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ICELANDAIRA
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 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. The
condensed consolidated interim financial statements have not been audited or reviewed by the Company's
independent auditors.

For the period from 1 January to 30 September 2019, loss amounted to USD 27.9 million. Total comprehensive
loss for the period was USD 16.4 million. At the end of the period equity amounted to USD 500.9 million, including
share capital in the amount of USD 44.2 million. Reference is made to the consolidated statement of changes in
equity regarding information on changes in equity.

The Group had expected to have nine Boeing 737 MAX in its fleet in 2019 which accounts for about 25% of
Icelandair’s fleet and 27% of its available seats. On 12 March 2019, the Boeing 737 MAX aircraft were suspended
which has caused adverse effects in Icelandair‘s operations. In the third quarter, a partial compensation agreement
was reached with Boeing in connection with the Group's loss resulting from the suspension. This was recognized
partially as increased passenger revenue and partially as decreased aircraft lease expenses in aviation expenses.
In the fourth quarter, another agreement was made with Boeing regarding the second partital compensation due to
the MAX suspension. Details on these agreements with Boeing are confidential. The estimated net EBIT impact of
the MAX suspension is still significant. The Group is in ongoing discussions with Boeing regarding compensation
for the financial loss resulting from the suspension.

Statement by the Board of Directors and the CEO

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 2019,
its assets, liabilities and consolidated financial position as at 30 September 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 30 September 2019 and confirm them by
means of their signatures.

Reykjavik, 31 October 2019

Board of Directors:

Ulfar Steinddrsson, Chairman of the Board
Omar Benediktsson

Gudmundur Hafsteinsson

Heidrdn Jonsdaéttir
Svafa Gronfeldt

CEO:

Bogi Nils Bogason
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ICELANDAIRA
GROUP

Consolidated Statement of Comprehensive Income
for the period from 1 January to 30 September 2019

Notes 2019 2018 2019 2018
Q3 Q3 YTD YTD

Operating income
TranSpPOrt rEVENUE ........cocouiiiiiiiiiii s 7 422,640 406,491 914,478 874,343
Aircraft and airCrew 18aSe ........cooouuiiiiieiiiee e 23,464 29,462 67,781 92,430
Other operating revenue ...............ccccooeiiiiciicic 7 87,839 109,240 203,053 244,945

533,943 545,193 1,185,312 1,211,718

Operating expenses

Salaries and other personnel eXpenses .........cccccvvveveveveveieeennnnns 119,818 130,813 366,848 388,927
AVIatioN EXPENSES ....vviiiieiiiiiiiiiie e et 186,825 176,271 438,122 419,438
Other operating EXPeNSEeS ........ccovciiiiiiiiee e 94,658 123,116 237,129 291,878

8 401,301 430,200 1,042,099 1,100,243

Operating profit before depreciation and

amortisation / EBITDA ............ccoooiiiiiinie e 132,642 114,993 143,213 111,475
Depreciation and amortisation ............cccccceivceeiiiin e ( 51,574) ( 36,698) ( 145,828) ( 99,191)
Operating profit (loss) before net finance costs / EBIT ......... 81,068 78,295 ( 2,615) 12,284
FINanCe iNCOME ........coiiiiiiiiie e 3,538 4,035 5,030 2,391
FINANCE COSES ..o ( 7688) ( 5610) ( 27,456) ( 14,533)
Net finance Costs ...........ccooiiiiiiiiiiii 9 ( 4,150) ( 1,575) ( 22,426) ( 12,142)
Share of (loss) profit of associates, net of tax ..........cccccveennee. 17 ( 450) 213 ( 7,465) 1,772
Profit (loss) before tax / EBT...........c..ccoooiiiiieiiieiiieee e, 76,468 76,933 ( 32,506) 1,914
INCOME 8X oveiiiiiii e ( 15,008) ( 14,904) 4,587 ( 141)
Profit (loss) for the period ..............ccccooiiiiiiii 61,460 62,029 ( 27,919) 1,773
Other comprehensive income (loss):

Foreign currency translation differences of foreign operations .. 665 ( 2,725) ( 1,853) ( 8,289)
Net profit (loss) on hedge of investment, net of tax .................. 453 ( 4,514) ( 4,799) ( 4,514)
Effective portion of changes in fair value

of cash flow hedge, net of tax ..........cccoecviiiiiiii e, 7,428 ( 9,090) 18,129 4,668
Other comprehensive income (loss) for the period ............... 8,546 ( 16,329) 11,477 ( 8,135)
Total comprehensive income (loss) for the period ................ 70,006 45,700 ( 16,442) ( 6,362)
Profit (loss) attributable to:

Owners of the COMPANY ......ccveeeiiiiiieiiee e 61,530 61,887 ( 25,700) 1,607
Non-controlling interest .............ccccoociiiiiiii i, 17 ( 70) 142 ( 2,219) 166
Profit (loss) for the period ..............ccccooiiiiiiiii 61,460 62,029 ( 27,919) 1,773
Tc19.

Owners of the Company .........ccccceviieiiiiiiece e 69,914 45575 (  14,679) ( 6,480)
Non-controlling interest ...........cccviieiii i 92 125 ( 1,763) 118
Total comprehensive income (loss) for the period ............... 70,006 45,700 ( 16,442) ( 6,362)
Earnings per share:

Basic earnings per share in US cent per share ............cccccce.. 1.19 1.29 ( 0.54) 0.04
Diluted earnings per share in US cent per share ....................... 1.19 1.29 ( 0.54) 0.04

The notes on pages 8 to 19 are an integral part of these interim consolidation financial statements.
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ICELANDAIRA
GROUP

Consolidated Statement of Financial Position
as at 30 September 2019

Notes 30.9.2019 31.12.2018

Assets
OPErating @SSEIS ....ciiiiiiiiiiiiii e 10 645,312 673,420
Right-0f-USE @SSEtS .....ooiiiiiiie e 4 145,486 0
Intangible assets and goOOAWIll ............oooiiiiiiiiiiiii e 178,446 177,568
INVESTMENtS IN @SSOCIAIES .......iiieieiee e 25,042 26,134
(D2 (=14 (Yo I oTo 1) SRR 0 91
Receivables and deposits .......cccooeiiiiiiiiii i 36,219 17,365
Non-current assets 1,030,505 894,578
[aNVZ=T 0 (o =TT 28,599 25,951
Derivatives used for hedging .......cc.eeeiiiiiii i 2,183 666
Trade and other reCeivables ...........ccooooiieiiiiiii e 167,283 118,298
Assets classified as held for sale ... 6 279,311 125,169
Cash and cash eqUIVaIENTES ..........ccoooiiiiiiiiiiii e 171,243 299,460
Current assets 648,619 569,544
Total assets 1,679,124 1,464,122

Equity
Share CapItal ...cooee e e e 44,199 39,053
Share PremilMm ... —— 174,299 133,513
RESEIVES .....viiiiiiii 11 33,615 26,262
Retained earnings 249,002 271,034
Equity attributable to equity holders of the Company 501,115 469,862
Non-controlling interest ... ( 246 ) 1,517
Total equity 500,869 471,379

Liabilities

Loans and DOITOWINGS ..o e e e e e 12 193,727 147,513
Lease lHabilities .........ccoiiiiiiiiiee e 4 143,164 0
L 1= o] L= S 25,502 14,554
Deferred tax liabiliti©S .......ouu.oeieeeee e e e e e e e 31,961 32,868
Non-current liabilities 394,354 194,935
Loans and DOITOWINGS ...t e e e e e 12 75,171 268,288
Y- TR [F= 1 o] |1 =T SRR 4 23,985 0
Derivatives used for Nedging .........cccoiiiiiiiiiiiiie e 15,194 39,660
Liabilities classified as held for sale .............covvvvveiiviiieiiiiiiiiieieieeeeeeeeeeeeeeeeeeeeeees 6 214,130 52,244
Trade and other payables ... 253,367 222,766
Deferred iNCOME .....oiiiiiiiieieee e e e e e e e e e e e e e ennreees 202,054 214,850
Current liabilities 783,901 797,808
Total liabilities 1,178,255 992,743
Total equity and liabilities 1,679,124 1,464,122

The notes on pages 8 to 19 are an integral part of these interim consolidation financial statements.
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ICELANDAIRA
GROUP

Consolidated Statement of Changes in Equity
for the period from 1 January to 30 September 2019

Attributable to equity holders of the Company

Non-con-
Share Share Retained trolling Total

1 January to 30 September 2018 capital premium Reserves earnings Total interest equity
Equity 1 January 2018 ........ccceeeenne. 39,532 140,519 127,407 282,739 590,197 1,338 591,535
Impact of IFRS15 implementation ..... 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 .................. ( 8,087) 1,607 ( 6,480) 118 ( 6,362)
Effects of profit or loss and

dividend from subsidiaries ............. (26,236) 26,236
Dividend (0.15 US cent per share) .... ( 7,254) ( 7,254) ( 7,254)
Equity 30 September 2018 ................ 39,053 133,513 93,084 308,338 573,988 1,456 575,444
1 January to 30 September 2019
Equity 1 January 2019 ......ccocvevieennne. 39,053 133,513 26,262 271,034 469,862 1,517 471,379
Total comprehensive loss .................. 11,021 ( 25,700) ( 14,679) (1,763) ( 16,442)
Share issued .........ccoceviieiiieiriiiene 5,146 40,786 45,932 45,932
Effects of profit or loss and

dividend from subsidiaries .............. ( 3,668) 3,668
Equity 30 September 2019 ............... 44,199 174,299 33,615 249,002 501,115 ( 246) 500,869

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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ICELANDAIRA
GROUP

Consolidated Statement of Cash Flows for the
nine months ended 30 September 2019

Note: 2019 2018 2019 2018
Q3 Q3 YTD YTD
Cash flows from operating activities:
Profit (loss) for the period .........ccoooeeiiiiiiii e 61,460 62,029 ( 27,919) 1,773
Adjustments for:
Depreciation and amortisation ...............ceevvviieiiiiiiiiiiieeeennnns 51,574 36,698 145,828 99,191
Expensed deferred COSt ........cooeiiiiiiiiiiiieiiiiee e 0 2,593 0 7,516
Net fiNANCE COSES ...nniiieiiie e 4,150 1,575 22,426 12,142
Gain on the sale of operating assets ...........ccccoceveiiieennne ( 65) ( 25) ( 2,389) ( 3,235)
Share of loss (profit) of associates ..........cccevcvveviceeiiieenn. 450 ( 213) 7,465 ( 1,772)
INCOME taX ..o 15,008 14,904 ( 4,587) 141
132,577 117,561 140,824 115,756
Changes in:
Inventories, decreace (iNCrease) ........cccceevveeeeeceeeesveennn 569 ( 405) ( 2,981) ( 4,102)
Trade and other receivables, decrease (increase) ......... 1,904 32,575 ( 50,307) ( 44,309)
Trade and other payables, (decrease) increase ............. ( 15,216) ( 21,888) 43,867 34,717
Deferred income, (decrease) ..........cccoveeevviiieeeniienennne (142,737 ) (171,074) ( 12,185) ( 3,230)
Cash used in operating activities (155,480) (160,792) ( 21,606) ( 16,924)
INterest reCeIVEd ..........uvvveivieiiieiiieieieeeveveeeeeveveeeveveraaans 976 189 1,830 1,030
Interest Paid .........coceiiiiiie ( 6,692) ( 5044) ( 28,214) ( 14,087)
Income taxes paid ........ccceeeiiiiiiiiiiee e 0 ( 2549) 0 ( 9233)

Net cash (used in) from operating activities ( 28,619) ( 50,635) 92,834 76,542

Cash flows used in investing activities:

Acquisition of operating assets .........cccooooiiiii ( 16,676) ( 53,973) (219,179) (232,872)
Proceeds from the sale of operating assets ...........cccccceeeenn. 3,049 25 154,085 52,833
Non-current paybles, change ..........ccccoccoveviiie i ( 2,939) 0 ( 17,280) 0
Acquisition of intangible assets .........ccccccceviiiiiiii ( 3,049) ( 560) ( 4,637) ( 2,078)
Capitalised deferred cost .........occccvviiiiieiiiie e 0 0 0o ( 1,397)
Non-current receivables, change .........ccccocociiiiiii e, 1,926 ( 21,767) ( 6,360) ( 73,205)
Cash attributable to assets held for sale ...........cccccevcieernneenn. 8,461 ( 5280) ( 7,254) ( 5,280)
Short term investments, change ..........cccccoviiiiiinee 0 5,015 0 ( 4,561)
Net cash used in investing activities ( 9,228) ( 76,540) (100,625) ( 266,560 )

Cash flows from financing activities:

Purchase of treasury shares ............cccccciiiiiiiiiiii e, 0 0 0 ( 7,483)
Dividend paid .........ccueeiiiiiii 0 0 0 ( 7,256)
Shar€ iSSUEBA .......eiiii e 0 0 45,932 0
Proceeds from non-current borrowing .........cccccceeeeeveiiiiiennnnn. 0 3,122 79,799 102,917
Repayment of non-current borrowings ..........cccccoccoeeeiienennee. ( 5828) ( 12,400) (226,221) ( 16,675)
Repayment of lease liabilities ............cccovvieiiiiiiiiiieee 4 ( 6,863) 0 ( 22,689) 0
Proceeds from short term borrowings 47,080 72,254 4,198 74,687
Net cash from (used in) financing activities 34,389 62,976 (118,981) 146,190
Decrease in cash and cash equivalents ............................. ( 3,458) ( 64,199) (126,772) ( 43,828)
Effect of exchange rate fluctuations on cash held ............. ( 250) ( 1,476) ( 1,445) ( 1,980)
Cash and cash equivalents at beginning of the period ...... 174,951 241,058 299,460 221,191
Cash and cash equivalents at end of the period ................ 171,243 175,383 171,243 175,383
Investing and financing activities without cash flow effect:
Acquisition of right-of-use assets ..........ccocceevieneeiiienees ( 1,509) 0 (109,725) 0
New or renewed [€ASES ...........uoieieeiiiiiiieieie e 2,280 0 110,496 0
Acquisition of operating assets ........ccccoceeiiiiiiiiee e, 0 ( 11,770) 0 ( 64,276)
Non-current receivables ...........ccccovioiiiiiie e ( 771) 0 771) 52,506
Trade and other payables ............cccceeeiviiiiiiieie e, 0 11,770 0 11,770

The notes on pages 8 to 19 are an integral part of these interim consolidation financial statements.
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ICELANDAIRA
GROUP

Notes

1. Reporting entity
Icelandair Group hf. (the "Company") is a public limited liability company incorporated and domiciled in
Iceland. The condensed consolidated interim financial statements of the Company as at and for the nine
months ended 30 September 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 and tourism
sectors. The Company is listed on 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.nhasdagomx.com.

2. Basis of accounting

The condensed consolidated interim financial statements for the nine months ended 30 September 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.
These interim financial statements have been prepared in accordance with |IAS 34, Interim Financial
Reporting. Interim Consolidated Financial Statements have been prepared under the historical cost
convention, except for financial assets and liabilities, which are valued at fair value through other
Comprehensive Income. 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.

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.

These interim financial statements were approved for issue by the Board of Directors on 31 October 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.

Interim Financial Statements 30 September 2019 8 Amounts are in USD thousands



ICELANDAIRA
GROUP

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

On 1 January 2019, the Group 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 30 September 2019 by USD
6.5 million. The effects on line items in the Consolidated Statement of Comprehensive Income are as follows:

Amounts
without 2019
adoption of Adjustment 1.1.-30.9.

IFRS 16 IFRS 16 As reported
Operating income
TranSPOIt FEVENUE .......ccoiiiiiiiiiiie ittt 914,478 0 914,478
Aircraft and airCreW [€aSe .........coooooieeeeeeeeeeeeeeeee e 73,186  ( 5,405 ) 67,781
Other operating reVeNUE ...........cccoceiiiiiiiieie e 207,477 ( 4,424 ) 203,053
Total operating iINCOME ........couiiiiiiiei e 1,195,141  ( 9,829) 1,185,312
Operating expenses
Salaries and other personnel eXpenses .........cccocceveviiiieiiieee e 366,848 0 366,848
AVIation EXPENSES .....eeiiiiiiiiiiiie et 457,845 (  19,723) 438,122
Other operating @XpenSes ............cccciveiiiiiiiiiiii e 250,510 ( 13,381) 237,129
Total operating EXPENSES .......cooiiiiiiiiiiii e 1,075,203 ( 33,104) 1,042,099
Operating profit before depr. and amortisation / EBITDA ................. 119,938 23,275 143,213
Depreciation and amortisation ..............cccceriieieiiiiee e ( 124,188) ( 21,640) ( 145,828)
Operating loss before net finance costs / EBIT ............cccceiiiien. ( 4,250) 1,635 ( 2,615)
Net finance COStS ... ( 12,619) ( 9,807) ( 22,426)
Share of loss of associates, net of tax ......cccocceviiiiiii, ( 7,465 ) 0 ( 7,465 )
Loss before income tax/ EBT ... ( 24,334) ( 8,172) ( 32,506)
[aTeTo] 0= 7= 2,953 1,634 4,587
Loss for the period ... ( 21,381) ( 6538) ( 27,919)
EQUItY ratio ..o 0.37 0.30

Interim Financial Statements 30 September 2019 9 Amounts are in USD thousands



ICELANDAIRA
GROUP

Notes, continued

4. continued
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 the Group 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.

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).

Provision for maintenance of leased engines has been classified as lease liability under IFRS 16 during the
year. Reclassification has been made in the third quarter and provision for maintenance of leased engines is
classified under IAS 37 as provision. Reclassification has been made in the balance sheet due to these
classification changes. USD 26 million have been reclassified from lease liability to payables and USD 6 million
from right-of-use-assets to receivables. Expenses are recognized through depreciation. During the first nine
months of 2019 depreciation amounted to USD 17 million.

Interim Financial Statements 30 September 2019 10 Amounts are in USD thousands



ICELANDAIRA
GROUP

Notes, continued

4. continued

Land &
Right of use assets Real Estate Aircraft Other Total
Recognised on initial application .............cccccceeones 198,106 69,690 1,068 268,864
Sublease agreements on inital application ............. ( 1,467 ) ( 15907) ( 110) ( 17,484)
AdJUSTMENTS * L. ( 24241) ( 15184) ( 89) ( 39514)
Adjusted balance ..........cccoeceeiiieiiie e 172,398 38,599 869 211,866
Adjustments for indexed leases ............ccccceeerneennn. 2,927 ( 2,116) 18 829
New or renewed 1€aSes .........cccceeevieeeiiiieeeiiiieeee ( 685) 110,019 391 109,725
Depreciation ..........coocceeeeiiee e ( 9,636) ( 11,559) ( 445) ( 21,640)
Reclassified to assets held for sale ........................ ( 144,361) 0 ( 103) ( 144,464)
Currency translation adjustment ............c.cccoccceene ( 10,829) 0 ( 1) ( 10,830)
Balance at 30 September 2019 .........cccceeevvinineeenn. 9,814 134,943 729 145,486
Net expenses recognized prior to IFRS 16 ............. 12,569 10,204 501 23,274
Depreciation in accordance with IFRS 16 .............. ( 9635) ( 11,559) ( 445) (  21,639)
Interest expenses in accordance with IFRS 16 ...... ( 5220) ( 4,543) ( 44 ( 9,807 )
Effect on EBT due to IFRS 16 .......ccoceeviiiiiiiiens ( 2,286) ( 5,898 ) 12 ( 8,172)
Land &
Lease receivables Real Estate Aircraft Other Total
Long term receivables .............ccccoiiiiiiiiiis 1,768 8,384 0 10,152
Next year payment of lease receivabels ................. 443 6,051 0 6,494
Reclassified to assets held for sale ....................... ( 694 ) 0 0 ( 694 )
Total lease receivables ...........cococeeviiiiiiiieiieeen, 1,517 14,435 0 15,952

Long term receivables are included in receivables and deposits within non-current assets, next year payment
are included in trade and other receivables within current assets.

Lease liabilities 30.9.2019
Recognised on initial appliCation ... 289,723
F e 1851 10 LT o T PP PPP TSR (  53,500)
e TS (=T I o= 1= T TSRS 236,223
Adjustments fOr INAEXEA [EASES ........coiiiiiiiiiiie et e e e e e e 862
NEW OF TENEWEA [BASES .......oieieiiiei ettt e e e et e e et e e e et e s e st e e eaaa e e seaaesssannseraanaes 110,496
Repayment of lease Iabilities ..........c..oooiiiiiiiii e e ( 22,689)
Reclassified to liabilities held fOr SAlE ...........coociiii e ( 147,280)
Next year payment of 1ease labilities ..........ooooiiiiiiiiiiii e ( 23,985)
Currency translation adjustment ........ ..o ( 10,463)
Balance at 30 September 2019 ... 143,164
Maturity analysis 30.9.2019
Repayments in 2019 (3 MONNS) ...ooi it e e e e e 6,081
REPAYMENTES 1N 2020 .....oiiiiiiieiiiiee ettt ettt e e e e e bt et e e nneeeean 23,266
Repayments iN 2027 ... ... ettt e e e e e e e et e e e e e e e et e e e e e e e e e e nnnreeeeas 21,616
REPAYMENTES 1N 2022 ...ttt ettt e et e ettt e e e s 20,513
Repayments in 2023 ... ... e e e e e e e et e e e e e e e e n e e e e e e e e e e nnnraeeeas 20,365
SUDSEQUENTE FEPAYMENTES ...ttt st e e e seb e e e e b e e sneeas 75,308
Total lease liabilities .......ccooveieiii 167,149

* Adjustments include reclassification of engine provision from right-of-use asset to receivable and lease liability
to payables and recalculation of lease agreements.
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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; Passenger network,
Aviation services and Tourism services.

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 seven subsidiaries within the Passenger network segment. The largest one is Icelandair, the
international passenger airline. 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.

Other subsidaries are Air Iceland Connect, the domestic and regional carrier, Icelandair Shared Services, the
group‘s shared service center, Feria, which operates under the name VITA as an outgoing tour operator,
Iceeignir, a real estate company that holds the real estate of Icelandair Group, IceCap, a captive insurance
company based in Guernsey and A320, a dormant.

From the beginning of the year 2019, Air Iceland Connect and Feria were restated from Aviation services
(previously Avaiation investment) to Passenger network (previously International flight operations).

Aviation services

There is one subsidiary within the Aviation services segment, Loftleidir Icelandic, which offers aircraft leasing
and consulting services to international passenger airlines and tour operators.

In addition, Icelandair Cargo, a subsidiary of Icelandair ehf. is classified in this segment. Icelandair Cargo offers
freight services by utilizing the belly capacity within aircraft of the Icelandair passenger network as well as with
their own freighters.

Tourism services

There are two subsidiaries within the Tourism services 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.
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5. continued

Reportable segments for the nine months ended 30 September 2019

Passenger Aviation Tourism

network services services Total
External revVenUEe ..........cooooeeeiiiiiieieeeee e 924,637 125,920 134,755 1,185,312
Inter-segment revenUE ...........cccceeeeeeeeiiiciiiieee e 87,616 3,782 5,917 97,315
SegmMENt FEVENUE ......ooiiiiiiiee et 1,012,253 129,702 140,672 1,282,627
Depreciation and amortisation ...........cccccceeviieeeiiieeennns ( 113,358) ( 19,708) ( 12,762) ( 145,828)
Segment EBIT ...ooooiieeeeee e ( 39,052) 23,805 12,632 ( 2,615)
FinanCe iNCOME ........coiiiiiiieeee e 3,558 506 72 4,136
Finance CoStS .......uuviiiiiiiiiii e ( 19,966) ( 955) ( 5,641) ( 26,562)
Share of profit (loss) of equity accounted investees ...... 132 ( 7,620) 23 ( 7,465)
Reportable segment (loss) profit before tax / EBT ......... ( 55,328) 15,736 7,086 ( 32,506)
Reportable segment assets ..........cccccceeevviiiiiiiiie e, 2,004,973 130,112 303,167 2,438,252

Reportable segments for the nine months ended 30 September 2018 (restated)

External revVenUEe ..........cooooeeeiiiiiieieeeee e 892,707 143,284 175,727 1,211,718
Inter-segment revenUE ...........ccccveeeeeeiiiciiiieeee e 72,973 4,546 9,221 86,740
Segment reVeNUE .........euiiiiiiiieeee e 965,680 147,830 184,948 1,298,458
Depreciation and amortisation ..............cccccecveeeeiiiieeenn. ( 91,410) ( 2,749) ( 5,032) ( 99,191)
Segment EBIT ... ( 14,042) 17,013 9,313 12,284
Finance inCome ...........cccccveiiiii 1,975 429 661 3,065
Finance CoStS .......uuviiiiiiiiiii e ( 13,212) ( 768 ) ( 1,227) (  15,207)
Share of profit of equity accounted investees ................ 1,671 0 101 1,772
Reportable segment (loss) profit before tax / EBT ......... ( 23,608) 16,674 8,848 1,914
Reportable segment assets ..........ccccceeeevveiiiiiiiie e, 2,107,230 83,865 91,311 2,282,406

Reconciliations of reportable segment revenues, profit or loss, assets and liabilities, and other material

items

2019 2018

YTD YTD

Revenue
Total revenue for reportable SegmMeNts ..........ccooooiiiiiiiiiicci e 1,282,627 1,298,458
Elimination of inter-segment revenue ................ccooiiiiiiiiii e, ( 97,315) ( 86,740)
CONSONAALEA TEVENUE ...ttt e e e e e e e e e e e e e e ranns 1,185,312 1,211,718
Profit or loss
Consolidated (loss) profit before tax ... ( 32,506) 1,914
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5. continued

Reportable Consoli-
Other material items segment Adjust- dated
totals ments totals
1.1.-30.9. 2019
L= [0 L= o = TR ( 2,615) 0 ( 2,615)
FiNGNCE INCOME ... 4,136 894 5,030
FINGNCE COSES .. ( 26,562) ( 894) ( 27,456)
Share of loss of associates ...........ccocveeciiiiiiiiiii e ( 7,465 ) 0 ( 7,465 )
Capital expenditure ... 223,816 0 223,816
1.1.-30.9. 2018
SegMENt EBIT ..ooooiiii et 12,284 0 12,284
FiNANCE INCOME ... e e 3,065 ( 674 ) 2,391
FINANCE COSES ....ueiiiiiiiie e ( 15,207) 674 ( 14,533)
Share of profit of associates ..........ooovvvvieviiiiiiiiie 1,772 0 1,772
Capital eXpenditure ...........occciiiiiii e 236,347 0 236,347

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

YTD YTD
Revenues
NOMh AMEIICA ... 42% 37%
o<1 F= T o Lo [T 20% 27%
West Continental EUIOPE .........eiiiiiiiie e e e 16% 13%
S Toz= 1o o [0 F= 1Y/ - PP STPRRR 8% 6%
United KINGAOM ...t et e e e 4% 13%
O NET e 10% 4%
o) e=1 I =AY = LU= J R 100% 100%
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6. Assets held for sale
The Company plans to sell its subsidiaries classified in Tourism services segment following a strategic decision
to place greater focus on the Group’s key competencies, i.e. the airline industry. See further in notes 5 and 16.

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 2019 2018

Q3 Q3 YTD YTD

Restated Restated

REVENUE ..o 68,130 92,423 144,766 188,902
Elimination of inter-segment revenue ....................... ( 4,364) ( 6,288) ( 9,732) ( 13,175)
External revenue ..........ccoooiiiiiii e 63,766 86,135 135,034 175,727
EXPENSES ...eeeiiieiieiee e ( 57,330) ( 76,698) ( 142,877) ( 179,170)
Elimination of expenses of inter-segment sales ....... 4,364 6,288 9,732 13,175
External @Xpenses ........cccceeeeeiiiiiiieee e ( 52,966) ( 70,410) ( 133,145) ( 165,995)
Profit from operating activities ........c.ccccccvreeeenne. 10,800 15,725 1,889 9,732
INCOME taX ..eeeiiiiiccieec e ( 2,174) ( 3,125) ( 440) ( 1,929)
Profit from Tourism services, net of tax ............... 8,626 12,600 1,449 7,803
Basic earnings per share in US cent per share ........ 0.20 0.29 0.03 0.18
Diluted earnings per share in US cent per share ...... 0.20 0.29 0.03 0.18
Net cash to operating activities ............cccccceeeeevnnneenn. 4,659 8,382 17,796 15,028
Net cash used in investing activities .............c........... ( 5,539) ( 10,977) ( 8,960) ( 22,351)
Net cash (used in) from financing activities .............. ( 7,162) 2,214 ( 12,246) 16,955
Net cash flows for the period ..............ccccuernnenis ( 8,042) ( 381) ( 3,410) 9,632

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 September 2019 following a strategic decision by the Board.
Icelandair Hotels was classified as an asset held for sale at year end 2018. Both Icelandair Hotels and Iceland
Travel were classified as held for sale as at 30 September 2019. The carrying amounts of the major classes of
assets and liabilities were as follows:

30.9.2019 31.12.2018

OPEratiNng @SSELS .....eeiiiiiiiiei e e e 96,279 102,491
Right-0f-USE @SSEtS ......ooiiiiiiee 144,464 0
Intangible assets and goOOAWIll ............coiiiiiiiiiii e 5,573 5,457
INVEStMENLS IN @SSOCIAES ....coeiviiiiiiiiiiiieeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee e eaeaees 1,013 1,055
11T ] (o] 4 = TSR 807 755
Trade and other reCeIVabIES .............uuuuuiuiiiiiii e 23,921 11,377
Cash and cash eqUIVaIENES ... 7,254 4,034
Deferred tax liabilities ... ( 3,767) ( 3,191)
Loans and DOIMOWINGS ........ccuoiiiiiiiiii e s ( 33,509) ( 35,644)
Lease liabilities ...........cccoceiiiiiiii i ( 147,280) 0
Trade and other payables ... ( 21,464) ( 8,683)
Deferred iNCOME .....occiiiiiiiiiee et e et e e e e e sttt e e e e e e sesanreeeaeeesannes ( 8,110) ( 4,726)
Net assets and liabilities ..., 65,181 72,925
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6.

continued

On 13 July 2019, the Company signed a share purchase agreement (the “Agreement”) with Berjaya Property
Ireland Limited (“Berjaya”), a subsidiary of Berjaya Land Berhad, whereby Berjaya acquires a majority share in
Icelandair Hotels and related real estate (the “Hotels”) at year-end 2019.

According to the Agreement Berjaya will acquire a 75% equity share in Icelandair Hotels, subject to the
Company holding a 25% equity share for a minimum of 3 years. Alongside the signing of the Agreement, the
Company and Berjaya, have entered into a put and call option agreement regarding the remaining 25% equity
share.

The enterprise value of the Hotels amounts to USD 136 million. The final purchase price of Berjaya‘s 75% share
will be determined by the amount of net working capital and net interest-bearing debt at the date of delivery.

The purchase price is payable in cash and will be paid to the Company in tranches. The completion of the
transaction and final payment will take place at year-end 2019, upon the delivery of the shares. The Agreement
is subject to various conditions, such as the necessary approvals pertaining to requirements under Act no.
19/1966 and the refinancing of the Hotels. Berjaya‘s due diligence on the Hotels has already been completed.

At year-end 2019 the Company will hold the Hotels as a 25% minority stake and account them as a associate in
the Company's financial statement.
The Company's shares in Lindarvatn ehf., the company that owns the property housing the upcoming Iceland

Parliament hotel, are not part of the sold entity.

Operating income
Transport revenue is specified as follows:

2019 2018 2019 2018
Q3 Q3 YTD YTD
Restated Restated
PaSSENGETS .....oiiiiiiieeeiiee e 377,005 363,123 793,736 764,413
Passenger ancillary revenues ...........ccccccoevvivvveenennn. 31,116 29,076 76,258 66,381
Cargo and Mail ........ccoeeiiiiieiiie e 14,519 14,292 44,484 43,549
Total transport revenue ............cccccceiiiinicniece 422,640 406,491 914,478 874,343
Other operating revenue is specified as follows:
Sale in hotels and airports .............cccce 32,726 37,552 75,138 82,235
Revenue from tourisSm ............oooveeeeiieiiiiiiiiee e, 41,024 57,661 87,457 117,366
Aircraft and cargo handling services ........................ 7,249 5,742 19,311 18,435
Maintenance revenUE .............cooooevveueeeeeieeiiiieeeeees 1,431 11 3,434 1,641
Gain on sale of operating assets ............ccccceeeiinneen. 65 25 2,376 3,235
Other operating revenue ..............ccccooeeeiieiecciieinnn, 5,344 8,249 15,337 22,033
Total other operating revenue ..........cccccoevieeeeiieennn. 87,839 109,240 203,053 244,945
Operating expenses
Salaries and other personnel expenses are specified as follows:
SAlAMNES .. 86,543 95,290 254,156 265,227
Salary-related expenses ............ccccecvievieiiiieseeeenennn 15,568 18,182 65,066 70,226
Other personnel EXPENSES .........ccccvvveeeeeeeicciieieeeeenn. 17,707 17,341 47,626 53,474
Total salaries and personnel expenses .................... 119,818 130,813 366,348 388,927
Aviation expenses are specified as follows:
Aircraft fuel ........ooeviie e 113,406 97,740 257,093 224,627
AIrcraft [8aSe .......ooovvvieeeeeiieeeeee e 9,603 10,179 30,403 27,353
Aircraft handling, landing and navigation .................. 47,924 46,388 111,968 107,183
Aircraft maintenance expenses ..........cccccceeeiiiieeens 15,892 21,964 38,658 60,275
Total aviation eXpenses ..........cccocevveeeeeeeecciiiieeeeeeennn, 186,825 176,271 438,122 419,438
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1.

continued
2019 2018 2019 2018
Q3 Q3 YTD YTD
Restated Restated
Other operating expenses are specified as follows:
Operating cost of real estate and fixtures ................. 4,406 10,827 13,070 28,907
Communication 5,593 8,789 19,456 22,800
Advertising ......ccoooeeeeeiiiinens 4,368 7,112 16,671 23,195
Booking fees and commission expenses ................. 25,692 22,320 58,198 49,238
Cost of goods sold ... 4,178 4,856 10,727 11,800
CUSEOMEr SEIVICES ....coovvvveieeeeeeeee e 18,702 20,878 47,586 50,228
TOUFSM EXPENSES ..ccovveieieieieeeeeieeeeeeeeeeeeeeeeeeeeeeeeeeeaens 21,265 38,711 43,581 76,905
Allowance forbad debt .............oooiviieiiiiiiiiieeeel 1,408 457 2,431 439
Other operating eXpenses .........ccccceeeveiiiieeeeeeeeenene 9,046 9,166 25,409 28,366
Total other operating expenses ............cccccevvieeiene 94,658 123,116 237,129 291,878
Finance income and finance costs
2019 2018 2019 2018
Q3 Q3 YTD YTD
Finance income and finance costs are specified as follows:
Interest income on bank deposits ...........cccceeeeeennes 1,138 330 1,887 1,099
Interest income on lease receivables ....................... 227 0 680 0
Other interestincome ..........ccccooviiiiiieniineee, ( 76) ( 101) ( 402) 494
Net foreign exchange gain ..........cccocoeveviineiieeens 2,249 3,806 2,865 798
Finance income total ..........ccccoceeiiiiiinii e 3,538 4,035 5,030 2,391
Interest expenses on loans and borrowings ............. 2,811 5,407 16,498 13,832
Interest expenses on lease liabilities ........................ 4,810 0 10,487 0
Other interest eXpenses .........cccccccvnieiiiinen, 67 203 471 701
Finance costs total .............cccccoooiiiiiiiiis 7,688 5,610 27,456 14,533
Net finance costs ... ( 4,150) ( 1,575) ( 22,426) ( 12,142)

Operating assets

Acquisition of operating assets in the first nine months of 2019 amounted to USD 219 million. Thereof, there
were two Boeing 737 MAX8 aircraft, one Boeing 737 MAX9 aircraft, overhaul of own engines and aircraft spare

parts in the amount of USD 201 million.

Equity
Reserves are specified as follows: Hedging Translation Other Total
reserve reserve reserves reserves
Reserves 1.1.2018 ... 13,914 42,240 71,253 127,407
Changes during the period ..........ccccviveiriiiiieennen. 4,668 ( 12,755) ( 26,236) ( 34,323)
Reserves 30.9.2018 .......oooeeiiieiiieie e 18,582 29,485 45,017 93,084
Reserves 1.1.2019 ..o ( 26,434) 35,570 17,126 26,262
Changes during the period ...............ccccovriiinnnnne 18,129 ( 2,309) ( 8,467) 7,353
Reserves 30.9.2019 .......cooiiieei e ( 8,305) 33,261 8,659 33,615
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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.
30.9.2019 31.12.2018
Non-current loans and borrowings are specified as follows:

Secured banK I0@NS .......coouiiiiiie e s 256,823 190,233
UNSECUrEd l0ANS ... 12,075 225,568
268,898 415,801
Current maturities and short term 10ans .............ccoccooeiiiiiiiic ( 75,171) (  268,288)
Total non-current loans and bOrrOWINGS ........oiuiiiiiii i 193,727 147,513
Terms and debt repayment schedule: Nominal Total
interest Year of remaining balance
Currency rates maturity 30.9.2019 31.12.2018
Secured bank loans ..............coovvveenn... UsD 4.4% 2022-2028 121,271 49,035
Secured bank l0ans .........ccccceeeveeenee. EUR 1.2% 2026-2028 64,914 72,983
Secured bank loans ..............cooovvveenn... ISK 5.1% 2023-2036 35,633 38,193
Unsecured bond issue .............cueveeeeee USD 0 212,708
Secured bank loans - short term ........ usD 5.5% 2019 35,005 30,022
Unsecured bank loans - short term ... ISK 6.9% 2019 12,075 12,860
Total interest-bearing liabilities ........... 268,898 415,801

As at the end of 30 September 2019, the Company had undrawn credit lines in the amount of USD 60 million
denominated in USD and ISK.

13. Contractual repayments of loans and borrowings
Repayments of loans and borrowings are specified as follows:
30.9.2019 31.12.2018

Repayments in 2019 (3 months)(2018: 12 Months) ..o 57,214 268,287
Repayments in 2020 .........cociiiiiiiiieeie e s 28,148 12,809
Repayments in 2027 ... 28,254 12,919
Repayments iN 2022 ........oocuiiiiiiiee e 32,004 16,674
Repayments in 2023 ... ... e 41,000 26,494
SUDSEqUENT FEPAYMENTS ...t e e e e e 82,278 78,618
Total Ioans and DOITOWINGS .....oeiiiiiiiiiiieie et e e e e e e snaeeeeaae e an 268,898 415,801

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:

30.9.2019 31.12.2018
Carrying Carrying
amount Fair value amount Fair value
Unsecured bond iSSUE ........ccccueevieiniieiiieeniieciee e ( 12,075) ( 12,075) ( 225,568) (  233,918)
Secured 10ans .......oceeeiiiiiii ( 256,823) ( 263,498) ( 190,233) ( 185,311)
TOtAl e ( 268,898) ( 275,573) ( 415,801) ( 419,229)
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15. Capital commitments
In 2013, Icelandair Group and Boeing signed an agreement for the purchase of sixteen Boeing 737 MAX8 and
737 Boeing MAX9 aircraft with an option to purchase additional eight aircraft.
In Q1 2018, Icelandair took delivery of the first three Boeing 737 MAXS8 aircraft from Boeing. Two aircraft were
financed with Japanese operating lease with a call option (JOLCO) and one aircraft was financed through sale
leaseback agreement.
In Q1 2019, Icelandair took delivery of two Boeing 737 MAX8 and one Boeing 737 MAX9. They were all
financed through sale leaseback agreements.

The delivery plan for future aircraft is as follows: 2019 2020 2021
Boeing 737 MAXS ...t 1 2 1
B0eing 737 MAXO ..o 2 3 1
TOAI e 3 5 2

In Q2 2019, Icelandair was expected to take delivery of the other three Boeing 737 MAX aircraft, i.e. one Boeing
737 MAX8 and two Boeing 737 MAX9. However, due to the suspension of the Boeing 737 MAX which was
initiated in March 2019 and still persists, the delivery dates of these aircraft and all deliveries of future aircraft is
uncertain at this point in time. Icelandair has already secured financing of the three aircraft that are still to be
delivered in 2019 and one of the aircraft planned to be delivered in 2020 through sale leaseback agreements.

16. Group entities

The Company held ten subsidiaries at the end of September 2019. Share
Passenger network:
AAB20 BN, e bt e e s bt e e s et e e et e e nne 100%
Flugfélag islands ehf. (Air Iceland CONNECL) .........cceuvviveiieiieiieieice s 100%
FERIA €N, (VITA) ettt ettt et bt e sttt e e st e e e et e e e anbe e e e nnneeas 100%
Fjarvakur - Icelandair Shared Services ehf. (Icelandair Shared Services) ...........ccocervvvveircnneenn. 100%
[ceCap INSUraNCe PCC L. .....c.oiiiiiiiieee e 100%
[[o7=T=T (o] o1 =1 ) PR P PR UPP PP PRRRN 100%
(o2 =T o E= 1 = o PSP PP PPN 100%
Aviation services *:
LoftleiBir - 1ICelandiC ENf. ... ..o e 100%
Tourism services:
Iceland Travel €hF. ... ..o ettt s 100%
Flugleidahotel ehf. (Icelandair HOEIS) .......oooiiriiiiiiiiiiceec e 100%

* Icelandair Cargo ehf. is a subsidiary of Icelandair ehf. and is therefore not listed herein but is classified under
Aviation services.

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

17. Share in associates

On 1 March, the Group invested in 36% stake in Cabo Verde Airlines ("CVA") which is classified as an
associate. The Group views this investment as a long term development project and believes that there are
opportunities to build CVA up as a strong hub and spoke airline with Cape Verde as a connecting hub between
continents and at the same time develop Cape Verde as tourist destination. According to the CVA’s business
plan it was expected that it would be loss making during the first two years after the Group’s acquisition and
would become profitable in 2021. The operating results of CVA for the first nine months of the year are in line
with the business plan. The Group’s share in the loss amounted to USD 5.3 million and is fully accounted for.
As at the end of 30 September 2019, the Group had no material balance sheet exposure to CVA due to the
investment.
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18. Ratios
The Group's primary ratios are specified as follows: 30.9.2019 31.12.2018
(G104 (=T o1 0= ([ T PP 0.83 0.71
EQUILY FatiO .o 0.30 0.32
Intrinsic value of share capital ... 11.33 12.06

19 Events after the reporting period
Today, on 31 October 2019, another agreement was made with Boeing regarding the second partial
compensation due to the MAX suspension. Details on this agreement with Boeing are confidential. The
estimated net EBIT impact of the MAX suspension is still significant. The Group is in ongoing discussions with
Boeing regarding compensation for the financial loss resulting from the suspension.
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