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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
June 2023 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, loss for the period from 1 January to 30 June
2023 amounted to USD 35.5 million. Total comprehensive loss for the period was USD 32.4 million. Equity at 30 June
2023 amounted to USD 241.0 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 six months ended 30 June 2023 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.

Profit in the second quarter of 2023 is the strongest Q2 result since 2016, amounting to USD 13.7 million compared to
USD 3.8 million in Q2 last year. EBIT totaled USD 20.9 million, improving by USD 19.6 million year-on-year, driven by
increased capacity, strong revenue generation, and lower fuel costs. Revenue totaled USD 414.2 million which is a
record for Q2 and represents an increase of 26% between years. Delays in maintenance projects and implementation
of aircraft led to aircraft shortages and one-off costs that negatively impacted the Q2 results by USD 8 million.

The capacity in the route network increased by 17% from Q2 last year. The number of passengers carried was 1.2
million compared to 990 thousand in Q2 2022, up 19%. The load factor was 83.6% and improved by 5.1 percentage
points compared to Q2 last year. Demand was strong, especially on North American routes, where the load factor
reached 86%, a record for this period.

The cargo operation was challenging and delivered negative results. Freight carried, measured in Freight Ton
Kilometers (FTK), increased by 30% between years, driven by an increase in transit freight following the addition of two
wide-body B767-300 freighter aircraft into operation. Sold block hours in the leasing operation increased 16% year-on-
year, resulting in a 41% revenue increase and strong performance during the quarter.

Icelandair employed an average of 3,795 full-time equivalents in Q2 2023, 19% more than in Q2 2022.

Equity amounted to USD 241.0 million, and the equity ratio was 14% at the end of the period. The liquidity position was
strong, with cash and marketable securities amounting to USD 469.2 million. Additionally, the Company had undrawn
committed credit lines of USD 52.0 million, bringing total liquidity to USD 521.2 million, which is the highest in the
Company’s history.

Icelandair and Airbus finalized a sale and purchase agreement for 13 A321XLR firm orders and purchase rights for an
additional 12 aircraft on 6 July. Icelandair also signed long-term lease agreements with SMBC Aviation Capital Limited
for four new A321LR aircraft, scheduled to be delivered in Q4 2024 and Q1 2025.

The prospects in the route network in 2023 are good, with strong bookings for the latter half of the year. Sharp capacity
increases on the market to and from Iceland and on the transatlantic market are expected to somewhat soften revenue
growth. Leasing is expected to deliver strong results in 2023, but cargo operation will remain challenging.
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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 six month period ended 30 June 2023, its assets,
liabilities and consolidated financial position as at 30 June 2023 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 June 2023 and confirm them by means of their signatures.

Reykjavik, 20 July 2023.

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 June 2023

Notes 2023 2022 2023 2022

Q2 Q2 YTD YTD

Operating income *Restated *Restated
PasSenger reVENUE .........cooeieiiiiiiie e 7 352,728 276,087 523,268 378,770
CargO INBVENUE ....coeiiieieeee e 22,020 24,177 45,711 48,954
LEASING FEVENUE .....ceoiiiiieee e ettt e e s e e e e 19,456 13,792 38,539 27,465
Other Operating rEVENUE ..........eeiiieiiiiiiiieeee e eiieieee e e eieeeeee e e 7 19,976 14,889 39,917 32,421

414,180 328,945 647,435 487,610

Operating expenses

Salaries and salary-related eXpenses ........ccccccovvcviieeeeeiiiiiiieeeeeenn, 105,930 83,869 184,592 150,031
Aircraft fuel ... —— 95,580 106,019 162,188 151,330
Other aviation EXPENSES ......cc.vvieiiieiiciiiieee e 71,024 50,851 119,834 84,509
Other Operating EXPENSES ......ccovirieeiiriierreee et 86,046 60,599 157,307 105,862

8 358,580 301,338 623,921 491,732

Operating profit (loss) before depreciation

and amortization (EBITDA) ... 55,600 27,607 23,514 ( 4,122)
Depreciation and amortization .............cccceevvieriieniieniee e, 9 ( 34,746) ( 26,401) ( 64,285) ( 53,010)
Operating profit (I0SS) (EBIT) ..vvviiiiieiiieeeiiieeeeee e 20,854 1,206 ( 40,771) ( 57,133)
FiNANCE INCOME .. ..ooveiiee e 3,176 1,504 9,514 3,166
FINANCE COSE ... ( 10,431) ( 9,895) ( 19,711) ( 15,384)
Fair value changes .........ccccociiiiiiii e 0 9,950 0 9,605
Net finance (COSt) INCOME.......coiciiiiiiieiiee e 10 ( 7,255) 1,559 ( 10,197) ( 2,613)
Gain on sale of subsidiary .........ccccoeeviiiiii 11 1,381 0 1,381 0
Share of gain (10Ss) 0f aSSOCIALES ........cccvviviiiiiiiiiciiecriereeie 361 ( 632) ( 174) ( 618)
Profit (Ioss) before tax (EBT) ...ooeeiviiieiiiiiiiieee e 15,341 2,133 ( 49,761) ( 60,365)
INCOME TBX 1ottt ettt ( 1,685) 1,669 14,285 14,464
Profit (loss) for the period ..., 13,656 3,802 ( 35,476) ( 45,901)
Other comprehensive income (loss):

Currency translation differences ..........cccccoocveiiieiiii e, 666 ( 4,788) 5253 ( 2,617)
Net profit (loss) on hedge of investment, net of tax ..........cccccoeeeee. 264 ( 1,490) 1,942 ( 687)
Cash flow hedges - effective portion of changes

in fair value, Net of taX ........covvveiiiiiiieeeeeeee e 5,353 ( 14,437) 3,492 ( 11,028)
Cash flow hedges - reclassified to profit or 10Ss ...........ccccceeeennn. ( 5,286) 13,410 ( 7,618) 16,977
Other comprehensive income (loss) for the period ................... 997 (  7,305) 3,069 2,645
Total comprehensive profit (loss) for the period ..........cc.ccc.. 14,653 ( 3,505) ( 32,407) ( 43,256)
Profit (loss) attributable to:
Owners of the COMPANY .......oveiiiiie e 13,477 3,622 ( 35,799) ( 46,274)
NON-CONLrolliNG INTEFEST ......veeeiiiiie e 179 180 323 373
Profit (loss) for the period ..........cccooiiiiiiii e, 13,656 3,802 ( 35,476) ( 45,901)
Total comprehensive profit (loss) attributable to:
Owners of the COMPANY ......ooveiiiiieiieie e 14,467 ( 2,834) ( 32,735) ( 42,885)
Non-controlling INErest ..........ccccveviiiiieiiee e 186 ( 673) 328 ( 372)
Total comprehensive profit (loss) for the period ...........c......... 14,653 ( 3,507) ( 32,407) ( 43,256)

Earnings per share:
Basic and diluted earnings per share in US cent ...........ccccccveenee. 0.03 0.02 ( 0.09) ( 0.12)

* Cargo revenue has been restated from Passenger and Other Operating revenue as a new line item in the
Consolidated Income Statement. Aircraft fuel cost has been restated from Other aviation expenses as a new line item
in the Consolidated Income Statement.

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

GROUP.
Consolidated Statement of Financial Position
as at 30 June 2023
Notes 30.06.2023 31.12.2022
Assets:
(O] o1T L1 g o - Y=l £ PSPPI 546,536 505,588
RIGNt-0f-USE ASSELS ....eiiiiiiiiiiii et e e et e e e e e e 374,225 318,971
Intangible assets and goodWIll ............cooviiiiiiiiiii e 55,174 55,202
INVESTMENTS IN ASSOCIAIES ...ceveieieiieeiee et e ettt e e et e e e e e e e e e e s e et e e eaaeeeeaans 9,307 11,903
Receivables and dePOSIES ........ccoiiiiiiiiiie e 21,608 17,668
DEfEITEA TAX ASSEL .. .ceiieeeeice ettt e e e e 70,524 55,593
Non-current assets 1,077,374 964,925
NV ET 01 (o =T 23,604 22,491
Derivatives used for NeAgiNg ... ....eeiiiiiiiii e 5,109 2,029
Trade and other reCeIVaADIES .........cooovviviiiiiiiii . 188,399 155,317
Marketable SECUITIES ......uuueiiieeie e e et e e e e e e errb e e eeaes 68,837 42,159
Cash and cash eqUIVAIENLS ...........ccuiiiiiiiii e 400,394 224,252
Current assets 686,343 446,248
Total assets 1,763,717 1,411,173
Equity:
Share capital 310,973 310,973
RESEIVES ..ot 32,522 19,450
ACCUMUIALEA UETICHT ... e e e e e e e e e e e e s ( 103,619) ( 57,914 )
Equity attributable to equity holders of the Company 239,876 272,509
NON-CONEFOIING INEEFEST ..t e e e 1,162 877
Total equity 241,038 273,386
Liabilities:
Loans and DOMTOWINGS .......uuiiiiiiiie e a e 12 240,306 207,264
Lease lIabilitieS ........coooiiiii e a e e e e arraaaes 13 345,521 296,692
PAYADIES ... e 44,332 33,947
Non-current liabilities 630,159 537,903
Loans and DOMTOWINGS .......uviiiiieiiiiiiii et e e et e e e e e e ennees 12 53,783 48,453
Lease labilities ........ooooiii i 13 52,757 45,463
Derivatives used for NeAgiNg .......cccvviiiiiiiiiie e 0 820
Trade and other PayabIES ..o 252,767 201,789
DEferred INCOME ...ovvieieeeeeeeeeeeeeee e 14 533,213 303,359
Current liabilities 892,520 599,884
Total liabilities 1,522,679 1,137,787
Total equity and liabilities 1,763,717 1,411,173

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

GROUP.
Consolidated Statement of Changes in Equity
for the period from 1 January to 30 June 2023
Attributable to equity holders of the Company
Reserves
Non-
Share Share Hedging Translation Other Accumulated controlling Total
1 January to 30 June 2022 capital premium reserve reserves deficit Total interest equity
Equity 1 January 2022 .........ccccovieieiniriiiiienree e 272,204 34,178 92 4,970 19,054 (105,876) 224,622 ( 2,238) 222,384
ShareS ISSUBM .....cvuviiiiiiiiiiiiee e 14,760 3,207 17,967 17,967
WarrantsS iSSUEM .......ccuvveeieeiiiiiiiiee et e e 6,439 6,439 6,439
(Loss) profit for the period .........cccoccvveriieeeiieeeee ( 46,274) 46,274) 373 ( 45,901)
Currency translation differences ............c.ccoccioiine ( 2,617) 2,617) ( 2,617)
Net loss on hedge of investment, net of tax .................. ( 687) 687) ( 687)
Effective portion of changes in fair value
of cash flow hedges, net of taX .......ccccceevviiiiieeiiiiinne 5,949 5,949 5,949
Effects of profit or loss and of subsidiaries
and assOCIAES ..........cceevriiiiiiiic 1,378 ( 1,378) 0 0
Equity 30 JUNE 2022 ......ooviiiieeeiiiiee et 286,964 37,385 6,041 1,666 20,432 ( 147,089) 205,399 ( 1,866 ) 203,533
1 January to 30 June 2023
Equity 1 January 2023 .......cccccoiieiiieiiiie e 310,973 ( 182) (  9,555) 29,187 (57,914) 272,509 877 273,386
(Loss) profit for the period ..., ( 35,799) 35,799) 323 ( 35,476)
Currency translation differences ..........ccocvvveeeviiiinne.n. 5,253 5,253 5 5,258
Net profit on hedge of investment, net of tax ................. 1,942 1,942 1,942
Effective portion of changes in fair value
of cash flow hedges, net of taX ........ccccecvveevieiierinennn. (  4,126) 4,126) ( 4,126)
Divestment of Non-controlling interest .............cccccveeenee ( 43) ( 43)
StOCK OPLIONS .o 97 97 97
Effects of profit or loss of subsidiaries
and assSOCIALES ..........cceevveiiiiiiiie 9,906 ( 9,906) 0 0
Equity 30 JUNE 2023 ......ocuiiiiieiiie e 310,973 0 ( 4308) ( 2,360) 39,190 ( 103,619) 239,876 1,162 241,038

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

GROUP.
Consolidated Statement of Cash Flows for the
six months ended 30 June 2023
Notes 2023 2022 2023 2022
Q2 Q2 YTD YTD
Cash flows to operating activities
Profit (Ioss) for the period .........cccoccvieiieeiiiiie e 13,656 3,802 ( 35,476) ( 45,901)
Adjustments for:
Depreciation and amortization ............ccccceeevcvviieeeeeecinnenn. 9 34,746 26,401 64,285 53,010
Expensed deferred COSt .......oooiiiiiiiiiiiiiiiieee e 7,104 5,179 12,329 10,015
Net fiNANCE COSL .......oiiiiiiiiiii e 10 7,255 8,391 10,197 12,218
Changes in fair value ..........cccoccveiiiee i 0 ( 9,950) 0 ( 9,605)
Gain on sale of operating assets ........ccccccevvvvvveveeeeeecinnenn. ( 372) ( 278) ( 493) ( 1,537)
Gain on sale of subSIdiary .........cocceeeiiieeeiiiiic e 11 ( 1,381) 0 ( 1,381) 0
Share in (profit) loss of associates ...........cccovvveeeeeeiicivienennn. ( 361) 632 174 618
INCOME T8X .euviiiiiiiiie ettt 1,685 ( 1,669) ( 14,285) ( 14,464)
62,332 32,508 35,350 4,354
Changes in:
INVENTOTIES ..eieiiiiiieeeiiee et ( 630) 577 ( 993) 134
Trade and other receivables ..........cccccovvveeiiiieiiiieenns 49,137 ( 4,979) ( 26,714) ( 78,378)
Trade and other payables .........cccceeviieeeiiiic e, 29,580 38,912 62,445 84,635
Deferred INCOME ......oooiieeeeeee e ( 3,237) 60,057 229,762 204,682
74,850 94,567 264,500 211,073
INtEreSt FECRIVEM ...uveeiiiiiieeee e 1,785 602 4,439 1,275
INTEreSt PRI ...covviiiiieiiie it ( 9966) ( 5964) ( 20,874) ( 11,109)
Net cash from operating activities 129,001 121,713 283,415 205,593
Cash flows to investing activities:
Acquisition of operating asSets ..........ccccervereriiieeeiiieee e ( 38,356) ( 29,968) ( 78,722) ( 194,969)
Proceeds from sale of operating assets ..........cccccocveveiiierenns 391 7,786 686 109,968
Deferred Cost, Change ........ccceviieiiiiiie e ( 350) ( 431) ( 9,022) ( 1,028)
Acquisition of intangible assets ...........cccccvieeiiiii e, ( 91) ( 87) ( 175) ( 293)
Proceeds from sale of (investment in) associates .................. 2,895 ( 38) 2,895 ( 38)
Non-current receivables, change ...........cccccveiiiic i, ( 4472) ( 1889) ( 8,261) 6,422
Marketable securities, Change ...........cccccceeeiiiiiiieiee e, ( 11,469) 17,418 ( 26,678) 13,997
Net cash used in investing activities ( 51,452) ( 7,209) (119,277) ( 65,941)
Cash flows from financing activities:
ShareS ISSUBH ..evvueiiiieieiiiee e 0 0 0 17,967
Proceeds from loans and borrowings .........cccccooceiieeeeniiiinnne. 0 0 63,461 42,002
Repayment of loans and borrowings ...........cccccvveiniieiinieene ( 14,292) ( 5,905) ( 28,848) ( 18,804)
Repayment of lease liabilites ............cccvvieiiiiii, ( 11,368) ( 9,063) ( 22,977) ( 17,865)
Net cash (used in) from financing activities ( 25,660) ( 14,968) 11,636 23,300
Change in cash and cash equivalents ..........cccccooniiiieinnnn. 51,889 99,536 175,774 162,952
Effect of exchange rate fluctuations on cash held ............. 22 ( 476) 368 ( 163)
Cash and cash equivalents at beginning of the period ...... 348,483 268,496 224,252 204,767
Cash and cash equivalents at period end ............cccevvvvnnnnnn. 400,394 367,556 400,394 367,556

Investment and financing without cash flow effect, see note 18.

The notes on pages 9 to 15 are an integral part of these Interim Consolidated 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 Reykjavikurflugvollur in Reykjavik, Iceland. The Condensed
Consolidated Interim Financial Statements of the Company as at and for the six months ended 30 June 2023
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 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 2022 are
available at its website address, www.icelandairgroup.com and at the Nasdag 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 six months ended 30 June 2023 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 2022.

These Condensed Consolidated Interim Financial Statements were approved for issue by the Board of Directors
on 20 July 2023.

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.

3. 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.

4. 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 2022.

5. 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 2022. A number of new standards are effective for annual periods beginning after
1 January 2024 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.
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ICELANDAIR
GROUP.

Notes, contd.:

6. 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 six months ended 30 June 2023

North America Europe Iceland Other Total
Passenger revenue .........cccccevvviiineeeens 288,268 123,585 101,479 9,937 523,268
Cargo revenuUEe .......ccceeeeeeeeeeeeeeeeeeeee, 1,712 14,614 29,382 2 45,711
Leasing revenue .........ccccveeeeeeeecnnnnenn. 16,274 0 2,504 19,761 38,539
Other Operating revenue ..................... 2,416 1,386 36,089 26 39,917
Total revenuUe .........ccooeeeeeeieieieee, 308,670 139,585 169,454 29,726 647,435
Total revenue % ........cccevvveeevnieeeniinenn. 47% 22% 26% 5% 100%

Geographic segments for the six months ended 30 June 2022

Restated

North America Europe Iceland Other Total
Passenger revenue ............ccccceeevveeenne 181,021 106,056 85,234 6,459 378,770
Cargo revVeNUE .........cccceeeeeeeiiinneeeeeenns 1,814 15,959 31,169 12 48,954
Leasing revenue ...............eeeevevvvveeeennnns 4,845 2,422 3,510 16,688 27,465
Other Operating revenue ..................... 1,074 1,016 30,216 115 32,421
Total revenue ........ccceveeveeviieeencieeeee 188,754 125,453 150,129 23,274 487,610

Total revenue %0 .......cccoeevcvveeeeeeeeicnnnee, 38% 26% 31% 5% 100%

7. Operating income *Restated *Restated
2023 2022 2023 2022

Passenger revenue is specified as follows: Q2 Q2 YTD YTD
Passenger aiffare ... 330,123 256,892 486,462 349,599
Ancillary revenue ..........ccccocvveeene 22,605 19,195 36,806 29,171

Total Passenger revenue 352,728 276,087 523,268 378,770

Other Operating revenue is specified as follows:

Revenue from tOUrSM ......ooovveiiiiieeec e 10,128 7,436 22,520 17,609
Sale At AIMPOMS ..eeiiiiiie e 1,774 1,539 3,267 3,226
Aircraft handling ..........cccocceiiinie 1,957 1,776 3,148 2,660
Gain on sale of operating assets 373 278 498 1,537
Other Operating rEVENUE .........ccoeeiiiiiiiieiee e iiieieee e 5,744 3,860 10,484 7,389
Total Other Operating reVENUE ..........ccoccuvviieeeeeiiiiiiieee e 19,976 14,889 39,917 32,421

* Cargo revenue has been restated from Passenger and Other Operating revenue as a new line item in the
Consolidated Income Statement.
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ICELANDAIR

GROUP.
Notes, contd.:
8. Operating expenses *Restated *Restated
2023 2022 2023 2022
Q2 Q2 YTD YTD
Salaries and salary-related expenses are specified as follows:
SAIAMNES .o 78,996 64,651 138,752 113,920
Contributions to pension funds ..........cccccoeiviiiiieee e, 12,570 10,305 22,254 18,615
Other salary-related eXPENSES ........ccovvvvrrieeeeeiiiiiiiee e 14,364 8,913 23,586 17,496
Total salaries and salary-related expenses ..........cccoccvveeeennn. 105,930 83,869 184,592 150,031
Average number of full time equivalents ..............ccooeeneen. 3,795 3,188 3,443 2,837
Aircraft fuel is specified as follows:
AIFCraft fuBl ....oooe i 82,840 114,221 143,384 159,773
Emission charges ... 6,474 5,034 10,534 8,236
FUEBI NEAQGES .. .eeieeeiiie ettt 6,266 ( 13,236) 8,270 ( 16,679)
Total Aircraft fuel COSt ..o 95,580 106,019 162,188 151,330
Other aviation expenses is specified as follows:
Aircraft and engine lease ..........cccceeeeeevnnen. 6,188 352 7,035 494
Aircraft handling, landing and navigation 39,000 31,034 65,347 49,375
Aircraft maintenance EXPENSES ......c.coevveeeeiieeeeeiieee e 25,836 19,465 47,452 34,640
Total Other aviation EXPENSES .......cceeviiviiieieeeiiiiiiieeee e 71,024 50,851 119,834 84,509
Other Operating expenses are specified as follows:
Travel and other employee eXpenses .......ccccceevveevieeeeeeeninens 18,799 13,303 32,435 21,920
TOUMSM EXPENSES ..evvveiirieeeiiiieeeaieeeesteeeestieeesteeeesnneeeeannreeeas 7,283 3,828 16,396 10,358
IT EXPENSES .. 8,534 5,823 15,702 11,636
AAVEITISING eeiiiiiiiiiiei e 5,829 5,337 14,140 9,485
Booking fees and commission eXpenses ..........ccccoceeevceeninene 17,169 15,647 26,778 20,864
Cost 0f gOOAS SOId ... 1,320 1,043 2,443 2,409
CUSIOMET SEIVICES ....oieiiieeiiieeee et e e e e e e e e evaaa s 14,842 11,182 25,312 17,555
Operating cost of real estate and fixtures ..............ccccceeuvneeee. 2,390 2,334 4,756 4,354
Allowance for bad debt ................. 854 ( 4,354) 1,389 ( 6,148)
Other Operating eXpenses .........cccccevvvvvveeeeenn. 9,026 6,456 17,956 13,429
Total Other Operating expenses 86,046 60,599 157,307 105,862

* Aircraft fuel cost is specified separately as it has been restated from Other aviation expenses as a new line item
in the Consolidated Income Statement. Aircraft and engine lease is specified separately as it has been restated
from Aircraft maintenance expenses as a new line item in the Other aviation expenses note.

9. Depreciation and amortization

2023 2022 2023 2022
Q2 Q2 YTD YTD
The depreciation and amortization charge in profit or loss is specified as follows:
Depreciation of operating asSets ........ccoocvveeeeeeiiiiiiiieneeenans 22,393 17,232 40,557 35,457
Depreciation of right-of-use assets 12,247 9,034 23,525 17,030
Amortization of intangible assets .........cccccoiiiiiin, 106 135 203 523
Depreciation and amortization recognized in profit or loss .... 34,746 26,401 64,285 53,010
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ICELANDAIR

GROUP.
Notes, contd.:
10. Finance income and (finance cost)
2023 2022 2023 2022
Finance income and (finance cost) are specified as follows: Q2 Q2 YTD YTD
Interest income on cash and cash equivalents
and marketable securities ...........ccccvvie i, 3,055 959 6,902 1,456
Interest income on lease receivables ..........cccceeeieeniiiiienenn. 42 77 92 132
Other iNtereSt INCOME ........cooviiiiiiiiie e 517 468 1,368 1,578
Net currency exchange (I0SS) gain .......ccccovveeeiivieeinieee e ( 438) 0 1,152 0
Finance inCome total ..........ccovveeeiiiiiiiiic e 3,176 1,504 9,514 3,166
Interest expenses on loans and borrowings ( 4,784) ( 2,204 ) ( 9,062) ( 4,073)
Interest on lease liabilities ............cccceeeeeveiinnnen.n. ( 4,968) ( 2,997) ( 9,373) ( 5,636 )
Other interest expenses ............ ( 679) ( 1,242) ( 1,276) ( 1,766 )
Net currency exchange loss 0 ( 3,452) 0 ( 3,909)
Finance COSt total ........coocviiiiiiiee e ( 10,431) ( 9,895) ( 19,711) ( 15,384)
Changes in fair value of warrants ..........cccccoceeeeviieeeniinee e, 0 9,950 0 9,605
Net finance (COSt) INCOME .........ceeviiiiiiiiiecee e ( 7,255) 1,559 ( 10,197) ( 2,613)

11. Gain on sale of subsidiary

In December 2021, Icelandair Group finalized the sale of Iceland Travel. Part of the sales price was subject to
certain performance metrics for 2022 that have now been realized. Revenue in the amount of USD 1.4 million was
realized in Q2 2023 related to the sale of subsidiary. The sales price has now been fully paid.

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 amortized cost, and changes during the year.

Loans and borrowings are specified as follows:

Non-current loans and borrowings: 30.6.2023  31.12.2022
SECUred DANK [OANS ....ooiviiiiiiiiiieieeeeeeeeeeeeee e 278,834 236,516
L0 T TSY Yo =T [N [0 = 1 1Y 15,255 19,201
Total 10ans and DOITOWINGS .....eoiiiiiiieiie et e et e e e e e st r e e e e e e sntbeeeeeeeeenneees 294,089 255,717
CUITENT IMALUITTIES ...ttt e e e e e e e e e et e e e eeeeeeeeeeeeeeeeeeeeeeeeaeaeaaeees ( 53,783) ( 48,453)
Total non-current 10ans and DOITOWINGS ........uviiiiiiiiii e 240,306 207,264

Current loans and borrowings:
CUITENT MALUITTIES ...ttt bbb ea et es s aaseseesseseseeeseeeeesereeeteeeeatatatataaaaaaaaaaaaaeens 53,783 48,453

Total current loans and borrowings 53,783 48,453
Total 10ans and DOITOWINGS .....cciiiiiiiiiie ettt e et e e e e e st e e e e e e s sntbeeeeaeeeennnes 294,089 255,717
Terms and debt repayment schedule: Nominal Total
interest Year of remaining balance

Currency rates maturity 30.6.2023 31.12.20212
Secured bank loans ..........cccccoeevvveennn. USD 7.4% 2024-2034 236,270 190,677
Secured bank loans ..........cccceeeeevvvinnne. EUR 3.7% 2028 42,564 45,839
Unsecured 10ans ..........cccceveeeiveennnene ISK 4.4%  2026-2030 15,255 19,201
Total interest-bearing iabilities ... 294,089 255,717

The Company 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 June 2023.
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ICELANDAIR

GROUP.
Notes, contd.:
12. Loans and borrowings, contd.:
Repayments of loans and borrowings are specified as follows: 30.6.2023  31.12.2022
Repayments in 2023 (6 months)(2022: 12 months) 24,902 48,453
REPAYMENLS 1N 2024 ...ttt et s et b e et e e s nnees 64,472 58,501
Repayments in 2025 ......... 42,966 36,985
REPAYMENES 1N 2026 ....eooiiiiieiiiiie ittt ettt e st e s et e e e snbb e et ee e snee e e sanees 34,555 27,852
RePAYMENTS IN 2027 .. ..ottt e e e e sttt e e e e e e s e tben e e e e e e s annnneeaaeeeaannes 21,011 15,096
SUDSEQUENT FEPAYIMENTS ....ueiiiiiiiiie ittt ettt ettt e sttt e et e e st e e e anbb e e e sbteeesbaeeesarbeeenans 106,183 68,830
Total 10ans and DOITOWINGS .....coiiiiiiieii ettt e e e e e ettt e e e e e s antaeeeaeeeeaneees 294,089 255,717

The Equity Ratio is the Group's main financial debt covenant and must remain in the range of 10-12.5% at the end
of Q1 and Q2 2023 rising to a range of 10-15% for Q3 and Q4 2023.

The Group was not in breach of any financial covenants at 30 June 2023.

13. 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  30.6.2023  31.12.2022
Lease liabilities .............ccccoeviiiiiinnnnne, usD 4.0% 2023-2033 387,461 331,684
Lease liabilities indexed ............cccvvvvees ISK 5.0% 2023-2038 9,772 9,245
Lease liabilities .......cccccoveeveiiiieneiiens GBP 2.2% 2024-2025 560 645
Lease liabilities ........cccccceeeviiiiiiiieennns other 3.7% 2023-2028 485 581
CUITENE MELUTITY ©eeeitiie ettt e et e sttt e e e s st e e e et e e e snbeeeeanteeeeanneeeesnneeeean (  52,757) (  45,463)
Total [ease lADINtIES ........ccoiiiiii e 345,521 296,692
Repayments of lease liabilities are specified as follows: 30.6.2023  31.12.2022
Repayments in 2023 (6 months)(2022: 12 MONtNS) ........cooviviiiiiiieiiie e 27,132 45,463
REPAYMENLS 1N 2024 ...ttt 51,182 42,890
RepayMENtS iN 2025 ..ot s 50,100 41,541
Repayments in 2026 ......... 49,880 41,024
Repayments in 2027 ......... 46,428 37,550

Subsequent repayments
Total loans and borrowings

173,556 133,687
398,278 342,155

Further lease commitments are in place for three B737 MAX 8 aircraft scheduled for delivery in Q4 2023 and Q1
2024. In addition a letter of intent has been signed for one B737-800 aircraft now expected to be delivered in Q4
2023 which will be subleased to a long-term leasing customer. The total lease liability for these four aircraft will be
approximately USD 90 million.

The expected deliveries of leased aircraft to the Company are shown below:

Q4 2023 Q1 2024 Total
A Y10 G < 2 1 3
BT737-800 ... e e et aaeaan 1 0 1
B o] 7= T 3 1 4

The Group has announced plans to operate leased Airbus aircraft scheduled to be delivered in Q4 2024 and Q1
2025. See further information in note 19.
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ICELANDAIR
GROUP.

Notes, contd.:

14. Deferred income

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

Deferred income is specified as follows: 30.6.2023  31.12.2022
Sold unused tickets and VOUCKHEIS ........oooeiiiiiiiee e 493,232 253,425
Frequent flyer POINTS ... 20,546 18,977
Other PrEPAYMENTS ....eiiiiiiieiiiie ettt e st e e s et e e s sab e e e ssbe e e e nnbeeeesraeee s 19,435 30,957
Total deferred INCOME .....ocooiiiii s 533,213 303,359

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 sold tickets with future travel dates amounted to USD
465.3 million (2022: USD 212.3 million) and vouchers amounted to USD 27.9 million (2022: USD 41.1 million).
When issued the vouchers were generally valid for 3 years. The validity of covid-related vouchers has been
extended by an additional two years from the date of original issuance.

The amount allocated to frequent flyer points is estimated by reference to the fair value of the discounted services
for which they could be redeemed, since the fair value of the points themselves is not directly observable. The fair
value of the discounted services for which the points, granted through a customer loyalty program, can be
redeemed takes into account the expected redemption rate and the timing of such expected redemptions. That
amount is recognized as deferred income.

Other prepayments consist mainly of prepayments for packages and charter flights.

15. Financial instruments and fair values

The fair value of financial assets and liabilities, together with the carrying amounts shown in the Consolidated
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:

30.6.2023 31.12.2022

Carrying Carrying

amount Fair value amount Fair value
Derivatives used for hedging ...........cccoeeveeveviecicicccce e 5,109 5,109 1,209 1,209
Unsecured bond iSSUE ........coovvviiiiiiiii, ( 15,255) ( 14,265) ( 19,201) ( 18,008)
SECUrEd 0ANS ...ooooiiiiiiiieee e ( 278,834) ( 281,243) ( 236,516) ( 234,488)
Lease HaDIlItIeS ..........oeuierireiiirieeeses e ( 398,278) ( 398,278) ( 342,155) ( 342,155)
1o ] = | USSP ( 687,258) ( 688,677) ( 596,663) ( 593,442)

16. Capital commitments

On 6 July 2023, the Group finalized the purchase agreement relating to the purchase of 13 Airbus A321XLR
aircraft with a purchase right for an additional 12 aircraft. The aircraft deliveries will commence in 2029. See further
in note 19.
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Notes, contd.:

17. Group entities
The Company held the following significant subsidiaries at the end of June 2023:

Ownership interest

Q2 2023 2022

IceCap INSUrANCe PCC L. ...cociiiiiiiiiiiee ettt e e sarrae e e 100% 100%
ICEEIGNIT ENT. oo e 100% 100%
ICelanNdair €N, ... 100% 100%
CAE Icelandair Flight Training €hf. .........cooiiiiiii e 67% 67%
FIUGFElag [SIANAS ENF. .....o.eiviieieeei ettt ettt 100% 100%
Icelandair Cargo Nf. .......ooo i 100% 100%
FERIA BhF. ettt e et e e et e b e e e 100% 100%
Loftleidir - IcelandiC ENf. ... ..o 100% 100%

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

18. 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 in the
current period.

2023 2022 2023 2022
Investment and financing without cash flow effect: Q2 Q2 YTD YTD
Acquisition of right-of-use assets ............ccccccciviiiiiiinnnnne ( 578) ( 25117) ( 73,405) ( 73,998)
New or renewed [€ASES ...........ueeeeiiiiiiiieiieee e 578 23,868 73,405 77,360
Gain on sale due to sales and leaseback .............cccoeeeveeennns 0 1,249 0 90
Non-current receivables ... 0 0 0 ( 3,452)
Loans and DOITOWINGS .....c.veveiiieieiiiiee e 0 0 0 8,927
Trade and other payables ..o 0 0 0 ( 8,927)
warrants ..o, 0 0 0 ( 6,439)
Retained earnings 0 0 0 6,439

19. Events after reporting date

On 6 July 2023, Icelandair finalized the purchase agreement for up to 25 A321XLR aircraft from Airbus. The order
consists of 13 firm orders and purchase rights for up to 12 additional aircraft. Deliveries will start in 2029. In
addition the Company has also concluded long-term lease agreements with SMBC Aviation Capital Limited, for
four new A321LR aircraft, scheduled to be delivered in fourth quarter of 2024 and first quarter of 2025.
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Alternative performance measures (APMs)

2023
Traffic Q2
ASK (IMIIL) et 4,226
RASK (US CENLS) ..vvviiiieiiiiiiiieeee et 8.6
CASK (US CENLS) ..vviieiiiiiee it 8.2
CASK less fuel (US CeNnts) ......ceeeevveiuivierieeiiiiiieeee e 6.1
RPK (MIIL) e 3,535
PAX et 1,180,530
[ I PR 75.1%
Passenger flights .........ccoovieiiiiiiiie e 4,488
SR SURSSSRS 83.6%
Sold Block Hours - LEasiNg .....c.cvveveeeiiiiiiieiiee e, 3,798
[ N (0100 SRR 45,914
Total CO2 emMISSIONS tONS ....oeevviiieiiiieeriiiee e 287,278
CO2 emissions Per OTK .....ccooiiiiiiiiieiiee e 0.74
Passenger mix
LI TSP 455,775
FrOM e 172,468
YT SRR 481,196
WIHIN Lo 71,091

Capital structure

Total cash and marketable securities (USD '000) .........ccceerrimeeiineeeeniiieennnns
Liquidity (USD "000) ...c.veeieeeieiieiieiiesiee e st et ettt sse ettt ste e e e
Net interest-bearing debt (USD "000) ........oooririeiiiireeiniiiee e
Net lease liabilites (USD "000) ......coeeiuireeiiiieeiieeeesieeeeaniieeesieeeessereeessneeeesnns

Current ratio

Equity ratio ..........ccceennnee
Intrinsic value of share capital ..........cccccoiiiii
2023
Other Q2
Effective fuel price (USD pr. Metric ton) ........ccccoevvvveeeennnn. 913
CAPEX, gross (USD "000) .....ceeevrvereeniieeenieieenieee e 38,797
CAPEX, net (USD '000) .....ccveivrerrieniiienirienireeiee e 38,406
T E s 3,795
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2022
Q2

3,603
8.0
8.2
55
2,830
989,820
75.5%
4,002
78.5%
3,288
35,442
255,787
0.78

385,836
161,157
369,362

73,465

1,195
30,486
22,700

3,188

2023
YTD

6,581
8.3
9.0
6.8
5,366
1,844,818
76.3%
7,308
81.5%
7,530
89,147
463,001
0.76

743,897
309,579
657,739
133,603

30.6.2023

469,231
521,231
175,142)
394,327
0.77
0.14
0.78

2023
YTD

989
87,919
87,233

3,443

2022
YTD

5,307
7.5
8.9
6.4
3,974
1,411,799
74.3%
6,131
74.9%
6,721
69,181
389,034
0.82

588,887
247,247
451,607
124,058

31.12.2022

266,411
318,411

10,694 )
336,392
0.74
0.19
0.88

2022
YTD

1,109
196,290
86,322
2,837



ICELANDAIR

GROUP.
Alternative performance measures (APMs), contd.:
Traffic
ASK s 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 ..o Total revenues on a given flight divided by the ASK on that same flight
CASK ..t Total operating and depreciation cost per available seat kilometer is calculated by

dividing total operating and depreciation cost on a given flight by availble seat
kilometers (ASK) on that flight

CASK less fuel ......oocoeeeviieiennnen. Total operating and depreciation 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 operating and depreciation cost and divide by total availble
seat kilometers (ASK)

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

PAX - Passenger .......cccccoceeveennns 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 oo 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 ..........ccccocveenee. Flight flown by an airline for the purpose of carrying passengers, belly freight and mail
according to a published timetable for which it receives commercial remuneration

Passenger load factor, calculated by dividing RPK by ASK

Sold Block hours in the leasing operation. Block Hours is 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 o, The number of tons of freight carried, obtained by counting each ton of freight on a
particular flight (with one flight number)

Total CO2 emissions tons ........... Carbon emission from all operations, including scope 2 and 3 emissions, measured in
tons

CO2 emissions per OTK ............. Carbon emission measured relative to one ton of carried passengers and cargo loads

one kilometer

TO e 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 ..o The domestic operation within Iceland

Capital sturcture

Total cash and Cash and cash equivalents (including cash from assets held for sale) and marketable
marketable securities .............. securities

LiqUIdity weveeeeeeieieeee e 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.cceeveiiiiiniieenn Indicates how many times over current assets can cover current liabilities and is
calculated by dividing current assets with current liabilities

Equity ratio .........ccooevveeeeiiciiieenn. 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
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GROUP.
Alternative performance measures (APMs), contd.:

Other

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

CAPEX, QroSS ...ccovevveeeniieeeiieeenns Capital expenditure of operating assets, intangible assets and deferred cost

CAPEX, N€t .oovveiiieeeiiiee e 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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