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Icelandair at a glance




ICELANDAIR AT A GLANCE ICELANDmRA

+ + + + + + + + + +

Established in 1937

1.300 Employees

Turnover of 60 billion ISK

200 flights per week to 30 destinations

1,6 million passengers (75% foreigners)

13-14 Boeing 757 aircrafts in operation

Icelandair is in fact an international company positioned in Iceland
Product development and sales on international consumer markets
Operations based on international laws and regulations

Icelandair policy in public affairs is to keep open lines of communications with
authorities and stakeholders at all times and work closely with official
institutions and policy makers in our industry

Icelandair has an operatlonal flexibility equal to or better than competitors
Economical and political instability make SItanecessny to be erX|bIe




Iceland’s geographical location on the shortest flight route across the North Atlantic enables Icelandair to
service three main markets, and carry 1.6 million passengers annuallyy

TO The tourist and business market to Iceland Ve e, MElie: fizlies I peesltls e

- > Icelandair to offer the to and from markets
- much better schedule than they could

FROM The home market in Iceland : justify on their own

VIA The market between Europe and USA :
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The Past: Coming through 3 crisis
Time of restructuring & changes




Icelandair has come strong through 3 ICELANDA,RA
different crisis in past 10 years

Terrorist attack in NYC 9/11 2001

» Huge drop in travel to USA

» Increased focus on the TO Iceland market — Iceland Safe

» lcelandair increased Marketing Budget in markets abroad
»Tourists to Iceland increased 14% in 2002

» Operational results for 2002 the best in history of Icelandair

The Economical collapse in October 2008

» Huga drop in travel out of Iceland

» Increased focus on the TO Iceland market — Iceland best value destin.
» Icelandair increased Marketing Budget in markets abroad

» Tourists to Iceland increased 10% in 2009

» Operational results for 2009 the best in history of Icelandair

Volcanic Erruption in Eyjafjallajokull April 2010

» Airports in Europe closed for a week and booking inflow stopped

» Focus on the TO Iceland market and VIA market

» Image and promotional campaign in all markets abroad in May - July
2010 with the Government (700 Million ISK)

» Icelandir increased marketing Budget in markets abroad
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Extremes in external factors ICELANDAIR
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Icelandair - Restructuring in 2008 'CE'-“NDA'RA

+ Organisational Structure:
+  New Top Management took over
+  Senior Vice Presidents / Vice Presidents: Positions cut from 7 to 4
+  Directors levels taken down from 15 to 9
+  Lay offs: Total Lay-offs of Employees: Around 385

+ Route Network & Operation:

Capacity cut 20-28 %: Huge cost reduction in variable cost

Fuel Savings: Lighten of aircrafts and on board items. Slower flying time and single engine taxing.
Station Managers abroad — fewer and consolidation

Crew Hotels: New and less expensive Crew hotels

Cabin Crew members taken from 5 to 4 on all flights — 20% of cabin crew staff gone

Out Source Training center and all training for pilots and Cabin Crew to cut cost

+ + + + +

+ Sales & Marketing :
+  Sales Offices:Consolidation into fewer but bigger regions.
+  Centralized Call center, ticketing and pricing in Iceland — all call centers abroad closed

+  Other
Service Changes — sell food, pillows and blankets to cut cost and generate ancillary revenues.

+  Economy comfort /new middle class introduced as new middle class
+  Re-negotiate all contracts with suppliers to cut cost. IT cost cut down 50-100 MISK
+  Great improvements in Revenue Management Route Network Management — CHANGED FOCUS



Eyjafjallajokull Eruptlon




ICELANDAIR:
OPERATIONAL CRISIS

ICELAND:
IMAGE CRISIS
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Moving the hub (the route network) over the ocean to GLASGOW
The focus on NOT closing down
Operations maintained all though the eruption
Moving to Glasgow in six hours when Keflavik Airport closed

150 ground and cabin staff moved to Glasgow and Akureyri
10 days in 3 parts

20-36 flights a day with 4-6000 pax




Opportunity:
The biggest publicity
lceland has ever gotten



ICELANDAIR
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1 Factbox: European airports and airspace closed by ash cloud

gn W Reuters - Apr 18, 2010
| BULGARIA - Sofia and Plovdiv airports open as of 1100 GMT Sunday. Other airports closed.

Most airports still closed

WGME - Apr 19, 2010
LONDON (AP) - Most airports in Europe are closed for a fifth day today because of the ash

that continues to rise from a volcano in Iceland. ...
[+ Video: Raw Video: Iceland Volcano Spews More Ash The Associated Press i

The Guardian  Ash Cloud From |celand Volcano Keeping Airports Closed The Epoch Times
European countries close airspace due to volcanic ash cloud Inquirer.net

The Associated Press - Apr 17, 2010
At the Minsk Mational Airport most flights to Europe have been canceled. Ukraine: All Ukrainian
airports closed until further notice except for Simferopol ...
- - Eurcpean countries close airspace due to volcanic ash Independent
INaws A glance at flight disruptions due to volcanic ash The Associated Press
all 291 news articles » [~ 1Email this story
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Factbox: Airports and airspace closed by ash cloud Vancouver Sun

Europe Airports CLOSED! LALATE (blog)
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... but the shifting winds sent a new volcanic ash into the clouds over Scandinavia, which forced
: some airports in Sweden and Norway to close again. ...

s (+] Video: Iceland volcano spitting lava and smoke, less ash after eruption RT
Volcanic Eruption: two airports in lceland are closed Ukrainian Globalist

lceland now to close airports due to ash Reuters India
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Vi er egentllg
ganske glade

1 den vulkanen

Flvstopp sendte backpackergutta pa
liksushotell med alt gratis. Les saken

Fire fly fra Island

lander 1 Norge 1 ettermiddag

. Luftrommet apnet mellom Kristiansund og Berlevag
. Tre av fire flygninger i Europa kansellert




Fire fly fra Island til
Varnes 1 ettermiddag
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To rutefly av typen Boeing 757 fra selskapet Icelandair som gar fra Reykjavik i ettermiddag lander @ | e Q d;h
p3 Vaernes klokken 17.35 og 18.35.
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lceland Air Prepares for Take O

Abrtima; Tues, Apr, 30 2080 [ 19 1383 ET



TR

THE WALL STREE

VOL. XXVIIL NC

A

Stexe EBur 600 i6576 A L350 FYSEI00 576360 & 0978  DAM 626423 A1E%%

GOP’s bid to reclaim Senate
fuels fight for party’s soul

THE BIG READ 16-17

an Sachs Group
Inc. is in danger of losing
with a key group of
esult of the fraud

t faces: govern
ope and the LS.
in the UK. and

re starting to call
on their governments to cut

ties with Goldman, which has
long been one of the top fi-
nancial advisers to European
policy makers,

UK. Liberal Democrat
leader Nick Clogg, riding high
in opinion polls less than
three weeks before national
elections, said Tuesday that
Goldman “should now be sus-
pended in its role as one of
the advisers to the govern-
ment until these allegations
are properly looked inta.” His

comments follow Prime Min-
I recent
characterization of Goldman's
alleged behavior as “morally
bankrupt.”

“We should let the busi-
ness relationship with [Gold-
man] rest until the allegations
are cleared up” lawmaker
Frank Schiffler of Germany's
Free Democratic Party, part of
Chancellor Angela Merkel's
governing coalition, told Ger-
man newspaper Handelsblatt
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on Tuesday. Mr. Schiffler's of-
fice confirmed the comment.

The New York-based bank
denies al
Securitie:
mission that it committed
fraud by withholding impor-
tant information from inves-
tors to whom it sold mort-
gage-related securities.

But the political backlash
in Europe and the LS. threat-
ens to damage the netwark of
political ties with policy mak-

ers that the bank has carefully
built up on both sides of the
Atlantic over two decades.
Goldman declined to com-
ment on the European paliti-
cians’ remarks. In a message
to employees on Sunday,
Lloyd C. Blankdein, Goldman's
chairman and chief executive,
said the bank was “taking all
appropriate steps to defend
the firm and its reputation.”
Fair or not, the growing
perception in Europe that

in Europe

Goldman used cutthroat tac-
tics to turn a profit could
make it an unpalatable part-

ICELANDAIR
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Volcanic Surprise: Icelandair Made Crisis
Management Look Easy

Brett Snyder
‘B & @

And you thought
the volcano
situation was over
and done with,
right? Mot quite.
The aftermath of
the Icelandic
eruption will
continue for a long
time, and wea're
starting to see a
strong division
between carriers. The strong are getting more creative while the
weak are looking for handouts. The most interesting to me has been
the case of Icelandair, which worked wonders over the last couple
weeks.

In terms of creativity, Icelandair has been the most impressive.

When airports throughout Europe were closed, Iceland’s main airport

in Keflavik remained open. From there, Icelandair operated a
strategic mission every day. ©One day, Trondheim airport in way
northern Morway onened. an thewy sent the fleet nover there with
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INSPIREDEICELAND

Every Sunday, 88 ususl for the last 1100 years natire.
has given us some pretty good excuse lo go aut and
explore. From the glaciers ta Jakulsdridn, .




USEFUL INFDRMATION:  HOW 70 GET THERE » PRACTICAL INFO = WHAT SON = CONTACT

= NUMBER OF STORIES:

|25

From the glaciers to lunch in Hellnar, lceland is more awake
than ever. This is a great time to see it.

COME AND BE

INSPIREDEICELAND == THINGSTODD  £3 ICELAND LIVE o5 MUSIC = SPREADTHEWORD @ SHARE
Here you can find everything Live stream of |calandic Music Inspired by Have you been Inspired by Jain the campain
from horses to glaciers nature. lealand. lcaland? Read tha stories and Gat inspired.

Seg morg 58e more e more tell your own. see more 588 more




Foreign visitors and growth ICELANDAIR
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Iceland: Current Environment




+ 4+ + + + +

Tourism created 20% of foreign currency income for Iceland

Foreign Currency income in 2009 was 155 Billion ISK

Tourism is 11,5% of GDP

Tourism creates 10% of jobs

Summer of 2009 was the best ever, and 2010 bookings were an improvement to that
A massive blow to the economy is a real possibility



lceland: Current Environment ICELANDAIR

+ Political and Economical stability is missing — difficult to have plans and goals when
external factors like taxes, interest rates and currency are fluctuating and sometimes
hindering growth.

+  Without stability Iceland will never become competitve — people will move abroad
and seek carriers and opportunities in countries with more stability

+ The government increased taxes in past years — message: “you’ve seen nothing
yet”. Higher taxes does not mean higher revenue for the economy

Increased taxation on foreign tourists will result in fewer visitors to Iceland.

500 MISK taxation on foreign tourists can result in 10% fewer tourists to Iceland
(which means 15 Billion ISK less in foreign currency income for Iceland )

+ Higher taxes on Icelandic companies does not result in higher revenues — most
companies will cut cost and we will have higher unemployment rate

Economical and political instability makes it a necessity to be flexible

The size of Icelandic bureaucracy is both a strength and a weakness. Easy access
and quick responses can open up business opportunities. Lack of resources and
power can make more complicated issues difficult to pursue



lceland: Current Environment ICELANDAIR

The biggest strengths of Icelandic companies and Icelandic economy

+ 4+ + + +

Small, dynamic and flexible economy
Simple and rather transparent infrastructure
Well educated work force

Not afraid of taking risk

Work Hard — the Viking spirit

Great natural resources

The weaknesses:

+
+

+ + + +

The image of Iceland is broken — lack of trust in Icelandic companies
Foreign investors not interested in Iceland and sometimes “not welcome”

Lack of strategy and focus from Government for coming years - more focus on Crisis
management and “find the guilty ones” than looking for growth opportunities

Lack of centralisation and synergy opportunities to create stronger units
Sensitive currency & economies of scale due to small size of the market
Rules for foreign investments need to be more transparent

More support needed from government for investments in diffirent industries and
growth opportunities

Access to Capital / Cash is limited



The Tourism industry not getting enough attention

iceLanoair £

lceland: Current Environment

More invested in Fisheries, Agriculture, Energy and Other industries
Not in line with proportion of foreign currency income for Iceland

Tafla 2. Framlag til rannsékna i nokkrum atvinnuvegum.

2005 2007
millj. kr. % millj. kr. %
Fiskveidar og landbunadur 4.153.726 36 4 4453352 349
Idnadur 6.372.535 55.9 6.979.414 54 .6
Orlarframleidsla og dreifing 832.975 T3 1.269. 883 9.9
Ferdabjonusta 43 986 0.4 69.721 0.5
Samtals 11.403.222 100 .0 12.772.370 100 ,0




The Future: Opportunities
for Icelandic Tourism




The Icelandic Business Environment LS

What needs to be done?

+
+
+

More focus on future growth and opportunities
More political and economical stability

Boost the economy and the business environment so we can see growth — not
hinder or put restrictions

Grow the cake and try to maintain that

Lower taxes on companies and individuals means higher consumption/ demand,
lower unemployment rate and more revenue for the economy.

Create an environment that is supportive and rewarding and helps companies grow
Improve the Image of Iceland — reputation and consistency is the key

Clear strategy, leadership and focus for next 10 years is needed to get the business
life on board. More cooperation with companies needed.

More focus on Industrial policy
More investments and support to Icelandic companies / industries



Foreign visitors to Iceland 1980-2008 iceLanpar £
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Comparison 1999-2009 iceLanoar &
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Image & Awareness of Nations e

Immigration Governance

How the world sees the UK
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Exports
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Exports
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Exports
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Exports
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ICELANDAIRA

Great results in recent years for peak season i
el

Important to get more balance between summer and winter

Great opportunities in increasing off season travel (Finland).

Improved product development and innovation needed, for sep-may travel

More events (Iceland Airwaves, Food & Fun, Eve Online etc), “Family Products”, Winter Products etc
Important to increase distribution and have more agents selling Iceland

Build up of whole year gateways will strengthen Icelandic tourism industry %
Opportunities in health tourism and culture i -
Infrastructure needs to improve (airport, hotels, new products etc)

More focus on MICE travel

More investment needed from the government for promotion and product development — great
opportunities and good ROI

+  Grow the Stop-over market flying trans-atlantic

+ + + + + + + + + + 4+



Thank You
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