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ISAVIA'S
OPERATIONS

MISSION

Isaviais a service company
inairport operations and air
navigation and forms the
foundation for Iceland’s civil
aviation.

We work together tobe a
part of agoodjourney both
inlceland and abroad.

VALUES
» Safety
» Co-operation
* Service

Isaviais a publicly owned company
responsible for the operation, main-
tenance and development of airports
for scheduled flights and landing sites
in Iceland. In addition, the company
provides air navigation services

for domestic and international flights
over the northern part of the North
Atlantic Ocean.

The core operations of the company are
divided into three: the operation of
Keflavik Airport, air navigation services
and the operation of other Icelandic
airports. The operating structure of
the three core operations is, by their
nature, very dissimilar. Keflavik Airport
is wholly operated on business terms,
which means that it is sustainable. The
operation of other Icelandic airports
isnot sustainable and is based on the

KEFLAVIK AIRPORT

HAS TWO RUNWAYS,

WHICH ARE 3,054 AND 3,065
METRES.

REYKJAVIK AIRPORT HAS
TWO RUNWAYS, WHICH ARE
1,567 AND 1,230 METRES.

AKUREYRI AIRPORT HAS

ONE 2,400 M RUNWAY, AND
EGILSSTADIR AIRPORT HAS
ONE 2,000 M RUNWAY.

OTHER AIRPORTS AND
LANDING SITES HAVE 634 M
TO 1,887 M RUNWAYS.

company's agreement with the Ministry
of the Interior which determines their
level of service, operation and main-
tenance. State contributions amount
to approximately 70% of their income.
The operation of air navigation services
inthe upper airspace over the North
Atlantic Oceanis based on agreements
with 24 countries for services and
financing, whichisbasedonfee
collection on a cost basis.

Isavia owns four subsidiaries, each of
which have their own object. The Duty
Free Store sells duty-free goods at
Keflavik Airport. Tern Systems manu-
factures software for air navigation,
Domavia manages some of the real
property owned by Isavia and Suluk
manages the operation of air navigation
in Greenland.

Isavia operates four
international airports:
Keflavik Airport,
Reykjavik Airport,
AkureyriAirport

and Egilsstadir Airport.
In addition, there are
tenlanding sites for
regular scheduled
flightsinlceland.

The company is also
responsible for 36
other landing sites

throughout Iceland.
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ADDRESS BY THE
MANAGING DIRECTOR

2016 WAS ISAVIA'S BEST YEAR SINCE ITS ESTABLISHMENT.
THE ACHIEVEMENT CAN BE TRACED TO MANY INTERACTIVE
FACTORS, AND ALL CORE OPERATIONS OF THE COMPANY
SHOWED A BETTER PERFORMANCE THAN THE YEAR BEFORE.

Early this year we reached a significant milestone,
when we unified our brand identy with a single logo.
Prior to this, the operation of Isavia has been under
two logos: Isavia and Keflavik International Airport.
The advantages of a shared image are numerous,
and it is now, for instance, easier to market

the international airports - Keflavik, Akureyri

and Egilsstadir Airports - together. Thus, the
considerable and successful marketing work that
has been carried out for Keflavik Airport over the
past few years will also be useful for the marketing
of the other international airports.

In conjunction with this task, work was carried

on sharpening the definition of the mission and
vision of the company. The objective are lofty, as can
be seen by the company's vision of strengthening
Iceland as a central hub for flights in the North
Atlanticregion. In order torealise this future vision,
itisimportant that clear policies on air travel are
formulated by the authorities. Questions need to

be answered as regards policies on the increase

inthe number of travellers, both as regards those
who come into Iceland and those who merely
transit through on their way between continents.
The policy must also specify manpower require-
ments, education and investments in infra-
structure for passenger flights, flight academies
and private pilots. As a contribution to the
discourse, Isaviahad areport prepared this year
to assess the future effects of the enlargement
of Keflavik Airport.

Keflavik International Airport

The number of passengers through Keflavik Airport
increased by 40% in 2016, or by almost two million.
Theincrease corresponds to the total number of
passengers passing through the airport in 2010.

Asinrecentyears, there were considerable
improvements made to the airport. The focus has
beenonnew construction to meet the increase in
the number of passengers and bigger aircraft. In
addition, there have been large projects involving

the renewal of the runway system. Investments
have beenin tune with the airport’s master plan,

and keeping the effects of construction on
passengers to a minimum has been successful,

as can be seen from surveys conducted by Airports
Council International (ACI). The increase in the
number of passengers has led to fast-paced growth
intourism services. It is, however, important that
thereis general acceptance in society on the effects
of the increase in the number of foreign travellers
tolceland and the number of transit passengers at
Keflavik Airport. One must not forget, however, that
the growth of the tourist industry is one of the main
reasons that economic growth in Iceland was one of
the highest in the world in 2016.
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Isavia strives to support the Icelandic authorities in
making domestic flights arealistic public transport
option for Icelanders. During the year, the company,
along with the Ministry of the Interior, endeavoured
to find solutions for the future operational form of

the domestic airports, and there are hopes that the
results of this work will be presented later this year.

Air navigation services

Considerable increases in traffic have also charac-

terised the air navigation services of Isaviainrecent

years. The increase can be traced to both traffic

toand from Iceland and over the North Atlantic

Ocean. This has led to anincreased work load for

the staff of air traffic control. The response to this

has been the training of new air traffic controllers,
and there have never beenas

“THE INCREASE IN THE NUMBER OF
PASSENGERS HAS LED TO FAST-PACED
GROWTH IN TOURISM SERVICES. IT IS,
HOWEVER, IMPORTANT THAT THERE IS
GENERAL ACCEPTANCE IN SOCIETY ON
THE EFFECTS OF THE INCREASE IN THE
NUMBER OF FOREIGN TRAVELLERS.”

many trainees as there are at
present.

The company moved into
an outstanding addition to
the Reykjavik Area Control
Centre, and the planis to
move the entire air traffic

Domestic airports

The financing and operation of domestic airports
has been difficult inrecent years. The ownership
and responsibility of the infrastructure lies with
the state, which entrusts Isavia with the operation
on the basis of a service agreement applicable

for one year at atime. Approximately 70% of the
system’s income is from the Treasury, and the rest
is fromusers. Comparisons have shown that the
operation of the domestic airportsinlceland s
considerably more economical than that of other
comparable airport systems in Europe. The share of
the state, however, has barely been enough to cover
the operation, and it is clear that airport staff have
moved mountains to keep the system operational.

The company has focused on high-quality technical
equipment in airports and has invested ISK 664m
renewing equipment inrecent years. This has made
all the difference in the operation of domestic
airports.

control operation for the
North Atlantic Oceaninto the
building in the future.

Part of a pleasant journey

Isaviais a service company involved in the operation
of airports and air navigation services that are the
basis for Iceland's air travel. Employees are respons-
ible for ensuring a pleasant journey for customers

of the company while at the same time being part

of each other’s enjoyable journey.

I would like to thank all these fantastic employees
for the pleasant journey and look forward to taking Bjorn Ol
on the demanding tasks ahead with them. Hauksson
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CHAIRMAN'S
STATEMENT

2016 WAS, FOR MANY REASONS, AN EVENTFUL YEAR
FOR ISAVIA. THERE WAS A CONSIDERABLE INCREASE

IN INCOME IN ALL THE COMPANY'S CORE FIELDS, WHICH
CONSIST OF AIR NAVIGATION SERVICES, THE AIRPORTS
DIVISION AND KEFLAVIK INTERNATIONAL AIRPORT.

The company's operating income amounted to
ISK'33bn in 2016, increasing by around 26.99%,

or ISK7bn betweenyears. The growth inincome
was, for the most part, due to the increased scope
of operations. At the same time, it could be said that
the growth was profitable, as the results before
depreciation and financial items increased as pro-
portion of turnover in all core operations. The year’s
profits amounted to ISK 6.9bn, whereof exchange
rate gains amounted to just under ISK 2.8bn.

Policy formulation

Numerous issues were addressed by the Board in
2016, many of which form the basis of the company’s
future policy formulation. Various issues relating to
work on the zoning plans and master plan of Keflavik
Airport were specifically addressed, as was the
future organisation of air navigation services

for the North Atlantic Ocean area and the necessity

of supporting the development of the domestic air-
ports, which is animportant aspectin the strength-
ening of Iceland’s transport system. The significant
recent increase in the number of tourists and the
anticipated further increase over the next few
years call for considerable and expensive develop-
ment of airport structures in coming years. This is
linked to animportant decision on financing that is
important to assess in light of the ownership of the
company and risk.

Corporate Social Responsibility

Isavia established for itself during the year a policy
of corporate social responsibility aimed toward
promoting a profitable operation focusing on
ensuring a balance between economy, environment
and society. At the same time, the company became
amember of the UN Global Compact,
aninternational projectrun by the United Nations.
In doing so,the company joined over nine thousand
companies in 168 countries that are already
members. By participating, Isavia undertakes to
formulate polices and take up work practices in
accordance with ten basic principles of the United
Nations on human rights, labour, environmental

and anti-corruption. The company will annually
submit areport to the United Nations describing
the company's goals and achievements in the ten
categories specified. Thereport will be submitted
for the first time in 2017. In addition, the company
has become amember of Festa, the Icelandic Centre
for Corporate Social Responsibility, and is one of the
companies that have signed the joint declaration on
responsible tourism. The company, moreover, is one
of the seven companies that are the sponsors of the
project.
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Equal rights programme

and equal pay

The Board of Directors of Isavia has
approved an equal rights programme
for the company with the aim of ensuring
equal pay for both genders, increasing
general work satisfaction and improving
morale. The company negotiated with
PwC on the implementation of the equal
pay assessment during the year.
Anassessment was made of wage
payments to all employees, which

were examined based on age, length

of service, total working hours and
education. The company fulfilled the
requirements of the assessment and
received, therefore, the gold badge of
PwC's equal pay assessment in 2016 in
confirmation that the company upholds
wage equality.

amodel has beenset up that measures
and assesses air quality at Keflavik
Airportbased onvarious criteria. In addi-
tion,a schedule has been created for
monitoring the quality of groundwater at
and near Keflavik Airport. The company,
moreover, is a participant in the Graen
skref (Green steps) project under the
auspices of the Environmental Agency
of Iceland (EAI). This project has been
used to make efforts in environmental
issues more outwardly visible.

Governance

The Board has established detailed
rules of procedure defining its scope

of authority and the divisions of tasks
between it and the Managing Director.

In addition, the company has established
a comprehensive risk policy for the

“THE COMPANY SET ITSELF AN
ENVIRONMENTAL POLICY FOR THE PURPOSE
OF MINIMISING THE EFFECTS OF NEGATIVE

ENVIRONMENTAL ASPECTS IN ITS OPERATION.”

Environmental issues

[n environmental matters, Isavia has
endeavoured to meet generally accepted
views and was one of the companies that
signed the statement issued by Festa
and the City of Reykjavik on climate
change goals. The company set itself

an environmental policy for the purpose
of minimising the effects of negative
environmental aspects in its operation
and making sure that environmental
issues are taken into accountin all decis-
ions. At present, work is underway

on setting up real-time sound measure-
ments at Keflavik Airport, the proportion
of recycled waste will be increased and

company, a code of ethics and focus
points asregards CSR. Therules of
procedure provide for thecompany's
Board following the guidelines on
Corporate Governance which are
published by the Iceland Chamber

of Commerce, Nasdag OMX Iceland hf.
and the Confederation of Icelandic
Employers. The company's corporate
governance statement was renewed
in February 2017.

Risk management

The company has established a risk
management policy and closely follows
apre-definedrisk overview.

The company's defined risks are regu-
larly reviewed in light of the serious-
ness of eachrisk aspect and the like-
lihood of events taking place.

The development of

Keflavik Airport

The company's Board has recently been
examining various aspects in the plans
for the development of Keflavik Airport.
Extensive investment plans have been
approved which aim to make the airport
able to receive the large numbers of
passengers passing through it.

Large amounts have been spent, and the
Board of Directors of the company has
approved additional extensive funds to
continue developments. These decisions
are based onthe company's longterm
plans, which indicate that Isavia is well
able to tackle the continued develop-
ments, seeing that the company's pos-
ition at the end of 2016 was quite strong.

Inadequate development and
maintenance of domestic airports
Airports within Iceland are the property
of the Icelandic state and are under their
jurisdiction when it comes to decisions
on the funding of their development and
maintenance. Therole of Isavia is defined
inaservice agreement with the Ministry
of the Interior. The agreement is effect-
ive for aterm of one year at a time, with
the Ministry, as the service purchaser,
determining the level of service. The 2017
Budget does not provide for funds for
the maintenance of domestic airports,
while at the same time, the need for
maintenance is significant and growing.
Thereis reason to make special note

of the fact that a lack of maintenance
funds to domestic airports will mean

Computer drawing
of the annex to

the south building
of Keflavik Airport.
Estimated work

completiondate 2017.

N s
3 R |

the closure of airports in the next few
years if no extra funds are allocated
to the mosturgent needs.

Good year in air navigation services
Isavia's air navigation services have
grown considerably inrecent years,
adevelopment that canbe traced to
increases in the number of flights to
and from Iceland as well as increased
services to international flights be-
tween Asia and Europe on the one hand
and between North America and Europe
on the other. The company has been
hard at work developing and adopting
technical innovations that have bene-
fited aircraft operators in the form of
economisation and flexibility. There are
extensive projects ahead that will make
the company even more capable of pro-
viding aircraft operators with continued
good services.
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Co-ordinated team

The high increase in the number

of travellers, far in excess of annual
forecasts, and the resulting extensive
construction work was extremely
demanding on the management and
staff of Isaviain 2016. Such increases
cannot be easily met except with

good co-operation, co-ordination

and organisation. It is fair to say that
the unusual situation was resolved
successfully, and there is good reason,
therefore, to thank, as ever, on behalf
of the Board of Isavia, the Managing
Director, the executive management
and all the employees of the company
for their excellent work under the
unusual conditions during the past year.

Ingimundur
Sigurpalsson



Airport at Porshéfn
66°13'13.5948"N
15°19'51.1068" W
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GOVERNANCE

Structure and composition

Isaviais 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
Flugstodir and Keflavik Airport, Act No.76/2008
on Establishing a Government Owned Limited
Company for the Running of Keflavik Airport, Act
No0.102/2006 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 No.60/1998.

The company's corporate governance is prescribed
by Act No.2/1995 on Public Limited Companies,
the authorities' general ownership policies from
August 2012, the company’s Articles of Association
and Rules of Procedure of the Board.

The company’'s Boardrefers to the “Guidelines

of Corporate Governance”and complies with them
in allmajor respects, although not legally bound
todoso.No formal Board sub-committees are

currently operational, such as an audit committee,
selection committee or wage committee. A policy
on corporate socialresponsibility has been set. No
courtrulings have beenissued in which the company
is believed to have broken any laws or regulations.

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 for Finance and Economic Affairs on behalf
of the owner, the Icelandic state. The gender ratio
inlsavia's Board is 40% women and 60% men.

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
Managing Director. The Rules of Procedure were
approved at a meeting of the Board of Directors
on11May 2016. They include the division of tasks
between Board members, rules on the eligibility
of politicians to take part in processing matters,

Board of Directors

Ingimundur Sigurpaélsson, born 1957, Business
Administrator. Chairman of the Board

from 2014.

Matthias Imsland, born 1974, Political
Scientist. Vice-Chairman of the Board
from 2014.

Thedddra borsteinsdottir, born 1969,
Attorney. Member of the Board from 2015.

Ragnar Oskarsson, born1948, BA in History,
Icelandic and Philosophy. Vice-Chairman of
the Board 2010-2014, member of the Board
from 2014.

Sigrun Traustadoéttir, born 1962, Business
Administrator. Member of the Board
from 2014.

Alternates

Fridbjorg Matthiasdottir, bornin 1969,
Business Administrator. Alternate
since 2014.

Jens Gardar Helgason, born in1976, Managing
Director. Alternate since 2014.

Jon Nordfjord, born in 1947, President/CEO.
Member of the Board of Directors 2010-
2014. Alternate since 2014.

Sigurbjorn Trausti Vilhjalmsson, born in1943,
Electrician. Alternate since 2010.

TryggviHaraldsson, bornin198;,
Political Scientist and Europe Expert.
Alternate since 2014.

Further information on the Board of
Directors of Isavia can be obtained from the
website isavia.is/um-isavia/stjorn.
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procedures and minutes for meetings, rules

on confidentiality, the obligation to provide infor-
mation to the Board and the decision making
power of the Board.

The Board of Directors shall constitute the supreme
authority 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 and ensure
adequate supervision of the accounts and use

of funds, as well as to confirm the operating budget
and investment plans and ensure compliance with
them. The Board takes all major decisions in the
company’s operations and makes sure that the
company is operated in accordance 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.

Performance assessment

The Board evaluates its performance regularly,

its practices and rules of procedure, development
of the company, performance of the Managing
Director and the efficiency of sub-committees,

if present.The performance assessmentis 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 most
recent performance assessment was carried out
inDecember 2016.

Managing Director

The Managing Director is responsible for the man-
agement of all day-to-day operations inaccor-
dance 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
andregulations.
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EXECUTIVE BOARD

The operation of the company is based on five operating divisions which are
responsible for the core operations of the company: Air Navigation Services,
Airports and Infrastructure, Keflavik Airport Operations, Keflavik Airport
Technological and Assets Division and Keflavik Airport Commercial Operations.
Isavia has three support divisions: Development and Administration, Human
Resources and Performance and Finance. In addition, Standards and Quality
Management form a separate support unit. The Executive Board addresses and
determines the issues thatrelate to the operation of the company as awhole as
well as handles matters that overlap divisions and departments. In addition, the
Executive Boardis responsible for future development and the implementation
of the safety and quality management system. The Directors of the operations
and support units form the Executive Board together with the Managing Director. 1

1. Asgeir Palsson
2. Gudmundur DadiRlnarsson
3.Bjérn Oli Hauksson

4.Helga Eyjolfsdottir

5. JonKarl Olafsson

6. Sveinbjérn Indridason
7.Elin Arnadéttir

8.Prostur V. Séring

9. Hlynur Sigurdsson

10. Sigurdur Olafsson
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Development and Administration

* Business development

* Marketing

* Organisation and Development KEF

» Coordination of Airports and
Aviation Security

* Project Management Office

* Legal

Human Resources and Performance
» Career Development, Trainings
and Education
* Wages and Wage Processing
* Internal Marketing and Events
* Policy Implementation
* Performance Evaluation

Finance Division

* Accountingand Settlement
* Finances

* Economics

* Procurement Monitoring

Standards and Quality
* Security and Quality
* Environmental Issues

ABOUT ISAVIA

EXECUTIVE BOARD

Board of Directors

Managing Director

@ Core

Operations

Air Navigation
Services
Division

« Air Traffic
Control Centre

« Air Traffic
Service for
Airports

* AIS

« Flight
Communica-
tions

* Technology
Service
(Flight Testing)

* Development
of Air
Navigation
Equipment and
Research

* Training and
Procedure

Airport
Operations
Division

« Airports and
Landing Sites
(Airport
Services,
Aviation
Security and
Real Estate

* Project
Management

» Management
of Special
Projects

Keflavik International Airport

Operations
Division KEF

* Aviation
Security

* Airport
Services

* Technology
Services

Airport
Technology
and Property
Division KEF

* Engineering
and Larger
Construction
Projects

* Environmental
Issues

* Maintenance
and Operation
of Real Estate

* Baggage
Handling

Commercial
Operations KEF

*B2C
Commercial
Division

*B2Band

Development
Route

« Car Parking
(Transportation)

Support
Operations

*p3) 2103G 9au14 Aang

@ Subsidiaries

*p3) swaishg uia)

sdy jnng / *p3) exrewoq

* Airport Security Control

Air Navigation Services Division
The Air Navigation Services Division
isresponsible for air navigation services
for domestic flights and international
flights over a large area of the North
Atlantic Ocean. The Director is Asgeir
Palsson, born 1951, Air Traffic Controller.
Director at Isavia since 2010.

Airport Operations Division

With the exception of Keflavik Airport,
the Airport Operations Division is re-
sponsible for the operation and main-
tenance of all the airports in Iceland.
The Director is J&n Karl Olafsson, born
1958, Business Administrator. Director
since 2015.

Keflavik Airport Operations
Division

The Keflavik Airport Operations Division
isresponsible for airport security,
airport services and technical services
for the airport. The Director is Préstur V.
Séring, born 1968, Engineer. Director at
Isavia since 2014, in the Keflavik Airport
Operations Division since 2016.

Keflavik Airport Technology

and Property Division

The Keflavik Technology and Property
Division manages larger construction
projects, environmental issues

at Keflavik Airport, maintenance

and the operation of real property
and baggage handling systems.
The Director is Gudmundur Dadi
Runarsson, born 1979, Business
Engineer. Director since 2016.

Keflavik Airport

Commercial Operations

The Commercial Operations Division
isresponsible for passenger services,
the operation of retail and catering

and handles all negotiations with oper-
ators at Keflavik Airport as well as the
operation of car park services and the
development of new flight routes. The
Director is HlynurSigurdsson, born 1974,
Business Engineer. Director at Isavia
since 2010, in the Keflavik Airport Com-
mercial Operations Division since 2016.

Development and Administration
The Development and Administration
Divisionis a support division providing
assistance to the Managing Director
and the Board. The employees of the
Division are responsible for marketing
and publicrelations, business develop-
ment,project management office, policy
formulation, legal, Keflavik Airport
zoning, corporate governance and the
co-ordination of airports and airport
security.The Director is Elin Arnadattir,
born 1971, Business Administrator.
Deputy Managing Director and Director

atlsaviasince 2010, Director of Develop
ment and Administration since 2013.

Human Resources and Performance
Human Resources and Performance
is asupport division that manages

HR functions, including professional
development, training and education,
payroll processing, wage agreements,
internal communications, strategy
implementation and performance
evaluation. The Director is Sigurdur
Olafsson, born 1962, Business
Economist. Director since 2013.

Finance

The Finance Division is a support division
responsible for accounting, treasury,
risk management, economics, financing
operations and the monitoring of
purchases. The Director is Sveinbjérn
Indridason, born1972, Economist.
Director since 2013.

Standards and Quality Management
The Standards and Quality Management
Divisionis a support division that
manages the organisation and harmon-
isation of safety and quality issues
together with the management of
environmental issues. The Safety and
Quality Manager is Helga Eyjolfsdottir,
born1964, Chemical Engineer. Standards
and Quality Manager since 2010.

SUBSIDIARIES

Duty-Free Store ltd.

The Duty-Free Store operates five out-
lets in the Leifur Eirtksson Air Terminal,
four for departure passengers and one
forarrivals. The shops are open when-
ever flights are scheduled through the
airport. The Duty-Free Store focuses on
offering a wide range of goods from both
Icelandic and international brands atre-
asonable prices. The airport has approx-
imately 210 permanent employees. This
number increases to around 310 during
the summer. The Duty Free Store was
chosen as the best duty-free shop

in Europe in 2013 and 2014 by the inter-
national magazine Business Destinations.
The Managing Director of the Duty-Free
Store is Porgerdur Prainsdottir.

Tern Systems ltd.

Tern Systems develops and manu-
factures software for air navigation
services. These are solutions that are
used in the operation of air traffic
control centres, flight control towers
and in training flight controllers. Systems
from Tern Systems are used in Iceland,
Ireland, South Korea, Spain, Morocco

and Indonesia.

The company employs 50 employees
inits main offices in Iceland.

The Managing Director of Tern Systems
is Magnus bordarson.
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Domavia ltd.

Domavia hosts some of Isavia's property
assets. Sveinbjorn Indridason, Director
of Finance at Isavia, holds powers of
procuration for the company.

Suluk ApS

Suluk is a private limited company

in Greenland owned by Isavia.

The company is responsible for
managing air navigation services

in Greenland. Sveinbjérn Indridason,
Director of Finance at Isavia, holds
powers of procuration for the company.

COMMUNICA-

TIONS BETWEEN
SHAREHOLDERS
AND THE BOARD

One shareholder, the State Treasury,
holds all shares, and the Minister for
Finance has all shareholder rights.
Notices of shareholder meetings are sent
toacontact at the Ministry of Finance
and Economic Affairs. The meeting is the
main venue for providing information to
the shareholder who holds the supreme
authority of the company. The Chairman
and Managing Director have met with
the Minister or arepresentative from
the Ministry. The Board conducts itself
inaccordance with“The general policy
on state ownership of limited liability
and partnership companies.”

The company releases pressreleases

on the company's performance and other
matters pertaining to its operation, and
the annual financial statements and six-
month interim statement are published
on the website of the company.

INTERNAL CONTROLS
AND RISK MANAGEMENT

The Board has submitted a comprehensive risk policy for the company

and defined the major operational risks. The main financial risks for the
Group are exchange rate risk, interest 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 sends reports to the Board on aregular basis. The company
does not employ aninternal auditor, but the company's auditors carry out
limited audits of company processes.

CODE OF ETHICS

Isavia's code of ethics applies to all employees and management

of the company and is an integral part of all employment contracts.

The codeis accessible to all employees on the intranet of the company
and on the website isavia.is/um-isavia. In addition, there is a separate
section on disqualification in the Board's Rules of Procedure and in the
2017 Corporate Governance Statement. The documents can be accessed
on the website isavia.is/um-isavia/stjorn.
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ISAVIA IN THE
SOCIETY

24 — CORPORATE SOCIAL
RESPONSIBILITY POLICY

26 — STAKEHOLDERS

36 — INCREASED SCOPE
OF OPERATIONS

39 — PASSENGER AND
TRAFFIC FORECASTS

40 — HUMAN RESOURCES

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 in a large inter-
national area. The operation is of considerable
national interest. The employees, moreover,
make every effort to conduct their work in

a safe and efficient manner in harmony with
the community.
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Isavia became a member of the UN Global Compact and

UN Global Compact Nordic in 2016. By participating, Isavia
undertakes to ensure that its polices and work practices are in
accordance with the ten basic principles of the United Nations
on humanrights, labour, environment and anti-corruption.

The company will submit its first progress report to the United
Nations in 2017.

ISAVIA UNDERTAKES TO PUBLISH INFOR-
MATION ON THE COMPANY'S SOCIAL RESPONSI-
BILITY IN ACCORDANCE WITH THE CRITERIA

OF UN GLOBAL COMPACT AND GRI.

S — "- - .

Isaviais a sponsor in an promotional

Policy: Objectives: project onresponsible tourism.
Isavia promotes equilibrium between Isaviaworks actively and consistently towards the following: The project includes more than 260
the economy, environment and society companies in tourism and is intended
with sustainability as a guiding light. Ensure good aviation services in Iceland and perform its role to promote environmental protection
insociety in a safe and efficient manner. and social responsibility. The sector
has joined hands to show solidarity
Promote employee satisfaction and a good working andresponsibility in developing
environment. astrongindustry for the future.

Develop anoperation thatis sustainable in the long term
in co-operation and consultation with customers and other
stakeholders.

L&l

Treat the environmentin aresponsible and sustainable

manner, reduce the company’s carbon footprint and thereby /// Isavia is amember of Festa, the Icelandic Centre for Corporate

contribute to the reduction of its environmental impact. //// Social Responsibility (CSR). The goal of Festa is to raise
awareness of CSRin Icelandic companies and in the community

To publish information on CSR in accordance with the UN EESTA and encourage research in this field.

Global Compact principles and GRI.

Sl iag s iyl
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The company’s main customers are aircraft ope-
rators that use airports and flight navigation areas;
operators at the airports, such as flight services en-
tities, shops, caterers, carrentals and coach service
companies; and last but not least, passengers.

Communications with users and operators occur
first and foremost during regular meetings.
Communications with passengers are the direct
interactions of the company’s employees
atairports and using all main communication
formats: telephone, e-mails, websites and social
media and throughregular customer surveys.

Aircraft operators

Communications with airlines that operate at Isavia
airports take place during regular user committee
meetings to which all users are invited, as well as
during private meetings with each of them
asneeded. The airport user committees operate

in accordance with the provisions of the Aviation
Act andregulations. These consist of represen-
tatives fromall the 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 animpact on
theirimportantinterests. The Keflavik Airport User
Committee meets as often as necessary but never
less than once ayear. As arule, the user committee
of the domestic airports meets once a year. Consul-
tation meetings are held once a year with the users

ETITTE
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of the flight navigation services as regards opera-
tions and investments. Consultation meetings with
users of other aspects of flight navigation services
also take place under the auspices of the ICAO
Planning Group (NAT-SPG) for the North Atlantic.
Regular meetings are held with users, as are
communications with individual users or represent-
atives of user groups if considered necessary.
Isavia's partner, the Icelandic Meteorological Office,
has arole to play in such user consultation
asregards weather information and is the monitor-
ing body as regards volcanic eruptions

and other natural disasters.

Operators at Keflavik Airport
Communications with operators at Keflavik Airport
are carried out during joint meetings or with each
operator. Fixed group meetings are held with retail
operators and caterers four times a year, perfor-
mance meetings with each operator are held 3-4
times a year and store manager coffee meetings
are held ten times ayear. Larger user meetings for
all stakeholders and service providers at and near
the airportare, at present, held in public. Two such
meetings were held in 2016.

Passengers

Communications with passengers are first and
foremost with the help of various media where
enquiries are received and responded to. Isavia
regularly performs marketing and service surveys
atits airports. Standardised service surveys have
been carried out at Keflavik Airport for the past

12 years. The survey in questionis an international
survey created by the Airports Council International
(ACl) and measures passenger satisfaction at more
than 250 airports worldwide and provides a good
comparison. Dataon 34 service aspects in the air-
portare collected throughout the year. The results
are published on a quarterly basis, which allows
aswiftresponse if anythingis found that needs
remedial action. Passenger satisfaction is measured
onascale of 0-5. Keflavik International Airport

has generally improved its positionin recent years.
There have been, however, limited periods where the
overall satisfaction has fallen, and these can usually
be traced to disruptions due to renovations of the
terminal. Other surveys are carried out as needed

in addition to theseregular surveys.
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Communications with and between employees

is first and foremost through regular staff meetings
with the Managing Director, the company's intraweb
and events held by the staff association. In order

to furtherincrease information flows to employees
and provide them with the opportunity to talk about
their work and exchange ideas, a new intraweb was
launched in 2015 under the name of Flugan (the Fly).
The intraweb is designed as a social media service

connecting employees. Everyone can make entries
and upload pictures and videos they wish to share
with their colleagues. Flugan is also a dynamic news
service for management and a simple way to get
infortmation to all employees at the same time.
Employees, moreover, canretrieve various tools
and equipment to use in their work and manage

Amabadama performed
atthelsavia Annual
Celebrationin 2016.
The new logo was also
adopted onthe same

occasion.

registrations of events, training courses and
entertainment in the company. It should be noted
that Flugan was selected as the best intraweb
during the Icelandic Web Awards in 2015 and was
nominated for the same award in 2016. The staff
association of Isavia and its subsidiaries, Staffid
(the Staff), isresponsible for a diverse and dynamic
social life and organises numerous events for its
members, such a family outing during the summer,
a Christmas buffet, trips to the cinema and bowling.
In addition, the association has negotiated discounts
in various companies for its members.
Allemployees are eligible for membership
in the staff.

The company focuses on providing a good

and family friendly working environment,

effective education and training and posi-
tive morale. Systematic efforts are spent onrenew-
ing operating units. Last year, for instance, there
were new facilities brought into use in the flight
control centre, new facilities for the employees of
airport security at Keflavik Airport and, at present,
new facilities are being constructed for the employ-
ees of airport services at Keflavik Airport.

. Isavia's cycling day

inReykjavik

. Christmas display

at Keflavik Airport
Advancement days at

Reykjavik University

. Isaviaemployees at the

Reykjavik Marathon

. TeamlIsavia participated

in WOW Cyclothon.
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There are extensive communications
with local authorities and regional
associattions in the neighbourhood

of the airport such as the Sudurnes
municipalities, the City of Reykjavik,
Akureyri, Isafjérdur, Fljotsdalshéras,
Pdrshofn, Vopnafjérdur, Husavik

and Vestmannaeyjar. It is vital that
information provision to the munici-
palities is as good as possible, as the
activities of the company can have
aconsiderable effect on the local
community. This is particularly true

of the Sudurnes area, as Keflavik
International Airport s the largest
workplace in the area. Communications
have been carried out at meetings with

the town and municipal authorities, as
well as other stakeholders. There is also
close collaboration with the marketing
agencies in the north and east Iceland
areas where, for example, work has been
carried out on marketing efforts on
direct flights to Akureyriand Egilsstadir
in collaboration with the Icelandic Route
Development Fund.

Isavia also collaborates 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. Isavia is also an
active member of the port and transport
group of the Icelandic Ocean Cluster,

a collaborative forum for companies,
most of which are directly involved
intransport and port operations.

Isavia has been one of the sponsors

of the consultation venue Arctic Circle
fromthe very beginning, and employees
take anactive partin discussions on the
issues facing the Nordic region, whether
in connection with air traffic in the
Nordic area or in connection with ideas
of developing arescue services hub
inlceland.

In addition, Isaviaregularly holds open
meetings to provide information to the
public and entities within the tourism
sector asregards the plans of the com-
pany at Keflavik Airport, such as on
construction and traffic forecasts within
the travelindustry. Isavia employees
have also held lectures at numerous
open meetings that have been held

by other entities.

In October 2016, the company held

an open consultation meeting in the
Hljémaholl venue in Reykjanesbaer to
present adraft of the new zoning plans
for the east and west areas of Keflavik
Airport. The meeting was attended by
approximately 80 persons who took
partin discussion groups on different
aspectsrelating to the planning work.

Inthe field of flight navigation services,
Isavia collaborates closely with service
providers and adjacent flight control
centres. The company participates

in Borealis, a collaborative venue for
nine flight navigation service providers
in North Europe.

Main organisations of which Isavia
is amember

Foreign organisations:

Airport Council International (ACI)

NAT-SPG, co-operative forum of
states within the ICAO NAT Region

Borealis, co-operative forum for
flight navigation service providers
innorthwest Europe

Civil Air Navigation Services
Organisation (CANSO)

Icelandic organisations:

Travel Industry Association

Confederation of Icelandic
Employers

Iceland Chamber of Commerce
Association of Reykjanes Employers

American-lcelandic Chamber of
Commerce

French-lcelandic Chamber of
Commerce

Iceland Tourism
|celand Ocean Cluster

Festa, Icelandic Centre for
Corporate Social Responsibility

Professional associations:
Stjornvisi

The Project Management
Association of Iceland

|celandic Bar Association

Flora, Association of Human
Resources Managers
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1. Openmeetingon
the zoningplans for
the eastand west
areas of Keflavik
Airport.

2. Isaviahas, foranumber
of years, supported
Landsbjorg Search and
Rescue to strengthen

accidentresponse.

Civil protection and accident response

Isavia is a member of the Civil Protection Control Centre and
plays akey role as regards response plans for search and rescue
in the Icelandic air traffic control area. Response drills at the
airport are animportant part of Isavia's preparedness as well
as civil protection measures and their development. As arule,
four air accident drills are held every year, and participation in
them has always been excellent. Three drills were held in 2016,
at Keflavik Airport, Reykjavik Airport and Parshéfn Airport.
More than 1,000 people from all response units took partin
these drills. Since the company began holding regular drills at
airports, theresponse plans of the Civil Protection unit for
multi-party accidents have developed in tune with the working
procedures used in airport drills. The company's drills, there-
fore, have become a consultation venue for response entities
for the development of knowledge and procedures that have
been codified inregulations and the Act on Civil Protection.

Isavia and Landsbjérg Search

and Rescue Grant Fund

The Isaviaand Landsbjorg Grant Fund has been active since
2012 and has allocated close to ISK 40 million to 25 search
andrescue teams. The goal is to strengthen accident response
throughout Iceland. The Fund's latest project is to support
the manufacture of special group accident carts with all the
principal equipment needed, such as in the case of coach
accidents. The employees of the company have recorded the
equipment available in each part of the country, and the carts
will be delivered to the search and rescue teams where there
is the greatest need for them. Isavia has collaborated
successfully with search and rescue teams for many years.
These teams are the foundation of emergency response

in Iceland, including at airports. For further information,
seeisavia.is/um-isavia/styrkveitingar.
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Childreninnorth Iceland

acceptasportsgrant.

Isavia’s Community Fund

The Community Fund awarded numerous
grants to various projects during the
year. The grants focus on environmental
issues, humanitarianissues, preventative
measures, aviation matters, arts, culture
and education. In addition, the company
supports various other charities by pro-
viding space for collection boxes in the
airports. Alist of those receiving grants
canbe seenonthe website of Isavia at
isavia.is/um-isavia/styrkveitingar.

Isavia’'s University Grants

Grants have been allocated to students
who are taking their master’s degrees
and doctorates at Reykjavik University
and the University of Iceland. The comp-
any allocated more than ISK 11 million to
seven master’s degree research projects
in 2016. For further information,

see isavia.is/um-isavia/styrkveitingar.

Startup Tourism

Isavia is one of the sponsors of the
project Startup Tourism, which gives
start-up companies in the tourism sector
achance torealise their business ideas.
Ten companies were selected for
participation in what has been called
abusiness accelerator, and their
representatives were given a ten-week
training course by various experts to
further develop their business ideas.

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 inits
operations. The Ministry of Finance and
Economic Affairs has overall control of
the share, and formal communications
are carried out at shareholders'meetings
and the Annual General Meeting.

Other communications with the owner
take place during meetings that are
convened as needed.

The Ministry of the Interior plays a
two-fold role in connection with opera-
tions of Isavia: on the one hand as the
professional ministry for air traffic
issues and, on the other, as a business
partner of the company as regards

the operation of the domestic airport
system. The company has a seat on
three committees and councils operated
by the Ministry; the professional council
on flightissues, the Flugvirktarrad
counciland has aobserver's seatin

the transport council. The company has
regular professional communications
with the Ministry of the Interior as re-
gards aviation issues as well as close
collaboration as regards the imple-
mentation of the service agreement.

In addition, Isavia is responsible for
the implementation of two international
agreements on flight navigation services.

The“Joint Finance" agreement applies
to flight navigation services within

the Icelandic flight information region
(Reykjavik FIR) with 24 other states,

and the International Civil Aviation
Organisation (ICAQ) is its monitoring
body. The other agreement is with the
Danish authorities for flight navigation
services in part of the flight information
region of Greenland (Sendrestrem).

Meetings are also held a few times
ayear with the Ministry of Industries
and Innovation in connection with
flight connections and tourism issues.
The Ministry has established a Flight
Development Fund that has the purpose
of strengthening international flights
to Akureyriand Egilsstadir, and Isavia
has arepresentative on the Board of
the Fund. Meetings are also held with
the Ministry for Foreign Affairs and
the Icelandic Coast Guard in connection
with defence-related operations

at Keflavik Airport and the airport's
organisational issues.

Isavia has a great deal of interaction
with many public bodies due to the
diversity of the company's activities.
The greatest interaction is with the
Icelandic Transport Authority, which
issues operating permits for airports
and flight controls and is responsible

for the appropriate supervision of imple-
mentation and operation. Other monitor-
ing bodies of which mention may be made
are the National Centre for Hygiene,
Food Controland Environmental
Protection, the Construction Authority,
the Administration of Occupational
Safety and Health, the National Planning
Agency and the Environment Agency.
Many public bodies have operating units
within or are 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. Of these, mention may be made
ofthe International Civil Aviation Organisation
(ICAQ),a sub-organisation of the United Nations
which establishes international standards for all
main aspects of civil aviation and monitors the
performance of states and service providers.
The Organisation, moreover, monitors the perfor-
mance of the previously mentioned “Joint Finance”
agreement. Due to the company's operations

in Greenland and the Faeroe Islands, Isavia is
monitored by the Trafik- og byggestyrelsen

in Denmark, and due to collaboration on flight
communications services in the North Atlantic,
there is close collaboration with the Irish
Aviation Authorities. In the arena of the Borealis
collaboration, the company collaborates with

the European Aviation Safety Agency (EASA).

Since Isavia is owned by the Icelandic state,
the company is subject to the Act on Public
Procurement. The company's main supplies
may be divided between building construction,
service purchases and operating purchases.

Communications with suppliers can take many

forms, such as in meetings, by e-mails and telephone
calls. They mostly involve negotiations, follow-ups

of agreements or individual goods purchases.
The company is working on the publication of

a code of ethics that is based on e.g. the provisions

of the international initiative UN Global Compact.
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Rulings and court judgements

involving Isavia ohf. in 2016

No courtjudgements or rulings have been made
where the company was considered to have violated
Acts of Law or rules in 2016. The following court
judgements and claims relate to the company:
Court case due to the decision of the Competition
Authority which was directed at the company

and ended with a dismissal following the opinion

of the EFTA court at the beginning of 2016.

In addition, the District Court agreed with the con-
clusions of the Information Committee as regards
the dispute on the interpretation of legislation on
the delivery of data. The company was summoned
as an alternate defendant together with the Con-
federation of Icelandic Employers and the state
due to the Act of Law that was passed to put a stop
to the wage dispute with the Icelandic Air Traffic
Controller Association but was acquitted.

There were four complaints due to invitations to
tender. In two of the cases, the complaints comm-
ittee has accepted the company's position, in one
case, an interim decision has been reached accepting
the company's position and one case is still pending.
Two complaints were submitted due to a dispute

on the delivery of data; the company’s position

was accepted in one case and not in the other.
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Isavia has, in co-operation with Reykjavik City authorities, set

up information signs in various locations in Oskjuhlid. Oskjuhli®

and Nautholsvik have arange of relics from the time the British

and the Americans occupied Iceland in WW Il from 1940-1945.

The British built an aircraft base in Reykjavik in1940-1942. Oskjuhlié
played akey role in the defence of the city and the airport, and there still
stand various constructions relating to them and the airport operation.

Fridpor Eydal prepared the photographs and texts,Sighvatur Halldérsson,
artdirector at Hvita hisidadvertising agency, did the layout and Arni
Tryggvason, designer, designed the base for the signs.
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Three aircraft operators maintained scheduled flights within
Iceland, i.e. Flugfélag islands, Flugfélagid Ernir and Norlandair.
Other aircraft operators who used the services provided

by the company’s domestic airports were Myflug, Atlantsflug
and Nordurflug. Vesturflug / Blue West and Helo operate
ahelicopter service in the company’s airports.

Flugfélag islands has flights from Reykjavik to several
locations in Greenland and Atlantic Airways to the Faeroe
Islands. In addition, the Icelandic Flight Academy (Flugskdli
islands) and Flugfélagid Geirfugl have facilities at Rekjavik
Airport. BIRK Flight Services and Flugfélag islands are
responsible for ground handling services at Reykjavik Airport.

At AkureyriAirport, Norlandair has regular scheduled

flights within Iceland and scheduled and chartered flights

to Greenland. In addition, travel agencies in the area of fer direct
flights from Akureyrito a few destinations overseas. Circle Air
offers chartered and sightseeing flights from Akureyri Airport.
Icelandair has flown between Akureyriand Keflavik Airportin
connection with the company’s main destinations in Europe and
North America, although Flugfélag islands has at present taken
over this route. In addition, the Akureyri Aviation Academy
(Flugskoli Akureyrar) is based at the airport. Flugfélag islands
and South Air are responsible for ground handling services at
AkureyriAirport.

At Egilsstadir Airport, the travel agency Discover the
World offered direct flights to London last summer.
Flugfélag islands is responsible for ground handling
services at Egilsstadir Airport.

The largest customers of Isavia's flight navigation services

are Icelandair, WOW Air, United Airlines, Emirates, Delta, SAS,
Lufthansa, British Airways, Air Canada and Qatar Airways.
These airlines fly the greatest number of kilometres within

the Icelandic flight traffic control area. The Icelandic companies
are the most active at Keflavik Airport and take advantage

of the flight navigation services there.
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Theincrease inthe number of customers at Keflavik Airport
has continued. During summer 2016, 25 airlines operated from
the airport to more than 80 destinations. Ten airlines operated
through-out the year to and from Iceland in 2016: Icelandair,
WOW air, Wizz Air, Air Berlin, Delta, Norwegian, easyJet, SAS,
British Airways and Vueling.

There are four ground handling companies operating
at Keflavik Airport, namely IGS, Airport Associates,
ACE Handling and South Air.
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Numerous passengers take advantage of Keflavik Airport
as atransitairport, and both WOW air and Icelandair use
the airport for such purpose onroutes between Europe
and North America. The minimum flight connection time
for passengers at Keflavik Airport is 25 minutes.

Isavia has, with the assistance of an incentives system,

been quite successfulin getting airlines to fly to Iceland over
the winter months, thereby distributing the load over the year.
In addition, Isavia has marketed time slots outside peak hours
each day with the objective of better utilising the investments
in place in Keflavik Airport.

Flight statistics

Passenger movement through the airports of Isavia overall
were 7.6m in 2016, an increase of 36% from 2015. The number
of international passengers increased from almost 4.9m
toalmost 6.9m, or approximately 40% between years.

The greatest increase was at Keflavik Airport and has never
beenas great over the course of asingle year. The number

of domestic passengers increased during the same period from
almost 693,000 to more than 749,000, or approximately 8.2%.

Flight movements on Isavia airports were almost 173,000
in2019. There was a decrease of almost 2% from the previous
year, which can partly be attributed to the use of larger aircraft
for domestic flights. International flight movements on
Icelandic scheduled flights airports were almost 55,000,
anincrease of almost 27%. In addition to the increase at
Keflavik Airport, there were increases at Akureyri and Egils-
stadir Airports. Flight movements within Iceland on scheduled
flights airports were more than 118,000, a decrease of 11% be-
tweenyears due to the use of larger aircraft, as stated earlier.

In total, almost 52,000 tonnes of goods were transported
through the airports in 2016, an increase of more than 1%
from the previous year. Goods transportation between
countries was almost 50,000 tonnes in 2016, an increase

of almost11% be-tween years. Goods transportation within
Iceland was almost 1,800 tonnes in 2016, anincrease

of approximately 11% from 2015.

Approximately 166,000 aircraft passed through the Icelandic
air traffic control area, an increase of around 13.5% from 2015.
Atotal of almost 235m kilometres were flown in the Icelandic
air traffic controlareain 2016.
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— YOUR JOURKEY STRRTS

1. Keflavik International Airportimproved

services for cyclists.

2. Packaging station for customers

intheretail area of Keflavik Airport.

3. Asubstitutes benchwas installed

for the duration of EM.

4. Jonsimade an unexpected appearance,
playing for passengers, who all received
anEasteregg.

. Creative Take Off was Keflavik

Ul

Airport’s contribution to DesignMarch
in2016. Selected Icelandic designers
were given the opportunity to display Isavia prepares passenger forecasts at least once
their wares. ayear for the company’s core operations. These
forecast the number of passengers using domestic
airports and Keflavik Airport. In addition, an assess-
ment is made of traffic through the Icelandic air
traffic control area.

The forecast for domestic airports is prepared
once ayear at the end of the year. Itis based on
information obtained from the largest users

of the airports and is used in connection with
operating plans and the preparation of fee lists.

Isavia assesses the trafficin the Icelandic air traffic
control areain accordance with information from
aworking group entitled the Economic Financial
Forecasting Group (EFFG). All service providers and
representatives of associations of the users of

the service in the North Atlantic are party to the
working group, and it prepares a forecast for air
traffic over the North Atlantic.
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Isavia prepares a passenger forecast for Keflavik
Airport at the end of each year. The forecast is
based oninformation about time slots that airlines
havereserved for the upcoming summer and the
winter schedule that they have prepared.
Major airlines have been very co-operative in provid-
ing information about expected seat availability.
Isavia focuses on sharing
information that the company
collects with tourist services
entities, analysts and the
public and holds open meet-
ings for such purpose.

The passenger forecast for 2017 assumes that
passenger movements will increase by 28% at
Keflavik Airport, rising from 6.8m to 8.75m,or
approximately two million between years. The
division of passengers inrecent years has been
fairly equally divisible into three parts: arrivals,
departures and transit passengers who only pass
through the airport. It is assumed that this will
change in 2017, when for the first time, the number
of transit passengers will exceed the number of
arriving or departing passengers. If the plans of
the airlines Icelandair and WOW air are realised,
the proportion of transit passengers may reach
more than 46% by the end of 2040.
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Employee turnover was 8.84% in 2016. Employee turnover
varies somewhat between departments and divisions and

was the highest in the Keflavik Airport Operations Division
and least in the Finance Division and in Human Resources and
Performance. A total of 252 summer employees were
recruited in 2016, the majority to the Airport Aviation Security
Department at Keflavik Airport, or 75%, and the rest to the
company's other departments throughout Iceland.

Allmanagers at Isavia are from the company’s nearest environs,
which is defined as beingIceland in its entirety.

Education

The company maintains extensive and ambitious educational
activities with the goal of developing the knowledge and skills
of employees in accordance with the policies and values of
the company. The educational work can be divided into two
categories, specialised and general education.

The company’s uniqueness can be seenin the fact that the
majority of its employees receive basic training in the company.
The education is specialised and is intended to ensure the
appropriate training of employee groups who require special
rights or special skills, such as in the field of air navigation,
airport security services and ground handling services.

The training schedules for these groups are approved by the
Icelandic Transport Authority, as there are strict rules that
apply to international airports.

The training department in the Flight Navigation Division
isresponsible for training air traffic controllers, aeronautical
station operators, air communications experts and flight data
experts. An agreement has beenreached withthe Meteoro-
logical Office for meteorology training for the company,with
the exception that the company’s meteorologists are respons-
ible for the meteorology training of aeronautical station
operators.
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Isavia's Airport Programme has the goal of ensuring
that employees have gained the ability to undertake
arange of airport services.

The Airport Security Programme is intended
to ensure that employees have gained the skills
toundertake airport security work.

For other groups, regular training and continuing
educationis a part of daily work, and employees
are encouraged to attend courses and otherrelated
education. The company continually seeks to
provide education that strengthens employees
both professionally and personally.

Isavia's teaching methods are under continuous
development, and IT is used extensively. An example
of this is the Moodle learning platform. Inrecent
years, the trend has increasingly been to offer
ablend of study techniques where the coursework
is through a distance learning site and the practical
training is at the place of work.
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The labour market

Isavia operatesin the general labour market

and follows general collective wage agreements
which the Confederation of Icelandic Employers
have negotiated with numerous unions on behalf
of the company. Special collective wage agree-
ments have been made with the following unions:
Landssamband slékkvilismanna (LSS)
(firefighters), Félag flugmalastarfsmanna rikisins
(FFR) (state-employed aeronautics employees),
Stéttarfélag { almenningspagu (SFR) (public
servants) and Félag islenskra flugumferdarstjora
(FIF) (flight traffic controllers).

Written contracts of employment are made with all
employees specifying their wages, working hours
and other rights and obligations. Allemployees
enjoy physical training grants and mandatory
accident insurance, parental leave and maternity/
paternity leave. Sickness rights are linked to
therelevant collective wage agreement.

Absence due toillness was 4.9% of all man-hours
in 2016. Occupational diseases, however, are not
specifically recorded by Isavia.

The company complies with laws and regulations
on health and safety, humanrights and child labour.
The company does not employ persons under the
age of 18 and pays all public charges. No work paid
under the table is available at Isavia.

Isavia has established policies and response plans
asregards bullying, harassment and violence in the
workplace. The policy is accessible to all employees
on the company intraweb and is, moreover,
presented to all new employees in the new recruit
presentations that are held for all new employees.

No formal notifications or comments were sub-
mitted in 2016 about violations of equal rights,
bullying or harassment.

The notice of termination

of employeesisinaccordance
with the applicable collective
wage agreement but varies
according to length of service
and age. The right to termi-
nate employment is mutual,
and all information is
inwriting.



44
Isavia ohf.

Equal rights

The object of Isavia's equal rights
programme is to ensure full equality be-
tween men and women in the company'’s
workplaces, with the goal of taking full
advantage of staff abilities, energy and
knowledge, free of gender-based discri-
mination. The object of the equal rights
programme is to ensure that all positions
are accessible to both genders, that con-
sideration is taken to balance family life
and work, that bullying and sexual har-
assmentis prevented, that gender ratios
are balanced in management positions
and that equalrights are ensured

in determining wages. Particular care

is always exercised to encourage both
genders to apply for available positions
inemployment advertisements.

Isavia's equal rights programme is
accessible to allemployees on the
company intraweb and is presented to
allnew employees in the new recruit
presentations. The equal opportunities
representative ensures that the
company's goals and schedules in equal
opportunities are followed and provides
advice to management and employees.
Theresults of areview of achievements
in equal rights issues are presented
annually to the Board of Directors.

Isavia was awarded PwC's gold medal

in the company’s equal wage audit in
2016, the second year in arow. The certi-
fication confirms that there is equal pay
atlsavia, with less than 3.5% difference
between genders. The company has
placed great importance on the equal
pay of men and women, and this has
beentheresult.

Allemployees are, by law, entitled to
payments from the Maternity/Paternity
Leave Fund. A total of 55 employees took

Human Resources and
Performance

Isaviawas awarded

Finance Division PwC's gold medal for

Development and
Administration

KEF Commercial Division thesecondyearina
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Services Division
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KEF Technology
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Gender proportions in different divisions
Male Female Total Average
Manag. Dir. and Deputy Manag. Dir. 8 3 1 49
Departmentmanagers 16 9 25 51
Other managers 47 7 54 48
Total 71 19 90

Gender division of management

wage equality in 2016,

maternity/paternity leave in 2016, 24 women
and 31men. They all returned to work at the
end of the maternity/paternity leave.

The gender division differs considerably between
the company's operating divisions. It is the most
equalin the Keflavik Airport Business Division

and in the Development and Administration Division.

Men are a large majority of employees in other
divisions, although efforts are being made
toincrease the number of women. The changed
arrangements of the basic study programme for
flight traffic controllers has already led to a higher
proportion of women entering the programme,
and there are hopes that it will do so even further.

Health and safety

Isavia operates a safety committee that addresses
the health and safety issues of employees.

In the event of an accident, the health and safety
representative isresponsible for recording and
analysing the incident and proposing improvements
to facilities or procedures in order to prevent a
re-occurrence. A new employee was added in 2016
towork onimproving safety in the operating units
of the company.
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Notifications of work-related accidents have
increased between years in conjunction with
the increased scope of operations and increase
in the number of employees. At the same time,
theregistration of accidents and follow-up have
been improved, and this may explain part of the
increase. There were 39 work-related accidents
recorded last year, none of which, however, were
considered major.

A specialrisk assessment has been prepared
asregards working conditions, and a schedule

for health protection has been prepared in
co-operation with Vinnuvernd, among others.
Employees can contact the service desk of Vinnu-
vernd and obtain advice on their ownillness or that
of family members. In addition, Vinnuvernd's nurse
holds regular consultations at the company'’s
largest operating units.

Isavia encourages and supports employees

to engage inregular physical exercise and to live
a healthy life. The company invites permanent
employees either to attend and record their visits
to certain fitness centres or to receive a grant for
physical exercise amounting to ISK 25,000 a year.
Summer employees may attend and register their
visits to fitness centres in the same manner

as permanently employed staff.

End of employment

Forageneralemployee, the end of employment

is regarded as the end of the month in which the
employee reaches the age of 70. The members of the
Icelandic Air Traffic Controller Association, however,
retire at the age of 63. The company offers end-of-
employment counsel for those who are nearing their
retirement age, and their spouses are invited as well.
The course is a venue to obtain useful information
and discuss the changes that may be expected and
tospendapleasant time with colleagues, spouses or
friends and the representatives of the company. Ten
employees participated in such a course in 2015.
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The company's environmental policy

may be found on Isavia's website, together
with detailed information on the company’s
environmental work. The following section will
describe the main tasks undertaken in 2016.




48
Isavia ohf.

ISAVIA IN THE
ENVIRONMENT

ACTIONS
IN CLIMATE ISSUES

Isavia made the decision to encourage carbon
offsettingin the company. The decision was made
tostart the work at the company's largest
workplace, Keflavik Airport. Airports Council
International (ACI) has a management programme
toreduce carbon emissions at airports. Keflavik
International Airport is a participant in this work
and completed the first step of three toward the
airport’s Airport Carbon Accreditation in 2016.
The carbon footprint of the operation and

environmental impact on its environs has thereby
been identified. Work on the second step of the
accreditationis underway and is expected to be
completed in 2017. This will require the airport to
submit an action plan for the reduction of carbon
emissions from the operation. This accords well with
the declaration for actions in climate issues from
the City of Reykjavik and Festa, Icelandic Centre for
Corporate Social Responsibility, which the Managing
Director of Isavia signed in November 2015.

ENVIRONMENTAL
MANAGEMENT

GREEN STEPS

GRZANAS
ENCOURAGES
RECYCLING

Work on the certification of selected Isavia airports according
to 150140001 is well underway. Environmental assessments
have been carried out on the airports in Keflavik, Reykjavik,
Akureyriand Egilsstadir. In addition, an assessment has been
carried out on the aviation communications centre in Gufunes.
The assessments define important environmental aspects

in the operation, and theirimpact on the environment

is evaluated. An action plan will subsequently be issued

to ensure continuous monitoring and management

of the environmental aspects in question.

Isaviais a participant in the project Green steps organised
by the Environment Agency of Iceland. The project involves
making the company's operations more environmentally
friendly, increasing employee wellbeing, improving their
working conditions and reducing operating costs.

Inorder to create a positive atmosphere for the project,

a competition between operating units was launched to fulfil
the green steps in which Isavia participates. The first three
prizes for achievement have been awarded. A few operating
units have completed the first step, one has completed

the second and one unit has completed all three steps.

Keflavik Airport’'s warehouse at Granas in Reykjanesbaer
accepts furnishings and useable building materials from
the changes made to the company's operating units.
Equipmentisrecycled as much as possible in the operating
units of the company, and whatever cannot be used is given
to athird party or disposed of. The initiative is part

of the green steps that Isavia has been adopting and has
saved the company tens of millions of ISK every year.
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USE OF MATERIALS

A major part of the company’s operation is dependent

onthe use of fuel. The greatest proportion can be traced to the
servicing and maintenance of the runways and operating areas

of airports. The scope of the operations is generally dependent
on the weather and is independent of the number

of passengers. There can be considerable fluctuations between
years if winter services must be provided for many days during
the year, as these machines require the most fuel.

Petrol 45,665 | 471311
Diesel 7517221 714,574
Kerosene 25,0001 45,574
Methane 1981 271
Litres per passenger 1.481 1.061

el

ENERGY

Isavia's operations are extensive, and tens of thousands

of passengers use the company's facilities on a daily basis.
Lastyear, the company’s energy use corresponded to that

of over 4,500 households, or 22,843,018 kWhrs. The use of
hot water corresponded to the annual use of around 3,800
households,or 587,874 cubic metres. This use has been signif-
icantly decreased between years, or by 200,000 cubic metres.
Thisreduction was first and foremost at Keflavik Airport,
where better weather conditions have had a positive effect.

WATER

Fresh water is obtained from the
distribution systems of the munic-
ipality in which the company operates.

Groundwater studies were performed
at Keflavik Airportin autumn 2016,and
samples were taken from wells in diff-

erent locations within the airport area.

There are two settlement ponds

at Keflavik Airport that have therole
of collecting surface water, slowing
its flowrate and cleaning it. The water
is cleaned in that polluting materials
float up, settle to the bottomor are

filtered out through the soil. In addition,

microbes and underground soil animals
can encourage the degradation of
materials and plant life growing near
and in ponds may absorb them.
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BIO-DIVERSITY

AN IMPORTANT PART OF AIRPORT OPERATION ARE VARIED

SAFETY MEASURES, INCLUDING EFFORTS TO MINIMISE THE RISK

OF COLLISIONS BETWEEN ANIMALS AND AIRCRAFT. ANIMAL LIFE

IN THE AIRPORT AREA IS CLOSELY MONITORED, AND THEY ARE KEPT
AWAY FROM THE RUNWAYS USING E.G. MEANS TO SCARE THEM AWAY
AND HABITAT MANAGEMENT.

Theregistration of wildlife has been carried out
for many years, although its scope differs between
airports. The tendency of animals to enter the
airport area also differs between airports. Most
of the wildlife entering the airport area are birds,
although there have been cases where reindeer,
foxes and rabbits have had to be scared away. A list
of the species that have beenrecorded in airport
areas, classified according to the [IUCN Red list of
threatened species and their protective status in
Iceland, canbe seenonlsavia's website at isavia.
is/um-isavia/umhverfisstefna-isavia. It should be
noted, however, that these are the species that
have beenscared off the airport area, but not all the
species that live within the area.

Although Midnesheidiis among the larger nesting
areas of the lesser black-backed gull, these are
not protected. Grassland birds have also tended
totry tonestinthe airportarea, and there have
been attempts to lessen their attempts to enter

Scare actions are most common at the four inter-
national airports, i.e. Reykjavik, Akureyri, Egilsstadir ~ the areaby e.g. changing the vegetation by planting
and Keflavik, given that all four locations areashort  lupines and spreading organic fertiliser and seeding
distance from nesting grounds. The total land area the area.

within the airport fences is over 30 square kilome-
tres, and it is, therefore, not unnatural that birds
and other animals tend to enter.

Foxes are the only wild land animal on and near

the airport. Their number has, however, decreasedin
recentyears, and sightings have been the exception.
There were, nevertheless, a higher number of sight-
ings in 2016 than previously. The majority of birds
near the airport areas tend to be migratory birds,
although ptarmigan nest nearby to a small extent.

The diversity of the wildlife, however, differs be-
tween airports, and a great deal of attention has
been paid to recording the scare tactics used
and the development of wildlife at each airport.
The scare tactics used certainly have an effect
on the wildlife, but they are used to ensure the
safety of aircraft and passengers and are, there-
fore, an integral aspect of air transport.

The possible bird strikes registered during
the past year were 43 at the airports operated
by the company.
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EMISSIONS

The direct emission of greenhouse
gasses from the operation of the
company can be traced to fuel use in

the operation. Emissions fell from 2,599
tonnes to 2,550 of CO_e., i.e.around 49
tonnes between 2015 and 2016.

This corresponds to approximately 0.34
kg per passenger passing through the
company's airports.

Direct greenhouse gas emissions from
Isavia's energy use is next to none.

All energy is either from district heating
plants (geothermal) or from hydropower
stations. Inboth cases, the energy in
questionis fromrenewable sources that
cause no or very little emissions of
greenhouse gases. Indirect emissions
due to heat and electricity, therefore,
arevery slight if account is taken of
electricity production by other means.
Indirect emissions from energy use

in 2016 was approximately 260 tonnes
of CO,.

Waste sent to landfills is considered

as indirect greenhouse gas emissions,
and in 2016, 1,222,277 kg of unsorted
waste was sent to landfills. The assessed
emission of carbon from landfill waste
disposal from Isavia in 2016 was 709
tonnes of CO..

The company has set itself a goal that
by 2020, its emission of the greenhouse
gases will have decreased by around 10%
per passenger based on the figures from
2015and by 29% by 2030. In 2015, green-
house gas emissions were 0.60 kg CO,
equivalents, while in 2016, the emissions
were 0.46 kg CO, equivalents,

or adecrease of 24.5%, which fulfils
thecompany’s target much earlier than
was anticipated. Account was taken

of the emissions of CO, from the use

of fossil fuels, production of electricity
and sending waste to landfills.

The decision to begin switching to
electric cars at Isavia was made in 2016.

2.600

2.550

2.500 \.

2015

2016

Fuel consumption

— CO2 emissions (t CO.e) in tonnes.

AIR QUALITY

Isavia beganto assess air quality atits
airports in 2016. The engineering firm
Eflapreparedareportin co-operation
with the University of Aveiro in Portugal
asregards the air quality at Keflavik
Airport. Pollution was calculated based
on traffic through the airport in 2015,
and estimates to 2025 were calculated.
The conclusion of the report was that
the concentration of all pollutants
proved to be within the limits set in the
requirements for air quality in Regulation
No. 251/2002 for both 2015 and 2025.

In addition, it should be noted that

there are next to no emissions of ozone-
depleting substances emitted in the
operation of the company.lsavia has
adopted the ADS-B technology iniits
flight navigation services,which provides

it with significantly increased accuracy
in the location of the aircraft that fly
through the Icelandic air traffic

control area. This means that it is pos-
sible to lessen the distance between
aircraftin the part of the air traffic
control areawhere the traffic is heavi-
est each time due to advantageous
weather conditions. This leads to consi-
derably less use of fuel and emission of
greenhouse gases. The new flight navi-
gation technology, therefore, promotes
increased safety, lessens environmental
impact and saves the airlines money.
The company has begun the adoption
of telecommunications equipment for
satellites which will make it possible to
achieve eventbetter success in other
parts of the air traffic control areas.
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SEWERAGE

Over the past few years, Isavia has improved
wastewater drainage at the international airports,
which are commonly connected to the municipal
drainage systems. In 2016, work was carried out
onrefurbishing wastewater drainage from the west
part of Keflavik Airport, which drains into the sea.
A pumping and filter station was built at Djupavik
south of Stafnes in Sandgerdi and a new and longer
outlet laid out to sea. The work is expected to be
completed this summer. Wastewater pipes from
the east part of the area are connected to the
filtering station at Fitjar in Reykjanesbzer.

WASTE

Waste sorting varies considerably among company's
operating locations. The most common is the sepa-
ration of paper, deposit beverage containers, plastic
and general waste. Some operating units, however,
have gone further and also separate organic waste.
Hazardous waste is sorted separately in all operat-
ing units, as required by law.

Proportion Kg passKegng::

Sorted forrecycling 14% 205,858 0.03
Unsorted to landfill 86% 1,222,277 0.16
100% 1,428,135 0.19

It has proved most difficult to sort waste at
Keflavik Airport, as there is a lack of facilities,

and there have been difficulties according with
customs rules. Waste sorting, however, will proba-
bly improve in the near future with the new facilities
that have been built in connection with the enlarge-
ment of the airport terminal and which were
brought into use just before the end of the year.

Apart of Isavia's climate targets is to reduce
the volume of unsorted waste in its operation,
as there is considerable room for improvement.
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NOISE DE-ICING
Noise from aircraft and other transport can have an effect M A T E R I A L

onnearby areas and cause discomfort. Comments on noise
levels are sometimes submitted by the residents of Reykjavik
and Sudurnes. Isavia seeks to minimise such discomfort,
designing, among other things, approach procedures that cause
as little noise pollution as possible. Noise pollution sometimes
temporarily increases due to work being carried out at the
airport, or due to special types of aircraft that use the facilities
of the airports.

Regular noise analyses are carried out at Reykjavik Airport
asregards air traffic and always in connection with the renewal
of the operating permit for the airport. The results of analyses
inrecent years have shown that noise from air traffic is under
the established reference limits, and only two comments relat-
ing to noise were submitted last year. In addition, numerous
measures have been taken toreduce noise pollution near the
airport. Itis, forinstance, closed at night, and flight paths have
often been changed to improve noise levels near the airport.

Keflavik Airport’s noise footprint changed for a while when only
one runway, the east-west runway, was in use when renewal
- construction was underway during peak periods in the summer
= of 2016. Certain residential areas were then subjected to noise
pollution, mainly in Reykjanesbaer. Work has been carried out to
change flight paths to lessen the noise pollution. A proportion
of the pollution can be traced to the generally increased traffic
through the airport.

At present, new noise measurement equipment is being

installed near Keflavik Airport, and the measurement values

will be accessible to the public inreal time on the Internet.

~ Onenoise measurement device is already in use and has
collected some data thatis used to assess the level of noise.
The measurements are the basis for being able to show users
andresidents the effects of changes.

“THE MEASUREMENTS ARE THE BASIS FOR
BEING ABLE TO SHOW USERS AND RESIDENTS
THE EFFECTS OF CHANGES.”

Isaviauses Clearway F1de-icing liquid together with Clearway
SF3solid runway de-icer for its runways and other aircraft

During the past year, there were 15 comments submitted as re- used areas. The solid de-icer consists of sodium formate and
gards the noise from Keflavik Airport, both fromresidents and carries the “Blue Angel” environmental label. The material is

also from pilots who were dissatisfied with not being allowed to Clearway Fiin litres 54300 biodegradable, has minimal toxic effects on water resources
fly overresidential areas. This is a decrease from the preceding ' and meets all required environmental and ecological

year. Withimprovements, it is hoped that the comments will Clearway SF3in tonnes 27 requirements. The same applies to the de-icing liquid, which

decrease even further. One complaint is being processed due to is based on potassium formate. Very little de-icing materials
the conclusions of the Environment Agency that new runways are used on the runways of domestic airports, only a little

need notundergo an environmental impact assessment. in Akureyri (2,000 in 2016) Sand is more commonly used.
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Isavia’s financial position has strengthened
considerably in recent years in line with its
increased scope of operations.

This is an important prerequisite to enable
the company to cover the increased leveraging
with the necessary developments ahead.

The company has embarked on extensive

and costly construction at Keflavik Airport
over the past few years in order to respond

to the significant growth in traffic.

During 2013-2016, investments were made
amounting to approximately ISK 28.4bn

in construction and renovations, and the
company'’s forecasts assume tens of billions
in investments in the coming years.

The proportion of Icelandic suppliers is 87%,
and that of overseas suppliers is 13%, although
there are no records detailing which of these
reside outside the European Economic Area.
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A MAJOR INDUSTRY
IN STEADY GROWTH

Keflavik Airport
1954

[savia, the Icelandic authorities, the airlines and
other stakeholders have been successfulin pro-
moting Keflavik Airport as a destination, particu-
larly outside peak hours. Passengers outside peak
hours have grown proportionately faster than
during peak hours. The decision of the Icelandic
airlines to add wide-body jets to their fleet has had
asignificantimpact on the operation of the airport.

Itis important that care is taken as regards the
enlargement plans for Keflavik Airport, which are
necessary for the airport to be able to welcome
the growing number of passengers in the future.

The development of the airport has great potential
of becoming profitable, both as regards the opera-
tion of the airport itself and the Icelandic economy

“THE DEVELOPMENT OF THE AIRPORT HAS GREAT
POTENTIAL OF BECOMING PROFITABLE, BOTH AS
REGARDS THE OPERATION OF THE AIRPORT ITSELF
AND THE ICELANDIC ECONOMY AS A WHOLE."

This called for the enlargement of the airport as well
as changes such as to the baggage handling system
as well as the flow of passengers, and it is safe to
say that these have been a success, although the
changes were very rapid.

Keflavik Airport s the largest gateway into Iceland
and is one of the most important individual aspects
in the infrastructure of the tourism industry.

as awhole. Itis, however, important to keep

inmind the overheating effects of the development
and ensure that the build-up goes hand in hand with

the sensible forecast of the increase in passengers

and opportunities relating thereto.

In addition, it isimportant that other infrastructure
grow in tune with the enlargement of the airport,
such as policing, healthcare, monitoring bodies

and theroad system.

Icelanders are frequent flyers in comparison

to other European countries, according to arecent
study carried out by the ACI (Airports Council
International). The number of direct jobs at airports
per capita are only exceeded by Luxembourg.

Direct jobs in the companies who have operations
inKeflavik Airport have increased rapidly in conjunc-
tion with the increased number of travellers.

The number of direct jobs was 5,600 in 2016,1,300
of whichwere new jobs created during the year.

Based on the possible development of passenger
numbers, it is estimated that 476 new jobs will be
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Keflavik Airport’s
Master Planassumes
extensive development
t02040.

created at the airport each year. These jobs will

be spread between many companies that have
operations at the airport, and around 40% will be
directly linked to the Icelandic airlines (pilots, cabin
crew, etc.). Other jobs are in the numerous other
services provided at the airport. Some companies
atthe airport have had to seek employees overseas,
and it is clear that the airport will increasingly have
to draw workers from the Greater Reykjavik Area
and South Iceland. It is, therefore, extremely
important to improve transport means to the area.
By the end of 2016, approximately

3% of the total workforce in Iceland was directly
linked to the operations of Keflavik Airport.
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KEY FIGURES FROM OPERATIONS 2016 2015

From the balance sheet 2016 2015 2014 2013 2012 Group Revenue
Income 33,008 26,013 22,079 19,810 18,397 o f
ncometfrom
airport services
EBITDA 8,857 6,008 4,906 4,470 3,823 . | f
ncome from
property
EBIT 6,322 3,999 3328 2,818 2396 @ Goodssales
Financialincome/expenses 2,304 -181 -605 1,200 -1,465 ® ;
ncome from
international services
Profit before taxes 8,626 3,818 2,724 4,018 932 Other
er income
Overallresults 6,923 3,073 2,197 3,217 738

From the statement of financial position

Property, plant and equipment 42,922 31,425 25,715 23,179 21,784
Asset 22 18 0,8 n 0 Income from
ssets 59,229 45187 40,649 345 33.39 airport services
Equity 27,057 20,134 17,061 14,864 11,647
@ Senvice agreement
Interest-bearing liabilities 24,206 18,565 18,963 15,886 18,803 with IRR
Landing charges
Currentratio 1.49 1.30 1.91 1.24 1.26

o
() Airport security fees
L

Passenger fees
From the statement of cash flows

Other fees
Operating activities 6,151 6,326 4,628 4,032 3,535
Investment activities -13,760 -5.747 -5.754 -2,966 -1,730
Financing activities 8,798 67 2,857 -1,324 -1,362
Cash and cash equivalents at end of period 5,831 4,994 4,491 2,730 3,026

Operating costs

Financial ratios
Contribution margin 27% 23% 22% 23% 21% @ Costsof goods sold
Profit margin 21% 12% 10% 16% 4% @ Payrollexpenses
Rate of return onassets 0.63 0.60 0.59 058 056 @  Office and administrative costs
Returnonequity 29% 17% 14% 24% 7% @ Other operating costs
Earnings per kréna of share capital 1.24 0.55 0.39 0.58 0.13 Depreciation

Equity ratio 46% 45% 42% 43% 35%

Average number of positions 1,215 1,017 914 848 790
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GRI OVERVIEW

Isaviaisissuingits first Annual Accounts and Social Report in
accordance with the criteria of the Global Reporting Initiative

(GRI). The report follows the crite
and Airport Operators Sector Dis

ria of GRI G4 Comprehensive
closures, which is specifically

intended to address the challenges and opportunities that
airports face when it comes to sustainability.

Theinformationin the reportis based on 2016, and applies to
the parent company. The report was prepared by experts in
their fields at Isavia. The table below shows the status of each
aspect and where information on them can be found.

Content Placement Status  Pageno.
STRATEGY AND ANALYSIS
G4-1 Statement from the most senior decision-maker of Address by the Managing Director [ 8-9
the organization (such as CEO, chair, or equivalent
senior position) about the relevance of sustainability
to the organization and the organization's strategy
foraddressing sustainability.
G4-2 Provide a description of key impacts, risks, and Address by the Managing Director [ ] 8-9
opportunities.
ORGANIZATIONAL PROFILE
G4-3 Name of the organization. Isavia ohf. [ ]
® Compliance G4-4 Primary brands, products, and services. Isavia's Operations, Executive Board, o 6,
© Partially compliant Increased Scope 18-21,
. 36-37
O None compliance
® Not Applicable G4-5 Location of the organization's headquarters. Reykjavik Airport, 101 Reykjavik [
G4-6 Number of countries where the organization Isavia only operates inlceland. [
operates, and names of countries where either the The company owns four subsidiaries,
organization has significant operations or that are The Duty Free Store, Tern Systems,
specifically relevant to the sustainability topics Domavia and Suluk.
coveredinthereport.
G4-7 Nature of ownership and legal form Isaviais public limited company [
G4-8 Markets served (including geographic breakdown, Isavia's Operations, Stakeholders, [ ) 6,
sectors served, and types of customers and Increased Scope, https://www. 26-35,
beneficiaries). kefairport.is/English/About-us/Facts- 36-39
and-figures/
G4-9 Scale of reporting organization: Total number of Isavia's Operations, Stakeholders [ 6,
employees, total number of operations, net sales (customers), Human Resources, 26-27,
ornetrevenue, total capitalization broken downin Major Industry in Steady Growth, 40-43,
terms of debt and equity and quanity of products Key Figures from Operations, Annual 58-59,
or services provided. Additionally for airports: size Report 60-61,
of airport, number and length of runways, stating 74-99
whether they are primary or crosswind runways,
minimum connection time between flights at the
airport, number of operations, number of airlines
served and number of destinations served.
G4-10 Total number of employees by employment contract Human Resources [ 40-43
and gender (a-f total 6 items).
G4-11 Percentage of total employees covered by collective Human Resources [ 40-43
bargaining agreements.
G4-12 Description of the organization's supply chain: Stakeholders (suppliers) () 35
G4-13 Significant changes during the reporting period [ 8-9,
regarding the organization’s size, structure, 16-21
ownership, or its supply chain.
COMMITMENTS TO EXTERNAL INITIATIVES
G4-14 Explanation of whether and how the precautionary Stakeholders (authorities), Isavia and 34-35,
approach or principle is addressed by the the Environment 46-55

organization.
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G4-15 List of externally developed economic, environmental Address of the Chairman of the [ 10-13,
and social charters, principles, or other initiatives Board of Directors, Corporate Social 24-25,
towhich the organization subscribes or which it Responsibility Strategy, Stakeholders 32-34
endorses. (society), Isaviaand the Environment
G4-16 Memberships of associations (such as industry Address of the Chairman of the [ 10-13,
associations)and national or international advocacy Board of Directors, Corporate Social 24-25,
organizations. Responsibility Strategy, Stakeholders 32-34
(society), Isaviaand the Environment
IDENTIFIED MATERIAL ASPECTS AND BOUNDARIES
G4-17 Operational Structure of the organization. Annual Report [ 74-99
G4-18 Details onreport content and aspect boundaries. Thisis the first CSRreport published [
by lsavia.Itis based on the Global Re-
porting Initiative (GRI). With additions
from the Airport Operators Sector
Disclosures.
G4-19 All material Aspects identified in the process for Isavia's Operations Isavia, Stakehold- [ 6-7,
defining report content. ers, Isaviaand the Environment 26-35,
46-55
G4-20 Aspect Boundary within the organization: Increased Scope, Human Resources, [ 36-37,
Methodology for measures, including assumtions. Isavia and the Environment 40-43,
Addidionally for airports: Passengers and cargo from 46-55
customers
G4-21 AspectBoundary outside the organization.: Increased Scope, Human Resources, [ 36-37,
Methodology for measures, including assumtions. Isavia and the Environment 40-43,
Addidionally for airports: Passengers and cargo from 46-55
customers
G4-22 Explanation of the effect of any restatements of Not applicable to firstreport [
information provided in previous reports, and the
reasons for suchrestatements.
G4-23 Significant changes from previous reporting periods Not applicable to firstreport [
inthe Scope and Aspect Boundaries.
STAKEHOLDER ENGAGEMENT
G4-24 List of stakeholder groups engaged by the Corporate Social Responsibility [ 24-25,
organization. Strategy, Stakeholders, Increased 26-35,
Scope 36-37
G4-25 Basis for identification and selection of stakeholders Corporate Social Responsibility [ 24-25,
withwhom to engage. Strategy, Stakeholders, Increased 26-35,
Scope 36-37
G4-26 Organization's approach to stakeholder engagement, Address by the Managing Director, Ad- 8-9,
including frequency of engagement by type and by dress of the Chairman of the Board of 10-13,
stakeholder group, and an indication of whether any Directors, Governance, Stakeholders, 16,
of the engagement was undertaken specifically as Increased Scope, Human Resources 26-35,
partof thereport preparation process. 36-37,
40-43
G4-27 Key topics and concerns that have beenraised Address by the Managing Director, [ 8-9,
through stakeholder engagement, and how the Address of the Chairman of the 10-13,
organization has responded to those key topics and Board of Directors, Corporate Social 24-25,
concerns, including through its reporting. Responsibility Strategy, Stakeholders, 26-35,
The Environment 46-55
REPORT PROFILE
G4-28 Reporting period (such as fiscal or calendar year) for Report for the year 2016 [
information provided.
G4-29 Date of mostrecent previous report (if any). Not applicable for first report [
G4-30 Reporting cycle (such as annual, biennial). Yearly ®
G4-31 Contact point for questions regarding the report or Enquiries sent to: https://www.isavia. [
its contents. is/english/about-isavia/contact
G4-32 GRI Content Index. Process for determining the The GRI criteriawas used with addi- [ ]

content of thereport.

tions for airports.
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GRI CONTENT INDEX
G4-33 Policy and current practices with regard to seeking Independent Auditor’s Report, comply [ 16-17,
externalassurance for the report with laws and regulations applicable 46-55,
to the company, Risk Management, 76-77
Governance, The Environment
GOVERNANCE
GOVERNANCE STRUCTURE AND COMPOSITION
G4-34 Governance structure of the organization, including Governance ([ ] 16-17
committees of the highest governance body. Identify
any committees responsible for decision-making on
economic, environmental and socialimpacts
G4-35 Process for delegating authority for economic, Governance (Executive Board) () 16-19
environmental and social topics from the highest
governance body to senior executives and other
employees
G4-36 Report whether the organization has appointed an Governance (Executive Board) [ 16-19
executive-level positions withresponsibility for
economic, environmental and social topics, and
whether post holdersreport directly to the highest
governance body
G4-37 Process for consultation between stakeholders The project was managed by the PMO [
and the highest governance body on economic, manager at Development & Admin-
environmental and social topics. If consultation istration on behalf of the Managing
is delegated, describe to whom and any feedback Director
processes to the highest governance body
G4-38 Composition of the highest governance body and its Corporate Governance Statement: [
committees. https://www.isavia.is/um-isavia/
stjorn/
G4-39 Report whether the Chair of the highest governance Governance Procedures: https://www. [
body is also an executive officer isavia.is/um-isavia/stjorn/
G4-40 Report the nomination and selection processes The Authorities' General Ownership ()
for the highest governance body and its comittess, Policy
and the criteriaused for nominating and selecting
highest governance body members, including:
Whether and how diversity is considered, whether
and how independence is considered, whether and
how expertise and experience relating to economic,
environmental and social topics are considered
and whether and how stakeholders (including
shareholders) are involved
G4-41 Processes for the highest governance body to ensure Governance Procedures and Code [
conflicts of interest are avoided and managed of Conduct: https://www.isavia.is/
um-isavia/stjorn/
HIGHEST GOVERNANCE BODY'S ROLE IN SETTING PURPOSE, VALUES AND STRATEGY
G4-42 Highest governance body’s and senior executves’ Governance Procedures and Corpo- [

roles inthe development, approval, and updating

of the organization's purpose, value or mission
statements, strategies, policies, and goals related to
economic, environmental and social impact

rate Governance Statement: https://
www.isavia.is/um-isavia/stjorn/

HIGHEST GOVERNANCE BODY’'S AND SENIOR EXECUTVES' ROLES IN THE DEVELOPMENT, APPROVAL, AND
UPDATING OF THE ORGANIZATION’'S PURPOSE, VALUE OR MISSION STATEMENTS, STRATEGIES, POLICIES, AND
GOALS RELATED TO ECONOMIC, ENVIRONMENTAL AND SOCIAL IMPACT

G4-43 Measures taken to develop and enhance the (@)
highest governance body's collective knowledge of
economic, environmental and social topics

G4-44 Processes for evaluation of the highest governance o

body's performance withrespect to governance of
economic, environmental and social topics.

Content

Placement
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HIGHEST GOVERNANCE BODY'S ROLE IN RISK MANAGEMENT

G4-45

Highest governance body's role in the identification
and management of economic, environmental and
socialimpacts, risks, and opportunities. Include the

highest governance body's role in the implementation

of due diligence processes.

Governance

16-19

G4-46

Highest governance body’s role inreviewing the
effectiveness of the organization’s risk management
processes for economic, environmental and social
topics.

G4-47

Frequency of the highest governance body's review
of economic, environmental and social impacts, risks,
and opportunities.

HIGHEST GOVERNANCE BODY'S ROLE IN SUSTAINABILITY REPORTING

G4-48

Highest committee or position that formally reviews
and approves the organizations sustainability report
and ensures that all material Aspects are covered

Managing Director

HIGHEST GOVERNANCE BODY'S ROLE IN EVALUATIONG ECONOMIC, ENVIRONMENTAL AND SOCIAL
PERFORMANCE

G4-49

Process for communicating critical concerns to the
highest governance body

Through the Managing Director and
Executive Board

G4-50

Report the nature and total number of critical
concerns that were communicated to the highest
governance body and the mechanism(s) used to
address andresolve them

Board Minutes

REMUNERATION AND INCENTIVES

G4-51

Remuneration policies for the highest governance
body and senior executives

Remuneration policy 2016 confirmed
at the Annual General Meeting

G4-52

Process for determining remuneration

Human Resources

41

G4-53

How stakeholders'views are sought and taken
intoaccountregarding remuneration, including
theresults of votes onremuneration policies and
proposals, if applicable.

G4-54

Ratio of the annual total compensation for the
organization's highest-paid individual in each country
of significant operations to the median annual total
compensation for all employees (excluding the
highest-paid individual) in the same country.

No bonuses are paid in the company

G4-55

Ratio of percentage increase in annual total
compensation for the organization's highest-paid
individual in each country of significant operations
to the median percentage increase in annual total
compensation for all employees (excluding the
highest-paid individual) in the same country.

No bonuses are paid in the company

ETHICS AND INTEGRITY

STANDARD DISCLOUSURES PROVIDE AN OVERVIEW OF: VALUES, PRINCIPLES, STANDARDS AND NORMS

G4-56

The organization's values, principles, standards
and norms of behavior such as codes of conduct and
codes of ethics.

Human Resources, on the website:
https://www.isavia.is/um-isavia

40-43

G4-57

Internal and external mechanisms for seeking advice
on ethicaland lawful behavior, and matters related to
organizational integrity, such as helplines or advice
lines.

G4-58

Internaland external mechanisms for reporting
concerns about unethical or unlawful behavior, and
mattersrelated to organizational integrity, such as
escalation through line management, whistleblowing
mechanisms or hotlines.

Rulings and verdicts, Laws and regula-
tions: http://www.isavia.is/um-isavia/
log-og-reglugerdir

35
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© Partially compliant

O None compliance

ECONOMIC
ECONOMIC PERFORMANCE
G4-EC1 Direct economic value generated and distributed: Annual Report 74-99
Revenues, operating costs, employee wages and
benefits, payments to providers of capital, payments
to government (by country), community investments
G4-EC2 Risks and opportunities posed by climate change
that have the potential to generate substantive
changes in operations, revenue or expenditure
G4-EC3 Coverage of the organization’s defined benefit plan Annual Report 74-99
obligations
G4-EC4 Total monetary value of financial assistance received None
by the organization from governments
MARKET PRESENCE
G4-EC5 Standard entry level wage by gender compared
to local minimum wage at significant locations of
operation
G4-EC6 Prorportion of senior management hired from the Everybody
local community at significant locations of operation.
Additionally for airports: Is of particular relevance to
the airport sector.
AO1 Airportdisclosure: Totalnumber of passengers Economy of Isavia, Facts and figures: 72
annuarlly, broken down by passengers oninternational https://www.kefairport.is/English/
and domestic flights, and broken down by origin-and- About-us/Facts-and-figures/
destinationand transfer passengers, including transit
passengers.
A02 Airport disclosure: Total annual number of aircraft Increased Scope 36-37
movements by day and by night, broken down by
commercial passenger, commercial cargo, general
aviation, and state aviation flights.
AO3 Airportdisclosure: Total amount of cargo tonnage Increased Scope 36-37
INDIRECT ECONOMIC IMPACTS
G4-EC7 Development and impact of infrastructure A Major Industry in Steady Growth, 58-59,
investments and services supported. Additonally for Annual Report 74-99
airports: Particular relevance to the airport sector
because of highimpact onlocal economies.
G4-EC8 Significant indirect economic impacts, including the A Major Industry in Steady Growth 58-59
extent of impacts
PROCUREMENT PRACTICES
G4-EC9 Proportion of spending on local suppliers at Economy of Isavia 53
significant locations of operation
ENVIRONMENTAL
MATERIALS
G4-EN1 Materials used by weight or volume Isavia and the Environment 48
G4-EN2 Percentage of materials used thatare recycled input Isavia and the Environment 48
materials
ENERGY
G4-EN3 Energy consumption within the organization, Isavia and the Environment 48

including fuel types used

G4-EN4 Energy consumption outside the organization,
including fuel types used

Isavia and the Environment

G4-EN5 Energy intensity

Not applicable.More applicable to
manufacturing companies.

G4-EN6 Reduction of energy consumption. Additionally for Isavia and the Environment 48
airports: Important for airports to share sectoral
best practice.
G4-EN7 Reductions inenergy requirements of products and Isavia and the Environment
services
WATER
G4-EN8 Totalwater withdrawal by source Isaviaand the Environment 48
G4-EN9 Water sources significantly affected by withdrawal No water shortage in the country
of water
G4-EN10 Percentage and total volume of water recycled and Isavia and the Environment
reused
A04 Airportdisclosure: Quality of storm water by Isavia and the Environment 46
applicable regulatory standards.
BIODIVERSITY
G4-EN11 Operational sited owned, leased, managedin, or Isavia and the Environment 49
adjacent to, protected areas and areas of high
biodiversity value outside protected areas
G4-EN12 Description of significantimpacts of activites, Isaviaand the Environment 49
products, and services on biodiversity in protected
areas and areas of high biodiversity value outside
protected areas
G4-EN13 Habitats protected or restored Isavia and the Environment
G4-EN14 Totalnumber of IUCN RED list species and national Isavia and the Environment 49
conservation list species with habitats inareas
affected by operations, by level of extinctionrisk
EMISSIONS
G4-EN15 Direct greenhouse gas (GHG) emissions (scope 1) Isavia and the Environment 52
G4-EN16 Energy indirect greenhouse gas (GHG) emissions Isavia and the Environment 52
(scope 2)
G4-EN17 Other indirect greenhouse gas (GHG) emissions Isavia and the Environment 52
(scope 3)
G4-EN18 Greenhouse gas (GHG) emissions intensity Isaviaand the Environment 52
G4-EN19 Reduction of greenhouse gas (GHG) emissions. Isaviaand the Environment 52
Additionally for airports: Reference to ACI-ACA
Airport Carbon Accreditation Program.
AO5 Airport disclosure: Ambient air quality levels Isavia and the Environment 52
according to pollutant concentrations in microgram
per cubic meter or parts per million by regulatory
regime.
G4-EN20 Emissions of ozone-depleting supstances (ODS) Isaviaand the Environment 52
G4-EN21 Nox, Sox and other significant air emissions Isavia and the Environment 52
EFFLUENTS AND WASTE
G4-EN22 Total water discharge by quality and destination
G4-EN23 Total weight of waste by type and disposal method. Isavia and the Environment 53
Additionally for airports: Report on the weight of
waste frominternational flights.
AO6 Airport disclosure: Aircraft and pavement de-icing/ Isavia and the Environment 53
anti-icing fluid used and treated by m3 and/or metric
tonnes

G4-EN24 Total number and volume of significant spills

G4-EN25 Weight of transported, imported, exported, or
treated waste deemed hazardous under the terms
of the Basel Convention Annex |, II, Illand VIII,
and percentage of transported waste shipped
internationally
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G4-EN26 Identity, size, protected status, and biodiversity [ G4-LA7 Workers with high incidence or highrisk of diseases (o)
value of water bodies andrelated habitats related to their occupation

significantly affected by the organization’s

discharges of water and runoff G4-LA8 Health and safety topics covered in formal lo}

agreements with trade unions

G4-EN27 Extent of impact mitigation of environmental Isavia and the Environment [ 53

impacts of products and services TRAINING AND EDUCATION

® Compliance G4-EN28 Percentage of products sold and their packaging o G4-LA9 Average hours of training per year per employee by Human Resources ([ 40-41
© Partially compliant materials that are reclaimed by category gender, and by employee category
O None compliance NOISE G4-LA10 Programs for skills managemgntandlifelong B Human Resources ([ 40-41
) learning that support the continued employability
@ NotApplicable A07 Additionally for airports: Number and percentage Isavia and the Environment © 54 of employees and assist them in managing career
change of people residing in areas affected by noise endings
COMPLIANCE G4-LA11 Percentage of employeesreceiving performance HumanResources ([ 40-41
G4-EN29 Monetary value of significant fines and total number Isavia and the Environment [ 54 and career development reviews, by gender and by
) . h employee category
of non-monetary sanctions for non-compliance with
environmental laws and regulations DIVERSITY AND EQUAL OPPORTUNITY
TRANSPORT G4-LA12 Composition of governance bodies and breakdown Human Resources ([ 40-43
G4-EN30 Significant environmental impacts of transporting (@) of employees per employee category according to

gender, age group, minority group membership, and

products and other goods and material for the otherindicators of diversity

organization’s operations, and transporting

members of the workforce EQUAL REMUNERATION FOR WOMEN AND MEN
OVERALL G4-LA13 Ratio of basic salary and remuneration of women to Human Resources, Equal Pay Audit [ 40-43
G4-EN31 Total environmental protection expenditures and (@) men by employee category, by significant locations fromPwC

£ )
investments by type of operation

SUPPLIER ENVIRONMENTAL ASSESSMENT SUPPLIER ASSESSMENT FOR LABOR PRACTICE

G4-LA14 Percentage of new suppliers that were screened (o)

G4-EN32 Percentage of new suppliers that were screened (o) ; ) -
using labor practices criteria

using environmental criteria

G4-EN33 Significant actual and potential negative o G4-LA1S Slgnlflcant'actu'aland potentlal'negatlve lmpacts for (@)
) : ) - labor practices in the supply chain and actions taken
environmentalimpacts in the supply chainand
actions taken LABOR PRACTICES GRIEVANCE MECHANISMS
ENVIRONMENTAL GRIEVANCE MECHANISMS G4-LAl6 Number of Grievances about labor practices filed, (0]
G4-EN34 Number of grievances about environmental impacts Isavia and the Environment () 54 ;dedcr;;:é:%:nd resolved through formal grievance

filed, addressed, and resolved through formal
grievance mechanisms

HUMAN RIGHTS

SOCIAL INVESTMENT
LABOR PRACTICES AND DECENT WORK G4-HR1 Totalnumber and percentage of significant (o)
investment agreements and contracts that include
EMPLOYMENT humanrights clauses or that underwent humanrights
G4-LAl Totalnumber andrates of new employee hires and Human Resources [ 40 screening
employee turnover by age group, gender andregion G4-HR2 Total hours of employee training on humanrights No special training has been per- (o)
G4-LA2 Benefits provided to full-time emplyees, by Human Resources ([ 40 policies or procedures concerning aspects of human formed onhuman rights issues beyond
significant locations of operation rights that are relevant to operations, including the the promotion and trainingrelated to
ercentage of employees trained ender equality and bullyin
G4-LA3 Returntowork and retentionrates after parental Human Resources [ 42 P & POy l & quattty wlying
leave, by gender NON-DISCRIMINATION
LABOUR/MANAGEMENT RELATIONS G4-HR3 Total number of incidents of discrimination and No incidents o
corrective actions taken
G4-LA4 Minimum notice periods regarding operational Human Resources ® 41
changes, including whether these are specifiedin FREEDOM OF ASSOCIATION AND COLLECTIVE BARGAINING
collective agreements G4-HR4 Operations and suppliers identified in which the right Isavia operatesonly inlceland and it is ([
OCCUPATIONAL HEALTH AND SAFETY toexercise freedomof association and collective considered to be aninsignificant risk
GA-LA f f 42-43 bargaining may be violated or at significant risk, and of suchviolations there
-LAS Percenta_ggo totalworkforcerepresented Human Resources ([ - measures taken to support these rights
informal joint management-worker healthand
safety committees that help monitor and advise CHILD LABOR
on occupational health and safety programs G4-HR5 Operations and suppliers identified as having Isavia operatesonly inlceland and it is [
G4-LA6 Type of injury and rates of injury, occupational Human Resources [ 42-43 significantrisk for incidents of child labor, and considered to be aninsignificant risk
diseases, lost days, and absenteeism and total measures taken to contribute to the effective of suchviolations there
number of work-related fatalities, by region and by abolition of child labor

gender
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© Partially compliant
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® NotApplicable

FORCED OR COMPULSORY LABOR

G4-HR6 Operations and suppliers identified as having
significant risk for incidents of forced or compulsory
labor, and measures to contribute to the elimonation
of all forms of forced or compulsory labor

Isavia operatesonlyinicelandanditis
considered to be aninsignificant risk

of suchviolations there

SECURITY PRACTICE

G4-HR7 Percentage of security personnel trained in the
organization's human rights policies of procedures
thatarerelevant to operations

INDIGENOUS RIGHTS

G4-HR8 Total number of incidents of violations involving
rights of indigenous peoples and actions taken

Not appicable to Iceland

ASSESSMENT

G4-HR9 Total number and percentage of operations that
have beensubject to humanrights reviews or impact
assessments

Not appicable to Iceland

SUPPLIER HUMAN RIGHTS ASSESSMENT

G4-HR10 Percentage of new suppliers that where screened
using humanrights criteria

G4-HR11 Significant actual and potential negative human
rights impacts in the supply chain and actions taken

HUMAN RIGHTS GRIEVANCE MECHANISMS

G4-HR12 Number of grievances about humanrights impacts
filed, addressed, and resolved through formal
grievance mechanisms

SOCIETY

No complaints

THE SOCIETY

LOCAL COMMUNITIES

G4-501 Percentage of operations with implimented local CSR Strategy, AMajor Industry 24-25,
community engagement, impact assessments, and in Steady Growth 58-59
development programs

G4-502 Operations with significant actual and potential CSR Strategy, AMajor Industry 24-25,
negative impacts on local communitis inSteady Growth 58-59

AO8 Airportdisclosure:Number of persons physically
or economically displaced, either voluntarily
orinvolunatirly, by the aiport operator or onits
behalf by a governmental or other entitity, and
compensation provided.

Noincidents reported

ANTI-CORRUPTION

G4-S03 Total number and percentage of operations assessed
forrisksrelated to corruption

G4-S04 Communication and training on anti-corruption
policies and procedures

Governance Procedures and Code
of Conduct: https://www.isavia.is/
um-isavia/stjorn/

G4-S05 Confirmed incidents of corruption and actions taken

No complaint beenaccepted

PUPLIC POLICY

G4-506 Total value of political contributions by country and
recipient/beneficiary

No funding is granted to political
parties

ANTI-COMPETITIVE BEHAVIOR

G4-507 Total number of legal actions for anti-competitive

behavior, anti trust, and monopoly practices and their

outcomes

No lawsuits

COMPLIANCE

G4-508 Monetary value of significant fines and total number
of non-monetary sanctions for non-compliance with
the laws andregulations

No fines for violations of laws and
regulations

SUPPLIER ASSESSMENT FOR IMPACTS ON SOCIETY

G4-509 Percentage of new suppliers that where screened
using criteria for impacts on society

G4-5010 Significant actual and potential negative impacts on
society and supply chain and actions taken

GRIEVANCE MECHANISMS FOR IMPACTS ON SOCIETY

G4-S011 Number of grievances about impacts on society filed,
addressed, and resolved through formal grievance
mechanisms

SOCIAL RESPONSIBILITY

CSR Strategy, Isaviaand the
Environment

PRODUCT RESPONSIBILITY

CUSTOMER HEALTH AND SAFETY

G4-PR1 Percentage of significant product and service
categories for which health and safety impacts are
assessed forimprovement

G4-PR2 Totalnumber of incidents of non-compliance with
regulations and voluntary codes concerning the
health and safety impacts of products and services
during their life cycle, by type of outcomes

A09 Airport disclosure: Total annual number of wildlife
strikes per 10,000 aircraft movements.

Isavia and the Environment

PRODUCT AND SERVICE LABELING

G4-PR3 Type of product and service information required
by the organization's procedures for product and
service information and labeling, and percentage of
significant product and service categories subject to
suchinformationrequirements

G4-PR4 Totalnumber of incidents of non-compliance with
regulations and voluntary codes concerning product
andservice information and labeling, by type of
outcomes

No complaint beenaccepted

G4-PR5 Results of surveys measuring customer satisfaction

Stakeholders (customers)

MARKTEING COMMUNICATIONS

G4-PR6 Sale of banned or disputed products

Isaviadoes not sell prohibited or con-
troversial products itself. However, the
company has a contractualrelationship
with the operators of shops andres-
taurants atKeflavik Airport which sells
alcohol and tobacco. One of themis The
Duty Free Store Ltd., Isavia's subsidiary

G4-PR7 Total number of incidents of non-compliance
withregulations and voluntary codes concerning
marketing communications, including advertising,
promotion, and sponsorship, by types of outcomes.

No complaints to Isavia

G4-PR8 Totalnumber substantiated complaints regarding No complaints to Isavia
breaches of customer privacy and losses of customer
data
COMPLIANCE
G4-PR9 Monetary value of significant fines for non- No fines have beenimposed onthe

compliance with laws and regulations concerning the
provisionand use of products and services

company




74 FINANCIAL POSITION
Isavia ohf. OF ISAVIA

DESTINATIONS 2016

Aberdeen Cologne Bonn Lisbon Paris CDG
Akureyri Constable Point Ljubljana Paris Orly
Alicante Copenhagen London Gatwick Portland

Almeria Denver London Heathrow Prague
Amsterdam Dublin London Luton Riga Intl
Anchorage Dusseldorf London Stansted Rome Fiumicino
Antalya Edinburgh Los Angeles Salzburg
Baltimore Washington Edmonton Lyon SanFrancisco
Barcelona Faro Madrid Seattle

Basel Mulhouse Frankfurt Malaga Stockholm Arlanda
Belfast Friedrichshafen Manchester Stockholm Vasteras
Bergen Gdansk Milan Malpensa Stuttgart

Berlin Schoenefeld Geneva Minneapolis St Paul Tenerife

Berlin Tegel Glasgow Montreal Toronto

Billund Gothenburg Munich Vagar
Birmingham Halifax Narsarsuaq Vancouver

Boston Hamburg New York JFK Verona

Bremen Neuenland Intl Helsinki New York Newark Vienna

Bristol llulissat Nice Vilnius

Brussels JerezDe LaFrontera Nuuk Warsaw

Budapest Kangerlussuaq Orlando Washington Dulles
Chania Keflavik Oslo Zurich

Chicago Las Palmas Palma

PASSENGER NATIONALITY THROUGH
KEFLAVIK AIRPORT

Iceland 23% ———

Other countries 1

United States of America 18%

Britain 14%

Denmark 2%
Finland 1%

France 4%

Germany 6% Netherlandst 2% . /
Sweden 2% Italy 1% Airport at Bildudalur
SWIss1_%o Japan1% 65°38'42.828"N
Spain 2% Canada 4%

23°32'37.014"W

Russia 0%
Poland 2%

China3%
Norway 2%
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REPORT
OF THE BOARD
OF DIRECTORS

Isavia ohf.is a publicly owned company

operating on the basis of Act No.2/1995 on Public
Limited Companies. The state Treasury is the only
share-holder in the company, and the company's
domicile and legal venue is at Reykjavik Airport.
Isavia ohf.isresponsible for the operation and
development of all Icelandic airports, as well as
controlling air trafficin the Icelandic air traffic
control area. Isavia ohf. is a service company in
airport operations and air navigation and forms
the foundation for Iceland’s civil aviation.

The 2016 Consolidated Financial Statements have
been prepared inaccordance with International
Financial Reporting Standards (IFRS) as adopted
by the European Union (EU).

According to the overview of the overall results of
the consolidated accounts of Isavia ohf., the ope-
rating income in 2016 amounted to approximately
ISK'33,008.3 million and had, therefore, increased by
ISK'6,995.4 million between years. The year's profits
amounted to ISK 6,922.8 million, an ISK 3,849.7
million increase between years. Of this increase
between years, ISK 2,512 million can be traced to
exchange rate differences which are aresult of the
strengthening of the Icelandic krona.

This part of profits is by its nature not part of the
core operations of the company. According to the
balance sheet, the company's total assets increased
by 1SK14,041.8 million in 2016, and were ISK 59,229
million at the end of the year. The company'’s
recorded equity amounted to ISK 27,056.9 million

at the end of 2016, increasing by 1ISK 6,922.8 million
from the close of 2015. The equity ratio at year-end
2016 was 45.68%, compared to 44.56% at year-end
2015. Full-time positions were on average 1215 in
2016, increasing by 98 between years.

The Board of Directors recommends that the year’s
profits be transferred to the next year and refers
in otherrespects to the financial statements as
regards changes in equity.

The Board has established detailed rules of
procedure defining its scope of authority and the
divisions of tasks between it and the Managing
Director. In addition, the company has established
a comprehensive risk policy for the company, a
code of ethics and focus points as regards social
responsibility. The rules of procedure provide for
the company's Board following the Guidelines on
Corporate Governance which are published by the
Iceland Chamber of Commerce, Nasdaqg OMX Iceland
hf. and the Confederation of Icelandic Employers.
The company's corporate governance statement
was renewed in February 2017.

Isavia ohf. established policies on social
responsibility for itself and became a member

of the UN Global Compact (UNGC). At the same
time, efforts have been spent on harmonising

the company's policy formulation and corporate
governance to the 10 main principles of UNGC.
The company's annual accounts now reflects, for
the first time, these focus points in environmental,
social and employee issues. In addition, Isavia ohf.
will annually submit areport to the United Nations
describing the company's goals and achievements
in the ten categories specified. The report will be
submitted for the first time in 2017.

The Board and Managing Director of Isavia ohf.
confirm to the best of their knowledge that these
consolidated statements provide a fair view of
the results of the company, its assets, debts

and changes to cash and cash equivalents during
the year. Moreover, it is the opinion of the Board

and Managing Director of Isavia ohf. that the
company’s accounting standards are appropriate
and that these Consolidated Financial Statements
contain a good overview of the development and
achievements in the operation of the company,
risk management and main uncertainties in the

company’s environment.

The Board and the Managing Director of Isavia ohf.
have today examined and approved the consolidated
accounts of the company for 2016 and confirm these
accounts with their signatures.

Reykjavik,
16 March 2017
o f J i
LT et sy
Board of Directors Ingimundur Sigurpalsson,

Chairman of the Board

-

Matthias Pall Imsland
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Theoddra Dorsteir‘ﬁsdéttir

Managing Director Bjérn OliHauksson
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INDEPENDENT
AUDITOR'S REPORT

TO THE BOARD OF DIRECTORS AND
SHAREHOLDERS OF ISAVIA OHF.

Opinion

We have audited the accompanying 2016 Consolidated
FinancialStatements of Isavia ohf. The Consolidated Financial
Statements contain the consolidated income statement, the
consolidated balance sheet, the consolidated statement of cash
flows and information on significant accounting policies and
other explanatory notes.

In our opinion, the consolidated financial statements give

atrue and fair view of the results of the company in 2016, the
financial position of the company as of 31 December 2016 and of
its financial performance and its cash flows for the year then
ended inaccordance with International Financial Reporting
Standards as approved by the European Union and additional
requirements provided for in the Act on Annual Accounts.

Basis for opinion

We conducted our audit in accordance with international
standards on auditing. Our responsibility according to those
standards is further described below in the section on auditor
responsibility. We are independent of Isavia ohf. in accordance
with established codes of ethics for auditors in Iceland, and
we have fulfilled their conditions. We believe that the audit
evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.

Other information

The Board of Directors and Managing Director are responsible
for other information. Other information consists of the report
of the Board and Corporate Governance Statement which

we received before the date of endorsement and the annual
financial statements of Isavia ohf., which we expect to receive
after the date of endorsement and which do not contain the
annual financial statements and our signatures thereon.

Our opinion of the consolidated financial statements does not
cover other information, and we neither reach a conclusion on
nor provide confirmation for their content with the exception
of the confirmationrelating to the report of the Board of
Directors stated below.

In connection with our audit, we are responsible for reading
the aforesaid other information and examining whether such

information is significantly inconsistent with the consolidated
financial statements or our knowledge which we have obtained
during the audit or which appears in other respects to contain
significant errors. If we reach the conclusion, based on the
work that we have performed, that there are significant
inconsistencies in the other information, we are under
obligation to disclose this fact. There is nothing that we need
discloserelating thereto.

If wereach the conclusion that there are significant
inconsistencies in the annual financial statements of Isavia ohf.
when we read it after the date of signing, we are under
obligation to disclose this fact.

Inaccordance with the provisions of the second paragraph of
Article 104 of Act No.3/2006 on Annual Accounts, we confirm
that according to the best of our knowledge, the report of the
Board of Directors attached to this Annual Financial Statement
provides the information that should be contained therein
pursuant to the Act on Annual Accounts and is not contained

in the notes.

Responsibility of the Board and Managing Director
for the consolidated annual financial statement.

The Board and Managing Director are responsible for the
preparation and fair presentation of these consolidated
financial statements in accordance with International
Financial Reporting Standards as approved by the European
Union and additional requirements contained in the Act on
Annual Accounts. The Board and Managing Director are also
responsible for the internal controls relevant to the preparation
and fair presentation of consolidated financial statements
so that it is free from material misstatement, whether due
tofraudorerror.

In the preparation of the consolidated financial statements,
the Board of Directors and the Managing Director are respons-
ible for assessing the operability of Isavia ohf. If appropriate,
the Board of Directors and Managing Director shall provide the
appropriate explanation of operability and the reason why they
decided to apply the criteria for operability in the preparation
and presentation of the consolidated financial statements,
unless the Board of Directors and the Managing Director have

decided to dissolve the company or cease operations or have
no other realistic options.

Auditors responsibility for the audit

of the consolidated financial statements.

Our goalis to obtain sufficient certainty that the consolidated
financial statements are free of material misstatements,
whether through fraud or by mistake, and to issue a statement
that contains our opinion.

Sufficient certainty, however, is not a guarantee that the audit
performed in accordance with international auditing standards
will discover all significant errors should they be there. Errors
can occur by mistake or fraud and are considered significant

if they can have animpact on the financial decision making

of the users of the consolidated annual financial statements,
whether on their ownorin aggregate.

Our audit, in accordance with international auditing standards,
is based on professional judgement, and we make use of critical
thinking in our audit. In addition, we carry out the following:

* Analyse and assess the risk of significant errors in the con-
solidated annual financial statements, whether due to fraud

or mistakes, design and execute auditing actions to respond

to suchrisks and collect auditing data that are sufficient and
appropriate to base our opinion on. The risk of not discovering
asignificanterror that is due to fraud is greater than one due
to amistake, as fraud can involve collusion, forgery, misleading
presentation of annual financial statements, something that
is deliberately left out or the deliberate by-passing of internal
monitoring actions.

* Obtainanunderstanding of internal controls, which
has animpact on the audit, for the purpose of designing
appropriate auditing actions, but not for the purpose of
expressing an opinion of the effectiveness of the internal
controls of the company.
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* Assesswhether the accounting methods used and the
related notes are appropriate and whether the accounting
assessment of the management is realistic.

* Formanopinion on the use by management of the criteria
for operability and assess on the basis of the audit whether
there is significant doubt as regards operability or whether
there are circumstances that could give rise to significant
doubt of operability. If we consider that there is significant
doubt of operability, we are under obligation to draw attention
to the appropriate notes in the annual financial statements
inour report. In the event that such notes are inadequate, we
must depart from an unqualified report. Our conclusions are
based on the auditing data that we have obtained up to the
date of our signature. Nevertheless, events or circumstances
may arise in the future that can cause uncertainties about the
operability of the company.

* Assessoverall whether the consolidated annual financial
statements provide a clear image of the underlying business
and events and assess the presentation, structure and
contents, including the notes to the consolidated annual
financial statements, in light of a clear image.

We are under obligation to inform the Board of Directors,
among other things, about the scope and timing of the audit
and significant issues that arose during our audit, including
significant shortcomings to internal controls that came

to light during the audit, if appropriate.

Reykjavik,
16 March 2017

Cﬁ ij':__...‘,_, frt }.._,_‘_“_‘-'. HEAee

GuBmundur Kjartansson,
ate-Authorised P'trbﬁc Accountant

K e T ; .".

| omm V5 Lo A RPAT A
Anna Birgitta Geirfinnsdottir,
State-Authorised Public Accountant
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CONSOLIDATED FINANCIAL
STATEMENT FOR ISAVIA OHF. 2016

STATEMENT OF COMPREHENSIVE

INCOME IN 2016

OPEratiNg MEVENUES ....uvviiieiiiiiiieeeeeeeeeeeeeeeseesssssebbrerrrreeeeeeeeeeeeeeeenes

(0o 1y o} if-JoToTo EE-Yo ] oSS
Salaries and related EXPENSES ....cccvvvcveeeiieeeeceee e
AdMINistrative EXPENSES ....evviiiecieeee e e e e e e
Other operating EXPENSES .......uvieieiiiecieeee e e st e e e e e e e e
Depreciation and amortization .........cccceeeeciieei e,

Operating profit

FINaNCial INCOME .neeiiiiieee e
FINANCIal @XPENSES ..vvieee ittt e e e e e s e naaees
Net exchange rate differences .......cccceveveeee e

Profit before taxes
T Tolo] o g T=IN = RN

Total comprehensive income for the year

Notes

Consolidation

2016 2015
33,008,318 26,012,925
(5,449,860) (4,715,871)
(13,863,834) (11,041,154)
(731,905) (644,282)
(4,106,199) (3,603,126)
(2,534,516) (2,009,451)
6,322,003 3,999,041
349,742 219,154
(837,089) (679,206)
2,791,234 279,282
8,625,890 3,818,271
(1,703,060) (745,178)
6,922,830 3,073,094

Assets

Notes
Non-current assets
Property, plant and equipment ..o, 9
INTANGIDIE ASSELS weiieiiiiiiiieeee et e 10
Bonds and other long term assets .......cccccveveeeiccieeeecccieee e 12
Current assets
INVENTOTIES ittt e e e e e e e e eaaaes 13
ACCOUNTS FECEIVADIES ..o 14
Current maturities of long term assets .......ccocvevvvcieeiniieeniie e 12
Other receiVables .......cooooiiiieeeeeeeeeee e 14
Bank balances and cash .........oovvveviiiiiiiiiiieeeee 14
Total assets
Equity and liabilities
Equity 15
Share Capital ..oeeeeeei i
STALULOIY FESEIVES ..ottt e
ReValUALtiON FESEIVES .....coeeeeeeeeeeeeeee et e e e aeeees
Retained @arniNgS ....ccceiiieeiiiecciirreeeee e ree e e e e e e e e e e s eannnnes
Total equity
Non-current liabilities
Loans from credit iNStITUTIONS ......uvevevieiieeeiiiiiieeereeeeeeee e 16
Deferred tax [labilities ........oovvviiviieieeeeeee e 17
Current liabilities
Accounts PAYable ... 18
Current maturities of non-current liabilities ............ccccovvvvvvrvvreeeennnen. 18
Current tax llabilities . ....oovvveeeeeeeeeeeeeee e 8
Other current llabilities .......evvvvvueeiieeeeeee s 18

Liabilities

ALL AMOUNTS ARE IN THOUSANDS
OF ICELANDIC KRONUR.

CONSOLIDATED BALANCE SHEET

AS OF 31 DECEMBER 2016

Total equity and liabilities
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Consolidation

31.12.2016 31.12.2015
42,921,660 31,425,312
5,320,693 5,543,746
223,944 255,174
48,466,297 37,224,232
519,486 453,843
2,625,764 1,633,010
36,551 48,900
1,750,430 833,516
5,830,506 4,993,722
10,762,737 7,962,990
59,229,033 45,187,222
5,589,063 5,589,063
2,483,798 2,483,798
46,331 47,655
18,937,671 12,013,517
27,056,864 20,134,034
22,970,292 17,547,474
1,987,019 1,359,680
24,957,311 18,907,154
2,567,127 2,790,519
1,236,190 1,017,218
1,075,721 480,729
2,335,821 1,857,569
7,214,859 6,146,034
32,172,170 25,053,188
59,229,033 45,187,222
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FINANCIAL POSITION
OF ISAVIA

CONSOLIDATED FINANCIAL
STATEMENT FOR ISAVIA OHF. 2016

EQUITY STATEMENT STATEMENT OF CASH FLOWS 2016

) i ) . Consolidation
Share Capital Statutory Revaluation Retained Total Equity
reserves reserves earnings NOteS 2016 2015
Cash flows from operating activities
Opening balance at 1 January 2015 ................... 5,589,063 2,483,798 48,979 8,939,100 17,060,940 Operating Profit .......eeecccieee e 6,322,003 3,999,041
Transfer to retained earnings ..........cococeeeuninns 0 0 (1,324) 1,324 0 Depreciation and amortization ........ccceeeeeeeeeeeeeeeee e 9,10 2,534,516 2,009,451
Comprehensive iNCOMe ... 0 0 0 _ 3,073,094 3,073,094 LoNg term assets eXPENSEM ..........cceeveeevreereveeeeeeeseeeseseseesesessseenenns 12 17,693 4,672
Balance at 31 December 2015 ....ooooovvvessivvvees >,589,063 2,483,798 47655 12,013,517 20,134,034 (Gain) Loss on disposal of @ssets .......cccveeecviieciieecceee e (2,738) (5,249)
Opening balance at 1 January 2016 ................... 5,589,063 2,483,798 47,655 12,013,517 20,134,034 Operating cash flow before transfer to working capital 8,871,474 6,007,916
Transfer to retained earnings ..........c.ccceeveveuenes 0 0 (1,324) 1,324 0 Changes iN INVENTOFIES ......cccueeeeirieeeeireeecreeecree e etre e e 13 (67,176) (30,826)
Comprehensive INCOMe .........ooouvriiiiniiiniiinnas 0 0 0 _ 6922830 6,922,830 Changes in OPErating @SSELS .......ccvvieveereevieeeerereereeese e eseeseeee s (1,935,246) (143,110)
Balance at 31 December 2016 ..........cccessvvvvees 2,589,063 2,483,798 46331 _ 18,337,671 27,056,863 Changes in operating liabilities ..........ccccceeeie e, 248,942 1,265,270
No dividends were paid to shareholders for the year. Share capital has been fully paid. Cash generated from operations 7,117,994 7,099,250
Tal Y g d =Y [ o o T=To PR 318,997 224,380
FINGNCE COSES oiittriiieiiiirie ettt e ettt e eetrre e e e e esarareeeeeetaaeeeeeenreeaee s (805,308) (666,294)
INCOME TaXES PAI ....viieeiiee et e (480,729) (331,767)
Net cash generated from operating activities 6,150,954 6,325,569
Investing activities
Acquisition of property, plant and equipment ..........cccoceeeeeeeeeieeenns 9 (13,712,023) (7,438,974)
Acquisition of intangible assets ........cccceveveeeeiiieeeeciiiiee e 10 (93,051) (131,848)
INStallments 0N DONAS ......eueeiiiciiiicei e 12 44,607 48,654
BT 0TSl L] oY 1] AR 0 1,774,920
(13,760,466) (5,747,248)
Financing activities
Repayments of bOrroWings .......ccceevvveeiciienciie e 16 (1,135,128) (1,065,602)
New bank 10aNnSs FAISEA ......euveerreiieiiiiiiieieieeeeeeeeeeeeee e 16 9,933,200 1,133,680
Repayments of obligations under finance leases ..........cccccccvvveeeennns 0 (718)
8,798,072 67,360
Net change in cash and cash equivalents .........ccccocovveeiiiiieee e, 1,188,560 645,681
Cash and cash equivalents at the beginning of the year ................... 4,993,722 4,490,788
Effect of foreign exchange rates ........ccceecveeecieeeccie e (351,776) (142,748)
Cash and cash equivalents at the end of the year ..........ccceeeueeeneee. 5,830,506 4,993,722
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NOTES

Isavia ohf. (the Company) was established in the beginning of 2010 with a merger between Flugstodir ohf. and Keflavikurflugvollur ohf.
Isavia ohf. is a government owned private limited company and complies with the Icelandic limited companies law No. 2/1995. The
company’s domicile and venue is Reykjavik Airport.

Isavia ohf. is the national operator of airports and air navigation services in Iceland. The Company ensures flight safety and airport security
in accordance with recognized international standards and operating licenses issued and supervised by the Icelandic Transport Authority.

The Consolidated Financial Statements of Isavia ohf. consist of the Parent Company and its subsidiaries. Companies within the
consolidation are in addition to Isavia ohf., Duty Free Store ehf., Tern Systems ehf., Domavia ehf. and Suluk ApS in Greenland.

Summary of Significant Accounting Policies

Statement of compliance

The Consolidated Financial Statements have been prepared in accordance with International Financial Reporting Standards, IFRS, as
adopted by the European Union by the end of the year 2015, new and revised. It is the opinion of the Management that application of new
and revised IFRS has not material impact on the financial statements. The Consolidated Financial Statements have not implemented new
and revised IFRS in issue but not yet effective. It is the opinion of the Management that application of new and revised IFRS which are not
yet effective will not have material effect on the financial statements.

Basis of preparation

The Consolidated Financial Statements have been prepared on the historical cost basis except that certain assets are evaluated by the
revaluation methods. Accounting policies which concern certain properties and financial instruments that are measured at fair value is
explained in note below. The Financial Statements are presented in ISK, which is the Company's functional currency.

The principal accounting policies are set out below.
Basis of consolidation

The Consolidated Financial Statements incorporate the Financial Statements of the Company and entities controlled by the Company (its
subsidiaries). Control is achieved where the Company has the power to govern the financial and operating policies of an investee
enterprise so as to obtain benefits from its activities and use its power to affect the time of investment.

The Consolidated Financial Statements have been prepared using the purchase method. The result of subsidiaries acquired during the
year are included in the Consolidated Income Statement from the effective date of acquisition as appropriate. Where necessary,
adjustments are made to the Financial Statements of subsidiaries to bring their accounting policies into line with those used by other
members of the Company.

One of the purposes of Consolidated Financial Statements is to show only the net external sales, expenses, assets and liabilities of the
consolidated entities as a whole. Hence, intercompany transactions have been eliminated within the consolidated businesses in the
presentation of the consolidated financial statements.

Risk management

The Company's general policy in risk management is to manage interest rate and foreign currency risk. The Company has no currency swap
contracts, options or derivatives outstanding at year-end. Special risk committee operates under mandate from Board of Directors and
determines scope and nature on risk and profitability analysis for construction and projects which can have significant influence on income
and financial position.

Revenue recognition
Revenues are recognised when earned as required by International Financial Reporting Standards.

Interest income is accrued over time, by reference to the principal outstanding and at the applicable interest rate.

ALL AMOUNTS ARE IN THOUSANDS
OF ICELANDIC KRONUR.

Construction contracts

Where the outcome of a construction contract can be estimated reliably, revenue and costs are recognised by reference to the stage of
completion of the contract activity at the balance sheet date, measured based on the proportion of contract costs incurred for work
performed to date relative to the estimated total contract costs, except where this would not be representative of the stage of
completion. Variations in contract work, claims and incentive payments are included to the extent that they have been agreed upon.

Where the outcome of a construction contract cannot be estimated reliably, contract revenue is recognised to the extent of contract costs
incurred that is probable to be recoverable. Contract costs are recognised as expenses in the period in which they incur.

When it is probable that total contract costs will exceed total contract revenue, the expected loss is immediately recognised as an
expense.

Leasing

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards of ownership to the
lessee. All other leases are classified as operating leases. Assets held under finance leases are recognized as assets of the Company at their
fair value at the inception of the lease or, if lower, at the present value of the minimum lease payments. The corresponding liability to the
lessor is included in the balance sheet as a finance lease obligation.

Foreign currencies

Transactions in foreign currencies are initially recorded at the rates of exchange prevailing on the dates of the transactions. Monetary
assets and liabilities denominated in such currencies are re-translated at the rates prevailing on the balance sheet date. Profits and losses
arising on exchange are included in net profit or loss for the period.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are assets that necessarily
take a substantial period of time to get ready for their intended use or sale, are added to the cost of those assets, until such time as the
assets are substantially ready for their intended use or sale.

All other borrowing costs are recognised in profit or loss in the period in which they are incurred.

Income tax

Income tax is calculated and recognised in the Financial Statements. Taxable profit differs from net profit as reported in the income
statement because it excludes items of income or expense that are taxable or deductible in other periods and it further excludes items
that are never taxable or deductible. The Company's current tax rate is 20%.

The tax currently payable is income tax that is likely to be paid within the next 12 months for taxable income of the year and corrections in
income tax for previous years.

Deferred tax is recognised on differences between the carrying amounts of assets and liabilities in the Financial Statements and the
corresponding tax bases used in the computation of taxable profit, and is accounted for using the balance sheet liability method. The
difference is due to different assumptions in calculation of income tax.

Deferred tax liabilities are generally recognised for all taxable temporary differences and deferred tax assets are recognised to the extent
that it is probable that taxable profits will be available against which deductible temporary differences can be utilized.
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Property, plant and equipment

Property, plant and equipment are recognised as an asset when it is probable that future economic benefits associated with the asset will
flow to the Company and the cost of the asset can be measured in a reliable manner. Property, plant and equipment which qualifies for
recognition as an asset is initially measured at cost. The cost of a property, plant and equipment comprises its purchase price and any
directly attributable cost of bringing the asset to working condition for its intended use.

With the merger of Flugfjarskipti ehf. and Isavia ohf. the properties of the former company were revaluated because the market value of
their properties were considered higher than the book value. The revaluation is based on an estimated sales price, which has been
confirmed by appropriated assessor. The changes in the value is credited to other equity as revaluation reserve and the tax effect in
deferred tax liability.

The depreciable amount of an asset is allocated on a straight-line basis over its useful life, less residual value. The depreciation charge for
each period is recognised as an expense. The estimated useful lives, residual values and depreciation method are reviewed at each year
end, with the effect of any changes in estimate accounted for on a prospective basis.

Assets held under finance lease are depreciated over their expected useful lives on the same basis as owned assets.

The gain or loss arising on the disposal or retirement of an asset is determined as the difference between the sales proceeds and the
carrying amount of the asset and is recognised in the income statement.

Intangible assets

Intangible assets are recognised only if it is probable that the asset will generate future economic benefits and the cost of the asset can be
measured reliably. Intangible assets includes softwares. Intangible asset which qualifies for recognition as an asset is initially measured at
cost. The depreciable amount of the asset is allocated on a fixed annual percentage of the historical cost over its useful life, less residual
value. Estimated useful life and depreciaton methods are evaluated in end of each accounting period.

Expenditure on research activities is recognised as an expense in the period in wich it is incurred. Developement cost is recognised only if
all of the following conditions are met:

- the technical feasibility of completing the intangible asset so that it will be avilable for use and sale

- the intension to complete the intangible asset and use or sell

- the ability to use or sell the intangible asset

- how the intangible asset will generate probable future enocomic benefits

- the avilabilty of adequate technical, financial and other resources to complete the development and to use or sell the asset

- the ability to mesure reliably the expenditure attributable to intangible assets during its development.

Where no intangible asset can be recognised, development expenditure is charged to profit or loss in the period in which it is incurred.
Subsequent to initial recognition, intangible assets are reported at cost less accumulated amortization and accumulated impairment
losses.

Intangible assets resulting from the merger of the companies are only accounted for if they are distinctive from goodwill. At the initial
registration they are recognized at cost, but with later assesments they are stated at cost less accumulated depreciations and impairment
losses.

Impairment

At the end of each reporting period, the Company reviews the carrying amounts of its tangible and intangible assets to determine whether
there is any indication that those assets have suffered an impairment loss. If any such indication exists, the recoverable amount of the
asset is estimated in order to determine the extent of the impairment loss (if any).

Recoverable amount is the higher of fair value less cost to sell and value in use. In assessing value in use, the estimated future cash flows
are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time value of money
and the risks specific to the asset for which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the carrying amount of the
asset (or cash-generating unit) is reduced to its recoverable amount. An impairment loss is recognised immediately in profit or loss, unless
the relevant asset is carried at a revalued amount, in which case the impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or a cash-generating unit) is increased to the revised
estimate of its recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the asset (or cash-generating unit) in prior years.

Consolidate Financial Statements of Isavia ohf. 2016 11 All amounts are in thousands of ISK

ALL AMOUNTS ARE IN THOUSANDS
OF ICELANDIC KRONUR.

Inventories

Inventories are stated at the lower of cost or net realisable value, after taking obsolete and defective goods into consideration. Net
realisable value represents the estimated selling price less all estimated costs to completion and costs to be incurred in marketing, selling
and distribution.

Provisions
Provisions are recognised when the Company has a present obligation as a result of a past event, and it is probable that the Company will

be required to settle that obligation.

Financial assets

Financial assets are classified into the following specified categories: financial assets ‘at fair value through profit or loss' (FVTPL), ‘held-to-
maturity' investments, ‘available-for-sale' (AFS) financial assets and ‘loans and receivables'. The classification depends on the nature and

purpose of the financial assets and is determined at the time of initial recognition.

Effective interest method

The effective interest method is a method of calculating the amortized cost of a debt instrument and of allocating interest income over the
relevant period. The effective interest rate is the rate that exactly discounts estimated future cash receipts (including all fees and points
paid or received that form an integral part of the effective interest rate, transaction costs and other premiums or discounts) through the
expected life of the debt instrument, or, where appropriate, a shorter period, to the net carrying amount on initial recognition.

Interest income is recognised on an effective interest basis for debt instruments other than those financial assets classified as at FVTPL.

Investments held to maturity

Financial assets are classified as financial assets intended to be held to maturity when the Company has investments, i.e. bills or bonds
with the intent and the ability to hold to maturity. When applicable, investments held to maturity are recognised at amortized cost, using
effective interest method less any impairment losses.

Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market.

Loans and receivables are measured at amortized cost using the effective interest method, less any impairment. Interest income is

recognised by applying the effective interest rate, except for short-term receivables when the recognition of interest would be immaterial.

Impairment of financial assets

Financial assets, other than those at FVTPL, are assessed for impairment at the end of each reporting period to evaluate if there has been
an impairment to the asset. Financial assets are considered to be impaired when there is objective evidence that, as a result of one or
more events that occurred after the initial recognition of the financial assets, the estimated future cash flows of the asset has been
affected. If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an event
occurring after the impairment was recognised, the previously recognised impairment loss is reversed through profit or loss to the extent
that the carrying amount of the investment at the date the impairment is reversed does not exceed what the cost would have been had
the impairment not been recognised.

Derecognition of financial assets

The Company derecognizes a financial asset only when the contractual rights to the cash flows from the asset expire, or when it transfers
the financial asset and substantially all the risks and rewards of ownership of the asset to another entity.

Consolidate Financial Statements of Isavia ohf. 2016 12 All amounts are in thousands of ISK
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2. Summary of Significant Accounting Policies (continued) SAIATIES .euvevveuiiiet ettt ettt sttt bbbk s et b bbb bbbk h bbbt a e e bbbttt b bbbttt eneae 10,770,430 8,504,670

Pension fund, employers's contribution 1,261,081 996,118
Financial liabilities and equity instruments PAYTOI] FAXES evveeetieeeiee ettt ee ettt et e et e et e e bt e e s te e ebae et e e eabeeebaeeeabeeabae e tae e abeeenbeeeanaeeesbeeaneeenraeeanren 846,012 704,344
R 1 L L= F 1 =Te =D o T=T 1L SRR 178,477 117,439
Financial liabilities Additional contribution to pension fund and changes in vacation obligation .........c.ccceccevvveveeniernennen. 401,000 324,047
Capitalized emMpPlOYMENT EXPENSES ....ccveecveeiieeieetiieiecteeeteete et eeee s e e s e e steeseebesstesssesssenseesbeeasesnsesseens (166,828) (72,078)
Financial liabilities are classified as either financial liabilities ‘at FVTPL' or ‘other financial liabilities'. Contractor payments 10.149 12 690
Financial liabilities at FVTPL Other emMplOyEE EXPENSES ........cvoviiiiiiiieieic ettt 563,512 453,923
13,863,834 11,041,154
Financial liabilities are classified as at FVTPL when the financial liability is either held for trading or it is designated as at FVTPL.
Average NUMDET OF @MPIOYEES .....ccviviiriiriieriieie ettt st sae e st esbe et s b e sare st s e saeebeestesnsesanens 1,215 1,017
A financial liability other than a financial liability held for trading may be designated as at FVTPL upon initial recognition if: The Company’s total management salaries and benefits for the year 2016 were ISK 75.6 million compared to ISK 72.4 million for the year
- Such designation eliminates or significantly reduces a measurement or recognition inconsistency that would otherwise arise; or 2015. The Company’s CEO and Managing Director of Duty Free Store ehf. and Tern Systems ehf. salaries are decided by the wage
- The financial liability forms part of a group of financial assets or financial liabilities or both, which is managed and its performance is negotiation committee.
evaluated on a fair value basis, in accordance with the Company's documented risk management or investment strategy, and information .
about the grouping is provided internally on that basis; or 6. Fees to auditors
- it forms part of a contract containing one or more embedded derivatives, and IAS 39 Financial Instruments: Recognition and - 2016 - - 2015 -
Measurement permits the entire combined contract (asset or liability) to be designated as at FVTPL. Audit Other service Audit Other service
Deloitte ehf. ....ceiieiiiiieer e 23,286 16,926 18,670 13,574
Other financial liabilities
Other service are mainly accounting and tax service and assistance on tax return.
Other financial liabilities (including borrowings) are subsequently measured at amortised cost using the effective interest method.
Derecognition of financial liabilities 7. Financial income and expenses
The Company derecognizes financial liabilities when, and only when, the Company's obligations are discharged, cancelled or they expire. Financial income
2016 2015
INterest 0N DaNK AEPOSILS .....veveuieiieeriee et st ae e st e e baeesteeesaeeesebeesaraeeaeean 202,952 100,753
3. Critical accounting judgements and key sources of estimation uncertainty Interest revenue on investments held to Maturity ..o, 34,234 28,465
OthEr INTEIEST FEVENUE ....veei ittt ettt e et e e e e et ae e e e e tbaeeeeebbaeeeesarseeeesansseeeeenssaseesasreeeenns 112,556 89,935
In the application of the Company's accounting policies, which are described in note 3, the directors are required to make judgements, 349 742 219 154
estimates and assumptions about the carrying amounts of assets and liabilities that are not readily apparent from other sources. The
estimates and associated assumptions are based on historical experience and other factors that are considered to be relevant. Actual Financial expenses
results may differ from these estimates. Accounting judgements are preferably in estimated useful life of assets and in write-downs of 2016 2015
receivables and inventories, as described at note no. 9, 10, 13 and 14.
Interest expense and INAEXATION ........ccieciieieiiece et e e e e te e e e e e e teeaesreesraeneean (727,356) (604,205)
The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised in the Debt COllECtiON fEE ....c.cuiiiiicecc e (104,545) (72,167)
period in which the estimate is revised. INTEreSt ON [aLE PAYMENTS . .ueiiiiiiiciiieciie et te et e e e e e e e et e e et aeeteeesaeeebeeesbeessbeaeseeessseannseesnsaeensseens (5,189) (2,835)
(837,089) (679,206)
Net exchange rate differences
4., Revenues 2016 2015
The consolidated composition of revenues, is specified as follows 2016 2015 Net eXChange rate IffErENCES ......c.oouiiueeuiiteeieceeteete ettt ettt ettt e et eteeteeteeteeaeereeaeeneeseans 2,791,234 279,282
REVENUE FrOM SAIES ..ottt e e e et e e e be e et e e s abaeebeeesabeeeaseesnbeesasaeessseeeneeesaseas 11,205,968 9,578,762 2,791,234 279,282
Revenue from services ............. . 18,497,147 14,098,774
ReVENUE from [ONG LEIM @SSEIS.....eiiiiiieiieriecie ettt ete e et e ste s e s e e steeste e beesteeseesbe e beessesssessseensessnenns 3,305,203 2,335,389

33,008,318 26,012,925

Consolidate Financial Statements of Isavia ohf. 2016 14 All amounts are in thousands of ISK
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9. Property, plant and equipment (continued)
The assessment- and insurance value for the Company's assets is itemized as the following:
8. Income tax 2016 2015
Income tax has been calculated and recorded in the Financial Statements, the amount charged in the Income Statement is ISK 1,703.1 o Assessment Insurance Assessment Insurance
million. Income tax payable in the year 2017 is ISK 1,075.7 million. In year 2015 income tax charged in the Income Statement was ISK 745.2 Consolidation value value value value
million and income tax payable in year 2016 was I1SK 480.7 million. BUildings and SIteS ....cceeveeueeriiriienieeenee e 21,970,934 44,483,064 19,569,309 43,428,038
Machinery and equipment, asset insurances .. 12,899,952 10,762,090
The effective tax rate is specified as follows: Other insurances ... 712,958 3,576
2016 2015 Halt INSUFANCE .ttt 13,158,988 8,005,510
Amount % Amount %
Profit before taxes .....cccoceeeeeeeiireeciee e 8,625,890 3,818,271 X L.
10. Intangible assets and amortization
TAX FATE e e e 1,725,178 20.0% 764,573 20.0% Consolidation Usage agreement Usage agreement Software Total
Non-taxable revenues ..........ccocoeeeieeieieieenicnie (19,791) (0.5%) (18,329) (0.5%) on facilities on runways
JOINT TAXATION .viiiiiiiiiccece e (3,402) (0.3%) (10,869) (0.3%) Cost
Other Changes ... 1,075 0.3% 9,803 0.3% Balance at 1JanUAry 2015 ......eveeeeeeereeeeerereseeeereseeessesesenne 477,035 5,706,000 1,018,493 7,201,528
Income tax acc. to Statement of Comp. Income ................ 1,703,060 19.5% 745,178 19.5% AAITIONS .eveiiireecieiecreeecee et reeeeareeenes 0 0 131,848 131,848
DiSPOSAIS ..ttt 0 0 (8,097) (8,097)
Balance at 31 December 2015 .......cccccveecveevieeeiie e 477,035 5,706,000 1,142,244 7,325,279
9. Property, plant and equipment AAItIONS ..o 0 0 93,997 93,997
DiSPOSAIS ..ottt ettt 0 0 (3,159) (3,159)
Buildings Aprons Control Other assets Total Balance at 31 December 2016 .........coeueurerereeencenceneeneenees 477,035 5,706,000 1,233,082 7,416,117
and artwork and car parks systems
Cost Amortization
Balance at 1 January 2015 ................... 21,146,281 3,801,903 4,444,438 6,505,321 35,897,943 Balance at 1January 2015 ......c.ouveeueeeeeeeeeeeeeeeeseeeeseeeseens 95,407 1,141,200 277,105 1,513,712
Additions ... 3,001,301 938,734 311,404 3,202,070 7,453,509 Charge for the year ... . 15,901 190,200 69,817 275,918
DISPOSAIS w..erverirriiis (67,882) 0 (369,417) (108,455) (545,754) DISPOSAIS ..vvvorvevenresiiess e isesse sttt sans 0 0 (8,097) (8,097)
Balance at 31 December 2015 ............. 24,079,700 4,740,637 4,386,424 9,598,937 42,805,698 Balance at 31 December 2015 ........coo..rvvrmrevsneresnsssnneens 111,308 1,331,400 338,825 1,781,533
REVAIUBLION w..ooovvons 0 0 9,018 (9,018) 0 Charge FOF the YEAI wevvvvvveerseeeesoeeeeeeeseee e sesssseeeee s 15,901 190,200 110,949 317,050
FA¥o [ [ o] SR 6,126,606 5,221,393 407,736 1,978,887 13,734,621 Disposals 0 0 (3,159) (3,159)
B 0 0 0 (148,375) (148,375) Balance at 31 December 2016 ..........cooocewrsocerssocersree 127,209 1,521,600 446,615 2,095,425
Balance at 31 December 2016 30,206,306 9,962,029 4,803,178 11,420,431 56,391,944
L Book value
Accumulated depreciation Book value 1January 2016 ..........cc.cowveevemeeereensressreinnnennns 365,727 4,374,600 803,419 5,543,746
Balance at 1 January 2015 ................... 4,870,855 1,063,198 1,999,826 2,249,442 10,183,320 Book val ¢ q 349 826 4184400 786.467 5 320 693
Charge for the Year .........coooooorvvvvvvveeenn, 550,546 191,609 334,396 656,983 1,733,533 B . 200 : 220
DiSPOSAIS cuvveveeveeiieieeie et (63,600) 0 (365,511) (107,356) (536,467)
Balance at 31 December 2015 ........... 5,357,801 1,254,807 1,968,711 2,799,068 11,380,386 Due to. the development .of softw-are intende.d f-or sa.Ie on the global market in the coming years, the development cost amouhts to
Charge for the Year ... 672,774 251,347 333,247 960,098 2,217,466 approximately ISK 62.5 million which was capltzi\hzed in calendar years 20.12 to 2015..The software development was completed in the
) second half of calendar year 2015 and are availble for sale and already in use by clients. The Company has assessed the recoverable
DiSPOSAIS ..coveuierieieieeerieeee e 0 0 0 (127,568) (127,568) amount of this intangibl . . . . . .
gible asset and determined that this asset has not suffered an impairment loss. Other software is purchased and its
Balance at 31 December 2016 ............. 6,030,575 1,506,154 2,301,959 3,631,599 13,470,284 estimated lifespan is 3-20 years.
Book value According to an agreement between Keflavik International Airport ohf., now Isavia ohf. and The Icelandic Defence Agency, now the
Book value 1 January 2016 .................. 18,721,899 3,485,830 2,417,714 6,799,869 31,425,312 Icelandic Coast Guard, signed on April 22nd 2009, the Company would take over certain NATO inventory airport facilities and equipment
Book value at year-end ........ooooooovv..... 24,175,731 8,455,876 2,501,220 7,788,834 42,921,660 at Keflavik from the beginning of 2009 for the next 30 years. No fees will be charged for the usage but the Company must cover all costs
of daily operations and maintenance expenses, to ensure the conditions are in accordance with the regulated standards by The
International Civil Aviation Organization. On behalf of NATO inventory, the Icelandic Coast Guard has the right to use these facilities of
Estimated useful lives of fixed assets are as follows: which the usage rights are recognised proportionately over the lease term.
Buildings and artwork .......c..ccocoeeuennee. 7-100 years 11. The Consolidation
Aprons and car parks ........ccccceenennenne. 5-50 years
Fixtures and machinery .........ccc.c....... 3-20 years The Consolidated Financial Statements of Isavia ohf. consists of the parent Company and the following subsidiaries:
Other assets ....cvvvvveeeveeenieenieeenieens 3-20 years
Ownership% Nominal amount Principal activity
Information about the revalued properties in year-end:
31.12.2016 31.12.2015 Shares in subsidiaries
Duty Free Store ehf., Keflavik Airport ........cccooeeivevennennne. 100.00% 50,000 Retail and commerce
REVAIUEH DOOK VAIUE ...ttt ss et es s sssnessesnen 115,708 118,704 Tern Systems ehf., KOPavogur .........ccoceueinininiininincisinines 100.00% 80,000 Software and consulting
IMpact of the SPeCial FEVAIULION .......viriieiieiieiririeieeieieie ettt ettt b sesesenenas (56,501) (58,116) Domavia ehf., Reykjavik .........ccooovviimiiciiiiiiiiieics 100.00% 500 Real estate business
Book value Without iMmpPact OF reVAlUBLION .........c.ceveeveeeiiiiiieiicececeeeet ettt sasaeas 59,207 60,589 Suluk ApS, Greenland ..o 100.00% 1,999 Services of air traffic controllers
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31.12.2016 31.12.2015
Bond loan, weighted average of interest rate 5.48%. .......cccvvecveeiieeerieeiieeeieeceeecraeeetee e e saeesaeeeaaeenns 260,494 304,073
CUITENT MATUFITIES oeovviiiieeiiiecieeete et eeteeeete e et esaeeeteeeetaeebeeeseesseessseeesseensseessaeesseesaseensseeseeeaseesseesnns (36,551) (48,900)
223,944 255,174

13.

14.

Construction contracts are projects which are conducted for The International Civil Aviation Organization related to the Joint Finance

agreement.

Bonds and long term assets installments are specified as follows:

31.12.2016 31.12.2015
Year 2016 .... . - 48,900
R T 107 0 RSSOt 36,551 48,900
YEAI 2018 ...eeeeieeieeeeee ettt ettt ettt e e e e e e e et e e e e e e e e b — et e e e eee e e e e hbbe et teeeee e e e e nnbrbeeeeeeeeeeeaanrrnreeeeen 36,845 39,985
=T T 10 1 P UPTPPTROROPPPPPRY 37,153 39,985
YAI 2020 ...ueeieieieeeieieete st eteste et e st e st e e e e s te et e st e et e et e e b e e Rt et e e atete et et e e bease e beeneenheeneeeteenteeseenteeneeteeneane 37,475 39,985
YAI 2021 o.eeiceieie ettt ettt et s ettt et e e s b e e e te e e et e et e et e be et et e et et e e be et e e beeaeenteeaeeeteenreateenteereeteerrenes 37,812 39,985
INSTAIIMENTS JALEI woeiiiiiiie ettt ettt e e et e e e ett e e e e tbee e eetbaeeeetbeeeeeaseeeeasssseenssaeeeenraaeeenns 74,658 46,335
260,494 304,073
Inventories
31.12.2016 31.12.2015
GOOAS fOF TESAIE . ..vveieeeeee ettt e et e e et e e e e s be e e e ebaeeeeeabeeeeeabaeeeesaeeeeassesseanteeeeeasbesesannreens 502,153 449,323
[CToTe Yo I o TR (=12 Y 1 AP USRRPRPRO 31,998 17,652
Allowance for old and obsolete inventory (14,665) (13,132)
519,486 453,843
Changes in allowance for old and obsolete inventory:
At the beginning Of the YA ...c.vi it e e e s aae e saaeerae s (13,132) (44,558)
Reversed allowance for old and 0bsolete INVENTOTY .........ccvvviririiinienececeeee s (19,040) 13,981
INVENTOTIES WITEEN OFf .eeeeeiieee et e st e e e r e e e e rae e e e sanreeesnraeesanns 17,507 17,445
JN YT =Y o o PRSP TP PP PTOPRRUPRRRPPPROY (14,665) (13,132)
INSUranNce Value Of INVENTOIIES .....ceiiiiiieeceeee ettt et e e re e e bae e s are e e e sareeessneeeeennaeeeas 708,382 662,594
No inventories have been pledged at year-end 2016.
The Company’s plan is to sell all of its inventories in next 12 months.
Other financial assets
Accounts receivables
31.12.2016 31.12.2015
DOMESTIC FECEIVADIES .veeiiiiiieeeeeeeee et e e e e e et e e e e e e e e esabbaeeeeeeeeeeeensbsraeeeees 1,897,470 1,340,711
FOrIGN FECEIVADIES ...eveeeieeeeeee ettt et e et s et e e s st e e e e e seeeaeesnteesseeenseeenneeanneess 493,387 264,018
[fe] 1y A el d LoT g W el oY1 - [ o1 YR PPPURURE 121,809 70,409
Allowances for doUDTIUl GCCOUNTS ....ccvieiiriiiierieie ettt sttt (58,289) (42,129)
Receivables Joint Finance contract . 171,387 0
2,625,764 1,633,010

14.

15.

ALL AMOUNTS ARE IN THOUSANDS
OF ICELANDIC KRONUR.

Other financial assets (continued)

Aging and allowance for doubtful accounts

Analysis of aging and allowance for doubtful accounts at the balance sheet date were as follows:

2016 Annual Report

31.12.2016 31.12.2015

Gross amount Allowance Gross amount Allowance
Receivables Not yet dUE ........coovvveieeecciieeciie e 1,726,539 20,380 1,225,115 12,359
Receivables, overdue 1-90 days 673,977 14,969 377,922 15,059
Receivables, overdue 91-180 days ......ccoceeerrvveerveeenceeesnnnens 90,292 9,816 50,910 10,263
Receivables, overdue 181-210 days ......ccccceveereerveereereeennen 10,208 9,232 12,502 4,274
Receivables, overdue 211 days and older ...........ccccvveeueennne 11,648 3,892 8,690 174
2,512,665 58,289 1,675,139 42,129

Changes in the allowance for doubtful accounts:

31.12.2016 31.12.2015
At the beginnNiNg Of the YEAI ...c..couiieecee e st e e e s aaesbee e (42,129) (68,006)
Impairment loss recognized ON reCeIVAbIES .........cccveiierieiiiieece e (16,171) (9,900)
Amounts written off @s UNCOIECTADIE...........coouviiiiiceii e e e 11 35,777
F T G- o T SRR (58,289) (42,129)

Allowance has been made for doubtful accounts, this allowance has been determined by management in reference to past default

experience.

Other receivables

31.12.2016 31.12.2015

Value added tax, receivables . 1,320,776 392,541
[T [0 =D o 1= YT USSR 96,776 89,984
[0 To 11 =Y T ole] 4 TN = USSP 29,620 21,342
Prepaid SAlAri®S ..ouiiiieieesieeeee ettt ettt et b e te et e e e et e et e enteebeenaeeteenreenreas 64,421 48,050
Ol rECRIVADIES .....eeeeiee ettt e e et e e e st e e e b e e e etaeesbee s aaeesasaeensaeeebeeesnseeennseesans 238,837 281,599

1,750,430 833,516
Bank balances and cash
The Company’s cash and cash equivalent consist of cash and bank balances.

31.12.2016 31.12.2015

BanK DAlanCes iN ISK ......uveieiiiiiiee ettt e ettt ee et e e e e et a e e e e eebaaeeeeeasabaaeeesesbaaeeeensasseeeseasraeeenans 1,487,033 889,241
Bank balances in foreign currencies 1,168,823 4,099,412
Cashin ISK ... 12,436 5,069
THME HEPOSIE 1.ttt ettt ettt ettt et e e b e e be et e et e sa bt et e e beeabeenbeesbeenbesabeenbeebeenteenseensean 3,162,214 0

5,830,506 4,993,722
Equity
Share capital is specified as follows:

Shares Ratio Amount
Total share capital at Year-end .........covceereerienieneereesee e 5,589,063 100.0% 5,589,063
5,589,063 100.0% 5,589,063

Each share of one ISK carries one vote. The Ministry of Finance carries the voting rights on behalf of the Icelandic Treasury. All shares have

been paid in full.



94

Isavia ohf.

FINANCIAL POSITION

OF ISAVIA

16. Long term borrowings

17.

CONSOLIDATED FINANCIAL
STATEMENT FOR ISAVIA OHF. 2016

Loans from credit institutions

31.12.2016 31.12.2015

LIADIIIEES TN CHF ..eiiiiieceee ettt ettt et e e beesee st e ste e s s e e be e eeesteesaassaanseesaeenseansesseasneensen 2,599,378 3,236,070
LIGDIIIEES TN EUR .veoeoecesceeeee oo se e ss s ss s sse s sse s s st sssessssesnesnesesnse s sassanes 11,721,939 7,612,680
[ o1 L (= g TG PR 0 952,042
Liabilites in JPY ..... 0 801,404
Liabilites in SEK .... 0 265,128
Liabilites in USD ... 3,167,489 3,846,217
LI@DIIIEES TN ISK ..ttt ettt ettt et e s he e s bt et e e b e et e sat e s st e bt e e bt e beebe et e eaeas 6,717,676 1,851,150

24,206,482 18,564,692
Current portion of 1ong term liabilities ......cevoveeiciiiriieeeee e s (1,236,190) (1,017,218)
Non-current liabilities @t YEAr-ENd ......oeiiiiiiiieiiee e et e s sree e saaeesaeesne 22,970,292 17,547,474

Installments of non-current liabilities are specified as follows:

Current maturities ...
Installments in 2017
Installments in 2018
Installments in 2019
Installments in 2020
Installments in 2021
SRS

Installments late

Loans from credit institutions

31.12.2016 31.12.2015

- 1,017,218
1,236,190 891,142
1,131,133 765,366
1,260,336 884,503
1,389,881 1,003,975
1,396,475 1,010,433
17,792,467 12,992,054
24,206,482 18,564,692

Loans amounting to ISK 22,833.3 million are subject to financial covenants regarding equity ratio. Thereof loans amounting to ISK 3,822.7
million are also subject to condition of net interest bearing debts/EBITDA ratio. The financial covenants are reviewed on a regular basis

and it is management view that they are unlikely to be breached.

Deferred tax liability

Balance at beginning of the year
Effects from joint taxation
Calculated income tax for the year
Income tax payable for the next year
Balance at the end of the year

Deferred tax balances consist of the following account balances

Property, plant and equipment
Current assets ...

(04 0 T=T 14T 0 OO SPPPR

Exchange differences

31.12.2016 31.12.2015
1,359,680 1,095,231
(3,402) (10,870)
1,706,462 756,048
(1,075,721) (480,729)
1,987,019 1,359,680
31.12.2016 31.12.2015
1,600,928 1,349,678
5,823 6,386
(11,002) (22,585)
391,270 26,200
1,987,019 1,359,680

19.

ALL AMOUNTS ARE IN THOUSANDS
OF ICELANDIC KRONUR.

Accounts payable
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31.12.2016 31.12.2015
DOMESEIC ACCOUNES PAYADIE «..oveiiiiiieieiieiieieete ettt st sttt sttt s bt et e st ese st ebesneas 2,336,971 1,647,834
Accounts payable - Joint finance agreement . 0 915,912
FOreign aCCoUNTS PAYADIE ..o..viiiiieceeie ettt e et e s e e s e e e sseeesbaeenseeenseesneeesaeen 230,156 226,773
2,567,127 2,790,519
Current maturities of long-term liabilities
31.12.2016 31.12.2015
Loans from Credit iINSTITULIONS .....cc.vuviiiiiiiei ettt eeerre e e e e e e e e ebbr b e e e e e eeeeeeseasaaeees 1,236,190 1,017,218
1,236,190 1,017,218
Other current liabilities
31.12.2016 31.12.2015
Value added tax, PAYABIE .....ooviiiiiie e st saeenane 23,111 14,459
(DL =T g =Te W=V U T J SRS 13,206 18,550
Accrued additional contribution to pension fuNd .........cccceccciiiiiiiie e 221,496 168,968
Salaries and related expenses PAYabIe ..ot 514,909 416,246
Accrued holiday COMMILMENT ...cooviiiiiiiieeee et e st e st eesaaeesaeeeseesnbeesaseenes 1,119,385 913,741
Accrued iNterest, PAYADIE ....cc.eoieie et srae e e raeenen 142,413 128,998
(04 =Tl 1Y 1] 1 4TSRS PRRN 106,331 196,606
(D =Y =e W =Y7=1 2 (O LIRS 187,850 0
Unfinished CONSTrUCTION CONTIACT ......ueeeiiiiiiiiiiieecciee ettt e e s e e e baee e s earaee s snreeeeannneeenn 7,121 0
2,335,821 1,857,569
Financial risk
Financial instruments
The consolidated financial assets and liabilities are specified into following types of financial instruments:
Financial assets 31.12.2016 31.12.2015
Bank balance and cash ........ccccoceeviiecie e, 5,830,506 4,993,722
Financial assets that are intended to hold to maturity . . 260,494 304,073
LOANS AN FECEIVADIES ..ottt et e et e e et e e e e eeab e e e e sabeeeeebaeeseeabaeseesbaeeesans 4,214,997 2,328,491
Financial liabilities 31.12.2016 31.12.2015
Other fiNaNCial IADIITIES ....ccocuvieeeeeee et e eerre e e et e e e e rta e e e s earaeeesnseeesnnneeennnnes 30,185,151 23,693,508

Financial assets which are intended to hold to maturity, loans and advances and other financial liabilities are measured at amortized cost

with effective interest method less impairment.

Risk management

The Company’s Management monitors and manages the financial risks relating to the operations of the Company. These risks include

interest rate risk, currency risk, market risk, credit risk and liquidity risk.
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19. Financial risk (continued)

Interest rate risk

Interest rate risk is the risk that fair value or future cash flows of a financial instrument will fluctuate because of changes in market interest 19. Financial risk (continued)
rates.
Foreign currency risk 31.12.2015
Interest rate changes affect the expected cash flow of assets and liabilities which bear floating interest rates. Assets Liabilities Net balance
Sensitivity analysis EUR evettsmeeeeessseeeesss s cesst s cess e e 3,412,015 7,740,674 (4,328,660)

In the analysis below the effects of 50 and 100 basis points increase on profit or loss and equity are demonstrated. The sensitivity analysis GBP e e 763,573 964,378 (200,805)

below has been determined based on the exposure to interest rates at the balance sheet date. The analysis is prepared assuming the 1‘9";3‘2 3 ig;’:g‘; a(zgi’gii)
amount outstanding at the balance sheet date was outstanding for the whole year. The analysis assumes that all other variables than basis ! e (3,224,013)
. s . . . I . . . 11,834 13,358 (1,524)
points are held constant. The sensitivity analysis does take into account tax effects. A positive amount below indicates an increase in profit 3125 12452 (9.327)
and other equity. A decrease in basis points would have an opposite impact on income statement and equity. 564 267,196 (266,632)
USD ettt bbbt h e ne e bbb ae e 142,419 3,897,449 (3,755,029)

(oY o T OO 5,981 0 5,981

Effects on profit or loss and other equity are the same as change in valuation of the underlying financial instruments is not charged directly

to equity. Positive amount indicates increased profits and equity. Lower interest rates would have the same effect but in the opposite
Sensitivity analysis

direction: The table below shows what effects 5% and 10% increase of the relevant foreign currency rate against the ISK would have on profit or loss
31.12.2016 31.12.2015 and other equity. The table above details monetary assets and liabilities that are denomintated in foreign currency and the sensitivity

50 bps. 100 bps. 50 bps. 100 bps. analysis apply to. The foreign currency assets and liabilities in the sensitivity analysis are mainly foreign currency borrowings and foreign

currency bank balances. The analysis assumes that all other variables than the relevant foreign currency rate are held constant. The

Effects on profit or 10ss and other €qUItY «........eweeverrereeen. (66,810) (133,623) (48,106) (96,212) sensitivity analysis does take into account tax effects. An decrease of the relevant foreign currency rate against the ISK would have an

opposite impact on profit or and other equity.

Foreign currency risk

Foreign currency risk is the risk that fair value or future cash flows of a financial instrument will fluctuate because of changes in foreign Effects on profit or loss and equity 31.12.2016 31.12.2015
currency rates. 5% 10% 5% 10%
Foreign currency risk exposure does arise when there is a difference between assets and liabilities denominated in foreign currency. (426,891) (853,781) (173,146) (346,293)
2,358 4,715 (8,032) (16,064)
61 123 (31,873) (63,746)
101,91 2 2 12 1 2 21
The majority of assets of the Company are in the local currency, but some of the financial assets are denominated in foreign currency. The ( 01’27? ( O:ITS? ( 8’9(21; ( 57222;
majority of the liabilities of the Company are denominated in foreign currencies. Following table details the currencies that affect the '(17) ! (34) (373) (746)
operations of the Company. Rates and volatility in exhange rates are based on mid rates. (28) (56) (10,665) (21,331)
Year-end rate Average rate (117,464) (234,927) (150,201) (300,402)
& 55 111 239 478
Currency 2016 2015 2016 2015
119.13 141.32 133.78 146.35 Credit risk
138.91 192.06 164.27 201.64 Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to the Company. The
0.966 1.076 1.113 1.090 . o .
Company monitors the credit risk development on a regular basis.
110.81 130.50 122.66 137.21
16.02 18.94 17.97 19.62 Maximum credit risk Carrying amount
13.11 14.75 14.39 16.40 31.12.2016 31.12.2015
12.43 15.40 14.16 15.65
112.82 129.59 120.83 131.91 Bonds and Other IoNg tEIM @SSETS ......c.eiiiiiiiiiieieiertet sttt 260,494 304,073
83.72 93.27 91.18 103.42 ACCOUNES FECERIVADIES ...ttt et s et e bt e b e et e et e b et e et e saeesaeeaeas 2,625,764 1,633,010
(04 T o Y o) PSPPI 1,589,233 695,482
Bank balances @nd CASh ........ociuiiiciiiiee et et e be e et ae e e eaae e s ne e e areeanes 5,830,506 4,993,722
Assets Liabilities Net balance 10,305,997 7,626,286
The maximum risk of the Company is the carrying amount itemized above.
1,210,340 11,882,603 (10,672,263)
70,601 11,659 58,942
1,537 0 1,537
63,468 2,611,332 (2,547,864)
54,257 13,026 41,231
2,861 3,291 (430)
2,186 2,891 (705)
257,573 3,194,161 (2,936,589)

1,387 0 1,387
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Financial risk (continued)
Liquidity risk management
Liquidity risk is the risk that the Company has difficulties to meet its financial commitments in the near future.

On a regular basis the Company monitors the liquidity balance, development and the effects of market environment.

Payable Payable between Payable
within 1 year 1-4vyears after 4 years Total
Liabilities 31.12.2016
Non-interest bearing ......ccccevevevciee e 5,978,669 0 0 5,978,669
Floating interest rates .....ccvvveerveerriieenieeeree e 1,139,714 4,732,936 17,071,243 22,943,893
Fixed interest rates ......cccccevveereenienienieneesee e 96,475 444,889 721,225 1,262,589
7,214,858 5,177,825 17,792,468 30,185,151
Assets 31.12.2016
Non-interest bearing ........cccecevveevieevienieniese e 4,064,867 0 0 4,064,867
Floating interest rates 6,017,187 149,286 74,658 6,241,131
10,082,054 149,286 74,658 10,305,997
Net balance 31.12.2016 2,867,196 (5,028,540) (17,717,810) (19,879,153)
Payable Payable between Payable
within 1 year 1-4vyears after 4 years Total
Liabilities 31.12.2015
Non-interest bearing .......ccccevevvevciie e, 5,128,817 0 0 5,128,817
Floating interest rates . . 927,876 3,133,014 13,177,792 17,238,682
Fixed interest rates .......cocveeevveeriie e 89,342 411,973 824,696 1,326,010
6,146,034 3,544,987 14,002,488 23,693,508
Assets 31.12.2015
Non-interest bearing ......c.cccecevveevieevenienienee e 2,338,476 39,939 35,235 2,413,650
Floating interest rates ......ccovcuveeceeerieeciee e 5,032,637 120,000 60,000 5,212,637
7,371,113 159,939 95,235 7,626,286
Net balance 31.12.2015 1,225,078 (3,385,048) (13,907,253) (16,067,222)

Other issues

Revenues of International Air Navigation Services

On the basis of a service agreement with the Ministry of the Interior, the Company offers air navigation services within the Icelandic,
Greenland, and Faroese airspaces in accordance with the Icelandic Government's commitments in international agreements. For this
obligation, there is a so called Joint Financing Agreement which was signed in 1956 between 13 member countries of ICAO, The
International Civil Aviation Organization. These member countries are now 24. The users of the service pay for the service in full.

Court Proceedings

In the year 2015 Drifa ehf. started Court proceedings against Isavia ohf. demanding compensation for alleged damages in connection with
the pre-qualification process when renting commercial space in the duty free area of Leifur Eiriksson Air Terminal. A selection committee
considered an offer from another bidder more advantageous. The amount of Compensation claimed is ISK 1,563 million. Isavia ohf. is on
the opinion that it acted in accordance with the pre-qualification procedure and the lawsuit is without merit.

21.

22.

23.
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Other obligations

Operating license

Isavia ohf. holds a license from the Iceland Civil Aviation Administration for the operations of air navigation services under regulation No.
1129/2014 and a license for the operation of airports according to regulation No. 464/2007. The Company is also a holder of flight
operating license to operate aerial work (flight test etc.) according to regulation No. 97/2009. The licenses are granted for variable periods.
Licenses for the operations of air navigation service is valid until 2021 and Keflavik Airport, Reykjavik Airport, Akureyri Airport and
Egilsstadir Airport are valid until December 31st, 2017. Registered landing area or other airports including airports for scheduled flights are
valid until 2017.

Under its operating license the Company is required to respect and meet all obligations within the range of responsibilities and the
operational area of the airport, the runways and terminal at Keflavik Airport which the Icelandic goverment has undertaken, and may
undertake.

In times of war, and in emergencies, the Company shall be obliged to grant the American Military Authorities, use of airport facilities at
Keflavik Airport. The International and Security Affairs Department of the Ministry for Foreign Affairs shall be responsible for liaising
between the Company and the American Military Authorities, whether directly or indirectly.

Service agreement for construction

The service agreement between the Ministry of the Interior and the Company applies to maintenance and construction of airports others
than Keflavik Airport. The company works with the Ministry of the Interior and prepares a proposal for maintance and construction which
the company believes is neccessary to perform in accordance with the National Transportation Policy. The construction projects are
included in this plan and are therefore agreed, according to the transportation policy. Payments are received according to a payment plan.
In 2015 the amount for construction projects was in total ISK 349.9 million (2015: ISK 354.2 million).

Service agreements for operations

On the basis of the service agreement with the Ministry of the Interior the Company provides navigation services in local airspace;
operations, maintance and construction of airports and landing strips and publishes the AIP handbook.

The Company is obliged to have in effect all legally binding insurance including liability insurance for air traffic control and airports. The
liability coverage at year-end for air traffic control and airports amounted to USD 1,000,000,000 and for flight testing amounted to USD
500,000.

The Company's legally binding insurance is exempt from liability due to acts of terrorism. The Company has procured insurance against
terrorism covering damage in air navigation services and airports amounting to approximately USD 250,000,000 and USD 15,000,000 at
Keflavik Airport.

The Company has purchased an idemnity insurance for the Board of Directors and Management which covers a loss up to ISK 300,000,000.

Obligation due to employees

The Company has insured all its employees in accordance with applicable collective agreements, except certificates of insurance for air
traffic controllers. According to collective agreements, the Company shall at its own expense ensure certification of each controller that
has VFR and/or IFR qualifications. The Company has not purchased insurance and therefore has an obligation in accordance with
applicable collective agreements, if loss of certifications occurs.

Related parties

Related parties are those parties which have considerable influence over the Company, directly or indirectly, including parent company,
owners or their families, large investors, key employees and their families and parties that are controlled or dependent on the Company,
i.e. affiliates and joint ventures. Isavia ohf. is a government owned private limited company and partial exemption is provided from the
disclosure requirements for government-related entities in the revised version of IAS 24.

Disclosures regarding salaries for the Board of Directors and Managing Director is explained in note no. 5. Sales of goods and service to key
management personnel and related parties where immaterial.

Approval of financial statements

The financial statements were approved by the Board of Directors and authorised for issue on March 16th, 2017.

2016 Annual Report
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Consolidated ratios

24.

2015

2016

From Statement of Comprehensive Income:

Profitability

6,008,492

8,856,519

Earnings before interests, taxes, depreciation and amortisation (EBITDA) ......ccceeceevveeveereeveereesvennnns

a) Contribution Margin 0N OPEratiON .......ccceeiuiiiiiiieeetee et et e e s e b e e

23.10%
11.81%

26.83%
20.97%

b) Profit margin 0N OPErating rEVENUE ..........cccueriiiirierieeie sttt ettt st ettt saeesbe e e sbeetesaeeee e

0.55
16.52%

1.24
29.34%

C) EQrning PEI SNArE (EPS) ..ocueeiiiieiieieteete st ste sttt e ste ettt e sstesae et e e te s e e nseensasseebesseesaesaeesaeensesnean

b) Net income/total revenue
d) Net income/average equity

c) Earnings per share (EPS)

) RELUIN ON BQUILY touveieiieiiie ettt sttt ettt st s e e st e e ae e te e enbeesbeesseeesseesaseesanaesnsessateensaeenseenns
a) EBITDA/total revenue

31.12.2015

31.12.2016

From Balance sheet:

0.02
0.60
10.76

0.02
0.63

Activity ratios
€) INVESTMENT IN INVENTOTIES ...cviiuiiiiiiieieieitet ettt sttt sttt sb e

f
g

) RALE Of FELUIN ON @SSELS ..eiiiiiiiiiiiiieit ettt st s e s e st e satesbte s be e ebeesnbeesbeeenes

11.20
15.50

) INVENTOIY TUMOVEN ..ttt sttt b e bbbt e e bt sae et et e s b et et et ebeebenbestenee
N) RECEIVADIES TUMMOVET ....cueiiiitieteett ettt ettt et sttt et be et eat et e e s enbe et e sbaesbesanesbeeas

15.76

g) Cost of goods sold/average inventory

e) Inventory/revenues

h) Reveneus/average accounts receivables

f) Net income/average total assets

1.22
1.30
2.26

1.42
1.49
2.03

Liquidity ratios
[} IO 0ol e Y=Y o =T A = o TP PSSP

J) CUITENT FATIO c.eetiitieiteeie ettt ettt s bt et s bt e b e sa e e s bt e st e sheeaeesae et e eabenbeeabenbeentesbeensenaeens

k) Net Interest Bearing DEDES/EBITDA ......c.evrueirieririetiieteitrteierieteestese sttt ettt b et b e sae b saene e esenennen

44.56%

45.68%

j) Current assets/current liabilities

Coverage ratios

[} e [V 4V - 14T R SRS PRPN

i) (Current assets - inventories)/average total assets
M) INEErNAl VAU OF SNHAIES ...ooeieeeeeceecee e s e st e s e e e e s aeesnaeeseeenns

Buiiodaa Juswbag
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m) Shareholders equity/capital stock
o) Paid in revenue/stated revenue
p) Cash flow from operat./net profit

Depreciation and amortization/Operating rEVENUE .........cceccveveereceeseeee e ve e ae e sreeneas

Other operating eXpenses/OPerating FEVENUES .........cveieirrirerieiereeeeeeresseesessesseeesseseeseesessessesseseans

Salaries and related expenses/operating rEVENUES ..........cceeverieeieenteeiiesieesresieesre e e ste e e e sreesaesreeseeanas
Administrative eXpenses/OPerating FEVENUES .........c.ccveieiriererierierteieressestessestessesseseesessessessassensensenes

Operating expenses as percentage of revenues
Cost of goods sold/income from retail diVISION .........ccceeceereeiierieiieeeee e

Operating expenses/operating revenues

From Cash flow:
n) Cash flow from operat./Total liabilities

P) QUALILY OF NET PrOFfit .veviiiiiieieeieies ettt s e et e st e se et e s saetesanensesnsens

N) Net Cash dEDt COVEIAZE ..uviiiiiiiiieie ettt s e s et e et e e beesaaeesnaeessaeenneeeneeennen
0) QUALITY OF SAIES ...ttt sttt b bbb e s he et sbe bt sa e e be et e ae et e saeenteeaeens

1) Shareholders equity/total assets
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