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Atlantic Airways in Brief

Our origin, mission, vision, business and strategy

Atlantic Airways was established in order to depekbe Faroese airline industry and airline serviaesd
through this establish a competent aviation envirent in the Faroe Islands.

Since the company’s establishment in 1987 it hasvgrfrom a small company with one aircraft and tedi
capabilities to a company, which operates severatadt and helicopters. At year-end 2012 Atlardicways
had 172 full-time equivalent employees, and operédtaircraft and 2 helicopters.

Our mission is to transport people and cargo byndtin the Faroe Islands as our cornerstone. Ouovis to
enable the Faroese people to travel the world,igiy the best possible service and to remain tieéepred
airline carrier in the Faroe Islands.

In line with our mission and vision statement, Atia Airways strives to provide the Faroe Islandthvgafe,
commercially viable, diverse, and competitive eavel to the rest of the world. Internationallyisitour strategy
to be competitive in niche markets outside the &aislands, while as a company to remain flexiblel an
responsive to changes and opportunities at allsime

In line with this, Atlantic Airways also prioritizeto be a valued and respected member of our kuéty
creating value, competences and jobs to the Fagmesmunity.

Our corporate culture places emphasis on safetglitgu punctuality, customers, profitability and aiified
employees.

The history of Atlantic Airways in brief

Atlantic Airways was formed in 1987 shortly aftdret Faroese government finalized negotiations wigh t
Danish government to allow a Faroese operator ¢oige air services in competition with Danish opers,
who previously had monopoly on this service.

Atlantic Airways has continually developed airlitravel to and from the Faroe Islands since thé fiperation

in 1988 on 28 March. The number of departures tpe@ibagen has increased to four per day duringgdaghkon,
and the company offers flight connections both rirgrrand evening. Since 1995 the company has esteioli
flight connections to the neighboring countriesldod, Norway and UK. This continued development has
increased passenger numbers at the Vagar Airporh faround 90,000 to more than 200,000 per year.
Additionally, the company has been at the foreframtpromoting the Faroe lIslands abroad as a tourist
destination, as well as in developing local tourism

Since 1995, the company has developed helicopteices in the Faroe Islands with Visual Flight R(N&-R)
operations to be able to perform demanding SeardiR&scue (SAR) operations as well as off-shoreatipas.

Atlantic Airways has from day one focused on quatifj the work force in the Faroe Islands to conducange
of jobs within the aviation industry. Atlantic Aiays has trained hundreds of people as enginedads,pi
stewardesses as well as other jobs within the GEkdiation.

Today, Atlantic Airways is among the largest conipanin the Faroe Islands. However, the Faroese home
market is relatively small, and the company thexefalso has a strategic interest in providing sewvioutside

the Faroe Islands based on profitability and releeato Atlantic Airways’ core competences. On this
background, the company has entered the Europedteftrta widen its operations beyond the limiteddemse
market. The company has performed well in open etacbmpetition and has been involved in air logisti
projects in various European countries, servicempwned companies such as Bristow Helicopters, BA®

1, Air Greenland, British Airways and Aker Stord.

In 2012 the European Regions Airline AssociatioRAF has commended Atlantic Airways with the Airlioé
the Year 2012/2013 bronze Award. The nomination paxtly thanks to the groundbreaking introductidnhe
RNP AR navigational aid system on the company’s rgrbus A319, and partly because of the genuine
regional service that the company provides to ¢éimeate Faroe Islands on an ongoing basis.
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Letter from the Chairman and the CEO

One year ago we expressed that Atlantic Airwayslevdace new and unprecedented challenges in 23l #hea
airline was set to take delivery of a brand newbAs A319 and successfully introduce this type ofraft to the
challenging operation to and from Faroe Islands.

One year later we are now able to state that Adafirways met its challenges well and has reachkederal
milestones during the past year.

The largest challenge and uncertainty that the emwypfaced was to launch the change of the company’s
operational platform from the BAE aircraft, whictevmave operated for almost 25 years, to the AiIdRKES. This
change in operational platform may seem an obvaonuseasy decision when operating between standiaaits,

but the operational environment in Faroe Islandshallenging and regarded as one of the most dengnd
Europe.

However, the Airbus’s entry into operational seeviwent smoothly without any drawbacks, and the ams
transition to an Airbus platform has therefore beaccessful — not to say very successful. In terfagperations the
Airbus aircraft has met our expectations - and exereeded them.

A major contribution to the imminent success of tiew Airbus platform stems from the introduction thg
navigational aid system RNP AR 0.1, which was idtreed from the very beginning of the operation. Ri¢P
procedures has improved safety margins, loweredhmimnd increased regularity as well as supporetidavings
by shortening aircraft sector time.

Introducing the new platform was one challenge, taking delivery of and defining the new aircrafasvanother
significant challenge. Nonetheless, we are verggid with the outcome. The aircraft is probablyrtiust powerful
and best equipped Airbus A319 in the world, androission and experience from this first year sulit&tes this,

as safety and regularity have been paramount paessneThe feedback from our customers reflects tgrea
appreciation of the Airbus, and the general peforps that the aircraft has elevated the compasgivice to a
higher level.

The company'’s effort in regard to modernizing tegional service to the Faroe Islands and pione¢hadRNP AR
system in Europe has also met praise in the iniema aviation environment, as the airline was dred by the
European Regional Airline Association with the Aid of the Year bronze award. We regard this as an
achievement, which the entire Atlantic Airways &tan take pride in.

The financial result for 2012 leaves room for imgrment during 2013. Part of the costs incurredru®012 were
one-off costs related directly to the Airbus A318Mstry into service and will not repeat themselvedthough the
airline is still learning some preliminary lessargarding optimization of the new operational get-u

Furthermore we aim to optimize the company’s opemnat schedule by adjusting supply and increasaigssin
order to reach a higher load factor and to improwetribution-margin per flight. In addition, newrsmer flight
routes to Barcelona has been introduced, baseaeandreased flight range provided by the Airbusraft. We will
also increase capacity in regard to the Mediteaamaarket by introducing weekly summer flightsteyl.

We anticipate to shift more capacity on to the Aslplatform and gradually phase out Avro RJ capaeihd
through this obtain higher utilization and lowelitugost.

In June we expect the next Airbus A319 to entes service. It will be based in Denmark and sengckeduled
services and charter operations out of Denmarkh@ie signed a significant charter contract progdiapacity to
Atlantis Rejser both winter and summer and by #h® leveling out some of the challenges to balaritization
between seasons. One Avro RJ 85 has recently leémrated to Chile in South America and we expedtaosfer
further Avro RJ capacity to Chile later in the yeatiantic Airways has established an interim bas&antiago in
order to provide our partner with technical and rafienal assistance in the initial phase of esshblig new
services. A transfer of surplus capacity in our lsgason fits well in partnership with the operationSouth
America as Chile has the reverse seasonality.
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Although the company’s focus has been on the majanges within our fixed-wing operations, the conyps
helicopter operation has likewise met demandindlehges throughout 2012 as well as met these witieleent
results. The upgrade of our SAR service has pregreas planned and the company delivered a salicperised
off-shore service to Statoil during their drillimgmpaign throughout the year. In addition, thedoglier activities
contributed significantly to the company’s result2012. Based on the recent developments with #iedpter
operations, it is our view that there is furthetgudial within this operational area in the yearsdome.

Lastly, and especially important for our investdrg Atlantic Airways share has increased by 2586esiyear-end
2011, and the share price was 125 on the stoclkaeges in Copenhagen and Reykjavik on 11 Februdrg.20

We believe that Atlantic Airways is in a good p@sitto expand its business. Above all, Faroe Idamekds a safe
and dependable airline service providing a higlellef reliability.

Kaj Johannesen Magni Arge
Chairman of the Board CEO
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Fourth quarter of 2012 in brief

Financial highlights

Q

Revenue in the fourth quarter of 2012 was DK
115.8 million, compared with DKK 98.4 million in
the fourth quarter of 2011

Earnings before depreciation (EBITDA) in th
fourth quarter of 2012 were DKK 14.9 million,
compared with DKK 12.4 million in the fourth
quarter of 2011

Total depreciation and impairment in the fourt
quarter of 2012 was DKK 15.8 million, compare
with DKK 12.0 million in the fourth quarter of 2011

Net financial items in the fourth quarter of 201
amounted to DKK -1.9 million, compared with ne
financial items of DKK -0.3 million in the fourth
quarter of 2011

The result before tax in the fourth quarter of 20:
was DKK -2.7 million, compared with DKK 0.1
million in the fourth quarter of 2011

Net result after tax in the fourth quarter of 2@&s
DKK -2.2 million, compared with DKK 0.1 million
in the same period the previous year

Traffic development

Q

The number of passengers carried on schedu
services in the fourth quarter of 2012 was 45,2¢
compared to 39,406 in the fourth quarter of 2011

The load factor on scheduled services in the fou
quarter of 2012 was 73%, compared with 75% in t
fourth quarter of 2011

The total number of aircraft block hours operatesw
1,451 in the fourth quarter of 2012, compared wi
1,774 in the fourth quarter of 2011

Block hours sold on ACMl/charter operations in th
fourth quarter of 2012 was 344, compared with 494
the fourth quarter of 2011

Block hours on helicopters were 276 in the four
quarter of 2012, compared with 163 in the four
quarter of 2011

3 ATLANTIC AIRWAYS

The year 2012 in brief

Financial highlights

a

a

Total revenue in 2012 was DKK 501.3 million,
compared with DKK 435.6 million in 2011

Earnings before depreciation (EBITDA) were DKK
83.4 million in 2012, compared with DKK 74.4 miltio
in 2011

Total depreciation and impairment in 2012 was DKK
58.3 million, compared with DKK 43.1 million in 2Q1

Net financial items amounted to DKK -8.0 million in
2012, compared with net financial items of DKK -4.1
million in 2011

The result before tax was DKK 17.1 million in 2012,

compared with DKK 27.5 million in 2011

Net result after tax was DKK 14.0 million, compared

with DKK 22.5 million in 2011

The cash position at year-end was DKK 97.1 million,

compared with DKK 98.6 million the previous year

The export value was 50% of turnover, corresponding
to DKK 246 million

As of 31 December 2012, equity was DKK 243 million,

resulting in an equity ratio of 49%

The number of full-time equivalent employees in 201
was 172 on average, compared with 166 in 2011

Traffic development

a

a

The number of passengers carried on scheduled
services in 2012 was 208,329, compared with 193,450
in 2011

The load factor on scheduled services in 2012 was
74%, compared with 77% in 2011

The total number of aircraft block hours operated i
2012 was 7,156, compared with 8,189 block hours in
2011

Block hours sold on ACMI/charter operations in 2012
was 1,823, compared with 2,075 in 2011

Block hours on helicopters were 1,162 in 2012,
compared with 624 in 2011
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Financial highlights and key ratios

201z 2011 201C 200¢ 200¢

INCOME STATEMENT (DKK 1,000)
Net sales 501.303 435.523 401.790 402.137 541.548
Other incom 0 11¢ 88C 0 5.28¢
Result before depr., amort. and impairm. (EBITDA) 83.345 74.359 69.049 43.633 86.970
Depreciations, amortisations and impairn -58.20( -43.07: -49.54¢ -63.00: -60.51:
Result before financial items (EBIT) 25.145 31.288 19.503 -19.368 26.457
Net financial items -8.012 -4.103 -3.933 11.745 1.437
Share of profit/loss of associa -17 31C -48¢ -441 -75
Result before tax (EBT) 17.116 27.495 15.082 -8.064 27.818
Tax -3.081 -4.94¢ -2.73¢ 1.45¢ -4.971
Profit 14.03¢ 22.54¢ 12.34« -6.60¢ 22.84"
BALANCE SHEET (DKK 1,000)
Assets
Total non-current assets 370.474 241.095 221.100 303.389 301.235
Total current asse 129.65¢ 141.08¢ 189.61¢ 96.46" 136.92¢
Total asset: 500.13! 382.18: 410.71¢ 399.85¢ 438.16¢
Equity and liabilities
Total equity 247.293 249.626 227.487 214.377 226.324
Total non-current liabilities 164.534 64.393 67.452 127.797 146.027
Total current liabilitie 88.30° 68.16: 115.77¢ 57.68: 65.81:
Total equity and liabilities 500.13¢ 382.18: 410.71¢ 399.85¢ 438.16:¢
Cash flows (DKK 1,000)
Net cash flow from operating activities 85.961 83.065 62.077 70.310 75.253
Net cash flow used in investing activities* -187.596 575 -31.098 -65.384 -69.192
Net cash flow from financing activiti 100.16° -66.21: -15.35: -21.76¢ 38.33¢
Cash flows for the perioc -1.46¢ 17.42¢ 15.62¢ -16.84: 44.39¢
*Of this purchase of property, plant and equipment -183.363 3.565 -29.916 -61.360 -64.550
Financial ratios
EBITDAR (DKK 1,000) 93.937 81.709 74.679 54.805 96.813
EBITDAR margin (%) 19% 19% 19% 14% 19%
Return on investment (%) 5% 8% 5% -5% 6%
Current ratio (%) 147% 207% 164% 167% 208%
Solvency ratio (%) 49% 65% 55% 54% 52%
Return on equity before tax (%) 7% 12% 7% -4% 13%
Return on equity after tax (%) 6% 10% 6% -3% 10%
Income/cost ratio (%) 1,04 1,07 1,04 0,98 1,05
Shares
Number of shares (1,000) 1.035 1.035 1.035 1.035 1.035
Earnings after tax per share (DKK) 13,56 21,78 11,93 ,396 22,07
Dividend per share (DKK) 4 7 7 0 5
Share price end of period (DKK) 121 100 116 142 168
Share price end of period/Earnings after tax parestP/E) 8,92 4,59 9,73 -22,24 7,61
Traffic statistics
Capacity - scheduled flight (ASK) (1,000)** 359.539 248741 337.467 346.896 375.552
Traffic - scheduled flight (RPK) (1,000)** 266.672 Q467 252.140 265.050 287.997
Load factor (%)** 74% 7% 75% 76% 7%
Passengers carried on scheduled flight 208.329 193.45186.704 196.238 214.835
Total number of passengers 266.953 260.457 219.737 316.860 593.113
Airborne hours 7.548 7.976 7.420 9.259 15.000
Other
Number of full-time employees 172 166 167 205 277
Aircraft operated as at 31 December** 4 4 5 7
Helicopters operated as at 31 December** 2 2 3
**In 2011 and 2012, the distance is calculated gsthe Great Circle Distance. 2008-2010, distancedzhon estimated flown distance
**Fleet in service, excluding aircraft leased «
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Management’'s Review

Developments throughout full-year 2012 and the fouh quarter 2012

Atlantic Airways reached a full-year net profit fa012 of DKK 14.0 million after tax, compared wilKK 22.5
million in 2011. The result before tax was DKK 17alllion, compared with DKK 27.5 million in 2011.aEnings
before depreciation (EBITDA) were DKK 83.4 milliogm 2012, compared with DKK 74.4 million in 2011, 1g%.
Total revenue for the year 2012 was DKK 501 millioompared with DKK 436 million in 2011, correspamglto
an increase of 15%.

The result after tax for the fourth quarter of 2@tRounted to a loss of DKK 2.2 million, comparedhna profit of
DKK 0.1 million the previous year. EBITDA increasémm DKK 12.4 million in the fourth quarter of 201to
DKK 14.9 million in the fourth quarter of 2012. Rewe increased from DKK 98.4 million in the foudharter of
2011 to DKK 115.8 in the fourth quarter of 2012rresponding to an increase of 18%. The increagevanue
stems from passenger growth on scheduled trafdis & result of the company’s low fare campaignsd-aativities
related to oil exploration during October and Nobem In contrast, the company’s operations wereatiagly
impacted by an incident causing the grounding &f #irbus for three weeks during the Christmas pmkiid
December, as well as two unscheduled engine remavathe Avro RJ aircraft. The estimated negatinpact on
the company’s result for Q4 exceeds DKK 4.0 million

The result for 2012 lies within the lower end of tlange of our original financial guidance. Turnoged EBITDA

have both increased considerably, while the nailtrdgs decreased.he contribution from fixed-wing activity
decreased significantly, while the helicopter ofierain total generated both significant increasedenue and
contribution.

There are various reasons for these developmemdsingparticular the company’s capital costs insesaby DKK

12 million as a result of the investment in andggha of the new Airbus. Part of the efficiencyrgad from the
new Airbus service was offset by increased fuetqwitogether with a lower load factor and lowemine per
passenger. Furthermore, the scheduled servicettamknajor hits in July and December: In the peatqgakeof July,

flight traffic was severely interrupted becausewafather, which imposed delays for more than 2,088s@ngers
over a period of five days. The cost attached womenodation, caretaking, extra flights etc. excdeB&K 4

million. In December — prior to the Christmas peaiffic - the company experienced a three-week igaing of the
Airbus because of a ground-handling incident in &@dy@agen, and furthermore had two engine failureshen
company’s Avro RJ aircraft. The total cost attachedlelays, repair, extra flights and lost revepuneespecially
cargo is estimated to be around DKK 4.5 million.

A considerable part of the company’s charter prtidacin 2012 transferred from ACMI-related contsaco full
charter contracts and resulted in a higher turnewet a relatively lower contribution margin overas Atlantic
Airways covers the full operational cost of chartemtracts, while the lessee covers a significart pf the
operational cost in ACMI contracts.

Airbus aircraft in operation

The main focus in 2012 was pointed towards thevdgfiof a factory new Airbus A319 specially configd for the
operation to and from the Faroe Islands, and emgwismooth entry of the aircraft into schedulenvise during
2012. Both tasks were equally important as thenainlvas bringing in a new aircraft to the challemggoperations
on the Faroes, and also needed to plan and cgrsfoililate how to secure a sustainable and solidaperational
platform for the company.

Both targets were met with excellent results. Tineath entry into service did not cause customeysdifficulties.
On the contrary, the feedback regarding the neurafirhas been very positive amongst customers.|@vel of
comfort on the new aircraft with a wider cabin, rddayhting system, ergonomic seats, drop-down swend
interior in harmonized color and design has beeatelyipraised.

The Airbus A319 has shown to be a solid successoth¢ BAE Avro RJ and has met all our operational
expectations. The introduction of the aircraft waedl prepared and the resources spent on trainiey ¢ advance

in similar conditions were justified, as these gfdelped secure a smooth entry into service disaweenabling a
sensible mix of destination and aircraft experieincthe cockpit from day one.
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The Airbus’ pioneering RNP AR 0.1 navigational aigstem has improved flight operation to and frong&fain
several ways: First, it has further enhanced safétly its precision and stabilized approach. Secdindas paved
the way for a lower decision height and a higheularity. Third, approaches have improved comfartngore
turbulent areas can be avoided, and fourth, theesybas also saved fuel and CO2 emissions as thepgroach
patterns save up to 8 minutes of flying time.

The new aircraft has also opened up for new rowtésa longer range, and the customers have shopreaiation
for the new summer route directly to Barcelona fittwn Faroe Islands.

In September, Atlantic Airways received tBeropean Regions Airline Associationfsrline of the Year bronze
award, which was motivated by the company’s efforpioneer the introduction of the RNP AR 0.1 systi|
Europe and the commitment to develop the infratiireco and from the Faroe Islands.

Segment developments

The new Airbus is leading to changes in regarchormarket for scheduled flights to and from theoEalslands.
The Airbus has significantly decreased the opegatiost per seat available, as the aircraft carydagher loads
(almost a 50% increase), has shortened flying bgnapproximately 10% and maintains the same lefvled burn.
The larger capacity provided by the Airbus has lteduin some reduction in frequency but also andase of
around 10% in available seats. The company decidemtroduce a more liberal price concept durindt20
including a lower entry price and lower fuel sungfes along with the phase-in of the new aircrdfiege initiatives
are some of the main drivers behind the growtheisspnger numbers by 8% or 15.000 passengers in 2012

Despite the long range of beneficial attributesardag the Airbus as well as its successful phaséiere have also
been noticeable costs attached to the transitiom fa 95-seater Avro RJ operating platform into &-4§dater
Airbus, partly due to training and other implemeiota costs, but also due to a lower load factortfar year and
lower utilization of other aircraft within the cormpy fleet. During December the dependency on desiAgbus
aircraft was made apparent when ground-handlingad@ngrounded the aircraft for three weeks oveCinestmas
period. A much higher level of flexibility would h@ossible by operating two Airbus aircraft duringsip schedules.

In 2013 we see room for optimization of the cursstieduled operations and an opportunity to regpdubenefits
from the launched Airbus platform, as this will kBafull impact for the whole year on scheduled smwi(in
contrast to 2012). The company will also incur l&ss one-off costs related to the Airbus, and iheia set on
achieving a higher load factor through optimizatidhis will be targeted by way of a more aggres$iven of sales
and marketing efforts as well as making adjustmentsapacity. The Faroese Government has decidatttease
funds for marketing tourism in the Faroe Islandsl &m reduce passenger tax on international trafdantic

Airways welcomes these initiatives and is prepat@dpproach its markets with new direct routes, roupd

distribution, marketing and sales in partnershithvthe Visit Faroe Islands organization as welbasider net of
representatives in Europe and beyond.

Atlantic Airways’ charter segment experienced allelnging 2012. The market for ACMI was difficultrdughout
2012 and decreased significantly. However, the @ypsucceeded in obtaining contracts from tour-aipes
operating especially from Danish locations, as wslifrom a number of ad hoc charters. For certaitiracts, the
Avro RJ 100 was reconfigured to 112 seats. In spfithe decreased activity the turnover on the telhaegment
increased as a considerable part of the comparhaster production in 2012 transferred from ACMlateld
contracts to full charter contracts.

The lower activity in the charter segment as wslkeduced frequencies on scheduled services résult lower
utilization of the remaining Avro RJ aircraft aslixgs higher unit costs.

Contribution from the fixed-wing segment is expeécte improve in 2013 due to optimization of capaaid
strategic initiatives to increase utilization asliwas lower unit costs, through reducing the lovilized Avro
capacity and increase higher utilized Airbus A3apacity.

During December Atlantic Airways managed to arramgel prepare a wet-lease operation in Chile in ISout
America. The company agreed to provide the Chikadime carrier DAP with capacity in the form ofettAvro RJ
85 from the year-end 2012. One Avro RJ 85 is cullyeperating on a wet-lease basis from Santiag@hiée, and
will remain on this contract until DAP will take ewthe aircraft and operate it based on their oparating license
during the spring of 2013. Atlantic Airways has\ioeisly delivered a BAE 146 aircraft on lease/pasdnto DAP.
The early phase-out of the Avro RJ 85 aircraftpeeted to be followed by another Avro RJ 85 aficta be
delivered to DAP in Q3 2013. Following this therdlwemain only one Avro RJ 100 aircraft in AtlaotAirways’
fleet.
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In order to substitute the Avro RJ capacity, Atlartirways has decided to lease a second Airbus ffor Malta

and provide this lease into service in June 2018. dircraft will be based in Denmark and serve daleal traffic to
the Faroe Islands as well as tour-operators in ek substantial part of the utilization of tlaidditional (leased)
Airbus is attached to a contract with Danish {operator Atlantis Rejser, which operates to destina in the
Middle East throughout the year. This lease cohtmaa&tches Atlantic Airways well because of lowehesduled
activity in the winter and supports the optimizeiization of both aircraft, crew and thus reducsgt wosts.

A broader operational and market focus causesdurtbmplexity, but also eases the company’s depmyden
narrow markets and by introducing the second Airlihe exposure of operating with only a single raiftcis
reduced. The company’s exposure towards fuel amcerey risk in the charter segment will be mitightey
hedging positions. For further access to a widetkatahe company has also initiated a process tsvachieving
an International Air Transport Association (IATAp€rational Safety Audit (IOSA) rating.

Another focal point in 2012 was the developmenthe helicopter service to meet both the higherdstesh of
service agreed upon with the Faroese Governmeardem SAR and inter-island services, as well asviding
Statoil with air logistics in relation to their dgpation activity in Faroese waters. The feedbaoknf customers is
positive and the company can build further on thecessful experience of working directly with thieindustry.

The helicopter segment witnessed successful actini?012 and generated both significantly higherenue as
well as a significant contribution to the companpattom line.However, costs also increased because of the
mobilization of helicopter and crew to cover foe thffshore operation and the growing numbers ofiptoduced.

The results achieved within the helicopter segntente highlighted future potential in the field oélicopter
operations. The company will in due time select tbguired type of helicopters for future SAR anteirisland
services, and will evaluate the selection in retatio an expansion in off-shore activity in the deme regional area
as well as North Sea waters.
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Operational Review
Traffic summary

The total fleet production (the number of block r&)wecreased by 6% in 2012, compared with 20 Xed-wing
and rotor-wing aircraft were airborne for a totaBg318 block hours in 2012, compared with 8,81&cklhours the
previous year.

Scheduled services accounted for 64% of fleet prioaiu in 2012, ACMI/charter operations for 22% dradicopter

service accounted for 14%. In 2011 scheduled sesvaccounted for 69%, whereas ACMl/charter 24% and
helicopter service accounted for 7% of fleet prdidunc

Traffic information

Q4 2012 Q42011 Change Change 2012 2011 Change Change
Passengers pass pass pass % pass pass pass %
Scheduled services 45.297 39.406 5.891 15% 208.329 193.4514.879 8%
Helicopter operations 2.709 1.114 1.595 143% 10.135 5.343 4.792 90%
Block hours hours hours hours % hours hours hours %
Scheduled services 1.106 1.280 -174 -14% 5.332 6.115 -7823% -
ACMI/Charter operations 344 494 -149 -30% 1.823 2.075 -25112%
Aircraft in total 1.451 1.774 -323  -18% 7.156 8.189 -1.033 -13%
Helicopter operations 276 163 113 70% 1.162 624 538 86%
1.727 1.936 210 -11% 8.318 8.813 -495 -6%

The fixed-wing fleet was airborne for 7,156 bloakuhs, compared with 8,189 block hours in 2011. iiée Airbus
A319 aircraft, with its increased capacity, cauaadexpected reduction in the number of block haurglation to
scheduled services. However, the fixed-wing segmeas further negatively affected by reduced ACMaitar
activity in 2012, compared with the previous year.

The number of hours flown on scheduled servicesedsed by 13% to 5,332 block hours due to the tadjuseat
capacity after the Airbus A319 entered the fleeMiarch 2012. However, during the same period theplyuof
passenger seats for sale of scheduled servicesagent by 12%, compared with the previous year.

Total Airborne hours
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ACMl/charter operations decreased from 2,075 blbokrs in 2011 to 1,823 block hours in 2012. Deméord
operations on behalf of other airlines (ACMI) hasb significantly lower, compared with 2011, widiemand for
other charter flights has increased.
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Helicopter activity was higher in 2012 than thevives year due to increased offshore charter agtimiconnection
with oil exploration in Faroese waters in 2012. Tadicopters were airborne for 1,162 hours in 20ddmpared
with 624 hours in 2011. In 2012 helicopter operadiavere based on three helicopters in comparisdim twio
helicopters the previous year.

In the fourth quarter of 2012, aircraft and helimrp were airborne for 1,727 block hours, compavét 1,936
block hours in the fourth quarter of 2011, corresfing to a decrease of 11%. ACMl/charter operatibage
decreased 30%, compared with the fourth quarté?0dflL due to a significant decrease in ACMI activBjock
hours on scheduled services have decreased 14Beg ifodirth quarter of 2012, compared to the sam@sgehe
previous year due to the impact from the fleet walewith the larger Airbus A319 capacity on the madute.
Helicopter activity was higher in the fourth quartéé 2012, compared to the fourth quarter of 20a# tb offshore
oil activity in Faroese waters.

The total number of passengers on aircraft anadytérs amounted to 267,000 in 2012, compared 26€H000 in
2011. This increase stems from growth in passengetbers on scheduled flights and helicopter flightkile
passenger numbers on ACMl/charter flights were fowe

Occurrences of irregularities caused by adverseheeavere in general fewer during 2012, compare20bl, and
this has been particularly evident since the eofryghe Airbus A319 into service on the main schedrdute
between the Faroe Islands and Copenhagen, asrthaftitilizes the advanced RNP AR navigationdl system.
However, some severe irregularities did occur, eaased high costs for the company as mentionedougy in
the Management review section.

Scheduled services

Scheduled passenger traffic, measured in revergagepger kilometers (RPK), increased by 7% in 20&pared
with the previous year, while traffic capacity, meeed in available seat kilometers (ASK) incredsed 1%. The
load factor on scheduled services, calculated basé@reat Circle Distance, decreased from 77% 120 74% in
2012 due to increased seat capacity, followingpt@se-in of the new Airbus A319 aircraft in Marddl2. In the
fourth quarter of 2012 the load factor on schedsleices decreased from 75% in the same periadgl@f11 to
73%.

Atlantic Airways
Network

The total number of passengers carried on schediadces in 2012 increased by 8% from 193,0000h12to
208,000 in 2012, and increased likewise by 15%énfourth quarter of 2012, compared with the fouytlarter of
2011.

The year 2012 is the second year with passengevtiyron the scheduled services, since the econosgiession
began in late 2008 in the aftermath of the gloliaricial crisis, and which subsequently led to gnificant
decrease in passenger numbers. In 2011, a signifieat of the increase in passenger numbers dmulaktributed
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to the impact from the volcanic eruption in Iceleanttl the subsequent closure of European airspacegojatory
authorities in April and May 2010. However, in 20t passenger growth may be attributed to the ¢émpa
demand from lower fares, improved market conditiam&l expansion of the company’s route network. The
involvement of Faroese-based work force overseasedisas oil-related activity in the Faroe Islardiging 2012
has had positive effects on both charter and reduisiness traffic.

The seasonal fluctuation in scheduled traffic remdiigh. Frequencies to Danish airports vary fr@mpér week
during the traditionally low-activity winter seasda 30 per week during high season in the summéantic
Airways normally undertakes C-checks during the-btivity season and has succeeded in offeringaigpia the
ACMl/charter business during the winter.

In comparison to the summer season 2012 when thepawy operated one Airbus and three Avro RJ, the
company’s capacity will be adjusted to two Airbireraft and two Avro RJ for the summer season 2013.

Denmark

Passenger numbers on the Danish routes, whichdechutes between the Faroe Islands and CopenhRijend
and Aalborg respectively, increased from 174,00@041 to 183,000 in 2012, equal to 5%. Availablpawity
(ASK) increased approximately 7% in 2012, compangtth 2011, while passenger traffic (RPK) increagid.
Thus, the load factor decreased from 78%, calalilbésed on Great Circle Distance, to 76% in 2012.

In March 2012 the company took delivery of thetffexctory new Airbus A319. This aircraft has primhaflown on

the main route between the Faroe Islands and Cagenh When the Airbus entered into service the emys

CO2 emissions and fuel cost per passenger wasaddand Atlantic Airways therefore reduced its fegicharge
and at the same time also introduced a more lilpgied concept, with lower entry fares.

Scheduled services - Denmark
Number of passengers
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In 2012 Atlantic Airways continued to promote azpriwinning campaign to increase awareness in Ddonatzout
the Faroe Islands as an attractive tourist degtimatith support from Visit Faroe Islands, the Fafslands’ tourist
organization. Denmark is the most important touriearket for the Faroe Islands, but competitiorhis tarket is
increasing as options for alternative destinatenmescontinuously growing.

Competition from ship operator, Smyril Line, onstloute remains on the same level with two weeldgdencies
to/from Hirtshals, Denmark. Nonetheless, the coitipatfrom Smyril Line is expected to be noticealle2013.

Iceland

Atlantic Airways has three scheduled flights peetweuring the high season (summer months) betwezRdroe
Islands and Reykjavik, and two flights per weekingrthe low season (winter months). Traffic to d@noim
Iceland has remained stable and the supply of dgpaitl remain at the same level, however new caigps will
be launched to increase traffic both between thed-tslands and Iceland, as well as between Fataads and
North America.
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Atlantic Airways flies to Reykjavik City Airport ahprovides the only connection to Iceland by jetngl landing
in the city centre. This is an advantage for ptaapoint traffic as customers within few minutesrfr landing can
participate in events in Reykjavik City. Howevehete is a potential for growing connection traffa the
evolving flight hub in Keflavik, Iceland, where leaedair provides a wide selection of connectionsthie
American continent. The flight schedule for 2013®iganized so that passengers can transfer toftepkjavik
to Keflavik and connect with flights to North Ameai without having to stay overnight in Iceland.

Seasonal routes

The services to our neighboring countries are ingmarfor the Faroe Islands in order to develop ress and
leisure travel originating from the Faroe Islands,well as to accommodate the incoming tourist segnThe
neighboring countries of United Kingdom and Norvarg serviced on a seasonal basis for the time b&ing
support the growing number of Faroese nationaldkiwgrin Norway, there are numerous charter flighgsween
Norwegian airports and the Faroe Islands throughioeityear. Consequently the total traffic betwees two
countries is not fully reflected in the passengemhers on scheduled flights. Atlantic Airways hagd flights
between the Faroe Islands and Bergen in Norwayetwier week during the busy summer season, and has
extended this service into both the autumn periud the winter schedule as there was a larger demaridg
these periods relating to Statoil's activities le tFaroe Islands. The winter operation has nopyated to be
sustainable without support from oil operators.

In 2012 Atlantic Airways also changed the seasonale between the Faroe Islands and London, withaage
from Stansted Airport to London Gatwick and additily extended the flight season for this routee TWK
market was difficult in 2012 because of the chajlag economic situation in UK as well as the circtamces
related to the Olympics held in London during thengner period 2012. Traffic numbers on the routegased in
2012 due to the extension of the route, however ctintribution from this route has not been sudfitiin 2012.
In the summer of 2013, the company will resumedtvices between the Faroe Islands and London,wikic
still the only direct passenger link between theoEdslands and the UK. The company has direditidgpetween
the Faroe Islands and London twice per week dutiegsummer high season, starting in the beginnfniuoe
and ending beginning of September, as well ast8igluring the Easter holiday. During the past fgears the
company has established a valued partnership wigemed tour operators in the UK.

Scheduled services - Other destinations
Number of passengers
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The new Airbus aircraft allows Atlantic Airways @perate with a longer range of flight, and thus dle ability
to provide services to destinations, which previpesuld not be served directly from the Faroerida A new
direct, weekly summer service from the Faroe IsdatedBarcelona has been established, and has eegnvell
received. This route has created new traffic asl wasl replaced some traffic, which previously weid v
Copenhagen and London to Southern Europe. The suisenéce to Barcelona will be extended in the s@nm
season 2013.

The successful introduction of direct flights toaBphas also inspired Atlantic Airways to launcheav non-stop
weekly summer service to Milano in Italy in 2013.

In both these markets Atlantic Airways has appairgeneral sales agents, and has established [shifysemwith
tour operators and will coordinate marketing of Bagoe Islands as a tourist destination togeth#r \Misit Faroe
Islands.
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Charter/ACMI operations

Charter activity (measured in block hours) decrddsg 12% in 2012, compared with 2011. Block hourkl s
decreased from 2,075 to 1,823. The decrease msti@tgs from a significantly lower demand for ACMI12012,
compared with the previous year. Atlantic Airwaysiprovided service in several charter segmer2612, such as
ad hoc flights in Europe for various clients, chageries for tour operators in Denmark, and ajistics support for
Statoil in connection with oil exploration in Fassewaters during June-December 2012.

Charter/ACMI operations
Airborne hours
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The ACMl/charter activity decreased by 30% in tberth quarter of 2012, compared with the fourthrtgraof
2011, from 494 to 344 block hours due to a sigaifity lower demand for ACMI.

The contribution from ACMl/charter to the compangegerall result is in general related to the numbiehours

sold and the average yield per hour, while turnésesignificantly influenced by the type of chartgerations. The
contribution per hour from the ACMI/charter segmbas been somewhat lower in 2012, compared witll Z0he

competition has been intensified as a consequenoeeocapacity and cheaper operations, mainly baséstern
Europe. The company has intensified its efforteeiard to pursuing charter contracts in order torawe capacity
utilization both in the local environment, Europeldurther abroad.

In December, Atlantic Airways established an operet base in Santiago, the capital of Chile, Sdrtterica (see
also Management review section). One Avro RJ direnad up to ten employees will be based in Saotiag at
least three months. The aircraft and crew werey{ftlown from the Faroe Islands via North America Gdile,
between Christmas and New Year, and landed in &mibn the last hour of 2012. This was the longmsney
ever operated by Atlantic Airways and the firsgfiif, which crossed the equator. The Chilean autbsrhave
approved Atlantic Airways’ operation and also thASA (European Aviation Safety Agency) approved line
maintenance facility at the Santiago base. Chitetha reverse seasonality of Europe, so therebeibbpportunities
to transfer surplus capacity from low-activity ss@s in Europe to high-activity seasons in South Acaein the
future.

Helicopter operations

Our helicopter activity has in 2012 been basedhentivo Bell 412 helicopters in ownership and addaaW 139
helicopter. The two Bell 412 helicopters are thekblaone of the company’s SAR operations and domestivices
provided for the Faroese government, while the AB® helicopter has provided offshore support forcén

exploration consortium led by Statoil in the Famasters during 2012.

The company’s helicopters were airborne for 1,1B2lbhours in 2012, compared with 624 block hour2011.
Block hours in the fourth quarter of 2012 amounted276, compared with 163 in the same period in1201
However, the income basis in this segment is nbt wgflected in the number of block hours flown{ lalso by the
number of contracts, the contract length and tiel lef provided helicopter capacity.

In January 2012, Atlantic Airways signed a fourtyeantract with the Faroese Ministry of Fishery dhne Ministry
of Industry to provide helicopter SAR coverage uis a day (24/7), as well as domestic transpothéomost
remote islands. The contract includes a considerapgrade of the standard of SAR and crisis suppbi SAR
service was called out on 43 occasions during 2&Eacue missions in Faroese waters were initiate@ight
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occasions, including the rescue of the crew on lgslPgailing vessel and a double call-out during avght to
Faroese fishing vessels. The company has providewstic helicopter services in the Faroe Islangisesi994 and
SAR operations since 2001.

Since 2001 the company has assisted all oil corapanvolved in oil exploration in Faroe IslandsJamuary 2012,
Atlantic Airways won a tender with Statoil to prde helicopter and other air logistic support inre@etion with oil
exploration in Faroese waters in 2012. The explomadrilling started in June 2012 and lasted udtivember 2012,

when the drilling was discontinued and deferredthe summer period in 2013 or 2014. The AW 139 was

redelivered to the lessor in December 2012.

Customers have expressed a high degree of saitisfatith the quality and flexibility of our helicogr operations,
which have potential for further expansion. ThelBE2 helicopter will remain the platform for theAB and
domestic flights for some years still, however, toepany needs to decide which type of helicomtesucceed the
current operational platform.

Other income areas

Ancillary revenues, revenues from duty-free as wasllfreight and mail transportation increased byith%2012,
compared with the previous year. Duty-free incomeréased 9% in 2012. Cargo volume to the Faroadslds
growing but decreasing from the Faroe Islands,raaill volumes are also on the decline. Howevertaked volume
was at approximately the same level as the yeardef

The duty-free shops at the Vagar Airport openediainuary 2009. Shortly after, the Faroese governmaoduced
a restriction on imports of tax-free tobacco fro®@02o0 100 cigarettes, and the wine monopoly Ruddskla
Landsins later imposed special monopoly chargeasvoffiree imports. This has consequently moved giditte sales
from the Faroese airport to foreign airports, sisigeh extra costs have not been imposed on thexs®tai

In our view, the Faroese government should considptementing sensible, long-lasting rules and l&tipns on
tax-free sales, for the benefit of turnover at f&g@port and value creation for the Faroese sgciet

The tax-free operation at Vagar Airport will alsacé challenging operational conditions during aggkerof
construction of new airport facilities, in whichrae facilities will be dismantled and others changgically. The
new terminal facility is expected to be in placdi4.
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Airport matters

The extension of the runway at Vagar Airport frofg50 meters to 1,799 meters has provided operaftiighe
opportunity to operate a wider range of aircraftety in the Faroe Islands, and this has also enalplexdhtors to
provide services to and from more distant destmasti

The runway extension was a prerequisite for taKilgadvantage of the payload and range capabilftyhe
company’s new Airbus A319 aircraft. The experiefican operating the Airbus A319 since March has been
positive, and has met our expectations. Moreovés,the overall combination of a longer runway &ine ability

to exploit the full potential of the company’s RMIR navigational system, which has secured an ingaiaccess
and service regularity to the Faroe Islands (see ‘&leet development’).

In September, an ILS system was introduced to ryn®é and this has marginally improved accessibifity
aircraft, which are not equipped with an RNP ARigational system.

Atlantic Airways and the Danish Civil Aviation Authities (CAA) are in dialogue to evaluate the rigidport
closing procedures imposed for windy conditionsCatober 2011. Atlantic Airways advocates that thkes
should instead be a guidance system for airlinds dibcumented experience and procedures to mitifgate
hazardous weather conditions. The CAA has admitted the system has had some weaknesses and some
adjustments have been made. They have also iditetaonitoring program based on pilot reports,vawate if

other adjustments are necessary.

New terminal

Vagar Airport has initiated a project to build asmerminal at the airport. During the constructfrase, which is
expected to last around two years, both passemgeremployees at the airport will be affected. IRaes at the
old terminal are reduced (the terminal is partigdiiten down), the offshore terminal is removed;ftae and
cargo-handling facilities removed and replaced Wwéss efficient facilities, and restricted accesaitport areas
etc.

It was Atlantic Airways’ experience that operaticatsthe runway would only be affected to a minimduring
the construction phase. However, the disruptiomftbe construction of the terminal has alreadycaéfé the
workflow negatively in early stages of the constiat of the new terminal. The company seeks to mire these
disrupting effects through a constructive dialogu#h Vagar Airport and their contractors, in orderminimize
the effect on the workflow and the passengers.

Part of the company’s office facilities will be rexed as a result of the new construction, and Adakirways
expects to sign an agreement to rent office capatithe new service facility constructed by Vagaport and at
the same time secure access to broader capatiiebed to the company’s hangar facility.

Sharing the burden from adverse weather and irregudrities

Since the introduction of the Airbus A319, combineith the RNP navigational procedures, the flighgularity
has been improved compared to the operation relyinthe previous set-up with the Avro RJ aircrBfpecially
in low visibility conditions, the RNP system haslueed diversions and cancellations, and the compapgcts
further reductions in the coming year, when opetpatwo Airbus aircraft, both equipped with RNP syss.

Despite this improvement, adverse weather and ufagiies caused high costs in 2012. Weather casgsetk
delays during early winter and severe delays ig.Jul

During the Christmas peak season, the whole flggitedule was operated by Avro jets, which incurtéd
additional flights, higher operational costs (faell maintenance) as well as extra costs for aigum#ss (see also
Management review section).

Atlantic Airways is constantly seeking to improvegularity and access to the Faroe Islands to theftheof

passengers, airlines and the Faroe Islands as .wHowever, there will always be occurrences datsbur

control. On such occasions the airline has to nteesiderable costs for passenger care in variouspgéan
countries (nearest alternates to Vagar Airportiareeland, Scotland and Norway) and strict rulesegned by
EU regarding caretaking and compensation. Furtier,company is also burdened by high airport claage
Vagar Airport for late or early landings and takéspwhen seeking to reestablish normal traffic amdimize the
impact on society as much as possible. In 2012¢ctists related to adverse weather, delays, catioaBaand
diversions were around DKK 11 million compared #K>8.8 million in 2011.
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We therefore urge the Faroese government and thertiauthority to find an improved form of regudat, in
which all parts may share the burden from irredgtylainstead of imposing unfair financial costs e airline,
when it is merely seeking to minimize delays causgdircumstances outside its control.

Lowering travel and airport charges

In general we find that the dialogue between Attafirways and Vagar Airport is constructive andsHaund
new common ground. The company values the airpaitl;igness to support new initiatives, whetheegh may
be in the form of new destinations or special cagmsa

Atlantic Airways welcomes the Faroese governmeinitiative to lower passenger tax on internatiotnalzel by

20%. As cheaper fares are placed high on the gallitvish list, the abolition of travel tax is a logl step to take
towards this. Atlantic Airways has suggested tiat government instead of decreasing the travebta20%

throughout the entire year, should seek to stimutiatffic during the difficult and unsustainablentér months by
cancelling the travel tax completely during thessea(winter) months from November to March.

On the other hand, Atlantic Airways finds it verynsbersome that Copenhagen Airport will increasegdmby
4.5% in 2013. As recently as in November 2010 Chpgen Airport chose to impose almost doubled passen
charges to the Faroe Islands.

The high increase in charges at Copenhagen Ainpagt noted by the chairman of the Danish Transport
Commission in the report "Redeggrelse om danskaltfton how to make Denmark more accessible, bufas
the only reaction is to further increase the chawrge

ICAO recommendation on transparency and meaningfutonsultation

The International Civil Aviation Organization (ICAQecommends that airports be required to providare
transparent and meaningful consultation throughdutinistrative processes and the EU has enforceduation
on this matter. Atlantic Airways recommends tha ffaroese government implements the relevant s@sida
which apply in other countries, where ICAO rulee®082) are followed.
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Fleet development

Four fixed-wing aircraft were in service at yeade2012. Three BAE Avro RJ aircraft and one Airbu3l8

aircraft. Two of the Avro RJ aircraft are in thengmany’'s ownership and one is on lease, which epine
September 2013. The Airbus A319 is in the companwsership and was delivered factory new in Maridne

average age of the Avro RJ fleet is 17 years.

In addition, the company has leased out one BAEZBWaircraft on an operating lease/purchase ccintra

Aircraft fleet (as of December 31, 2012)

Fleet in service, excluding . Manufact.

aircraft leased out

A319 1 1 2012
Avro RJ 100/85 3 2 1993-1999

Bell 412 2 2 1993-1997

Expected delivery
1 A319 June 2013 (lease in)

2 Avro RJ 85 Phase-out RJ85 - lease out (dry-lease) one in

March 2013 and one in September 2013

Atlantic Airways has relied on the BAE/Avro aircrakt-up for its challenging operations since tinkna’s very

first flight in 1988. In March 2012, the last BAB@-200 was returned and replaced by the new AiARi9. The
Airbus entered into operational service on 28 Ma6t2, and has primarily served the main route eetwthe
Faroe Islands and Copenhagen, and in addition thekly summer route between the Faroe Islands and
Barcelona, as well as a weekly charter operatidwden Copenhagen and Greece.

The new Airbus aircraft has 144 seats availableomparison to 95 seats on the Avro RJ aircraft. Almbus
A319 aircraft is powered by the highest thrust aagiavailable for the type from engine manufact@er, has
a Florence kit (enhanced breaking efficiency) @ittnd was approved to fly RNP AR 0.1 approachestale-
offs (see also Management review section). AtlaAfievays has worked closely with Airbus subsidia@uo
Vadis, on this project and has had a constructaperation with the Danish Civil Aviation Authogs.

The Airbus A319 fleet will be extended in 2013 tle company has signed a letter of intent to leéasesecond
Airbus A319, which is expected to enter into sesvie June 2013. The aircraft will be based in Detkraand
cover for charter contracts, as well as providearirbus A319 capacity on the company’s schedubedes.

In December 2012, the company signed a contratt @litilean airline carrier DAP to provide Avro R)eaity.
One Avro RJ is wet-leased to DAP during a periodhoée months, which will be subsequently convetted
dry-lease. Atlantic Airways has also agreed to @\DAP with further Avro RJ capacity later in 2Q1ghen the
company expects to phase-out further Avro RJ dircra

At year-end 2012, the helicopter fleet consistedwaf Bell 412 helicopters. One is specially equigbfer SAR
operations and is primarily used for this, but @so be used for passenger transport. The othdr4gél
helicopter is primarily used for passenger trans@ord off-shore operations, but also serves as ckulpa
helicopter for SAR operations. As part of the newrfyear contract from January 2012 with the Fagdémistry
of Fishery and Ministry of Industry, both helicopgeavill be upgraded to a higher SAR standard.

In 2012, an AW 139 helicopter was leased-in ona@tsierm arrangement to support Statoil's oil exatmn in
Faroese waters in 2012. This helicopter was reele/in December 2012.

The total book value of the current aircraft antidopters at year-end 2012 was DKK 303 million.
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Financial Review

Financial statement, 1 October — 31 December 2012

Revenue
Total revenue in the fourth quarter of 2012 inceeb$8% to DKK 115.8 million, from DKK 98.4 milliom the
fourth quarter of 2011.

Business area
Percentages of Total Revenue 2012

M Scheduled services

B ACMI/Charter
operations

Helicopter

Revenue from scheduled services increased by DIBKn8llion in the fourth quarter of 2012 comparedhwihe
fourth quarter of 2011. The increase mainly deriffresin an increase in the number of passengers rasréddsed
duty-free sales, while passenger yield and fuetlmanges were lower as well as income from freigid anail
transportation.

Revenue from fixed-wing ACMl/charter operationsremsed by DKK 1.2 million in the fourth quarter 212,
compared with the fourth quarter of 2011, due toréased ad hoc and other charter activity on betfatbur
operators, while demand for ACMI flights has begmiicantly lower. Within ACMI activity, the lesgehas to bear
a significant portion of direct costs, which usyatieans lower gross revenue.

Revenue from helicopter operations increased by RK million in the fourth quarter of 2012, compamwith the
fourth quarter of 2011, due to increased offshatesidy and the newly formed contract to provide FSAperations
and domestic transport to the most remote islands.

Flight expenses

Flight expenses increased by DKK 13.9 million ie flourth quarter of 2012, compared with the foutiarter of
2011, mainly due to higher ad hoc and other chartgvity and lower ACMI activity, as well as in@®ed offshore
helicopter activity.

Depreciation
Depreciation and impairment for the fourth quaér2012 was DKK 15.8 million, compared with DKK 02.
million in the same period the previous year.

Financial items
Net financial items amounted to DKK -1.9 milliontime fourth quarter of 2012, compared with DKK -énflion in
the fourth quarter of 2011.

Financial performance
EBITDA was DKK 14.9 million in the fourth quarterf 012, compared with DKK 12.4 million in the folrt
quarter of 2011, an increase of 20%.

The result before tax in the fourth quarter of 20d#s DKK -2.7 million, compared with DKK 0.1 millioin the
fourth quarter of 2011.

The fourth quarter result after tax was DKK -2.2lim, compared with DKK 0.1 million in the fourthuarter of
2011.
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Financial statement, 1 January — 31 December 2012

Revenue
Total revenue was DKK 501.3 million in 2012, comgmamwith DKK 435.6 million in 2011, an increase oKR
65.7 million or 15%.

Revenue from scheduled services increased by DKK tllion in 2012, compared with the previous yeaainly
due to an increase in passenger traffic and inetedaty-free sales. However, income from fuel sargés as well
as freight and mail transportation decreased irsttrae period. Passenger yield was also lower i2,26dmpared
with 2011.

Revenue from fixed-wing ACMlI/charter operationsraased by DKK 18.0 million in 2012, compared withl2.
Demand for ACMI operations has decreased signifigawhile demand for ad hoc flights and contractigght for
tour operators and group travel customers has asede However, the total contribution from ACMI/diea
operations decreased significantly in 2012, congbari¢h 2011.

Income from helicopter operations increased by D8&2 million in 2012, compared with the previousiyedue to
increased offshore activity, as well as higher iserdevels stemming from the new SAR contract. Tol
contribution from helicopter operations has alswéased in 2012, compared with 2011.

Flight expenses
Flight expenses increased by DKK 50.3 million ill2pcompared with 2011. The increase is mainlyiragiflom
increased operational costs in the charter anddpkr segment.

The offshore helicopter activity for Statoil witth @AW139 helicopter has impacted the operationat aoghe
helicopter segment.

The charter segment is impacted by a significantatese in ACMI flights and an increase of otherrhvalights,
compared with 2011. ACMI operations generate lotuenover as well as lower operating costs as trstocoer
carries a large proportion of flight expenses, wtother charter flights include all operational tsoPespite a
decline in total number of hours flown in the ckarsegment, the change in proportion between ACNI fall
charter has a significant impact on the overallrapenal cost in this segment.

Furthermore, higher fuel prices and the impact ld European Emission Trading Scheme have increased
operational costsin addition, higher cancellation and diversionstgpsncreased airport and route charges,
increased handling costs, as well as increaseepgssrelated costs in connection with the incréagbe number

of scheduled passengers have impacted operatiosisl i regard to scheduled services.

Fuel is one of the main operating costs in aviation2012, fuel costs accounted for 24% of the afpenal
expenses, compared with 23% in 2011. The compdnglscosts have increased by DKK 17.2 million inl20
driven by higher fuel prices, increased ad hoc tehactivity and the impact of the European Emissidrading
Scheme, in which aviation was included from Januar2012. Fuel expenditure has partly been offgehigher
fuel surcharges, as well as fuel and currency medgi

Employee costs

Employee costs amounted to DKK 96.9 million in 20&@mpared with DKK 90.6 million the previous ye&he
number of full-time equivalent employees was 172awvarage in 2012, compared with 166 in 2011. Theegmse in
employee costs is partly due to temporary actisgtgited to the phase-in of the new Airbus aircaafi the offshore
helicopter operation.

Depreciations

Depreciation and impairment amounted to DKK 58.8iom in 2012, compared with DKK 43.1 million in 2Q.
The increase is mainly due to the fleet renewah Wit new Airbus A319 aircraft and higher costatesl to heavier
maintenance checks and engine overhauls on the R¥iffteet.

Financial items
Net financial items amounted to DKK -8.0 million2012, compared with DKK -4.1 million the previoyesar.
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EBITDA
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Financial performance
EBITDA was DKK 83.4 million in 2012 compared to 44million in 2011, an increase of 12%.

The result before tax was a profit of DKK 17.1 ioitl in 2012, compared with DKK 27.5 million in 2011
The result after tax for the year was DKK 14.0 ioill, compared with DKK 22.5 million in 2011.

Return on equity before tax was 7%, compared wa%b In 2011.

Result before tax (EBT)
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Balance sheet

Assets
Total non-current assets increased by DKK 129 onilio DKK 370 million at year-end 2012, mainly ogito the
delivery of the new Airbus A319 aircraft.

At year-end 2012 total current assets decreasdakiy 11 million in 2012 to DKK 130 million, comparedith
DKK 141 million at year-end 2011.

Available cash and cash equivalents at year-en@ 2@ds DKK 97 million compared to DKK 99 million the
previous year.

Equity
Total equity as of 31 December 2012 was DKK 247ioni] resulting in an equity ratio of 49% compated5%
at the year-end 2011.

Liabilities

The company’s total liabilities as of 31 Decembei2 were DKK 253 million, compared with 133 milli@t the
end of 2011. At year-end 2012 total non-currertiliges were DKK 165 million, compared with DKK 6Gaillion
at year-end 2011. The increase in liabilities in2@nainly derives from the financing of the Airb&319.

Balance sheet
The balance sheet total as of 31 December 2012DK&s500 million, which is DKK 118 million higher #mn at
the end of 2011.
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Going concern disclosure

The Board of Directors and the Executive Manageniawve in connection with the financial reportingpgess
assessed whether it is justified that the goingceom assumption be upheld. The Board of Directord the

Executive Management has concluded, that thereherrdporting date are no factors that give riseldabts,

whether the company can and will continue operationtil at least the next balance sheet date. ©helasion is
made on the basis of knowledge of the companygtienated outlook and the identified uncertaintied risks
related thereto (mentioned in the section “Risk Btggment” and note 38) and, after examining budgethkjding

expected cash flow trends and developments in dpéat base, etc., and existing credit facilitiehwassociated
contractual and expected payment periods and é¢onsliin general. It is thus reasonable, objectivé jastified to

use the going concern assumption in connection théHinancial reporting.

Allocation of profit/loss

The recommendation regarding the allocation ofonefit/loss is shown in the income statement.

Events after the End of the Financial Year

Kaj Johannesen has been appointed as Chairmaa Bidrd and Jens Willumsen as Deputy ChairmaneoBtiard

from 1 January, 2013 and until the General Meetingthe 8 March, 2013. Bjarni Askham Bjarnason hasnb
appointed as the permanent secretary of the MynistrFinance in the Faroe Islands and will resigont his

position as Board member in Atlantic Airways. Heneéns on the board until the next General Meeting.

There have been no events from the balance sheetudtl today that might affect the true and faew of the
annual report.
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Outlook for 2013

Aviation industry

The European aviation environment is likely to ramaery competitive and challenging in 2013. Acdogdto the
International Air Transport Association (IATA), tlggowth rate in the European aviation travel maigketxpected
to be slightly lower in 2013, compared with 2012tthin terms of traffic and capacity. The expectgdwth in

traffic is estimated to amount to 2.2% in 2013, paned with 2.8% in 2012 and 6.7% in 2011. Similathe

expected growth in capacity is estimated to amador?.1% in 2013, compared with 2.6% in 2012 and/®8iB

2011.

A certain amount of optimism is expressed withia #iviation environment in Europe as several aidiaxeiers have
not been able to remain in operation, and the nurabstart-up airlines is moderate. The focus o financial
crisis in Europe has also slightly eased up, eafigdn the Northern European region. However, IA€Atimates
the EBIT margin for the group of European comméreigines to reach 0.6% in 2013, which is unchahge
compared with 2012. There has been a tendency dswacreased demand for travel services, howekerfuel
price has increased during 2012 and even moreeitfitst month of 2013, which will undoubtedly canie to put
pressure on the economic climate in general, angmech so on airline operations. The Emission ifig&cheme
(ETS) and EU passenger right article contributeghér to the challenges that the aviation industty to meet.

Market conditions

Atlantic Airways expects to reap more benefits framAirbus operations in 2013, as the aircraftl wiperate
throughout the entire year in comparison to ongyltist nine months of 2012. In addition, the comypaxpects to
obtain operational gains stemming from optimizatidrsupply and sales in order to support a higbed Ifactor
and level of income as well as avoid significané-@if costs in comparison to 2012.

The unit cost is expected to be further reducedgenmine second Airbus will enter into service in @913,
servicing both the scheduled network and charight out of Denmark. However, the full impact nfroducing
the second Airbus will be more significant in 20fhen both Airbus aircraft will be in service fawetfull year.

In parallel with introducing more Airbus capacithie Avro RJ capacity is likely to be reduced witlotunits. One
of these aircraft has already been relocated tée@hiairline carrier DAP, and will not return toesptions in
Europe. The second aircraft is scheduled to begghast in the autumn of 2013. The new mix of cagaeduces
the financial impact of low-utilized Avro RJ capggiand supports lower unit costs through a sigaiftly higher
utilization of Airbus capacity. The second Airbusceaft is expected to increase capital costs,oaltfh a certain
amount of this will be offset by reduced capitastsatied to the phased-out Avro RJ aircraft.

Scheduled services

Supply of seats on the scheduled flights to andhftbe Faroe Islands is expected to increase byoajppately
5%, and expected growth in passenger numbers byetlting in a marginally lower load factor. A newmmer
service route to Milano in Italy will be introducednd the summer service to Barcelona will be alddn- both
initiatives have already been well received. Initiold, there will be some adjustment in capacityotber routes
corresponding to market demand.

A revised and more liberal price concept introduted012 has supported demand for the companyht8i and
together with a more aggressive marketing camptaggeting mainly the leisure segment as well agings

friends-and-relatives segments, these effortsiketylto have a further impact in 2013, as theirérlwill launch
further initiatives to offer competitive travel oppunities.

In spite of a tendency towards decreasing populatiombers in Faroe Islands and consolidation ohrimaustrial
entities within the fishing industry, the businsggment is likely to remain stable in terms of &axolumes, as a
growing number of the Faroese work force is empdoyetside the Faroe Islands.

Tourism has increased slowly in the past, but tmpany expects a positive level of momentum foraéased
growth in the near future. Our expectations areamty founded upon the growing awareness of thed-#slands
as a destination along with its unspoiled environtvend nature, but are also based on the consevithis the

political environment to invest in the future deninent of tourism. The Visit Faroe Islands orgatiirahas been
reconstructed and has been allocated with a budgetase of DKK 8 million, and is expected to beaifargely
improved position to support the development ofrim in the coming years. Atlantic Airways will piaipate

actively in these efforts with new routes, improwhstribution and more aggressive sales and maudgetiforts.
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A significant uncertainty during 2013 and 2014he bn-going construction work at Vagar Airport. Tdemise of
existing support facilities including vital part$ the terminal, cargo and tax-free stores causssugkions to the
normal flow of operations. This unfortunately lisithe room for further operations in the peak seastil a new
terminal with adjacent facilities will be in serei@around 2014.

Smyril Line still remains the major competition fiegard to travels to the Faroe Islands until a natative is
launched.

Charter operations
From the beginning of 2013 one Avro RJ aircraft basn placed on a wet-lease with airline carrighPDin
Chile. Other surplus capacity has been allocateskiteharters out of Denmark and ad hoc charteratjpas.

The volume of charter flights is expected to inse=aignificantly, when the second Airbus will b&raduced by
the end of June, as this Airbus aircraft will setwar operations in Denmark as well as scheduledcss to the
Faroe Islands. The Airbus aircraft is contracteddove tour operations throughout the year, blgss utilized
during the winter season, as there is less demamscheduled and charter operations during thesieason. The
aircraft will be based in Denmark where the compalngady has operational and commercial facilities.

The 112-seater Avro RJ 100 will also replicate assantial part of the tour operations out of Derkrduring the
summer 2013, as was the case in 2012. Howevecpthpany aims to reduce its Avro RJ 85 capacity sy unit.

In order to further widen the scope for diversifisahtract work, the company has initiated a proteszain an
IOSA rating and the expected inclusion in the EeeopCommon Aviation Area (ECAA) will support thisagegy
— however, this decision is still pending

Helicopter operations

The helicopter operations have been very successfu2012, and the company sees potential for future
development in this segment. For the time being,dperations will be based on existing longer-teomtracts
with the government relating to SAR and domestitvises, as well as shorter-term and ad hoc fligfitse
company maintains its capability to operate the AB9 helicopter and will assess the need for fufieet
development in 2013, in relation to activity pevesl in the field of SAR operations, domestic se¥siand
offshore services.

Financial forecast

Traffic from Europe is expected to grow in modenatenbers, around 2%. The estimated economic growiine

Faroe Islands in 2013 is likewise moderate. The&se financial sector has stabilized, salmon fagraimd pelagic
fisheries have performed well, yet other sectorthiwithe fishing industry are struggling. The ndewered

Faroese tax structure implemented in 2012 may $tenair traffic positively, as well as the facatra growing
number of Faroese people are employed oversea®tliaygwith the company’s initiatives in the form ar

increased supply, a more aggressive price stryaterg products and marketing campaigns in foreigrkets, we
are confident that traffic on scheduled networkt werease.

The activity in the charter segment is expectedhange as the second Airbus, to a large degrebppérrate
within the charter segment with a higher utilizatithan previously seen for the Avro RJ. This depglent in
utilization is also expected to support a morecédfit service to the Faroe Islands during the gealson as well as
lower unit costs. Furthermore, the helicopter sagnsenot likely to contribute in as large an extas in 2012, as
the company currently only expects to operate telhpters in the Faroe Islands. Atlantic Airwagsn a good
position to capitalize from its investments inrnisw Airbus aircraft as well as from the new airgoftastructure,
although this improved infrastructure also open$oupossible competition in the future.

On this background, we expect an increase in theydar result in 2013, compared with 2012, yetl fpgces,
adverse weather and possible competition may hawegative impact on the result. Other risk factoentioned
in the section ‘Risk management’ may similarly affthe financial performance.
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Ownership

Stock exchange
Atlantic Airways maintains a dual listing on the BRBAQ OMX stock exchanges in Iceland and Copenhagen.
market-making agreement for both stock exchangespkace.

Share capital

Atlantic Airways’ share capital remained unchange®KK 103,500,000. The share capital consistsnef class of
shares distributed over 1,035,000 shares, eachonithvote per share. At year-end 2012 the shace pras DKK
121 and the total market value of the company anealito DKK 125 million. At the beginning of 2012t share
price was DKK 100 and the market value DKK 104 imill Hence, market value increased by DKK 22 millior
21%, during 2012. The turnover of shares in the mamy is relatively low, but has increased in 20d@npared
with 2011. On 11 February 2013 the share price BK 125 and the market value DKK 129 million, which
48% less than the equity value of the company.

Ownership
Shareholders Number of shares Share capital Votes
% %

Vinnumalaradid (Fgroya Landsstyri) 693.450 67,0 67,7
Sp/f 07.12.2007 58.269 5,6 57
Other registered shareholders 264.133 25,5 25,8
Non-registered shareholders 8.037 0,8 0,8
Total (Excluding own shares) 1.023.889 98,9 100,0
Own shares 11.111 1,1 0,0
Total 1.035.000 100,0 100,0

Shareholders

Atlantic Airways’ large shareholders, cf. the Comjgs Act, are: The Ministry for Industry of the Barlslands,
and Sp/f 07.12.2007. These shareholders each owa than 5% of the company’s shares. The holdinghef
Ministry for Industry of the Faroe Islands amounted67% on 11 February 2013. The total number gisteed
shareholders as at 7 February 2013 was 1,084.

Shareholder policy
Atlantic Airways’s main objective is to look aftdre long-term interest of our owners — the shadrsl We aim to
run a sustainable business and deliver a fairmetarinvestment to our shareholders.

We seek to achieve an ongoing, accessible and caiofee dialogue with our shareholders, and engaigle our
major shareholders in person at least once a yeardeer to obtain their views and opinions on thenpany. It is
vital for Atlantic Airways to continously focus otnusiness in line with the best interests of owarsholders and
ensure adequate transparency in our operations.

Return on investment and dividend policy
It is the policy of Atlantic Airways that the shaaders should receive a return on investment tjinashare price
increase and dividends, that exceed a risk-freesiimvent in bonds.

It is the dividend policy of Atlantic Airways torifor an annual dividend corresponding to appretaty 20-35%
of annual net profit — with due consideration tocemsary consolidation of equity, investment requents,
sufficient financial and liquidity position, andtoen on equity requirements. The company aims tiexe a return
on equity after tax of at least 7%.
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The Board of Directors regularly assessess the aagip capital and share structures and, as a coeeeq of the
company’s investment requirements, aims for a swlyeatio of 35-55%.

The Board of Directors considers that the compaogjstal and share structures is and continue io bee interest
of the shareholders and the company. The share prareased 21% in 2012 and the shareholders exteiv
dividend of DKK 6.76 per share in 2012, correspagdb 7% of the share capital.

Dividend

In 2012, a dividend of DKK 7.0 million was distriteal to Atlantic Airways’ shareholders. The boarddokctors
proposes for approval at the Annual General Meatirigarch 2013 in line with the dividend policy tredividend
of DKK 4 million will be distributed to the sharelders, corresponding to DKK 3.86473 per share
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Corporate Governance

This section represents Atlantic Airways’ statementcorporate governance. This statement forms gfathe
management’s review in Atlantic Airways’ Annual Repfor the period 1 January — 31 December 2012 Th
section in this report on corporate governanceoisaomprised by the auditor’'s statement on the mement’s
review in Atlantic Airways’ Annual Report 2012. Tlection on the Internal Control and Risk Managemelating

to financial reporting and the Board of Directore @omprised by the auditors statement on the nemagt's
review included in the annual report.

The company follows the Icelandic Guidelines onfoate Governance issued in December 2012 in aacoed
with the Rules for issuers of financial instrumeistsied by NASDAQ OMX Iceland in December 2009.

In areas where Atlantic Airways may departure froime Icelandic Guidelines, these areas and subsequen
explanations are stated under the heading ‘Depatfrom the Icelandic Guidelines on Corporate Guaece’
below.

The Icelandic Guidelines can be found on the websitw.nasdagomx.comnder the ‘Listing’ menu.

According to the Rules for issuers of shares on BAQ OMX Copenhagen, issued in October 2011, thepamy

is not subject to the corresponding Danish Recondiaions on Corporate Governance, issued in Aug0st .2
However, Atlantic Airways has nonetheless also ehot follow the Danish Recommendations on Corgorat
Governance and comply with the recommendations evipassible. A comprehensible table overview of the
company'’'s compliance with the Danish Recommendatias well as explanations of departures, is peavioh the
company’s websitgvww.atlantic.founder Investor Relations.

The full version of the Danish Recommendations ocorpOrate Governance can be found on the website
www.corporategovernance.dk

The following subsections address main aspectemfotate governance in Atlantic Airways.

Annual General Meeting

The Annual General Meeting represents the supreuti@odty in the affairs of the company, within thieits
established by the Articles of Association andugtaly provisions, in the hands of the shareholdersétings. The
Annual General Meeting of Atlantic Airways shall beld before the end of April each year. Sharehelded their
advisors may attend the Annual General Meeting,thadneetings are open to representatives of t&smnd the
public.

Board of Directors

The Board ensures a prudent organization of thepeowis business and manages the company’s geritziat @as
well as ensures that the best interests of the aagip shareholders are guarded. Through assistirgpal and
policy setting, assessing risks pertinent to themany as well as ensure legal compliance with comppad stock
exchange regulations, the Board seeks to ensupepmonduct in all aspects of the company’s managenThe
Board seeks to promote the long term developmerthefcompany and endeavors to keep the organizatidn
operations consistent with the company’s missiahsrategy.

The Board of Directors consists of 6 members, ottvithe 2 represent, and are elected by, employgestion of
board members among the staff is conducted in daoce to relevant legislation. The 4 board memhvehns, are
independent of the company and large shareholdezselected at the Annual General Meeting. At |@abbard
members must be independent of major shareholdpresenting more than 10% of the total share dapita

All persons elected to the Board of Directors nhesiproperly qualified, and be able to devote thretrequired by
the duties involved. The specific requirementstfigr skills of board members should ideally takenkeetice of the
following preferred skills, competencies and cheeastics: experience within the aviation industryother related
fields of transport, relevant commercial experienoersonal management experience relevant to thgaoy’'s
scope and size, governmental relations and issmesicial management and investor relations, perésrce and
cost management, legislative insight and/or pridesd experience and strategic expertise and/omgda
management experience. The listed skills is noy tm relevant skills and competencies of varioasnivers, but
also that the Board of Directors represents a dityeof relevant skills and knowledge.
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The Chairman of the Board of Directors is not legegquired to perform other duties than the othembers of the
Board, apart from ensuring that Board meeting &ld lwhen necessary and that all members are suntindhe
Chairman’s role is to organize and chair the megstiio act as a contact person to the executiveagegment,
prepare the meeting agenda and ensure timely eetfamieeting material to members before the megtiagsure
notice to the entire Board of meetings, ensure tt@imost significant issues of the company areesdeéd, ensure
that legal requirements of the Board are met atidgaas external spokesperson.

The main duty of the deputy chairman is to stepsimcting Chairman of the Board, should this becoaoessary.
The Board of Directors appoints the CEO and othembrers of the Executive Management.

Further information can be found in the Board ofedtor’'s written rules of procedure, which can barfd on the
company’s website, under the ‘Investor relationsnuon

The Board of Directors has held 9 meetings dur@dt?2 Attendance by each individual board membélustrated
in the table on page 32.

Attendance in board meetings 2012 No. of meetings Attendance
Bjarni A. Bjarnason, Chairman (Chairman until 31 Deben012) 9 9

Kaj Johannesen, Deputy chairman (Chairman from @ialgr2013)
Jens Wittrup Willumsen (Deputy chairman from 1 Jay2013)
Tezz Tordsdotter Ohlsson

Ingi S. Joensen
Olaf S. Poulsen

© © © © ©
© © © © ©

Board of Directors

Bjarni A. Bjarnason, Chairman of the Board (Until 31 December 2012)

Member of the Control Committee 2009-2011

Born: 30 November 1966

AddressMarknalid 19, FO-100 Térshavn, Faroe Islands

Joined the BoardApril 2009

Special skillsBusiness Development, Governmental matters

Chief OccupationPermanent Secretary for Ministry of Finance

Experiencelndependent advisor 2012. CEO of Vodafone FOI(gfa) 2000-2011. From 1998-2000 Head of Office
in Ministry of Trade, advisor in Ministry of Tradk997-1998 and advisor in Ministry of Finance 199®4. He was
board member of P/F. Vagatunnilin 2003-2005 and R#fdoyatunnilin 2003-2009 and Chairman of the f8loaf
P/F. Vagatunnilin 2005-2009

Other board dutiesBoard member of GreeSteam Sp/f

Education Mr. Bjarnason has a MSc in Economics and Busidelsinistration from Aarhus School of Business,
Aarhus University, specializing in Public Admingtos

SharesMr. Bjarnason neither has shares nor shares optiche Company. Unchanged in 2012

Interest links:Mr. Bjarnason has no interest links with the Conydamain shareholders, customers or competitors
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Board of Directors

Kaj Johannesen Deputy Chairman of the Board (Chairman from 1udayn 2013)

Chairman of the Nomination Committee as of 1 Janaad 3

Currently in charge of the activities required onfudit Committee

Born: 8 November 1960

AddressInni & Flgtum 13, FO-180 Kaldbak, Faroe Islands

Joined the BoardApril 2009

Special skillsExpertise in financial and accounting matters

Chief OccupationAdvisor in the Ministry of the Interior

Experience Mr. Johannesen has been Advisor in the Minisfryhe Interior since 2008. Senior Bank clerk in
Faroya Banki (Bank Nordik) 2000-2008. Member of ¢hairmanship of the Faroese Council of Economiuigats
2006-2009. Economist at Landsbanki Fgroya 1993-20@DManaging Director of Menningargrunnur idnadgri
1990-1993. Examinator in economics at the Faroeseesity (Frodskaparsetur Fgroya) since 2001. Exator in
management accounting at the Faroese Businesg€ailace 2009.

Other board dutiesCurrently a board member of the Faroese Tax Tribuna

Education Mr. Johannesen has a MSc in Economics and BussiAdsninistration from Copenhagen Business
School 1990, specializing in Financing, InternatibBusiness and Management Accounting

SharesMr. Johannesen neither has shares nor shares gjptitine Company. Unchanged in 2012

Interest links: Mr. Johannesen has no interest links with the Cawyigamain shareholders, customers or
competitors

Jens Wittrup Willumsen, Member of the Board (Deputy Chairman from 1 Jay2813)

Member of the Control Committee 2009-2011

Born: 6 December 1960

Address @sterskov krat 3, Dk-2950 Vedbeek, Denmark

Joined the BoardApril 2009

Special skillsExtensive experience in the Airline, Tourism anddimgndustries. Expertise in Marketing and sales,
Branding, Change Management, market research sewhational business

Chief Occupationindependent Venture Investor & Professional egeeutive board member in several companies
and organizations

Experience Mr. Willumsen was Deputy CEO and Senior Vice Riest Commercial of Scandinavian Airlines
Denmark A/S 2004-2006 and Senior Vice Presidentitarg, Product Management and Distribution at $A881-
2004. Managing director of Mediacom 1996-2000. Mm@ director of AC Nielsen AIM 2000-2001. Mr.
Willumsen held several positions within SAS 198®49

Other board dutiesChairman of Air Greenland A/S, Mediehuset IngeeingA/S, Index: Design to improve life,
Visit Denmark and Aqualife A/S (NASDAQ OMX). Boardember of SKAKO A/S (NASDAX OMX), Charlotte
Sparre A/S, Dansk Danse Teater and Copenhagen Ailghe

Education Mr. Willumsen has a MSc in Economics and BusinAssninistration from Copenhagen Business
School 1986, specializing in Marketing, Stratedanping and International Business

SharesMr. Willumsen neither has shares nor shares optiotfse Company. Unchanged in 2012

Interest links:Mr. Willumsen has no interest links with the Comparmain shareholders, customers or competitors

Tezz Tordsdotter Ohlsson Member of the Board

Member of the Nomination Committee

Born: 13 October 1967

Address Fagelvagen 9, 755 91 Uppsala, Sweden

Joined the BoardMarch 2010

Special skills:Specialist Yield Management, Revenue Analysis, Kdting Strategy, New Business Development,
Experience within Airline

Chief OccupationCEO of Svenska Direktflyg AB, Direktflyg NUF ogifektflyg AS

Experience Miss Ohlsson has been CEO of Svenska Direktfl\8) $dnce 2006. Business Developer at Largus
Holding AB 2006. V.P. Marketing & sales of Svendbiaektflyg AB 2002-2006, V.P Yield Management Reuen

& Space Control of Skyways Express AB 1999-2002 Station Manager ARN of Skyways Express AB 1995-
1998

Other board dutieBBoard member of Flygtorget AB 2012

EducationProfessional Board Work at Michaél Berglund Boaaué 2012

SharesMiss Ohlsson neither has shares nor shares optidhe Company. Unchanged in 2012

Interest links:Miss Ohlsson has no interest links with the Compmmain shareholder, customers or competitors
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Board of Directors

Ingi S. JoensenMember of the Board

Member of the Nomination Committee

Born: 29 December 1980

AddressFjésaggta 16A, FO-100 Tdrshavn, Faroe Islands

Joined the BoardSeptember 2006 (Elected by the Employees)

Special skillsEmployee of Atlantic Airways

Chief OccupationHead of Tax-free department of Atlantic Airways

ExperienceEmployee of Atlantic Airways since 2004

Other board dutiesCurrently CEO of Sp/f Sam and board member of Bjy/$

Education Bank training

Shares:Mr. Joensen and his related parties hold 197 siatesinal value DKK 19,700) in the Company, but he
holds no share options. Unchanged in 2012

Interest links:Mr. Joensen has no interest links with the Compamain shareholders, customers or competitors

Olaf S. Poulsen Member of the Board

Born: 28 August 1967

Address Vidarggta 36, FO-160 Argir, Faroe Islands

Joined the BoardOctober 2010 (Elected by the Employees)

Special skillsEmployee of Atlantic Airways

Chief OccupationCaptain at Atlantic Airways

ExperienceEmployee of Atlantic Airways since 19 April 1997

Other board dutiesNone

Education Air Line Transport Pilot, Type Rated Instructordalype Rated Examiner

Shares:Mr. Poulsen and his related parties hold 383 sh@leminal value DKK 38,300) in the Company, but he
holds no share options. Unchanged in 2012

Interest links:Mr. Poulsen has no interest links with the Compamyain shareholders, customers or competitors

Audit Committee

The Board has not formed a separate Audit Commiftbe Boards does not find it necessary to estabiisactual
Audit Committee, considering the company’s size arghnizational structure. The Board of Directoesided at a
board meeting in March 2010, that the Board in ed&oce with 8 29 in The Faroese auditing law exectite
activity of the Audit Committee.

Nomination Committee

At the 2012 Annual General Meeting a formation df@mination Committee were approved. The committas
given the task of preparing proposals for board bers) chairman and remuneration for these for & Annual
General Meeting. Atlantic Airways has on the1df December 2012 established a Nomination Comenitte
comprised of the Chairman of the Board and two ¢hamembers. The committee has a mandate to propose
candidates to the Board of Directors, who then détide on the final nomination, proposed by ther#oof
Directors for election at the General Meeting. Namination Committee considers once a year thédsskimust
have to best perform its tasks and takes thisdotwideration when preparing proposals for new icitels to the
Board of Directors. Furthermore, the Nomination Qaittee evaluates the remuneration policy and the
remuneration of the Board and Management. The Ctiew's written rules of procedures can be foundthan
company’s website, under the ‘governance’ menu.

The Nomination Committee did not have any actiuit2012.

Executive Management

The Executive Management of Atlantic Airways is magb of the Chief Executive Officer, Chief Finaricidficer
and the Chief Operating Officer, who are respoesibt the daily operations of the company.

Magni Arge has been the CEO of Atlantic Airwaysceirl995 (see further details in box below). Themahity of
the CEO is to oversee daily operations and thrdbighfollow the board’s policy and instructions.eT@EO reports
directly to the Board on the performance of the pany on a regular basis. He must also provide tied@and the
company auditors with any relevant information amnéng Atlantic Airways’ operations, which they megquest.
The CEO is responsible for the company’s compliamitk relevant law, with regard to accounts anafices, and
is responsible for safeguarding the company’s asgetrthermore, Magni Arge has been the Accountistaieager
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for the airline since 1995 and as such has thmaté responsibility to maintain and fund the operatvide quality
system, which ensures all operational and techaic@ities comply with the standards and requimstaset by the
aviation authorities and the company itself.

Magni Arge, CEO

Member of the Control Committee 2009-2011

Born: 15 December 1959

AddressBorgartin 2, FO-160 Argir, Faroe Islands

ExperienceMr. Arge has been CEO of Atlantic Airways sinemd 1995. He has previously worked in both media
and business sector in Faroe Islands.

Other board dutiesCurrently a board member of Fgroya ArbeidsgevaagfeFaroe Island Tourist Board, Danish
Airlines Association, Green Gate Incoming P/F, thfeP/F and Chairman of the board of Eurest Far®/& and
Faroe Oil Industry Association.

Education Mr. Arge is educated in Political Science, Fasgi®rdic Language and literature, and Journalism
Shares:Mr. Arge and his related parties hold 5,747 sh@kesninal value DKK 574,700) in the Company, but he
holds no share options. Unchanged in 2012

Interest links:Mr. Arge has no interest links with the Company'aimshareholders, customers or competitors

Marius Davidsen, CFO

Born: 31 July 1958

Addressi Fornanum 3, FO-380 Sgrvagur, Faroe Islands

Experience Mr. Davidsen has been CFO of Atlantic Airwayscgirdanuary 2005. Mr. Davidsen has been involved
with Atlantic Airways since it commenced operationsl987/88. Financial manager since 1988 and gefputthe
CEO since June 1993

Other board dutiesNone

Education Mr. Davidsen is educated from Business Schodldrshavn

Shares:Mr. Davidsen and his related parties hold 1,450esh@Nominal value DKK 145,000) in the Company, but
he holds no share options. Unchanged in 2012

Interest links:Mr. Davidsen has no interest links with the Compsumyain shareholders, customers or competitors

Joen Remmer,COO

Born: 24 February 1973

AddressOvarivegur 29, FO-335Leynar, Faroe Islands

ExperienceMr. Remmer has been COO of Atlantic Airways sitbnm/ember 2012. Furthermore, Mr. Remmer has
a position as Quality Manager and Captain at Atadtirways. Mr. Remmer has previously worked with
management consulting (Ernst & Young and Capgensemd)quality management in an MRO (ST Aerospace)
Other board dutiesNone

Education Mr. Remmer has a B.Sc. in export engineering lasids an ATPL certificate and is educated as a&irlin
captain

Shares:Mr. Remmer and his related parties neither haveeshaor share options in the Company. Unchanged in
2012

Interest links:Mr. Remmer has no interest links with the Compamy&n shareholders, customers or competitors

Marius Davidsen has acted as the company’s CF@ €605, and is in charge of finance, administratiBnHR in
co-operation with the CEO.

Joen Remmer has acted as the company’s COO sineenitb@r 2012, and is in charge of the operationsoin
operation with the CEO.

Authorized Signatories

The company is bound by the joint signature of &fCxecutive Officer and the Chairman of the Boandby the
joint signatures of two members of the Board ofebiors.
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Remuneration of Board and Management

The remuneration of the Board and Management aracaordance with the company’s remuneration policy,
available on the company’s website. The remunearatiolicy was adopted by the Board of Directors dmel
General Meeting in April 2012.

The purpose of P/F Atlantic Airways’ remuneratioolipy is to ensure appropriate corporate governancene
company and fulfill the long-term value creation fioee company’s shareholders.

The Board of Directors is remunerated with a fitee. The remuneration is not included in any sbrhcentive or
performance-related pay. The remuneration is sBta€ 120,000 a year. The chairman of the Boardwéctors
receives double the basic remuneration and thetgeairman receives one and a half of the basmureration.
Remuneration for the Auditing Committee is set #KD20,000 a year. The chairman of the auditing catte®
receives triple remuneration. Nomination Committeéds no remuneration. If a board member assunaiced
hoc tasks beyond the duty as board member, thevoidre sets a fixed remuneration for such tasks.

The remuneration reflects the competences andteidrthe board members, the activity of the corgpéime scope
of the work load and the number of board meetings.

Executive Management is contractually employed. Témuneration is reviewed and evaluated regulahly.
adjustments to existing management contracts shmitdade in writing and adopted by the Board oé&ors.

Decisive to the remuneration to Executive Managdmenthe objective to ensure the company’s continue
possibilities to attract and maintain the best ifjedl members of Executive Management. The detailhe total
remuneration to the Executive Management are caegrin consideration of market practice and thepany's
specific needs.

Remuneration of Executive Management may be coegbris fixed pay, value-based bonus and pension.tdtaé
level for the non-variable elements in the remutienais established in consideration of market leas e.g. the
company’s size and course of development are takdar consideration.

Members of Executive Management receive definedritaion plans. Variable remuneration to membefs o
Executive Management is fixed specifically in calesation of their goal achievement herein.

Internal Control and Risk Management system relatirg to financial reporting

The Board and Executive Management have the ovezafionsibility for the company’s risk managemend a
internal control procedures in connection with fimancial reporting process, including the adheectaclegal and
other requirements for presentation. The compamgstrol and risk management systems are intended to
effectively identify, manage and minimize the rigk error in the financial reporting process, andvles an
adequate degree of certainty; though not complettiaty, that erroneous use of assets, losse®rantterial
errors and omissions in connection with the pregént of the accounts are avoided.

The Board and the Executive Management set oubpptbve overall policy, procedures, and controlroportant
areas in connection with the presentation of actsoun

The Executive Management has the daily resporsilidr legal and other requirements being adheseastregards
the presentation of accounts, and regularly infottmesBoard on this matter.

The Board of Directors annually, and when it dee@sded, reviews and discusses the applied accgymtiities
and changes in these, as well as significant esgsnalating to the financial reporting.

The Board of Directors performs an annual assessofethe company’s risk management and internakrobn
procedures, including an overall assessment of inskonnection with presentation of accounts. Rdrthis
assessment is to determine the risk of fraud, asdiple changes required to reduce and/or elimsuath risk.

A reporting process has been established underhwimonthly reports are made to the Board of Dirextor
explaining deviations from the expected resultslemdfigures for the business segments.
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External Auditing

To protect the interests of shareholders and thergé public, an authorized accountant is appoiatezhch Annual
General Meeting. The auditor examines the compaagisual accounts, in accordance with generally mede
accounting standards, and has access to all thestzoml documents needed for this work. The augitesents the
Board with an audit report twice a year, as welirasiediately after such events having taken plae¢ the Board
should be aware of. The auditor participates inlibard meeting in connection with the delivery atlia reports.
Before a recommendation on election of an audéomade, the Board along with the Executive Manageme
assesses the auditor's independence and capatsiitie

Insider information and investor relations

A Compliance Officer and a deputy are appointeantmitor adherence to the company’s internal rudesl the
obligation to make relevant information public teetstock exchange. The officer also sees to tah#émdling of
inside information and securities trading by insgda&re in accordance with regulations.

Notifications to the stock exchange are in Englighich is the main language of the airline industry

Communications between shareholders and the Board ®irectors

As a listed company Atlantic Airways is obliged émsure that everybody gains equal access to importa
information about the company that may impact sigantly on the price of the Atlantic Airways shar®@uch
information is disclosed through NASDAQ OMX Icelarahd NASDAQ OMX Copenhagen as company
announcements. The company issues all stock exehangouncements in English only, which is considlexe
language that reaches and addresses the vasttyajotiie company’s stakeholders. This is to adaggtent done
for practical and cost reasons.

The Board strives to maintain an open, current r@eeptive communication with shareholders in otdeensure
that the best interests of the shareholders anelgdand reflected in the company’s consideratantsoperations.

The most direct channel for shareholder commuminatbccurs at the Annual General Meeting, in which
shareholders have the opportunity to raise questigmoposals or critique towards the Board andctimepany.

Additionally, it is the company’s aim to have aase one meeting each year with shareholders arglbp@dguture
shareholders.

Further information about the Corporate Governandes of Atlantic Airways is available on the comg&s
website www.atlantic.fa

Core Values

Atlantic Airways conducts its operations with argomg focus on five vital elements that constitiite core of our
values and focus. This encompasses focus on:

e Safety & Quality - is fundamental to aviation culture and business

*  Punctuality — we deliver on time and minimize effects of em&drinterruptions

« Customer— we provide our customers with reliable, respgehd caring services and fair prices

* Profitability — we run a sustainable business and deliver adairn on investment to our shareholders

«  Staff — our employees are well trained, professional@ogiide customer care with pride and confidence

The five elements act as points of orientation tfeg company, and we strive to ensure that theseesits are
reflected in our daily operations and ongoing dimet
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Code of Ethics

Atlantic Airways places a top priority on condudirall of our operations in line with ethical andnfan
responsibility. This includes high ethical standail our daily activities, financial operations asafety profile in
all aspects of our flight operations.

As reflected in our core values it is fundamentaus as an airline to place utmost focus on safpiglity and
responsibility in all our activities.

The company’s ethical and social responsibilitjuishermore enacted through our conscious rolenaactive and
responsible corporate citizen in the Faroese contsnuVe further elaborate on this role in the sectiCorporate
Social Responsibility’.

Atlantic Airways’ employees operate with both folmaules, concerning inside information, and infoima
guidelines, concerning our core culture, to enghe¢ our company is always led with proper and aasjble
conduct, paying due attention to both legal requénts and ethical standards set by the companycdimpany’s
insider rules are set out below, while our coréuwelis outlined above.

Our focus on ethical responsibility and our valaee also reflected in the company’s stakeholdercypand
communication policy, which are published on thempany website www.atlantic.fo. Atlantic Airways’
communication with stakeholders seeks to addressnterests and information needs of relevant sialkiers,
published in accordance with applicable rules aggllations, and ensure alignment of the companyategic
focus with the best interests of our shareholders.

These elements comprise Atlantic Airways’ approaxitonduct our business in an ethically respongidaner,
which places human responsibility and precautiorthat forefront. We believe such an approach enatties
company in the long term to run a more sustainahistworthy and responsible business, preferahlystating into
higher value for all our stakeholders, and incrdasgnsparency for our shareholders.

Insider rules

In order to prevent any misuse of insider informatand to track all affiliated parties accordingtheir insider
connection, the company has developed its own fs&Rues on the handling of inside information aimsider
trading”. This set of rules is set out to ensureper legal and ethical conduct with inside inforimatby all
affiliated parties, and prevent any misuse, whigymot be in the company or shareholders’ interests

Furthermore, the company follows specific rulegpadcedure for its Board of Directors and incorpesatelevant
policies for the Board and management regardingpacedures for remuneration. Continuous dialogitk and
reporting to the Board by executive managementtiadaily ensures a thorough monitoring and alignimei
company interests and control. Further detailsh@ndompany’s corporate governance are elaboratedghout
this corporate governance statement.

A systematic and careful internal outline of prasedis likewise in place for company informatioratthis to be
communicated to third parties as well as for hargdiconfidential information. All material and/or rdfaential
matters adhere to strict company conduct as welleferant NASDAQ OMX Iceland and Copenhagen stock
exchange rules for issuers.

Corporate Social Responsibility policy

Atlantic Airways views it important that the compas CSR approach and activities make sense for both
business and for society. The company’s approaatotporate social responsibility (CSR) and relagetlvities
may be defined in terms of three key areas, withraber of issues related to each key area:

« Business operationsncluding health & safety, environment and safetpmpliance management
*  Workplace including employee satisfaction and well-beingy@ation and competence development
e Community including stakeholder engagement, sponsorshipslandtions

The company plans to further structure and developvork within CSR over the next year.

Further elaboration of Atlantic Airways’ focus omrporate social responsibility can be found in Hegtion
‘Corporate Social Responsibility’ of the annualogp
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Deviations from the Icelandic Guidelines on Corporge Governance

Atlantic Airways is in compliance with the IcelandGuidelines on Corporate Governance with the Valg
exceptions:

« Regarding the annual general meeting, the comparg dot currently provide an Icelandic summaryhef t
main points of the agenda, but expects that a sugnmdaaroese will fulfill the obligation.

« Regarding information on candidates for the BodrBicectors, the suggested information in the Glingss, is
not posted on the company website two days bef@eréhnual General Meeting. Currently there is éediénce
between the Articles of Association of the compamg this recommendation. According to the Artiobds
Association, there is no time limit before the gaheneeting to nominate candidates to the Boardidctors.
The Nomination Committee has a mandate to propasdidates to the Board of Directors, who will then
decide on the final nomination proposed by the BaxrDirectors to the General Meeting of candidditeghe
Board.

« The notice of the Annual General Meeting does ratain the suggested information about candidates
proposed by the Board of Directors due to the thaat the Nomination Committee started its activity2013.
The notice of the Annual General Meeting in 2014 wéntain the suggested information about candisiat
proposed by the Board of Directors.

« Regarding the Board’s rules of working procedutls,current version does not include details orcgdares
for annual performance assessments.

« Regarding annual performance assessment of thelBisalf, its activities and practices, and of BEO. A
formal evaluation of the Board’'s performance hasnbmade in 2012 and the outcome has been discimsaed
Board meeting. The detail of the procedure of #l€evaluation and the outcome has not been disdlos

* Regarding the Audit Committee, the Board of Direstdecided at a board meeting in March 2010, that t
Board in accordance with 829 in the Faroese awgditiw executes the activity of the Audit Committeed the
Board has therefore not formed a separate Auditr@ittee.

« Regarding internal audit, the Board of Directors liecided not to establish an internal audit du¢h&o
company’s size and organizational structure. T¢s8se will be evaluated once every year.

« Regarding other sub-committees, the Board of Damscdhas not found it necessary to establish a Reratian
Committee, as these activities and tasks are waddartby the Nomination Committee, which was essablil
for the first time on the 4of December 2012. The Board of Directors is resjine for the tasks of such a
committee through its ongoing activities and dytiest the Board will continuously assess the newdaf
separate sub-committee.

* Regarding the remuneration policy, pension andemient agreements are not deemed vital to diselbsee
current time, and these agreements are furthermotreonsidered to differ significantly from othdamdar
programs.

* Regarding possible repayment of performance-linkegments, currently no such right for reclaiming
remuneration has been developed or included irctimepany’s remuneration policy. However, the company
expects to incorporate such a right in the remuigrgolicy.
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Risk management

Atlantic Airways is exposed to a number of sigrifit risks, which may affect the business, financaults and
long-term objectives. Both the Board of Directorsl &xecutive Management incorporate the identificatind
management of risks as an integral part of theivities. By identifying substantial areas of rigls well as areas of
opportunity, at an early point, Atlantic Airwaysasble to act accordingly and take due measures inpierations.
The Executive Management currently reports to tloarB of Directors on the development within the mos
important areas of risk and compliance with adopelicies. The company’s main operational risks ilwstrated

in the following sections.

General and specific risks

The profit and loss account can be affected byettmomic conditions in the Faroese and internaltioraakets. In
addition, the profit and loss account and the lmasheet can be affected by increased competifmanges in oil
prices, demand for airline travel, the general lledfecost, the weather, volcanic ash, operationd accidents,
regulation, technology, financial risk, credit risind currency risk.

The airline industry has relatively high fixed co&t connection with each flight. These expensesnat directly
influenced by the number of passengers carried amh dlight, and thus changes in load factor infheerthe
profitability of the company. Atlantic Airways mdnois the load factor closely to ensure prudent apmr of
flights.

In order to counteract the volatile Faroese econdh®y company continues to work towards diversifyitgy
economic base. In 2012, 50% of the company’s reeenuere from abroad and 50% domestic. Furthermore,
revenues are also divided among the main busimess:ascheduled services, charter operations, alicbpter
operations.

In the longer term the company aims to diversifypiortfolio of charter and ACMI outside Faroe Islaro diminish
risk with dominant costumer, segment or geographizakets.

Fuel price and the European Emissions Trading Scheen

As an essential and highly consumable resourceuinoperations, fuel is a material cost to the compdahe
volatility in the jet fuel price can significantiynpact fuel costs and the operating results. Jdtdasts represented
around 23% of the operating expenses in 2012, agldd settled in USD. Historically, there have meagnificant
changes in fuel prices, and part of the fuel pimoeeases are being recouped by levying surchang@sssengers.

To minimize the risk of fuel price volatility, arsibsequent impacts on the company’s expenses,ghagement is
permitted to hedge up to 60% of the yearly estiohditeel consumption on scheduled services and D@8 of

fuel consumption on contracted charter flights. Odedging means that the fuel cost per periatibtsas low as
the spot-based price when prices decrease, howehesn spot prices increase the fuel cost also risa® slowly.

The company has hedged approximately 42% of estuiaiel consumption in 2013 against price changeshe

end of 2012, approximately 41% of the year’s thial consumption was hedged.

From 2012 aircraft operators who fly to and fromdawithin EU countries, Norway and Iceland werduded in
the European Emission Trading Scheme ETS. In Noeer2012, the European Commission proposed a temypora
derogation from the CO2 directive, whereby flightsand from Europe and EFTA states can be exclinlede
ETS. Flights between EU/EFTA and Faroe Islands bl considered intra-European flights in this respn
connection with the European Emission Trading Seh&MS, it is necessary for the company to purclaseon
emission permits to cover its shortfall. A quotdree CO2 emission allowances has been allocatdtetoompany,
which is expected to cover approximately 45% ofnested needs of emissions in 2013. The CO2 marést h
historically been volatile.

Annual Report 2012 Page40



3 ATLANTIC AIRWAYS

Weather and traffic disruption

The company is exposed to various disruptive facsuch as adverse weather conditions (crosswinoylance,
fog, frost and snow), volcanic ash and congestgubes. Especially weather conditions across th@d-dslands
hamper flight operations and increase costs. 22 company’s cost of cancellations and disauptvas around
DKK 11 million. In the past five years, the annaakt due to cancellations and delays ranged fror{ BKo DKK
15 million.

Additionally, the cost of delays due to adverse thveaconditions has increased after the Vagar Airpothority
back in 2010 introduced much higher opening fees.

Expenses incurred from disruptions are expectddlton 2013 as the benefits from the new procesiR&IP AR
0.1 and the new Airbus aircraft will increase tegularity.

Currency risk

The financial performance of the company can baifigntly affected by changes in foreign exchamgees,
especially between DKK and USD. Aircraft purchasaiscraft leasing payments, aircraft insurance), faad
maintenance expenditure are mainly in USD. ParteoEnues and cost are in GBP. The company contynual
evaluates the exposure to exchange rate fluctigtmarticularly between the Danish krone and thedblgr.

To minimize the risk of changes in foreign excharafes, and subsequent impacts on the company&negp, the
management is permitted to hedge up to 65% of daely USD deficit on scheduled services and up(@%4 of
USD deficit on contracted charter flights. The camp has hedged approximately 64% of its estimatsb deficit
in 2013.

Interest rate risk

The company is exposed to interest rate risks tranvestments and financing. As of 31 December22@ie
company had DKK 154 million in interest-bearingdiiities, of which 17% are at variable interesemtChanges in
the level of interest rates could therefore havérgact on the financial performance of the compaigywever, the
company’s total equity is still high in proportitmtotal assets. The equity ratio was 49% at yedra9012.

Liquidity risk

The company aims to maintain sufficient reservecadgh and cash equivalents in order to meet itsdiiy
requirements. The company'’s liquidity as at 31 Delwer 2012 was DKK 97 million and deemed to be sigfit.
The liquidity is affected by seasonality.

Knowledge and Human resources

Atlantic Airways’ knowledge resources, here in atar human resources, are vital for the competitess of the
company. The company considers relevant knowleddensrk experience of great importance in all careas of
airline activity. Our objective is to develop aretain our qualified personnel and to be the comprirst choice
among the best people on the job market.

The company is the only airline in the Faroe Isigrahd therefore places great emphasis on educatihgraining
local workforce, as well as keeping its employepsta date and provides them opportunities for frtbareer
development.

Besides the company’s own internal regulations segliirements on employees’ ability and qualificasipthe
company also has to comply with strict demands ftleenauthorities to train and maintain the skillst® personnel,
such as those performing flight operations, maiatere and ground handling.

Safety management, quality assurance, sales, egad planning are other core functions in thiinaineeded to
be taken care of at a professional level. Atlanticways therefore places great emphasis on imppvin
qualifications in all areas of its business, angl &ma consequence set up a Human Resource dagartme
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Corporate Social Responsibility (CSR)

CSR in Atlantic Airways 2012

At Atlantic Airways, we are committed to conductiagr business in a responsible and transparent enastniving
to serve the Faroese society and community as agelio manage our social and environmental footpriat
Atlantic Airways, we have worked with CSR for maysars. We are currently in the process of devetppimore
systematic and strategic approach, including tarfygetour work.

Atlantic Airways is one of the largest enterprig@she Faroe Islands with 172 employees and a peenissatellite
base in Copenhagen as well as temporary basesicusdocations outside Faroe Islands. We arerigkhe Faroe
Islands with the world through scheduled connestitnDenmark, neighboring countries Iceland, Norviag UK

and recently also Spain, enabling our small poparadf 50,000 to be connected internationally. Ale@ play a
crucial role in developing tourism and in faciliteg business in the Faroe Islands. Atlantic Airwayso runs a
helicopter operation providing domestic servicesl @AR operations in Faroese territories. Throughrteh

arrangements we are also operating in variousgorepuntries.

It is important to us that our approach and adéisimake sense for both our business and for sodibtis, we have
defined three key areas and a number of issugsdeia each key areas:

» Business operationsncluding health & safety, environment and safetgmpliance management
» Workplace including employee satisfaction and well-beingyeation and competence development

« Community including stakeholder engagement, sponsorshipslandtions

This report outlines our approach and some of ativiies. A structural approach to present ouratgt with
measurable data is under preparation.

In Atlantic Airways, CSR-related issues are disedsand decided at top-management level, with therale
responsibility being placed with the CEO.

BUSINESS OPERATIONS

Environment

As an airline, our main environmental footprinfiesm the fuel we use for our aircrafts. With incseey regulation
and high fuel prices it makes business sense tevdoything we can to reduce our fuel consumptioithV\ZO2
emissions creating climate change, we also receghis our responsibility to constantly seek wafywering the
fuel consumption.

With support from aircraft manufacturers, we hawvees 2008 planned flight profiles and implementeetiods for
take-off and landing that reduce our use of fugladdition, we are currently in the process of tipdeour fleet of
aircrafts to newer aircrafts using less fuel.

In early 2008, Atlantic Airways decided to redube fuel use per hour through optimized operatipmatedures.
In 2012 the operation as a whole saved 55kg (Pelitérs) per flight hour on average, comparedh®e average
consumption in the years preceding 2008. ConvdadtiO2 emission figures, this means that AtlanticvAys has
reduced its emission by 217 kg/flight hour. For 20fhis corresponds to a reduction of 1,383,050rkg 02

emission, or 2.4%, compared to the years prece2lifg.

The average jet fuel consumption of the fixed-witegt in 2012 was 2,196 kg/flight hour compared2td53

kg/flight hour in 2011, an increase of 2.0%. Ther@ase is caused by the fleet changes made in 20h2ugh the

new Airbus A319 has a higher total fuel usage fightf hour compared to the Avro RJ, the fuel uspgeseat and
seat kilometer is significantly lowered by 39%.

In line with the company’s fuel-saving efforts, arensified aircraft washing program has been distad by
Atlantic Airways, because a clean aircraft burrssléuel. However, the majority of the fuel-savingasures are
related to the operation of the aircraft. The wiwhditions during climb are evaluated to seleciroptn climb
speed. The cruise, where the majority of the flitiinte is spent, is adjusted to a speed, which déipgron the
actual weight of the aircraft, gives the most dffecfuel burn. And last but not least, the comphaag adopted an
increased usage of the principles of 'green appesacwhich have been widely applied in the aviatrustry in
the last decade. A 'green approach' means a tathlagion of actual weather conditions, traffic diions, airport
facilities and available approach procedures, tecsg¢he optimum time to initiate the descend fromise, and

Annual Report 2012 Page42



3 ATLANTIC AIRWAYS

configure the aircraft for final approach and largi Atlantic Airways’ implementation of ‘The Fuela@ing
Program’ has been a tangible effort in which operat personnel have seen their opportunity tovabti
participate in improving the environmental footprarfi Atlantic Airways’ operations.

We aim to also analyze the potential for reducingrgy consumption relating to our facilities andwgrd-handling

vehicles. These initiatives will lead to a positivgpact on the company’s environmental impact ak agon our
costs.

Average CO2 emission in kilo per flight
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Finally, we are aware of our environmental impactdgard to the use of chemicals and toxic substarihese are
required by aircraft manufacturers for maintenarng, we are very conscious of limiting our use ®little as
possible. Also, we have procedures in place fordisposal of toxic materials. Waste is sorted betwburning
materials, non-burning materials, paper, fuel, itdmts and organic waste, and these are recyclelisposed in a
controlled manner in order to minimize harm to ¢éim@ironment.

Health & Safety

It is central for our license to operate that we @r compliance with relevant legal and industrguieements in
regard to health & safety issues. In addition, we @ncerned about our employees, and do our otttm@nsure
that they have a safe work environment. We arelaglguconducting training in health & safety forroemployees
and have a health & safety organization in placeegsired by Faroese Law and Danish law relatexiation.

Each work-related accident or incident registere@012 has been evaluated, and mitigating measanes been
taken to avoid repetition of the occurrences. Alse,regularly evaluate the physical well-being af employees,
and work from a systematic action plan to imprave identified findings. In 2012 we will produce eport with
goals and measures based on wider evaluations amnomgstaff.

Safety management

Safety management is a structured approach to readegtified hazards, and eliminate/mitigate asgedi risks in
both the operational and technical environments phoactive approach to safety is implementedeéncttmpany in
addition to the system reactive approach, whererteg events are investigated to a level whereilplessin-
compliances are identified and control measuresrpplace to eliminate the risk of their re-occmge. The goal is
to identify all hazards, report all occurrencesess associated risks and mitigate to a levelwasaakreasonably
practicable (ALARP).

Part of the system is a ‘Just Safety Culture’ wheeeh employee is encouraged to provide safetyerkla
information in a non-punitive environment; but wia¢here is also a clear line between acceptableiaadceptable
behavior.

In addition to the operational reporting systenigll Data Monitoring (FDM) is essential for the do-wing fleet.
From FDM data we are able to identify possible hdzautside operating procedures. From statisticsteends
based on this data, we are able to see and pxeldéce to increase focus.

In the technical environment there is a strong $otulearn from mistakes made and reduce human events,
which compromise the safety of the operating emvitent. This is systemized through the MaintenangerE
Management System (MEMS), which encourages anditées incident reporting and investigation, waiilig
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human error events as learning tools. Based onraeyears of reporting and investigation, the conypaas
identified five 'Key Behaviors' for Line and Baseamtenance work, which is being fostered within the
maintenance and inspection work processes to radisgteps and maintain safety.

These Key Behaviors are:

* Review maintenance instructions (before startirmgvtiork)

« Document job status (to ensure the next shift knexectly what has been done)

e Separate inspection (after critical tasks have Ipegformed)

« Alast set of eyes (after the job is done, jushtike completely sure that the aircraft is left airthry)
« Take a moment to focus (before undertaking a afitic demanding task)

The company also launched a new Ground Operatioor Blanagement System (GEMS) based on the same
principles and experience from the MEMS program.

Compliance management

Compliance management is the company’s exercignsare that the outcome of the activities in openatand
maintenance meet the regulatory, customer and coynmmuirements. The quality policy is the foundatunder
the compliance management, and it is substantiayeithe compliance management organization, the rdented
operational and technical procedures, the trairangingements for all personnel and the independeatity
assurance process.

The performance of the compliance management syistewaluated 10 times per year by senior managemba
evaluation is based on Key Performance Indicatoosnfall departments, as well as the independentitgua
assurance reports from both internal and exteengl the aviation authorities) audits.

WORKPLACE

Employee satisfaction and well-being

Atlantic Airways is a major employer in the Far@ahds, offering our employees highly skilled antkinational
careers in an interesting industry. We aim to r¢cttain and develop local talent in the Faroansls to ensure
good jobs and at the same time ensure the longgastainability of our workforce.

At Atlantic Airways, we focus on our employees’istction and well-being. Knowing that satisfieddanotivated
employees are more productive and efficient, weehmmitiated surveys amongst staff groups to meaguie
satisfaction and well-being. As many as 95% ofcaéw participated and answered a survey conduateditumn
2012. Based on the survey, we have developed gultms for 2013 focusing on improvements of keyaare

In 2013 further surveys will be conducted amongeo#iaff groups focusing on physical conditionspomunication
and social environment.

In 2012, our average rate of absence due to illm@sslow. However, we are keen to further redueertite as it
benefits both our employees and our business sesult

We strive to be an inclusive workplace, and in &iddito normal hiring procedures we also work vittk local job
center with an aim to offer unemployed people j@partunities and training where appropriate. Initold, we
continuously have people employed on special canmditto allow them to have a job despite shortcgsito fulfill
a normal job — may it be temporarily or permanentiythe unfortunate event that we have to layasffemployee,
we do our outmost to help the person in his orfbture career. Thus, we offer outplacement supfiodugh a
consultant, helping the person to find new oppaties

Education

Besides being a major employer, we also play airotee educational system, and see this as aresponsibility
to develop local talent. In a small society asRheoese, it is central to be able to make it aitrador young people
to either stay in the Faroe Islands or to retunieratheir education abroad. Thus, we offer sevedhlcation
opportunities and also reach out to Faroese steiddmbad to promote the idea of a career with us:

In 2012 we:

e Had 2 apprentices in our offices

* Had 2 apprentices (mechanics, etc)

* Had 2 students writing their thesis or assignments

*  Worked closely with the technical colleges in tlaede Islands and offered assignments for the stadem in
return received support for a study tour abroad
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« Recurrently provided apprentices from the SwedisltoAautical Institute in Skane on job training ar o
maintenance facility

« Opened our doors to more than 25 students in elameschool for their practicum

» Offered Faroese students at home and abroad waamd seasonal positions during high-activity seasis
cabin attendants and in other service functions

* Attended job-match fairs to position ourselves asatractive employer for Faroese students andr giie
seeking natives.

Competence development

Based on our interest in hiring, training and depelg local talent, we have a significant focus ammpetence
development of our employees. Also, we are awaat tihis is a central parameter for employee satisfa,

ensuring the continuous development of each indali@mployee. We are aiming to develop our acéisitivithin

education even more over the coming years, andenijage with local and international stakeholderdevelop
sufficient programs to increase competence andfupadions of employees.

Our competence development activities can be divitdo mandatory training (to maintain certificatesifety
procedures etc.) and additional training (i.e.fianagement skills, communications etc.). In 201Xpent around
DKK 6.5 million on mandatory and additional traigin

COMMUNITY

Stakeholder engagement

Being a large company in a small community bringsponsibility and a need to constantly engage with
stakeholders, also beyond what is common in lacgenmunities. We are aware of the key role that leg m
society and do our outmost to engage with the looaimunity. For our business, it is key to makatitactive to
live and work on the islands as this secures oentlbase. Thus, we are continuously in dialoguth wical
stakeholders to find solutions and ideas on hofuttiver improve our services and offerings.

Also, we are deeply engaged with the broader dewedmt of business and the business community throg
Faroese Employers’ Association, as this providememic activity and thus jobs for people on tharnsls - and
eventually business for us.

Finally, we are naturally engaged with tourism depment and the international branding of the Fasd&nds
abroad, as tourism is another potential growth oppity for our business at the same time as iviges economic
opportunity for the community.

In other words, we are deeply engaged in our looaimunity as we are simply dependent on each other.

Sponsorships and donations
Atlantic Airways has a long history of involvement Faroese sport and culture through sponsorshigsother
supportive actions.

In sports, most sponsorship is centered on natitggahs and national unions. The company has beemtin

sponsor of the Faroese National Football Team sif995. Atlantic Airways also supports the natiotedms in
handball, volleyball, swimming, chess and otherser€ is a general agreement in place with the &iignal

Sport Union) to support the smaller unions’ inteioraal activities. Apart from unions, Atlantic Aiays has also
supported individual elite sports people.

Additionally, focus has been on supporting Faroeskural life for many years as well. Atlantic Aiays has
sponsored the internationally high-profiled “G” tigal for many years, the more local-oriented fd#stival
“Summarfestivalur”, local music festivals in Torsinaand Sgrvagur as well as the Faroese Symphonye€ra.
Other events have also received grants and spdrgpasnd the company has been helpful towards iddals, who
have later established themselves on the intematimusic scene. The list of activities and eveh&t Atlantic
Airways has supported is significant and we aragse to contribute to cultural activity in Farokuhsls.

Our work, looking forward — 2013
Atlantic Airways would like to structure and devplour work within CSR over the next year and depekdevant
Key Performance Indicators (KPIs) helping us tdof@lup on our work on an ongoing basis.
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Management’'s Statement

The Board of Directors and the Executive Managenmane today discussed and approved the annualtrepor
Atlantic Airways P/F for the financial year 1 Janpa 31 December 2012.

The annual report has been prepared in accordaiticdnternational Financial Reporting Standardsdspted by
the EU and Icelandic and Danish disclosure requergmfor annual reports of companies listed onNASDAQ

OMX Iceland and NASDAQ OMX Copenhagen.

We consider the accounting policies appropriateaunopinion, the annual financial statement gizesie and fair
view of the Company's assets, liabilities and faiahposition as at December 31, 2012, and of #sellts of the
Company’s operations and cash flows for the firangear 1 January — 31 December 2012.

Furthermore, in our opinion the Management’s revieeludes a true and fair review of the developmanthe

Company’s operations and financial matters, ofrésult for the year and the Company’s cash flows farancial
position as a whole, as well as a description efsilgnificant risks and uncertainties affecting @ompany.

The Board of Directors and the Management recomrtigaicthe annual general meeting approve the amapatt.
Sgrvagur the 12th of February 2013

Executive Management:

Magni Arge Marius Davidsen Joen Remmer
CEO CFO COO

Board af directors

Kaj Johannesen Jens Wittrup Willumsen Tezz Tawtdsr Ohlsson
Chairman Vice-chairman
Bjarni Askham Bjarnason Ingi S. Jeam* Olaf S. Pauls

*employee representatives

This annual report was adopted at the Annual Gégating on:

Chairman:
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Independent Auditor’'s Report
To the shareholders of P/F Atlantic Airways

Report on Financial Statements

We have audited the financial statements of P/t Airways for the financial year 1 January fb Becember
2012, which comprise income statement, compreherisnome statement, balance sheet, statement nfjeban
equity, cash flow statement and notes, includingireary of significant accounting policies. The ficah

statements are prepared in accordance with IntenadtFinancial Reporting Standards as adoptechbyEU and
Faroese disclosure requirements for listed companie

Management's Responsibility for the Financial Statments

The Management is responsible for the preparatiofinancial statements that give a true and fagwiin
accordance with International Financial Reportingin8ards as adopted by the EU and Faroese diselosur
requirements for listed companies and for suchrmatecontrol as the Management determines is napess enable

the preparation of financial statements that age from material misstatement, whether due to faaugtror.

Auditor’'s Responsibility

Our responsibility is to express an opinion onfthancial statements based on our audit. We coeduatir audit in
accordance with International Standards on Audiing additional requirements under Faroese Auditlegion.

This requires that we comply with ethical requiremseand plan and perform the audit to obtain reaisien
assurance about whether the financial statemeatsesr from material misstatement.

An audit involves performing procedures to obtaidibevidence about the amounts and disclosurdeifinancial
statements. The procedures selected depend oruthimras judgment, including the assessment of ribks of
material misstatements of the financial statememit&ther due to fraud or error. In making thosk @ssessments,
the auditor considers internal control relevanthi® entity’s preparation of financial statementst thive a true and

fair view in order to design audit procedures tha appropriate in the circumstances, but notHergurpose of
expressing an opinion on the effectiveness of tht@yés internal control. An audit also includesatwating the
appropriateness of accounting policies used and ré@@sonableness of accounting estimates made by the
Management, as well as the overall presentatidheofinancial statements.

We believe that the audit evidence we have obtamedfficient and appropriate to provide a bagrsofur opinion.

The audit has not resulted in any qualification.

Opinion

In our opinion, the financial statements give aetand fair view of the Company’s financial positiah 31
December 2012 and of the results of the Compamesations and cash flows for the financial yeaarduary to 31
December 2012 in accordance with International éied Reporting Standards as adopted by the EUFaindese
disclosure requirements for listed companies.

Statement on the Management’s review
Pursuant to the Faroese Financial Statements Achave read the Management's review. We have nédrpeed
any further procedures in addition to the auditheffinancial statements.

On this basis, it is our opinion that the inforroatiprovided in the Management'’s review is consisteith the
financial statements.

Toérshavn 12 February 2013
NOTA P/F

Laggilt grannskodanarvirki

Jgrmann Petersen Joéanes Olsen
State Authorized Public Accountant Registered ieultcountant
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Income Statement for the year 2012

(DKK) Note 2012 2011
Net revenue 3 501.303.447 435.522.645
Other income 0] 114.881
Total revenue 2,35 501.303.447 435.637.526
Flight expenses 4 -321.043.201 -270.660.327
Employee expenditures 6 -96.915.457 -90.617.909
Total operating expenses -417.958.658 -361.278.235
Result before depreciation, amort. and impairment EBITDA) 83.344.789 74.359.291
Depreciations, amort. and impairment 712,13 -58.200.023 -43.071.002
Result before financial items (EBIT) 25.144.767 31.288.289
Financial income 8 3.545.074 5.598.986
Financial expenses 9 -11.557.487 -9.701.893
Net financial items -8.012.414 -4.102.907
Share of profit/loss of associates 16 -16.824 309.832
Result before taxes (EBT) 17.115.529 27.495.214
Income tax 11 -3.080.795 -4.949.138
Net Profit / Loss for the year 14.034.734 22.546.076
Attributable to:

Shareholders of Atlantic Airways P/F 14.034.734 22.546.076
Earnings per share 40

Earnings per share (DKK) (EPS) 13,71 22,02
Diluted earnings per share (DKK) (EPS-D) 13,71 22,02
Proposed allocation of profit/loss

Proposed dividend to shareholders 41 4.000.000 7.000.000
To carry forward to next period 10.034.734 15.546.076
Total 14.034.734 22.546.076
Atlantic Airways P/F has not had any discontinuigerations during these periods.

Annual Report 2012 Page50



3 ATLANTIC AIRWAYS

Statement of comprehensive income for the year 2012

(DKK) 2012 2011
Net Profit / Loss for the year 14.034.734 22.546.076
Other comprehensive income

Value adjustm. of cash flow hedges -11.705.241 8.880.389
Taxof value adjustm. of cash flow hedges 2.106.943 -1.598.470
Available-for-sale financial assets 155.250 -270.000
Taxof available-for-sale financial assets 0] 0
Dividend own shares 75.147 80.514
Other comprehensive income after tax -9.367.901 7.092.433
Total comprehensive income 4.666.833 29.638.509
Attributable to:

Shareholders of Atlantic Airways P/F 4.666.833 29.638.509
Atlantic Airways P/F has not had any discontinuamgerations during these periods.
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Balance Sheet as at 31 December 2012

ASSETS (DKK) Note 31.12.2012 31.12.2011
Intangible assets 12 6.378.848 6.176.895
Aircraft and maintenance 13 303.418.719 99.335.662
Spare parts 13 13.929.248 11.444.632
Operating equipment 13 9.972.056 7.290.055
Hangar, buildings and land 13 35.158.372  36.809.111
Prepaid aircraft acquisitions 15 0 78.404.640
Total tangible assets 362.478.396 233.284.101
Investment in associates 16 479.061 495.885
Other shares 17 1.137.791 1.137.791
Other non-current assets 1.616.852 1.633.676
Total non-current assets 370.474.095 241.094.672
Inventories 18 2.396.699 3.200.645
Trade receivables 19 24.712.528 22.248.384
Prepayments 20 2.312.506 2.759.697
Other receivables 21 1.890.522 1.947.614
Other shares "available-for-sale" 22 861.750 706.500
Derivatives 23 381.503 11.651.090
Total receivables 30.158.809 39.313.285
Cash and cash equivalents 36 97.103.709 98.572.270
Total current assets 129.659.217 141.086.199
TOTAL ASSETS 500.133.312 382.180.871
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EQUITY AND LIABILITIES (DKK) Note 31.12.2012  31.12.2011
Share capital 24 103.500.000 103.500.000
Share premiumreserve 24 23.500.000 23.500.000
Value adjustm. of cash flow hedges 24 -283.210 9.315.088
Revaluation reserve shares 26 389.250 234.000
Retained earnings 27 116.186.720 106.076.839
Proposed dividend 41 4.000.000 7.000.000
Total equity 247.292.760 249.625.927
Mortgage loans 29 135.668.751 36.501.916
Provisions for deferred taxes 11 28.865.290 27.891.438
Total non-current liabilities 164.534.041 64.393.354
Mortgage loans 29 18.382.500 10.382.500
Trade payables 29 30.270.915 23.485.380
Current income taxliabilities 11 0 6.970.291
Deferred income and accruals 28 38.926.216 27.032.192
Derivatives 23 726.881 291.227
Total current liabilities 29 88.306.512 68.161.590
Total liabilities 29 252.840.553 132.554.944
TOTAL EQUITY AND LIABILITIES 500.133.312 382.180.871
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Statement of Changes in Equity

Share Revaluation
Share premium Hedging reserve Retained  Proposed

(DKK 1,000) capital reserve reserve shares earnings  divechd Total
Equity at 01.01.2011 103.500 23.500 2.033 504 90.450 7.500  227.487
Result for the period - - - - 22546 - 22.546
Value adjustm. of cash flow hedges - - 5.897 - - - 5.897
Tax of value adjustm. of cash flow

hedges - - -1.062 - - - -1.062
Transfers to flight expences - - 2.983 - - - 2.983
Tax of transfer to flight expences - - -537 - - - 537
Revaluation reserve shares - - - -270 - - -270
Tax of revaluation reserve shares . - R - - - -
Total comprehensive income - - 7.282 -270 22.546 - 29.558
Proposed dividend - - - - -7.000 7.000 0
Dividends paid - - - - - -7.500 -7.500
Dividends Own shares ) ) } } 81 ) 81
Equity at 31.12.2011 103.500 23.500 9.315 234  106.077 7.000  249.626
Equity at 01.01.2012 103.500 23.500 9.315 234  106.077 7.000 249.626
Result for the period - - - - 14.035 - 14.035
Value adjustm. of cash flow hedges - - -11.963 - - - -11.963
Tax of value adjustm. of cash flow

hedges - - 2.153 - - - 2.153
Transfers to flight expences - - 258 - - - 258
Tax of transfer to flight expences - - -46 - - - -46
Revaluation reserve shares - - - 155 - - 155
Tax of revaluation reserve shares i} . R - - - -
Total comprehensive income _ _ -9.598 155 14.035 R 4.592
Proposed dividend _ _ . . -4.000 4.000 0
Dividends paid - - - - - -7.000 -7.000
Dividends Own shares - - - - 75 - 75
Equity at 31.12.2012 103.500 23.500 -283 389 116.187 4.000 247.293
Breakdown of changes in share capital

(DKK 1,000) 2012 2011 2010 2009 2008
Share capital at the beginning of the year 103.501 103.50! 103.501 103.501 103.501
Increase of share capital - - - - -
Total 103.500 103.500 103.500 103.500 103.500

The notes 24-27 and 41 are an integral part o6thtement of Changes in Equity
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Cash Flow Statement

(DKK 1,000) Note 2012 2011
Net profit/loss for the period 14.035 22546
Depreciations 58.200 43.071
Taxes 3.081 4.949
Adjustments 61.281 48.020
+/- trade receivables -2.464 14.206
+/- prepayments 447 -1.013
+/- other receivables 57 -1.128
+/- Inventories 804 -534
+/- investment in assosiates and other shares 17 -310
+/- trade payables 6.786 3.249
+/- current income tax liabilities -6.970 0
+/- deferred income and accruals 11.969 -1.971
Changes in operating assets and liabilities 10.645 12.499
Cash flow from operating activities 85.961 83.065
Purchase of intangible, tangible assets and preyiichft 12.13.15 -187.896 67.717
Sale of intangible and tangible assets 12.13.15 299 68.291
Cash flows from investing activities -187.596 575
Proceeds fromnew loans 29 118.800 0
Changes of long-term loans 29 11.633 58.712
Paid dividends -7.000 -7.500
Cash flows from financing activities 100.167 -66.212
Total cash flows for the period -1.469 17.428
Cash and cash equivalents at the beginning of¢hieg 98.572 81.145
Cash and cash equivalents at the end of the period 7904 98.572

The notes 7-41 are an integral part of the Castv Btatement

The company has in addition to the cash equivatriess to DKK 46 million in credit facilities
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Overview of Notes

1. Accounting Principles

2. Segment information

3. Total revenue

4, Flight expenses

5. Specification of numbers of passengers
6. Employee expenditures

7. Depreciation, amort. and impairments

8. Financial income

9. Financial expenses

10. Auditors remuneration

11. Income tax

12. Intangible assets

13. Tangible assets

14. Insurance value

15. Prepaid aircraft acqusitions

16. Investment in associates

17. Other shares

18. Inventories

19. Trade receivables

20. Prepayments

21. Other receivables

22. Other shares “available-for-sale”

23. Derivative financial instruments

24. Equity

25. Own shares

26. Revaluation reserve shares

27. Retained earnings

28. Deferred income and accruals

29. Non-current and current liabilities

30. Mortgaging and contingent liabilities etc.
31. Off-balance sheet items

32. Directors and Management and their holdings ofeshar
33 Remuneration of Board of Directors and Management
34. Management or board duties in other companies
35. Related parties

36. Cash and cash equivalents

37. Additional cash flow information

38. Financial risks and financial intruments
39. Financial intruments and fair values

40. Earnings per share

41. Dividend

42. Seasonality

43. Events after the End of the Financial Year
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Notes

1. Accounting Principles

Atlantic Airways P/F (the “Company”) is a limiteéability company incorporated and domiciled in Falslands.
The address of the Company’s registered officeti¥&gar Airport in Sgrvagur, Faroe Islands. Theaficial
statements of the Company as at December 31, 2@d foathe period January 1, to December 31, 2@i2pcise
the Company and the Company’s interests in asssciditlantic Airways is an airline company focused
passenger and cargo transportation and is formeldreé business divisions: Schedule Services, &h8ervices,
and Helicopter Services. The Schedule ServicesGihradter Services had 4 aircraft in service as ab8tember
2012, excluding aircraft leased out, supported By £mployees with the operational base at Vagarthén
Helicopter Services there were 2 helicopters iwviseras at 31 December 2012 supported by 11 pesithethe
operational base at Vagar. The Company is listethetNASDAQ OMX Iceland and NASDAQ OMX Copenhagen
stock exchanges. Vinnumalaradid (Ministry of Indysts the owner of 67% of the shares.

Basis of preparation

a. Statement of compliance

The annual report of Atlantic Airways P/F for therijpd 1 January — 31 December 2012 has been prejpare
accordance with International Financial Reportitgn8ards “IFRS”, as adopted by the EU, and in atanmce with
the guidelines for companies listed on the NASDAROIceland and NASDAQ OMX Copenhagen. In addition,
the annual report have been prepared in compliaiite IFRS notice issued pursuant to the FinanctateSnent
Act.

The annual report were approvedthg board of directors oRebruary 12, 2013. The board of directors can amend
the annual report after issue up until the Annuah&al Meeting on March 8, 2013.

b. Basis of measurement
The financial statements are prepared on the Ratocost basis except that derivative financiatinments are
stated at their fair value. The methods used tosareafair values are discussed further in note fage 64.

c. Functional and presentation currency
The financial statements have been prepared inshamona (DKK), which is the Company’s functionatency.

d. Use of estimates and judgements

The preparation of financial statements in confeymiith IFRSs requires management to make judgesnent
estimates and assumptions that affect the appmitaif accounting policies and the reported amoonhtassets,
liabilities, income and expenses. Actual resulty differ from these estimates.

Estimates and underlying assumptions are reviewedroongoing basis. Revisions to accounting estisnate
recognised in the period in which the estimateigsed and in any future periods affected.

Significant areas of estimation uncertainty andiaal judgements in applying accounting policieatthave the
most significant effect on the amount recognisethefinancial statements are: utilisation of tagses, provisions
and valuation of financial instruments.

Changes in accounting principles

The financial statement is presented in accordamitie the new and revised standards (IFRS/IAS) apd/ n
interpretations (IFRIC), which entered into forcéhweffect from the financial year 2012. The staidaand
interpretations are: Amendment to IFRS 7 Disclesur Transfers of Financial Assets, Amendment$RSI 1
Severe Hyperinflation and Removal of Fixed DatesHiost-Time Adopters and Amendments to IAS 12 dbefd
Tax: Recovery of Underlying Assets.

The adoption of the new and revised standardsmedpretations in the annual report has not lechnges in the
accounting policies and do not have an affect erfittancial statement of the company.

The company has not adopted new standards, changesdards or interpretations that are effeddifter year-end
2012, but can be early adopted. The impact ofchithe financial statement has not been evaluated.
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Significant accounting principles

a. Investment in associates

(i) Associates

Associates are those entities in which the Compesysignificant influence, but not control, ovee financial and
operating policies. Significant influence is pregahto exist when the Company holds between 20 argkEcent of
the voting power of another entity. Associatesareounted for using the equity method and arealhjtrecognised
at cost. The Company’s investment includes goodddhtified on acquisition, net of any accumulategairment

losses. The financial statements include the Cogipashare of the total recognised gains and loaseksequity

movements of associates on an equity accounted, Biamin the date that significant influence comnesnantil the

date that significant influence ceases. When thegzmy’s share of losses exceeds its interest iasanciate, the
Company’s carrying amount including any long-tenwestments is reduced to nil and recognition afhferr losses
is discontinued except to the extent that the Camypdaas an obligations or made payments on behathef
investee.

b. Foreign currency

(i) Foreign currency transactions

Transactions in foreign currencies are translatethé functional currency of the company at exclearages at the
dates of the transactions. Monetary assets anilitiebdenominated in foreign currencies at theorting date are
retranslated to the functional currency at the arge rate at that date. Foreign currency differerarésing on
retranslation are recognised in the income statemen

c. Financial instruments
Regular purchases and sales of financial assetseaognised on the trade-date — the date on wiiehgtoup
commits to purchase or sell the assets.

(i) Non-derivative financial instruments
Non-derivative financial instruments comprise ldegn receivables and deposits, trade and otheivedides, cash
and cash equivalents, loans and borrowings, ade tad other payables.

Non-derivative financial instruments are recognigeitially at fair value plus, for instruments nat fair value
through profit or loss, any directly attributablarisaction costs. Subsequent to initial recognition-derivative
financial instruments are measured at amortisetdusisg the effective interest method, less anyaiimmpent losses.

Cash and cash equivalents comprise cash balandeskeposits.
Accounting for finance income and expenses is dised later in note 1 on page 63.

All other non-derivative financial instruments ameasured at amortised cost using the effectiveastamethod,
less any impairment losses.

(ii) Derivative financial instruments

The Company holds derivative financial instrumetdshedge its foreign currency and fuel price expesu
Derivatives are recognised initially at fair val@tributable transaction costs are recognisedafitpr loss when
incurred. Subsequent to initial recognition, deties are measured at fair value, and changesithare accounted
for as described below. The Company holds no toadarivatives.

Trading derivatives are classified as a currenetass liability. The full fair value of a hegdingedvative is
classified as a non-current asset or liabilityhé# temaining maturity of the hedged item is moenth2 months and,
as a current asset or liability, if the maturitytbé hegded item is less than 12 months.

Cash flow hedges

Changes in the fair value of the derivative hedgimgtrument designated as a cash flow hedge amgmeszd
directly in equity to the extent that the hedgeffective. To the extent that the hedge is ineffegtchanges in fair
value are recognised in profit or loss.

If the hedging instrument no longer meets the Gatéor hedge accounting, expires or is sold, teateéd or
exercised, then hedge accounting is discontinuedpgctively. The cumulative gain or loss previouglgognised
in equity remains there until the forecast trarisacbccurs. When the hedged item is a non-finarasslet, the
amount recognised in equity is transferred to tn@ying amount of the asset when it is recognisedther cases
the amount recognised in equity is transferredraditpor loss in the same period that the hedgenhiaffects profit
or loss.
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Economic hedges

Hedge accounting is not applied to derivative imsients that economically hedge monetary assetdiatitities
denominated in foreign currencies. Changes in déivevilue of such derivatives are recognised irfijpon loss as
foreign currency gains and losses.

Other non-trading derivatives
When a derivative financial instrument is not héta trading, and is not designated in a qualifyingdge
relationship, all changes in its fair value areogrised immediately in profit or loss.

(i) Securities
Regular purchases and sales of financial assetseaognised on the trade-date — the date on wihiehgtoup
commits to purchase or sell the assets.

Securities are measured at fair value, which &ietl securities is the market price, and estimiedalue for non-
listed securities are calculated using generattpgaised valuation methods.

Other shares comprises shares, where the compéds/lass than 20% of the the voting power of anotimgity.

Changes in fair value are recognised directly initygwhen the shares are designated as”availabgsale” except
for impairment losses, which are recognised inimceme statement under financial items. Impairnaéritnancial
assets are discussed further in note 1 on page 61.

Available-for-sale financial assets are non-deiweat that are either designated in this categonyodrclassified in
any of the other categories.They are included imn-current assets unless the investment maturesaoagement
intends to dispose of in within 12 months of thd efthe reporting period.

Changes in the fair of securities classified aslabk for sale are recognised in other comprelvensicome.

When shares are realised, the accumulated valustadjent recognised directly in the equity willttensferred to
the financial items in the profit and loss accoentept.

(iiii) Share capital

Ordinary shares

Ordinary shares are classified as equity. Increatardsts directly attributable to the issue of pady shares are
recognised as a deduction from equity, net of anyeffects.

Repurchase of share capital

When share capital recognised as equity is repsechathe amount of the consideration paid, whictiuges

directly attributable costs, is recognised as audiédn from equity. Repurchased shares are cledsds treasury
shares and are presented as a deduction fromegpiétly. When treasury shares are sold or reissulesegiuently,
the amount received is recognised as an increasguiity.

d. Operating assets

(i) Recognition and measurement
Items of operating assets are measured at cosideasnulated depreciation and accumulated impatrioeses.

Cost includes expenditure that is directly attrétilé to the acquisition of the asset. The costetffcdnstructed
assets includes the cost of materials and diréotula any other costs directly attributable to gimg the assets to a
working condition for its intended use, and thets@$ dismantling and removing the items and résgothe site on
which they are located. Cost also may include feaesfrom equity of any gain or loss on qualifyingsh flow
hedges of foreign currency purchases of operatisgta. Purchased software that is integral touhetibnality of
the related equipment is capitalised as part dfafaipment.

When parts of an item of operating assets haveréifit useful lives, they are accounted for as s¢pdétems (major
components) of operating assets.

Gains and losses on disposal of an item of operatssets are determined by comparing the proceaasdisposal
with the carrying amount of operating assets aedr@cognised net within “other operating revenurethie income
statement.
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(i) Aircrafts, helicopters, flight equipment, hangar, offices and house

Aircrafts, helicopters and flight equipment, e.gceaft engines and aircraft spare parts, are medsat cost less
accumulated depreciation and accumulated impairfosses. When aircrafts are acquired the purchése s
divided between the aircraft itself and enginescrafts are depreciated over the estimated uséubd the relevant
aircraft until a residual value is met. Engines dapreciated according to flown cycles. When anirengs
overhauled the cost of the overhaul is capitalesed the remainder of the cost of the previous audrthat has not
already been depreciated, if there is any, is esgabim full.

(iif) Subsequent costs

The cost of replacing part of an item of operatiisgets is recognised in the carrying amount oftdm if it is
probable that the future economic benefits emboui¢d the item will flow to the Company and the to§the item
can be measured reliably. The carrying amounteféplaced part is derecognised. All other cogtiserognised in
the income statement as an expense as incurred.

(iv) Depreciation
Depreciation is recognised in profit or loss ontraight-line basis over the estimated useful lisé®ach item of
operating assets. The estimated useful lives octhirent and comparative periods are as follows:

Useful Residual
life Value
Aircrafts 5-15 years 0-5 million DKK
Helicopters 11-16 years 0
Spare parts 3-15 years 0
Operating equipment 3-10 years 0
Primary maintenance exp. 5-12 years 0
Hangar, buildings and land 5-30 years 0

Depreciation methods, useful lives and residualeslare reviewed at each reporting date.
Land is not depreciated.

New acquisitions with a cost not exceeding DKK P@.@ach are recognised in the income statemeheigdar of
acquisition.

e. Intangible assets

() Intangible assets

Intangible assets are measured at cost less acai@miubmortisation and accumulated impairment losses
Amortisation is recognised in the income statemamta straight-line basis over the estimated uskfyek as
follows:

Useful Residual
life Value
Software 3-5 years 0
Development expenditures 3 years 0

Development expenditures comprise pilot type ratiosts.

(if) Subsequent expenditure
Subsequent expenditure is capitalised only whémcieases the future economic benefits embodigbarspecific
asset to which it relates. All other expenditurexpensed as incurred.

f. Prepaid aircraft acquisitions
Prepaid aircraft acquisitions consist of pre-paytmem the Airbus aircraft, which entered the fiee¥arch 2012.
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g. Leased assets

Atlantic Airways has entered into finance and ofiegaleasing contracts. Leasing contracts whergdhmas of the

lease transfer substantially all the risks and fisnef the asset to Atlantic Airways are reportegifinance leases.
All other lease contracts are classified as opagdéases. All operating leases are not recogmirdtie Company’s
balance sheet.

h. Inventories

Goods for resale and supplies are measured abwer bf cost and net realisable value. The costwdntories is
based on first-in first-out principle and includ®genditure incurred in acquiring the inventoriebiinging them to
their existing location and condition. Net realigalbalue is the estimated selling price in the wmady course of
business, less the estimated costs of completidrselling expenses. Aircraft equipment is capigaliat the foreign
exchange rate ruling at the date of acquisition.

i. Trade receivables

Trade receivables are amounts due from customersné&chandise sold or services performed in thenaryg
course of business. If collection is expected ie gear or less (or in the normal operating cyclé¢hefbusiness if
longer), they are classified as current assetwmotlfthey are presented as non-current assets.

Trade receivables are recognised initially at faifue and subsequently measured at amortisedusosy the
effective interest method, less provision for innpaént.

j- Cash and cash equivalent

Cash and cash equivalent includes cash in handisdepheld at call with banks, other short-termhhjgliquid
investments with orginal maturities of three montihdess, and bank overdrafts. Bank overdraftsshmvn within
borrowings in current liabilities on the balancest

k. Assets held for sale

Assets held for sale comprise non-current assetsisposal groups held for sale. Disposal groupdafined as a
group of assets to be disposed of, by sale orwtkeytogether as a group in a single transactiohtlose liabilities
directly associated with the assets that will b@dsferred in the transaction.

Assets are classified as held for sale if managémmas decided to sell the asset or disposal grodptaken the
necessary steps to carry out the sale, such thatatrying amount will be recovered principallyahgh a sale
within 12 months in accordance with a formal plather than through continuing use.

Assets or disposal groups held for sale are measurthe lower of carrying amount or fair valueslessts to sell.
Assets are not depreciated or amortised from tke when they are reclassified as held for salealmpent losses
on initial recognition as held for sale and gainsl dosses on subsequent remeasurement at the ¢dwarrying
amount and fair value less costs to sell are résedrin the income statement in the items to witely relate.

Assets and liabilities are recognised separateflgarstatement of financial position.

If a sale is not completed as expected, the assdisposal group is reclassified to the items ia #statement of
financial position from which the asset or dispagadup was originally separated. This reclassificats made at
the carrying amount less any depreciation charpges would have been recognised if the asset hacheen
classified as held for sale.

[. Impairment

() Financial assets

A financial asset is assessed at each reportirg tdatletermine whether there is any objective exddehat it is
impaired. A financial asset is considered to beaimgal if objective evidence indicates that one orarevents have
had a negative effect on the estimated future flagls of that asset.

An impairment loss in respect of a financial asseasured at amortised cost is calculated as tfexatice between
its carrying amount, and the present value of #temated future cash flows discounted at the oalgeffective
interest rate.

Individually significant financial assets are tekfer impairment on an individual basis. The rermanfinancial
assets are assessed collectively in groups thaé smilar credit risk characteristics. All impaemt losses are
recognised in profit or loss.

An impairment loss is reversed if the reversal barrelated objectively to an event occurring affier impairment
loss was recognised. For financial assets measdi@ahortised cost, the reversal is recogniseddfitr loss.
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The Company assessess at the end of each repattether there is objective evidence that othertassgailable-
for-sale” is impaired. Other assets “availabledafe” is impaired and impairment losses are incuomy if there is
objective evidence of impairment as a result of onenore events that occurred after the initiabgggtion of the
asset (a ‘loss event’) and that loss event (or tsydras an impact on the estimated future cashsflofwother assets
“available-for-sale that can be reliably estimated.

(i) Non-financial assets

The carrying amounts of the Company’s non-finaneisgets other than inventories and deferred teetsasse
reviewed at each reporting date to determine whdtiere is any indication of impairment. If any Buadication
exists then the asset’s recoverable amount is atnFor intangible assets that have indefinieslior that are not
yet available for use, recoverable amount is egéthat each reporting date.

The recoverable amount of an asset or cash-gemgnatiit is the greater of its value in use anddts value less
costs to sell. In assessing value in use, the atgoifuture cash flows are discounted to theirgresalue using a
post-tax discount rate that reflects current madesessments of the time value of money and ths sisecific to
the asset.

An impairment loss is recognised if the carryingoamt of an asset or its cash-generating unit exceésastimated
recoverable amount. Impairment losses are recagjmisprofit or loss. Impairment losses recognisedeispect of
cash-generating units are allocated first to redneearrying amount of any goodwill allocatedhe tinits and then
to reduce the carrying amount of the other assetsa unit (group of units) on a pro rata basis.

An impairment loss in respect of goodwill is noteesed. In respect of other assets, impairmenésosscognised in
prior periods are assessed at each reporting datnf indications that the loss has decreasea donger exists.
An impairment loss is reversed if there has beelnamge in the estimates used to determine the eeslole amount.
An impairment loss is reversed only to the extéait the asset’s carrying amount does not exceedahging
amount that would have been determined, net ofedégdion or amortisation, if no impairment loss Hagken
recognised.

m. Provisions

A provision is recognised in the balance sheet vtherCompany has a present legal or constructiligadion as a
result of a past event, and it is probable thabatfiow of economic benefits will be required tdtkethe obligation.
Provisions are determined by discounting the exguefitture cash flows at a pre-tax rate that refleatrent market
assessments of the time value of money and the sigécific to the liability.

(i) Overhaul commitments relating to aircrafts unde operating lease

With respect to the Company’s operating lease ageets, where the Company has a commitment to niitite
aircraft, provision is made during the lease teomtle obligation based on estimated future coshajbr airframe
and certain engine maintenance checks by makingopppte charges to the income statement calculbted
reference to the number of hours or cycles opemdeidg the year.

Provisions are entered into the Balance Sheet annadg and other payables.

n. Deferred income
Sold unused tickets and other prepayments arergegsas deferred income in the balance sheet.

0. Borrowing costs

General and specific borrowing costs directly htttable to the acquisition, construction or produwcbdf qualifying
assets, which are assets that necessarily takbstastial period of time to get ready for intendes# or sale, are
added to the cost of those assets, until suchdsrtbe assets are substantially ready for thended use or sale.

Investment income earned on the temporary invedtroérspecific borrowings pending their expenditwe
qualifying assets is deducted from the borrowingtgeligible for capitalisation.

All other borrowing costs are recognised in profiloss in the period in which they are incurred.
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p. Operating income

(i) Transport revenue

Passenger ticket sales are not recognised as revemtil transportation has been provided. Sold neéble
documents not used within twelve months from thentinaf sale are recognised as revenue. Sold nat, nemn-
refundable documents are recognised as revenuemtwths after expected transport. Revenue from amailcargo
transportation is recognised in the income stat¢raétar transportation has been provided. Revesuadasured
exclusive of VAT and discounts.

(if) Aircraft and aircrew lease
Revenue from aircraft and aircrew lease is recaghis the income statement when the service hasfreided at
the end of each charter flight.

(iii) Other operating revenue
Revenue from other services rendered is recogiisthd income statement when the service has besided.

Gain on sale of operating assets is recognisékiincome statement after the risks and rewardsvagrship have
been transferred to the buyer.

g. Lease payments

(i) Operating lease payments

Payments made under operating leases are recogniegl income statement on a straight-line bages the term
of the lease.

r. Finance income and expenses

Finance income comprises interest income on fumekssied, dividend income, foreign currency gaing, @ains on
hedging instruments that are recognised in profibss. Interest income is recognised as it acdruesofit or loss,
using the effective interest method. Dividend ineoisirecognised in profit or loss on the date thatCompany’s
right to receive payment is established.

Finance expenses comprise interest expense onviing®) unwinding of the discount on provisions, eign
currency losses, impairment losses recognised mamdial assets, and losses on hedging instrumbatsate
recognised in profit or loss.

Foreign currency gains and losses are reportednat laasis.

S. Income tax
Income tax on the profit or loss for the year coisgs only deferred tax. Income tax expense is m@sed in profit
or loss except to the extent that it relates tm#teecognised directly in equity, in which casésitecognised in

equity.

Deferred tax is recognised using the balance she#tod, providing for temporary differences betwtencarrying
amounts of assets and liabilities for financialoimg purposes and the amounts used for taxativpgses. The
amount of deferred tax provided is based on theeo manner of realisation or settlement of thieyoay amount
of assets and liabilities, using tax rates enactexlibstantively enacted at the reporting date.

A deferred tax asset is recognised to the extettitlis probable that future taxable profits va# available against
which the temporary difference can be utilised. dbefd tax assets are reviewed at each reportirgy atad are
reduced to the extent that it is no longer probétim the related tax benefit will be realised.

t. Earnings per share

The Company presents basic and diluted earningssipgre (EPS) data for its ordinary shares. Basi€ kP
calculated by dividing the profit attributable todmary shareholders of the Company by the weiglategrage
number of ordinary shares outstanding during thar.yBiluted EPS is determined by adjusting the ipiaf loss
attributable to ordinary shareholders and the weijlaverage number of ordinary shares outstandinthé effects
of all dilutive potential ordinary shares.
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u. Segment reporting

A segment is a distinguishable component of the @ that is engaged in providing products or sewi
(business segments) and which is subject to rigklsrewards that are different from those of ottegnsents. The
Company’s primary format for segment reporting @sdd on business segments. The business segments ar
determined based on the Company’s management terdahreporting structure. The major revenue-eayaissets

of the Company are the aircraft and helicoptertfiee majority of which are registered in Fardanss. Since the
Company’s aircraft fleet is employed flexibly acsats route network, there is no suitable basiallwicating such
assets and related liabilities to geographical ssgm

Inter-segment pricing is determined on an arm'gtleibasis.

Segment results, assets and liabilities includastelirectly attributable to a segment as well as¢hthat can be
allocated on a reasonable basis. Unallocated itmmgprise mainly investments and related revenusscand
borrowings and related expenses, corporate assetsemd office expenses, and income tax assetiaildies.

Segment capital expenditure is the total cost mcliduring the period to acquire property, plard agquipment,
and intangible assets other than goodwill.

v. New standards and interpretations
All new standards, amendments to standards angpietations as adopted by the EU Commission tleakaown
to be effective for the year ended 31 December 2@1/2 been applied in preparing these annual report

Determination of fair values

A number of the Company’s accounting policies aimtldsures require the determination of fair valio, both
financial and non-financial assets and liabiliti€zir values have been determined for measurememiora
disclosure purposes based on the following methddsen applicable, further information about theuagstions
made in determining fair values is disclosed inrtbtes specific to that asset or liability.

(i) Derivatives

The fair value of forward exchange contracts isebdagn their listed market price, if available. Ifisted market
price is not available, then fair value is estindaby discounting the difference between the comtedcforward

price and the current forward price for the residuaturity of the contract using a risk-free in®reate based on
government bonds.

(i) Non-derivative financial liabilities

Fair value, which is determined for disclosure sgs, is calculated based on the present valugwfprincipal
and interest cash flows, discounted at the markiet of interest at the reporting date. In respédhe liability
component of convertible notes, the market ratefrest is determined by reference to similarilités that do
not have a conversion option.

Segment reporting

The segment information is presented in respeth@iCompany’s business segments, which are theapyibmasis
of segment reporting. The business segment regoftirmat reflects the Company’s management andriate
reporting structure and is divided into two segraehAircraft Services and Helicopter Services.

Inter-segment pricing is determined on an arm’gtleasis.

Segment results include items directly attributatea segment as well as those that can be albbaatea
reasonable basis.

Aircraft Services
This segment, which consists of the Schedule Sesvand Charter Services, had 4 aircraft in serakeat 31
December 2012, supported by 161 employees witbleeational base at Vagar.

Helicopter Services
In the Helicopter Services there were 2 helicopieiservice as at 31 December 2012 supported hyebple with
the operational base at Vagar.
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Notes

Ratios

The ratios have been computed in accordance withnmmendations from the Danish Society of Investment
Professionals (Den Danske Finansanalytikerforening)

Cash Flow Statement

The cash flow statement is prepared using the éntlimethod, showing cash flows from operating, $tinvg and
financing activities for the year as well as than® changes in cash flows and cash and cash deguisaat the
beginning and end of the year.

Cash flows from operating activities comprise prafss for the period, adjusted for non-cash ojegaitems,
income tax paid and changes in working capital.

Cash flows from investing activities comprise p@sh and sale of intangible assets, the additiondispbsal of
property, plant and equipment and other non-cumeséts.

Cash flows from financing activities comprise ficarg from and dividend paid to shareholders as waslithe
arrangement and repayment of long-term liabilitidger than provisions.

Cash at the beginning and end of the period commash and short-term investments with no sigmifipaice risk
which easily can be exchanged into cash.
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Notes

Aircraft Services Helicopter Services Total
(DKK 1,000) 2012 2011 2012 2011 2012 2011
Income statement
Net sales 437.835 407.460 63.468 28.062 501.303 435.523
Other income 0 115 0 0 0 115
Total revenue from external customers 437.835 407.575 63.468 28.062 501.303 435.638
Operating expenses 424.063 375.350 52.096 29.000 476.159404.349
Operating result 13.772 32.226 11.372 -937 25.145 31.288
Effects of associated companies - - - -17 310
Financial income 3.542 5.589 10 3.545 5.599
Financial expenses -10.649 -8.336 -909 -1.366 -11.557 7038.
Result before tax 6.666 29.479 10.467 -2.294 17.116 25.49
Income tax expense -3.081 -4.949
Profit 14.035 22.546
Balance sheet
Segment assets 448.077 329.480 51.577 52.205 499.654 381.685
Investment in associates - - - 479 496
Segment liabilities and equity 481.852 358.837 18.281 3.324 500.133 382.181
Cash flows
Cash flows from operating activities -47.042 62.284 .6D& 20.781 -30.439 83.065
Cash flows from investing activities -65.689 -57.903 5.507 58.478 -71.196 575
Cash flows from financing activities 104.729 -12.649 4.563 -53.563 100.167 -66.212
Other
Depreciations and amortisation 48.580 34.008 9.620 3.06 58.200 43.071
Geographical segments
Revenue comprises the following markets:
Faroe Islands Europe Total
2012 2011 2012 2011 2012 2011
Total revenue from external customers 254.969 263.219246.334 172.418 501.303 435.638
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Notes
3. Total revenue(DKK 1,000) 2012 2011
Passengertransport 313.426 301.238
Charter activity (fixed wing and rotor wing) 93.997 54.081
Cargo and mail 10.778 12.693
Other 43.303 41.314
SAR and Inter-Island services 39.800 26.195
Other income 0 115
Total 501.303 435.638

Major customer
There were non major customers in 2012 or 2011chvigpresents more
than 10% of the total revenue.

4. Flight expensegDKK 1,000) 2012 2011
Aircraft fuel -99.055 -81.831
Aircraft maintenance -24.550 -22.966
Passenger/aircraft charges -65.432 -53.278
Handling and catering costs -30.699 -22.182
Cancellations and diversions -10.879 -8.809
Other costs -90.428 -81.595
Total -321.043 -270.660
5. Specification of numbers of passengers: 2012 2011
Passengers fixed wing, scheduled services 208.329 193.450
Passengers fixed wing, ACMI/charter 48.489 61.664
Passangers fixedwing 256.818 255.114
Passengers by Helicopters 10.135 5.343
Total passengers 266.953 260.457
Block hours:

Aircraft, block hours, scheduled services 5.332 6.114
Aircraft, block hours, charter 1.823 2.075
Total aircraft block hours 7.156 8.189
Helicopters 1.162 624
Total airborne hours 8.318 8.813

Income owerseas:
Export value in DKK 246.334.024 172.418.101
Bxport value in % 50% 40%
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Notes

6. Employee expe nditure $DKK) 2012 2011
Wages and salaries -83.779.101 -76.889.750
Pensions -6.360.393 -6.653.360
BExpenses for social security -2.792.566 -2.835.491
Other employee expenditures -3.585.341 -3.583.878
Bonus -398.057 -655.430
Share-based payments 0 0
Total -96.915.457 -90.617.909
Salaries and compensations paid to Management aneBrd:
Management, Wages and salaries -2.220.836 2.082.780
Management, Pensions -300.842 -280.440
Management, Bonus -398.057 -655.430
Management, Share-based payments . .
Board, Wages and salaries -1.060.000 -920.000
Board, Bonus - -
Board, Share-based payments - -
Total -3.979.736 -3.938.650
Number of employees 172 166
7. Depreciation, amort. and impairme nts(DKK) 2012 2011
Amortisation of intangible assets -4.031.091 -2.705.350
Impairments of intangible assets 0 0
Depreciation of tangible assets -54.168.932 -40.365.652
Impairments of tangible assets 0 0
Depreciation of assets held for sale 0 0
Impairments of assets held for sale 0 0
Total depreciation, amortisation and impairments -58200.023 -43.071.002
8. Financial income(DKK) 2012 2011
Interest, cash, etc. 752.896 1.378.934
Dividends 0] 0]
Other interest income 141.618 178.419
Currency adjustments 2.650.560 4.041.633
Total 3.545.074 5.598.986
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Notes
9. Financial expense fDKK) 2012 2011
Interest on long termloans -7.133.158 -2.527.117
Other interest expenses -1.485.946 -1.627.444
Currency adjustments -2.938.383 -5.547.332
Total -11.557.487 -9.701.893
10. Auditors remuneration (DKK) 2012 2011
Audit -240.000 -240.000
Other services -207.700 -336.390
Total -447.700 -576.390
11. Income tax(DKK) 2012 2011
Taxes 0 -6.970.291
Changes in deferred taxes during the period -3.080.795 2.021.153
Total taxes -3.080.795 -4.949.138
Deferred taxes as of Jan 1st 27.891.438 28.314.121
Changes in deferred taxes during the period 3.080.795 -2.021.153
Taxes recognised in equity -2.106.943 1.598.470
Transferred to assets held for sale 0 0
Deferred tax at the end of the period 28.865.290 27.891.438
Taxes from net profit/loss for the period:
Calculated 18% taxof result before taxes 3.080.795 4.949.139
Dividend from other shares 0 0
Total 3.080.795 4.949.139
Effective tax percent 18% 18%
Provisions for deferred taxcomprises:
Intangible assets 1.148.193 732.422
Tangible assets 38.634.259 25.152.422
Other non-current assets 49.736 24.819
Receivables -63.000 -63.000
Derrivatives -62.168 2.044.775
Taxloss carried forward -10.841.730 0]
Total 28.865.290 27.891.438

There is no expiry date of tax loss carried forward
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Notes

Dewvelopment

2012 expenditures Software Total
Acquisition value as of Jan 1st 2.107.885 15.440.079 17.547.964
Additions during the year 2.476.645 1.756.399 4.233.044
Disposal during the period 0 0 0
Acquisition value as of December 31st 4.584.530 17.196.477 21.781.007
Amortisations as of Jan 1st 0 -11.371.069 -11.371.069
Amortisations during the year -1.420.533 -2.610.558 -4.031.091
Amortisations of disposal 0 0 0
Amortisations as of December 31st -1.420.533  -13.981.626 -15.402.159
Book value as at December 31st 2012 3.163.997 3.214.851 6.378.848
Dewvelopment
2011 expenditures Software Total
Acquisition value as of Jan 1st - 14.557.412 14.557.412
Additions during the year 2.107.885 1.305.143 3.413.028
Disposal during the year - -422.476 -422.476
Acquisition value as of December 31st 2.107.885 15.440.079 17.547.964
Amortisations as of Jan 1st - -9.088.195 -9.088.195
Amortisations during the year - -2.705.350 -2.705.350
Amortisations of disposal - 422.476 422.476
Amortisations as of December 31st - -11.371.069 -11.371.069
Book value as at December 31st 2011 2.107.885 4.069.010 6.176.895
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13. Tangible assetgDKk)
Hangar,
Aircraft and Operating buildings
2012 maintenance  Spare parts Equipment and land Total
Acquisition value as of Jan 1st 238.463.825 33.839.483 19.791.215 47.411.386 339.585.90
Additions during the year 252.954.342 3.988.713 5.124.217 0 262.067.272
Disposal during the year -7.919.440 -116.775 -1.422.087 0 -9.458.302
Transfer to/from assets held for sale 0 0 0 0] 0
g‘ig‘tj's't'on value as of December 483.498.728 37.711.420 23.493.344 47.411.386 592.184.87
Depreciations and write-downs as of 34 156 165 _22.394.850 -12.501.159  -10.602.275  -DBA@9
Jan 1st
Depreciations and write-downs -48.871.268 -1.425.457 -2.221.468 -1.650.739 -54.168.93
during the year
Depreciations and write-downs of 7.919.424 38.135 1.201.340 0 9.158.898
disposal
Transfer to/from assets held for sale 0 0 0 0] 0
Depreciations and write-down as of -180.080.009  -23.782.172 -13.521.287  -12.253.014  -ZEO4B3
December 31s
Egcl"f value as at December 31st 303.418.719 13.929.248 9.972.056 35.158.372 362.478.396
Z
Hangar,
Aircraft and Operating buildings
2011 maintenance  Spare parts Equipment and land Total
Acquisition value as of Jan 1st 233.932.901 39.396.732 19.844.781 47.214.671 340.389.08
Additions during the year 12.247.589 251.558 2.444.374 196.715 15.140.236
Disposal during the year -145.919.205 -5.808.807 -2.497.940 0  -154.225.952
Transfer to/from assets held for sale  138.202.540 0 0 0 138.202.540
';‘iq‘:'s'“o” value as of December 238.463.825 33.839.483 19.791.215 47.411.386 339.5095.90
S
Depreciations and write-downs as of 1) 555535 55 588.920 -12.483.019 8722112  -1562BB
Jan 1st
Depreciations and write-downs -35.319.597 -1.114.457 -2.051.435 -1.880.163 -40.365.65
during the year
Depreciations and write-downs of 82.566.436 1.308.528 2.033.296 0 85.908.260
disposal
Transfer to/from assets held for sale -74.849.771 0 0 0 -74.849.771
Depreciations and write-down as of -139.128.165  -22.394.850 -12.501.158  -10.602.275  -DBM@S
December 31st
Egcl"i value as at December 31st 99.335.661 11.444.632 7.290.057 36.809.111 154.879.461
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Insurance value Carrying amount

Aircraft and helicopters 561.000.000 317.347.967
Other equipment * 45.130.428
Total 362.478.396

*Replacement value

15. Prepaid aircraft acquistions

Prepaid aircraft acqusitions in the balance sheeat ®ecember 31, 2011 is for the purchase of arus A319 aircraft,

which was delivered in March 2012.

16. Investment in associate ®KK)

Investmentin

2012 associates*
Acquisition value as of Jan 1st 570.000
Additions during the year 0
Disposal during the year 0
Acquisition value as of December 31st 570.000
Revaluations and share of result as of Jan 1st -74.114
Revaluations during the year 0
Share of result acc. to the latest financial statgm -16.824
Additions during the year 0
Disposal during the year 0
Revaluations as of December 31st -90.938
Book value as at December 31st 2012 479.061

Investmentin

2011 associates*
Acquisition value as of Jan 1st 570.000
Additions during the year 0
Disposal during the year 0
Acquisition value as of December 31st 570.000
Revaluations and share of result as of Jan 1st -253.941
Revaluations during the year 0
Share of result acc. to the latest financial statgm 179.827
Additions during the year 0
Disposal during the year 0
Revaluations as of December 31st -74.114
Book value as at December 31st2011 495.886
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Summary of aggregate financial information for investments in associates

P/F Green Gate Incoming

P/F Gjaargardur Total

Domicile: Térshavn
Share capital:500.000 DKK
Company's portion49%

Assets
Equity
Liablities

Net profit
Company's portion

Equity
Net profit

1.319.861
640.353
679.508

-262.069

313.773
-128.414

Domicile: Gjogv
Share capital:1.200.000 DKK
Company's portion27%

Assets 10.178.871 11.498.732
Equity 612.179 1.252.532
Liablities 9.566.692 10.246.200
Net profit 413.297 151.228

Company's portion
Equity 165.288 479.061
Net profit 111.590 -16.824

*According to the latest financial statements.

17. Other share SDKK)

2012 Other shares
Acquisition value as of Jan 1st 1.137.791
Additions during the year 0
Disposal during the year 0
Acquisition value as of December 31st 1.137.791
Revaluations and share of result as of Jan 1st 0
Revaluations during the year 0
Share of result acc. to the latest financial stategm 0
Additions during the year 0
Disposal during the year 0
Revaluations as of December 31st 0
Book value as at December 31st 2012 1.137.791

2011 Other shares
Acquisition value as of Jan 1st 1.159.791
Additions during the year 0
Disposal during the year -22.000
Acquisition value as of December 31st 1.137.791
Revaluations and share of result as of Jan 1st 0
Revaluations during the year 0
Share of result acc. to the latest financial stateém 0
Additions during the year 0
Disposal during the year 0
Revaluations as of December 31st 0
Book value as at December 31st 2011 1.137.791
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18. Inventorie s (DKK) 2012 2011
Inventories 2.396.699 3.200.645
Inventories total 2.396.699 3.200.645
There was no reason for a write down of inventot{2811: the same)
19. Trade receivable §DKK) 2012 2011
Trade receivables 25.062.528 22.598.384
Write-downs of trade receivables -350.000 -350.000
Trade receivables total 24.712.528 22.248.384
20. Pre payme ntgDKK) 2012 2011
Prepaid rental expences 85.875 90.449
Other prepayments 2.226.631 2.669.248
Prepaymens total 2.312.506 2.759.697
21. Other receivable gDKK) 2012 2011
Deposit 1.620.205 818.558
Other receivables 270.317 1.129.056
Other receivables total 1.890.522 1.947.614
22. Other shares "available -for-salgDKKk) 2012 2011
Value as of Jan 1st 706.500 976.500
Additions during the year 0 0
Disposal during the year 0 0
Net gains/losses transfer to year 155.250 -270.000
Value as of December 31st 861.750 706.500
The category other shares "available-for-sale" a@mep of listed shares in
Atlantic Petroleum. The share are denominated it DK
23. Derivative financial instrume nts (DKK) 2012 2012 2011 2011

Assets Liabilities Assets Liabilities
Forward foreign exchange contracts - 726.88111.651.090 -
Fuel oil swap tranactions 381.503 - - 291.227
Derivatives total 381.503 726.881 11.651.090 291.227
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24. Equity

Share capital
The share capital amounting to DKK 103.500.000v&ldd in 1.035.000 shares of DKK 100. The sharesat divided in
different categories.

Share premium reserve
Share premium comprises premium on issue of shares.

Hedging reserve
The hedging reserve comprises the cumulative nahgd in the fair value of hedging transactions taalify for
recognition as a cash flow hedge and where thedtktignsaction has not been realised.

Revaluation reserve shares
Unrealised gains and losses arising from changdbeirfair value of financial assets classified wailable-for-sale are
recognised in equity as revaluation reserve shares.

Retained earnings
Retained earnings from the year and previous years.

Proposed dividend

Proposed dividends for the year is disclosed @&parate item under equity named: Proposed divideraposed dividends
are recognised as a liability when the proposeitidids are adopted at the annual general meeting.

25. Own shares

Number Nominal value % of Share capital

31.12.2012 31.12.2011 31.12.2012 31.12.2011 31.12.2012 31.12.2011
1.Jan 12 11111 11.111 1.111.100 1.111.100 1% 1%
Addition 0 0 0 0 0% 0%
Disposal 0 0 0 0 0% 0%
31-des-12 11111 112121 1.111.100 1.111.100 1% 1%
26. Revaluation reserve share®KK) 2012 2011
Reserve as of Jan 1st 234.000 504.000
Adjustment for the year 155.250 -270.000
Revaluations 0] 0]
Reserve at the end of the year 389.250 234.000
27. Retained eaminggDKK) 2012 2011
Retained earnings opening 106.076.839 90.450.248
+ Dividend own shares 75.147 80.514
+ Net profit 14.034.734 22.546.076
- proposed dividend -4.000.000 -7.000.000
Total 116.186.720 106.076.838
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28. Defermred income and accrualgdKk) 2012 2011
Deferred income, tickets 24.513.568 18.517.876
Holiday allowances 4.803.272 4.762.580
Deposit 3.112.505 2.585.520
Accruals 6.496.871 1.166.216
Total 38.926.216 27.032.192
29. Non-current and current liabilities (DKK)
Due for
Liab. Dec. 31st Shorttermliab. payment after LiabDec. 31st
2012 0-1 year 5 years 2011
Mortgage loans 154.051.251 18.382.500 76.000.00046.884.416
Provision for deferred taxes 28.865.290 0 0 27.891.438
Trade payables 30.270.915 30.270.915 023.485.380
Current income tax liabilities 0] 0 0 6.970.291
Deferred income and accruals 38.926.216 38.926.216 @7.032.192
Derivatives 726.881 726.881 0 291.227
Total non-current and current liab. 252.840.553 88.306.512 76.000.000132.554.944
Specified as follows:
Current liabilities 88.306.51. 68.161.590
Non-current liabilities 164.534.041 64.393.354

The company has not had any defaults of principtdrest or other breaches with respect to thafnilities during the
period (2011: the same).

30. Mortgaging and contingent liabilities etc.
Aircraft with a book value as at 31 December 20flRKK 304 million are mortgaged.

The company is obligated to pay a sum of DKK 5.4iom a year until 30 September 2013 for the leaisene Avro RJ-85
aircraft. The leasing rate in 2013 is amountin@KK 4.0 million.

The company is obligated to pay a sum of 165,00D P& month from May 2013 until 31 August 2016 tiee lease of
one A319 aircratft.

Annual Report 2012 Page76



3 ATLANTIC AIRWAYS

Notes

31. Off-balance sheet items

Leases as lessee

As a lessee the company has in place two operis@asg agreements on two aircraft at the end of Mbee2012. Lease
payment for the financial year 2012 amounted ta5. 384 DKK. The lease payment is included in thghtis expenses in
the income statement. At the end of December 204 Zetases are payable as follows:

Total aircraft (DKK) 2012 2011
No later than 1 year 11.539.028 5.368.704
1-5years 30.050.001 4.026.528
Later than 5 years 0 0
Total 41.589.029 9.395.232

Leases as lessor

At year-end 2012 the company has as a lessor leageth aircraft on a lease (operating lease) @selagreement. Lessee
income for the financial year 2012 amounted to 2.8633 DKK. The lease payment is included in reecimthe income
statement. Contracted lease at year end werelag/$ol

Total aircraft (DKK) 2012 2011
No later than 1 year 1.450.732 2.929.153
1-5years 0 1.464.576
Later than 5 years 0 0
Total 1.450.732 4.393.729

32. Directors and Management at year-end 2012 anbdir related parties holdings of shares i
P/F Atlantic Airways

Board of Directors Position Number of shares Relatedgties nominal value
Bjarni A. Bjarnason* Chairman 0 0 0
Kaj Johannesen* Deputy Chairman 0 0 0
Jens W. Willumsen* Boardmember 0 0 0]
Tezz Tordsdotter Ohlsson Boardmember 0 0 0
Ingi S. Joensen Boardmember 197 0] 19.700
Olaf S. Poulsen Boardmember 383 0 38.300
Total 580 0 58.000
Management

Magni Arge CEO 0 5.747 574.700
Marius Davidsen CFO 1.450 0 145.000
Joen Remmer COO 0 0 0
Total 1.450 5.747 719.700

*Kaj Johannesen has been appointed as Chairmam hslanuary 2013 and Jens W. Willumsen as Depuir@ian.
Bjarni A. Bjarnason has been appointed as the peentesecretary of Ministry of Finance in Faroensdsand will resign
from his position as Board member in Atlantic AiggaHe remains on the board until the next Annuathéal Meeting.
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33. Remuneration of Board of Directors and Manage na (DKK)

Board of Directors 2012 2011
Bjarni A. Bjarnason (Joined the Board 23 April 2009 Fixed salary 260.000 240.000
Kaj Johannesen (Joined the Board 23 April 2009) ixedrsalary 240.000 195.000
Jens Wittrup Willumsen (Joined the Board 23 A[02) Fixed salary 140.000 125.000
Tezz Tordsdotter Ohlsson (Joined the Board 25 Maedio) Fxed salary 140.000 120.000
Ingi S. Joensen (Joined the Board in 2006) ixed=salary 140.000 120.000
Olaf S. Poulsen (Joined the Board 29 October 2010) ixed Balary 140.000 120.000
Total 1.060.000 920.000
Management
Magni Arge Fixed salary 1.157.100 1.157.100
Pensions 171.000 171.000
Bonus 230.834 393.258
Marius Davidsen Fixed salary 925.680 925.680
Pensions 109.440 109.440
Bonus 167.223 262.172
Joen Remmer (From November 2012) Fixed salary 138.056 -
Pensions 20.402 -
Bonus - -
Total 2.919.736  3.018.650
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34. Management or board duties in other companiesylBoard of Directors and Management

Board of Directors Position

Management or board duties

Bjarni A. Bjarnason

GreenSteam Sp/f

Chairman (Until 31 December 2P12

Member of the board

Kaj Johannesen

The Faroese Tax Tribunal

Deputy Chairman (Chairman from lalgn2013)

Member of the board

Jens Wittrup Willumsen

Air Greenland A/S
Mediehuset Ingenigren A/S
Index: Design to improve life
Visit Denmark

Aqualife A/S (NASDAQ OMX)
SKAKO A/S (NASDAQ OMX)
Charlotte Sparre A/S

Dansk Danse Teater

Copenhagen Wine A/S

Boardmember (Deputy Chairrfram 1 January 2013)

Chairman of the board
Chairman of the board
Chairman of the board

Chairman of the board

Chairman of the board

Member of the board
Member of the board
Member of the board

Member of the board

Tezz Tordsdotter Ohlsson Boardmember

Svenska Direktflyg AB
Direktflyg NUF
Direktflyg AS
Flygtorget AB 2012

CEO
CEO
CEO
Member of the board

Ingi S. Joensen Boardmember
Spf. Sam CEO
Spf. Plys Member of the board
Olaf S. Poulsen Boardmember None
Executive Management
Magni Arge CEO

Eurest Fogroyar P/F

Faroese Employers' Association
Danish Airlines Association
Green Gate Incoming P/F
Faroe Island Tourist Board

Utferair P/F

Chairman of the board
Member of the board
Member of the board
Member of the board
Member of the board

Member of the board

Marius Davidsen CFO

None

Joen Remmer COO

None
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35. Related parties
Control: Basis of influence
Vinnumalaradid (Ministry of Industry), Tinganes 01D6rshavn Majority shareholder

Significant influence:

The Company has in 2012 provided helicopter sesvioghe Faroese Ministry of
Industry amounted to DKK 10.1 million (2011: DKK28nillion) and to the Faroese
Ministry of Fisheries amounted to DKK 26.0 millig2011: DKK 17.4 million). The
Company has not granted loans, provided secugtgurse guarantee or guarantee
obligations to the principal shareholder.

All transactions are priced on an arm's lengthdasi

The Company has not traded with, granted loansjiged security, recourse guarantee
or guarantee obligations to the Board of Directthre,Board of Executives or to non-
group enterprises in which the parties concernednaerested.

Associated company's

P/F Green Gate Incoming (Note 16)
P/F Gjaargardur (Note 16)

The Company has not been involved in trade of padr importance with associated
companies. The Company has not granted loans,qed\decurity, recourse guarante
guarantee obligations to the associated companies

Transactions with associates are priced on an &mgh basis.

36. Cash and cash equivale nt®KK) 2012 2011
Cash and cash equivalents 97.103.709 98.572.270
Total 97.103.709 98.572.270
37. Additional cash flow information (DKK) 2012 2011
Interest paid -8.619.104 -4.154.561
Tax paid 0 0
Interests received 894.514 1.557.353
Total -7.724.590 -2.597.208
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38. Financial risks and financial instruments

Due to its operation, investments and financing, tbmpany is exposed to a number of financial risiduding market
risks (currency, interest rate and price riskddrrisks and liquidity risks.

It is company policy not to speculate actively imahcial risks. The financial management of the pany is thus solely
aimed at managing and reducing the financial ribks$ are a direct result of the company’s operatigmvestments and
financing. The board of directors and managementirwagally monitors the financial risks and risk ragement.

Foreign exchange risks
The company is exposed to foreign exchange ratedufitions, especially changes between DKK and UGSapital
expenditure on aircraft, fuel, aircraft and helimrgnsurance, and maintenance expenditure areyriaitUSD. Operating
revenue is mainly in DKK.

The company continually evaluates the exposuradbange rate fluctuations.

The company has at present several currency heigescompany continually monitors these hedgesogtithises them
relative to economic conditions.

Approximately 64% of the estimated payments in USR013 have been hedged, mainly to a fixed exohaatg. In 2012
were 23% of the payments in USD hedged using fiaéek.

A hypothetical effect on profit/loss for the yeardaequity due to fairly probable exposure to exgfearates is illustrated

below.
Nominal position Exposure

Cash and Financial Derivative Total Probable Effect on Effect on

cash liabilities financial change in  profit/loss equity

equivalents (excl. instruments exchange after tax for

and derivative rate the year

receivables financial
2012
USD/DKK 9.751.135 5.139.788 -334.188 4.945.534 10% 406.53 405.534
EUR/DKK 528.241 8.647.836 0 -8.119.595 10% -665.807 -665.8
GBP/DKK 1.014.393 2.637.394 0 -1.623.001 10% -133.086 433
NOK/DKK 1.288.177 994.283 0] 293.894 10% 24.099 24.099
SEK/DKK 150.145 2.158 0 147.987 10% 12.135 12.135
ISK/DKK 0 62.795 (0] -62.795 10% -5.149 -5.149
CHF/DKK 0 56.020 0] -56.020 10% -4.594 -4.594

12.732.091 17.540.275 -334.188 -4.473.996
2011
USD/DKK 874.195 8.025.662 10.991.804 -18.143.271 10% 817248 -1.487.748
EUR/DKK 6.891.174 3.391.106 0] 3.500.068 10% 287.006 28r.00
GBP/DKK 4.242.075 621.095 0 3.620.980 10% 296.920 296.920
NOK/DKK 2.984.292 582.134 0] 2.402.158 10% 196.977 196.977
SEK/DKK 0 38.287 0] -38.287 10% -3.140 -3.140
ISK/DKK 0 158.780 0 -158.780 10% -13.020 -13.020
CHF/DKK 0 60.423 0] -60.423 10% -4.955 -4.955
14.991.737 12.877.487 10.991.804 -8.877.554

The figures only indicate the currency exposuréhatbalance sheet date which is not considereeéseptative for the
entire exposure due to seasonality.
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A negative change in exchange rates will have aesponding positive effect on profit/loss and egddr the year. A
significant assumption for the sensitivity analyisishat the indicated sensitivities are basedmarhanged sales levels, cost
structure, price levels and interest rate levels.

Fuel price risk
One of the company’s most significant operatingsds jet fuel. Historically, there have been siigaint changes in fuel
prices. Therefore, the company has a significapbsure to fluctuations in the price of fuel.

A part of the fuel price increases are being reedupy levying surcharges on passengers. The compaingains a policy
of hedging up to 60% of estimated fuel consumpiibdSD on scheduled services and up to 100% ofdarsumption on
contracted charter flights. The company has hedggioximately 42 % of estimated fuel costs in USDZ012 against
price changes. At the end of 2012, approximate® 41 the year’s total fuel consumption was hedged.

Below, a hypothetical effect on profit/loss for thear due to fairly probable changes in fuel prisedlustrated. Equity is
affected to the same extent as the effect on Hosf# for the year after tax. A negative changéual prices will have a
corresponding positive effect on profit/loss andiggfor the year. A significant assumption for thensitivity analysis is
that the indicated sensitivities are based on umgha sales levels, cost structure and interestaagds.

Increase in fuel Effect on profit Effect on profit
prices before tax 2012 before tax2011
Million DKK
Fuel prices 10% -8,2 -6,6

Interest rate risk

The company is exposed to interest rate risks tiranvestments and financing. The intension of itlierest rate risk
management is to limit the negative effects ofrederate fluctuation on the earnings and optirtliseratios between fixed
and floating interest rate and the duration ofredgébearing liabilities.

The breakdown of the company’s cash and equivakemdsinterest-bearing debt by floating interest imtd fixed interest
rate, respectively, is specified as follows.

2012 2011
(DKK 1.000) Floating interest rateFIXEd Total Floating interest rateFIXed Total

Interest rate Interest rate

Cash and cash equivalents 97.104 97.104 98.572 98.572

Loans 26.646 127.405 154.051 34.094 12.791 46.884

An increase in interest rate levels of 1% per anwompared with the actual interest rates of the yemauld other things
being equal have had a hypothetical negative effiedhe profit/loss for the year after tax and ggat year-end of DKK
0.3 million compared to DKK 0.3 million the previoyear.

A significant assumption for the above sensitidtalysis is that the indicated sensitivities arsebdaon unchanged sales
and cost structure, price levels and exchangdeatds.

Liquidity risks
The company aims to maintain sufficient reservesash and cash equivalents in order to meet ity requirements.

The company’s liquidity as at 31th December 2012 WK 97 million compared to DKK 99 million as oflth
December 2011.
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Cash and cash equivalents primarily comprise sieont- bank deposits. Bank deposits carry interet. H6-1.5% per
annum. The liquidity is affected be seasonal flatians.

The company’s equity is high in proportion to tosaisets. The equity ratio was 49% at year-end cadp® 65% the

previous year.

The contractual maturities of financial liabilitigacluding estimated interest payments and paysnaeioff-balance sheet

items are illustrated below.

2012
Carrying Contractual
(DKK 1.000) amount cash flows 0-1 years 1-3 years 3-5 years > 5 years
Trade payables 30.271 30.271 30.271
Loans 154.051 196.773 26.329 47.145 31.423 91.876
Derivatives 727 727 727
Off balance sheet liabilities
Operating lease payments 0 41.589 11.539 22.538 7.513 0
Total 185.049 269.360 68.866 69.683 38.935 91.876
2011
Carrying Contractual
(DKK 1.000) amount cash flows 0-1 years 1-3 years 3-5 years > 5 years
Trade payables 23.485 23.485 23.485
Loans 46.884 52.658 12.528 23.628 15.720 781
Derivatives 291 291 291
Off balance sheet liabilities
Operating lease payments 0 9.395 5.369 4.027 0 0
Pre-delivery payments 0 147.575 147.575 0 0 0
Total 70.661 233.404 189.248 27.655 15.720 781

The analysis is based on all undiscounted cashsflamcluding estimated interest payments. IntepEstments are

estimated based on current market conditions.
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Credit risks

The company is exposed to credit risks througlogisrations, primarily attributable to trade recéles. The company
monitors on an on-going basis the credit risks syp® from all large customers. Credit risks managenis based on
internal credit limits. A considerable part of tbempany’s current receivables are distributed onyramall customers.
Historically the company has had relatively smafises due to customers’ non-payment. The compamgiémum credit
risks are reflected in the carrying amounts ofitltévidual assets included in the balance sheethstow:

2012 2011
Trade receivable 24.712.528 22.248.384
Other shares "available-for-sa 861.750 706.500
Cash and cash equivalents 97.103.709 98.572.270
Total 122.677.987 121.527.153
The aging of trade receivables at 31th Decemberasdsllows:
Impairment losses Gross  Impairment Gross I mpairment
2012 2012 2011 2011
Not past due 15.428.510 0 11.957.166 0
Past due 0-30 days 6.109.077 0 3.439.638 1.092
Past due 31-120 days 1.240.257 0 2.301.128 11.086
Past due 121-365 days 1.438.338 0  4.200.786 109.387
More than one year 846.346 350.000 1.345.009 228.434
Imperial losses total 25.062.528 350.000 23.243.727 350.000

The movement in the allowance for impairment irpees of trade receivables during the year was lésafs:

2012 2011
Impairment 1 January 350.000 300.000
Impairment loss recognised in the period 0 50.000
Impairment 31th December 350.000 350.000

Based on historical default rates, the Companyebet that no impairment allowance is necessarespact of trade
receivables not past due or past due by 30 days.

The allowance account in respect of trade recedgisl used to record impairment losses unless tinep@ny is satisfied
that no recovery of the amount owing is possibtethat point the amount is considered irrecoveralnle is written off
against the financial asset directly.

The impairment loss of receivable is included ight expenses in the income statement.

Hedge accounting
The company applies a number of derivative findnicistruments for hedging of financial risks. Thengany applies
financial instruments for hedging of future casiwi in connection with purchases in foreign curieneand jet fuel.

Capital management
The Board’s policy is to maintain a strong caplitate so as to sustain future development of thedss

The Board seeks to maintain a balance betweenigherreturns that might be possible with higheels of borrowings
and the advantages and security afforded by a scaywithl position.

The company monitors capital on the basis of treigg ratio. This ratio is calculated as net dabideéd by total capital.
Net debt is calculated as total mortgage loan$aens in the balance sheet less cash and cash &qsarotal capital is
calculated as “equity” as shown in the balance tgbkes net debt.
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Notes

The gearing ratios at 31 December 2012 and 201é& agfollows:

(DKK) 2012 2011

M ortgage loans 154.051.251 46.884.416

- Cash and cash equivalents -97.103.709 -98.572.270
Net debt 56.947.541 -51.687.854
Total equity 247.292.760 249.625.927
Total capital 304.240.301 197.938.073
Gearing ratio 19% -26%

39. Financial instruments and fair values

The fair values of financial assets and liabilitiegyether with carrying amounts shown in the beadesheet, are as follows:

2012 2012 2011 2011
DKK. 1000 Carrying Fair value Carrying Fair value
( : ) amount amount
Trade receivables 24.713 24.713 22.248 22.248
Other shares "available-for-sale™ 862 862 707 707
Derivatives 382 382 11.651 11.651
Cash and cash equivalents 97.104 97.104 98.572 98.572
Total Assets 123.059 123.059 133.178 133.178
Mortgage loans 154.051 154.051 46.884 46.884
Trade payables 30.271 30.271 23.485 23.485
Derivatives 727 727 291 291
Total Liabilities 185.049 185.049 70.661 70.661

All fair value of financial assets and liabilitiase measures at level 1.

40. Eamings per shareDKKk) 2012 2011
Net Profit/Loss for the year 14.034.734 22.546.076
Number of shares 1.035.000 1.035.000
Number of own shares 11.111 11.111
Total (Excluding own shares) 1.023.889 1.023.889
Earnings per share (DKK) (EPS) 13,71 22,02
Diluted earnings per share (DKK) (EPS-D) 13,71 22,02

The calculation of earnings per share is basedhemprofit after tax and on the weighted averagebmmof shares in issue
during the period.

Annual Report 2012 Page85



3 ATLANTIC AIRWAYS

Notes
41. Dividend

The board proposes for approval at the Annual Gédeeting that a dividend of DKK 4 million is paid shareholders
(3,86473 DKK per share). The Annual General Meetindl7 April 2012 agreed on the proposal of therBad Directors
to pay the company'’s shareholders a dividend of DK&million (6.763285 DKK per share). The dividemds paid on 27

April 2012.

The company has not received divident from assegiabmpanies and other shares in 2012 (2011: the)sa

42. Seasonality

The airline industry is highly seasonal. Revenwenfischeduled services are normally higher in tire tfuarter and lower
in first and fourth quarter due to significanthgher demand during the summer. A breakdown of tmpany’s income

statement during five quarters is specified below.

Q4 2012 Q32012 Q22012 Q12012 Q42011

INCOME STATEMENT (DKK 1,000)

Total Revenue 115.825 170.764 122.804 91.910 98.443
Flight expenses -75.932 -107.181 -73.763 -62.712 -62.761
Employee expenditures -24.944 -26.816 -24.368 -22.161 -23.258
Result before depr., amort. and impairm. (EBITDA) 14949 36.767 24.673 7.037 12.425
Depreciations, amortisations and impairment -15.766 16.365 -15.398 -10.752 -12.013
Result before financial items (EBIT) -817 20.402 9.275 -3.715 412
Net financial items -1.851 -2.269 -2.357 -1.535 -305
Share of p/l of ass. companies 0 0 -17 0 0
Result before tax (EBT) -2.668 18.133 6.901 -5.250 107
Tax 480 -3.264 -1.242 945 -19
Profit -2.188 14.869 5.659 -4.305 88

43. Events after the End of the Financial Year

There have been no events from the balance sheeudtl today that might affect the true and fagw of the annual
report.
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Stock Exchange Announcement

The company has sent the following announcemerttset&tock Exchange in the financial year 20120up2 February
2013. Please refer toww.atlantic.foon where the announcements can be read in {uii.

2012
Date Headline
08-03-2012 Annual Report 2011
26-03-2012 Annual General Meeting
17-04-2012 Result of Annual General meeting
17-04-2012 Constitution of the Board of Directors
16-05-2012 1 Quarter Report 2012
03-08-2012 Half-Year Report 2012
25-10-2012 Chairman of the Board will resign from his positias Board member
01-11-2012 1-3 Quarter Report 2012
02-11-2012 Atlantic Airways appoints Chief Operating Offic&2QO)
20-11-2012 Atlantic Airways signs contract with Atlantis Rejse
14-12-2012 Financial Calendar 2013
14-12-2012 Atlantic Airways appoints new Chairman of the Board
14-12-2012 Members of Nomination Committee of Atlantic Airway&F appointed
28-12-2012 Atlantic Airways to provide wet lease service inilEh
2013
Date Headline

none
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Definitions

ACMI
Leasing ofAircraft, Crew, Maintenance antihnsurance. The lessee has to bear a significanbpasf direct costs
related to the charter — hereunder fuel cost anbgifees.

Airborne hours
Number of flown hours.

ASK: Available seat kilometres
The total number of seats available for passengetsplied by the number of kilometers which theg 8own.

Block hours
Refers to the time the aircraft leaves the depawgate until it arrives at the destination gate.

C-checks
Heavier maintenance checks.

Current ratio (%)
Total current assets, end of period divided byl tutarent liabilities.

EBT
Earnings before tax.

EBIT
Earnings before interest and tax.

EBITDAR
Operating income before interest, tax, depreciatiamortizations and leasing cost.

EBITDAR margin
Earnings before interest, tax, depreciations, draiivns and leasing cost as a percentage of revenu

EBITDA
Operating income before interest, tax, depreciatenmd amortizations.

ETS
EU Emissions Trading Scheme

Great Circle Distance
The shortest distance between any two points osulface of the Earth in kilometer

Load factor

RPK divided by ASK. Describes the utilisation oéthvailable seats.
Minima

Aerodrome operating minima

Return on equity (%)
Profit/loss after tax, end of period divided by mge equity.

Return on investment (%)
Profit/loss before financial items divided by tosaisets.

RPK: Revenue Passenger Kilometres
Number of paying passengers multiplied by the distathey are flown in kilometers.

Sale of Block hours
ACMI/Charter hours (non-scheduled flights)

Solvency ratio (%)
Equity, end of period divided by total assets.

The ratios have been computed in accordance wittintmendations from the Danish Society of InvestrRenfessionals
(Den Danske Finansanalytikerforening).
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