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During these challenging times, we showed how teamwork and exibility are at the core of our
company culture. Our sales teams in the markets were always accessible towards the travel
trade, provided support and all relevant information on travel policies, ight schedule and border
restrictions. We implemented our „Simply Travel“ policy, as exibility was the key factor for our
customers to plan and book their next journey.

Bjarni Birkir Harðarson
Director - Sales

Initial response to the pandemic

Following the spread of the COVID-19 pandemic, the situation was closely monitored. Various measures were
taken according to guidelines of the health authorities to ensure the health and well-being of the Company’s
passengers and employees. Icelandair ew several special ights to bring residents of Iceland home who were
traveling abroad.

The Company placed special emphasis on e cient communication to passengers, with regular updates on the
Company’s website, social media and through press releases, especially due to changes in the ight schedule
and due to new rules that were implemented to ensure its passenger safety. Various health and safety
measures were implemented on board the aircraft as well as across the Company’s operations. As an increased
safety measure, wearing a mask was made mandatory on all Icelandair ight from mid-June onward. Service on
board has been limited to minimize contact between passengers and crew members. On long-haul ights, food
packed under the strictest safety conditions is served and a bottle of water is handed when boarding.
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Icelandair Group at a glance

Icelandair Group operates in the international airline sector. With Iceland as its hub and home, its core business
is built around Icelandair’s route network and the unique geographical location of the country which serves as a
connecting hub between Europe and North America. Icelandair Group also operates an airfreight and logistics
business through Icelandair Cargo, domestic airlines services through Air Iceland Connect, aircraft leasing and
consulting services through its subsidiary Loftleidir Icelandic, as well as the tour operators Iceland Travel and
VITA.
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$ 331m
Total liquidity
2019: $ 302m
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Assets
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Our markets

The impact of the COVID-19 pandemic and related travel restrictions explain the considerable drop in 
passenger numbers in 2020. Icelandair's focus during the year was on keeping vital air routes open to and from 

 
2020.

Serving four key markets

TO 
The tourist market with Iceland as the destination

FROM 
The Icelandic domestic market

VIA 
The international market between Europe and North America

Ongoing service to passengers

When it became clear that the epidemic would continue to a ect the ight schedule for the next few months,
Icelandair took various further measures, i.e., 20 aircraft were prepared for on-ground storage. Due to major
changes to the ight schedule, cancellation of ights and uncertainty about the near future, new customer
service measures had to be taken swiftly.

Icelandair emphasised providing passengers with exibility. The Company trained 300 employees, including
pilots and cabin crew, to help handling questions from its clients. A new cancellation policy was introduced to
assist customers in these uncertain times. The Company also introduced a new solution called Travel Credit,
that ensures customers receive a voucher instantly. Saga, an automated solution, was applied to help
answering customers. The system handled over thousands of inquiries the rst month, reducing considerably
the number of calls in the call center. With these new technical and automated solution, Icelandair was able to
complete the processing of the vast majority of refunds and travel credits during the year.

Outlook for Icelandair in 2021

The near-term outlook for the operations of Icelandair remains challenging. Icelandair’s international passenger
network will continue to be operated at a minimum level while travel restrictions are still in place parallel to
limited demand for travel. However, the Company expects a modest ramp-up will begin in Q2 of 2021.
Icelandair’s ights schedule will be adjusted accordingly. The route network has been simpli ed to strengthen
Icelandair’s exibility to respond quickly to the fast-changing market conditions and align capacity to demand at
any given time. The focus is on Icelandair’s key markets to and from Iceland as well as providing convenient
connections between Europe and North America.

The return to service of the Boeing 737 MAX

After completing the most thorough global inspection process in aviation history, major aviation authorities
around the world have recerti ed the Boeing 737 MAX as safe to y, after almost two years on the ground.
These include the Federal Aviation Administration (FAA) in the US, the European Union Aviation Safety Agency
(EASA) and Transport Canada (TC). From early March 2021, the Boeing 737 MAX aircraft has re-entered
Icelandair’s eet. The aircraft is both cost-e ective and more environmentally friendly, giving the Company
additional operational exibility during the ramp-up, as well as supporting the future development of its route
network.

Active storage of airplanes on the ground
Aircraft are designed and maintained to y. When they stay for long periods on the ground, special
maintenance procedures need to be adopted to maintain the aircraft airworthiness and to keep them
prepared to y. This includes a combination of maintenance tasks, such as regular inspections of the
condition of the aircraft, testing of systems and reacting to any issues that may arise. These
procedures are a part of a speci c storage program that is built upon documentation from the
manufacturer and then approved by the Icelandic Transport Authority (ICETRA).
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Strategic overview

Strategy and structure
The heart of Icelandair Group’s business model is the international
route network and the unique geographical location of Iceland which
serves as a connecting hub between Europe and North America,
creating sustainable value for the Company's shareholders and other
stakeholders.

During 2020, Icelandair Group’s strategy was further aligned to the
Company’s increased focus on its core business, aviation.
Furthermore, the strategic importance of Iceland as the Company's
hub was reinforced. The vision of bringing the spirit of Iceland to the
world and the mission of o ering smooth and enjoyable journeys to,
from, via and within Iceland – our hub and home, are supported by four
strategic initiatives. These are: Sustaining a culture of teamwork and
high performance, becoming the most customer-focused airline in our
markets, achieving excellence in all operations and operating an agile
and sustainable network.

Icelandair Group's organizational structure

Icelandair Group's strategy



Icelandair Group's organizational structure

Icelandair Group's strategy

Changes in the organizational structure in 2020

In 2020, as the Company prepared for an extended period of minimum operations, changes were made to its
organizational structure. The changes were aimed at simplifying the Company structure but at the same time

start to recover again. The Company’s operations now consist of seven divisions instead of eight before:

Sales & Customer Experience
Air Freight & Logistics (Icelandair Cargo)
Aircraft Leasing & Consulting (Loftleidir Icelandic)
Flight Operations
Finance
People & Culture
Business Development & Digital

Following the changes, the Executive Committee consists of eight members instead of nine before. Tómas
w

division Business Development & Digital, which focuses on digital innovation as well as business development

organizational changes were made within each of the divisions and their departments to reduce the number of
next level Directors.

Previous
Icelandair Group Annual

Report 2020

Next
Chairman's address



Chairman's address

Chairman

The year 2020 was heavily marked by the tremendous impact of the global COVID-19 pandemic on people‘slives, 
businesses and society as a whole. Global aviation is one of the industries that has been hit the hardest,as 
closed borders and prolonged travel restrictions since March and throughout the year have made it almost
impossible for airlines to continue normal operations. At the same time the importance of air transport has
become even more evident during the pandemic. Airlines have played an essential role during the past monthsin 
ensuring vital connectivity and important transport of both people and cargo around the world.

an 
essential part of how we connect with the world and maintain a good quality of life. Icelandair, as the leadcarrier 
in Iceland, has taken its responsibility very seriously during the pandemic to maintain vital air routesopen for 
passengers and ensure important cargo transport.

of 
Icelandair Group. The management team and other employees of the Company have shown remarkable

and dedication. Swift actions were taken to adjust the Company to minimum operations and at the same timean 

resourcefulness of Icelandair Group‘s employees, the Company was able to seize various opportunities, for
example in its cargo and aircraft leasing operations, securing new important revenue streams during this
challenging time.

Having a broad shareholders base has never been as important and was demonstrated by the strong

shareholders group during the year, increasing the number of shareholders from around three thousand to 
over



14 thousand in 2020. We are grateful for the trust and the support from our shareholders, new investors and the
Icelandic public. As in the past two years, the Icelandair Group’s Board of Directors proposes that no dividends
will be paid out to shareholders for the year 2020.

Icelandair’s route network is the heart of Icelandair Group’s business model, and Iceland is our hub and home.
Our hub-and-spoke network is built upon the country's unique location in the North Atlantic and serves the
markets to, from and within Iceland, but also provides extensive possibilities of connections between Europe
and North America via Iceland. Historically, Icelandair Group’s business model has resulted in healthy

Iceland’s position as an international connecting hub. Furthermore, Icelandair Group has been at the forefront
t

ISK 300 billion to the Icelandic economy in 2011-2019. Not to mention the extensive indirect economic impact
of the Company’s operations.

Icelandair Group has over the decades built valuable strategic infrastructure that supports its business model
and will prove essential in the rebound following the pandemic. First of all, the highly capable and loyal group of
employees is one of the Company’s greatest strategic assets. In addition, the Company has a valuable
ecosystem of subsidiaries supporting its core business and providing value for the Group, such as cargo

slots at strategic airports which are instrumental for its hub business model. Furthermore, Icelandair has built a
strong, international brand through its 83-year aviation history, recognized by customers for its value-for-money

strategic partnership agreements with other airlines enable passengers to extend their journey above the

capabilities and ownership cost. Preserving its key infrastructure during the hiatus mode has been crucial to be
prepared to seize the opportunities that will arise as soon as air travel resumes.

We are proud of our direct contribution to the development of the tourism industry in Iceland over the past
decade. We have, however, been in the process since 2019 to divest our tourism operations and shift our focus
to our core business, aviation. In 2019 we divested our majority share in Icelandair Hotels and are now in the
process of closing the sale of the remaining 25% share in the hotel company. In addition, we have announced
that we have started the sales process of Iceland Travel, our tour operator and destination management
company. As mentioned before, aviation is one of the main foundations for progress and quality of life in Iceland
and we believe that by focusing on what we do best is how Icelandair Group will maximize its value creation
going forward.
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During its over 80-year history, the Company has experienced various crises related to the forces of nature,
, the spread of the

COVID-19 pandemic is by far the most serious crisis that we and the airline industry as a whole haveexperienced 

We believe that post-COVID there will be opportunities for Iceland as a tourist destination and as an important
, 

Icelandair
network that
and the vastexperience and dedication of our employees, Icela dair Group has what it takes to be able to drive 
long-term
economy

Nex
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important medical equipment from China to Europe and North America. We also operated various repatriation
ights for stranded passengers, such as transporting thousands of Armenian residents from Los Angeles to

their home country.

Cargo services less a ected

In 2020, we only carried a total of 763 thousand passengers, which was an 83% decrease between years. The
number of passengers to and from Iceland decreased by 76% and the number of via passengers decreased by
92% due to our main focus on ights to and from Iceland because of the closure of the US and the external
Schengen borders. However, our freight services decreased much less than our passenger operations and we
compensated for the reduction of the passenger network by scheduling additional air cargo ights. Carried
cargo amounted to around 115 million freight tonne kilometres, decreasing only by 14% year on year. The
number of sold block hours in charter ights decreased by 70% year-on-year. Our total eet comprised around
46 aircraft, including our leasing and cargo businesses in comparison to 51 in 2019.

Despite the signi cant impacts of COVID-19 on our operations and nancial results, following our extensive
short- and long-term actions, our nancial position was strong at year end. Assets amounted to USD 1,034
million at year end 2020, net debt was USD 104 million, total liquidity USD 331 million and equity amounted to
USD 233 million with a warrant-adjusted equity ratio of 25% at the end of 2020.

Development of subsidiaries

The operations of our domestic and regional operations through Air Iceland Connect, our aircraft leasing and
consulting company Loftleidir Icelandic, as well as our tour operators, VITA and Iceland Travel, were also
signi cantly impacted by the COVID-19 pandemic.

We transported around 128 thousand passengers on domestic and regional ights, which is a 55% decrease
between years. We are currently working on integrating Air Iceland Connect into the Icelandair operations
which will drive considerable synergies for the Group, simplify our business and at the same time strengthen
our domestic and regional operations.

Considerable reduction was in Loftleidir’s services during the year but the company managed to seize
opportunities in the cargo market by teaming up with Icelandair Cargo on converting passenger aircraft to so-
called preighters, transporting medical equipment as detailed above.

Our tour operators VITA and Iceland Travel were also heavily impacted by the decrease in travel demand. In line
with our strategy of shifting our focus to our core ight operations, we have announced the sales process of
Iceland Travel.

Our responsibility towards employees and customers

The responsibility towards our customers and employees was at the top of our agenda during 2020, securing
health and safety across our operations and ensuring clear communication during fast-changing conditions. We
put all e orts in nding solutions for our customers and getting those that needed to travel to their destinations.
In addition, we completed the processing of the vast majority of refunds, travel credits and other changes to
bookings during the year.



Sustainable future

In every challenge there is an opportunity. Following such a serious crisis for the aviation and tourism 
industrieswe should use the opportunity to draw from our experience over the past decade that was 
characterized bytremendous growth of the tourism industry in Iceland. It is important to follow a focused 
strategy of how we aregoing to rebuild the industry. The policy framework presented by the Ministry of Tourism 
in 2019 provides a
sustainability andrespect for the environment. I believe Iceland is well equipped to become a leader in high-
value and sustainabletourism. This is in line with Icelandair Group’s strategy and we will continue to contribute 
to this developmentthrough the implementation of our corporate responsibility strategy.

Outlook – modest ramp up in Q2

we will be able to start a modest ramp-up of our network in the second quarter of this year and we estimate to
have reached our 2019 production levels in 2024.

having taken the aircraft into operation. We return the aircraft to service in March 2021 following extensive

future development of our route network.

Iceland remains a popular tourist destination

convenient connections between Europe and North America through Iceland.

I would like to use the opportunity and thank our outstanding team of employees for their dedication and
resilience during this unprecedented year as well as our customers for their patience. I would also like to thank

invaluable contribution during the year.
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Icelandair Group
Icelandair Group operates in the international airline sector. With
Iceland as its hub and home, its core business is built around
Icelandair’s route network and the unique geographical location of the
country which serves as a connecting hub between Europe and North
America. Icelandair Group also operates an airfreight and logistics
business through Icelandair Cargo, domestic airlines services through
Air Iceland Connect, aircraft leasing and consulting services through
its subsidiary Loftleidir Icelandic, as well as the tour operators Iceland
Travel and VITA.

Icelandair Group's business model is supported by strategic infrastructure that the Company has built up over
the past decades.
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Our excellent people Valuable ecosystem of businesses

Slots at strategic airports Strong international brand

E ective distribution channels Bene cial partnership

Flexible eet
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Icelandair's focus during the year was on keeping vital routes open for
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US and external Schengen borders, the via market decreased
signi cantly in 2020.

Operations in 2020

In 2019, Icelandair’s ight schedule was the largest in the Company’s history, growing by 3% from the year
before, with the number of passengers just over 4.4 million. Focusing on pro tability and sustainable growth,
the number of passengers was projected at 4.2 million in 2020 with emphasis on the markets to and from
Iceland. The rst two months of the year gave reason to be optimistic, with an increase in the number of
passengers to and from Iceland.

However, in early March 2020, the Company had to react quickly due to the e ects of the COVID-19 pandemic.
With a sharp decline in demand for travel, Icelandair’s ight schedule was immediately reduced. Travel
restrictions in the US and various countries in Europe, and later at the Icelandic borders, heavily a ected travel
demand throughout the year. Travel restrictions were partially lifted mid-June, and the Company was able to
respond quickly and expand its ight schedule until restrictions were tightened again in mid-August.

The total number of passengers in 2020 amounted to 891 thousand, a drop of 81% from the year before.

Icelandair carried more passengers in the rst two months than the remaining ten months of 2020
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During these challenging times, we showed how teamwork and exibility are at the core of our
company culture. Our sales teams in the markets were always accessible towards the travel
trade, provided support and all relevant information on travel policies, ight schedule and border
restrictions. We implemented our „Simply Travel“ policy, as exibility was the key factor for our
customers to plan and book their next journey.

Bjarni Birkir Harðarson
Director - Sales

Initial response to the pandemic

Following the spread of the COVID-19 pandemic, the situation was closely monitored. Various measures were
taken according to guidelines of the health authorities to ensure the health and well-being of the Company’s
passengers and employees. Icelandair ew several special ights to bring residents of Iceland home who were
traveling abroad.

The Company placed special emphasis on e cient communication to passengers, with regular updates on the
Company’s website, social media and through press releases, especially due to changes in the ight schedule
and due to new rules that were implemented to ensure its passenger safety. Various health and safety
measures were implemented on board the aircraft as well as across the Company’s operations. As an increased
safety measure, wearing a mask was made mandatory on all Icelandair ight from mid-June onward. Service on
board has been limited to minimize contact between passengers and crew members. On long-haul ights, food
packed under the strictest safety conditions is served and a bottle of water is handed when boarding.
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Company’s website, social media and through press releases, especially due to changes in the ight schedule
and due to new rules that were implemented to ensure its passenger safety. Various health and safety
measures were implemented on board the aircraft as well as across the Company’s operations. As an increased
safety measure, wearing a mask was made mandatory on all Icelandair ight from mid-June onward. Service on
board has been limited to minimize contact between passengers and crew members. On long-haul ights, food
packed under the strictest safety conditions is served and a bottle of water is handed when boarding.

Ongoing service to passengers

When it became clear that the epidemic would continue to a ect the ight schedule for the next few months,
Icelandair took various further measures, i.e., 20 aircraft were prepared for on-ground storage. Due to major
changes to the ight schedule, cancellation of ights and uncertainty about the near future, new customer
service measures had to be taken swiftly.

Icelandair emphasised providing passengers with exibility. The Company trained 300 employees, including
pilots and cabin crew, to help handling questions from its clients. A new cancellation policy was introduced to
assist customers in these uncertain times. The Company also introduced a new solution called Travel Credit,
that ensures customers receive a voucher instantly. Saga, an automated solution, was applied to help
answering customers. The system handled over thousands of inquiries the rst month, reducing considerably
the number of calls in the call center. With these new technical and automated solution, Icelandair was able to
complete the processing of the vast majority of refunds and travel credits during the year.

Outlook for Icelandair in 2021

The near-term outlook for the operations of Icelandair remains challenging. Icelandair’s international passenger
network will continue to be operated at a minimum level while travel restrictions are still in place parallel to
limited demand for travel. However, the Company expects a modest ramp-up will begin in Q2 of 2021.
Icelandair’s ights schedule will be adjusted accordingly. The route network has been simpli ed to strengthen
Icelandair’s exibility to respond quickly to the fast-changing market conditions and align capacity to demand at
any given time. The focus is on Icelandair’s key markets to and from Iceland as well as providing convenient
connections between Europe and North America.

The return to service of the Boeing 737 MAX

After completing the most thorough global inspection process in aviation history, major aviation authorities
around the world have recerti ed the Boeing 737 MAX as safe to y, after almost two years on the ground.
These include the Federal Aviation Administration (FAA) in the US, the European Union Aviation Safety Agency
(EASA) and Transport Canada (TC). From early March 2021, the Boeing 737 MAX aircraft has re-entered
Icelandair’s eet. The aircraft is both cost-e ective and more environmentally friendly, giving the Company
additional operational exibility during the ramp-up, as well as supporting the future development of its route
network.

Active storage of airplanes on the ground
Aircraft are designed and maintained to y. When they stay for long periods on the ground, special
maintenance procedures need to be adopted to maintain the aircraft airworthiness and to keep them
prepared to y. This includes a combination of maintenance tasks, such as regular inspections of the
condition of the aircraft, testing of systems and reacting to any issues that may arise. These
procedures are a part of a speci c storage program that is built upon documentation from the
manufacturer and then approved by the Icelandic Transport Authority (ICETRA).
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The impact of the COVID-19 pandemic and related travel restrictions explain the considerable drop in 
passenger numbers in 2020. Icelandair's focus during the year was on keeping vital air routes open to and from 
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Serving four key markets

TO 
The tourist market with Iceland as the destination

FROM 
The Icelandic domestic market

VIA 
The international market between Europe and North America
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Icelandair Cargo
Icelandair’s airfreight and logistics operation focuses on air freight
services to and from Iceland, by leveraging the passenger route
network together with scheduled air freighter ights, operating two
B757- 200 cargo aircraft in addition to the passenger eet.

Despite the COVID pandemic, Icelandair Cargo managed to maintain a strong position in 2020. The pandemic
had a signi cant impact on Icelandair’s Cargo operation during 2020 as all other Icelandair Group units,
however in a di erent way. In recent years Icelandair Cargo has increased the cargo utilization of the Icelandair
passenger network considerably. Before the pandemic, around 70% of the goods were transported by the
passenger network. After the passenger operation almost disappeared due to the pandemic, the challenge was
to re-establish the cargo operation by increasing the freighter aircraft operation. It was decided to simplify the
freighter operation by focusing on two destinations, Liege in Europe and Boston in USA. Freighters were own
out of Iceland up to 20 times a week to those two destinations, and the main emphasis was to secure access for
fresh Icelandic sh to its fundamental markets. At the same time, it was essential to secure access for import to
Iceland, both traditional import as well as medical supplies. A great share of cargo capacity disappeared due to
global collapsing of the passenger network. Due to this change, some opportunities opened in di erent
markets. Icelandair Cargo managed to bene t from some of them by generating revenues from transit freight
transported from Europe to N-America.

Providing excellent service to our customers is the most important thing in our operation, where
exibility and adaptability play a major role. When the Covid-19 pandemic hit, we were able to

maintain unreduced cargo capacity to all of our customers main markets by taking advantage of
the great exibility we have through combined network of passenger and freighter aircraft. By
immediately increasing freighter aircraft capacity we were able to serve markets that were
previously served by our passenger planes. Our exibility played a key role in keeping important
markets open for our customers to and from Iceland.

Fjölnir Þór Árnason
Director - Cargo Operations

Icelandair Group brands

Our international ight
operations

Our domestic ight operator

Our aircraft leasing and
consulting business

Our airfreight and logistics
operator

Travel agency focusing on
trips from Iceland

A leading travel company
focusing on trips to Iceland

At a glance Strategic overview Business review Financial review Governance Responsibility Accounts



Restructuring freight operations

With almost a total drop in the passenger network due to the pandemic, we lost 70% of the total cargo capacity.
We realized how important it was to build up a cargo operation to our main markets in a short time. We had to

nd a way to bring the fresh sh to its markets as well as medical supplies to Iceland. With our logistic expertise
and experience, we managed to replace the passenger network by restructuring our freight operation in a very
short time. By doing that, we managed to move most of the freight during COVID to and from Iceland as we
usually do.

With our logistic expertise and experience, we managed to replace
the passenger network by restructuring our freight operation in a very

short time. By doing that, we managed to move most of the freight
during COVID to and from Iceland as we usually do.

Moving medical supplies from China
At the beginning of the pandemic, the world was in a need of cargo capacity to move medical supplies
from China. Together with Loftleidir Icelandic and employees from other business units within the
Group, six Icelandair passenger aircraft were modi ed to cargo aircraft. By taking out the cabin interior
it was possible to load boxes into the cabin and change the aircraft from passenger to freighter aircraft.
Many complicated operational and security challenges needed to be solved in a very short time, as
well as getting allowances for tra c rights approved. With great energy and clear focus, the
cooperation was successful, resulting in operating successfully around 80 trips between China and
Europe and China and N-America.

Icelandair Group's organizational structure

Icelandair Group's strategy
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Air Iceland Connect

Icelandair Group’s regional carrier, Air Iceland Connect, o ers domestic ights to ve destinations in Iceland
and regional ights to four destinations in Greenland. Air Iceland Connect aims to inspire customers to
experience an adventure by visiting remote North Atlantic destinations. The company’s focus is on o ering a
smooth and enjoyable travel experience. Dependable regional ight services also enable business undertakings
and public agencies requiring travels to operate more e ciently. Co-operation with other airlines enables
interregional connections, both domestically in Iceland and to other North-Atlantic destinations.

Integration of Icelandair and Air Iceland Connect

At the beginning of last year, Icelandair announced the integration of Icelandair and Air Iceland Connect (AIC).
Since then, a lot of e ort and work has been put into integrating the two companies to create a uni ed
organization. The objective of the integration is to ensure a sustainable future for domestic operations and the
West Nordic region and at the same time strengthen and simplify the company’s operations. From mid-March
2021 onwards, the network of Icelandair and AIC will be integrated into one stronger network and all sales and
marketing e orts joined under the Icelandair brand Icelandair’s products and services will from then on be
accessible in one place, for both the domestic and international market on the Icelandair website.

The year of COVID-19 and change

Like the rest of the tourism industry, Air Iceland Connect was heavily hit by the impact of COVID-19. In the

Changes in the organizational structure in 2020

In 2020, as the Company prepared for an extended period of minimum operations, changes were made to its
organizational structure. The changes were aimed at simplifying the Company structure but at the same time

start to recover again. The Company’s operations now consist of seven divisions instead of eight before:

Sales & Customer Experience
Air Freight & Logistics (Icelandair Cargo)
Aircraft Leasing & Consulting (Loftleidir Icelandic)
Flight Operations
Finance
People & Culture
Business Development & Digital

Following the changes, the Executive Committee consists of eight members instead of nine before. Tómas
w

division Business Development & Digital, which focuses on digital innovation as well as business development

organizational changes were made within each of the divisions and their departments to reduce the number of
next level Directors.
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spring, demand dropped down by over 90%. However, the domestic market was relatively quick to recover and
e

hit after the summer, demand fell dramatically again, with a much slower recovery rate this time around.
Greenland closed its borders in June and remained heavily restricted throughout the year. These restrictions led

that time.

r

The proposal for a scheme to support air travel for the local population in remote regions in Iceland was agreed
s

eligible customers a 40% discount on their airfare. The scheme was very well perceived by customers and was

3,900 ights 60 million available seat kilometers

Outlook for Air Iceland Connect in 2021

Air Iceland Connect domestic operation has historically shown a strong correlation with the local economy’s

conditions is the key to the sustainability of the operation.

Although mining and oil exploration in Greenland are currently at a low, the demand for Greenland as a tourist
destination, in the long run, is growing. However, short term, there is uncertainty when borders will open and

and extended airports in Greenland, scheduled to open in 2023, the accessibility to Greenland will be improved,
giving Air Iceland Connect exciting opportunities for both passenger and cargo operation between Iceland and
Greenland.
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Iceland Travel
Iceland Travel takes pride in its diverse product portfolio, high-level
services, and deep connections to the community of businesses and
travel providers in Iceland.

Service o ering spans a wide range of quality services for travellers from all over the world, o ering a full range
of guided tours, day tours and road trips. Market segments include Customized services for groups and
individuals, Cruise services, Meetings, Incentives, Conferences, Events and Nine World Luxury Brand.

Iceland Travel‘s longstanding history is built on its team’s extensive experience and commitment to preserving
Iceland‘s natural environment.

The year that changed everything

Having started the year successfully, with the rst two months according to schedule, various travel restrictions
were implemented causing a signi cant decline in tourists arriving in the country. Iceland Travel undertook an
extensive restructuring of its operations to meet and minimize the impact of COVID-19 and to set the company
up for pro table growth when the pandemic subsides. Sales and marketing of both brands (Iceland Travel and
Nine Worlds) and all services merged into a single department. In addition operations, nance and procurement
for all departments merged into a single department for each division. The number of employees was reduced
by almost 70% with the remaining accepting part-time positions.
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VITA
VITA o ers a variety of leisure tours to Icelanders travelling abroad
through high-quality services supplied at competitive prices.

VITA takes advantage of opportunities that arise through its partnership with Icelandair, thereby o ering secure
and attractive options for Icelanders seeking services and assistance, for organised groups and individual tours,
such as vacation tours, golf, sports and ski trips and city breaks. VITA also o ers specialized business solutions
in partnership with Carlson Wagonlit Travel, serving large companies, institutions and small businesses alike.

VITA o ers a variety of leisure tours to Icelanders travelling abroad
through high-quality services.

Highlights of 2020

The year 2020 started well and the outlook was promising until the COVID-19 pandemic hit at the end of
February.



From March and through 2020, VIT
n
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excellent shape to take part in the post-COVID ramp-up. The company’s management is optimistic the latter 
halfof 2021 will be successful for outgoing tourism.

Albufeira in Portugal.

Iceland Travel
Next
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Fleet
Icelandair has a exible eet that marries commonality with varying
sizes, capabilities and ownership costs. It consists of a mix of aircraft
suitable for di erent missions within the network, providing the airline
with exibility.

Type Icelandair Cargo Loftleiðir AIC* Fleet
31.12.20

Owned Leased Change from
31.12.19

B757-200 16 2 6 24 21 3 -5

B757-300 2 2 2

B737 MAX 8 5 5 2 3

B737 MAX 9 1 1 1

B767-300 4 2 6 5 1

B737-700 1 1 1

B737-800 1 1 1

Bombardier Q200 3 3 3

Bombardier Q400 3 3 3

Total 28 2 10 6 46 36 10 -5

* AIC = Air Iceland

Connect

e

to open new markets as well as keeping costs low within the Company's core operations. The MAX aircraft can

some of the Company's smaller domestic destinations, with the ability to add extra cargo hold when needed.

Our excellent people Valuable ecosystem of businesses

Slots at strategic airports Strong international brand

E ective distribution channels Bene cial partnership

Flexible eet

Previous Next



The Bombardier Q400 have excellent range and speed, along with longer fuselage, making them ideal in shorter
international ights as well as being well utilized for the more popular domestic destinations.

Fleet strategy

The Company’s base eet plan does not require additional aircraft commitments until 2024. The Boeing 757
phase-out continues and will be managed in line with aircraft capacity requirement as new aircraft are added to
the eet. In 2020, three of the Company´s Boeing 757s were sold for freighter conversions and other four
Boeing 757 retired and entered a part-out and teardown programs. Icelandair has been exploring several
options regarding the long-term replacement of the Boeing 757 and has added several Boeing 737 MAX to its

eet.

Within its domestic and regional markets, the deployment of the Bombardier Q200s with their 37 seats and the
Bombardier Q400s with their 76 seats, preserves the Company’s exibility to meet di erences in market
demand, while at the same time streamlining operations by focusing on a single aircraft manufacturer within
domestic and regional operations that provides the economic advantage of being able to o er the same training
for all ight crew. In order to adjust the required number of aircraft in line with changes in the regional market,
Air Iceland Connect entered into a dry lease contract of one of its Q400 to LAM Mozambique Airlines. The
aircraft was delivered in December 2019 and the contract is for ve years.

The long-term eet plan of the Company will remain under review and the Company is well positioned to take
advantage of opportunities in aircraft markets as the industry reorganizes.

Boeing 737 MAX recerti ed

Aviation authorities have recerti ed the Boeing MAX 737 as safe to y after an extensive inspection process
with worldwide participation. The aircraft design was recerti ed, and changes made to ensure the safety of the
aircraft, in addition to increased pilot training requirements. Icelandair's experienced pilots and aircraft
mechanics have been working hard on the preparation of the Boeing MAX 737 return to service. The aircraft is
being updated in accordance with the requirements of the aviation authorities. Icelandair is one of the few
European airlines that own a Boeing 737 MAX ight simulator, and the airline's pilots are undergoing extensive
theoretical and practical training. All Boeing 737 MAX in operation will also have taken several test ights before
returning to Icelandair's schedule. The Boeing 737 MAX are e cient and environmentally friendly aircraft that
will, without doubt, increase the Company's exibility and strengthen its route network. The aircraft will
gradually be reintroduced to Icelandair’s ight schedule from March 2021 and onwards.

Teardown of four of the Company's Boeing 757
In 2020, Icelandair decided to retire and disassemble four of its Boeing 757 aircraft. Some components
of the aircraft were used in the Company's operations, while others will be sold. Two of the aircraft
went to our specialized partner in Kansas City, who took care of the disassembly. Our sta  in the
hangar in Ke avík handled the disassembly of the other two aircraft, and this is the rst time such work
has been performed in Iceland. It takes few weeks to disassemble each machine, but a lot of
preparation is required from Technical and Maintenance Operations.

In recent years, the technical and maintenance departments of Icelandair and Loftleidir have employed
teams that specialize in maximizing the value each aircraft that are completing their service. The
maintenance status, age and other characteristics of each plane form the basis of the decision making
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Ongoing service to passengers

When it became clear that the epidemic would continue to a ect the ight schedule for the next few months,
Icelandair took various further measures, i.e., 20 aircraft were prepared for on-ground storage. Due to major
changes to the ight schedule, cancellation of ights and uncertainty about the near future, new customer
service measures had to be taken swiftly.

Icelandair emphasised providing passengers with exibility. The Company trained 300 employees, including
pilots and cabin crew, to help handling questions from its clients. A new cancellation policy was introduced to
assist customers in these uncertain times. The Company also introduced a new solution called Travel Credit,
that ensures customers receive a voucher instantly. Saga, an automated solution, was applied to help
answering customers. The system handled over thousands of inquiries the rst month, reducing considerably
the number of calls in the call center. With these new technical and automated solution, Icelandair was able to
complete the processing of the vast majority of refunds and travel credits during the year.

Outlook for Icelandair in 2021

The near-term outlook for the operations of Icelandair remains challenging. Icelandair’s international passenger
network will continue to be operated at a minimum level while travel restrictions are still in place parallel to
limited demand for travel. However, the Company expects a modest ramp-up will begin in Q2 of 2021.
Icelandair’s ights schedule will be adjusted accordingly. The route network has been simpli ed to strengthen
Icelandair’s exibility to respond quickly to the fast-changing market conditions and align capacity to demand at
any given time. The focus is on Icelandair’s key markets to and from Iceland as well as providing convenient
connections between Europe and North America.

The return to service of the Boeing 737 MAX

After completing the most thorough global inspection process in aviation history, major aviation authorities
around the world have recerti ed the Boeing 737 MAX as safe to y, after almost two years on the ground.
These include the Federal Aviation Administration (FAA) in the US, the European Union Aviation Safety Agency
(EASA) and Transport Canada (TC). From early March 2021, the Boeing 737 MAX aircraft has re-entered
Icelandair’s eet. The aircraft is both cost-e ective and more environmentally friendly, giving the Company
additional operational exibility during the ramp-up, as well as supporting the future development of its route
network.

Active storage of airplanes on the ground
Aircraft are designed and maintained to y. When they stay for long periods on the ground, special
maintenance procedures need to be adopted to maintain the aircraft airworthiness and to keep them
prepared to y. This includes a combination of maintenance tasks, such as regular inspections of the
condition of the aircraft, testing of systems and reacting to any issues that may arise. These
procedures are a part of a speci c storage program that is built upon documentation from the
manufacturer and then approved by the Icelandic Transport Authority (ICETRA).



Shareholder information and IR
The Company's share capital was increased by 23 billion new shares
following a successful public share o ering in September 2020
whereby the number of shareholders increased by 7,000. In addition,
investors who were allocated new shares in the o ering were issued
warrants to subscribe to further new shares in the Company that may
be exercised at certain dates over the next two years.

Share capital

The Company's share capital amounts to ISK 28,437,661 thousand. Each share carries one vote at shareholders'
meetings. The shares are freely transferrable unless otherwise stipulated by law. All shareholders hold equal
rights to dividend payments as declared from time to time. In accordance with a resolution passed at a
shareholders' meeting on 22 May 2020, the Company's share capital was increased by 23 billion new shares
following a public share o ering in September. In addition, investors who were allocated new shares in the
o ering were issued warrants to subscribe to further new shares in the Company that may be exercised at
certain dates over the next two years. The warrants amount to 25% of the nominal value of the new shares
issued as a result of the o ering. If all warrants are exercised they will raise an additional ISK 5,750 million in
equity for the Company. New shares issued as a result of the warrants being exercised will be issued within the
same share class as all existing Icelandair Group shares. The Company held no treasury shares at year end
2020.

Share performance

The Icelandair Group’s shares were a ected by the COVID-19 virus which put a strain on the share price
development in 2020. The share stood at ISK 7.55 at the beginning of 2020. The shares reached a high of ISK
8.82 at 7 February 2020. Over the year Icelandair Group’s share price decreased by 78% in 2020. The
widespread availability of vaccines and implementation of successful testing regimes will be key for the
recovery in travel demand and share prices in the coming year.

Icelandair Group shareprice and trading volume in 2020



All amounts in ISK 2020 2019 2018 2017 2016

Market capitalisation million 46,638 41,057 47,900 73,550 115.500

Share price at year end 1.64 7.55 9.58 14.71 23.10

Highest closing price 8.82 11.10 16.55 23.53 38.90

Lowest closing price 0.87 5.50 6.53 13.13 22.95

No. of issued shares million 28,438 5,438 5,000 5,000 5,000

No. of outstanding shares million 28,438 5,438 4,813 4,861 4,975

Average no. of outstanding shares million 12,054 5,244 4,822 4,887 4,975

Share liquidity

Icelandair Group has entered into an agreement with Islandsbanki hf. regarding market-making for the issued
shares of Icelandair Group. The agreement is of unspeci ed duration and may be terminated with one month's
notice. The purpose of the agreement is to improve liquidity and to enhance transparent price formation for the
Company’s shares on NASDAQ OMX Iceland.

Shares in Icelandair Group were traded 17,218 times in 2020 (2019: 7,428 times) for a total market value of ISK
26.0 billion (ISK 32.8 billion in 2019). The average number of shares traded was 53.7 million. Icelandair Group’s
market capitalisation at the end of 2020 was ISK 46.6 billion.

Key ratios

Icelandair Group reported net shareholder loss of USD 366.6 million in 2020, corresponding to -3.04 US cents
per share. The Company’s total equity at year-end was USD 232.8 million.

2020 2019 2018 2017 2016

Earnings per share in US Cent -3.0 -1.1 -1.2 0.8 1.8

Intrinsic value of share capital 1.1 10.9 12.0 15.0 14.0

P/E ratio -0.4 -5.9 -7.1 18.4 11.4
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Name No. Shares Shares in %

The Pension Fund of Commerce 642,361,239 2.26

Solvollur ehf. 554,704,375 1.95

General Pension Fund 544,402,218 1.91

Landsbref – Urvalsbref – Icelandic Professional Investors Fund 496,061,487 1.74

Stefnir IS 15 – Icelandic Professional Investors Fund 492,778,863 1.73

Stefnir Samval – Icelandic Professional Investors Fund 452,000,000 1.59

Collection Fund of Pension Rights (Pension Fund) 448,869,554 1.58

Stefnir IS 5 – Icelandic Professional Investors Fund 443,812,333 1.56

Birta Pension Fund 381,591,996 1.34

Individual 350,000,000 1.23

Lifsverk Pension Fund 307,915,100 1.08

FIA Pension Fund 293,861,670 1.03

The Pension Fund for State Employees. Division-B 280,437,800 0.99

IS Equity Fund 272,922,941 0.96

Other 15,760,955,429 55.42

Total 28,437,660,653 100.00

Dividend and dividend policy

Icelandair Group's goal is to pay 20-40% of each year's net pro t in dividends. Final annual dividend payments
will be based on the nancial position of the Company, operating capital requirements and market conditions.
Icelandair Group’s Board of Directors proposes that no dividends will be paid out to shareholders for the year
2020.

Investor relations

Icelandair Group’s objective is to ensure that timely and correct information about the Company is made
available to all stakeholders simultaneously, regularly and consistently. All press releases, nancial disclosures
and Company announcements are published through GlobeNewswire, a NASDAQ company. Icelandair Group
strives continuously to improve the quality, transparency and consistency of its information disclosures.

The investors’ website at www.icelandairgroup.com/investors/ provides extensive news and background
information on Icelandair Group for both analysts and investors. The site contains archived regulatory
announcements, nancial reports and presentations, shareholder information, share price information, dividend
policy and the nancial calendar.

Financial calendar





Performance in 2020
The year 2020 was the most challenging year in aviation history, with
the global pandemic causing almost a complete halt to air travel. Total
operating income was USD 433.6 billion, down by 71% between years.
EBIT was negative by USD 363.0 million down by USD 323.7 million
from 2019 million. Net loss amounted to USD 376.2 million, as
compared to net loss of USD 57.8 million in 2019. COVID-19 related
impairment amounted to USD 136.1 million, thereof, impairments
related to goodwill of USD 116.2 million and impairments of
investments in associates of USD 19.9 million.

Transport gures

The operations of Icelandair Group was heavily impacted by the COVID-19 pandemic and associated travel
restrictions in 2020. The capacity of Icelandair route network decreased by 81% year-on-year with a
corresponding 83% drop in the number of passengers. Icelandair carried more passengers in the rst two
months of the year than in the remaining ten months due to the COVID-19 related drop in demand. The capacity
Air Iceland Connect decreased between years due to COVID-19 but less than the capacity of the Icelandair
international route network. This is in line with the global airline market, where international tra c has overall
been weaker than domestic tra c during the pandemic. The domestic and regional capacity was down 58%
year-on-year with a 55% drop in passenger numbers. Icelandair’s Cargo operation was much less a ected by
the situation than the passenger services. Due to decreased capacity in the Icelandair route network, most of
the freight volume is now transported with cargo aircraft. As a result, the freight volume decreased much less
than the reduction of the route network, or by 14% in 2020. Sold block hours on charter ights decreased by
53%.

2020 2019 % Chg.

International ights

Number of Passengers Thousand 763 4,408 -83%

Load Factor (LF) % 67.2 82.0 -14.8 ppt

Available Seat KM (ASK) Million 3,130 16,679 -81%

On time performance Number 85.0 74.0 11.0 ppt

Regional and Greenland ights

Number of Passengers Thousand 128 282 -12%

Load Factor (LF) % 65.9 70.5 5.0 ppt

Available Seat KM (ASK) Million 61 143 -21%

Charter ights

Outlook for Loftleidir Icelandic for 2021

One of the biggest challenges of 2020 has been managing and preserving long-standing customer
relationships by renegotiating lease terms, providing support and exibility to customers. On the same token,
many suppliers have been supportive in these challenging times.

The forecast for 2021 shows a gradual improvement in the company’s markets. Aviation has been undergoing a
historical global downturn with many passenger and charter airlines retiring from the market, leading to excess
capacity of aircraft. That will create new opportunities in lling the void when the market recovers. Loftleidir
Icelandic maintains its strong foothold in the VIP Private Jet market segment with customers in Europe, North
America and Oceania and ights are expected to resume later in 2021. There will be a continued focus on
promoting AM, VIP Private Jet, ACMI and full charter products. In addition, Loftleidir Icelandic will o er potential
customers a plethora of consulting services as a total capacity solution provider. Leveraging Icelandair Group’s
resources of extensive aviation experience, the services provided include operational optimization, network
development, revenue accounting, ticket sales, market strategy, etc.
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Financial position
Icelandair Group’s nancial position is strong despite unprecedented
challenges in 2020. Assets at year-end amounted to USD 1,034.2
million. Capital expenditures totalled USD 49.2 million in 2020. Total
liquidity was USD 331.4 million at year-end, thereof cash and
marketable securities USD 159.4 million.

Balance sheet

Total assets amounted to USD 1,034.2 million at year-end, decreasing from the beginning of the year by USD
1,676.6 million. The decrease is driven by the divestment of Icelandair Hotels, which lowered assets by USD
271.4 million and COVID-19 related impairments of USD 136.1 million. Thereof, impairments related to goodwill
of USD 116.2 million and impairments of investments in associates of USD 19.9 million.

Total equity amounted to USD 232.8 million at year-end 2020. New shares in the amount of ISK 23 billion (USD
166.9 million equivalent) were issued following a share o ering in September. In association with the o ering,
the Company issued warrants in the amount of ISK 5.75 billion (USD 16.2 million equivalent), which is equal to
25% of the nominal amount of the new shares. The fair value of the warrants at issue date, amounting to USD
16.2 million was recognized through retained earnings and as a liability. In 2020, the Company recognized loss
on changes in fair value of its warrant liability in the amount of USD 10.5 million as a rise in the Company’s share
price translates to an increase in the warrant liability. At year-end 2020, the warrant liability thus amounted to
USD 27.8 million. When the warrants are exercised, or expire, the warrant liability will be reversed through
retained earnings neutralizing their e ects on that item.

Share Capital 1 January 2020 5,437,660,653

Increase of share capital 23,000,000,000

Share Capital 31 December 2020 28,437,660,653







Financial restructuring
Icelandair Group successfully completed a comprehensive
restructuring of its nances in September 2020. The overarching
principle of the restructuring process was to align operating costs and
payment schedules with the Company’s anticipated cash generation
for up to the next 24 months. The new structure is a result of wide-
ranging participation by key stakeholders as well as the Icelandic
government.

It was great to be part of the highly professional team of both internal and external experts that
led the nancial restructuring of the Company. The process was both complicated and
challenging and included a wide-range participation of key stakeholders as well as the Icelandic
government. The key to the success of this extensive project was the dedication and resilience
of the team. The nal step was a successful share o ering were USD 169 million was raised in
new share capital and we welcomed 7,000 new shareholders to our shareholder group.

Íris Hulda Þórisdóttir
Director - Business Control

New long-term union agreements

The Company reached new long-term collective bargaining agreements with its ight operations unions, i.e. the
aircraft mechanics, pilots and cabin crew. The new contracts, will strengthen the Company’s competitiveness
by bringing unit costs more in line with peers going forward, while simultaneously securing attractive employee
compensation.

Agreements with lenders, lessors and other vendors

The Company executed written agreements with 15 main counterparties regarding concessions and payment




















































































































