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Endor sement and Statement of the Board
of Directorsand the CEO

The condensed consolidated interim financial statements of Icelandair Group hf. for the period from 1
January to 30 June 2008 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. and its subsidiaries, which were fifteen at
the end of June 2008. Travel Service, owned 80% by lcelandair Group hf. at the end of the period, is
consolidated since the beginning of second quarter.

According to the income statement net loss for the period from 1 January to 30 June 2008 amounted to 1SK
1.283 million. According to the balance sheet, equity at the end of the period amounted to I1SK 27.271
million, including share capital in the amount of 1SK 975 million.

Statement by the Board of Directorsand the CEO

To the best of our knowledge it is our opinion that the condensed consolidated interim financial statements
give atrue and fair view of the consolidated financial performance of the Company for the six-month period
ended 30 June 2008, its assets, liabilities and consolidated financial position as at 30 June 2008 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 afair view of the development and financial performance of the Group's
operations and its financial position and fairly 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 2008 and confirm them by means
of their signatures.

Reykjavik, 18 August 2008.
Board of Directors:

Gunnlaugur M. Sigmundsson, Chairman of the Board of Directors
Omar Benediktsson

Asgeir Baldurs

Einar Sveinsson

Finnur Reyr Stefansson

Martha Eiriksdéttir

Sigurdur Atli Jonsson

CEO:

Bjorgdlfur Johannsson
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|ndependent Auditor's Review Report

To the Board of Directors of Icelandair Group hf.

Introduction

We have reviewed the accompanying condensed consolidated interim financial statements of Icelandair
Group hf., which comprise the consolidated interim balance sheet as at 30 June 2008 and the consolidated
interim income statement, statement of changes in equity and cash flow statement for the six-month period
then ended, and a summary of significant accounting policies and other explanatory notes. Management is
responsible for the preparation and fair presentation of this interim financial information in accordance with
International Financial Reporting Standards as adopted by the EU. Our responsibility is to express a
conclusion on thisinterim financial information based on our review.

Scope of review

We conducted our review in accordance with International Standard on Review Engagements 2410, Review
of Interim Financial Information Performed by the Independent Auditor of the Entity. A review of interim
financial information consists of making inquiries, primarily of persons responsible for financial and
accounting matters, and applying analytical and other review procedures. A review is substantially lessin
scope than an audit conducted in accordance with International Standards on Auditing and consequently
does not enable us to obtain assurance that we would become aware of all significant matters that might be
identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion
Based on our review, nothing has come to our attention that causes us to believe that the accompanying
consolidated interim financial information does not give atrue and fair view of the financial position of the

entity as at 30 June 2008, and of its financial performance and its cash flows for the six-month period then
ended in accordance with International Financial Reporting Standards as adopted by the EU.

Reykjavik, 18 August 2008.
KPMG hf.

Jon S. Helgason
Guony H. Guémundsddttir
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Consolidated I nterim Income Statement
for the period from 1 January to 30 June 2008

Q2 Q1-Q2
Notes 2008 2007 2008 2007
1.4.-30.6. 1.4.-30.6. 1.1.-30.6. 1.1.-30.6.

Operating income:

TranSPOIt FEVENUE ........ceiiiiiirii et 12.208 9.686 18981  16.001
Aircraft and airCrew 1€aSe .........covveieiiiiiieiee e 12.898 3.750  18.085 6.363
Other Operating rEeVENUE .........cooviiieieeiee et 3.848 2.755 5.898 5.732

28954 16191 42964  28.096

Operating expenses.

Salaries and other personnel eXPENSES .......eoveeveereeree e 6.229 5329 11.234 9.931
ANTCTaft TUEL ..o 6.538 2.581 9.160 4.260
Aircraft and airCrew 1€aSe .........ccovevieiiie i 3.684 1.665 6.235 3.101
Aircraft servicing, handling and communication ...........c.cccceeeeeee 3.752 1.203 4.748 1.941
Aircraft maiNtenance EXPENSES .........eovveerreerieerieere e 2.707 1.079 3.819 2.106
Other Operating EXPENSES ....c..eviveiiieeriee et 4.189 3.012 6.770 5.516

27.099 14869 41966  26.855

Operating profit befor e depreciation and amortisation (EBITDA) 1.855 1.322 998 1.241

Depreciation and amortiSation ...........cccoeeeiieeiieninieeenie e ( 954) ( 686) ( 1.760) ( 1.438)
Operating (loss) profit before net finance costs (EBIT) ......c.cc..... 901 636 ( 762 ( 197)
FiNANCEINCOME ....cuiiiiiii ettt 437 76 931 122
FiNANCE BXPENSE ...ooieiiiei ettt ( 810) ( 508) ( 1671) ( 1.323)
NEL FINANCE COSES ...ttt 3 ( 373 ( 432 ( 740) ( 1.201)
Share of Profit of 8SSOCIALES .........ovuverieerieiierie e 127 66 76 127
(L oss) profit beforeincometax .......cccoeeveenieneenie s 655 270 ( 1426) ( 1.27)
FaTerel 4 - USRS 4 ( 260) ( 65) 143 247
(Loss) profit for the period ... 395 205 ( 1.283) ( 1.024)
Attributableto:

Equity holders of the COmMPany ..........cccoceereerienienie e 277 202 ( 1.403) ( 1.028)

MiINOFtY INEEMESE ..o 118 3 120 4
(Loss) profit for the period ... 395 205 ( 1.283) ( 1.024)

(Loss) profit per share:

Basic (10ss) earnings per share (ISK) ...oooveveeiieieeneeneeeeeeies 0,40 021 ( 1,28 ( 1,03
Diluted (loss) earnings per share (ISK) .....coveeveeneeneeneenieneee, 0,40 021 ( 1,28 ( 1,03
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Consolidated Interim Balance Sheet
as at 30 June 2008

Notes 30.6.2008 31.12.2007

Assets:
OPEraLING BSTELS ..ottt bbb 27.762 22.832
INEANGIDIE BSSELS ... e 31.351 26.846
DEferred taX @SSEL ....ooovee et 149 0
INVESIMENES 1N ASSOCIALES ...eeouveeeeiee ettt 938 2.335
Prepaid aircraft aCqQUISItIONS ........coiveeiiiiieieeiee e 2.188 249
Long-term receivables and deposits .........ccoveereereenienienienee e 3.909 1.788
Total non-current assets 66.297 54.050
INVENTOITES ..ttt et saee e sneeesnreean 1919 1.301
Trade and other recaiVabIes .........cooviiiiiiieie e 14.530 7.284
Receivablesfrom sale of aircraftS .......ccooeeeveeieiiiiee e 0 1.753
PrepayMents ........coooiiiiiie e 779 366
Cash and cash eqUIVAlENES .........ooeiiiiiiei e 6.299 2.006
Total current assets 23.527 12.710
Total assets 89.824 66.760
Equity:
Share Capital ........ooeeiieiee e 975 981
Share Premilm ... 25.459 25.593
RESEIVES ...ttt 2467  ( 1.296)
AccumUIBted EfICIT ....oeeeeiieiieieee s ( 1696) ( 293)
Total equity attributable to equity holders of the Company 27.205 24.985
MINOFTY INEEIESE .....veeeeeeeete e e 66 48
Total equity 5 27.271 25.033
Liabilities:
L0aNS 8N DOMTOWINGS .....eevieiiiiiiiiii e 18.836 14.040
PrepayMeNntsS ........coociiiii e 6 1.425 0
Deferred income tax [1ability ........ooceevviiiiniine e 14 134
Total non-current liabilities 20.275 14.174
L0aNS aNd DOMTOWINGS .....coveeiiiiiieiieesiee e 10.550 11.058
Trade and other payables .........ccceeiiiiiiiiie s 21.056 12.501
DeEferred INCOME ......oiiiiieiiee e 10.672 3.904
Total current liabilities 42.278 27.553
Tota liabilities 62.553 41.727
Total equity and liabilities 89.824 66.760
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Consolidated Interim Statement of Changesin Equity

for the period from 1 January to 30 June 2008

Attributable to equity holder s of the Company

Reserves

1 January Share Share  Share option Hedging Trandation Accumulated Minority Total
to 30 June 2007 capital premium reserve reserve reserve deficit Tota Interest equity
EqUity 1.1.2007 ....ccovveeerieeerieeerieeireneeneneenenas 1.000 26.090 0 ( 159) ( 425) ( 544) 25.962 42 26.004
Foreign currency trandation

differencesfor foreign operations............. ( 1.215) ( 1.215) ( 1.215)
Net profit on hedge of net investment

in foreign operation ..........cooveceenenenccnns 15 15 15
Effective portion of changesin fair value

of cash flow hedges, net of tax ................. 394 394 394
Net income and (expense) recognised

directly in €QUILY ...ceveeeercererienircercieeens 394 (  1.200) ( 806 ) ( 806 )
Lossfor the period ........ccccoeeeeenenenenenencneens ( 1.028) ( 1.028) 4 ( 1.024)
Total recognised income (expense) ... 394 (  1200) ( 1.028) ( 1.834) 4 ( 1.830)
Own shares, Change .........oveeeeerrereneeceeenerenes ( 15) ( 393) ( 408) ( 408)
Stock OptioN EXPENSE .....c.cvvvreeeeeerrereeeeeeeens 99 99 99
Equity 30.6.2007 ......coeereiereiereeireeineneenenas 985 25.697 99 235 ( 1625) ( 1572) 23.819 46 23.865
1 January
to 30 June 2008
Equity 1.1.2008 ......c.ccoeuriumerereerireereneereeenenns 981 25.593 168 ( 24) (. 1.440) ( 293) 24.985 48 25.033
Foreign currency trandation

differencesfor foreign operations............. 2.676 2.676 11 2.687
Effective portion of changesin fair value

of cash flow hedges, net of tax ................. 1.059 1.059 ( 3) 1.056
Net income and (expense) recognised

directly in equity 1.059 2.676 3.735 8 3.743
Lossfor the period ( 1.403) ( 1.403) 120 ( 1.283)
Total recognised income (expense) ............. 1.059 2676 ( 1.403) 2.332 128 2.460
Minority interest arising on business

COMBINALION ...cvvceeieeecce s ( 110) ( 110)
OWn Shares, Change ........oveeeerrereneecreenenenes ( 6) ( 134) ( 140) ( 140)
Stock OptioN EXPENSE .....c.cvvvreieeeerrereeeeeeeens 28 28 28
Equity 30.6.2008 ........ccoeniereneereeirieirineenenas 975 25.459 196 1.035 1236 ( 1.696) 27.205 66 27.271
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Consolidated Interim Statement of Cash Flows
for the Six M onths Ended 30 June 2008

Notes 2008 2007
1.1.-30.6. 1.1.-30.6.
Cash flows from operating activities:
LOSSTOr the PO .....oovieeiiieiee e ( 1.283) ( 1.024)
Adjustments for:
Depreciation and amortiSation ...........ccceveverieerieniene e 1.760 1.438
Other operating iteMS ........ooiieiieeee e 8 888 ( 2.095)
Working capital from (used in) operations 1365 ( 1.681)
Net change in operating assets and liabilities ..........cccoeeviiiiieiiens 6.254 5.266
Net cash from operating activities 7.619 3.585
Cash flows from investing activities:
Acquisition Of OPEraling 8SSELS .......ccveereereeiie e ( 3.110) ( 3.591)
Proceeds from the sale of operating asSetS .......vvvvvvievieee e 259 2.972
Acquisition of iNtangible @SSELS .........cevveeiieiieee e ( 64) ( 344)
Long-term receivables, decrease, (iNCrease) ........occoeveereeiieeieeiiesneenn 1311 ( 307)
Investment in subsidiary net of cash recaived ... 2 ( 750) 0
Net cash used in investing activities ( 2.354) ( 1.270)
Cash flows from financing activities:
AcCquiSItion Of OWN SNAIMES .......coiviiiiiiieieeeree e ( 139) ( 409)
Proceeds from BOrrOWINGS .......cooeiiiiiiiiieeee e 3.988 8.440
Repayment of [ong term bOrrowings .........coceeeeeneeieeie e ( 8.051) ( 6.887)
Repayment of short term DOrrOWINGS ........covverieriinie e 1422 ( 1.945)
PrepaymMents ........oooviiiiie s 1.295 0
Net cash used in financing activities ( 1.485) ( 801)
Increasein cash and cash equivalents ..., 3.780 1.514
Effect of exchange rate fluctuationson cash held ................. 513 ( 104)
Cash and cash equivalentsat 1 January ..........ccccoevenerenenn, 2.006 2.776
Cash and cash equivalentsat 30 June............cccocoeveevieeriennee. 6.299 4.186
Investment and financing without cash flow effect:
Receivables from sale of operating assatS ..........ccooeveeveeieeieenieens 0 3.995
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Notes

Significant accounting policies

a  Reporting entity
Icelandair Group hf. (the "Company") is a limited liability company incorporated and domiciled in Iceland.
The address of the Company’'s registered office is at Reykjavikurflugvollur in Reykjavik, Icdand. The
consolidated interim financial statements of the Company as at and for the six-month period ended 30 June
2008 comprise the Company and its subsidiaries (together referred to as the “Group”) and the Group’s interests
in associates.  The Group's operations are in the airline transportation and tourism industry.

b. Statement of compliance

These condensed consolidated interim financial statements have been prepared in accordance with
International Financial Reporting Standard 1AS 34, Interim Financial Reporting. They do not include all of
the information required for a complete set of consolidated annual financial statements, and should be read in
conjunction with the consolidated financial statements of the Company as at and for the year ended 31
December 2007.

The condensed consolidated interim financial statements were approved by the board of directors on 18 August
2008.

c.  Significant accounting policies

The accounting policies and methods of computation applied by the Company in these condensed interim
consolidated financial statements are the same as those applied by the Company in its consolidated financial
statements as at and for the year ended 31 December 2007. The consolidated financial statements for the year
ended 31 December 2007 are available at the Company's office and website, www.icelandairgroup.is and at
The Icelandic Stock Exchange website, www.omxgroup.com.

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

d.  Useof estimates and judgements

The preparation of interim financial statements in conformity with IFRSs requires management to make
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.
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Notes, contd.:

Segment reporting

1

Business segments

1 January to 30 June 2008

Global

Scheduled capacity and

airline & tourism aircraft Shared
operations trading services Eliminations Consolidated

External revenue...........ccccoceveeenen. 24.574 18.280 110 42.964
Inter-segment revenue ..................... 7.369 306 298 ( 7.973)
Segment revenue ........cccveeveeveeien, 31.943 18.586 408 ( 7.973) 42.964
Segment EBITDAR .....ccooevvevieeies 2.074 4.407 497) 5.984
Segment EBITDA ....cooovvvvieei ( 22) 1517 497) 998
Segment resultS ......oecveveeiieciieeien ( 1.367) 1.115 510) ( 762)
Net finance CoStS .....vvvvvevveerieeiieniens ( 112) 200 828) ( 740)
Share of loss of

BSSOCIALES .....vveeeecriee et 1 75 0 76
INCOMELAX ..oveeeeee e 229 ( 194) 108 143
(Loss) profit for the period .............. ( 1.249) 1.196 1.230) ( 1.283)
Segment assetS .....covveveeveenie e, 48.846 19.981 53.392 ( 33.333) 88.886
Investmentsin

BSSOCIALES .....vvveeeciviee et 103 832 3 938
Total 8SSES ...voovvecieeeie e 48.949 20.813 53.395 ( 33.333) 89.824
Segment liabilities.......ccccveeveennnnnn, 43.391 16.779 25178 ( 22.795) 62.553
Capital expenditure ..........ccccceeene. 2.049 1.109 16 3.174
Depreciation .....cccveveeveesieerie e, 1.212 306 11 1.529
Amortisation of

intangible assats ........c.ccoveeiieennenne 133 96 2 231
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Notes, contd.:

Segment reporting

1. Business segments, contd.:

1 January to 30 June 2007
Global
Scheduled capacity and
airline & tourism aircraft Shared
operations trading services Eliminations Consolidated

External revenue...........ccccoceveeenen. 21.392 6.652 52 28.096
Inter-segment revenue ..................... 6.263 11 286 ( 6.560)
Segment revenue .........ccceeeeeeeeenenn 27.655 6.663 338 ( 6.560) 28.096
Segment EBITDAR .....cccoevveviveiee 2.195 1711 ( 255) 3.651
Segment EBITDA ....cooovvivcieeie 471 1.025 ( 255) 1.241
Segment resultS ......ooceeveeieeieeien ( 664 ) 730 ( 263) ( 197)
Net finance CoStS .....vevvvevveereeiieniens ( 378) ( 190) ( 633) ( 1.201)
Share of profit of

BSSOCIALES ... 0 127 0 127
INCOMELAX ...vvvveeciiecie e 174 ( 145) 218 247
(Loss) profit for the period .............. ( 868) 522 ( 678) ( 1.024)
Segment assetS .....covveveeveenee e, 37.096 12.452 42652 ( 22.771) 69.429
Investmentsin

BSSOCIALES ...veeveeveere e 20 2.149 0 2.169
Total 8SSES ...vvovveeiee e 37.116 14.601 42.652 ( 22.771) 71.598
Segment liabilities.......ccccveeveennnnn, 32.098 12.286 18.088 ( 14.739) 47.733
Capital expenditure ..........ccccceeueene. 2.559 1.353 23 3.935
Depreciation ......ccceeeeeneenieesieeieenns 983 147 4 1.134
Amortisation of

intangible assats ........c.ccoveeiieeienne 153 148 3 304
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Notes, contd.:

Business Combination

2. On 18 September 2007 the Company signed a purchase agreement for the acquisition of the Czech airline Travel
Service, the largest private airline in the Czech Republic. Travel Service operates charter flights to and from
Prague and Budapest and also owns and operates the low cost airline Smart Wings. According to the agreement
Icelandair Group hf. purchases the shares in two stages, 50% of the shares in 2007 and 50% during 2008. The
50% sharein Travel Service acquired in 2007 was acquired through the holding company, Lerox CZ s.r.o. which
is 100% owned by lcelandair Group hf. The 50% share of Travel Service was accounted for using the equity
method within Lerox CZ s.r.0. from the acquisition date of Lerox CZ s.r.0. as of 1 November 2007 until 1 April
2008, the acquisition date, when Icelandair Group hf. obtained control of Travel Service due to resolution of
constraints in the share purchase agreement.

During the 2nd Quarter, Icelandair Group hf. acquired the second 50% part of the shares in Travel Service
directly and at the same time transferred the ownership of the 50% from Lerox to lcelandair Group hf.
According to the purchase agreement the sellers had option to buy back 20% of the shares at the completion date
in 2008. The sellers exercised this option so Icelandair Group hf. owns 80% of Travel Service at the end of the
period. The Sdllers have put option on 20% which can be exercised at any time before 31 December 2009.

The acquisition had the following effect on the Group’s assets and liabilities on acquisition date:

Travel

Service
NON-CUITENE BSSELS ... 2.051
CUITENE BSSELS ... 2.548
NON-CUTENE HTBDITTIES ...ttt eee s ( 1.632)
CUITENE HBDIHTHIES ...ttt ( 3.237)
INEE BSSELS ...ttt bt e bt e bt e Rt R ket e e r bt e e n et renas ( 270)
GOOOWI Tl ON BCQUISITION ...ttt 2.383
Total purchase price, Satisfied iN €SN ... e 2.113
PaI TN 2007 ... ( 960)
Cash and cash eqUIVAIENtS ACQUITE .........ccoviieiiirrce s ( 403)
INEL CASH OULFIOW ... s 750

The purchase price includes 1SK 104 million direct cost related to the transaction.

Necessary information to work on the purchase price allocation were not obtained before the reporting date so it is
only provisional. The allocation will befinalized during the second half of the year 2008.

Consolidated revenues increased by 1SK 8.595 million and loss decreased by 1SK 647 million by consolidating
Travel Service from 1 April 2008.

Interim Financial Statements of Icelandair Group hf. 30 June 2008 5 Amountsarein |SK million
1




Notes, contd.:

Finance income and finance expense
2008 2007
1.1.-30.6. 1.1.-30.6.

3. Financeincome and finance expense are specified as follows:

Interest income 0N bank dEPOSIES .........coveueirirreeirreeer e 81 61
Other INLErESE INCOME ...ttt 111 61
Gain from sale of deriVaLiVES ... 303 0
Net foreign eXChanQge gaiN ........ccevrrceirireeerr e 436 0
Finance inComMEtotal ............coccueviiiciciccc s 931 122
Interest expense on 10ans and DOITOWINGS .......c.covveeirnieeenee e 1.612 1.220
Other INtErESt EXPENSES .....cvevieieereieere et 59 77
Net foreign eXChaNQE 0SS ......c.cvvvireeiirrcee e 0 26
FiNaNCe EXPENSETOLA] .....c.covvvireieire et 1.671 1.323
Net fiNaNCe EXPENSE .....cuveeieeecee e ( 740) ( 1.201)
I ncome tax

4. The effective tax rate for the period 1 January to 30 June 2008 was 10% (1 January to 30 June 2007: 19%) The
change is mainly attributable to non-deductible expenses, effect of tax rates in foreign jurisdictions and the
change in the Company's domestic tax rate.

In May 2008 the Icelandic Parliament approved a decrease in the income tax rate from 18% to 15% as of 1
January 2008 and the change will become effective in the tax assessment of the year 2009. Due to this the
deferred tax liability at year-end 2007 has decreased by ISK 22,4 million. The decrease is recognised as a part of
income tax in the income statement.

Equity

5. The Company's share capital amounts to ISK 1,000 million as decided in its Articles of Association. The holders
of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one vote per
share of one ISK.

Share premium

Share premium represents excess of payment above nominal value (ISK 1 per share) that shareholders have paid
for shares sold by the Company. According to Icelandic Companies Act, 25% of the nominal value of share
capital must be held in reserve which can not be paid out as dividend to shareholders.

Share option reserve

The reserve includes the accrued part of the fair value of share options. This reserve is reversed if share options
areforfeited and is transferred to share premium if share options are exercised.
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Notes, contd.:

Equity
5. Contd.:

Hedging reserve

The hedging reserve comprises the effective portion of the cumulative net change in the fair value of cash flow
hedging instruments related to hedged transactions that have not yet occurred.

Translation reserve
The tranglation reserve comprises all foreign currency differences arising from the translation of the financial

statements of foreign operations as well as from the translation of liabilities that hedge net investment in aforeign
subsidiary.
Prepayments

6.  Prepayments at the end of the period consist of deposits from 3rd party in relation to future aircraft transactions.

Group entities

7. The Company holds fifteen subsidiaries, which are all included in the consolidated interim financial statements.

They are:
Share
Scheduled airline operations and tourism:
F N T o = F=TaTo = o) RO SRRR 100%
Lo o aTo R = o1 100%
Lo o a0 =T = o) 100%
[celandair Cargo Ehf. ..o e 100%
Icelandair Ground ServiCeS Ehf. (IGS) ......cevrvrreiririireeirre et 100%
Icalandair HOEIS BNf. ..o ene s 100%
Global capacity solutions and aircraft trading:
BIUEDITA Cargo Bhf. ..ottt 100%
Lo IS = o SRS 100%
TG INVESE BN <.ttt et e et et e e e e eteeteeaeeeseenteeseeeseeseeseeeseennas 100%
LoOftlaidir - 1CEandiC €N, ..o 100%
LA Ot ATTTINES, LOEVIA ..ot e e e e et e e e e e e e aneeeesneeeeaneeeeeeneeeesenneeenenneenann 100%
(= (o) @ VA8 2o T o 0017 | (SRS 100%
Travel Service, CZECh REPUDIIC .....covvviviiiiiircic e 80%
Shared services:
[CECAP LEA., GUEIMISEY .....ovieiiercieiriet ettt 100%
Icelandair Shared SErVICES ENf. ......ocuieececee e 100%
The subsidiaries own 18 subsidiaries that are all included in the consolidated interim financial statements.
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Notes, contd.:

Statement of cash flows

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

Gain ONthe SAlE Of @SSELS ..o ( 97) ( 1.260)

Exchange rate difference and indexation of liabilitiesand assets ...........cccocveveeenee 1025 ( 1.002)

Share of Profit of 8SSOCIALES ..........cccvrueviiiiicicc s ( 76) ( 127)

[NCOMELAX ....veviiiiic s ( 313) ( 247)

OLNEY ITBIMS ..ottt 349 541

Total other operating items in the statement of cash fIOWS ..........ccccvveciinniccns 888 ( 2.095)
Ratios

30.6.2008  31.12.2007

9. TheGroup's primary ratios are specified as follows:

Working capital ratio - current assets/current liabilities ........ocooveiriiciencicieees 0,56 0,46

Equity ratio - equity/total @SSELS ........ccuvrreueirreeie e 0,30 0,37

Intrinsic value of share capital - equity/share capital ... 27,97 25,52
Other

10. During the first half of 2007 the Competition Authorities fined the subsidiary, Icelandair ehf., due to an alleged
breach of the competition law. The penalty amounts to ISK 130 million after it was lowered by 30% after the
decision was appealed. Icelandair Group hf. has decided to take this case to court and considers it more likely
than not that the fine will be withdrawn in full. Nothing has been expensed in the interim financial statements on
this case.
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