring the recognition of a right-of-use asset and a lease
liability at commencement for all leases, except for short-term leases and leases of low value assets. In contrast to lessee
accounting, the requirements for lessor accounting have remained largely unchanged. The impact of the adoption of
IFRS 16 on the Group's consolidated interim financial statements is described below.

The Group has applied IFRS 16 using the modified retrospective approach, with no restatement of comparative
information. The Group has elected to apply the practical expedient to grandfather the definition of a lease on transition,
and thereby applying IFRS 16 to all contracts entered into before 1 January 2019 and identified as leases in accordance
with IAS 17 and IFRIC 4.

With the application of IFRS 16, the nature of expenses related to operating leases will now change because the Group
will recognise a depreciation charge for right-of-use assets and interest expense on lease liabilities. Previously, the Group
recognised operating lease expense on a straight-line basis over the term of the lease. As a result, the application of IFRS
16 led to a increase in loss of the period ended 31 March 2019 by USD 1.7 million. The effects on line items in the
Consolidated Statement of Comprehensive Income are as follows:

Amounts
without 2019
adoption of Adjustment 1.1.-31.3.

IFRS 16 IFRS 16 As reported
Operating income
TranSPOrt FEVENUE ........ccooviiiiiiiie bbb 167.473 0 167.473
Aircraft and airCrew 1ease ..........cccovcvvveiiiiec i 27432 ( 2.312) 25.120
Other operating revenue 56.083 ( 74) 56.009
Total operating iNCOME ..........ccccciiiiiiiiiiii e 250.988 ( 2.386) 248.602
Operating expenses
Salaries and other personnel eXpenses .........ccoccvveevvieeriieeeenneennn 110.216 0 110.216
AVIAtION EXPENSES ....uviiiiiiiiiiiiiee ettt 103.826  ( 12.545) 91.281
Other operating EXPENSES ......ccciuiiiiiiieeeei it 66.274  ( 4.501) 61.773
Total operating expenses 280.316 ( 17.046) 263.270
Operating profit before depr. and amortisation (EBITDA) .............. ( 29.328) 14.660 ( 14.668 )
Depreciation and amortiSation ..............ccceeveeeiniiiiieiien e ( 31.198) ( 13.713) ( 44.911)
Operating loss before net finance (costs) income ...........ccccceeeueee ( 60.526 ) 947  ( 59.579)
Net finance (COStS) INCOME ........oeiviiiiiiiiiiiie e ( 6.184) ( 3.110) ( 9.294)
LOSS before iNCOME taX .........cooocuviiiiiiiiiiiiiicee e ( 66.305) ( 2.163) ( 68.468 )
INCOME TAX ... 12.922 433 13.355
Loss for the period ( 53.383) ( 1.730) ( 55.113)

b. Leases

The Group assesses whether a contract is or contains a lease, at inception of the contract. The Group recognises a right-
of-use asset and a corresponding lease liability with respect to all lease arrangements in which it is the lessee, except for
short-term leases (defined as leases with a lease term of 12 months or less) and leases of low value assets. For these
leases, the Group recognises the lease payments as an operating expense on a straight-line basis over the term of the
lease unless another systematic basis is more representative of the time pattern in which economic benefits from the
leased assets are consumed.
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Notes, continued:

The lease liability is initially measured at the present value of the lease payments that are not paid at the commencement
date, discounted by using the rate implicit in the lease. If this rate cannot be readily determined, the Group uses its
incremental borrowing rate. The lease payments included in the measurement of the lease liability comprise fixed
payments less any incentives, variable lease payments that depend on an index or rate, expected residual guarantees
and the excercise price of purchase options if the Group expects to excercise the option.

The lease liability is subsequently measured by increasing the carrying amount to reflect interest on the lease liability
(using the effective interest method) and by reducing the carrying amount to reflect the lease payments made. The Group
remeasures the lease liability if the lease term has changed, when lease payments changes in an index or rate or when a
lease contract is modified and the modification is not accounted for as a seperate lease.

Right-of-use assets are depreciated over the shorter period of lease term and useful life of the underlying asset. If a lease
transfers ownership of the underlying asset or the cost of the right-of-use asset reflects that the Group expects to exercise
a purchase option, the related right-of-use asset is depreciated over the useful life of the underlying asset. The
depreciation starts at the commencement date of the lease.

Variable rents that do not depend on an index or rate are not included in the measurement of the lease liability and the
right-of-use asset. The related payments are recognised as an expense in the period in which the event or condition that
triggers those payments occurs.

c. Aircraft maintenance of leased aircraft
Accounting of the maintenance on leased aircraft, the Group recognizes return obligation liabilities and provisions in
respect of the required maintenance obligations within the framework of the lease of aircraft to lessors. The constitution of
these return obligation liabilities and provisions depends on the type of maintenance obligations to fulfill before returning
these aircraft to the lessors: overhaul and restoration work as well as airframe and engine potential reconstitution. These
provisions also consist of compensation paid to lessors in respect of wear of the limited life parts in the engines.

- Overhaul and restoration works (not depending on aircraft utilization)

Costs resulting from work required to be performed just before returning aircraft to the lessors, such as painting of the
shell or aircraft overhaul (“C Check”) are recognized as provisions as of the inception of the contract. The counterpart of
these provisions is booked as a complement through the initial book value of the aircraft right-of-use assets. This
complement to the right-of-use asset is depreciated over the lease term.

- Airframe and engine potentials reconstitution (depending on the utilization of the aircraft and its engines)

The airframe and the engine potentials are recognized as a complement to the right-of-use assets since they are
considered as full-fledged components, as distinct from the physical components which are the engine and the airframe.
These components are the counterparts of the return obligation liability, recognized in its totality at the inception of the
contract. When maintenance events aimed at reconstituting these potentials take place, the costs incurred are
capitalized. These potentials are depreciated over the period of use of the underlying assets (flight hours for the engine
potentials component or straight-line for the airframe potentials component).

- Compensation related to limited life parts (engine components)

As the component approach is not applicable for limited life parts, costs related to the lessor's compensation are booked
progressively as provisions as they are used during the lease term and based upon contractual data (e.g. cost of a limited
life part).

As a practical expedient, IFRS 16 permits a lessee not to separate non-lease components, and instead account for any
lease and associated non-lease components as a single arrangement. The Group has used this practical expedient.

Land &

Right-of-use assets Real Estate Aircraft Other Total
Recognised on initial application ......................... 198.106 69.690 1.068 268.864
Sublease agreements on inital application .......... ( 1.467) ( 15.907) ( 110) ( 17.484)
Adjustments for indexed leases ...........ccccoeeuvneeen. 815 0 4 819
New or renewed 1€ases .........ccccvvvvveriveeenineeenns 0 112.721 204 112.925
Depreciation ...........cccueeeeieiiiiiiiiee e ( 3.223) ( 10.356) ( 134) ( 13.713)
Reclassified to assets held for sale ..................... ( 173.687) 0 ( 89) ( 173.776)
Currency translation adjustment .............ccccceeee. ( 9.429) 0 ( 3) ( 9.432)
Balance at 31 March 2019 .........ccccoceeviiieniieennenne 11.115 156.148 940 168.203
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Notes, continued

Lease liabilities 2019
1.1.-31.3.
Recognised on initial application 289.723
Adjustments for indexed leases 819
New or renewed leases ........ 112.925
Repayment of lease debt ( 15.543)
Reclassified to liabilities held fOr SAlE ............oiiiiii e ( 175.631)
Next year payment of 1ease abilities ...........c..eeiiiiiiii e ( 36.855)
Currency translation adjUSTMENT .........ooiuiiiiii et e e e e e e e e e e e naeeeaaeeaans ( 8.652)
Balance at 31 MArch 2019 ........cooiiiiiiiiiie et 166.786
Maturity analysis 2019
1.1.-31.3.
Repayments in 2019 (9 MONENS) .....vviiiiiiie ettt e ettt e e e nnbree e 30.040
Repayments in 2020 23.487
Repayments in 2021 23.695
Repayments in 2022 22.510
Repayments in 2023 26.638
SUDSEQUENT FEPAYIMENTS .....eieiiieteitt et e ettt ettt e e st e et e et e e st b et e e ase et e s s e e e e bb e e e nnne e e s nnneeeabneeenas 77.271
Total 1€8SE ADIILIES .....coiiiiiiiiiie et e et e e 203.641
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Notes, continued:

5. Operating segments
Segment information is presented in the 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 three segments; International
flight operations, Aviation investments and Tourism investments.

Inter-segment pricing is determined on an arm's length basis.

Segment results include items directly attributable to a segment as well as those that can be allocated on a
reasonable basis.

Passenger network

There are three subsidiaries within the passenger network segment. Icelandair, the international passenger
airline, Air Iceland Connect, the domestic and regional carrier, and Fjarvakur, the shared service center.
Icelandair’s route network is based on the Hub and Spoke concept between Europe and North America via
Iceland, leveraging Iceland’s geographical position. This successful strategy of combining passengers visiting
and departing Iceland, with passengers travelling across the Atlantic (via Iceland) has allowed Icelandair to
constantly grow and expand its route network over the past years. Icelandair's route network will in
highseason 2019 connect 19 cities in North America with 23 cities in Europe with 479 connection possibilities.

Aviation services

There are three subsidiaries within the Aviation services segment. Loftleidir Icelandic, the leasing arm of the
group, Icelandair Cargo, the cargo airline and VITA, an outgoing tour operator. They have access to the
systems, vast experience and knowhow within Icelandair and the International Flight Operations bringing
economy of scale to the whole operations.

Tourism services

There are two subsidiaries within the Tourism investment segment, Icelandair Hotels and Iceland Travel.
Icelandair Hotels offers quality hotels both in Reykjavik and around the countryside. Iceland Travel is the
largest incoming tour operator in Iceland. O

O

Geographic information

The geographic information analyses the Group's revenue as the majority of the Group’s clients are outside of
Iceland. Vast majority of the Group's non-current assets are located in Iceland. In presenting the following
information the Group’s revenues have been based on geographic location of customers:

2019 2018
1.1.-31.3. 1.1.-31.3.

Revenues
N[0 1 AN 1 0= 4 o7 USRS 30% 29%
o<1 F= Lo Lo PP PP PPPPPPPPP 36% 38%
West CONtINENTAI EUFOPE .....ueiiiiieiiiieieei ettt et e e e e 10% 9%
STorTaTo [T F- YT P PPPPUPPPPPPPR: 6% 6%
18] 11 (Yo I 1T 0o o (o] 4 PSP PUPPPP 6% 9%
Other ..o 12% 9%
Total revenues 100% 100%
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Notes, continued:

5. continued:

Reportable segments for the three months ended 31 March 2019

Passenger Aviation Tourism Total
network services services

EXternal revenue ..........cccooceeeiiiiee i 169.027 52.860 26.715 248.602
Inter-segment revVeNUE ...........cccceveeeeiinineeeeeeeeeins 26.531 816 671 28.018
SEgMENT rEVENUE .....coovvviiiiiiie e 195.558 53.676 27.386 276.620
Segment EBITDA .....oooiiiiiiiee e ( 26.346) 11.239 439 ( 14.668)
Finance iNCOME ........coociiiiiiiee e 1.538 412 12 1.962
FINANCE COSES ....ooviiiiieiiee e ( 6.237) ( 534) ( 4.485) ( 11.256)
Depreciation and amortisation ............cccoceevveennnen. ( 32.392) ( 7.446) ( 5.073) ( 44.911)
Share of profit of equity accounted investees ........ 362 0 43 405
Reportable segment loss before tax ...........ccc.c...... ( 63.075) 3.671 ( 9.064) ( 68.468 )
Reportable segment assets .......cccccvvvciiieieeeeininns 2.097.069 147.287 314.775 2.559.131
Reportable segments for the three months ended 31 March 2018
EXternal reVenUEe .........cooocvveieiiiiiiiiieieee e 172.254 59.864 35.501 267.619
Inter-segment revVeNUE ...........cccceveeeeeiiineeneee s 24.248 1.657 1.495 27.400
SegMENL FEVENUE .......coeoiiiiiiiiiieiiiiee e 196.502 61.521 36.996 295.019
Segment EBITDAR .......cccociiiiiieniecreeee e ( 20.803) 15.139 ( 636) ( 6.300)
Operating lease expenses ...........cccevceeeveeeieennnen. ( 1.645) ( 7.010) ( 3.256) ( 11.911)
Segment EBITDA .....oooiiiiiiee et ( 22.448) 8.129 ( 3.892) ( 18.211)
Finance income 5.333 754 8 6.095
FINANCe COSES ....ovviiiiiieiiiee e ( 3.872) ( 28) ( 787) ( 4.687)
Depreciation and amortisation ............c.ccceccvvvernnen. ( 25.864) ( 579) ( 1.559) ( 28.002)
Share of profit of equity accounted investees ........ 1.266 0 0 1.266
Reportable segment loss before tax ...........cccouee... (  45.585) 8.276 ( 6.230) (  43.539)
Reportable segment assets .........cccccovvveeriieeennnen. 2.081.012 103.273 70.421 2.254.706

*EBITDAR means EBITDA before operating lease expenses.
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Notes, continued:

5. continued:

Reconciliations of reportable segment revenues,
material items

Revenue
Total revenue for reportable segments
Elimination of inter-segment revenue
Consolidated revenue

Profit or loss

Consolidated loss before taxX .........cccocoeeeeeeeeeeeeeeeceeeeeen,

Other material items

1.1.-31.3. 2019

SegMment EBITDA ....coooiiie e

Finance income
Finance costs
Depreciation and amortisation
Share of profit of associates

Capital expenditure

1.1.-31.3. 2018
Segment EBITDAR

Segment EBITDA ...

Finance income
Finance costs
Depreciation and amortisation
Share of profit of associates

Capital expenditure

profit or loss, assets and liabilities, and other

2019 2018

1.1.-31.3. 1.1.-31.3.
....................................... 276.620 295.019

....................................... ( 28.018) ( 27.400)
....................................... 248.602 267.619

....................................... ( 68.468) ( 43.539)

Reportable Consoli-

segment Adjust- dated

totals ments totals

............... ( 14.668) ( 14.668)
............... 1.962 ( 1.575) 387

............... ( 11.256) 1575 ( 9.681)

............... ( 44.911) ( 44.911)
............... 405 405
............... 173.109 173.109

............... ( 6.300) ( 6.300)

............... ( 18.211) ( 18.211)
............... 6.095 ( 494) 5.601

............... ( 4.687) 494 ( 4.193)

............... ( 28.002) ( 28.002)
............... 1.266 1.266
............... 138.878 138.878

Interim Financial Statements of Icelandair Group hf. 31 March 2019 14

Amounts are in USD thousands



Notes, continued:

6. Assets held for sale
Management has committed to a plan to sell its tourism services segment following a strategic decision to
place greater focus on the Group’s key competencies, i.e. the airline industry.

As these operations are deemed immaterial on the consolidated statement of comprehensive income, it is
included and not shown separately as discontinued operations. In the consolidated statement of financial
position, assets and liabilities of this segment are stated as held for sale. Comparative amounts have not
been re-presented. The impact on the consolidated financial statements as a whole is presented below.

a. Impacts on consolidated financial statements

2019 2018
1.1.-31.3. 1.1.-31.3.
REVENUE ..o e e e e e e e e e e e e e 28.729 21.949
Elimination of inter-segment revenue ( 2.026) ( 2.713)
EXternal revVenue ..........ccccocvveeiiieeeiiiie e 26.703 19.236
EXPENSES .ttt ( 37.813) ( 25.871)
Elimination of expenses of inter-segment sales ...........ccccviiiiiiee e 2.026 2.713
EXEEINAI EXPENSES ...ttt ( 35.787) ( 23.158)
Loss from operating actiVities ...........ccoociiiiiiiiiii e ( 9.084) ( 3.922)
INCOME T8X ... 1.914 770
Loss from tourism services, Net of taX .......ccccceviiiiiiiiiiicec e ( 7.170) ( 3.152)
Basic loss per share in US cent per share ..........ccccccooviiiiiiiiciiic e ( 0,15) ( 0,07)
Diluted loss per share in US cent per share ............ccccoceeiiiiiniiiiin s ( 0,15) ( 0,07)
Net cash from operating acCtiVities .............ccveiiiiiiiiie e 4.945 105

Net cash used in investing activities ( 1.792) ( 5.332)
Net cash (used in) from financing activities ( 2.466) 2.391
Net cash flows for the period ... 687 ( 2.836)

The assets and liabilities of the tourism services segment are presented as held for sale in the consolidated
statements of financial position at end of March 2019 following a strategic decision by the Board. The hotel
operation was held for sale at year end 2018. The carrying amounts of the major classes of assets and
liabilities were as follows:

31.3.2019 31.12.2018

OPETALING ASSEIS ..veiiiiriieiiiiee et e e e e e e 98.368 102.491
RIGNE-0f-USE @SSBLS ....eiiiiiiiiiiiee e 173.606 0
Intangible assets and goOAWIll ............coiiiiiiiiiei e 6.337 5.457
INVESTMENTS IN ASSOCIALES ......veieiiiiie ettt 1.043 1.055
101V o1 (o] 1= PP PPRTT RO 706 755
Trade and other reCeiVabIes ..........ccuvii i 13.310 11.377
Cash and cash eqUIVAIENIES ...........ooviiiiiiiie e 12.814 4.034
Deferred tax liabilities ( 1.340) ( 3.191)
Loans and borrowings . ( 33.831) ( 35.644)
Lease HaDilitIes ........c.cviiiiiiiie e (  175.631) 0
Trade and other payables ( 15.753) ( 8.683)
Deferred inCOMe ........ccoovvveeviieeeiineenn, ( 11.569) ( 4.726)
Net assets and liabilities 68.060 72.925
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Notes, continued:

7. Operating income
Transport revenue is specified as follows:

2019 2018

1.1.-31.3. 1.1.-31.3.
PASSENQEIS ...ttt ettt ettt ettt et ettt ettt et e e e e e e et e e e e e e e e e e e e aaaaaaaaaaaaaaaaas 135.442 141.971
Passenger ancillary TEVENUES ...........cccuieiiiee ittt e a e 17.553 16.178
Cargo and MAIL .....coceeiiiiiee e e 14.478 14.985
Total traNSPOIt FEVEINUE .......ooiiiiiieeiitie ettt nnne e 167.473 173.134
Other operating revenue is specified as follows:
Sale in airport and NOEIS ..........eviiiiiiie e 18.609 19.841
ReVENUE frOM LOUFISIM .....eiiiiiiiie it 17.153 24,735
Aircraft and cargo handling SEIVICES ........cc.eioiiiiiiiiiieeiie e 5.287 5.753
MaINTENANCE TEVENUE ...ttt ettt ettt e sne e 1.734 819
Gain on sale of OPErating ASSELS ....c.cvveieiiiiiie it 6.704 3.094
Other OPErating FEVENUE .........ccueiiiiiiiiee ettt e e e e st e e neee e s naeees 6.522 6.849
Total other OPErating rEVENUE ..........oeiiiiiieiiieie ettt e e 56.009 61.091

8. Operating expenses

Salaries and other personnel expenses are specified as follows:
ST= = 14 = PP 74.077 73.107
Salary-related EXPENSES ......oouuiiiiiie e 22.801 23.350
Other PersonNEl EXPENSES .......coiiiiiiiiiiie ittt 13.338 16.672
Total salaries and personnel EXPENSES .........cccvviririeeiiiiieieee e 110.216 113.129
Aviation expenses are specified as follows:
F Yol -V O {0 1= PR SOTPRPP 51.838 49.547
AITCIAE IEASE ... e e 3.970 8.304
Aircraft handling, landing and communICation ...........ccoocviieiiiieciiiecee e 24.739 24.169
Aircraft MaiNtENANCE EXPENSES .....uuiiiiiiiiiiiiiiee ettt et e e e e e e e saaeeeeeas 10.734 18.672
Total QVIationN EXPENSES ....coiieiiiiiiiiiiiee e et ee e e e st e e e e e e s bbereaeeeessntbeeraeeeeasneneees 91.281 100.692
Other operating expenses are specified as follows:
Operating cost of real estate and fiXIUreS ..........c.uueiiieiiiiiiiieie e 4.460 8.697
[©70] 01018 a1 o7 11 ] o PP SUPRRR 7.191 5.883
AQVEITISING ..eeeeeeeiiiee ettt e ettt e e e e e s bbbt e e e e e e ntb e e e e e e e e anneee 7.084 8.583
Booking fees and commisSioN EXPENSES ......cccvriirrieieiiiiie ettt 11.693 10.212
COSt Of GOOAS SOIA ...t 3.037 3.581
CUSTOMET SEIVICES ...iiiiiiiie e e ettt e e ettt e e e e ettt e e e e e e e bbb e et e e e e e snttaeaaaeesasneaeeeas 11.060 11.026
TOUFISIM EXPENSES ....eieeieiieeeieittieee e e e e ettt e e e e e e bbbt e e e e e e s s abbe e e e e e e s aanntbeeeeaesaanntbeeaaaens 8.768 15.978
Allowance for bad debt ......... ( 45) ( 917)
Other operating expenses 8.525 8.966
Total other operating expenses 61.773 72.009
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Notes, continued:

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

2019 2018

1.1.-31.3. 1.1.-31.3.
Interest income 0N banK dEPOSILS ........eeeeiiiiieiiiie e 329 431
Other INTErESTINCOME ....viiiii i e e et e e e e s et reeaee e ( 81) 354
Net foreign eXChange GaIN ............uiiiiiiiie e e e 184 4.816
FIiNance iNCOME tOTAl .........c.coiiiiiiiiii e e 432 5.601
Interest expenses on l0ans and DOITOWINGS ..........coiieeeiiiiieiriiie e 6.128 3.950
Interest on lease Nabilities ...........ccoviiiiiei e 3.342 0
Other INtEreSt EXPENSES ....ociiiieeiiiie ettt 256 243
FINANCE COSES tOLAI .....eiiviiiiiieiie e e 9.726 4.193
NEL fINANCE COSES ..ottt e et e e e st e e enbeeeesneeeean ( 9.294) 1.408

10. Operating assets
Aquisition of operating assets in Q1 2019 amounted to USD 172.1 million. Included are 2 Boeing 737 Max8
aircraft, 1 Boeing 737 Max9 aircraft, overhaul of own engines and aircraft spare parts in the amount of USD
164.4 million.

11. Equity
Reserves are specified as follows: Hedging Translation Other Total
reserve reserve reserves reserves
Reserves 1.1.2018 ........cccceevvienieenireenee e 13.914 42.240 71.253 127.407
Changes during the period ..........cccccoovveeniiveiinneen, 7.826 ( 262) ( 38.456) ( 30.892)
Reserves 31.3.2018 .......ccccevveeniiiniieenee e 21.740 41.978 32.797 96.515
Reserves 1.1.2019 ............... ( 26.434) 35.570 17.126 26.262
Changes during the period .. 15.074 ( 1.454) ( 5.826) 7.794
Reserves 31.3.2019 ............. ( 11.360) 34.116 11.300 34.056

12. 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.
31.3.2019 31.12.2018
Non-current loans and borrowings are specified as follows:

Secured DaNnK I0BNS .......cociiiiiiie e 265.129 203.093
UNSECUIE IONS ....iiiiiiiie ettt et 125.896 212.708
391.025 415.801
CUITENE MALUITIES ...viiiiiiiie ittt saee e e nreeas ( 183.293) ( 268.288)
Total non-current loans and DOFOWINGS .........uviiiiiiiiiiiiie e 207.732 147.513

Terms and debt repayment schedule:

Nominal Total
interest Year of remaining balance
Currency rates maturity 31.3.2019 31.12.2018

Secured bank loans ...........cc.uveee. UsD 4,7% 2022-2028 128.693 49.035
Secured bank loans ..........c.......... EUR 1,4% 2026-2028 70.029 72.983
Secured bank loans ...........ccuvveee. ISK 57% 2023-2036 36.243 38.193
Unsecured bond issue ................. usD 4,9% 2019 125.896 212.708
Secured bank loans - short term .. UsSD 6,0% 2019 30.164 30.022
Secured bank loans - short term .. ISK 0 12.860
Total interest-bearing liabilities ..... 391.025 415.801
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Notes, continued:

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

2019 2018
Repayments in 2019 (9 months)(2018: 12 MONtNS) ......oeevvvvveiiiieeirieee e 177.159 268.287
REPAYMENTS 1N 2020 ....ooiviiieiiiiee ettt ettt e e e e e sbreeea 28.407 12.809
RePAYMENTS N 2021 ...t e e 28.516 12.919
REPAYMENTS 1N 2022 ..ottt e b 32.342 16.674
RePaymMENtS iN 2023 ........oiiieiiiiieie e 41.398 26.494
SUDSEQUENT FEPAYMENLES ...ttt ettt e 83.203 78.618
Total 10ans and DOITOWINGS .......vvviiiiiieiiiiie et 391.025 415.801

14. 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. The table does not include fair value information for financial assets and
liabilities measured at fair value if the carrying amount is a reasonable approximation of fair value:

31.3.2019 31.12.2018
Carrying Carrying
amount Fair value amount Fair value
Unsecured bond iSSUE ..........cceevveeriieneiniieeeenne, ( 125.896) ( 134.768) ( 212.708) ( 198.171)
Secured 08NS ......ccevviiiiieeee e ( 265.129) ( 264.829) ( 203.093) ( 221.058)
Total oo, ( 391.025) ( 399.597) ( 415.801) ( 419.229)

15. Capital commitments
In 2013, Icelandair Group and Boeing signed an agreement for the purchase of 16 Boeing 737 Max8 and 737
Boeing Max9 aircraft with an option to purchase additional 8 aircrafts.

In 2018, Icelandair took delivery of the first 3 Boeing 737 Max8 aircraft from Boeing. In March 2019, Icelandair
took delivery of 2 Boeing 737 Max8 and 1 Boeing 737 Max9. All 3 aircraft were financed through sale and
leaseback agreements which generated a profit of USD 6.6 million which is included in operating income.

The delivery plan for future aircraft is as follows: 2019 2020 2021
B0EING 737 MAX8 ... 1 2 1
BOEING 737 MAXO ...t 2 3 1
LI ] = LU U PP PPPTUTN 3 5 2
16. Group entities
The Company held ten subsidiaries at the end of March 2019. Share
Passenger network:
N 7220 =3 PSS 100%
F g (o= =T To = o | S PP PR SRR 100%
Fjarvakur - Icelandair Shared Services ehf. .......ooooiiiiiiie e 100%
[ol=T0r: To I I (o B G0 1=T 0[S SO U PP PP PP OPPPPPPRRN 100%
[[oT=T = o] 1T =T o | PP PP OTPPPPRRPN 100%
[[oT= F=TqTo =TT = o | S PP PPPRRR 100%
Aviation services:
=TT T | PP PRPR 100%
Loftleidir - 1celandiC Ehf. ... ... e 100%
Tourism services:
Iceland Travel ENF. ... .. et e e e e e e e e e e e e e e e nnneeas 100%

100%

The subsidiaries further own fourteen subsidiaries that are included in the consolidated interim financial
statements. Four of those have non-controlling shareholders.

Icelandair Hotels ehf. ............cccccl.
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Notes, continued:

17. Ratios
The Group's primary ratios are specified as follows:
31.3.2019 31.12.2018

(1014 (=] o1 A = L[ T PRSPPI 0,77 0,71
Equity ratio 0,23 0,32
Intrinsic value of share capital 10,90 12,06

18. Significant accounting policies
The accounting policies and methods of computation applied in these consolidated interim 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 2018 except for the changes stated in note 4.

These consolidated interim financial statements are presented in U.S. dollars (USD), which is the Group's
functional currency. All financial information presented in USD has been rounded to the nearest thousand,
except when otherwise indicated.
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