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HIGHLIGHTS

Exceptional results

| EBITDA in Q4 1.1 billion compared to EBITDA loss of ISK 0.2 billions in the same period in 2009

| Record EBITDA for 2010.  Amounted to ISK 12.6 billion, an increase of ISK 4.4 billion from 2009

Financial restructuring successfully completed

| The Group raised ISK 8.1 billion in cash in new equity

| Interest bearing debt of the Group lowered by over ISK 18.5 billion during 2010

Clear focus set for the future

| Simplified business model  with focus on the Group core operations

| Emphasis on the Hub and Spoke concept



FINANCIALS



ISK billion Q4 2010 Q4 2009 % Chg.

Operating Income 18.8 18.2 3%

Salaries and related expenses 5.3 4.9 9%

Aircraft fuel 3.3 2.8 17%

Aircraft and aircrew lease 2.5 3.7 -33%

Aircraft servicing, handling and comm. 1.1 1.2 -11%

Aircraft maintenance 1.3 2.1 -37%

Other 4.1 3.7 12%

EBITDA 1.1 -0.2 -

EBIT -1.0 -2.9 -

Gain on disposals in relation to financial 

restructuring
4.2 0.0 -

EBT from continuing operations 2.2 -5.8 -

Net profit/loss from continuing operations 1.6 -5.1 -

Loss from discontinuing operations -0.2 -4.5 -

Profit for the period 1.4 -9.6 -

EBITDA ratio 5.9% -1.2%

EBITDAR 3.0 2.1

EBITDAR ratio 15.9% 11.5%
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INCOME STATEMENT
Q4 2010

| EBITDA ISK 1.1 billion,  ISK 1.3 billion higher than

in Q4 last year

| Record quarter

| Results better than expected

| Ongoing favourable trend in transport revenues drive

for increased profitability in Q4 as in Q1-Q3

| Record load factor at Icelandair in Q4

77.4% vs. 72.5% in Q4 2009

| Yield continued to improve in the quarter

Commentary



ISK billion 2010 2009 % Chg.

Operating Income 88.0 80.3 10%

Salaries and related expenses 20.4 18.7 9%

Aircraft fuel 14.9 13.2 13%

Aircraft and aircrew lease 11.9 12.8 -7%

Aircraft servicing, handling and comm. 6.1 5.9 4%

Aircraft maintenance 6.5 6.8 -5%

Other 15.7 14.8 6%

EBITDA 12.6 8.1 -

EBIT 6.3 1.5 -

Gain on disposals in relation to financial 

restructuring
4.2 0.0 -

EBT from continuing operations 6.6 -4.5 -

Net profit/loss from continuing operations 5.1 -4.0 -

Profit/loss from discontinuing operations -0.6 -6.7 -

Profit/loss for the period 4.6 -10.7 -

EBITDA ratio 14.3% 10.1%

EBITDAR 21.3 17.4

EBITDAR ratio 24.1% 21.7%
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INCOME STATEMENT
Full year 2010

| Record operational results,  EBITDA ratio 14.3% an 

increase from 10.1% for the year 2009

| The single largest factor effecting the EBITDA was 

the increase in transport revenue

| More balanced passenger mix resulted in 

improved load factor and higher yields

| Load factor at Icelandair 78.4% 2010 vs. 

75% in 2009

| Passenger increase at Icelandair 14%

| The result of the Group was better than expected

| Most Group companies showing positive results

| Total effect from the volcano activity estimated

ISK -1.5 bn

Commentary
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INCREASED REVENUE
THE DRIVE FOR RESULTS IN 2010 

Revenue Group
ISK billion
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ICELANDAIR
BY FAR THE LARGEST SUBSIDIARY 

Load Factor 
Icelandair

Passenger mix
Icelandair

| The outcome of Icelandair´ s operations is the largest 

determinant factor of the Group´ s results

| Icelandair´ s transport revenue is in particular a

decisive factor

| Booking status and yield information are monitored

very closely and actions (marketing campaigns, 

flight cancellations etc.) undertaken quickly if

considered necessary 
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| Icelandair passengers up by 22% in Q4 

| Load Factor at Icelandair in Q4 77.4%

| Air Iceland passengers down up 3% in Q4 and Load Factor up 1.8 ppt.
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TRAFFIC DATA

Icelandair Q4 10 Q4 09 CHG (%) Jan-Dec 10 Jan-Dec 09 CHG (%)

Number of Passengers (PAX) 315,250 258,135 č 22% 1,482,167 1,295,996 č 14%

Load Factor (%) 77.4% 72.5% č 4.9 ppt 78.4% 75.0% č 3.4 ppt

Available Seat Kilometers (ASK) - in thousand 1,132,467 954,967 č 19% 5,204,754 4,540,460 č 15%

Air Iceland Q4 10 Q4 09 CHG (%) Jan-Dec 10 Jan-Dec 09 CHG (%)

Number of Passengers (PAX) 82,065 80,056 č 3% 343,280 365,149 Ď -6%

Load Factor (%) 68.2% 66.4% č 1.8 ppt 68.2% 68.8% Ď -0.5 ppt

Available Seat Kilometers (ASK) - in thousand 37,397 34,416 č 9% 167,318 168,330 Ď -1%

Capacity Q4 10 Q4 09 CHG (%) Jan-Dec 10 Jan-Dec 09 CHG (%)

Fleet Utilization (%) 94.2% 93.3% č 0.9 ppt 91.7% 90.8% č 0.9 ppt

Sold Block Hours 14,911 13,968 č 7% 62,104 53,790 č 15%

Cargo Business Q4 10 Q4 09 CHG (%) Jan-Dec 10 Jan-Dec 09 CHG (%)

Available Tonne Kilometers (ATK) - in thousand 38,646 41,178 Ď -6% 167,510 174,496 Ď -4%

Freight Tonne Kilometers (FTK) - in thousand 21,388 22,711 Ď -6% 83,222 87,672 Ď -5%

Tourism Q4 10 Q4 09 CHG (%) Jan-Dec 10 Jan-Dec 09 CHG (%)

Available Hotel Room Nights 49,004 48,404 č 1% 237,018 238,252 Ď -1%

Sold Hotel Room Nights 24,942 26,979 Ď -8% 156,569 161,053 Ď -3%

Utilization of Hotel Rooms 50.9% 55.7% Ď -4.8 ppt 66.1% 67.6% Ď -1.5 ppt
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EXPENSES
UP 5% IN 2010

Salaries and salary related cost and aircraft fuel represent 47% of Icelandair´ s Group operating expenses

| Salaries and salary related cost driven by production and union contracts

| Aircraft fuel determined by fuel price, volume and currency fluctuations

Development operating expenses
2010 vs. 2009 in ISK billion
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FUEL PRICE
AVERAGE PRICE 2010 27% HIGHER THAN IN 2009

Aircraft fuel expenses
Main deviation 2010 vs. 2009 in ISK billion

Fuel price development
2009-2011
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FUEL HEDGING ICELANDAIR
01.02.2011 ï01.02.2012

Price

Current hedge position
USD million
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REVENUE AND EXPENSES
SPLIT BY CURRENCY AND LOCATION 

Total revenue  
Currency split

Total revenue  
Split by location

Total  expenses
Currency split
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BALANCE SHEET

| Assets amounted to ISK 84.2 billion at the end of 2010 

| Net interest-bearing debt amounted to ISK 12.1 billion, down  from ISK 41.2 billion at the beginning of the year

| Equity ratio up to 33.7%

ISK billion 31.12 2010 31.12 2009

Assets

Operating Assets 27.6 27.0

Intangible assets 21.2 23.6

Other non-current assets 2.5 6.6

Total non-current assets 51.3 57.2

Assets classified as held for sale 2.8 17.5

Other current-assets 17.1 12.5

Markatable securities 1.3 0.0

Cash and cash equivalents 11.7 1.9

Total current assets 32.9 31.9

Total assets 84.2 89.1

ISK billion 31.12 2010 31.12 2009

Equity and liabilities

Stockholders equity 28.4 14.6

Loans and borrowings non-current 21.4 13.7

Other non-current liabilities 6.0 5.9

Total non-current liabilites 27.4 19.6

Loans and borrowings current 3.2 22.7

Liabilities held for sale 2.4 10.6

Deferred income 8.8 7.2

Other current liabilities 14.0 14.4

Total current liabilites 28.5 54.9

Total equity and liabilities 84.2 89.1

Equity ratio 33.7% 16.4%

Current ratio 1.16 0.58

Net interest bearing debt 12.1 41.2 

Interest bearing debt 24.6 43.1 
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CASH FLOW
SIGNIFICANT IMPROVEMENT IN 2010

| Total CAPEX amounted to ISK 5.0 billion in  2010

| Non cash expensed long terms cost amounted to 4.6 billion

| Cash position improved significantly

ISK billion 2010 2009

Working capital from operations 12.9 5.4

Net cash from operating activities 14.3 8.8

Net cash used in investing activities -4.2 -7.8

Net cash used in financing activities 0.0 -3.3

Increase in cash and cash equivalents 10.1 -2.3

Effect of exchange rate fluctuations on cash held -0.3 0.1

Cash and cash equivalents at 1 January 1.9 4.1

Cash and cash equivalents at 31 December 11.7 1.9



FINANCIAL

RESTRUCTURING
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FINANCIAL RESTRUCTURING
COMPONENTS

| The financial restructuring was based on 3 components with a total increase in share capital of

ISK 4 billion in nominal value

| Substantial excess demand in the share offering in December ïsubscription 3 times the offered amount

The Group´ s largest creditors

converted debts in the amount of 

ISK 3.6 billion into shares based

on a share price of ISK 5, which

corresponds to a subscription to

720 million new shares

Convertion of debt

into shares

In October investors invested ISK 

5.5 billion in new shares at the

price of  ISK 2.5 per share

corresponding to a subscription of 

2.5 billion new shares

In December 2010 further ISK 2.5 

billion in new shares at the same

price per share, corresponding to

1.1 billion new shares was raised

New

shares

Sale of non core assets reduced

the interest bearing debt of the 

company by ISK 9.4 billion

Capital gain on the asset sale 

amounts to ISK 4.2 billion before 

taxes

Divestment

of assets
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FINANCIAL RESTRUCTURING
COMPLETED ON THE 10TH OF FEBRUARY

| Following the approval of the Icelandic Competition Authority on the 10th of February the sale of Bluebird Cargo was finalized

| The lenders and shareholders of SmartLynx and Travel Service did not give the necessary approvals therefore the Group will 

continue to own the companies

| The sales process of SmartLynx and Travel Service will continue

| The total purchase price for all assets that were to be sold to the banks, ISK 7.6bn will not change

Plan was that lenders would pay ISK 1 for all shares in 

SmartLynx and all guarantees that the Group has given

in terms of the obligations of SmartLynx would remain

the same.

Continued ownership of SmartLynx has no financial

impact on the Group.

Continued ownership will make it easier for the Group

to get out of existing guarantees.

SmartLynx

The Group will pay ISK 0.5 billion to take back the 

Travel Service shares

When the shares will be sold the proceeds up to ISK 

0.5 billion will accrue to the Group

Sale proceeds from ISK 0.5 ï1.6 billion wil be paid to 

a SPV owned by Islandsbanki and Glitnir bank

Sale proceeds in excess of ISK 1.6 billion will accrue 

to the Group

Travel Service
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MATURITY PROFILE

ISK billion Maturtiy profile before restructuring Restructured maturity profile

2011 25.5 3.2

2012 2.0 3.1

2013 4.0 7.8

2014 3.6 4.2

2015 0.4 1.0

2016 0.4 1.1

2017 0.5 2.6

Later 1.1 1.6

Total 37.6 24.6

Maturity profile
ISK billion
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Shareholder name Nominal value Percentage

FSÍ Framtakssjóður Ísland slhf 1,450,539,559 29.0%

Íslandsbanki hf 1,037,133,561 20.7%

Lífeyrissjóður verslunarmanna 483,513,186 9.7%

Lífeyrissjóðir Bankastræti 7 241,756,593 4.8%

Landsbanki Íslands hf 238,348,350 4.8%

Glitnir banki hf 219,145,318 4.4%

Stefnir - Ís-15 120,005,196 2.4%

Stafir lífeyrissjóður 101,122,567 2.0%

Sparisjóðabanki Íslands hf 93,572,562 1.9%

Tindar verðbréf 75,227,273 1.5%

Stefnir ÍS-5 69,032,947 1.4%

Landssjóður hf, 59,097,900 1.2%

Sameinaði lífeyrissjóðurinn 54,355,455 1.1%

Kristinn Hjörtur Jónasson 38,074,230 0.8%

Stefnir - Samval 37,000,000 0.7%

Alnus ehf 32,992,831 0.7%

Íslandssjóðir hf, 30,839,759 0.6%

Auður Capital safnreikningur 25,684,641 0.5%

Icelandair Group hf 25,460,000 0.5%

Eftirlaunasj atvinnuflugmanna 24,175,659 0.5%

Other 542,922,413 10.9%

Total 5,000,000,000 100.0%
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THE LARGEST SHAREHOLDERS
31.01.2011

Total number of shareholders 1,371



OUTLOOK AND Q&A



| Icelandair´ s route network as the key component and on the tourism services

| organic growth and business development within the Group´ s business segments

| reduction of seasonality in the Group´ s operation

| by expanding the high-season into the shoulder seasons

| by leasing excess capacity in the winter season to gain short-term cost coverage

| seeking ways to improve productivity and cost control
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CLEAR FOCUS ONé

Icelandaiŕ s
Route Network

To ςVia - From

Leasing, trading
and ACMI

Capacity
solutions

Tourism
in Iceland

Offering broad services to 
tourists as a one stop 

partner

Holidays
from Iceland

Servicing Icelandic
vacationers

Support
Services

Optimizing
operations

Cargo

Utilizing belly space and 
route network



Announced tax increases on the travel industry by the Government may though have severe impact on the

growth plan
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GROWTH PLAN IN 2011
CREATES 250 NEW JOBS

Icelandair

Capacity increased by 17%

Number of  operated aircraft rises to 14

Icelandair Hotels

New hotel opened in June in Akureyri

Hotel Loftleidir totally renovated and introduced under a new brand name in June

Loftleidir Icelandic

New agreement with UN, adding one 757 to the fleet

Air Iceland

New agreement signed with the Greenland government 

Nuuk an all year destination along with Kulusuk and Constable Pynt



TRAFFIC DATA JANUARY 2011
ONGOING FAVOURABLE DEMAND

| Icelandair passengers up by 15% from last year and Load factor improved by 2.8 ppt. 

| Record number of passenger travelling TO Iceland in the month of January

| Air Iceland passengers down by 2%, but Load Factor up 1.4 ppt.

Icelandair Jan 11 Jan 10 CHG (%)

Number of Passengers (PAX) 82,136 71,591 č 15%

Load Factor (%) 65.7% 62.9% č 2.8 ppt

Available Seat Kilometers (ASK) - in thousand 344,855 304,057 č 13%

Air Iceland Jan 11 Jan 10 CHG (%)

Number of Passengers (PAX) 23,762 24,271 Ď -2%

Load Factor (%) 65.1% 63.7% č 1.4 ppt

Available Seat Kilometers (ASK) - in thousand 11,608 10,680 č 9%

Capacity Jan 11 Jan 10 CHG (%)

Fleet Utilization (%) 93.1% 88.0% č 5.1 ppt

Sold Block Hours 4,904 4,234 č 16%

Cargo Business Jan 11 Jan 10 CHG (%)

Available Tonne Kilometers (ATK) - in thousand 12,463 12,289 č 1%

Freight Tonne Kilometers (FTK) - in thousand 6,596 6,589 č 0%

Tourism Jan 11 Jan 10 CHG (%)

Available Hotel Room Nights 16,492 16,252 č 1%

Sold Hotel Room Nights 7,361 7,635 Ď -4%

Utilization of Hotel Rooms 44.6% 47.0% Ď -2.3 ppt
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OUTLOOK

| We forecast our margins lower in 2011 than in 2010 

| Lower yield expected

| Fuel price increase of 10% is estimated to have USD 11.4m negative effect on

the Group´ s results (ceteris paribus) 

| Management forecasts EBITDA to amount to ISK 9.5 billion in 2011 

| Fierce competition in international flights expected 2011

| TO and FROM market

thirteen airlines will fly to Iceland in the summer 2011

| VIA market

increased capacity - anticipated to have effect in the winter season

| Demand for spring and summer is strong on all markets and in particular on the

VIA market and FROM market ïpotential passenger tax increase can though lower demand

| Uncertainty in relation to open union contracts
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