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ICELANDAIR
GROUP.

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 30
September 2022 have been prepared in accordance with International Financial Reporting Standards (IFRS) 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". All
amounts are stated in thousands of USD.

According to the Consolidated Statement of Comprehensive Income, profit for the period from 1 January to 30
September 2022 amounted to USD 12.0 million. Total comprehensive loss for the period was USD 6.6 million. Equity
at 30 September 2022 amounted to USD 286.9 million according to the Consolidated Statement of Financial Position
and share capital amounted to USD 311.0 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 2022 have been
prepared in accordance with International Financial Reporting Standards (IFRS) as adopted by the EU and additional
Icelandic disclosure requirements for Consolidated Financial Statements of listed companies. The Condensed
Consolidated Interim Financial Statements have neither been audited nor reviewed by the Company's independent
auditors.

In the third quarter 2022 we had robust results on the back of strong post-pandemic travel demand during a period
where Icelandair’'s business model proved its worth. Profit amounted to USD 58 million up from USD 20 million last
year. EBIT was almost USD 93 million with a 19% EBIT margin. The results were driven by strong revenue generation
with total income amounting to USD 487 million up by 89% between years. Thereof passenger revenues amounted to
USD 408 million, a record in a single quarter.

We reached 82% of 2019 capacity and more than doubled the number of passengers between years. It is great to see
how fast our transatlantic market has recovered, accounting for 43% of the total number of passengers in the quarter.
Continued improvement of revenue generation from our Saga Premium product positively impacted unit revenue.
Furthermore, our cargo and leasing businesses continued to complement our revenue generation.

The on-time performance was 70%, negatively affected by staffing issues at major airports this summer. This in turn
affected customer experience but Icelandair’s extensive flight schedule, with its high frequency of flights and diverse
departure times within each day, enabled us to minimize the impact that these disruptions had on passengers.

Fuel price remained high throughout the quarter increasing by 78% year-on-year. Fuel cost amounted to USD 137
million, which is 38% of operation expenses compared to 23% in the same period last year. A larger proportion of the
substantially more fuel efficient B737 MAX aircraft within the fleet, in addition to improved load factor, resulted in a
20% reduction of CO2 emissions per OTK compared to Q3 2021.

Total assets on the balance sheet amounted to USD 1.4 billion and the equity ratio of the Company was 20% at the
end of September 2022.

The Company took delivery of two B737 MAX aircraft and one B767-300 freighter during the quarter. In addition, it
expects to take delivery of one B767-300 freighter on operating lease in addition to the purchase of three B737 MAX 8
aircraft before summer 2023. The financing for the B737 MAX aircraft is in progress.

Icelandair’s liquidity position was strong at the end of the third quarter with cash, cash equivalents and marketable
securities amounting to USD 321 million an increase of USD 58 million from the beginning of the year. Additionally,
the Company had undrawn committed credit lines in the amount of USD 52 million bringing the total liquidity to USD
373 million.

Icelandair will continue to rebuild capacity in the fourth quarter of 2022 and expects it to reach around 98% of 2019
levels compared to 82% of 2019 in Q3 2022. Despite significant economic turmoil in many of Icelandair's markets
booking flows continue to be resilient for early 2023.
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ICELANDAIR
GROUP.

Endorsement and Statement by the Board
of Directors and the CEO, contd.:

Statement by the Board of Directors and the CEO, contd.:

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 nine month period ended 30 September 2022, its
assets, liabilities and consolidated financial position as at 30 September 2022 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 2022 and confirm them by means of their
signatures.

Reykjavik, 20 October 2022.

Board of Directors:

Gudmundur Hafsteinsson, Chairman of the Board
Nina Jonsson

John F. Thomas

Matthew Evans
Svafa Gronfeldt

CEO:

Bogi Nils Bogason
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ICELANDAIR
GROUP.

Consolidated Income Statement and other Comprehensive
Income for the period from 1 January to 30 September 2022

Notes 2022 2021 2022 2021
Q3 Q3 YTD YTD
Operating income
TranspPort reVENUE .........cceviiiiiiniiiini 6 451,724 208,514 874,998 302,021
Aircraft and aircrew [€ase ...........cooevvvveeeieieiieiieee e 13,455 9,601 40,920 28,414
Other operating revenue ... 6 21,548 39,408 58,419 61,941

486,727 257,524 974,337 392,376
Operating expenses

Salaries and salary related expenses ........cccccoecveeiceeeicniennn. 74,758 60,395 224,789 148,188
AViation EXPENSES .........cccccoiiiiiiiiii 205,524 90,173 441,363 150,595
Other operating EXPeNnSes .......c..ueeiveiiiiiiiiiiieee e 79,996 66,531 185,858 108,160

7 360,278 217,099 852,010 406,943

Operating profit (loss) before depreciation

and amortization (EBITDA) .............cocoiiiiiiiiiee 126,449 40,425 122,327 ( 14,567)
Depreciation and amortization .............ccccoceeiiiiiieii e, 8 ( 33,729) ( 32,248) ( 86,739) ( 85,697)
Operating profit (loss) (EBIT) ...........ccccoiiiiiiiiiee, 92,720 8,177 35,688 ( 100,263)
Finance inCoOmMe ... 2,118 4,946 5,284 12,350
FINANCE COSES ...oouiiiiiiiiiii e ( 12,291) ( 6,474) ( 27,675) ( 14,857)
Fair value changes ..............ccceoiiiiiic ( 10,185) 11,103  ( 580) 15,076
Net finance (loss) income.............c.ccooeciiiiiiieiccee e 9 ( 20,358) 9,575 ( 22,971) 12,569
Gain on sale of associate ..............eeeiiiiiiiiiiiee e 0 4,653 0 4,653
Share of profit (loss) of associates, net of tax ..........ccccooceeee. 1,447 ( 1,144) 829 ( 3,789)
Profit (loss) before tax (EBT) .........ccccccciiviiiiiiee e 73,809 21,261 13,446 ( 86,830)
INCOME 8X .ottt ( 15,938) ( 1,615) ( 1,474) 21,440
Profit (loss) for the period ...............ccccooiiiiiiii, 57,871 19,646 11,972 ( 65,390)
Other comprehensive (loss) profit:

Currency translation differences ............c.ccccocciiiiinie ( 10,133) ( 5,316) ( 12,750) (  3,615)
Net loss on hedge of investment, net of tax ............c.ccceeeee ( 3,883 ( 2487) ( 4,570) ( 1,321)
Cash flow hedges - effective portion of changes

in fair value, net of tax .......cccovviriiiiii e ( 10,980) 4,466 ( 22,008) 20,715
Cash flow hedges - reclassified to profit or loss ..................... 3,785 (  1,346) 20,762 (  4,406)
Other comprehensive (loss) profit for the period ............... ( 21,211) ( 4,683) ( 18,566) 11,373
Total comprehensive profit (loss) for the period ................ 36,658 14,963 ( 6,594) ( 54,017)
Profit (loss) attributable to:

Owners of the COMPANY ......c.coveiiiiieiiie e 55,033 19,722 8,759 ( 65,243)
Non-controlling interest ..., 2,838 ( 76) 3,213 ( 147)
Profit (loss) for the period ..................ocooiiiii 57,871 19,646 11,972 ( 65,390)
Total comprehensive profit (loss) attributable to:

Owners of the COMPANY .....ccceiiiiiiiiiiiieee e 33,078 15,040 ( 9,807) ( 53,870)
Non-controlling interest ............cccoooiiiiiii e, 3,578 ( 77) 3,213 ( 148)
Total comprehensive profit (loss) for the period ................ 36,658 14,963 ( 6,594) ( 54,017)
Earnings per share:

Basic earnings per share in US cent per share ...................... 0.16 0.07 0.04 ( 0.22)
Diluted earnings per share in US cent per share .................. 0.16 0.07 0.04 ( 0.22)

The notes on pages 9 to 15 are an integral part of these Interim Consolidation Financial Statements.
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ICELANDAIR

Consolidated Statement of Financial Position
as at 30 September 2022

Assets

OPErating @SSELS .....cieiiuiiiiiiiiie et
Right-0f-US@ @SSELS ....ociiieieie e
Intangible assets and goOAWIll ............cooiiiiiiiiiiiii e
Investments iN @SSOCIAtES ..o
Receivables and dePOSItS .........c.coiiiiiiiiiiiie e
Deferred tax aSSet .. ..o

[[a3Y7=T a1 (o] f =TS
Derivatives used for hedging ........c.ueiiiiiiiii e
Trade and other receivables ..o
Marketable SECUNILIES .......ccooeeeiee e e
Cash and cash eqUIVaIENTS ...........ooiiiiiiii e

Current assets

Total assets

Equity

Share CapItal ......eiiiieeee e
Share premium ...
RESEIVES ..
Accumulated defiCit ........uuiiiiiieiiiii e —————————————————

Non-controlling interest ...

Liabilities

Loans and DOITOWINGS ...cccoiiiiiiiiiiie ettt e et e e e e e e e e e e e e e e e
Lease labilities ..........ccciiiiiiii e
Payables

Loans and DOITOWINGS .....ccoiuiiiiiiiee e
Lease labilities ........oo e
WATTANES ...viiiiiie ettt e e e e e et e e e e e e st e e e e e e e s e snnsbeeeeeeeeeansrnees
Derivatives used for hedging ........c.ueiiiiiiiiii e
Trade and other payables ..o
Deferred INCOME ... et e e eea e

Current liabilities
Total liabilities

Total equity and liabilities

Notes

10
11

10
1"
12

13

GROUP.

30.9.2022 31.12.2021
465,326 391,293
329,343 224,794
55,259 55,614
9,904 11,592
19,771 18,987
58,793 60,647
938,396 762,927
22,707 24,398
1,976 2,853
151,037 118,417
30,477 58,197
290,140 204,767
496,337 408,632

1,434,733 1,171,559

310,973 272,204
47,795 34,178
5,593 24,116

(  78399) ( 105876)
285,962 224,622

975 (  2,238)
286,937 222,384
214,949 222,139
305,491 212,042
39,146 23,384
559,586 457,565
52,766 35,646
45,608 33,617
0 18,395
3,274 1,136
181,243 143,736
305,319 259,080
588,210 491,610
1,147,796 949,175

1,434,733 1,171,559

The notes on pages 9 to 15 are an integral part of these Interim Consolidation Financial Statements.
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ICELANDAIR

GROUP.
Consolidated Statement of Changes in Equity
for the period from 1 January to 30 September 2022
Attributable to equity holders of the Company
Reserves
Non-con-
Share Share Hedging Translation Other Accumulated trolling Total
capital premium reserve reserve reserves deficit Total interest equity

1 January to 30 September 2021
Equity 1 January 2021 ......cccceiiiiiiiieee e, 212,969 13,208 ( 16,720) 8,403 16,690 0 234,550 ( 1,741) 232,809
Shares iSSUEA .........oceeeiiiiiiiiiieeee e 59,235 20,970 80,205 80,205
Warrants issued ..........ccoeveiiiiiniece e ( 3,300) ( 3,300) ( 3,300)
Warrants exercised ..............ooevvveeeeeeeeieeiiiieeeeeeeee, 4,095 4,095 4,095
Loss for the period ..........cccceviiiiiiiiiiieceees ( 65243) ( 65243) ( 148) ( 65,391)
Currency translation differences ...........ccccccocoeene ( 3,615) ( 3,615) ( 3,615)
Net profit on hedge of investment, net of tax ......... ( 1,321) ( 1,321) ( 1,321)
Effective portion of changes in fair value

of cash flow hedges, netof tax ...........cccccccceee. 16,309 16,309 16,309
Effects of profit or loss of subsidiaries

and associates .........coccevieiiiiici e 870 ( 870) 0 0
Equity 30 September 2021 ........cccoociiiiiiieee 272,204 34,178 ( 411) 3,467 17,560 ( 65,318) 261,680 ( 1,889) 259,791
1 January to 30 September 2022
Equity 1 January 2022 .........cccoooeiiiiiiee e, 272,204 34,178 92 4,970 19,054 (105,876) 224,622 ( 2,238) 222,384
Shares issued ........coooiiiiiiiiiieiee e 38,769 13,617 52,386 52,386
Warrants eXerciSed ............oooovvvveeeeeeeeeiiiiiieeeeeeaeenns 18,761 18,761 18,761
Profit for the period ..........ccccviiiiiie 8,759 8,759 3,213 11,972
Currency translation differences ...........c.ccccoceeens ( 12,750) ( 12,750) ( 12,750)
Net loss on hedge of investment, net of tax .......... ( 4,570) ( 4,570) ( 4,570)
Effective portion of changes in fair value

of cash flow hedges, net of tax .........ccccceeieeenie ( 1,246) ( 1,246) ( 1,246)
Effects of profit or loss of subsidiaries

and associates ..o 43 43) 0 0
Equity 30 September 2022 ............cccoeeeiiiieiieenn. 310,973 47,795 ( 1,154) ( 12,350) 19,097 ( 78,399) 285,962 975 286,937

The notes on pages 9 to 15 are an integral part of these Interim Consolidation Financial Statements.
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ICELANDAIR
GROUP.

Consolidated Statement of Cash Flows for the
nine months ended 30 September 2022

Notes 2022 2021 2022 2021
Q3 Q3 YTD YTD
Cash flows (to) from operating activities
Profit (loss) for the period ..........occoeiiiiiiii e, 57,871 19,646 11,972 ( 65,390)
Adjustments for:
Depreciation and amortization .............cccceeviiieniiien e, 8 33,729 32,248 86,739 85,697
Expensed deferred cost ..., 8,416 4,559 18,431 10,410
Net fiNANCE COSt ......iiiiiieeeee e 10,173 1,528 22,391 2,507
Gain on sale of associate ...........cccceeeiiiii 0 ( 4,653) 0 ( 4,653)
Changes in fair value ..........cccoieiiiiiiii e 10,185 ( 11,103) 580 ( 15,076)
Gain on sale of operating assets ..........ccccccoeiiiiieneenns ( 780) ( 1,218) ( 2,317) ( 7,514)
Share in (profit) loss of associates ...........ccccceeevveviiriennnnn. ( 1,447) 1,144  ( 829) 3,789
Deferred inCOME taX ......ccoeeiviiieeiieeeeeeeeeee e 15,938 1,615 1,474 ( 21,440)
134,085 43,766 138,441 ( 11,670)
Changes in:
INVENEOTIES ..eeeeeee et e e e e e r s 1,967 104 2,101 1,639
Trade and other receivables .............coeviieiiiiiiieiiiieeees 39,407 20,184 ( 38,971) ( 27,478)
Trade and other payables ..........ccccceeiiiiiiiiiic e, ( 61,784) 6,454 22,851 17,441
Deferred iNCOME ......coccviiiiiiiie e (157,471) ( 40,823) 47,211 78,125
(177,881) ( 14,081) 33,192 69,727
INterest reCeiVed ........coooueiiiiiiiieeeee e 640 92 1,915 375
Interest Paid ........cooviiiiiiii ( 5954) ( 4,585) ( 17,063) ( 13,508)
Net cash (to) from operating activities ( 49,110) 25,192 156,485 44,924
Cash flows (used in) from investing activities:
Acquisition of operating assets .........cccoooiiiiiiiii ( 54,538) ( 6,140) ( 249,507) ( 163,980)
Proceeds from sale of operating assets ...........ccccccvieeieennnns 1,056 13,618 111,024 194,978
Deferred COSt ... ( 1189) ( 3,112) ( 2,217) ( 5,597)
Acquisition of intangible assets .............ccccocciiiiiiin ( 22) 0 ( 315) ( 237)
Proceeds from sale of a subsidiary ............ccccccceeeiiiinn. 0 3,400 0 3,400
Investment in @ssociates ........ccoocvviiiiiiii i ( 233) 0 ( 271) ( 1,759)
Non-current receivables, change ............cccccoiviiinne 1,999 ( 1,887) 8,421 4,646
Cash attributable to assets held for sale ..........cccccooveeiinneenn. 0 ( 2953) 0 ( 5532)
Marketable securities, change ..........cooccoiiiiiiiiie 13,723 ( 29,639) 27,720 ( 18,728)
Net cash (used in) from investing activities ( 39,204) ( 26,713 ) ( 105,145) 7,190
Cash flows from financing activities:
Shares iSSUEA .......cooiiiiiiiiiii e 34,419 80,206 52,386 80,206
Proceeds from non-current borrowings ...........cccccceeeeeeniinneen. 0 0 42,002 3,229
Repayment of non-current borrowings ...........cccccovvveeeiiieeenns ( 12,355) ( 5,601) ( 31,159) ( 16,039)
Repayment of lease liabilites ..........ccccoooiiiiiiiis ( 9494) ( 10,313) ( 27,359) ( 19,247)
Net cash from financing activities 12,570 64,292 35,870 48,148
Change in cash and cash equivalents ........................... ( 75,744) 62,771 87,210 100,262
Effect of exchange rate fluctuations on cash held ............. ( 1672) ( 1,292) ( 1,837) ( 941)
Cash and cash equivalents at beginning of the period ..... 367,556 155,500 204,767 117,657
Cash and cash equivalents at periodend .......................... 290,140 216,978 290,140 216,978

Investment and financing without cash flow effect, see note 17.

The notes on pages 9 to 15 are an integral part of these Interim Consolidation Financial Statements.
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ICELANDAIR
GROUP.

Notes

1. Reporting entity
Icelandair Group hf. (the "Company") is a public limited liability company incorporated and domiciled in Iceland.
The address of the Company's registered office is at Reykjavikurflugvéllur in Reykjavik, Iceland. The Condensed
Consolidated Interim Financial Statements of the Company as at and for the nine months ended 30 September
2022 comprise the Company and its subsidiaries, together referred to as the “Group” and individually as "Group
entities" and the Group's interests in associates. The Group primarily operates in the airline and tourism industry.
The Company is listed on the Nasdaq Main Market Iceland.

The Group's audited Consolidated Financial Statements as at and for the year ended 31 December 2021 are
available at its website address, www.icelandairgroup.com and at the Nasdaq Main Market Iceland website
address, http://www.nasdagomxnordic.com.

2. Basis of accounting

a. Statement of compliance
The Group's Condensed Consolidated Interim Financial Statements for the nine months ended 30 September
2022 have been prepared in accordance with IAS 34, Interim Financial Reporting. They do not include all the
information required 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 2021.

These Condensed Consolidated Interim Financial Statements were approved for issue by the Board of Directors
on 20 October 2022.

b. Basis of measurement
The Consolidated Financial Statements are prepared on the historical cost basis except that derivative financial
instruments, part of deferred income and certain short-term investments are stated at their fair values.

c. Functional and presentation currency
The Company's functional currency is U.S. dollars (USD). These Condensed Consolidated Interim Financial
Statements are presented in U.S dollars (USD). All financial information presented in USD has been rounded to
the nearest thousand, unless otherwise indicated.

3. Use of estimates and judgements
In preparing these Condensed Consolidated Interim Financial Statements, management has made judgements,
estimates and assumptions that affect the application of the Group's 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 estimations of uncertainty were the same as those that applied to the audited Consolidated Financial
Statements as at and for the year ended 31 December 2021.

4. Changes in accounting policies
The accounting policies and methods of computation applied in these Condensed 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 2021. A number of new standards are effective for annual periods beginning after 1
January 2022 and earlier application is permitted; however, the Group has not early adopted the new or amended
standards in preparing these Condensed Consolidated Interim Financial Statements and they are not considered
to have significant impact on the Condensed Consolidated Interim Financial Statements.

Interim Financial Statements of Icelandair Group hf. 30 September 2022 9 Amounts are in USD thousands



ICELANDAIR
GROUP.

Notes, contd.:

5. Operating segments

The Group's operations are identified and reported as one operating segment. Geographic disaggregation of
revenue is based on point of sale.

Geographic segments for the nine months ended 30 September 2022

North America Europe Iceland Other Total
Transport revenue ...................... 432,800 255,394 175,418 11,386 874,998
Aircraft and aircrew lease ........... 5,400 2,908 8,105 24,507 40,920
Other operating revenue ............ 14,664 9,699 33,708 348 58,419
Total revenue ..........oevvvvvvevvennnnns 452,864 268,001 217,231 36,241 974,337
Total revenue % ......c.cocoevveenennne 46% 28% 22% 4% 100%

Geographic segments for the nine months ended 30 September 2021

North America Europe Iceland Other Total
Transport revenue ...................... 121,928 88,942 88,324 2,827 302,021
Aircraft and aircrew lease ........... 1,933 0 3,831 22,650 28,414
Other operating revenue ........... 10,840 12,965 37,985 150 61,041
Total revenue ..........ceevvvvvevvvnnnnnns 134,701 101,907 130,140 25,627 392,376
Total revenue % ......cccocveeeenneenn. 34% 26% 33% 7% 100%
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ICELANDAIR

GROUP
Notes, contd.:
6. Operating income
2022 2021 2022 2021
Transport revenue is specified as follows: Q3 Q3 YTD YTD
PaSSENGETS ....ooeiiiiiie et 408,288 171,775 757,887 212,110
Passenger ancillary revenue .............ccccccvevveeieeinnneen. 25,159 14,960 54,330 22,069
(7= 14 o TR 18,277 21,779 62,781 67,842
Total transport revenue ............ccccceveeiiiiiiinicieen, 451,724 208,514 874,998 302,021
Other operating revenue is specified as follows:
Sale at airport .......ccooooiiiiiiiiei e 2,963 2,347 6,189 3,405
Revenue from tourism ........ccooeeeiiiiiiiiiiiiieieeeieeeeeeeeeenn, 7,459 25,148 25,068 29,440
Aircraft and cargo handling services .............cccccco.... 4,581 4,664 11,690 10,026
Maintenance revVeNUE .............ccooeevueeeeeeeeeeiiiieeeeeeeeeens 957 435 1,768 2,628
Gain on sale of operating assets ............cccccceeeriinneen. 780 1,218 2,317 7,514
Other operating revenue .........ccccceeivciiieiiieee e 4,808 5,596 11,387 8,928
Total other operating revenue .............ccccccceeeiiiniineeen. 21,548 39,408 58,419 61,941
7. Operating expenses
2022 2021 2022 2021
Q3 Q3 YTD YTD
Salaries and salary related expenses are specified as follows:
SalAMES .o 60,275 49,367 174,195 118,093
Contributions to pension funds ...........ccccccvveeeeiinineen. 9,461 7,785 28,076 19,108
Other salary-related expenses .........ccccovciieieeeiinnnne 5,022 3,243 22,518 10,987
Total salaries and salary related expenses ................. 74,758 60,395 224,789 148,188
Aviation expenses are specified as follows:
Aircraft fuel .........oooooiiiiiii e 136,742 50,069 288,072 77,368
AIrcraft [88SEe ......ccoeeeeiiieieieeceeeeeeeeeeceeeeeeee 1,326 69 1,326 582
Aircraft handling, landing and navigation .................... 40,743 27,811 90,118 41,841
Aircraft maintenance expenses .........ccccccoeeeiiierieeeienns 26,713 12,224 61,847 30,804
Total aviation EXPENSES .......coevvvvveveieiiieieeeeeeeeeeeeeeeeeees 205,524 90,173 441,363 150,595
Other operating expenses are specified as follows:
Operating cost of real estate and fixtures .................. 2,354 1,664 6,708 3,819
CommuNiICation ........ccviiiieeieie e 8,211 6,818 19,847 15,399
AVEItISING e 6,334 2,795 15,819 8,452
Booking fees and commission expenses ................... 19,722 10,936 40,586 12,293
Cost of goods SOId ......cooiiiiiiiiiie 2,432 1,318 4,841 1,832
CUStOMEr SEIVICES ....uvvvvvriieiiiriiiiirieieieierererererererererenens 15,941 5,497 33,496 8,027
Travel and other employee expenses ...........ccccceeeneeee 14,765 11,624 36,685 18,384
TOUFSM EXPENSES ...cooiiiiiiieeeeeeciieeie e e e e eireeee e e e e e eneees 4,199 17,915 14,557 19,646
Allowance forbad debt ..........ccooiiiiiiiiiiiiiieeeel ( 1,475) 1,610 ( 7,623) 1,880
Other operating eXpenses ........cccovvveeiriiieeiiieee i 7,513 6,354 20,942 18,428
Total other operating expenses ..........ccccccceeevviiineenn. 79,996 66,531 185,858 108,160
8. Depreciation and amortization
2022 2021 2022 2021
Q3 Q3 YTD YTD
The depreciation and amortization charge in profit or loss is specified as follows:
Depreciation of operating assets ..........ccccceeiiennenn. 23,165 25,449 58,622 68,786
Depreciation of right-of-use assets .............ccccceeeeennne 10,421 6,290 27,451 15,021
Amortization of intangible assets ...............ccccciee 143 509 666 1,890
Depreciation and amortization .............ccccceiieeeeennnns 33,729 32,248 86,739 85,697
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Notes, contd.:
9. Finance income and finance costs
2022 2021 2022 2021
Q3 Q3 YTD YTD
Finance income and finance costs are specified as follows:
Interest income on cash and cash equivalents
and marketable securities ...........cccooeeeiiiiiiiiiiiieeee, 1,485 108 2,941 356
Interest income on lease receivables ............c............ 71 89 203 196
Other interest INCOME ........ooovviiiiiiiiie e, 562 140 2,140 3,465
Net currency exchange gain .........ccccocceeiiieeeiiiieenes 0 4,609 0 8,333
Finance income total ...........coooovemeeiiiiiiiieee e, 2,118 4,946 5,284 12,350
Interest expenses on loans and borrowings ............... 2,942 2,606 7,963 7,572
Interest on lease liabilities ...........ccocoveveeiiiiiiiiiiiies 3,677 2,405 9,313 4,932
Other interest eXpenses .......ccccccoevcvvveieeeeeeicciiiieee e 223 1,463 1,041 2,353
Net currency exchange 10SS .........ccoooiiiieiiiiiiiiiie. 5,449 0 9,358 0
Finance costs total ...........cccocciiiiiiiinii e 12,291 6,474 27,675 14,857
Changes in fair value of warrants, see note 12 ........... ( 10,185) 11,103 580 ) 15,076
Net finance (I0SS) INCOME .......ooviviiiiiiiiiiieeeieiieeeen ( 20,358) 9,575 22,971) 12,569
10. Loans and borrowings

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

which are measured at amortized cost, and changes during the year.

Non-current loans and borrowings:

Secured banK [08NS .........uuuuuuiiiiiiiiiiiii e
UNSECUrEA IOANS ...t e e
Total loans and DOITOWINGS .........eeeiiiiiiiiiiii e

Current maturities

Current loans and borrowings:

Current MatUNties .........ooo i
Total current loans and DOITOWINGS .........cooiiiiiiiiiiiiee e

Total loans and DOIrMOWINGS .........eeiiiiiiiiiiiie e

Terms and debt repayment schedule: Nominal
interest

Currency rates

Secured bank loans ..........cccccoovvvvvnnnnnnn. USD 5.0%
Secured bank l0ans ..........ccccvevvvevevennnen. EUR 2.4%
Unsecured 10ans .........cccoeeeevveeviiieeeeeenn, ISK 4.9%

Total interest-bearing liabilities .............ccccoiiiiiiii e,

Year of
maturity

2023-2034
2028
2023-2026

30.9.2022 31.12.2021
243,997 238,612
23,718 19,173
267,715 257,785
52,766 ) ( 35,646 )
214,949 222,139
52,766 35,646
52,766 35,646
267,715 257,785
Total
remaining balance
30.9.2022 31.12.2021
200,177 180,115
43,820 58,497
23,718 19,173
267,715 257,785

Included in Unsecured loans are deferred payroll tax payments that formed a part of general government
measures in 2020 and 2021 to mitigate the negative effects of COVID-19. The loans carry zero interest and are
measured at net present value. The deferred payments granted in 2020 are payable in monthly installments over
a 48-month period from July 2022 — June 2026. Payments deferred in 2021 are due in six installments from
September 2022 to February 2023. At year-end 2021 this amount totaling USD 8.9 million was included in Other

payables.

Icelandair Group has two committed credit lines in place with local banks in the total amount of USD 52 million.

The lines were undrawn as at 30 September 2022.
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GROUP.
Notes, contd.:
10. Loans and borrowings, contd.:
Repayments of loans and borrowings are specified as follows: 30.9.2022 31.12.2021
Repayments in 2022 (3 months)(2021: 12 months) .......ccoceeiiiiiiiee e 17,143 35,646
Repayments in 2023 ... e 48,027 46,847
Repayments in 2024 ........ ..o a e 57,934 58,541
Repayments in 2025 .........ooiiiiii e 36,407 34,605
Repayments in 2026 ..o 27,389 25,328
SUDbSEqUENT FEPAYMENTS ... e e e e e eeeaeeas 80,815 56,818
Total loans and DOIrrOWINGS .........cccoiiiiiiii e 267,715 257,785

1.

As part of its financial restructuring the Group signed deferral agreements with all major lenders in Q3 2020. The
deferral agreements included temporary waivers from certain pre-COVID financial covenants, originally set to
resume in the period of Q1-Q3 2022. On 7 February 2022 the Company terminated a loan agreement with two
local banks in the amount of USD 120 million which was 90% guaranteed by the Icelandic government. In relation
to the termination the Company renegotiated the timeline according to which the pre-Covid financial covenants
would resume to take effect. The pre-COVID financial covenants are now set to resume gradually from Q3 2022 -
Q4 2023.

The Group was not in breach of any financial covenants at 30 September 2022.

Lease liabilities

This note provides information of the Group's lease liabilities, which are measured at amortized cost, and changes
during the year.

Total
Interest Year of remaining balance

Currency rates maturity 30.9.2022 31.12.2021
Lease liabilities .........cocooveveeeeeeiieecneenn. UsD 4.4% 2022-2033 341,922 233,988
Lease liabilities indexed ...........ccceunn..... ISK 3.9% 2022-2029 8,123 10,160
Lease liabilities .........ccoovveeeeeiiecinnnen... other 2.5% 2022-2025 1,054 1,511
CUrTent MAtUNILY ..ot e e e e e e eeeas ( 45,608 ) ( 33,617)
Total non-current lease labilities ..o 305,491 212,042
Repayments of lease liabilities are specified as follows: 30.9.2022 31.12.2021
Repayments in 2022 (3 months)(2021: 12 months) ........cocvviiiiiiiiiee e, 11,309 33,617
Repayments in 2023 ..o 45,314 31,219
Repayments in 2024 ........ ..o e a e 40,915 28,614
Repayments in 2025 ... 41,278 28,003
Repayments in 2026 ..o 40,934 26,908
SUbSEqUENT FEPAYMENTES ...t 171,349 97,298
Total lease liabilities .......cooovviiiiii 351,099 245,659

Further lease agreements have been executed for one 767-300 freighter, scheduled for delivery in Q4 2022 and
two 737 MAX8 aircraft which are scheduled to be delivered in Q4 2023.

The lease liability for these three aircraft equals approximately USD 83 million. See further note 15.
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Notes, contd.:
12. Warrant liabilities
The warrants specified as follows:
Warrant liabilites ICEAIRW ICEAIRW ICEAIRW Bain Capital
130821 180222 120822 120822 Total
Total warrant liabilities 31.12.2020 ...... 9,129 9,001 9,634 0 27,764
Issued warrants ..........ccccceeeeeeeeeriiinnnnnn. 3,300 3,300
Gain on change
in fair value of warrant liability ......... ( 5,043) ( 997 ) ( 2,077) ( 65) ( 8,182)
Foreign exchanges difference ............. 9 ( 139) ( 154) ( 108) ( 392)
Exercised warrants ............ccccccvveeeennn. ( 4,095) 0 0 0 ( 4,095)
Fair value at 31.12.2021 ...................... 0 7,865 7,403 3,127 18,395
Gain on change
in fair value of warrant liability ......... 0 ( 1,795) 2,741 ( 366 ) 580
Foreign exchanges difference ............. 0 369 ( 423) ( 160 ) ( 214)
Exercised warrants ............c...cccccoeenee 0 ( 6,439) ( 9,721) ( 2,601) ( 18,761 )
Fair value as of period ending ............ 0 0 0 0 0

Warrant class ICEAIRW180222 was exerciseable in Q1 with 97.6% of warrant holders opting to exercise their
rights to purchase new shares in the Company at a price of ISK 1.22 pr. share. The total proceeds to the
Company amounted to USD 17.9 million.

The Bain Capital warrant was exercised in full in July 2022 at a price of ISK 1.64 pr. share. Warrant class
ICEAIRW 120822 was exerciseable in August with 98% of warrant holders opting to exercise their rights at a price
of ISK 1.30 pr. share. The total proceeds to the Company amounted to USD 34,4 million.

13. Deferred income

Sold unused tickets, fair value of unutilized frequent flyer points and other prepayments are presented as deferred
income in the Consolidated Statement of Financial Position.

Deferred income is specified as follows: 30.9.2022 31.12.2021
Sold unused tickets and VOUCKhENS ............uueiiiiiiee e 262,355 223,975
Frequent flyer points ..., 18,116 19,798
Other PrepayMENtS ... ... e e e e e e e e e e e e e nneeeeas 24,848 15,307
Total deferred INCOME .......ooiiiiie e 305,319 259,080

The amount allocated to sold unused tickets and vouchers is the book value of fares and fuel surcharges that the
Group has collected and is liable for to passengers. Thereof vouchers amounted to USD 46.6 million (2021: USD
83.7 million). The vouchers are generally valid for 3 years from the date of issuance.

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:

30.9.2022 31.12.2021

Carrying Carrying

amount Fair value amount Fair value
Derivatives used for hedging ........cccccceevveeiivenieennn. ( 1,298) ( 1,298) 1,717 1,717
Unsecured bond iSSUE ..........ccoevvuveeeieeeeeiiiiiieee e ( 23,718) ( 23,894) ( 19,173) ( 19,308)
Secured l0ans ........c..oeeeeeiieeee e ( 243,997) ( 254,822) ( 238,612) ( 248,043)
WaAITANES ...veeeeeeceeceeeee e 0 0 ( 18,395) ( 18,395)
Lease liabilities .......cccoeeeuieeieiieeeeeeeeeeee e ( 351,099) ( 351,099) ( 245,659) ( 245,659)
TOMAl e ( 620,112) ( 631,113) ( 520,122) ( 529,688)
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Notes, contd.:

15. Capital commitments

As announced in June 2022, The Company has entered into a purchase commitment for four 737 MAX8 aircraft.
One of these aircraft was delivered in Q3 and will enter scheduled service early next year, but the others are
scheduled for delivery in Q4 2022 and Q1 2023. The aircraft already delivered has termporarily been financed with
the Group's own funds but financing for all the aircraft is in progress.

In addition, the company has entered into lease commitments as described further in note 11.
See the table below for expected delivery date:

Q4 2022 Q12023 Q4 2023 Total
Boeing 737 MAXS .....oooiiiei e 1 2 2 5
Boeing 767-300 freighter ..........cccooiiiiiiiii 1 0 0 1
TOtaAl i 2 2 2 6

The Group took delivery of six new 737 MAX8 aircraft during the first three quarters of the year. Four of them are
classified as Right-of-use assets (of which two are financed through sale and leaseback agreements) and two
classified as Operating assets.

The Group has taken delivery of one B767-300 freighter on operating lease (classified as Right-of-use asset) at
the end of Q3 which is expected to enter service later this year.

16. Group entities
The Company held the following significant subsidiaries at the end of September 2022:

Share

FERIA €N, (VITA) ettt et b ettt e b e be e bt e be e ebe e nbeeeanee s 100%
[ceCap INSUraNCe PCC L. .......oooiiiiiieie et 100%
[CEEIGNIT ENT. et et e e 100%
[[o2T =T o E= 1 = o R PSP P PRI 100%
CAE Icelandair Flight Training €hf. .........oooiiiiii e 67%
FIUGFEIag ISIANAS @NF. .......oeoeieieeeeeeeeeeeeee ettt en e 100%
[celandair Cargo Ehf. .. ... e e 100%
Loftleidir - IcelandiC €Nf. .........ooiiiii e 100%

The subsidiaries further own six minor operating companies that are also included in the Condensed Consolidated
Interim Financial Statements. Two of those have non-controlling shareholders.

17. Investment and financing without cash flow effect

Many investing and financing activities do not have a direct impact on current cash flows although they do affect
the capital and asset structure of the Group and should be excluded from the statements of cash flows. The
exclusion of non-cash transactions from the statement of cash flows as these items do not involve cash flows in
the current period.

2022 2021 2022 2021
Investment and financing without cash flow effect: Q3 Q3 YTD YTD
Acquisition of right-of-use assets ............ccccceviinennns ( 48,448 ) ( 191) (  122,446) ( 132,590)
New or renewed 1€aSes .........cccceeiviiieiriiiieiieee e 48,448 ( 899) 125,808 133,802
Gain on sale due to sales and leaseback ................... 0 ( 158) 90 ( 2,460 )
Non-current receivables ............ccccooeiiiiiiiiiin e, 0 1,248 ( 3,452 ) 1,248
Loans and borrowings ..........cccuveeeieeiiiniiiieeeee e 0 0 8,927 16,492
Trade and other payables ...........ccccciiiiiiiiiciiienees 0 0 ( 8,927 ) ( 16,492 )
WaArrants ........oooiiiiiiie e ( 12,322) ( 795) ( 18,761 ) ( 795)
Retained earnings .......cccccocveviiieeiiiee e 12,322 795 18,761 795
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Alternative performance measures (APMs)

2022 2021 2022 2021
Traffic Q3 Q3 YTD YTD
NS Q000 TS 4,820 2,938 10,127 3,852
RASK (USD CENt) ..eveiieiiiiereeieeeee e 9.2 6.7 8.3 6.5
CASK (USD CENE) . 7.4 6.6 8.2 9.5
CASK less fuel (USD cent) .......cccvvveeeeeeiiiiiiiieiee e 4.7 5.1 5.6 7.8
RPK (1000) ...eeeeeeeeeieeie et 4,220 2,003 8,194 2,410
PAX e 1,430,100 695,702 2,841,899 916,818
OTP e 70.0% 86.0% 71.8% 87.0%
Passenger flights .........cccoooiiiiiiiiiiii e 5,228 3,193 11,358 5,190
L s 87.6% 68.2% 80.9% 62.6%
BH e 4,027 3,427 10,748 10,146
I S 000 TSP 29,661 35,087 98,842 102,940
Passenger mix
0 et s 590,319 364,115 1,179,206 442,046
L 0] o S 154,018 74,970 401,265 107,051
VI e 610,652 188,271 1,062,259 205,618
WIEhIN <o 75,111 68,346 199,169 162,103
Capital structure 30.9.2022 31.12.2021
Total cash and marketable securities (USD '000) ........cooiiiiiiiiieeeeeiiiieiiee e 320,617 262,964
Liquidity (USD "000) ...c.eeeiueeiieeieeeseeeeeeieseeesteeste e ee e e seeeseeeseeeseeaseenseameeaneesseenseenseeneeaneens 372,617 434,964
Net interest-bearing debt (USD "000) .......cccueiiiiiiieiiiiee e ( 52,902) ( 5,179)
Net lease liabilites (USD "000) .....ccueeureieiieieeseeseesee e e eeee e eee e eeeneesneeseeeseeeseeeeeenes ( 344,338) ( 238,137)
CUITENE FALIO .. et 0.84 0.83
EQUILY FatiO oot e et e e e e e e e e anneee 0.20 0.19
Intrinsic value of share capital ... 0.92 0.82

2022 2021 2022 2021
Other Q3 Q3 YTD YTD
Effective fuel price (USD pr. Metric tonn) ........cccccceeenee 1,227 716 1,150 701
CAPEX, GFOSS .eueteiieieiaeeeaeeenteeeeeeeeneeseeseeeseeeseeeseeaneeenes 55,749 9,252 252,039 169,814
CAPEX, Nt .ttt 54,693 ( 4,366) 141,015 ( 25,164)
N I =S 3,457 2,535 3,043 1,969
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Definitions

Traffic

ASK i Available seat kilometers, which is the total number of seats available on scheduled
flights multiplied by the number of kilometers these seats were flown

RASK ... Total revenues on a given flight divided by the ASK on that same flight

CASK ..ot Total operational cost per available seat kilometer is calculated by dividing total
operational cost on a given flight by availble seat kilometers (ASK) on that flight

CASK less fuel .......cccceveeeeiinienn. Total operational cost per available seat kilometer less fuel is calculated by
deducting cost of fuel, fuel hedges, carbon emissions trading expenses and de-icing
from total operational cost and divide by total availble seat kilometers (ASK)

RPK Lo Revenue passenger kilometers, the number of revenue passengers carried on
scheduled flights multiplied by the number of kilometers those seats were flown

PAX - Passenger .........cccccceeeenn. Each passenger is counted by the number of flight coupons his journey requires. A

passenger flying KEF-CPH is counted as one passenger, a passenger flying NYC-
KEF-CPH is counted as two passengers

OTP e Arrival on time performance, a measure of flights arriving within 15 minutes of
scheduled arrival time. OTP is calculated by diving the number of arrivals that arrive
within 15 minutes of scheduled arrival time with the total number of arrivals

Passenger flights ..........cccoceeens Flight flown by an airline for the purpose of carrying passengers, freight and mail
according to a published timetable for which it receives commercial remuneration

LF e Passenger load factor, calculated by dividing RPK by ASK

BH oo Block hours - the time computed from the moment the blocks are removed from the
wheels of the aircraft until they are replaced at the next point of landing

FTK oo The number of tonnes of freight carried, obtained by counting each tonne of freight

on a particular flight (with one flight number)

TO i The tourist market with Iceland as the destination

From ..o The Icelandic domestic market where Iceland is the point of departure
VIA e The interantional market between Europe and North America

Within ... The domestic operation within Iceland

Capital structure

Total cash and Cash and cash equivalents (including cash from assets held for sale) and
marketable securities .......... marketable securities
Liquidity .ooooereeiiieeieeeeee Total cash and cash equivalents (including cash from assets held for sale),
marketable securities and undrawn revolving facilities
Net interest-bearing debt ............ Loans and borrowings, net of total cash and marketable securities

Net lease liabilities Lease liabilities (including assets held for sale, net of lease receivables)

Current ratio .......c.coeevciiriiiennens Indicates how many times over current assets can cover current liabilities and is
calculated by dividing current assets with current liabilities

Equity ratio ..o Indicates the ratio of how leveraged the Company is and is calculated by dividing
total equity with total equity and liabilities

Intrinsic value of share capital .... Indicates the book value of each share and is calculated by dividing total equity with

share capital

Other

Effective fuel price ...................... Cost of jet fuel and surcharges, including hedging results, but excluding de-icing and
emissions trading cost (pr. tonn)

CAPEX, groSs ...ccccoevverieeeeinnneenns Capital expenditure of operating assets, intangible assets and deferred cost

CAPEX, néet ..coovvveieieeeiiiiieeeieieeeees Capital expenditure of operating assets, intangible assets and deferred cost less
proceeds from sale of operating assets

FTE oo Average full time employee equivalent
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