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MESSAGE FROM THE CEO

Sveinbjorn Indridason

It is no exaggeration to say that 2020 has been a demanding year for airport operations and air
navigation the world over. The Covid-19 pandemic took control over all our daily activities, and Isavia
was no exception. Few words are necessary, as the figures speak for themselves.

Total passenger numbers fell by around 81% in 2020. This fall was around 93% for the period April—-
December 2020. In April and May, passenger numbers fell by over 99%. Conventional operational
austerity measures are obviously not adequate in the face of such a disaster. Air navigation operations
and domestic flights tell a similar story. In 2020, there was an over 58% decrease in traffic in Icelandic
air traffic control area and a 51% decrease in the number of passengers departing on scheduled flights
from domestic airports.

It should not be forgotten either that 2019 brought external challenges related to the collapse of WOW
air and the grounding of all Icelandair’s Boeing 737 MAX aircraft. This led to a 26% decrease in
passenger numbers at Keflavik International Airport in 2019, as compared to the year before. It can
therefore be said with confidence that recent years have involved expending a great deal of energy in
dealing with external disruptions over which the company has no control.

At the end of March last year, it was clear that Isavia was entering a period of great uncertainty, for
which it was almost impossible to make an educated attempt at setting priorities. At the same time, the
focus from the outset was to ensure that our response was considered and that every effort would be
made to protect jobs and the infrastructure that the company operates. It was essential not to cut back
on operations to such an extent that it would affect the company’s ability to rise again. Despite this, the
company had no option but to make around 300 people redundant last year, mostly from the parent
company that operates Keflavik Airport, as there was simply no work for many employees to do as a
result of Covid-19.

In the first days of the pandemic, great emphasis was placed on securing the company’s financing and
access to liquidity, in order to give it room to continue operating while Covid-19 made itself felt. This
went well, and today the company’s access to liquidity is still good. It can be said that the company has

been successful in navigating the pandemic — despite the uncertainty it has brought with it —and in
protecting infrastructure at Keflavik International Airport.

There are many lessons to be learnt from disruptions of this type. One lesson is the importance of hav-
ing the courage to seek out opportunities in adversity. We have heard a great deal in recent years
about how flight connections are one of the main ways in which a country can create and maintain
economic growth. This concerns not only tourism, but also exports of goods and services, access to
education and culture, to name but a few examples.

Investment in airport infrastructure is one of the key aspects in increasing and maintaining the number
of flight connections. Naturally, the company’s first reaction when the pandemic struck was to cut back
significantly on building works, in order the stem the outflow of capital, given the total uncertainty
ahead. Last autumn, however, a major achievement was the securing of capital by Icelandair, Isavia’s
largest customer. This reduced the uncertainty surrounding, for instance, the status of Keflavik Airport
as a transit hub.

In recent years, we have been working on the next steps in the development programme for Keflavik
Airport. The company is now forecasting that passenger numbers at Keflavik Airport will have reached
pre-Covid-19 levels no later than 2024. It could happen earlier; it could happen later. But in order to
continue to ensure the foundation for flight connections looking forward, it is important to set to work
now on continued development of Keflavik Airport.

This brings us to another lesson — the importance of being able to see through the current storm and
perceive the opportunities of the future. Furthermore, restarting the development programme will
create many job opportunities in Sudurnes, the region of Iceland most affected by the pandemic in
terms of jobs.

Another lesson is solidarity. In recent months, the company has been working on securing further
capital to give it room to launch building projects that will benefit not only the airport in the future,
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but also constitute an important contribution to Sudurnes. Thanks to the concerted efforts of all
concerned, this work was completed extremely quickly, and early this year the Ministry of Finance and
Economic Affairs decided to increase its share capital in the company. This enabled us to launch nu-
merous building projects at Keflavik International Airport requiring large amounts of human resources
as early as this year.

At times such as this, it is particularly important to not lose sight of the importance of environmental
issues and sustainability. In recent years, Isavia has been making great efforts to ensure future susta-
inability. We see many opportunities for Iceland’s competitive advantage going forward to be directed
at environmental issues and sustainability, and we intend to pursue them.

Isavia has been a party to the UN Global Compact since 2016. As such, Isavia undertakes to ensure that
its work practices are in accordance with the ten basic UN criteria on human rights, work issues, envir-
onmental issues and action against corruption.

We are targeting issues in a number of fields, and the company sets itself high standards in this respect
every year. Objectives and related improvement projects have been selected with reference to the
company’s policies, comments from external stakeholders, the criteria of the UN Global Compact, the
United Nations Global Goals and related government priorities. The objectives for 2021 are linked to
eight of the seventeen Global Goals.

This is Isavia’s fifth annual and social responsibility report, issued according to the criteria of the Global
Reporting Initiative. This year’s report is drafted in accordance with Core GRI Standards, together with
GRI-G4 special provisions for airports. These special provisions deal specifically with the challenges and
opportunities faced by airports when it comes to sustainability. Consideration is given to the company’s
operations and to their impact on the economy, the environment and the community. The report is
being issued online for the third time. A large number of employees from all departments within the
company were involved in preparing the report, and we recruited an external consultant to review and
ensure the reliability of the information. We welcome any and all comments on the content of the

report, as continuous improvements are an integral part of our operations.

This social responsibility report describes the operations of Isavia in 2020. The report is published as a
progress report toward our goals as regards the UN Global Compact Convention (UNGC). We thereby
confirm our wish to work in accordance with the Ten Principles of the UN and work towards the Global
Goals. We declare our continued support of the UN Global Compact.

Last year was extremely difficult for all of us. We have all needed to make sacrifices in one way or
another and deal with a radically new set of circumstances, both at work and in our personal lives.
Many people have also lost their jobs. Many companies are still struggling, and there remains uncerta-
inty as to when the recovery will begin. Isavia staff have met these challenges exceedingly well, and |
should like to thank them very much for their fine work. However, we should not lose sight of the fact
that we have already begun to turn defence into attack — and this is where we want to be.

Sveinbjérn Indridason, CEO Isavia

oBAL Co,
& \"’«o This is our Communication on Progress
§ ““\ E in implementing the principles of the
.l " United Nations Global Compact and
\“ _-,/ p’ supporting broader UN goals.
~7N—

COMMUNICATION ON ‘We welcome feedback on its contents.

PROGRESS
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CHAIRMAN’S STATEMENT

Orri Hauksson

Recent years have seen unusually sharp rises and falls in the growth of international flights in Iceland.
Passenger numbers at Keflavik International Airport rose sharply between 2009 and 2018, more than
quadrupling over the period. The company was barely able to keep up with upgrading infrastructure
and service capability in line with this growth. Then things turned completely on their head. Passenger
numbers fell by 26% in 2019, due to the collapse of WOW air and the grounding of Icelandair’s Boeing
737 MAX aircraft.

Following a tough year, by early 2020 the tourism sector — including Isavia — imagined that the worst

was now over and was gearing up for growth to return.Nothing could have been further from the truth.

As we all know, the pandemic hit in early 2020, causing an 81% drop year-on-year in the number of
international passengers using Keflavik Airport. We need to go right back to the turn of the century —
long before tourism began to boom in Iceland — to find similar passenger numbers at Keflavik Airport.

All of this put Isavia’s strength seriously to the test. It is good to see how well the company — despite
everything — has handled the misfortunes visited on it by the pandemic. The organisation changes
made in the group in 2019 make it easier for various operational units in the Isavia group to pursue
their priorities in wholly unforeseen circumstances.

The company has been successful in protecting and maintaining its infrastructure during the pandemic
— this infrastructure is an integral part of Iceland’s key infrastructure, in both economic and security
terms. The company continues to have good access to liquidity, a very important factor in the current
period of uncertainty. International opinion polls have placed Iceland in a strong competitive position
as a safe, high-quality tourist destination — with much-sought-after natural wilderness — when world
travel to some extent starts up again.

Competition between airports has never been fiercer, but Keflavik Airport will be in an optimal position
once more when travel restrictions are relaxed, e.g. as regards flights connections between continents.
We shall weather the storm and be thoroughly prepared when the time comes. Isavia has earmarked
considerable sums of money for market support to airlines, with a view to speeding up development

efficiently as soon as possible.

To that same end, the company resumed building work under Keflavik Airport’s development plan at
the beginning of this year, following an increase in the company’s share capital. This work will make the
airport more competitive going forward and create a better experience for both airlines and passengers
using the airport for transit or travel to and from Iceland. The work will also create many jobs in Sudur-
nes — a very welcome development in the difficult employment times currently affecting the region.

I should like to thank the company’s management and staff for the fine work they have done in these
challenging times. Isavia takes its role of operating and developing one of the key pillars of the Icelandic
economy very seriously and intends to discharge this responsibility fully going forward.

Orri Hauksson, Chairman of the Board of Isavia
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CORPORATE GOVERNANCE

GOVERNANCE STRUCTURE

Isavia is a publicly owned company owned by the Icelandic state. The operations of the company are in
accordance with Act No. 153/2009 on the Merger of the Government-owned Limited Companies Flug-
stodir and Keflavik Airport, Act No. 76/2008 on Establishing a Government-owned Limited company for
the Running of Keflavik Airport, Act No. 102/2006 on the Establishment of a Public Limited company for
Air Navigation Services and Airport Operations by the Icelandic Civil Aviation Authority, and the
Aviation Act (Act No. 60/1998).

The company’s corporate governance is prescribed by Act No. 2/1995 on Public Limited Companies
(August 2012), the company’s Articles of Association and Rules of Procedure of the Board.

The company’s Board refers to the Guidelines of Corporate Governance and complies with them in all
major respects, although it is not legally bound to do so. The main deviations are that the company
does not have a nomination committee, as the nomination for the company's board is with the
Minister of Finance and Economic Affairs, who manages the state's share in the company. Two formal
sub-committees — the Remuneration Committee and the Audit Committee — currently operate under
the company’s Board.

Isavia's fiscal year is the calendar year. The company's annual accounts can be accessed at the Register
of Annual Accounts as well as on the company's website www.isavia.is

No court rulings have been issued during the year in which the company is believed to have broken any

laws or regulations.

Laws on the company can be accessed on the Alpingi's website, www.althingi.is, and articles of
association and rules of procedure on the company's website www.isavia.is. Guidelines on corporate
governance can be found on the Iceland Chamber of Commerce's website, www.vi.is.

ISAVIA BOARD OF DIRECTORS

The Board of Directors of Isavia consists of five members and five alternates, all of whom are elected at
the Annual General Meeting for a term of one year. Board members are nominated by the Minister of
Finance and Economic Affairs. The gender ratio among Isavia’s Board members and alternates is 40%
women and 60% men. All Board members are considered independent in the sense of the Guidelines
on Corporate Governance. All Board members have given the Board an account of their assets in other

companies, and their participation in them does not have an effect on their work as Isavia Board

members.

ISAVIA BOARD OF DIRECTORS 2020-2021

Orri Hauksson
born 1971, Mechanical Engineer, MBA, CEO of Siminn.
Chairman of the Board from 2019.

Matthias Imsland

born 1974, political scientist. Board member from 2014.

Deputy Chairman of the Board 2014-17 and from 2018.

Eva Pandora Baldursdéttir

born 1990, Business Adminstration, Specialist at the
Institute of Regional Developmen. Board member from
2018.

Nanna Margrét Gunnlaugsdottir

born 1978, Business Administration, MBA, Director of
investments at Hafblik Investments. Board member
from 2018.

Valdimar Halldérssonborn 1973, Business
Administration, Director of Nordursigling. Board
member from 2018.

ALTERNATES IN BOARD OF DIRECTORS

Bjorg Eva Erlendsdéttir, born 1960, BA Icelandic,
Norwegian and Journalism, Managing Director of the
Left-Green Movement.

Hreidar Eiriksson, born 1963, Attorney at Law, Specialist
at Fiskistofa (Directorate of Fisheries).

Ingveldur Seemundsdottir, born 1970, Business
Administration, MBA, assistant to the Minister of Tran-
sport and Rural affairs.

Oskar bérmundsson, born 1950, former Chief Consta-
ble.

Sigrun Traustadéttir, born 1962, Business
Administration, MBA, consultant.

For further information on Isavia’s Board of Directors
visit www.isavia.is/en/corporate/about-isavia/the-
company/isavia-board-of-directors
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BOARD’S ACTIVITIES AND RULES OF PROCEDURE

The Board has established detailed Rules of Procedure defining its scope of authority and the divisions
of tasks between it and the CEO. The current Rules of Procedure were approved at a meeting of the
Board of Directors on 20. May 2020. They include the division of tasks between Board members, rules
on the eligibility of politicians to take part in processing matters, procedure and minutes for meetings,
rules on confidentiality, the obligation to provide information to the Board and the decision-making
powers of the Board. The rules of procedure of the board are published on the company's website.

The Board of Directors shall constitute the supreme authority in the affairs of the company from one
shareholders’ meeting to the next, in accordance with laws and the company’s Articles of Association.
The Board’s main role is to manage the company between shareholders’ meetings and ensure
adequate supervision of the accounts and disposal of the company’s property, as well as confirm the
operating budget and investment plans and ensure compliance with them. The Board makes all major
decisions concerning the company’s operations and ensures that the company is operated in accor-
dance with the relevant laws and regulations.

Furthermore, the Board has the goal of promoting the company’s growth and results in the long term
by formulating company policy in consultation with company management.

In the operating year 2020 - 2021, 19 board meetings were held. All board meetings were quorate and
everyone attended most meetings. The Board's work plan for the next operating year is available after
the Annual General Meeting. The Chairman of the Board chairs the meetings. In addition to the Board,
the CEO, Deputy CEO and Chief Financial Officer attend Board meetings. The Deputy CEO writes the
minutes. As a rule, the minutes are signed by the board, the CEO, and the meeting secretary.

THE BOARD’S PERFORMANCE ASSESSMENT

The Board regularly evaluates its performance, its practices and rules of procedure, company

development, the performance of the CEO and the efficiency of sub-committees if present. The per-
formance assessment is intended, among other things, to evaluate the strengths and weaknesses of
the Board’s work and practices and take into consideration the components which the Board believes
may be improved. The Board’s performance assessment was carried out during a meeting of the Board
in March 2021.

INTERNAL MONITORING AND RISK MANAGEMENT

The Board has submitted a comprehensive risk policy for the company and defined the major
operational risks. The main risks for the Group’s financial transactions are exchange rate risk, currency
risk and indexing risk. A special risk committee is active and is authorised by the Board to determine
the scope and nature of risks and profit analysis for projects and ventures that could have significant
effects on operations and financial position. The Risk Committee, consisting of the CEO, Assistant CEO,
Director of Finance together with experts on risk management, submits regular reports on risks for the
company to the Board.

PricewaterhouseCoopers ehf. is Isavia’s internal audito. Internal auditing assesses and improves the
function of risk management, monitoring activities and governance through systematic and disciplined
work practices, thereby helping the company to achieve its goals. Internal auditing operates
independently, does not make any decisions relating to the day-to-day activities of the company and is
recruited by the Board.

Chief Officers are responsible for identifying, defining and assessing risks within their area of
responsibility as well as establishing appropriate management to minimize risk.
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CODE OF CONDUCT

Isavia’s Code of conduct applies to all employees and management of the company and is an integral
part of all employment contracts. In addition, there is a separate section on disqualification in the
Board’s Rules of Procedure. The Code of conduct is available to all employees on the intranet of the
company and on the Isavia website.

SUB-COMMITTEES

Two sub-committees operate under the Board of Directors:

REMUNERATION COMMITTEE

The Committee consists of two members of the Board of Directors. The main tasks of the
Remuneration Committee are to annually prepare a draft remuneration policy which is submitted to
the Annual General Meeting, prepare proposals submitted to the AGM as regards the employment
terms of Board members and prepare proposals for the Board as regards criteria for the wages and
other employment terms of the CEO and the Chiefs of the subsidiaries. The Remuneration Committee
monitors that the remuneration policy is followed, and that wages and other employment terms are in
accordance with laws, regulations and best practices as current from time to time. The rules of
procedure of the Remuneration Committee together with the company's remuneration policy can be
found on the company's website.

AUDIT COMMITTEE

The Audit Committee is made up of three members: one of whom must be independent of the
company and its employees, and two Board members. The main tasks of the Audit Committee involve
the evaluation of monitoring environment of the company, analysis of the effectiveness of internal

audits, the monitoring of the execution of auditing and the preparation of proposals for the selection of
an external auditor in consultation with the Icelandic National Audit Office (INAO) according to Article 7
of Act No. 46/2016 on the Auditor General and the Auditing of Government Accounts. The Committee
evaluates the independence of the auditor, the effectiveness of risk policies, risk willingness and risk
management and ensures compliance with laws and regulations. The Audit Committee monitors work-
ing processes in the preparation of financial statements to increase the trust in and safety of financial
information. Roles and rules of procedure can be found on the company's website.

CEO OF ISAVIA

The CEO is responsible for the management of all day-to-day operations in accordance with the policies
and instructions of the Board. Day-to-day operations do not include measures which are unusual or
extraordinary. He has decision-making powers regarding all the operational and financial issues of the
company and manages its assets. He submits an account of the company’s operations and performance
at Board meetings and answers to the Board for all day-to-day operations and compliance with the
company’s Articles of Association, laws and regulations.

Born in 1972, Sveinbjorn Indridason took an economics degree at the University of Iceland in 1998. He
worked at the Icelandic Investment Bank in 1998-1999 and in Icelandair’s risk management unit in 1999
-2005. He served as FL Group’s CFO in 2005-2008 and as COO/CFO of the software developer CLARA
from 2011. He was Isavia's Director of Finance from 2013 until he was hired as Isavia's Chief Executive
Officer (CEQ) in June 2019.
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COMMUNICATION ARRANGEMENTS BETWEEN SHAREHOLDERS
AND THE BOARD

One shareholder, the Icelandic state, holds all shares, and the Minister for Finance has all shareholder
rights. Shareholders’ meetings are the main venue for the formal provision of information to
shareholders and hold the supreme authority of the company. The Chair of the Board and the CEO
variously met the Minister or the employees of the Ministry of Finance last year.

The Board of Directors and CEO conduct themselves in accordance with the general policy on state
ownership of limited liability and partnership companies. The company releases press releases on the
company’s performance and other matters pertaining to its operation.

CORPORATE SOCIAL RESPONSIBILITY AND ETHICS

The Isavia Group has a corporate social responsibility policy and has supported the UN Global Compact
Convention since 2016. By doing so, it commits itself to policies and practices that are in line with the
ten United Nations Principles on Human Rights, Labor, the Environment and Anti-Corruption. The
organization supports and works systematically on the United Nations Global Goals for Sustainable
Development. The company's corporate social responsibility policy emphasizes a balance between the
economy, the environment and society based on sustainability.

The company has established a code of ethics for the group's suppliers and they are set in accordance
with the above ten main criteria of the UN Global Compact. The companies' suppliers are required to
comply with the Code of Ethics as a minimum standard and to make the same demands on their supp-
liers. The company should be notified if there is a suspicion that the criteria are not being followed.
Upon request, suppliers must be able to confirm compliance with this Code. The company's
agreements contain provisions on the prohibition of pseudo-contracting, and the employment

relationship shall be a principle in communication between employees and contractors. This is done to
ensure that all employee taxes, by whatever name they are called, are paid and that the provisions of
wage agreements are complied with.

Isavia's guiding principle is to keep the negative environmental impact of its operations to a minimum
in harmony and co-operation with stakeholders. The company established an environmental policy in
2015 and has worked diligently towards the goals of the policy with an action plan in environmental
and climate matters. The plan sets out a number of measures to reduce the negative environmental
impact of the company's operations. The action plan is valid until the end of 2021. Efforts have been
made to establish an environmental management system in accordance with the international
standard 1S014001 from 2020 and will complete this work before the end of the first quarter of 2021.
Keflavik Airport is a participant in the carbon certification system (ACI). Accreditation (ACA).

Isavia has been working systematically for years to promote gender equality and first received equal
pay certification in 2018, which has been confirmed by the Gender Equality Agency. The company's
position regarding equal pay certification is reviewed annually by external auditors, most recently in
September 2020. There is no unexplained gender pay gap in the company. The company also has a
gender equality plan that aims to increase general job satisfaction and improve work ethic among
employees. The purpose of the equality plan is to ensure equality, equal status and equal rights for the

sexes.

Isavia has a code of conduct that applies to all employees and management of the company that are
part of their employment contracts.

The company ensures certain protection for employees who report breaches of law or other
reprehensible conduct in the operation, according to Act no. 40/2020, on the protection of whist-
leblowers. An employee who has information or data on breaches of law or other reprehensible
conduct in the group's operations must report this. A process has been put in place to make it easier
for staff to provide such information.
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Isavia has submitted a community report as part of the company's annual report since 2016. The report
follows the criteria of the Global Reporting Initiative (GRI) as well as special provisions on airports. The
report is submitted to the GRI database and to the United Nations as an annual progress report on

commitments to UN Global.

GOVERNANCE DECLARATION 2021

The Board of Directors' statement is the Board's results for the past operating year, published on the
website of Isavia ohf. The following corporate governance statement applies to the year 2020, which is
published alongside the annual accounts for that year. With this governance statement, Isavia is foll-
owing the Corporate Governance Guidelines issued by the Iceland Chamber of Commerce, the
Confederation of Icelandic Employers and Nasdaq Iceland, e.g. with the aim of strengthening the
company's infrastructure and increasing transparency.

A corporate governance statement is available on the company's website wwwe.isavia.is.
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OPERATION

OPPORTUNITIES FOR THE FUTURE
ISAVIA’S OPERATIONS

Isavia is responsible for the development and operation of Keflavik International Airport. Its subsi-
diaries Isavia ANS and Isavia Regional Airports manage air navigation services in one of the world’s
largest air traffic control areas and the strong network of domestic airports in Iceland, respectively. In
addition, its subsidiary the Duty-Free Store operates four retail shops in the Leifur Eiriksson Air

Terminal at Keflavik Airport.

The operational form of the company was modified at the end of 2019, with air navigation services and

the operation of domestic airports (previously divisions within Isavia) being converted into subsidiaries.

The company’s Board of Directors made this decision based on the dissimilar nature of the operating
units in question. Keflavik International Airport is operated in a competitive environment, while
domestic airports rely on contributions from the Icelandic state and air navigation services are
operated on the basis of a cost recovery system. These changes afforded each part of the operation its
own importance and management structure and gave them the opportunity to adopt different
priorities and objectives. This is the first time that the structure and content of the social responsibility

report fully reflects this change.

ISAVIA OHF.

Keflavik Airport is operated by the parent company Isavia. The airport is run entirely on business terms.

It operates in a demanding competitive environment and is financially sustainable. This is where the
greatest opportunities lie, as well as the greatest operational risks.

ISAVIA BOARD
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Keflavik Airport has two core divisions. Commercial & Airport Development handles airlines relations-
hips and route development, commercial and marketing, assets and infrastructure and airport
development and construction. Service & Operation handles airport security, services and co-
ordination, airside operations, tower control and safety management.

There are also two support divisions — down from three last year following the merger of the Finance
division and the Human Resources & Corporate Strategy division. Finance & Human Resources handles
accounting and settlement, legal services, procurement and economics services, as well as human
resources and training. Digital Development & IT handles digital development, systems operations and
user services. Governance, corporate strategy and sustainability, public relations and Keflavik Airport
district planning are the responsibility of the CEQ’s office. The support divisions and the CEO offices are
an integral part of Keflavik Airport operations.

There is strong focus on all divisions of the parent company and the CEO’s office working for Isavia
Group as a whole. The CEO of Isavia is Sveinbjorn Indridason.

FINANCE &

COMMERCIAL
& AIRPORT
DEVELOPMENT

SERVICE &
OPERATION

I HUMAN RESOURCES
DIGITAL DEVELOPMENT
&7

ISAVIA REGIONAL AIRPORTS

Isavia Regional Airports deals with the operations of Iceland’s scheduled airports other than Keflavik
International Airport, as well as smaller airports and landing sites. Operation of these airports is based
on a service agreement between the company and the Ministry of Transport and Local Government,
which determines the level of service for each airport and how they are operated and maintained. This
is due to the fact that the airports in question are part of the public transport system owned by the
state.

The company operates the international airports in Reykjavik, Akureyri and Egilsstadir. In addition,
there are nine landing sites for regular scheduled flights in Iceland. The company is also responsible for
30 other landing sites throughout Iceland. The company handles various tasks, such as general airport
services, air traffic services, aviation security, supervision of construction projects and safety and
quality issues. Isavia is a cohesive group which aims to promote Iceland and be part of a good customer
journey.

Managing director Isavia regional airports is Sigrun Bjork Jakobsdéttir, born 1966, Diploma in Hotel and
Tourism Managment. Managing director from 2018.

ISAVIA ANS

Isavia ANS provides air navigation services for domestic and international flights in the upper airspace
over the North Atlantic. Operations are based on international agreements with 24 countries for
services and financing, based on a cost recovery system. Isavia ANS is licensed to handle air navigation
and air traffic services in the North Atlantic on behalf of Iceland and over the Icelandic air traffic control
area. The International Civil Aviation Organisation (ICAO) has granted seven countries the task of handl-
ing air traffic services over this area: in addition to Iceland, these include the United Kingdom, Canada,
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Norway, the United States, Denmark and Portugal. Just over a quarter of all air traffic over the North
Atlantic crosses the Icelandic air traffic control area. The area is quite unique among oceanic areas,
thanks to its flexibility as regards flight routes and altitudes.

Tern Systems, which develops software for air navigation services, and Suluk, which manages the
operation of air navigation services in Greenland, are both subsidiaries of Isavia ANS.

Managing director Isavia ANS is Kjartan Briem, born 1970, MSc.Electrical Engineering. Managing dir-
ector from 2021.

DUTY FREE STORE

The Duty Free Store operates shops selling duty-free goods in the Leifur Eiriksson Air Terminal under an
operating licence from its parent company, Isavia. These shops stock a diverse range of high-quality
Icelandic and foreign goods, focusing on traditional duty-free goods, alcohol, tobacco, sweets and
cosmetics. The Duty Free Store operates four outlets in the Leifur Eiriksson Air Terminal — two for
departing passengers, one for passengers travelling to non-Schengen countries and one for arriving

passengers.

The Duty Free Store’s policy is to offer a selection of goods and services in line with the needs of its
various passenger groups, while creating a desirable workplace that returns profitable operations to
the owners. The Duty Free Store has been on Creditinfo’s list of outstanding companies list 2010-20

and has received equal pay certification from BSI since 2019.

Managing director Duty free store is Porgerdur brainsdéttir, born 1975, Cand.Psych. Managing director
from 2014.

As well as these subsidiaries, Isavia ohf. also owned Domavia which was dissolved at the beginning of
2021. Isavia moved its headquarters from Reykjavik Airport to Hafnarfjérdur at the end of 2020.
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STRATEGY

Isavia is a publicly owned company and operates under legislation on operations and state ownership.
The company’s strategy is formulated by its Board of Directors and Executive Board within this
framework. Managers and employees are expected to follow the company’s strategy, and the
Executive Board is responsible for implementing it. The main focuses of the company’s strategy are
presented in the company’s strategy pyramid.

Due to changes in Isavia's structure and its division into a parent company and subsidiaries, a change in
the organization chart and major changes in the company's operating environment, the company's
board has decided to review its strategy.

ISAVIA'S STRATEGY

CENTRE
FOR AVIATION
IN THE VISION
NORTH ATLANTIC

SERVICE COMPANY

IN AVIATION MISSION

GOALS

A popular and . Systematic A sociall,
progressive services impiementationof e
workplace y mledmobgy company

VISION

Centre for aviation in the North Atlantic.
MISSION

Isavia is a service company in aviation.

OUR VALUES:

Service | Cooperation | Saftey

OUR GOALS

A popular and progressive workplace.

Provide valuable and efficient service.

Systematic implementation of new technology and procedures.
Profitable company based on solid infrastructure.

A socially responsible company.

See more on Isavia’s policies on www.isavia.is
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ISAVIA’S EXECUTIVE BOARD

The Chief officers of Isavia’s core divisions and support divisions, together with the CEO and Deputy-
CEO form the Executive Board of the company. The Executive Board debates and discusses strategical
matters for the company’s operations. The current policy on corporate social responsibility was set by
the company's board in 2017 and the company's code of conduct was updated at the same time. The
board monitors the implementation of the issue, while the CEO and executive board of the company
follow up on a daily basis.

CEO OF ISAVIA DEPUTY CEO SERVICE AND OPERATIONS

The Deputy CEO manages the office
of the CEO who handles the joint
affairs of the company and is to assist

Services and Operations are
responsible for security mana-
gement, aviation security, passenger
services, airport services and the
operation of the flight tower at Kefla-

Sveinbjorn Indridason, born 1972,
Economist, He was Isavia's Director
of Finance from 2013 until he was
hired as Isavia's Chief Executive
Officer (CEO) in June 2019.

the Board in ensuring good
governance. Elin Arnadéttir born
vik Airport. Anna Bjork Bjarnaddttir,
born 1967, Sport scientist. Chief
Service and Operations Officer from
2020.

1971, Business Administrator.
Deputy CEO of Isavia since 2013.

COMMERCIAL AND
AIRPORT DEVELOPMENT

Commercial and Airport Develop-
ment handles communi-cations with
airlines and route development,
business and marketing, operations
and development of infrastructure,
as well as airport development and
construction at Keflavik airport.
Gudmundur Dadi Runarsson, born
1979, Engineering Manager. Chief
Commercial and Airport
Development Officer from 2016.

FINANCE AND
HUMAN RESOURCES

Finance & Human Resources handles
accounting and settlement, legal
services, procurement and
economics services, as well as human
resources and training. Ingibjorg
Arnarsdéttir, born 1971, Business
Administrator. Chief Financial and
Human Resources Officer from 2020.

DIGITAL DEVELOPMENT AND IT

Digital development and information
technology Division operates and
leads digital development for the
company. Ragnheidur Hauksdottir,
born 1977, Business Administrator.
Chief Information Officer from 2020.
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MATERIAL ASPECTS

ISAVIA’S MATERIALITY TOPICS

Isavia’s CSR Report is drafted in accordance with GRI Global Reporting Initiative Standards: Core
together with special provisions GRI-G4 on airports. These special provisions deal specifically with the
challenges and opportunities faced by airports when it comes to sustainability. Consideration is given
to the company’s operations and to their impact on the economy, the environment and the
community.

Isavia focuses on extensive collaboration with those stakeholders who rely on the services of the
company and who are affected by its operations. Operations have an impact throughout the country
and on all its inhabitants. Isavia has analysed over a hundred stakeholders — these can be classified as
customers, employees, the community, the authorities and suppliers. Isavia's communication with
stakeholders takes place, in a variety of ways, through traditional inquiries and presentations, in
meetings, through market research conducted by the company or through numerous collaborative
projects between Isavia and its stakeholders.

In the autumn of 2018, Isavia commissioned the Swedish consulting company Enact Sustainable
Strategies to conduct interviews with the company's stakeholders. The aim was to examine among the
company's main stakeholders which issues and challenges were most important to them in the
company's social responsibility. This year’s report was based on previous materiality analyzes together
with the results of surveys among B2B customers, emphases from the forum of cooperation with the
community in Sudurnes as well as summarizing the main issues that other Isavia stakeholders have
approached the company with.

When deteremining material aspects, Isavia view’s aspects which stakeholders deem to be of particular
importance for their co-operation with the company, their expectations of the company and their
assessment of co-operation with Isavia. Additionally Isavia experts conduct analysis of the newest
points of focus of the aviation sector in the field, developments in the legal framework, the main

criteria in CSR reporting, comparisons with leading companies and issues that groups from the
company’s stakeholder environment have pointed out,

Emphasis is placed on the aspects that are considered important for Isavia and the company's
stakeholders in the preparation of the report in accordance with the principles of reporting, Reporting
Principles GRI 101 Foundation standard.

MATERIALITY MATRIX

Human Resaurces Occupatianal health and safety

= MNaisa Control

Procurement and supply chain

= Greenhouse gas emissions and
local emissions

Community engagement and
development

VERY HIGH

Financially sustainable business

Valuable and efficlent service

= Water Canservatlan

Transportation and
infrastructure

Digttalization and automatton

‘Waste management

Human and wildlife trafficking

HIGH

CE FOR EXTERNAL STAKEHOLDERS

Privacy and data collection - Equallty

— Green bulldings and facilities

MEDIUM

SIGNIFICANCE FOR INTERNAL STAKEHOLDERS

MEDIUM VERY HIGH
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REGARDING THE PREPARATION OF CSR REPORT

The aim of issuing this report is to provide greater transparency and a more in-depth view of the
company’s activities and their effects on society at large. With the issue of the report, the company
seeks to shine a light on both the challenges that face the company and the successes that have been
achieved. Isavia takes account of ISO 26000 in the company’s social responsibility work.

The information that is put forward in the annual and CSR report of Isavia comes from the company’s
information systems and reflects the knowledge that the company had when the report was prepared.
Numerous employees from various departments within the company are involved in the preparation
and information gathering for the company’s annual and CSR report. The issue of the report does not
imply that the company fully knows of all the effects it has on society, nor that social responsibility has
been fully adopted at Isavia. The information in the report applies to Isavia ohf. and its subsidiaries that
appear in the consolidated financial statements unless otherwise stated.

All information in the report applies to the 2020 calendar year.

In comparative figures in the Climate section, the figures for 2018 and 2019 have been updated from
the previous edition. Figures on electricity consumption, which were partly based on estimation and
are now based on actual use, and figures on the use of jet fuel, became more accessable with the use
of Klappir software. Carbon emissions from waste also increase from the previous report. The explana-
tion is that the emission factor for landfill was revised and therefore carbon emissions increased accor-
dingly.

An external consultant, Viktoria Valdimarsddttir, Abyrgar Lausnir ehf., was recruited to examine the GRI
index of the report and to ensure the quality of the information. The annual financial statements of the
company were audited by PricewaterhouseCoopers ehf. on behalf of the Icelandic National Audit
Office.

The publication has focused on improving the presentation of content and meeting the needs of
different readers. We welcome all suggestions on the content of the report and encourage readers to
send us suggestions via the site's suggestion button, as continuous improvement are an integral part of
our operations.
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OBJECTIVES AND IMPROVEMENTS

The objectives for 2020 were set at the end of 2019 / beginning of 2020, before Covid-19 had fully hit
Isavia’s operations. The new circumstances led to some changes to priorities in improvement works,
and not all projects were able to be completed in the course of the year. Work is ongoing on this. It was
also decided to modify the process for setting objectives for 2021.

OBIJECTIVES AND ACHIEVEMENTS FOR 2020

Isavia set itself nine short- and long-term social responsibility objectives for 2020. Objectives and
related improvement projects were selected with reference to the nature and policies of the company,
comments from external stakeholders, the UN Global Goals and related government priorities. Account
was also taken of GRI-related improvement opportunities, the company’s commitments to the criteria
of the UN Global Compact and incentive programmes of which Isavia is a member. In addition, the ACI
(Airport Council International) has issued guidelines on sustainability paths for airports. The company
also looked at priority aspects in this work.

The objectives for 2020 were linked to nine of the seventeen UN Global Goals. The work involved a
team of staff representatives from all parts of the company submitting ideas for objectives based on
the operations of their divisions. Proposed objectives were submitted to the CEO and Executive Board
for their approval and presented to the Board of Directors.

ISAVIA EMPHASIS AND OBJECTIVES

For more detailed information on the goals and their connection to Isavia's policy, the global goals, GRI, the
UN Global Compact and the incentive project on responsible tourism find a summary table here: https://
www.isavia.is/media/1/heimsmarkmidtaflaenska.pdf

OBIJECTIVES FOR 2021

The operational form of the company was modified at the end of 2019, with air navigation services and
the operation of domestic airports (previously departments within Isavia) being converted into subsi-
diaries. This is the first time that the company’s objectives fully reflect this change.

Objectives for 2021 have been set solely for the parent company, rather than for the whole group as
previously. This focuses undivided attention on Keflavik International Airport and links the strategical
priorities there more closely to the work being carried out. The focus is on objectives and measures to
make the company sustainable again after the difficult times brought by Covid-19.

The priority aspects used previously as a reference in setting objectives — and set out above — are used
here again. The Executive Board and individual directors set the objectives and measures for this year.
These were then presented to the Board of Directors, directors and managers and are now being
processed.

There are a total of seven objectives for the five different goals: human resources, services, technology
and processes, profitability and social responsibility. Two objectives have been set under human
resources and services and one under each of the others. This is a total of 42 measures and
improvement projects.

Objectives fall under the following headings on the basis of an analysis of their importance for internal
and external stakeholders: human resources, valuable and efficient services, digitalization and
automation, financially sustainable operations and carbon footprint and air quality.

The objectives are linked to the following Sustainable Development Goals 5, 7, 8, 9, 11, 12, 13, 17
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DESIRABLE AND PROGRESSIVE WORKPLACE:

Objectives and measures have been set regarding job satisfaction and management training. Key per-
formance factors are regular employee satisfaction surveys, with organised, visible follow-up.
Employees should connect with Isavia’s role and objectives and live out the company’s values. The
focus is on employee welfare and on the right people with the right skills in the right place going
forward. Managers should have the information, tools and technology they need to make decisions and
provide regular feedback. The focus is on diversity in the management team and training for managers.

VALUABLE AND EFFICIENT SERVICE:

Under this heading, objectives have been set regarding customer satisfaction and increasing non-
aviation revenue. Key performance factors are understanding customers, setting clear service
standards, place emphasise on on-time performance, conducting high-quality service analyses, focusing
on digital distribution channels, carrying out effective marketing and supporting operators, to name but
a few.

DIGITALIZATION AND AUTOMATION:

An objective has been set regarding implementation of data-driven decision-making. Key performance
factors are a clear policy on digital paths (in development), strengthening the data warehouse, the
management dashboard, open and effective information flows and focusing on good access to data
within the company.

Annual and CSR Report 2020 | 19



9))1\@ Isavia

FINANCIALLY SUSTAINABLE OPERATIONS:

An objective has been set regarding return on equity over the coming years. Key performance factors
are an increase in non-aviation revenue, reducing flight-related operational costs, cutting waste and
better handling of resources.

CARBON FOOTPRINT AND AIR QUALITY:

Our objectives on reducing our carbon footprint were originally set in 2015 and are valid until 2030.
This objective covers the whole group but looms largest at Keflavik International Airport. In the light of
the changes made to the company’s structure and other changes to its operating environment, the
main task for this year is to develop a holistic sustainability policy for Isavia and its subsidiaries. The
company’s objectives in this field will be reviewed in light of its commitments, and the action plan
which is currently valid to the end of 2021 will be updated and extended. Key performance factors are
employee participation and co-operation with stakeholders at Keflavik Airport and with the nearby
community.
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STAKEHOLDER RELATIONSHIPS

Isavia focuses on extensive consultation with those stakeholders who rely on its services and who are
affected by its operations. Operations have an impact throughout Iceland and on all its inhabitants.
Isavia has analysed over a hundred stakeholders, which can be classified under five categories:
customers, employees, the community, the authorities and suppliers.

In order to find out what stakeholders consider to be the most important issues and topics as regards
the company’s social responsibility, Isavia has conducted various interviews and studies over recent
years. We continued to work on this basis last year, while paying particular attention to aspects that
our stakeholders indicated as being important.

The operations of Keflavik International Airport are diverse, and Isavia enjoys good co-operation with
the many stakeholders working in the various fields of aviation operations. The company’s main
customers are: aircraft operators using airports and flight navigation areas, operators at airports (such
as flight services entities, shops, restaurants, car rentals and coach service companies) and, last but not
least, passengers. Communication with users and operators happens first and foremost during regular
meetings. Communication with passengers takes the form of direct interactions with the company’s
employees at airports, traditional communication means and regular customer surveys. There is
particular focus on working closely with check-in agents and airlines on environmental issues at the
airport and with restaurant and shop operators in the terminal to tackle the matter together.

Isavia’s employees and its subsidiaries are a diverse group of people working at different locations
around the country. Communication with and between employees happens first and foremost on the
company’s intranet; at employee meetings with the CEO, chief officers and other members of mana-
gement; and at events held by the company. Last year, Workplace was introduced as the company’s
intranet to support operations and to better connect employees in these new circumstances.
Employees can make status updates across the whole group, share images and videos, connect with

colleagues via common interests, retrieve various tools and equipment to use in their work or manage
registrations of events and training courses within the company.

Additional information about the categories employees and customers are in their respective chapters.
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THE COMMUNITY

There is extensive communication with various parties in the community, e.g. local authorities, regional
associations in the neighbourhood of the airport, other associations. The focus is on improving the way
in which information is transmitted to local authorities, as the activities of the group can have a consi-
derable impact on local communities. The main channels of communication are formal meetings with
local authority employees and other stakeholders. Isavia and its subsidiaries also work extensively with
stakeholders in the tourism industry, organising regular meetings where information is provided to
both the tourism industry and the general public. The company works closely with fire brigades and
rescue services throughout Iceland and conduct air accident safety drills involving all response services.

EXAMPLES OF ISAVIA'S
COMMUNICATION AND

COOPERATION WITH
STAKEHOLDERS IN 2020

N
A

CUSTOMERS

EXAMPLES OF ISSUES BROUGHT
UP BY STAKEHOLDERS

* Seriee

» Cleanliness sad hygiene

* Improved facilities t landing strips and
cooperation on the maintenance of smaller
sirperts

* Inereased cosperation and eollaber atien
with flight schools and flight clubs

* Actions that lsavia and airlines can agree on at
Keflavik Airport aftes the pandemic

» Reguler and apen communication during
the pandemic

» Caoperation with aperatars at Keflavik Airport
inunprecedented circumstances

respansibility

+ Security andsefety issues

* Well-neing in the workplace
* Educatian and training

* Equalapportunities

« Timely and open information

* Clearpracedures for procurement
* Occupationsl safety st lsavia

EXAMPLES OF ISAVIA'S ACTIONS

o Increased camfart for passengers with
sutemation

+ Adaptian ta increased requirements, g

wiping down with disinfectants

Grant to the |celandic Aeronzutical Association to

imprave facilities at smaller landing strips

« Cooperation with the flight club at Flidi
lending strip an the use of the terminal

« Mew incentive system at Keflavik Airpert
introducer to encourage develogment of new
Foutes

= Regular and good communic stian and
infermation givirg en the situationin leeland and
the borders at any given time during the pendenmic

« Cooperation with operatoes and mitigaticn
measdures intraduced

perati and 5y

anenviroamental issues

o Improvement projects on security and safety
matters in coaperation with stakeholders

o Musdits and follow-up

* A survey on employie welbeing st work and
Fellav-up. Week o anew sgreement with a wel-
fare service for smnployees.

« Employees were offered onfine training fram
Streituskdling stress training provider

« Teaininge g, information security, enviranmental
matters. Teams and Workplace use

EXAMPLES OF MAIN COMMUNICATION

+ Passenger satisfection surveys

* Custamer surveys

» Liser meetings and user cansultatians
* Security mestings

. sirpart and sirline

« Regular Teams discussion meetings with
operatars at Keflavik Airpart

» Meetings and educational materisl

= Events

« Visitste different offices

* lsavig's webisite and sarisl media

* Meetings with emplayess snd management
* Surveys

* Workplece intranet

* Infarmation screens at different warkplaces
« Electranic educational matesial

*» lsavia's website

EMPLOYEES

Isavia employees regularly speak at meetings held by other parties. i s, ST - Lot
o lsavia's Safety Week

The Isavia ANS work in close co-operation with other service entities within and outside Europe. The
company participates in Borealis, a collaborative venue for nine flight navigation service providers in - . * Close consultetion with the tourisnindustry e, )

» Canparation with the toursm industry L:!:'::\:!::.'!:::LIIr;n::r;'&;:.:::::‘mnu = Sants on boards and committees
North Europe. Isavia has been one of the sponsors of the consultation venue Arctic Circle from the very A St + lsavies participticnin the SuBlrnés Forum with e B

L . X i i i X i X « Development and lard use plans around A s o e Sudurnes &nu::ﬂ;:ﬂ:’;ﬂu\: connscted to the UN Globel

beginning, and employees take an active part in discussions on the issues facing the Nordic region, Keflank Arport Melinlalliony Goals

» Noise natifications . flight processes and » Acoustic measurement system - points

. . f . . e . . . . . . * Eaoperation with sir navigation praviders G « Data,reports
whether in connection with air traffic in the Nordic area or in connection with ideas of developing a Pyt e + Mgoamants scopencn it e ki
: : THE COMMUNITY b pilsend :
rescue services hub in Iceland. g with it Cauncl

(ACH) and participatinin the Airpart Ecanamics

SUDURNES FORUM

STAKEHOLDERSMAP

Isavia emphasizes good consultation with its stakeholders on issues that are important to them

THE AUTHORITIES

« Good commumication and coaperatien
» Transparency and gocd sccessibility

* Cammonunderstanding of lsavis's
requirements

Effiesency and effectiveness

« Transparency and clear eommunication

» Envirannental commitments

» The Glohal Goals snd gavernment priorities

+ Complisnce

Survey which comailes econamic and financial
datafrom airparts arcund the world

« Appreval seught fram suppliers an business terms
and suppliers cade of conduct

» Changes inreceipt af invoices at lsavia. Invaices
aceepted electranically From the begirring,
af the yesr

« Evaluationof suppliers

¢ Data review and collaboration on reliability

» Cerparate restructuring end implementatien af
impravement projects

+ Meetings and emais
+ lsavis's mebsite and tender docusents,

* Anrisl General Meeting

. G Harmati

- R ies of various ki to
stakehoiders e.3 The Central Bank of leeland,
Statisties leeland, Eurastat, the leslandie Transport
AMuthority and lcelandic Tourist Board

« Systematic work an environmentalissues, monitoring
‘and coenpilation of infermatian

* Areusl and (SR repert published sccording to the
criteriaaf the Glabal Reporting nitiative

ion of legel

meetings

* Publication of statistics, e g. flight information,
investments and finances

= Anrual and CSR repart published on lssvig's
website

+ Opinien expressed in the censultation partal

* Meetings and reports
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SUDURNES FORUM

One of the ways in which Isavia endeavours to further strengthen collaboration with external
stakeholders is joint strategic planning — based on the UN Global Goals — with local authorities
(Grindavik, Reykjanesbaer, Sudurnesjabaer and Vogar); the land planning authority, Kadeco; and the
Sudurnes Association of Municipalities. The aim of this consultation forum is to increase collaboration
between Isavia, the local authorities and other stakeholders in Sudurnes and thereby work on shared
interests as a single entity.

A major discussion meeting on adopting the Global Goals was held in November 2020. This was an
online meeting, with 140 participants engaging in lively discussions in various subject groups. At the
end of the meeting, all those involved in the Sudurnes Forum signed a declaration pledging to speed up
adoption of the circular economy in the area. This includes a commitment to pursue measures aimed at
cutting greenhouse gas emissions, waging a concerted battle against the threat of plastic in the envir-
onment and tackling food waste. Municipalities and companies in Sudurnes will be keeping carbon
records, measuring their carbon footprint and setting emission targets.

The meeting was addressed by PM Katrin Jakobsddttir, Bjarni Benediktsson (Minister for Finance and
Economic Affairs), Sigurdur Ingi J6hannsson (Minister for Transport and Local Government), bérdis
Kolbrun Reykfjord Gylfadottir (Minister for Tourism, Industries and Innovation) and Gudmundur Ingi
Gudbrandsson (Minister for the Environment and Natural Resources). They all welcomed the initiative
and the solidarity shown by the residents of Sudurnes in working on the post-Covid-19 recovery.

WORKING WITH THE TOURISM INDUSTRY

Isavia and its subsidiaries collaborate extensively with entities in the tourism sector such as the Travel
Industry Association (SAF), the Icelandic Tourist Board, Promote Iceland and the Tourism Task Force. In

addition, the company is a member of Iceland Tourism and Iceland Naturally. The company is
represented in the Saman i s6kn tourism marketing project, run by Promote Iceland, and in Promote
Iceland’s advisory board. Isavia is also a member of the Icelandic Ocean Cluster and has sat in the Port
and Transport Group, which is a collaborative forum for companies most of which are directly involved
in transport and port operations.

Isavia Regional Airports and Promote Iceland worked together during the past year on a project run by
the Flight Development Fund to improve the marketing of airports in Northeast Iceland. In the past
year, Isavia Regional Airports has been working closely with the marketing agencies of North and East
Iceland. Isavia Regional Airports and Promote Iceland will continue with this project and advertise the
airports, the infrastructure and services available, while the role of the marketing agencies will
continue to be to advertise the destinations and goods availability and to prepare to receive future
visitors.

In addition, Isavia regularly holds open meetings to provide information to the public and entities
within the tourism sector as regards the company’s operations at Keflavik Airport, e.g. on construction
and traffic forecasts within the travel industry.

THE AUTHORITIES

Communications with the authorities take many forms. The state is the owner of the company, and it
follows the general owner policies of the state in its operations. The Ministry of Finance and Economic
Affairs has overall control of the shares, and formal communications are carried out at shareholders’
meetings and the Annual General Meeting. Other communications with the owner take place during
meetings which are convened as needed.
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The Ministry of Transport and Local Government plays a two-fold role in connection with operations of
Isavia: 1) as the professional ministry for air traffic issues, and 2) as a business partner of the company
as regards the running of the domestic airport system. The company has a seat on three committees
and boards operated by the Ministry: The Professional Board for Aviation Issues, the Facilitation Board
and the Transport Board (permanent representative). The company has regular professional
communications with the Ministry on aviation issues and close collaboration as regards the
implementation of the service agreement. The company has representatives in various Ministry
committees dealing with aviation issues.

Meetings are also held a few times a year with the Ministry of Industries and Innovation in connection
with tourism issues. The Ministry has established a Flight Development Fund aimed at strengthening
international flights to Akureyri and Egilsstadir, and Isavia has a representative on the Board of the
Fund. The company also has one representative on the Promote Iceland Board responsible for the
‘Inspired by Iceland’ and ‘Iceland Naturally’ marketing projects, which are intended to raise awareness
of Iceland as a tourist destination. Meetings are also held with the Ministry of Foreign Affairs and the
Icelandic Coast Guard in connection with defence-related operations at Keflavik Airport and the A-
irport’s organisational issues.

Isavia has a great deal of interaction with many public bodies, owing to the diversity of the company’s
activities. The closest interaction is with the Icelandic Transport Authority, which issues operating
permits for airports and flight controls and is responsible for the appropriate supervision of
implementation and operations. Other monitoring bodies of note are the National Centre for Hygiene,
Food Control and Environmental Protection, the Construction Authority, the Administration of
Occupational Safety and Health, the Health Authorities, the National Planning Agency and the Environ-
ment Agency. Many public bodies have operating units within or in close collaboration with the
company, such as the police, the Directorate of Customs, the National Civil Protection Authorities and
the Coast Guard. The municipal bodies connected to the operation of Isavia are mainly the health
authorities, fire protection and fire brigades.

Isavia is also monitored by and collaborates with foreign entities, the principal one being the
International Civil Aviation Organisation (ICAQ), a United Nations agency. ICAO establishes
international standards for all main aspects of civil aviation and monitors the performance of states
and service providers. ICAO also monitors the performance of the abovementioned ‘Joint Finance’
agreement. As regard the company’s operations in Greenland and the Faroe Islands, Isavia is monitored
by the Trafik- og byggestyrelsen (Transport, Construction and Housing Authority) in Denmark, and as
regards collaboration on flight communications services in the North Atlantic, there is close
communication with the Irish Aviation Authorities

SUPPLIERS

Responsible management of the supply chain is extremely important for Isavia’s operations. Establish-
ing and maintaining a sustainable supply chain increases the likelihood of economical transactions,
reduces operational risks and improves the company’s reputation. Increased demand for social
responsibility encourages continuous improvements to supply chains, as the operations of the
company have an effect on numerous aspects of the economy. The share of the group’s total business
in 2020 with domestic suppliers was 76% and with foreign suppliers 24%.

The purpose of the company’s procurement department is to advise and assist employees in purchas-
ing goods, projects and services and to monitor and supervise purchasing from suppliers. Midway
through last year, new purchasing rules were approved for the company and the relevant procedures
and service standards were updated accordingly. This was followed by training for employees in apply-
ing these new changes.

Alongside these changes, it was decided to start work on reviewing existing purchasing methods,
starting with the parent company. The aim was to harmonise procedures for day-to-day purchasing to
ensure even better traceability and transparency and to simplify monitoring and supervision. In the
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autumn, work began on improving and tightening up customs and import procedures at Isavia, Isavia
ANS and Isavia Regional Airports. This went full-throttle at the turn of this year, with the introduction of
electronic invoices. These companies now accept invoices only in electronic form (.xml). This simplifies
and speeds up processing and is positive for the environment.

Purchasing at Isavia is governed by legal requirements on public procurement. Business relationships
are established with the company’s largest suppliers based on their participation in a procurement
procedure fulfilling the provisions of Act No. 120/2016 on Public Procurement and Regulation No.
340/2017 on procurement by parties operating in the water, energy, transportation and postal service
sectors. The procurement procedure is implemented by means of various types of invitations to tender
or price enquiries, for which companies must fulfil basic competence requirements such as not being in
arrears with withholding tax, public levies and statutory pension fund dues. There is also a chain-of-
responsibility clause in purchasing documentation.

A negotiated process following a publication of tendering specifications is used as far as possible in
large and complicated procurements. This process ensures communications with tenderers during the
tendering procedure, which can be of great advantage. Negotiations reduce the company’s risk and
increase the likelihood of a correct needs analysis of resources and delivery, which again ensures
increased economisation.

In aspects for which domestic know-how is lacking as regards services and manufacture, the company
has often included the condition in tender documents that international suppliers may bid for the
goods, tasks or services in co-operation with Icelandic suppliers. This is done for many reasons, not
least social, i.e. collaboration between domestic and international suppliers feeds knowledge and
legacy into the national economy.

All tender procedures and major price inquiries require basic eligibility of tendering companies. For
instance, parties who are in default of withholding tax, public levies and statutory pension fund dues
will be disqualified.

Isavia contracts contain provisions on data protection which comply with new provisions laid down in
EU data protection legislation, where appropriate. The Code of Conduct for Suppliers is attached to all
of our contracts. This code requires suppliers used by the company to adhere to the rules it contains
and to ensure that their own suppliers do likewise. Upon request, suppliers must be able to
demonstrate that these rules are being followed.

In order to limit as far as possible the likelihood of the use of forced, compulsory or child labour for
resources and equipment purchased in domestic and international markets, the supplier’s Code of
Conduct is always included in the tender documentation and must be complied with. To ensure the
cost traceability and co-ordinated payment terms, the company’s business terms are always used for
procurements. Both the Code of Conduct and the company’s business terms are available on the
company’s website.

CODE OF CONDUCT FOR SUPPLIERS

For more information on Isavia’s Code of Conduct for Suppliers see here:
https.//www.isavia.is/media/1/code-of-conduct-for-suppliers-isavia-ohfupdate-060720.pdf
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SERVICE, EXPERIENCE AND CO-OPERATION

Isavia attaches great important to service — indeed, service is one of the company’s key values. We
work closely and systematically with airlines and business partners to promote exemplary service and
improve the passenger experience.

Communication with users and operators happens first and foremost during regular meetings.
Communication with passengers is handled first and foremost via various media where enquiries are
received and responded to. Isavia regularly performs marketing and service surveys at its airports. The
Isavia website provides a great deal of useful information, e.g., flight and airport information, flight
monitoring via Messenger, price lists as well as general information.

KEFLAVIK INTERNATIONAL AIRPORT

Recent changes in the company have brought development at Keflavik Airport closer to the needs of
customers and services closer to daily operations. Keflavik Airport faces fierce competition from a-
irports outside Iceland. Understanding customers’ needs and providing outstanding service and
experiences is essential to ensure the competitiveness and uniqueness of Keflavik Airport.

In recent years, the airport has undergone extensive construction work, aimed at improving service,
quality and safety. For instance, the airport has been expanded to cover approx. 22,000 m2 over the
past five years. A great deal of time and money has also been spent on improving internal capacity and

quality at the airport, e.g. improvements to security screening to cut waiting times and extra automatic

gates and equipment to ease passengers’ journeys through the airport.

We focus on high-quality passenger and customer service throughout their entire journey through the

terminal and airport. We run regular courses for Isavia employees, operators and partners on how best

to meet the needs of passengers using the airport.

We are working on improving the passenger experience as they undergo the security measures
required at airports today. Technical solutions have been introduced to make the journey through the
terminal as efficient and fast as possible without inconveniencing passengers excessively. The focus has
been on automation and general efficiency. In this connection, we have added a good number of
automatic check-in points, automatic bag drops, automatic entry points and baggage equipment at
weapons search, automatic boarding gates, as well as automatic border points for passengers travelling
outside of the Schengen area.

During the year, construction was completed on Apron Boarding Stations (ABS) at Keflavik Airport. With
them, passengers who are brought to remote stands will walk directly from the bus into the ABS and
then on board the plane. With this project service level for passengers will increase.
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BUSINESS PARTNERS AT KEFLAVIK AIRPORT

One of the key aspects of good customer service at Keflavik Airport is the excellent business partners
who sell their services and products to passengers, e.g. shops, restaurants, bus companies and car
rentals. Isavia annually gives a services award to the retail and restaurant entities that have achieved
the best performance in services and sales to passengers.

In 2020, the needs of these business partners were very different to those of previous years. Their
priority was to keep their business operations as healthy as possible, while providing passengers with
the best possible service at a time of great uncertainty as regards external conditions. Isavia afforded
its partners a great deal of flexibility, and they did their very best to keep as high a level of service as
possible, in order to provide passengers with the services they need and generate revenue and keep
their staff employed.

Isavia launched and held regular information meetings with all business partners throughout 2020. The
aim of these meetings was to help business partners adjust their service levels and be ready for
recovery, as well as connect them with management to obtain the information they needed. At these
meetings, business partners received regular updates from Isavia Emergency and Crisis Coordination on
the effect of Covid-19 on the airport, information on expected air traffic in the short and long term and
insights into how customer expectations can be expected to change after Covid-19. A dedicated infor-
mation webpage has been set up where Isavia’s business partners at Keflavik Airport can find the latest
flight schedules, training material and useful operational information. A dedicated website has also
been set up for each individual business partner, containing all contractual information and
correspondence with the parties.

HANDLING AGENTS AT KEFLAVIK AIRPORT

Regular meetings are held to communicate with handling agents, the police and customs authorities
and look at how services and operations can be improved.

With the establishment of the Hub Control Centre (HCC), we aim to further enhance this co-operation.
The purpose of the HCC is to achieve increased efficiency, obtain a better general overview, shorten the
decision-making process and improve the flow of information, making operations more efficient for
both Isavia and users of Keflavik Airport. The HCC supports the vision of Keflavik Airport as a centre for
aviation in the North Atlantic.

The weather can seriously affect operations at Keflavik Airport over the winter months, and a great
deal of effort has been put into co-ordinating the responses of various airport users to minimise any
disruption. Special weather action meetings are held as required to pass on information and draw up
action plans in light of the current forecast. In the context of Covid-19, regular meetings have been

held with aviation stakeholders and business partners at Keflavik Airport to pass on information and co-
ordinate the action necessary to meet the requirements laid down at the airport.

ASQ SERVICE SURVEYS

Standardised service surveys have been carried out at Keflavik Airport for the past fifteen years. An
international survey created by the Airports Council International (ACI) which measures passenger
satisfaction at more than 350 airports worldwide and provides good comparison is used. Data on 34
service aspects at the airport are collected throughout the year. The results are published on a
quarterly basis, allowing a swift response if anything is found that needs remedial action. Passenger
satisfaction is measured on a scale of 0-5. Keflavik International Airport has always been high on the
European list, which contains over 100 airports throughout the continent. There have been, however,
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isolated periods when overall satisfaction has fallen. This can usually be traced back to disruptions due
to renovations of the terminal.

An award in the ACl service survey is one of the greatest accolades available to global airport operators
and is given for exceptional service provision and customer experience. Keflavik Airport received
recognition from ACI for the third year in a row for being among the best airports of its size category (5
—15 million passengers annually) as regards service quality in 2020.

In light of the Covid-19 pandemic, a number of questions regarding hygiene and safety measures at the
airport were added to the service survey in Q4 2020. These questions look at passengers’ experiences
of hygiene and infection prevention measures at airports. Keflavik Airport was among fifteen other
European airports than won awards for hygiene measures last year.

Although passenger numbers at Keflavik Airport have fallen sharply since the pandemic struck, the
airport has continued to listen to the needs of its passengers and adjust to the new reality.
Communication with passengers is no less important during a pandemic, and we were therefore very
happy when Keflavik Airport received Voice of the Customer Recognition from ACI.

AIRLINES

We Icelanders rely on good air transport in our relations with the rest of the world. Keflavik
International Airport therefore has the important role of attracting various airlines — flying to various
destinations — to Iceland. We systematically work on business development of new routes and airlines
to and from Keflavik Airport. Isavia also works together with existing and new customers to increase air
traffic at Keflavik Airport, offering greater frequency and route capacity.

Communication with airlines using Isavia airports takes place during regular user committee meetings
to which all users are invited. Airport user committees operate in accordance with the provisions of the

Aviation Act and regulations. These committees consist of representatives from all airlines that use the
airport regularly and their agents. The meetings are an opportunity for users to discuss their views
before making important decisions on operations, quality of service, fee collection, new construction,
tower services or other issues that have an impact on their important interests.

In addition to regular user committee meetings, there is regular communication with airlines who
already fly to Keflavik Airport and new airlines that the airport considers could be attracted to Iceland.
In a normal year, such communication happens at conferences bringing together airlines and airports.

CUSTOMERS OF THE DUTY FREE STORE

The Duty Free Store operates four outlets in the Leifur Eiriksson Air Terminal —two for departing
passengers, one for passengers travelling to non-Schengen countries and one for arriving passengers.
One area of focus is providing professional and excellent service, taking account of the needs and
expectations of the various groups of customers. Another priority is stocking a diverse range of high-
quality Icelandic and foreign goods, focusing on traditional duty-free goods. Regular service surveys are
carried out to assess quality of service.

All passengers using Keflavik Airport are potential customers of the Duty Free Store and it is very
important to reach out to them with a diverse range of high-quality products, well-organised shops and
professional, impartial and agile service. The values of the Duty Free Store are: service, value and
experience.

USERS OF THE FLIGHT NAVIGATION SERVICES

Consultation meetings are held once a year with the users of the flight navigation services as regards
operations and investments. Consultation meetings with users of other aspects of flight navigation
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services also take place under the auspices of the ICAO Planning Group (NAT-SPG) for the North
Atlantic. Regular meetings are held with users, and there is communication with individual users or
representatives of user groups if considered necessary. Isavia’s partner, the Icelandic Meteorological

Office, has a role to play in such user consultation as regards weather information and is the monitor-
ing body as regards volcanic eruptions and other natural disasters.
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ISAVIA’S HUMAN RESOURCES

Isavia endeavours to be a popular and progressive workplace. The main aim of Isavia’s human
resources policy is to promote general job satisfaction, good morale and exceptional service. Isavia’s
values — service, co-operation and safety — are reflected in the focus areas which form the foundation
of Isavia’s human resources operations. Isavia and its subsidiaries employ a diverse group of employees
at various workplaces across the country. At the end of 2020, Isavia employed 968 people, 35% of
whom were women and 64% men. The average age of employees is 44 years, and the average length
of service is 10 years.

In 2020, considerable changes were made to the operations of Isavia and its subsidiaries. The Covid-19
pandemic has brought about a targeted response and required new ways of keeping operations going.
Isavia Emergency and Crisis Coordination has been running throughout the pandemic, working on ways
to ensure operational safety at airports and employee welfare via infection prevention measures and
constant information provision. Stringent infection prevention requirements have been laid down, and
the infection prevention rules set by the public authorities have been followed. Employees were
required to wear facemasks in passenger areas and whenever near passengers, and physical distancing
rules were laid down. Shift groups were separated to ensure physical distancing and limit contact
between them.

Employee numbers fell significantly owing to the sharp decrease in passenger numbers over the year.
This decrease mainly affected front-line employees whose work directly depends on passenger num-
bers. Isavia was very keen to look after its employees and protect jobs as far as possible, with the
ultimate goal of being ready for when activity and passenger numbers increased again.

Management faced new challenges linked to managing employees working at home, finding ways to
keep projects going and motivating their employees in changeable and demanding circumstances. The

need for teleworking was addressed by the introduction of Teams, in order to support office employees

and enable them to continue their work unhindered away from their workplace. Employees were
offered an online course on the main functions and actions available in Teams. Office employees spent
most of the year working at home. Workplace was introduced last year to support operations and to
better connect employees in these new circumstances.

WORKPLACE ANALYSES AND SURVEYS

Workplace analyses are usually carried out every two years, with smaller surveys in between. Wor-
kplace analyses lead to the setting up of improvement teams to work with the results with a view to
increasing job satisfaction and wellbeing at work. A survey on employee wellbeing at work during Covid
-19 was sent out in the autumn, encouraging managers to look after their employees. Employees were
offered online training by the Streituskélinn stress training provider, dealing with most aspects of
public health. A specific Covid-19 course was also prepared, covering infection transmission routes,
infection control and special procedures for employees at international airports. Managers are
encouraged to have regular conversations with their employees to give them and their superior the
opportunity to discuss tasks, possible problems and remedial action.

NUMBER OF EMPLOYEES GRI 40541
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LABOUR MARKET

Isavia operates in the general labour market, endeavours to maintain a good relationship with unions
and follows general collective wage agreements negotiated by the Confederation of Icelandic
Employers with numerous unions on behalf of the company. Special collective wage agreements have
been made with the following unions: Landssamband slokkvilidsmanna (LSS) (firefighters), Félag flug-
malastarfsmanna rikisins (FFR) (state aviation employees) Sameyki (SFR) and Félag islenskra flugum-
ferdarstjéra (FiF) (air traffic controllers).

The notice required to terminate employment is as laid down in collective wage agreements and can
vary according to length of service and age. The right to terminate employment is mutual, and all infor-
mation is in writing. Isavia complies with all laws and regulations governing the labour market and does
not employ persons who have not reached the age of 18.

RECRUITMENT

Isavia focuses on recruiting the most skilled employees available, and all recruitments are based on
capability, education and work experience. A clear recruitment procedure is the foundation of
professional recruitment, and Isavia’s recruitment procedure was reviewed and assessed in 2020. All
recruitment and career development at Isavia is based on the company’s equality policy and equality
action plan. Human Resources uses data to analyse and support decision-making. Applications are
assessed with reference to gender ratio, and particular care is taken to observe the highest levels of
equality in recruitment.

Once the recruitment procedure has been completed and the new recruit has begun, there is follow-up
of the new appointment for the first few weeks. New employees are warmly welcomed to ensure that
they are happy in their new environment and feel welcome from the very first day. A new recruit’s first

day is the start of a ‘new journey’. On that day, the new recruit is assigned a mentor, who is always
available and supports them through their first weeks, together with the manager.

Isavia wishes to promote a healthy and motivating work environment, with opportunity for career
growth and development. Career development is important —and could also involve a move to another
work environment within the Isavia group. All job vacancies are advertised on Workplace and
employees are encouraged to apply.

There were a total of 24 recruitments at Isavia in 2020 (12 men and 12 women), and the average age of
new recruits was 39.8. Employee turnover for the year was 35.89%, a figure chiefly due to the Covid-19
situation. This rate varies across jobs and companies.

END OF EMPLOYMENT

The rules governing end of employment were modified last year. End of employment is now deemed to
be the end of the month in which the employee reaches the age of 67. The members of the Icelandic
Air Traffic Controller Association, however, retire at the age of 63. Isavia offers an end-of-employment
training course for those nearing retirement age, and their spouses are also invited. The course covers
useful information and deals with this important career milestone. Twenty employees took part in such
a course in 2020. Improvements were made to the end-of-employment procedure, and an end-of-
employment interview now takes place just before employees retire. The aim of this interview to is to
ensure that employees experience of the end-of-employment procedure is positive and to gather
precious information to achieve even better results and to promote a positive work environment and
wellbeing.
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Employees turnover GRI 4011

2020
Woman under 30 ye
30-50
over 50
Man under 30
30- 50
over 50

Information on employees GRI 102-8

Employees Women
Total number of employees 344
Full time 210
Part time 134

Employment contract
Temparary 43
Permanent 301

Parental leave GRI 401-3
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took parental leave
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work after perantal
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168 00%

70 32%

73 34%

73 34%

216 00%

Total %o

968 100%
739

229 24%

70 7%

884 g1%

2019 2018 2017

Total Total Total

78 a1 69
70 88 69
5 74 61

STAFFID - THE EMPLOYEE ASSOCIATION

Staffid — the employee association of Isavia and its subsidiaries — promotes diverse and vibrant social
life and negotiates discount terms for our employees with various companies. The association generally
focuses on providing a positive, family-friendly working environment and positive morale. There is no
doubt that 2020 was a demanding year for the association, with restrictions on gatherings taking their
toll. It was, however, decided to organise remote events, such as stand-up comedy and concerts, for

association members to enjoy at home.

PARENTAL LEAVE

Isavia attaches great importance to trying to accommodate employee requests for parental leave and
to show flexibility in meeting their needs as regards returning to work once such leave has been
completed. A total of 119 employees took parental leave in 2020, 61 women and 58 men. Women
choose to spend more time on parental leave and utilise the shared rights of parents. In 2019, 78
employees took parental leave and 50 of these had returned to work 12 months later.

YEARS OF SERVICE AT ISAVIA AGE STRUCTURE OF MANAGERS GRI 405-1

0-5years

\ 6-10 years
~ T-15years under 30 years
M 16-20 years 30-50 years
21-25years over 50 years

M 26-30 years

more than 31 years

Annual and CSR Report 2020 | 32



9))1\@ Isavia

HEALTH AND WORKING ENVIRONMENT

Employee wellbeing is a key element of a healthy workplace and has an impact on the work produced.
Isavia therefore takes great pride in raising employee awareness of the importance of a healthy lifesty-
le. The company promotes greater mental and physical employee wellbeing via such things as infor-
mation provision, physical fitness subsidies and welfare services.

Isavia places considerable importance on all employees knowing what demands are made of them as
regards safety, including the substance of laws and regulations on health and safety. Conditions in the
workplace have an effect on employee health, and the company endeavours to ensure that they have a
safe and healthy workplace.

We requested a price quote in the course of last year for comprehensive welfare services, the aim
being to be able to better meet and support the needs of employees. An agreement is to be signed
with a company that will provide us with comprehensive welfare services. The service provider boasts
an interdisciplinary team of nurses, nutritionists, social workers, psychiatrists, personal trainers,
physiotherapists, coaches and doctors.

EDUCATION AND TRAINING

It is the policy of Isavia to ensure that all employees receive the requisite training and that employees
have the skills necessary to achieve success in their work. Training should also ensure employee safety
and wellbeing. A wide range of courses are available all year round — both mandatory courses and
courses aimed at developing personal skills and promoting wellbeing at work. We try to ensure that
everybody receives appropriate training, and there is a training plan for all job types within the group.
The content of training each year depends on the projects, objectives and challenges facing the
company, with mandatory job-certification training making up the lion’s share.

ORGANISATIONAL CHANGES

In May 2020, it was decided to merge the training teams of the Service & Operation and Human
Resources & Corporate Strategy divisions and move training management to Finance & Human
Resources. The aim of this merger was to create a strong training division within Isavia to work sy-
stematically at maintaining and expanding the knowledge and skills of all employees, in line with Isa-
via’'s strategy and values.

Isavia ANS runs a training division which provides for certified training for air-traffic safety electronic
personnel (ATSEP) and other training related to air navigation services, including in Tern Systems simu-
lators. Around 300 people at Isavia and its subsidiaries — including air traffic controllers (AFIS), flight
communications officers, flight data analysts, trainers, skill assessors, etc. — receive appropriate licens-
ing, conversion and ongoing training every year.

ROBUST TRAINING WORK

The year 2020 was an unusual year, requiring a greater focus on online learning and the use of remote
meeting equipment. A great many online courses were launched — both mandatory courses and
optional. Some examples of courses run are: Basic PRM, Driving, 2020 Flight Information System and
Environment.

There were fewer classroom training courses, although some were possible, e.g. courses on job satis-
faction and change, a course on opportunities for retirees, a course for evacuation officers and a first-
aid course.

The pandemic had a major impact on the work of the Isavia ANS training division in 2020. Almost all
courses had to be postponed by months, and some were cancelled altogether. Changing infection
prevention rules affect participant and employee numbers at any given time. At times, it was not
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possible to conduct training in simulators or at the workplace due to stringent physical distancing rules.
The rate of infection in society and the general situation of uncertainty also had an effect on learning.
Nevertheless, we were able to complete necessary conversion training and most ongoing training for
around 275 experts in air traffic services in Isavia companies. Things did not go as well as regards
certification and job training in air traffic control for around 25 employees. A wage dispute put
everything on ice through to January, and after Covid-19 struck in March, schedules and dates had to
be repeatedly changed. Low levels of air traffic also had a negative effect on the operations of the
division.

MANAGEMENT TRAINING

Isavia’s goal is to ensure that employees with management responsibilities receive basic management
training. Training schedules for managers are being prepared and are divided into stages depending on
the position of the manager. A wide range of courses specifically intended for management are on
offer each year. Areas of focus in management training have moved more towards softer aspects such
as communications, trust and adaptability. There has also been extra focus on project management,
time management and skills for handling difficult human resources issues.

CO-OPERATION WITH THE GENERAL SCHOOL SYSTEM

Co-operation with the general school system — which is usually substantial — was mostly non-existent
last year, with just one undergraduate taking an internship with us. The same goes for our agreement
with Reykjavik University regarding funded research and Isavia’s support for the final projects of the
university’s students — only one grant application was received and was approved. Isavia attaches
importance to maintaining and strengthening this co-operation.

STUDY GRANTS

Isavia employees are paid either a wage or a study grant when undertaking training. This also applies to
training undertaken before employees take up their position. All employees are entitled to apply for
grants for study outside of Isavia. The most common applications are from those undertaking university
study.

Isavia employees need to gain various types of expertise both in Iceland and abroad. It is a priority of
Isavia’s to ensure that such opportunities are available and that its employee skills are among the best
possible. Isavia also has agreements with Reykjavik University’s Open University and the University of
Iceland’s continuing education centre Endurmenntun for discounts to encourage their employees to
study there.

HUMAN TRAFFICKING

In 2019, Isavia produced a video on human trafficking which is used to train all front-line employees at
the Leifur Eiriksson Air Terminal to spot human trafficking. The video is now part of induction training
for new recruits at the terminal. Isavia’s Director of Training and Education is part of consultation group
under the aegis of the Ministry of Justice on action to fight human trafficking. The group has mapped
prevention measures and other actions in this regard, and the Icelandic Red Cross recently received a
grant from the state to step up the work being done as regards human trafficking. This includes setting
up a co-ordination centre with the role of harmonising procedures and responses in the event of
suspected human trafficking, undertaking preventive action and training and raising awareness among
society. Isavia attaches importance to being well informed on these issues and intends to lead co-
operation and action among the companies operating at Keflavik Airport in the fight against human
trafficking.
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TRAINING HOURS

As is evident, there were fewer training hours in 2020 than in previous years. Mandatory training
nevertheless continued, and the main factor was the reduction in employee numbers and the lack of
recruitment. The gender gap in training hours is chiefly due to the fact that far fewer women are in jobs
requiring many training hours, such as airport services.

Average hours of training per year per employee and field of work GRI 404-1

Diviston Men Women Total hours
Isavia ohf. 9.35 2,569 1,922
Service and Operations 8,453 33 10,387
436 172 608
84 392 576

88 32 221

39 3
Isavia ANS 3,089 1749 4,838
Isavia Reglonal Alrports 3,326 368 3,604
Duty Free store 273 273 546
Total 25,394 7528 32,922

Avarage hours of tralning 40,7 21,9

EQUAL OPPORTUNITIES

Isavia attaches great importance to working rights. The company’s Code of Conduct states that
employees are to show respect for everybody’s work and not discriminate against colleagues or
customers on the basis of gender, religion, beliefs, ethnic origin, race, colour or on any other grounds.
Isavia’s equality action plan aims to improve general job satisfaction and improve morale. The equality

programme has been developed in accordance with Act No. 150/2020 on the Equal Status and Equal
Rights of Women and Men. Employees are made aware of the company’s Code of Conduct, which is
accessible on Isavia’s intranet and website together with the equality action plan.

Isavia’s equality action plan attaches great importance to equalising the gender ratio in management
positions in the company. In 2020, Isavia received recognition from Women in Business — an Icelandic
equality and networking movement — of the success and objectives achieved as regards gender balance
in management.

Work-life balance is an important aspect for all of us and is an equality issue. Isavia gives employees the
flexibility to balance work and family responsibilities, for the benefit of the company and better quality
of life for employees.

We endeavour to ensure that all employees — regardless of gender, age or nationality — enjoy equal
opportunities for training and education. As soon as they are recruited, employees receive information
on our policies on and responses to bullying and any type of violence and harassment. New recruits are
also informed about our equality policy and the company’s Code of Conduct.

Training material is drafted to meet different learning styles, while specific learning difficulties are
taken into account in examinations and skills assessment. Our training material is diverse and visual,
and in most cases, text is read out loud.

EQUAL PAY CERTIFICATION

For many years, Isavia has systematically worked towards gender equality and first gained equal pay
certification — ratified by the Directorate of Equality —in 2018. Isavia’s status for equal pay certification
is audited every year by external auditors, most recently in September 2020. The gender-based pay gap
identified was 1.2%. The objective of adopting the equal pay system by means of an equal pay standard
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(IST:85 2012) is to maintain wage equality within the company. The company also undertakes to work
on constantly improving itself in this field, monitoring the relevant criteria and reacting to any

deviations which may arise.
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SOCIAL ENVIRONMENT

Both the company and individual employees have an interest in building up a social environment. A
good social environment has both a direct and indirect impact on employee wellbeing and health and
on important operational aspects, such as sick leave, employee turnover and productivity. Isavia
employees work as a whole in a spirit of co-operation, mutual respect and tolerance. Bullying and
psychological harassment, such as gender and sexual harassment in the workplace, will not be
tolerated under any circumstances.

Part of the training for new recruits touches on the social environment, where, among other things, the
company’s equal rights policy and response plans against bullying and other psychological harassment
are presented. The response plan contains information on what assistance is on offer from the
company and trade unions. Importance is attached to maintaining notification pathways. Employees
must know whom to contact, and communication channels must be clear for the victim and the per-
petrator. This policy is based on Article 38 of Act No. 46/1980 on Working Environment, Health and
Safety in Workplaces and Regulation No. 1009/2015 on bullying, sexual harassment, gender harass-
ment and violence at work.

Five reports were received in 2020 — two were handled via a formal procedure involving activation of
the response plan, while the other three were resolved internally. These reports were processed accor-
ding to company procedure.
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OCCUPATIONAL SAFETY AND HEALTH

Isavia has in place an occupational safety and health policy covering all the operations of the company
based on the values and overall strategy of Isavia. Isavia undertakes to be a role model in safety, health
and occupational issues by promoting a safe and healthy work environment for those who work in and
visit the operating units of the company. The policy is both intended to prevent accidents to people
and also to monitor the facilities provided to employees to ensure a healthy work environment. The
CEO approves the policy, and Chief officers are responsible for executing the policy.

Occupational safety and health governance is part of Isavia’s quality system. During the year, we foll-
owed up on the applicable 1ISO45001 certification for some of the operation of Keflavik Airport. This
work has resulted in increased security awareness within the entire company. The health and safety of
employees is of paramount importance within the company, and every effort is made to analyse risks
and take preventative measures. Extensive work was undertaken to increase safety awareness in daily
work within the company, and for example, health and safety information was sent to all employees
during Isavia’s Safety Week. As before, the focus was on employees reporting all accidents, near misses
or conditions that can cause accidents, as well as reminding everyone that we are all responsible for
safety issues within the company.

The year saw changes made to the organisation of health and safety as well as security and co-
ordination, as their management was transferred to a single division, i.e. Services and Operations
(POR). This makes it possible to engage in more targeted efforts regarding these issues for the entire
company. In addition, a harmonised health and safety manual was issued in Attavitinn, Isavia’s
operations manual. Psychological aspects of health and safety, however, remain within the purview of
the Human Resources Department. POR employs an occupational safety and health representative who
is responsible for recording accidents and incidents and for reviewing investigation reports.

The number of reported work accidents decreased last year from 65 in 2019 to 39 in 2020, whereof

serious accidents (absence accidents) fell from 19 to 4 in 2020. The scope of reports indicates that the
importance paid to employees reporting accidents and near misses has paid off. This means that it is
possible to concentrate on employing preventative measures and improvements.

Isavia’s main goal continues to be to reduce the number of accidents in the workplaces of Isavia. In
2021, we plan to co-ordinate accident reporting, simplify registrations and to make them more user
friendly. This will simplify processing and follow-up in the safety management system of Isavia Opscom.

A mandatory Health and Safety Committee is operated with members coming from across the
company. The Committee consists of both Safety Officers who are appointed to the Committee by Isa-
via and Safety Stewards who represent the employees. The Chairman of the Committee is the Health
and Safety Officer of Isavia and is responsible for organising its meetings. The Safety Committee is
responsible for reviewing the status of non-conformities and remedies and examining accidents and
reports as well as the reports of the Occupational Health and Safety Administration. The Safety
Committee is intended to promote the safety awareness of employees through training and education
and ensure compliance with laws and regulations applicable to the operation. The Committee was of
the opinion that it was important that Committee members were more involved in the health and
safety issues of the company, e.g. in relation to risk assessments.

Isavia has a monitoring plan for health aspects in locations that have been considered especially
sensitive after a risk assessment, and they are examined with respect to noise, air quality and vibration.
One aspect of promoting a safe and healthy working environment was to offer employees informative
education on health and wellbeing in the workplace and information on Covid-19.

Registrations of accidents and near misses are through the Isavia intranet and, for external parties, the
website of Keflavik Airport. The Health and Safety Officer is responsible for maintaining a record of
these incidents and notifying those responsible for improvements as appropriate. All incidents are
cause analysed. This is to try to find the root of the problem to make it possible to respond and prevent
the incident from happening again. Isavia employees are under obligation to provide notifications of

Annual and CSR Report 2020 | 37



9))1\@ Isavia

any accidents, and during investigations, just culture is maintained.

Isavia uses S5 database to manage all non-conformities and opportunities for improvement that relate
to occupational safety and health. Internal audits of workplace safety and occupational health are
regularly performed, and an annual maintenance assessment is performed by an external party to ma-
intain 1SO45001 certification.

Work related injuries GRI 403-9

2020 2019 2018 2017
Total number of work related Injurels 39 60 57 66
Number of fatalitiesas a result of work related injury 0 X X
Number of high consequenc 0 % X %
4 X
Care injuries 19 3 x
First-aid injuries 16 47 X
Rate of recordable work related injuries per 200.000 hours 3.87 5.1 46 57

WORK RELATED INJUIRES BREAKDOWN GRI 403-9
Impact
\ Slip on ice
‘ Slip on plain ground
M Jam
Sharp object
M Overload

Foreign object

Fall

OCCUPATIONAL SAFETY AND HEALTH POLICY

Isavia undertakes to be a role model in safety, health and occupational issues by promoting A safe and healthy
work environment for those who work in and visit the operating units of the company.

For more information on Isavia’s Occupational saftey and health policy see here:
https.//www.isavia.is/media/1/Occupational%20Safety%20and%20Health%20Policy.pdf

SAFETY WEEK

The Isavia Safety Day was held in October. Due to present conditions, the arrangements were
somewhat different. Instead of workplace visits, lectures or participating in disaster scenarios,
employees were invited to view electronic education/lectures in which different issues between days in
the week were addressed. Attention was paid to the term safety in its widest sense, i.e. taking into
consideration workplace health and safety, information security, safety awareness and to what extent
employee wellbeing was important to ensure safety consciousness, communications and safe
operation.

The educational material was sourced from a number of sources, from experts outside the company,
new material on occupational health and safety and safety awareness was sent to all employees and
work was carried out with experts within the company as regards disseminating information, e.g. as
regards information security.

During the Safety Week, moreover, the focus was also on the importance of safety notifications and
the participation of all employees. Supervisors were encouraged to discuss safety issues at the beginn-
ing of all meetings during the Safety Week. Participation during the Safety Week was good, and both
supervisors and employees were involved in the events on offer. It is important for Isavia that everyone
pay proper attention to safety issues, as incidents that occur have the potential to have extensive
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negative effects on the company together with the fact that the goal of all who work for Isavia or in its
workplaces is to come home healthy at the end of the working day.

The operation of machines and vehicles as well as driving practices were two of the aspects that Isa-
via’s safety team addressed during the year. The team prepared educational material on the use of seat
belts and updated applicable rules on the use of seat belts within Keflavik Airport.

The goal of the informational material was to increase driver awareness regarding the importance of
always using seat belts, including while driving within the airport, as well as increasing safety
awareness and preventing accidents.

Particular focus was directed toward collaboration with stakeholders, and educational material was
distributed to them as a part of the drive to increase safety awareness during Isavia’s Safety Week.

PERSONAL DATA PROTECTION

Isavia places great importance on the protection and responsible treatment of information. This inclu-
des personal information irrespective of in what form such information may be. Isavia follows the
criteria of the safety standard IST EN ISO/IEC 27001:2017 and encourages the security of information
valuables through formal procedures contained in the information security handbook and quality hand-
book that support continuity in operations and minimise operational risk. The protection and
treatment of personal information, moreover, covers all information valuables from third parties that
Isavia has in its possession and/or which the company has asked a third party to manage on its behalf.
The policy was established in 2018 and approved by the CEO.

What kind of personal information is being processed and how such information should be preserved
must be kept in mind in all Isavia’s operations on a daily basis. Isavia and its subsidiaries practice
generally accepted work practices and have adopted personal data protection into their operation to

ensure that it is an integral part of daily operations. This includes maintaining a processing file,
preparing processing agreements, updating and/or documenting work procedures relating to the
processing of personal information, educating individuals about the processing of their personal infor-
mation, notifying of security failures, performing risk assessments to assess the effects on personal
data protection, acquiescing to requests from individuals as regards their rights together with
educating employees about personal data protection.

Isavia assesses the personal data protection management system by conducting internal audits which
are also a part of the company’s quality system. In addition, management conducts reviews of the
management systems, the results of audits and responses to security breaches at least once a year.
Employees and stakeholders have the opportunity to submit suggestions to the personal data
protection representative, and full confidentiality is maintained. Suggestions are taken under consi-
deration and used to make improvements to the management system. In addition, Isavia takes
advantage of results from personal data protection monitoring bodies and sees such results as an
opportunity for improvements and as a recognition for the effectiveness of the management system.

Isavia employs active security measures to prevent security breaches from occurring. Security breaches
are responded to immediately when discovered or notified and an investigation initiated.
Improvements are always recommended on completion of an investigation and are implemented with
the view of strengthening the company’s security measures. Isavia has endeavoured to limit the extent
to which personal information is processed and to ensure the safety of such information across the
company. There are active security measures to prevent security breaches from occurring.

Security breaches are responded to immediately when discovered or notified and an investigation
initiated. Improvements are always recommended on completion of an investigation and are
implemented with the view of strengthening the company’s security measures. No violations of
personal data protection were lodged with Isavia from customers or monitoring bodies as regards
customer information in 2020.
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COMMUNITY PARTICIPATION

Isavia is responsible for the operation and maintenance of the infrastructure that is the basis for
aviation services in Iceland, connections to the wider world and flights between three continents over a
large area. Iceland’s airports constitute important public-transport infrastructure. Of these airports,
Keflavik Airport is the largest entry point into Iceland and is especially important for the transport of
passengers and goods by air in and out of the country. Isavia’s operations are of considerable national
interest, and its employees make every effort to conduct their work in a safe and efficient manner in
harmony with the community.

Isavia follows a policy of corporate social responsibility, with priorities in accordance with the
company’s overall policy. The company is working on and participating projects linked to this policy in
various ways. The common thread running through these projects is that they support us in being part
of a pleasant journey for passengers, customers and other stakeholders.

CORPORATE SOCIAL RESPONSIBILITY POLICY
Isavia promotes equilibrium between the economy, environment and society with sustainability as a guiding light.

For more information on Isavia’s Corporate social responsibility policy see here:
https://www.isavia.is/media/1/CSR%20Policy.pdf

ISAVIA’S EMERGENCY AND CRISIS COORDINATION

Isavia’s Emergency and Crisis Coordination was formally established in 2015 by formalising colla-
boration measures and specific procedures within the company that were created as result of the
eruption in Eyjafjallajokull (Eyjafjalla glacier) in 2010. The method used was to form a team of
employees who have a variety of skills and experience and good connections both within and outside
the company to lead the work. The experience gained under different conditions has subsequently
been used to form and develop the company’s ability to meet anticipated and unforeseen events.

The role of Isavia’s Emergency and Crisis Coordination is to:

® Ensure that Isavia’s responses are co-ordinated and harmonised during times
of risk and emergencies.

® Ensure comprehensive responses to events that threaten the operative security

of the company and to mitigate their effects.
® Provide support to management and employees.

® Ensure the return of full services as soon as possible.

To achieve these goals, the Emergency and Crisis Coordination employs flexible and performance-
driven procedures that address events in an organised manner.
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COVID-19

Isavia’s Emergency and Crisis Coordination was a highly active venue due to bad weather conditions
and other events in the months at the end of 2019 and beginning of 2020. In discussions during such
meetings, news of a new contagious disease that was spreading across China began to be heard.
Immediately thereafter, discussions were held about the company’s plans for the future, and in fact,
the work of the Emergency Committee began. Although discussions or decisions at the time were not,
as such, crucial for responses in January, the general tone was set and shows how important it is that
members of such organisations meet regularly and discuss possible threats based on what might
happen based regarding effects on the operation of airports and air travel. On 24 January, the Emer-
gency Committee attended its first meeting with Almannavarnir (the Department of Civil Protection
and Emergency Management) and the Chief Epidemiologist to discuss the matter.

The infection prevention plans for international airports was issued in 2019 in collaboration with the
office of the Chief Epidemiologist and Almannavarnir. These plans were used as a good base for Covid-
19, although adaptations were made to meet this new threat. The process has at all times been flexible
to be able to meet a variety of scenarios.

A number of other aspects also play an important part in the organisational and planning preparations
at the same time as extensive organisational changes were implemented within Isavia in 2020. The
Emergency Committee operates across Isavia units and its subsidiaries, and as a result, the decision
was immediately made to co-ordinate all fields of the operation, i.e. the parent company, air navigation
services, domestic and international airports.

The Emergency Committee activated its information sources and channels to stakeholders as well as
connections that were formed during regular joint meetings. Responsiveness and short communication
channels within Isavia as well as to external parties have been important, while the close co-operation
between the Emergency Committee and Almannavarnir and the Chief Epidemiologist as well as the

dynamic collaboration with airport stakeholders have been a key element in good collaboration and of
excellent results.

Within the company, regular information flows, employee meetings and an information site were
activated. Access to the Emergency Committee was extremely open, and anyone could send enquiries
and receive advice from the very beginning. Isavia’s educational department was quick to issue infor-
mation that Isavia employees and other stakeholders at the airport could use to their advantage. In
addition to the fact that managers needed to find new ways to contact their employees as efficiently as
possible when the workplace was divided into home-based work and different infection-free zones,
employees and managers must be congratulated for being extremely flexible as regards their work
based on different scenarios and infection prevention rules.

All the actions in which the Emergency Committee is involved are subject to examination. As regards
long-term projects, it is important to investigate, although actions have not been completed. By the
beginning of June, a summary was prepared of what actions had been successful and what could have
been done better during the first wave of the pandemic. All the employees of the company were given
the opportunity to voice their opinion, and the results were used to fine tune procedures as points that
were used during organisations in the next wave that began at the end of July / beginning of August.

Everyone has contributed, care has been taken to ensure infection prevention and the result is that no
employee working for the airport or related operations has been infected at work (as far as we know).

CIVIL PROTECTION AND ACCIDENT RESPONSE

Isavia plays an important role in the management system of the Civil Protection Department and plays
a key role in response plans for search and rescue in the Icelandic air traffic control area and
development of accident response plans on land. Full scale airport emergency plan exercises at the
airport are an important part of Isavia’s preparedness as well as civil protection measures and their
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development. As a rule, four full scale airport emergency plan exercises are held every year throughout
Iceland. Participation is without fail good, with more than 1,000 people from all response units usually
taking part in these exercises as well as the general public. Since the company began holding full scale
airport emergency plan exercises at airports, the response plans of the Civil Protection unit for multi-
party accidents have developed in line with the working procedures used in airport exercises. The
company’s exercises have therefore become a consultation forum for response entities for the
development of knowledge and procedures that have been codified in regulations and the Civil
Protection Act.

There were four Airport emergency plan exercises scheduled in 2020 at the largest airports in Iceland
(including Keflavik Airport). As a result of Covid-19, however, these were all cancelled and have been
rescheduled to 2021. The ban on gatherings was instrumental in this respect, as it was important to
ensure the safety of all responders. Preparatory work for the exercises was carried out during the year.

FULL SCALE AIRPORT EMERGENCY PLAN EXERCISES

For more information on full scale airport emergency plan exercises (in icelandic) see here:
https://www.isavia.is/fyrirtaekid/um-isavia/samfelag-og-umhverfi/samfelag/flugslysaaefingar

THE ICELANDIC ASSOCIATION FOR SEARCH AND RESCUE (ICE-SAR)
AND THE ICELANDIC RED CROSS

As of 2012, a grants fund with the purpose of supporting accident equipment has been operated
throughout Iceland in co-operation with partners. The equipment is available as necessary in the event
of major accidents, accidents that occur in remote places or when people need to be housed in mass
relief centres. Co-operation between Isavia, ICE-SAR and the Red Cross been successful, and the
volunteers from these organisations are an important part of the airports’ response systems
throughout Iceland.

UNITED NATIONS GLOBAL COMPACT

Isavia is a party to the UN Global Compact. By virtue of its participation, Isavia undertakes to ensure
that its polices and work practices are in accordance with the ten principles of the United Nations on
human rights, work issues, environmental issues and actions against corruption. Isavia also undertakes
to participate in projects supporting the UN’s Sustainable Development Goals and to publish infor-
mation on the company’s social responsibility in accordance with the criteria of the UN Global Compact
and the GRI.

uu
A\

% UN WOMEN

UN WOMEN’S EMPOWERMENT PRINCIPLES

Isavia signed the UN Women’s Empowerment Principles, an international initiative spearheaded by UN
Women and the UN Global Compact. As a signatory, Isavia undertakes to address equality issues with
the company, demonstrate social responsibility and take the initiative in the field. The agreement
contains seven criteria to guide the efforts of companies and institutions to foster equality and increase
their participation of women in business. Signing this Convention is the natural continuation of other
efforts made by the company under the banner of social responsibility and dovetails with the
company’s objectives on gender equality.
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UN SUSTAINABLE DEVELOPMENT GOALS

Isavia has set itself a policy-making objective linked to the United Nations’ Sustainable Development
Goals. Special emphasis has been placed on 5 (Gender equality), 7 (Affordable and clean energy), 8
(Decent work and economic growth), 9 (Industry, innovation and infrastructure), 11 (Sustainable cities
and communities), 12 (Responsible consumption and production), 13 (Climate action) and 17
(Partnerships for the goals).

GRI - GLOBAL REPORTING INITIATIVE

This is the fourth time Isavia is issuing an Annual and Corporate Social Responsibility Report. The report
is modelled on the GRI Standards: Core criteria together with GRI-G4 special provisions for airports.
These special provisions deal specifically with the challenges and opportunities faced by airports when
it comes to sustainability. The aim of issuing this report is to provide transparency, a more in-depth
view of the company’s activities and their effects on society at large. The information in the report is

based on operations in 2020.

FESTA—ICELANDIC CENTRE FOR CORPORATE SOCIAL RESPONSIBILITY

Isavia is an active member of Festa - the Icelandic Centre for Corporate Social Responsibility. The aim of
Festa is to raise awareness of CSR in Icelandic companies and in the community and encourage
research in this field.

RESPONSIBLE TOURISM

Responsible tourism is a motivational project with the aim of Icelandic tourism companies agreeing on
some clear and simple actions concerning responsible tourism. The purpose of the project is to
promote Iceland as a desirable tourist destination going forward, which supports sustainability for
future generations of the country. Isavia has taken part in the project from the beginning.

ISLENSKI
FER: N

ICELAND TOURISM CLUSTER

Isavia is a collaborative member of the Icelandic Tourism Cluster. The role of the company is to
strengthen competitiveness and enhance the value of Icelandic tourism. It is a real addition to the
tourism-related activities conducted elsewhere (e.g. by the Travel Industry Association, the Icelandic
Tourist Board and Promote Iceland, to name but a few). The Iceland Tourism Cluster focuses on greater

co-operation with these and other partners throughout Iceland.
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MAIN ORGANIZATIONS OF WHICH ISAVIA IS A MEMBER:

Airport Council International (ACI)
American-Icelandic Chamber of Commerce
Association of Reykjanes Employers

BIM Iceland

Borealis, co-operative forum for flight navigation service providers in North-West Europe

Confederation of Icelandic Employers

Civil Air Navigation Services Organisation (CANSO)
Danish-Icelandic Chamber of Commerce

Dokkan

Excellence Iceland (Stjornvisi)

Festa, Icelandic Centre for Corporate Social Responsibility
French-Icelandic Chamber of Commerce

Icelandic Travel Industry Association

Iceland Tourism

Iceland Ocean Cluster

iMARK — Marketing Association of Iceland

Mannaudur, Association of Human Resources Managers

Project Management Association of Iceland
Sky, Association of IT people

United Nations Global Compact

NAT-SPG, co-operative forum of States within the ICAO NAT Region
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EVIRONMENTAL ISSUES

THE ENVIRONMENT

Isavia has, as have most other companies, suffered considerable setbacks during the past year.
Nevertheless, the company has soldiered on and continued to carry out improvements in its efforts in
environmental issues. Isavia thus strives to keep the negative environmental impact of its operations to
a minimum in harmony with the community and passengers and to be, thereby, a part of a good
journey.

Isavia established an environmental policy in April 2015. A great deal of effort has since been spent on
the objectives of the policy in accordance with our action plans regarding environmental and climate
issues. The current plan applies to the years 2020-2021. This plan sets out various measures aimed at
reducing the negative environmental impact of the company’s operations. This focuses on, among
other things, the renewal of the company’s fleet of vehicles toward more environmentally friendly
vehicles, increased waste sorting, the development of infrastructure for environmentally friendly
vehicles and carbon off-setting.

Work on the adoption of the ISO 14001 environmental standard for Isavia ohf. began during the year
and will be completed by spring 2021.

ENVIRONMENTAL POLICY

Isavia will strive to minimize negative environmental impact of its operations and always consider environmental
matters in its decision making..

For more information on Isavia’s Evironmental policy see here:
https://www.isavia.is/media/1/Environmental%20Policy.pdf

During the adoption, important environmental aspects in the operation of Isavia ohf. were analysed. A
detailed monitoring plan for these aspects was created, and the main environmental risks in the

operation were assessed. The Isavia Academy had overall supervision of the composition of a digital
training course for employees. The course addressed the company’s environmental policy, actions to
take regarding environmental issues, the adoption of the standard and was held in co-operation with
Isavia’s Environmental Department. The course was launched at the beginning of 2021.

One unit at Isavia ANS, Gufunes Iceland Radio, has had I1SO14001 certification since 2018.

There was one major pollution incident at Keflavik Airport last year. The incident occurred when the
landing gear of Icelandair’s Boeing 757 failed. More than five thousand litres of jet fuel spilled onto one
of the runways. The specially trained employees of Airport Operations were, however, able to clear the
spill before it reached the grounds adjoining the runway. The accident occurred while the ground was
still frozen, which made quite a difference, and no soil renewal was required as a result. In addition,
there were a few minor fuel mishaps during refills on the aprons at Keflavik Airport. These were minor
leaks onto the tarmac and were cleaned up.

No rulings have been made where the company was considered to have violated environment
protection legislation.

I\ _l_ﬁ OFFSE';-
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WATER

Isavia is conscious of the importance of preserving the freshness and cleanliness of the groundwater in
the surrounding area. Verkis has overall responsibility for groundwater research and analysis at Keflavik
Airport. Samples have been taken every year since 2017. These samples continue to show the presence
of undesirable chemicals in groundwater, most of which can be traced to the operations of a third-
party years ago. Their concentration, however, is low. There are indications that the condition of
groundwater in and around the airport are improving. Isavia will continue to take measurements and
monitor the quality of groundwater.

Isavia obtains water from utilities at each site and has not reused or recycled water from airport areas.
In recent years, Isavia has improved wastewater drainage at international airports, which is commonly
connected to municipal drainage systems. In 2016, work was carried out on refurbishing wastewater
drainage from the west part of Keflavik Airport, which drains into the sea. A two-stage pumping and
filter station was built at Djupavik south of Stafnes in Sandgerdi and a new and longer outlet laid out to
sea. Isavia operates one two-stage pumping and filter station at Djupuvik that supplies a part of Kefla-
vik Airport. In other respects, Isavia uses the sewage system of the municipalities in which each wor-
kplace is located, and the recipient is in all cases the sea, although the level of sewage cleaning may
differ. Oil separators and settlement ponds receive the majority of the polluting materials that
otherwise would end up in the sewage system.

USE OF CHEMICALS

De-icing materials, together with sand, are used on runways and aprons to prevent the surface from
becoming slippery and leading to risks to aircraft traffic, vehicles and others using these areas. Keflavik
Airport uses both de-icing granules and de-icing fluids. De-icing substances are based on either on
sodium formate or on potassium formate. They are certified with the Blue Angel ecolabel. They are

biodegradable, have minimal toxic effects and meet all mandatory environmental and ecological
requirements. Domestic airports use sand almost exclusively.

The use of de-icing materials decreased considerably between years, probably due to the fact that air
traffic was much reduced and the reduction in the use of remote stands. Use, moreover, is also
dependent on the weather. During the winter of 2019-2020, winter services at Keflavik Airport were
provided for 141 days. Snow clearing took 5,460 machine hours.

Quantity of de-icing substances in airports GRI G4-A06

2018

ECOSYSTEM

Biodiversity at Isavia airports is as diverse as it is numerous. The Reykjanes peninsula is a UNESCO
Global Geopark and, as such, is of major significance as regards geological formations. Some of these
are globally unique. In this context, the best-known example is probably how well one can see the plate
boundaries of the Eurasian and North American plates. There are no geological formations within the
Keflavik Airport area even though the airport is certainly located in an interesting geological area.

Isavia has closely monitored wildlife within airport zones and has analysed adjacent airport environ-
ments in terms of the presence of animals and birds. The areas are extremely diverse as regards
vegetation and availability of food, with the result that their attractiveness to wild animals and birds
differs from place to place. Measures taken to reduce the risk for air passengers and reduce the likeli-
hood of collisions between wildlife and aircraft are an important facet in the operation of airports. A
range of methods, such as habitat management, are used to keep wildlife and birds away.
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Isavia has, for a number of years, monitored wildlife on airports throughout Iceland. The employees of
Isavia who are involved in wildlife management register the number and species of wildlife that can be
seen at the airport. Considerable efforts are spent on mapping wildlife behaviour, particularly that of
birds at and near the airports, and employees involved in this work have extensive experience in wild-
life management. In 2018, Isavia enlisted the help of Natturustofa Reykjaness (The Southwest Iceland
Nature Research Centre) and bekkingasetur Sudurnesja (Sudurnes Science and Learning Centre) to
carry out a detailed examination of birdlife at Keflavik Airport. At the time, the most recent examin-
ation had been performed in 1975. The results of the examination have been used by the airport’s
employees to improve the habitat and wildlife management in the area.

Isavia registers all possible aircraft collisions between birds and wild animals at all its airports. Last year,
9 confirmed instances of birdstrike were registered at Keflavik Airport. At domestic airports no bird-
strikes were registered.

Total annual number of bird strikes GRI G4-AD9

Total number of aircraft movements 193.070 173176

Total number of bird strikes 35 23 9

Total annual numbar of bird 1s 1.8 1.25 0,87

Below is a list of the species of wild animals and birds that were observed in airport areas over the past
year. They are classified according to the threatened species list of the Icelandic Institute of Natural
History. In addition, information is provided on their status in this country as well as their status on the
ICUN Red List of Threatened Species. Population sizes in Iceland may differ when compared to global
populations, and some species enjoy protection according to Icelandic law even if they are not on the
IUCN Red List.

IUCN Red List species and national consaervation list specias with habitats in

areas affacted by operations GRI 304-4

Spacles Sclantific nama Status lceland Legal status in lcaland Status on [UCN
red list
Great black- Larus marinus Endangered [EN) Least concern
backed gull {LC)
Parasitic jasger Endangerad (EN)
ulnerable (VU
Vulnerable {VU)
Vulnerable {VU)
Vulnarable {VU) Leas
Vulnerable {VU) Protacted Least concern
ILC)
Asio flammaus Naar threatened (NT) Protacted Least concern
[LC)
Prarmigan Lagopus muta Naar threatened (NT) Least concern
LC)
Common gu Larus canus Least concern {LC) Protacted Least concern
hoopar swan Cygnus cygnus Least concern {LC) Protacted 2ast cancarn
L)
allard Least concern {LC from Leas

platyrhyn

Anser ansar Least concern {LC

European Pluvialis Least concern {LC}
goldan plovar apricaria
Black-headed Larus ridibundus Least concarn (LC

nsar Least concern {LC)

Protectad except from 20/ Least concern
LC)

Protectad except from 20/8 -15/3 Least concern
Proracted Least concern

Loy

otacred axcept fram 3 Least concarn
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CLIMATE

ENERGY USE
DIRECT ENERGY USE

Fuel consumption is the most important environmental factor in the otherwise energy demanding
operation of Isavia. We closely monitor fuel consumption in our operations and make efforts to try and
reduce it where possible. Tests involving the addition of rapeseed oil to fuel used on equipment were
initiated last year, and the hope is that we will be able to increase the proportion added in coming
years.

The greatest share of this consumption by far is accounted for by the servicing and maintenance of the
runways and operating areas of airports. Although its scope in some ways relates to the number of
passengers, it is for the most part dependent on the weather and, as a result, may fluctuate,
particularly if winter services are required for many days of the year. During the winter of 2019-2020,
winter services at Keflavik Airport were provided for 141 days. Snow clearing took 5,460 machine
hours.

Isavia has operated according to an Environment and Climate Action Plan that is applicable to the end
of 2021. This plan sets out various measures aimed at reducing the negative environmental impact of
the company’s operations. The measures involve aspects such as the renewal of its vehicle fleet,
machinery, the prudent use of resources, increased electrification and carbon off-setting. We have
already begun working on the revision of this action plan and the formulation of a new sustainability

policy.

There was some reduction in the fuel consumption of Isavia when account is taken of the overall fuel
consumption. When, however, account is taken of the use per passenger, there was a considerable
increase in fuel consumption between years. This can be traced to the considerable decrease in the
number of passengers to Keflavik Airport as a result of the Covid-19 pandemic. In addition, it was
clearly shown that Isavia’s fuel use did not correlate to the number of passengers to any great extent,

as stated above. Isavia’s target for 2020 was to reduce fuel consumption per passenger by 4%, but this

was not achieved.

Energy consumption within the organiztion GRI 302-1 & Reduction of energy consumption

GRI 302-4
Typs 2015 2016 2017 2020 kWh
Pat 45665 4713 7.777.867
Par passanger 0,1481 0,106 | 0,096 L
Figures for 2019 have been updated in light of new data
INDIRECT ENERGY USE

Last year, electricity consumption at Isavia was 21,887,504 kWh — a considerable decrease from the
preceding two years. This can first and foremost be traced to the company’s economisations during the
Covid-19 pandemic. The reduction in energy use was greatest at the Leifur Eiriksson Air Terminal at
Keflavik Airport, although there were also significant reductions in other airports in Iceland. The figures
for previous years have been updated in light of actual use to correct forecasts.
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Energy consumption is forecasted to rise in the coming years as result of the expansion of Keflavik A-
irport and of further installation and greater use of energy-intensive infrastructure, e.g. grounding for
aircraft and charging points for cars and other vehicles. The amount of hot water used by Isavia was
834,379 cubic metres (48,393,956 kWh). This use corresponds to the use of approximately 980 150-
square metre homes.

ELECTRICITY USE GRI 302-2

21.887.504

2016 2017 020

[
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GREENHOUSE GAS EMISSIONS

DIRECT GREENHOUSE GAS (GHG) EMISSIONS THROUGH ENERGY USE
SCOPE 1

The direct emission of greenhouse gases by Isavia can be traced to fuel use. In 2020, the amount of
direct greenhouse gas emissions caused by burning fossil fuels was 2194 t CO2e. This is considerably

less than in the years before. In early (spring) 2019, Isavia reached an agreement with Kolvidur and
Votlendissjédur for the carbon off-setting of Isavia fuel consumptions for three years, retroactive for
one year. This means that in 2018, 2019 and 2020, Isavia will have carbon off-set all direct emissions
from the operation, or a total of 7198 t CO2e.

Last year, it became clear how much of Isavia’s carbon footprint is connected to the use of large
machinery and services to aprons, runways and taxiways. Despite the unprecedented downturn in
operations, where the number of flights and passengers decreased significantly, there was not much of
a decrease in Isavia’s carbon footprint. The clearing of runways and other winter and maintenance
work that Airport Operations carries out is in all respects independent of the number of flights or
passengers; the scope of tasks remains the same. Isavia’s greatest challenge with regard to reducing its
carbon footprint is to find solutions on how to minimise the emissions of greenhouse gases from the
specialised equipment used by the airport.

Direct Greenhouse Gas Emissions Scope 1 GRI 3051

Emizzlons due to energy consumption (n CO2 tonnes 2016 2017 2018 2019* 2020
Isavia total 2146 2458 2694 2513 2194
ohf. X L 1460

Isavia Reginal Airports X X ® x 469

Isavia ANS X X x 239

Dury-Free Stora ® X % X 26

“Figures for 2019 have been updated in light of new data.
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INDIRECT GREENHOUSE GAS EMISSIONS (GHG) THROUGH ENERGY USE of the number of passengers or number of flights. We continue to strive to reduce total emissions as

SCOPE 2 well as emissions from large factors such as fuel consumption. There was a decrease of 12.7% in direct

greenhouse gas emissions from fuel consumption from 2019 to 2020.
In 2019, Isavia reached an electricity agreement with HS Veitur. The agreement provides that all

electricity purchased by Isavia will be from renewable sources and free of charges due to the sale-of-

origin guarantees. The energy used by Isavia in its operation in the form of electricity or heat comes Wit tamnl BHE Smicclon=1ilags

from district heating plants or hydropower plants. In both cases, the energy in question is from o e e e

renewable sources which generate low emissions of greenhouse gases. Indirect emissions due to heat GHG emission fram landful/dispasal PR—— - o o =

and electricity, therefore, are very slight if account is taken of electricity production by other means. G emission fram Blacriy T oh 238 Gt i

Indirect emissions through energy consumption in 2020 totalled 215 t CO2. GHG emission from fuel tonnes (02 2458 2513 294

2723 2862 2405

OTHER INDIRECT GREENHOUSE-GAS EMISSIONS (GHG) THROUGH ENERGY bieclthobil Chel Sl L i it 2 s
Emissons per passenger tonnes CO2 0.37 0.29 0.34 147

USE SCOPE 3 Figures F-:F' 2019 have been updated in light of new data.

Emissions in scope 3, indirect emissions from the operation, include the treatment of waste and

employee travel. In recent years, Isavia has used the Festa Loftlagsmaelir (Festa climate gauge) to GHG EMISSIONS INTENSITY PER PASSENGER GRI 305-4

estimate carbon emissions relating to scope 3, although 2019 was the first year in which Isavia fully e

utilised the Klappir environment monitoring system. This has provided a better picture of carbon -

emissions. A part of the general waste from Keflavik Airport, however, is not sent to landfills but is skg. -

instead incinerated in the Reykjanes incinerator of Kalka. The emission factor for the incineration of e

waste is lower than those that apply to landfill disposals. Emissions from incineration and landfill waste Tkg

disposal by Isavia in 2020 were 86 tonnes of CO2e. 0.8kg. .

Direct emissions of greenhouse gases per passenger increased considerably between the years 2019 0.5kg. = 03 s _—

and 2020. The pandemic has been instrumental in this trend. One must realise, however, that it is clear 0.3kg. . . — .

that emissions per passenger is not a good indicator. A closer examination must be made of what kg -

2015 016 2017 — 2019 2020

indicators are more appropriate. Isavia’s goal, however, is to minimise its total emissions, irrespective i m
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AIR QUALITY

Isavia monitors nitrogen dioxide levels around Keflavik Airport by means of an air quality meter located
over Eyjabyggd. Real-time measurements can be found on the loftgaedi.is website. Air quality forecasts
have been prepared for 13.7m passengers and 14.5m passengers. In both cases, the concentration of
sulphur dioxide and nitrogen oxide is under reference values. Based on the passenger forecast used in
the Masterplan for Keflavik Airport, just over 13 million passengers are expected in 2039.

NET ZERO & THE CLIMATE AGREEMENT

In 2019, the CEO of Isavia signed a NetZero Commitment issued by ACI Europe to the effect that Kefla-
vik airport, together with numerous other airports in Europe, will be carbon-free by 2050 at the very
latest.

Isavia has also been a signatory to the Climate Agreement of the City of Reykjavik and Festa —the
Center for Sustainability since 2015. Following the signing of this declaration, Isavia set itself the
objective of reducing greenhouse gas emissions, thus demonstrating initiative and responsibility
towards the environment and society.

Isavia is conscious of the responsibility it bears regarding climate issues and greenhouse gas emissions
and is working in an active and organised way on measures to reduce its carbon footprint.

ACA CARBON ACCREDITATION

Isavia participates in the Airport Carbon Accreditation (ACA) system, run by Airports Council
International. The ACA is a form of carbon accreditation designed by airports for airports and is
therefore customised to their operations. The project, which was previously divided into four stages,

has now been updated in accordance with the NetZero commitment and is now six stages. Keflavik
Airport has taken part in the project for five years, and in 2019, Isavia completed the second stage in
the adoption of the carbon accreditation. The objective has been set to reduce carbon emissions by
2030, and work is under way according to an action plan.

airport
carbon
accredited

BOREALIS ALLIANCE FREE ROUTE AIRPSPACE

Isavia is a member of Borealis Alliance, an association of nine air navigation service providers (ANSP) in
Northern Europe. Work is ongoing on the Free Route Airspace project, aimed at shorter flight times,
resulting in lower fuel consumption, lower costs and less pollution. In Iceland, aircraft operators can
now schedule and operate direct flights from Keflavik Airport to airports in Norway and Scotland, the
nearest air traffic control areas to the south-east of Icelandic airspace.

The effects of flight altitude on the fuel consumption of aircraft are considerable. As a flight progresses,
it is more economical for aircraft to fly at higher altitudes. It is estimated that a thousand-foot (1,000
feet) deviation from the optimal altitude calls for 1% extra fuel per hour.
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ACOUSTICS

NOISE MEASUREMENTS

In recent years, Isavia has taken various measures to mitigate noise from flights at Keflavik Airport. An
acoustic measurement system with one mobile and three fixed meters has been used in the
neighbourhood of Keflavik Airport since 2017.

The acoustic measurement system linked to aircraft movements was installed at the same time as the
meters. This allows residents, stakeholders and Isavia to monitor flights and noise measurements. One
can also report nuisance noise that relates to individual aircraft movements. A link to the acoustic
measuring system can be found on the Isavia website.

Last year, Isavia received 17 reports of noise and nuisance caused by air traffic, most of which were
linked to passenger flights directly over residential areas or military flights.

ACOUSTIC NOISE MONITORS
Acoustic noise monitors have been placed at several locations in and around the airport.

For more information on acoustic noise monitorss live feed see here:
https://webtrak.emsbk.com/kef2

In 2017, Isavia hired the engineering firm Efla to produce a sound map for the airport based on the
number of aircraft movements, aircraft types and location. The map shows the calculated 24-hour
noise level (Lden) around Keflavik Airport. According to Efla’s mapping, there is no resident that suffers
noise caused by air traffic which exceeds 64 dB but around 300 who are exposed to noise levels
between 60—64 dB and 1,300 who are exposed to noise levels of 55-59 dB. This map can be seen on
the website of the Environment Agency of Iceland.

An action plan to combat excessive noise levels to the year 2023 was approved following a consultation

process and presentations. The plan was prepared in collaboration with Reykjanes Township and Vega-
gerdin (Icelandic Road Administration). This plan can be seen on the website of the Environment
Agency of Iceland. Among the actions that Isavia embarked on was to adopt new flight routes for
Keflavik Airport. These profiles were designed with the aim of minimising noise and nuisance caused by
flight traffic at the airport. When controlling air traffic, Keflavik Airport strives to use those runways
which cause the least nuisance for residents in the vicinity of the airport. This is implemented to the
greatest extent possible, with due regard to safety and environmental factors, such as wind and
runway conditions.

Continuous efforts are spent on monitoring noise measurements and ensuring that the rules of the
airport as regards runway use and flights over residential areas are complied with.

There were 11 reports of nuisances caused by flight movements at Reykjavik Airport in 2020, mainly
due to the aircraft start-ups.

The images below show a comparison of flight paths between years. The images are created from the
acoustic measurement system and show a clear change in flight traffic above residential areas in
Reykjanes. The amount of residential areas affected by flight traffic is greatly reduced.

KEFLAVIK
AIRPORT
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RECYCLING

WASTE SORTING AND EFFECTS

llsavia places great importance on waste sorting and has, over the past few years, used Graenu skrefin
(Green Steps) organised by the Environment Agency of Iceland for the adoption of the company’s
waste sorting. At the beginning of 2021, all the employees of Isavia ohf. took part in environmental
training which discussed waste categories in detail and the importance of circular thinking. Unsorted
waste from Isavia ohf. and its subsidiaries is sent either for incineration in Kalka or to a local landfill
site. The greatest environmental effect of waste treatment from the operations of Isavia is through the
disposal of unsorted waste. The treatment of sorted waste carries a low carbon footprint.

RECYCLING PROPORTION AND VOLUME OF WASTE

The total volume of waste from Isavia decreased significantly in 2020 as compared to the year before.
This can be traced directly to the drop in operations and the decrease in the number of passengers.
Approximately 344 tonnes of waste were sent for incineration or to landfills during the year. Isavia’s
recycling percentage for the year was 41%, while the target set by Isavia was 40% by year-end 2020.
Efforts have been initiated to increase this percentage even further and to reduce the formation of
waste in the operation. A large volume of disposable gloves and face masks, which may not be
recycled, were used during the year. These, therefore, were all disposed of as general waste. In
addition, the transfer of the office operations of Isavia ohf. from the tower at Reykjavik Airport due to
mould also had a considerable impact on the volume of waste last year. All paper, together with other
items that were deemed to be uncleanable, was thrown away or sent for recycling as appropriate.
Nevertheless, the company was able to maintain the recycling ratio unchanged from 2019.

Percantage of recycled waste per passenger GRI 306-2

Year 2016 2017 2018 2019 2020
Sorted per 0,027 14% 0,040 20 0.045 7% 0,075 4196 0,140 41%
passengar kg kg %6 kg kg kg
Unsorted par 0,160 86 0,160 8o 0,123 73% 0,107 59% 0,202 59%
passenger kg % kg % kg kg kg
Total per 0187 100 0.200 100 0,168 100 0182 100 0,342 100
passenger kg % kg % kg % kg % kg L)

Incineration
181 tonnes

ISAVIA

OPERATION

DISPOSABLE
WASTE

344 tonnes

Landfill
163 tannes

,,,,,,,,, : S\ ASTE

582 tannes 8

Reusable
squipment

Recycled
supplies

Streams of waste in |savia's operations and carbon emissions of each category
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ACTIONS RELATING TO RECYCLING ISSUES Iceland Radio in Gufunes continued its environmental efforts as before. The focus is on waste sorting,

and a large proportion of food leftovers that accrue are used to feed the hens that became a part of

In recent years, Isavia has adopted a variety of actions to achieve its objective to minimise waste the operation a few years ago.

generated by the operation and to increase the proportion sent for recycling. This includes the

collection of organic waste. A project intended to draw the attention of employees and others to food Keflavik Airport’s warehouse at Graenas receives furnishings and useable building materials from the
renovations in Leifur Eiriksson Air Terminal and other airport buildings. Furnishings are reused if spare
parts are needed or sent to other locations around the country. Part of the Green Steps initiative

currently being adopted by Isavia is awareness of the possibilities of reusing furnishings and other

waste was initiated through educational material on the company’s intranet, messages on refrigerators
and coffee-break rooms. In addition, the specialists in the Environmental Department also worked
closely with the operators of the airport’s employee cafeteria in an effort to decrease food waste,
carrying out weighing checks and notifying employees of its results through an information screen in material within the company.
the cafeteria facilities. Operations in 2020 were severely curtailed, and the employee cafeteria at Kefla-

vik Airport was closed.

In recent years, during the spring, Isavia, in collaboration with Terra, has offered employees and other
interested parties the option of obtaining compost.

o
e | 7<)

- 5,
(Pt \
ASTE I8 RE‘-‘('
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SCOPE OF OPERATIONS

PASSENGERS AND FLIGHT MOVEMENTS

Two factors have the greatest impact on the scope of Isavia’s operations: the number of flight
movements and the number of passengers. Isavia’s income from Keflavik Airport can be attributed first
and foremost to the airlines that land at the airport, concession revenues from food and beverage and
retail outlets as well as other income from renting facilities.

As a whole, the company’s operations have lessened in scope as compared to last year. Domestic
passenger throughput decreased by around 53%, while the number of international passengers travell-
ing through domestic airports decreased by 82.6%. At Keflavik Airport, the number of passengers
decreased by 81%, and traffic in Icelandic airspace decreased by 40% in 2020.

Three aircraft operators ran scheduled flights within Iceland, i.e. Air Iceland Connect, Flugfélagid Ernir
and Norlandair. Other aircraft operators who regularly used Isavia Domestic Airport services were My-
flug, Circle Air and Atlantsflug. In addition, the companies Nordurflug, Blue West Helicopters and Helo
operate helicopter services at the company’s airports. The Icelandic Coast Guard (ICG), moreover, has
its facilities at Reykjavik Airport.

Air Iceland Connect maintained a limited schedule from Reykjavik to several locations in Greenland. In
addition, the Icelandic Flight Academy (Flugskéli islands) and Flugfélagid Geirfugl have facilities at
Reykjavik Airport. BIRK Flight Services, Reykjavik FBO and Air Iceland Connect are responsible for
ground handling services at the airport.

FLIGHT STATISTICS

Isavia publishes flight statistics on the web with basic statistics about passengers, aircraft movements, cargo and
traffic in the Reykjavik Control Area.

For more information on passenger and flight statistics see here:
https.//www.isavia.is/en/corporate/about-isavia/reports-and-statistics/passenger-statistics/passenger-statistics

At Akureyri Airport, Norlandair has regular scheduled flights within Iceland and scheduled and
chartered flights to Greenland. These flights were severely curtailed during the year, and overseas
flights from Akureyri were virtually non-existent. Circle Air offers chartered and sight-seeing flights
from Akureyri. In addition, the Akureyri Aviation Academy (Flugskdli Akureyrar) is based at the airport.
Air Iceland Connect is responsible for ground handling services at Akureyri Airport.

Akureyri Airport is the centre for Iceland’s ambulance flights, as the Myflug airline has an agreement
thereto with the Ministry of Health. The travel agency Voigt Travel, in collaboration with the aircraft
operator Transavia, offered chartered flights from the Netherlands to Akureyri, twice a week from Fe-
bruary to March. The plan was to continue with the flights into the summer, but these were cancelled
as of March due to Covid-19. There were chartered flights from Akureyri to Tenerife at the beginning of
the year. In addition, chartered flights to the Faeroe Islands were also operated.

At Egilsstadir, Air Iceland Connect deals with ground handling services for private and leased aircraft.
There were, however, no chartered flights from Egilsstadir this year.

Reykjavik Airport has two runways (1,567 and 1,230 m long), Akureyri Airport has one (2,400 m) and
Egilsstadir Airport has one (2,000 m). Other airports and landing sites have runways ranging from 634
m to 1,887 m in length.

NUMBER OF INTERNATIONAL AIR- NUMBER OF DOMESTIC AIRPORTS IN
PORTS IN ICELAND ICELAND

4 9

NUMBER OF LANDING STRIPS IN
ICELAND

30

The largest customers of Isavia's flight navigation services are Icelandair, United Airlines, Air Greenland,
Qatar, Emirates, Lufthansa, Turkish Airlines, British Airways, SAS, Air Canada, Delta Air Lines, Air India,
US Privat og KLM. These airlines fly the greatest number of kilometres within the Icelandic flight traffic
control area. Icelandair is the largest user of the flight navigation services at Keflavik Airport.
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SCOPE OF OPERATIONS AT KEFLAVIK AIRPORT

The year 2020 has posed considerable challenges globally, not least the aviation sector. Keflavik
International Airport, as other airports, felt this keenly, as by mid-March, air traffic through the airport
began to decrease. January and February were as predicted despite extensive flight cancellations due
to weather conditions in January.

During this period, there were 15 aircraft operators with regular flights to Keflavik, or one fewer than
the year before, as WOW air ceased operations at the end of March 2019. To put this into context,
there were four in 2012 and 12 in 2016. Air traffic in April and May was almost non-existent, or around
1-2 flights a day or none at all on some days.

On 15 June, some hope was rekindled within the Icelandic tourism sector when the authorities decided
to open the borders to a limited extent. Responses from aircraft operators were immediate, as there
was no lack of interest in coming to Iceland. The number of airlines flying to Iceland immediately
increased to seven and then very shortly thereafter to 14, offering 34 destinations before the second
wave of infections began in Iceland. The authorities subsequently issued an order for a double screen-
ing process as of mid-August for passengers arriving in Iceland. Soon after these changes were made,
air traffic decreased and the number of passengers steadily decreased until in December, when num-
bers rose slightly due to Christmas.

Goods transportation has increasingly been transferred to passenger flights in recent years (i.e. belly
cargo), and regular air freight transportation has fallen considerably. This, however, increased
significantly in 2020 to 77%, compared to 2019, as passenger transport has, for the most part, been
almost non-existent. Three operators are responsible for regular freight flights to Iceland, i.e. Icelanda-
ir, Bluebird and DHL. Four handling agents operate at Keflavik Airport: Icelandair, Airport Associates,
South Air and Iceland Jet Centre.

Isavia introduced a new incentives system in April this year after working on preparations towards the

end of 2019. The new incentives system is well designed to assist airlines in the decision to reinstate
flights to Iceland, although it is clear that once operators see that the pandemic is receding or when
travel conditions improve, Keflavik Airport and Iceland will have to compete with other destinations. As
a result, it is vital to establish a dynamic incentives programme to attract these operators to return.

The total number of passengers in 2020 was 1,374 thousand, as compared to 7,249 thousand the year
before, or a decrease of around 81%. Despite increased freight movement flights, these decreased by
almost 10%, which clearly shows how much freight was transported with passenger flights before the
pandemic hit. Keflavik Airport has two runways, which are 3,054 m and 3,065 m long.

Numerous passengers take advantage of Keflavik Airport as a transit airport, and Icelandair uses the
airport for such purpose on routes between Europe and North America. The minimum flight connection
time for passengers at Keflavik Airport is 25 minutes.

EGILSSTADIR AIRPORT LONGEST
RUNWAY

2.000 m

REYKJAVIK AIRPORT LONGEST
RUNWAY

1.567 m

AKUREYRI AIRPORT LONGEST
RUNWAY

2.400m

KEFLAVIK AIRPORT LONGEST RUNWAY

3.065

INTERNATIONAL FLIGHTS AT REGIONAL AIRPORTS

The past few years have seen considerable collaboration between the marketing centres in North and
East Iceland. Isavia Regional Airports and islandsstofa (Promote Iceland) worked together during the
year on a project initiated by Flugpréunarsjédur (the Flight Development Fund) to strengthen the mark-
eting of airports in Northeast Iceland. The results of the project showed that there were opportunities
for even greater collaboration and that the airports could be marketed as two options for direct access
to unique natural environs and wide open spaces. Isavia Regional Airports and islandsstofa will
continue with this project and advertise the airports, the infrastructure and services available, while
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the role of the marketing centres will continue to be to advertise the destinations and goods availability
and to prepare to receive future guests.

An important step was taken in 2018 when the British travel agency Super Break launched flights to
Akureyri with groups of tourists from the UK. Flights were operated for three months in early 2018 and
then from New Year 2018/19 through to March 2019. The flights were popular, but unfortunately, the
company suffered a stoppage of operations in August 2019 and their planned schedule for winter
2019/2020 did not, therefore, materialise. The travel agency Voigt Travel was responsible for 16 flights
between Akureyri and Rotterdam during the 2019 summer season. These flights have been considera-
bly well received. In February 2020, the company again began selling flights between Akureyri and
Rotterdam, which lasted to 9 March, but the company had to cancel its summer schedule due to the
pandemic.

PASSENGER AND TRAFFIC FORECASTS

Isavia compiles a traffic forecast at least once a year for the company’s core operations for passenger
numbers at Keflavik Airport and for traffic in Icelandic airspace.

Traffic in the Icelandic air traffic control area is assessed in accordance with information from a working
group entitled the Economic Financial Forecasting Group (EFFG). The working group, which prepares a
forecast for air traffic over the North Atlantic, is made up of all service providers and representatives of
associations using the service in the North Atlantic.

The passenger forecast for Keflavik Airport is usually compiled at the end of each year for the coming
year and is published in November or December. The forecast was issued rather late due to uncerta-
inties regarding the use of the 737 MAX aircraft of Icelandair, as these had all been grounded.

By mid-March, however, all forecasts were obsolete due to the pandemic. This meant that it was only
possible to rely on in-house passenger forecasts during planning, and no real public forecast was
issued. In a normal year, the company relies on the booking status of aircraft operators, flight
schedules and extensive information exchange with the airlines. Due to the uncertainties, these aspects
have not been available and passenger statistics therefore garnered to some extent from information
provided from the airlines and the experience and knowledge gained in recent years.

VALUE CREATION

Isavia is a company that plays an important role both community-wise and in an economic sense. Isa-
via's airports, especially Keflavik International Airport, create value for the community and the
economy, both in Iceland and elsewhere in the world. Direct flight connections are extremely
important. The more direct connections by flight from Iceland to the main cities of the world, the easier
it is for Icelandic companies and private persons to engage in business overseas and export goods and
seek international experience. In addition, they increase the interest of overseas companies to begin
operations in Iceland. An analysis has been carried out in Europe which indicates that an increase in
flight connections of 10% produces 0.5% economic growth.

Airports are important business centres and directly and indirectly strengthen the creation of economic
and social value for the communities that their operations touch. Being located close by an airport
allows companies and their value chains to enjoy the benefits of their close proximity and directly and
indirectly support positive economic developments for such areas.

Isavia has, through e.g. the preparation of its Masterplan to 2040, examined the possibility of
constructing, in the operating area of the airport, an Airport City. There are numerous opportunities
that arise from creating an Airport City. This consists of the area that covers the airport, the terminal,
cargo areas, office buildings, shops and services as well as hotels. The area could support the
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development of operations, both flight-related and non-flight-related, and enjoy the benefits of being
located near an international airport with strong flight connections to gain a competitive edge. Clear
policies towards such goals can result in an increase in goods and services transactions, attract
increased foreign investment in Iceland, increase the number of valuable jobs and increase the

prosperity of all Icelanders

A total of 537 employees work in the largest operation unit of Isavia at Keflavik Airport. In addition,
hundreds of employees work in other companies that have operations in direct connection with the
airport. Approximately 163 companies have long-term access authorisations to Keflavik Airport. These
are companies or public bodies with facilities within the airport and the companies that provide them

with services.

Isavia’s contribution to the community consists of a range of different elements. Some of Isavia’s
contributions are in the form of taxes and public levies that the Group pays or collects, together with

matching contributions to employee pension funds.

RODUCERS

4 p?“-

f

Direct economic value generated and distributed GRI 201-1

2020

Diract aconomlc value genaratad
Revenues 14.858 mkr

Economic value distributad
Operarting costs 5.633mkr
Employee wages and benefits 14.067 mkr.
ents to providers of capital 1186 m.kr.
ayments to government 2071 mkr.
Investments 3.153 mkr.
Community investments smkr
Economic value retalned -11.268 mkr.
1081

Avarage number of positions

ISAVIA'S TAX FOOTPRINT 2020 - 7.066 M.KR.

M Employment tax
Corporate income tax

M Alcohol and tobacco taxes

M Property taxes

M Other taxes

M Employer pension fund

Social security contibution

<
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DEVELOPMENT

DIGITAL DEVELOPMENT AND IT

Isavia endeavours, in tune with its strategy, to continuously strive to adopt new technology and
procedures. In an effort to ensure the focus on these strategic guidelines and the importance of future
digital development in the operation of the company, a separate support division for these issues was
created at the end of 2019. Isavia is a service company in airport operations, and the role of IT in this
context is to create a digital venue for employees, partners and customers. Thus, the company supplies
important infrastructure and internal services to increase economisation, efficiency and services
security to those who pass through Keflavik Airport.

Efforts were made in 2020 to focus on internal aspects and assess the manner in which digital
developments and IT can support Isavia’s future vision. The decision was made to formulate a policy for
the issue, establish guiding lights for the future and a clear framework regarding decisions and infor-
mation provision. Work on the IT policy began at the end of 2020 and will be completed in early 2021.
Clear objectives were established for the issues for 2021, with a focus on data-driven decision making.
The idea is to focus on strengthening data warehouses and increase management access to infor-
mation. The main criteria is that access to information is open unless there are specific reasoned
arguments that this should not be the case.

The operation in 2020 was characterised by the challenges posed by Covid-19. The first task of the new
division was to lead the adoption of Microsoft Teams, which is a dynamic collaborative and
communication tool. The adoption of Teams was quite speedy and successful during the work-at-home
trend during the year and is now one of the basic tools used by employees. The company has been able
to adopt new procedures as regards filing, the manner in which employees work together and how
projects are managed.

Isavia and its subsidiaries employ numerous employees who undertake a wide range of tasks. To
strengthen communications between the groups working in different locations within Iceland, and to

bolster team spirit, the decision was made to adopt Workplace, a communications medium for wor-
kplaces. The medium is based on the same characteristics and interfaces as Facebook while still being
specially designed for company environments where access is easy from any location and at any time.
It is easy to access information on the company, the work and the projects in progress. The adoption of
Workplace was a success and was carried out during the second wave of the pandemic in 2020.

The company also adopted electronic signatures in 2020, and the adoption of the first stage of the
project has been completed. At present, electronic signatures are used in conventional agreements
with suppliers and employees. The project supports the environmental goals of the company as regards
reducing the carbon footprint of its operations and has also helped the company to maintain
conventional operations despite the ban on gatherings. The next work components involve the
customers of Isavia and applications to the external website of Isavia.

KEFLAVIK INTERNATIONAL AIRPORT

The Leif Eiriksson Air Terminal was inaugurated in April 1987. It was, at the time, around 20,000 m2. At
present, it is approximately 73,000 m2, 3.5 times larger than when opened. During the terminal’s first
year of operation, 750 thousand passengers passed through it. In 2019, this number had risen to 7.25
million passengers. This is beyond what was stated in the basic passenger forecast of the Masterplan
for Keflavik Airport. The schedule assumed 8.8 million passengers in 2025 and 13.8 million passengers
in 2040.

It is clear, therefore, that to meet international service standards, the airport’s capacity will have to be
increased, and the development plan for Keflavik Airport is prepared to meet this need. The schedule is
based on an extensive needs assessment. The tasks of the schedule are divided between air terminal
projects, airport systems projects and road construction projects. Work was begun in 2020 on design-
ing projects that will be tendered, and construction will begin in 2021.
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AIR TERMINAL SYSTEMS

This year we plan to issue invitations to tender for projects relating to two extensions to the Leifur
Eiriksson Air Terminal. Construction is expected to be complete in 2022. One is a single-floor extension
with a basement that will improve the baggage processing of arrivals in the terminal. Considerable
changes will be made to the internal organisation of the arrivals area, and a part of this is the instal-
ment of new baggage handling systems.

The other is an extension on two floors, without a basement, attached to the south building of the
terminal. This is intended to improve the facilities offered to passengers passing through the
departures gates at the east end of the south building. Included in the project is a new passenger boar-
ding bridge (PBB).

RUNWAY SYSTEMS

An invitation to tender for the construction regarding two taxiways at Keflavik Airport will be issued
and are to be completed this year. One is a new 1200 m taxiway for aircrafts that links the terminal’s
apron to the runway, and the other is maintenance and renewal of lighting equipment on one of the
airport’s large taxiways. The new taxiway will increase the safety and efficiency of the runway system

ROADWORKS

The plan is to issue an invitation to tender for two new roads within the airport area and to finish their
construction this year. One of these roads is a 1500 m long service road to the construction site and
will, in the future, be of use for goods transport to and from the airport area and the terminal. The
other is a 500 m circular connection which will link the current traffic system in the forecourt of the
terminal to the current layout of Reykjanesbraut. This will considerably improve road safety and will

decrease traffic blockages at the terminal.

Another project for 2021 is the initiation of the design or continuance of projects that are next on the
development schedule. The airport terminal projects are, according to the development schedule, as
follows:

. The continued broadening of the concourse between the north and south buildings, with new
borders and the enlargement of the food and beverage area.

. A new concourse with up to 17 aircraft gates with gangways together with gates for remote
stands.
o New service desks for arrivals and departures passengers in the new north building, together

with an area for baggage screening.

The airport systems projects are intended to increase the capacity and safety of the runway system and
eliminate the bottlenecks that could form there. These projects include a de-icing apron, new access
taxiways, a fast-track taxiway and other connections between aprons and taxiways. In addition, work
has begun on preparations for a vehicle parking building to the west of the Leifur Eiriksson Air
Terminal.

Invitations to tender for project management and project supervision as regards the construction at
Keflavik Airport were completed at the end of 2019 and resulted in a long-term agreement with the UK
construction and consultancy firm Mace. Mace employees began work at the beginning of 2020, and
there are, as a rule, 2—4 employees in Iceland who are involved in the preparations for construction.

Mace will be responsible for the project and its supervision as regards the planned construction, includ-
ing the construction of the East Pier, a new concourse to the east and the construction of a new airport
building. In addition, the company will also provide consultancy services for other Isavia projects at
Keflavik Airport, including a linking building for the widening of the boarding corridor between the
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north and south building of the airport. There is still some way to go before construction can begin on
the East Pier and the new terminal, as construction of this magnitude requires several years of prepara-
tory work. The work of Mace during the year has included the organisation of project management,
project governance, risk assessment, communications with stakeholders, sustainability and more.

ISAVIA REGIONAL AIRPORTS

Maintenance work is carried out on runways, aprons and buildings each year, insofar as funds allow.
The following regional airports were painted during the year: Reykjavik, Akureyri, Egilsstadir, Hofn,
Vopnafjordur, borshofn, Bakki, Sandskeid, Gjogur and Reykjahlid. The volume of paint used was: 10,359
litres of white, 1,124 litres of yellow and 468 litres of black.

A number of urgent tasks were undertaken in 2020, which were on the National Transport Policy
schedule, and in addition, funds were allocated through the economic efforts of the government. An
example of these is the overlay laid at Pérshofn Airport and isafjérdur Airport, the latter of which also
had its parking area asphalted at long last.

Bakkaflugvollur Airport and Reykhdlar Airport, moreover, were repaved. The precision approach path
indicator (PAPI) was renewed at Blénduds Airport and is a vital piece of equipment for ambulance
flights. Work on the renewal of runway lights at Hornafjordur Airport began in the autumn but was
then postponed to the spring due to weather conditions.

At Reykjavik Airport, the aprons at Basar were paved. This project was vital, as this part of the airport is
first and foremost used for smaller jets and private aircraft. The fencing around the area controlled by
the Coast Guard Patrol was renewed. Over 1,500 m of barbed wire was laid on top of the airport fence
to ensure flight protection.

At Akureyri Airport, work on the installation of ILS equipment was completed and the ILS equipment

deployed at the end of January 2020. The new approach improved access to Akureyri considerably. The
approach is important to both the aircraft that regularly fly to the airport according to schedules to and
from the airport as well as being extremely important for new operators arriving in Akureyri. Norlanda-
ir, for example, has voiced its approval of the approach, and it proved its worth when Transavia came
to Akureyri Airport at the beginning of the year in what can only be termed as demanding
circumstances.

Work on a new apron at Akureyri Airport continued in 2020 with the completion of the design of the
lower foundations. Work was carried out on a new fuel depot area at Akureyri Airport in the latter part
of 2020 when fuel tanks were moved to a new location at the planned new apron. In addition, the use
of the septic tank for the air terminal in Akureyri was discontinued and a new wastewater treatment
plant put into use. The wastewater treatment plant is an environmentally friendly solution, and its use
is a huge step in the environmental issues of Akureyri Airport.

The design of a new addition to the Akureyri Airport terminal began in 2020. The addition is intended
for international flights and will help the airport to establish itself as an international airport.

At Egilsstadir Airport, the office facilities were renewed and the roof repaired.

On the basis of the economic efforts expended by the authorities, an agreement was reached with
Flugmalafélag islands (the Icelandic Aeronautical Association of Iceland) for the maintenance of smaller
landing fields. The Association embarked on improvements to landing fields such as that at Hella A-
irport and will continue to undertake such projects during 2021.

ISAVIA ANS

Projects relating to the renewal of flight data systems of the Air Traffic Control Centre were continued.
The system, named Polaris, will be designed by Tern Systems, a subsidiary of Isavia ANS, in co-
operation with Isavia ANS.
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PLANNING AND DEVELOPMENT

The development plans for Keflavik Airport are updated on a yearly basis, and its Master Plan is
updated approximately every five years. The airport’s Masterplan and Development Plan communicate
our plans for expansion to the local community. The economic impact of the airport on the nearby
community and the Icelandic economy in general is considerable, as is the importance of the airport for
Iceland’s main industry, tourism. Stakeholders have great expectations for successful development,
and the Development Plan deals in particular with the cost estimates and time schedules for the work
and analyses passenger patterns and air traffic in the context of building plans.

The Development Plan for Keflavik Airport was updated in 2019, and the Masterplan was presented in
2015. Both the Development Plan and the Masterplan should have been updated in 2020 but were
postponed due to uncertainties in the flight services sector. We anticipate that new updates of both
will be advertised in 2021.

The airport’s Masterplan and Development Plan are optional — they are not acknowledged in Icelandic
legislation and planning environment, but they are used abroad. The aim is to communicate a future
vision for the airport, setting out phasing and flexible plans that take into account passenger and traffic
forecasts and communicate information on building plans to stakeholders. Planning of this type is an
approach that Isavia has selected to set forth its building and development plans. The airport has gone
further in its assessment of the environmental impact and has demonstrated that the overall impact of
its Development Plan goes further than the requirements laid down in environmental impact assess-
ment legislation.

The airport’s Masterplan and Development Plan have been approved by Isavia’s Board of Directors
after having been considered by the Executive Board. The Masterplan is a future vision for the airport
as regards land use and communications with the community connected to the airport. The
Development Plan is issued once or twice a year and covers the next seven years. The Masterplan

covers the next 25 years and is issued every 3-5 years. The updated development plan shows new
areas of developments and the changes that have been made to plans over the last five years — since
the last version in 2015.

The Development Plan is presented to stakeholders and at consultation meetings, and comments are
invited. The websites of the development plan and construction plans are used to communicate infor-
mation and invite comments from stakeholders. Actions are prioritised in terms of importance on the
basis of a needs assessment and requirements based on user expectations and international
regulations and standards. This approach of formulating a Masterplan and Development Plan is sy-
stematic, and Isavia has acquired certain experience in this regard. Both the Development Plan and the
Masterplan have been issued twice.

The Development Plan is sent in its entirety to the Icelandic National Planning Agency, where the envir-
onmental impact of the planned building work is assessed. Environmental impact assessments are
usually linked to individual projects, but the Development Plan enables the overall impact of the
planned works to be assessed before work beginning over the coming years, taking into account the
increased capacity and impact on environmental and social factors.

The environmental impact assessment of the Development Plan shows the effect that the expansion
plans and mitigations measures for the airport will have. Several projects proposed in the Development
Plan and Masterplan promote reducing the environmental impact of the airport, such as a de-icing
apron and shortening taxiing distances for aircraft. The design for the airport expansion takes account
of the BREEAM environmental certification system.

MASTERPLAN
For more information on Keflavik Airport Masterpland and Major Development Plan see here:

https.//www.isavia.is/en/corporate/business/keflavik-airport/business-opportunities/masterplan-kef
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Keflavik Airport causes an increased indirect environmental impact, but greater capacity will create
jobs and bring economic benefits for the immediate community. In this connection, we shall have to
expect some undesirable consequences of increased air traffic, such as noise, more cars on Iceland’s
roads, carbon dioxide emissions, etc. Isavia monitors noise and air pollution near the airport and
officially publishes the findings. Isavia also favours environmentally friendly solutions for expanding the
airport and terminal.

It is difficult to assess the indirect impact of the operations at Keflavik Airport, but a report
commissioned by Isavia on the significance of airport development for the future clearly shows the
expected direct economic impact.

The British construction and consultancy firm Mace has, as of the beginning of 2020, worked as Isavia’s
partner in the development of Keflavik Airport. The company will be responsible for project mana-
gement and supervision as regards upcoming construction. It will also be invaluable for providing its
expertise in such large projects. Among the tasks Mace undertook in 2020 was to define consultation
processes with stakeholders as regards construction at Keflavik Airport and to establish ambitious
development plans for the airport as regards its future legacy and the sustainability of the work.
Particular attention was paid to the effects on neighbouring communities, employment opportunities
and environmental issues.

When formulating its Masterplan, Isavia has endeavoured to foster good relations with the immediate
community. Consultation meetings are held when devising plans, and plans are regularly presented to
stakeholders and the media.

Isavia has set up a consultation forum in conjunction with the immediate community — under the aegis
of the UN Global Goals — and has good relations with the main stakeholders. The collaborative project,
entitled Sudurnesjavettvangur (Sudurnes Forum), involves the four municipalities in the Sudurnes
region — Grindavikurbaer, Reykjanesbaer, Sudurnesjabaer and Vogar — together with Isavia, Kadeco and
the Association of Sudurnes Municipalities. Numerous meetings were held by the representatives

appointed by these groups in 2020. Four groups were appointed to address specific issues, and all su-
bmitted their proposals for remedies that accorded with the Global Goals. A discussion meeting was
subsequently held in November where 140 members participated in lively discussions on the four
issues at hand. An announcement was made at the end of the meeting that all those involved in the
Sudurnes Forum would sign a declaration pledging to speed up the adoption of the circular economy in
the area.
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FLIGHT STATISTICS

INTERESTING FLIGHT STATISTICS

Isavia publishes statistics on passenger numbers, flight movements, cargo transportation and traffic
through Icelandic airspace.

PASSENGERS AIRCRAFT MOVEMENTS

Total passenger movements through Isavia airports numbered just over 1.7 million in 2020, whichisa  Flight movements in Isavia airports were almost 104,000 in 2020, or a decrease of 40% from the year
79% decrease from 2019. The number of international passengers using Icelandic scheduled-flight a- before. Flight movements between countries were just over 19 thousand, or a 66% decrease from
irports decreased from just under 7.3 million to just under 1.4 million, i.e. a decrease of some 81% year 2019. The greatest decrease was in Keflavik Airport, or around 67%; at Reykjavik Airport, the decrease
-on-year. There were decreases at all Icelandic airports, i.e. 50% in Egilsstadir Airport, 77% at Akureyri ~ was approximately 50%, 48% at Akureyri Airport and 31% at Egilsstadir Airport. Flight movements
Airport, around 81% at Keflavik Airport and almost 89% at Reykjavik Airport. The number of domestic within Iceland decreased from more than 116 thousand in 2019 to a little less than 85 thousand in
passengers fell over the same period, from just under 653,000 to just over 320,000, i.e. a decrease of 2020, or approximately 27%.

some 51%.

NUMBER OF PASSENGERS AT ALL ISAVIA AIRPORTS NUMBER OF FLIGHT MOVEMENTS

M International Passengers Domestic Passengers M Domestic International
12500.000 250.000
10.000.000 200.000
7.500.000 150.000
5.000.000 100.000
2500.000 l I I I I I I 50.000
a :

; 2009 2010 20m 2012 2013 2014 2015 2016 2017 2018 2019 2020 © wog 20 2o 2012 2013 2014 2015 2016 2017 2018 2019 2020

Annual and CSR Report 2020 | 64



9))1@ Isavia

FREIGHT TRANSPORTATION

In total, almost 50,000 tonnes of goods were transported through the company’s airports in 2020, a
decrease of more than 10% from the previous year. Goods transportation between countries was a
little more than 49,000 tonnes in 2020, a decrease of almost 10% between years. Goods transportation

within Iceland was just over 897 tonnes in 2020, a decrease of just over 20% from 2019.

NUMBER OF FREIGHT TRANSPORTATIONS (TONNES)

M Internaticnal Damestic
2009 2010 201 2012 2013 2014 2015 2016 2017 2008 2019 2020

AIR TRAFFIC CONTROL

Just over 75,000 aircraft passed through Icelandic airspace in 2020, a decrease of around 58% from
2019. A total of over 103 million kilometres were flown in the Icelandic air traffic control area in 2020,
or more than 58% fewer than in 2019. Just over a quarter of all air traffic over the North Atlantic
crosses the Icelandic air traffic control area, which is controlled by Isavia. The area is quite unique
among oceanic areas, thanks to its flexibility as regards flight routes and altitudes.

NUMBER OF AIRCRAFTS USING THE AIRSPACE
250.000
200.000
150,000 145.891

101503 102275
100.000

2009 2010 2ol 2012 2013 2014 2015 2016 2017 2018 2019 2020
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KEY FIGURES FROM OPERATIONS 2020

Passenger movement through the airports of Isavia overall were 1.7m in 2020, a decrease of 79% from
2019. The number of international passengers using Icelandic scheduled-flight airports decreased from
just under 7.3 million to just under 1.4 million, i.e. a decrease of some 81% year-on-year. The number
of domestic passengers fell over the same period, from just under 653,000 to just over 320,000, i.e. a
decrease of some 51%.

The operating revenues of the Group amounted to almost ISK 14.7bn and decreased by ISK 23.7bn
between years, or by around 62%. EBITDA, i.e. earnings before depreciation, financial items and taxes,
decreased by almost ISK 13.0bn. The total assets amounted to ISK 80.5bn at year-end 2020, an
decrease of ISK 0.17bn between years. The position of cash and cash equivalents continued to be
strong by the end of the year. The company's owner increased its share capital by ISK 4,0 bn in June
2020 in support of the company's investment plans. Isavia’s tax footprint for 2020 was ISK 7,066m. This
is the proportion that the Group pays or collects in the form of taxes and public levies, together with
matching contributions to employee pension funds.

REVENUE OVERALL RESULT EQUITY INVESTMENT ACTIVITIES
14.737 mkr. =13.179 m.kr 27.259 m.kr =3.329 mkr.
RETURN OF EQUITY EQUITY RATIO AVERAGE NUMBER OF POSITIONS TAX FOOTPRINT
-41,4 % 33,9 % 1.081 7.066 mkr.

From the profit and loss account (million kr.) 2020 2019
Revenue 14737 38.454
EBITDA 6137 6.775
EBIT -10.054 2906
Financial income/expenses -4.875 1.410
Profit before taxes -14929 1.496
Operating profits 13.178 1199
From the balance sheat (milllen kr.) 2020 2019
Property, plant and equipment 57.194 57.550
Assers Bo.477 80.643
Equity 27.259 36.466
Interest-bearing liabilities 48104 36.221
Current ratio 203 1,94
From the statament of cash flows (million kr.) 2020 2019
Operating activities 7.874 9.032
Investment activities 3329 3895
Financing activities 10.972 1.383
Cash and cash equivalents at the end of period g9.372 g.167
Financlal ratlos 2020 2019
Contribution margin 4164% 17,696
Profit margin 8g,42% 31%
Rate of return on assets 0,18 0,48
Return of equity 4136% 3,34%
Earnings per I5K of share capital -1.38 0,21

0 33.87% 45,229
Average number of positions 1081 1357
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TOTAL INCOME

2020 (%)

M Income from airport services
Income from property and parking
M Goods sold
M Income from Internaticnal air navigation services
M Other income

2019 (%)

M Income fram airport services
Income from property and parking
M Goods sold
M Income from International air navigation services
M Other income

INCOME FROM AIRPORT SERVICES

2020 (%)

2

M Service agreement with Ministry of Transport
Landing charges

M Airpart security fees

M Passenger fees

B Other costs

2019 (%)

M Service agreement with Ministry of Transport
Landing charges

M Airport security fees

M Passenger fees

M Other costs

OPERATING EXPENSES

2020 (%)

M Costs of goods sold
Salaries and other personal expenses
M Administrative expenses
M Other operating expenses
M Depreciation

2019 (%)

<

-

W Costs of goods sold
Salaries and other personal expenses
M Administrative expenses
M Other operating expenses
M Depreciation
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GRI INDEX

GRI CONTENT INDEX

Isavia’s Annual and CSR report 2020 is published in accordance with the criteria of the Global Reporting Initiative GRI Standards: Core option and GRI-G4 Airport Operator Sector Disclosures. Personnel from all
divisions of the company participated in gathering content and writing of the report. Information in the report originates from the company’s IT systems and reflect current knowledge at the time. The
reporting period is 2020 calendar year. Status: eFulfilled o Partly fulfilled. UNGC = connection to UN Global Compact. SDG = connection to relevant UN Sustainable Development Goals.

GRI 102:2016 General Disclosures

Organizational Profile

GRI102-1 Name of the organization |savia ohf °
GRI1102-2 Activites, brands, products, and services Operation °
GRI1102-3 Location of headquarters Dalshraun 3, 220 Hafnarjérdur °
GRI1102-4 Location of operations . .
Isavia operates only in Iceland. The company owns R
three subsidiaries: Isavia ANS, Isavia Regional Airports
GRI102-5 Ownership and legal form Isavia is a public limited company .
GRI 102-6 Market served. Additionally, for airports: Catchment area for passengers and cargo Operation
originating in the vicinity of the airport. Business Partners °
Flight Statistics
GRI 102-7 Scale of reporting organization. Additionally, for airports: Estimated number of .
. . - . . Operation
employees in the reporting organization, size of airport, number and length of runways, i R
stating whether they are primary or crosswind runways, minimum connection time l.Jman e.so.urces O
X . . .. Flight Statistics
between flights at the airport, number of operations, number of airlines served, and Kev Fi
number of destinations served. .ey |gures
Financial Statement 2020
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Committee (in icelandic)

GRI 102-8 Information on employees and other workers Human Resources ° 6
GRI 102-9 Supply chain Stakeholders °
GRI 102-10 Significant changes to the organization and its supply chain Message from the CEO
Chairman’s Statement °
Operation
GRI 102-11 Precautionary Principle or approach Corporate Governance °
GRI 102-12 External initiatives Social Participation °
GRI 102-13 Membership of associations Social Participation (]
Strategy
GRI 102-14 Yfirlysing fra aedsta akvordunartaka Message from the CEO L]
Ethics and Integrity
GRI 102-16 Values, principles, standards, and norms of behavior Corporate Governance N 10
Isavia’s Code of Conduct
Governance
GRI102-18 Governance structure Corporate Governance °
GRI 102-20 Executive-level responsibility for economic, environmental, and social topics Operation °
GRI102-21 Consulting stakeholders on economic, environmental, and social topics Material Aspects Director of Corporate Strategy and Sustainability on N
behalf Managing Director
GRI 102-22 Composition of the highest governance body and its committees Corporate Governance o
Statement (in icelandic)
GRI102-23 Chair of the highest governance body Rules of procedure for the
Board of Directors (in °
icelandic)
GRI 102-25 Conflicts of interest Corporate Governance o
Statement (in icelandic)
GRI 102-32 Highest governance body’s role in sustainability reporting CEO is principal °
GRI 102-33 Communicating critical concerns Via the CEO and Excecutive Board .
GRI 102-35 Remuneration policies Remuneration Policy °
GRI 102-36 Process for determining remuneration Rules of procedure of the
Isavia ohf. Remuneration °

Annual and CSR Report 2020 | 69




ﬂ)l\kk\ Isavia

Stakeholder Engagement

Financial Statement 2020

GRI 102-40 List of stakeholder groups Material Aspects

Stakeholders o

Business Partners

Human Resources
GRI 102-41 Collective bargaining agreements Human Resources ° 3
GRI 102-42 Identifying and selecting stakeholders Material Aspects °
GRI 102-43 Approach to stakeholder engagement Material Aspects

Stakeholders o

Business Partners

Human Resources
GRI 102-44 Key topics and concerns raised Material Aspects

Objectives and

Improvements N

Stakeholders

Business Partners

Human Resources
Reporting Practice
GRI 102-45 Entities included in the consolidated financial statements Financial Statement 2020 °
GRI 102-46 Defining report content and topic Boundaries Material Aspects °
GRI 102-47 List of material topics Material Aspects °
GRI 102-48 Restatements of information Material Aspects °
GRI102-49 Changes in reporting Material Aspects [
GRI 102-50 Reporting period Report for calendar year 2020 °
GRI 102-51 Date of most recent report 26. march 2020 [
GRI 102-52 Reporting cycle Yearly [
GRI 102-53 Contact point for questions regarding the report isavia@isavia.is °
GRI 102-54 Claims of reporting in accordance with the GRI Standards Material Aspects °
GRI 102-55 GRI content index GRI Index o
GRI 102-56 External assurance Message from the CEO e e AR s SEman

Material Aspects °

Independant advisors report and verification
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ECONOMIC

GRI 201: 2016 Economic Performance

GRI103-1

Explanation of the material topic and its boundary

Material Aspects
Operation
Financial Statement 2020

GRI 103-2

The management approach and its components

Corporate Governance
Operation
Financial Statement 2020

GRI 103-3

Evaluation of the management approach

Corporate Governance
Operation
Financial Statement 2020

GRI201-1

Direct economic value generated and distributed

Scope of Operations
Financial Statement 2020

GRI 203: 2016 Indirect Economic Impacts

GRI 103-1

Explanation of the material topic and its boundary

Operation
Material Aspects
Scope of Operations

GRI103-2

The management approach and its components

Corporate Governance
Operation

Objectives and
Improvements

Scope of Operations
Development

GRI 103-3

Evaluation of the management approach

Corporate Governance
Operation

GRI 203-1

Infrastructure investments and services supported. Additionally, for airports: Relevance

to the airport sector because of high impact on local economies

Objectives and
Improvements

Scope of Operations
Development

Financial Statement 2020

GRI 203-2

Significant indirect economic impacts

Scope of Operations
Development
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GRI 204: 2016 Procurement Practices
GRI 103-1 Operation
Material Aspects °
Stakeholders
GRI 103-2 The management approach and its components Corporate Governance °
Operation
Objectives and
Improvements
Stakeholders
GRI103-3 Evaluation of the management approach Corporate Governance
Operation °
Stakeholders
GRI 204-1 Proportion of spending on local suppliers Stakeholders °
EVIRONMENT
GRI 302: 2016 Energy
GRI103-1 Explanation of the material topic and its boundary Operation
Material Aspects °
Stakeholders
GRI 103-2 The management approach and its components Operation
Material Aspects
Objectives and o
Improvements
Evironmental Issues
Climate
GRI103-3 Evaluation of the management approach Objectives and
Improvements °
Climate
GRI 302-1 Energy consumption within the organization Climate ° 7,8
GRI 302-2 Energy consumption outside of the organization Climate ° 8
GRI 302-4 Reduction of energy consumption. Additionally, for airports: Important for airports to Climate . 39
share sectoral best practice !
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GRI 303: 2016 Water

Climate

GRI103-1 Explanation of the material topic and its boundary Operation
Material Aspects °
Evironmental Issues

GRI 103-2 The management approach and its components Operation
Objectives and .
Improvements
Evironmental Issues

GRI103-3 Evaluation of the management approach Operation N
Evironmental Issues

GRI 303-1 Water withdrawal by source Evironmental Issues o 3

GRI 304: 2016 Biodiversity

GRI 103-1 Explanation of the material topic and its boundary e .
Material Aspects

GRI 103-2 The management approach and its components Operation R

GRI 103-3 Evaluation of the management approach e o

GRI304-1 Operational sites owned, leased, managed in, or adjacent to, protected areas and areas _ .

. L . . Evironmental Issues . 8
of high biodiversity value outside protected areas
GRI 304-4 IUCN Red List species and national conservation list species with habitats in areas .
. Evironmental Issues °
affected by operations

GRI 305: 2016 Emissions

GRI 103-1 Explanation of the material topic and its boundary Operation
Material Aspects .
Environmental Issues
Climate

GRI103-2 The management approach and its components Operation
Objectives and
Improvements °
Environmental Issues
Climate

GRI 103-3 Evaluation of the management approach Operation
Environmental Issues °
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GRI 305-1 Direct (Scope 1) GHG emissions Climate . 7,8
GRI 305-2 Energy indirect (Scope 2) GHG emissions Climate ° 7,8
GRI 305-3 Other indirect (Scope 3) GHG emissions Climate . 7,8
GRI 305-4 GHG emissions intensity Climate ° 8
GRI 305-5 Reduction of GHG emissions. Additionally, for airports: Reference to ACI-ACA Airport .
L Climate . 8,9
Carbon Accreditation Program
GRI 305-7 Nitrogen oxides (NOX), sulfur oxides (SOX), and other significant air emissions Climate ° 7,8
GRI 306: 2016 Effluents and waste
GRI 103-1 Explanation of the material topic and its boundary Operation
Material Aspects o
Evironmental Issues
Recycling
GRI 103-2 The management approach and its components Operation
Objectives and
Improvements o
Recycling
Environmental Issues
GRI 103-3 Evaluation of the management approach Operation
Evironmental Issues °
Recycling
GRI 306-1 Water discharge by quality and destination Evironmental Issues o 7,8
GRI 306-2 Waste by type and disposal method. Additionally, for airports: Report on the weight of Evironmental Issues o 3
waste from international flights Recycling
GRI 306-3 Significant spills Evironmental Issues . 8
GRI 307: 2016 Evironmental Compliance
GRI103-1 Explanation of the material topic and its boundary Operation o
Material Aspects
GRI 103-2 The management approach and its components Operation .
Evironmental Issues
GRI 103-3 Evaluation of the management approach Operation N
Evironmental Issues
GRI 307-1 Non-compliance with environmental laws and regulations Evironmental Issues . 3
Acoustics

Annual and CSR Report 2020 | 74



ﬂ)l\kk‘ Isavia

GRI 307: 2016 Evironmental Compliance

GRI103-1 Explanation of the material topic and its boundary Operation N
Material Aspects
GRI 103-2 The management approach and its components Operation .
Evironmental Issues
GRI 103-3 Evaluation of the management approach Operation o
Evironmental Issues
GRI 307-1 Non-compliance with environmental laws and regulations Evironmental Issues o 3
Acoustics
SOCIAL
GRI 401: 2016 Employement
GRI103-1 Explanation of the material topic and its boundary Operation o
Stakeholder
GRI 103-2 The management approach and its components Operation o
Human Resources
GRI1103-3 Evaluation of the management approach Operation R
Human Resources
GRI 401-1 New employee hires and employee turnover Human Resources ° 6
GRI1401-3 Parental leave Human Resources ° 6
GRI 402: 2016 Labor Management Relations
GRI103-1 Explanation of the material topic and its boundary Operation N
Human Resources
GRI 103-2 The management approach and its components Operation o
Human Resources
GRI103-3 Evaluation of the management approach Operation o
Human Resources
GRI1402-1 Minimum notice periods regarding operational changes Human Resources ° 3
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GRI 403: 2018 Occupational Health and Saftey

GRI 103-1 Explanation of the material topic and its boundary Operation
Material Aspects °
Occupational Saftey and Health

GRI 103-2 The management approach and its components Operation
Objectives and Improvements o
Human Resources
Occupational Saftey and Health

GRI103-3 Evaluation of the management approach Operation
Human Resources o
Occupational Saftey and Health

GRI 403-1 Occupational saftey and health management system Human Resources .
Occupational Saftey and Health

GRI 403-2 Hazard identification, risk assessment, and incident investigation Human Resources N
Occupational Saftey and Health

GRI 403-3 Occupational health services Human Resources °
Occupational Saftey and Health

GRI 403-4 Worker participation, consultation, and communication on occupational health and Occupational Saftey and Health N

safety

GRI 403-5 Worker training on occupational health and safety Human Resources o
Occupational Saftey and Health

GRI 403-6 Promotion of worker health Human Resources
Occupational Saftey and Health ¢

GRI 403-7 Ef;{::io:;;r;ci::’;ﬁg?on of occupational health and safety impacts directly linked by CeanEana) Sy e el o

GRI 403-8 Workers covered by an occupational health and safety management system Occupational Saftey and Health °

GRI 403-9 Work-related injuries Occupational Saftey and Health °

GRI 404: 2016 Training and Education

GRI 103-1 Explanation of the material topic and its boundary Operation
Material Aspects °
Human Resources

GRI103-2 The management approach and its components Operation o
Human Resources

GRI 103-3 Evaluation of the management approach Operation o
Human Resources
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Human Resources
Social Participationi

GRI 404-1 Average hours of training per year per employee Human Resources ° 6
GRI 404-2 Programs for upgrading employee skills and transition assistance programs Human Resources °
GRI 404-3 rP:Vrice?;cage of employees receiving regular performance and career development Human Resources o 6
GRI 405: 2016 Diversity and Equal Opportunity
GRI 103-1 Explanation of the material topic and its boundary Operation
Material Aspects .
Stakeholders
GRI 103-2 The management approach and its components Operation
Objectives and Improvements o
Human Resources
Social Participation
GRI 103-3 Evaluation of the management approach Operation N
Human Resources
GRI 405-1 Diversity of governance bodies and employees Human Resources o
GRI 405-2 Ratio of basic salary and remuneration of women to men Human Resources ° 6
GRI 406: 2016 Non Discrimination
GRI103-1 Explanation of the material topic and its boundary Operation
Material Aspecst .
Stakeholders
GRI 103-2 The management approach and its components Operation
Objectives and Improvements o
Human Resources
Social Participation
GRI 103-3 Evaluation of the management approach Operation N
Human Resources
GRI 406-1 Incidents of discrimination and corrective actions taken Human Resources [J 6
GRI 408: 2016 Child Labor
GRI 103-1 Explanation of the material topic and its boundary Operation
Material Aspects °
Stakeholders
GRI103-2 The management approach and its components Operation
Objectives and Improvements o
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Development

GRI 103-3 Evaluation of the management approach Operation N
Stakeholders

GRI 408-1 Operations and suppliers at significant risk for incidents of child labor Stakeholders
Code of Conduct for Isavia’s Suppliers ¢ >

GRI 409: 2016 Forced or Compulsory Labor

GRI103-1 Explanation of the material topic and its boundary Operation
Material Aspects °
Stakeholders

GRI 103-2 The management approach and its components Operation .
Objectives and Improvements

GRI 103-3 Evaluation of the management approach Operation o
Stakeholders

GRI 409-1 Operations and suppliers at significant risk for incidents of forced or compulsory labor  Stakeholders R 4
Code of Conduct for Isavia’s Suppliers

GRI 412: 2016 Human Rights Assessment

GRI 103-1 Explanation of the material topic and its boundary Operation R
Material Aspects

GRI 103-2 The management approach and its components et .
Objectives and Improvements

GRI103-3 Evaluation of the management approach Operation N
Objectives and Improvemens

GRI412-2 bjalfun starfsmanna i stefnum eda verklagsreglum um mannréttindi Stakeholders o 1
Human Resources

GRI412-3 Significant investment agreements and contracts that include human rights clauses or  Stakeholders R )

that underwent human rights screening Code of Conduct for Isavia’s Suppliers

GRI 413: 2016 Local Communities

GRI103-1 Explanation of the material topic and its boundary Operation
Material Aspects °
Development

GRI 103-2 The management approach and its components Operation
Social Participation °
Development

GRI 103-3 Evaluation of the management approach Operation R
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company

GRI413-1 Operations with local community engagement, impact assessments, and development
programs Development . 1

GRI 413-2 Operations with significant actual and potential negative impacts on local communities
Development ° 1

GRI 418: 2016 Customer Privacy

GRI103-1 Explanation of the material topic and its boundary Operation
Material Aspects °
Occupational Saftey and Health

GRI 103-2 The management approach and its components Operation N
Occupational Saftey and Health

GRI 103-3 Evaluation of the management approach Operation .
Occupational Saftey and Health

GRI418-1 izsbtzcamn;a;:;iacomplamts concerning breaches of customer privacy and losses of Occupational Saftey and Health o

GRI 419:2016 Socioeconomic Compliance

GRI 103-1 Explanation of the material topic and its boundary Corporate Governance R
Material Aspects

GRI 103-2 The management approach and its components Corporate Governance o
Operation

GRI103-3 Evaluation of the management approach Corporate Governance N
Operation

GRI419-1 Non-compliance with laws and regulations in the social and economic area No fines have been imposed on the o 78,9
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Disclosure number and title Location Comments Status UNGC
GRI AO1 Scope of Operations N
Flight Statistics
GRI A02 Annual total number of aircraft movements by day and by night, broken down by Scope of Operations .
comercial cargo, general aviation and state aviation flights Flight Statistics
GRI A03 Total amount of cargo tonnage Scope of Operations .
Flight Statistics
GRI AO4 Quality of storm water by applicable regulatory standards Evironmental Issues o
GRI AO5 Ambient air quality levels according to pollutant concentrations in microgram per m3 or Climate N
parts per million (ppm) by regulatory regime
GRI AO6 Aircaraft and pavement de-icing/anti-icing fluid used and treated by m3 and/or tonnes .
Evironmental Issues o
GRI AO7 Number and percentage change of people residing in areas affected by noise Acoustics R
GRI AO8 Number of persons physically or economically displaced, either voluntarily or Number of persons physically or
involuntarily, by the airport operator or on its behalf by governmental or other entity, economically displaced, either voluntari-
and compensation provided ly or mvol.untarlly, by the airport opera- N i (el s el N
tor or on its behalf by governmental or
other entity, and compensation provi-
ded
GRI A09 Total annual number of wildlife strikes per 10.000 aircraft movements .
Evironmental Issues .
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