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Endorsement and Statement by the Board of Directors and the CEQ

Eik fasteignafélag hf. is an Icelandic limited liability com-
pany. The Group consists of the parent company, Eik
fasteignafélag hf., along with subsidiaries which all are
100% owned by the parent company. The Group's oper-
ations are ownership, rental and operations of business
premises and ownership of hotel operations.

Operations

The financial statements include the consolidated finan-
cial statements of Eik fasteignafélag hf. and subsidiaries.
The Group’s income amounted to ISK 8,345 million in
the year 2020 compared to ISK 8,656 million in the year
2019. The Group's operating profit before changes in
value, gain on sale and depreciation amounted to ISK
5,038 million in the year 2020 compared to ISK 5,562
million in the previous year. Changes in value of invest-
ment properties amounted to ISK 594 million and gain
on sale of investment properties amounted to ISK 152
million. According to the Group’s statement of compre-
hensive income total profit for the year amounted to ISK
693 million. Net cash provided by operating activities
amounted to ISK 1,858 million according to the Group'’s
statement of cash flow.

Information on risk relating to the Group’s financial in-
struments is in note 24. Operational risk is discussed in
note 25.

Financial position

Total assets of the Group amounted to ISK 106,050 mil-
lion at year end 2020 according to the statement of fi-
nancial  position, whereof investment properties
amounted to ISK 98,404 million, assets for own use ISK
3,789 million and cash and cash equivalents ISK 1,922
million. The Group’s equity at year end 2020 amounted
to I1SK 33,200 million, whereof share capital amounted
to ISK 3,415 million. Interest bearing liabilities amounted
to ISK 62,001 million at year end, whereof ISK 1,501 were
recognised among short-term liabilities. The Company
had undrawn bank credit facilities in the amount of ISK
1,560 million at year end and unpledged properties with
a book value of ISK 6,300 million. The Company paid ISK
20,260 million during the year as instalments and repay-
ments of loans and the Company’s interest terms have
never been better. Landfestar, a subsidiary of Eik
fasteignafélag, repaid the bond class LF 14 1 during the
year. Concurrently a new bond class was issued, EIK
141233, along with obtaining new bank loans. Bonds
were sold for the nominal amount of ISK 6,500 million in
this class. EIK 050726 was increased three times during
the year and the total value of the class amounted to the
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nominal value of ISK 5,880 million at year end. EIK
050749 was increased once and the nominal value of
the class was ISK 6,500 million at year end. The Compa-
ny’'s weighted indexed interest rates were 3.15% at year
end and weighted unindexed interest rates were 2.9%.
The Group’s equity ratio was 31.3% at year end.

The Board of Directors’ policy is for the Company to pay
the shareholders around 35% of cash provided by oper-
ating activities less the amount used for repurchasing of
own shares until notification of annual general meeting.
The Board of Directors proposes to the shareholders
meeting a dividend payment to shareholders corre-
sponding to around 35% of cash provided by operating
activities, or ISK 650 million.

CoviD-19

Ever since the pandemic first started affecting the oper-
ations of the Company’'s tenants, the Company has
strived to assist the tenants. The Company initiated a
marketing campaign in cooperation with restaurants
and Hotel 1919 at the beginning of the pandemic, in ad-
dition to that Deloitte was engaged to assist tenants.
Deloitte’s role was mainly intended to assist tenants in
need in order to manage better planning and utilisation
of governmental assistance and going forward provid-
ing the Company with advisory services.

The Company put great emphasis on welfare, health
and working environment of employees during the pan-
demic. The Company utilised an unleased property in
Kopavogur for a second office, ensured that employees
had acceptable working facilities at home and increased
cleaning and disinfection in the Company’s properties.

Economic effects of COVID-19 on the Company’'s in-
come statement can mainly be seen in impairment of
receivables, operating loss of Hotel 1919 and decrease
rentals. The Company estimates that the pandemic neg-
atively affected EBITDA by more than ISK 655 million for
the year 2020. Impairment of receivables amounted to
ISK 375 million in excess of original forecast, results of
Hétel 1919 were ISK 230 million worse than original fore-
cast and reduction in rentals was around ISK 50 million.
The Company forecasts that the effect of the pandemic
on the Company’s operations will be significant during
the entire year 2021, since there is still uncertainty re-
garding the effect of COVID-19 on the Icelandic econo-
my.

Management does not doubt the Company’s ability to
continue as a going concern and the Company is well

prepared to face uncertain external circumstances. Fur-
ther information on the effect of the pandemic on the
Company is in notes 4, 24 and 25.

Share capital

Listed share capital at year end amounted to ISK 3,424
million. The entire share capital is of the same class and
all shares are entitled to the same rights. The Company
holds ISK 8.8 million of own shares.

At year end the Company's share capital was divided
between 451 shareholders (ID numbers), but sharehold-
ers were 420 at the beginning of the year.

The 10 largest shareholders of the Company at year end
2020 according to the Company’s shareholder registry
were:

Brimgardar ehf ... . 12,5%*
Lifeyrissjodur verslunarmanna 8,9%
ArON BANKI N 8,6%
Almenni lifeyrissjOOUNNN..........coo.oorveeeeeeeeceeeee e 8,0%
Gildi - feYriSSJOOU ... 7,9%
Lifsverk [ifeyrissjOOUr ... 5,3%
Birta lifeyrissjOOUN . ........oovvoeeeeeeeeeeeeeeeeee 51%
Stapi feYrSSJOOUN ... 4,7%
Bru Lifeyrissjodur starfsmanna sveitarfélaga..................... 41%
Lifeyrissjodur starfsmanna rikisins A-deild............cccooccooevv..... 3,5%

At the Annual General Meeting on 10 June 2020 a reso-
lution was made to deviate from the Board of Director’s
dividend policy and not pay dividend to shareholders
due to uncertainties relating to the effect of COVID-19
on the Company’s operations.

On 12 March 2020 the Company enacted a share repur-
chase plan where the initial plan was to purchase up to
75 million shares for up to ISK 500 million. Due to uncer-
tainties relating to the effect of COVID-19 on the Compa-
ny’'s operations, the Company ended the share repur-
chase plan on 25 March 2020 after acquiring 7.5 million
shares for ISK 46.2 million. The Company’s Annual Gen-
eral Meeting resolved to decrease the Company’s share
capital by the shares the Company had purchased in the
years 2019 and 2020, a total of 41,317,000 shares.

*According to the Company share registry, Brimgardar
ehf. owned 12.5% share in the Company at year end. At
30 December 2020 the Company published an an-
nouncement at Nasdaq Iceland on that Brimgardar ehf.
had forward contracts on acquisition of additional 7.8%

of shares in the Company. Taking these contracts into
account, its total share in the Company was 20.3% at
year end.

Company Portfolio

At year end 2020 the Company’s investment properties
amounted to ISK 98,404 million, development proper-
ties ISK 659 million and assets for own use ISK 3,789
million. Properties owned by the Company number 110
with a total of 312,000 sgm. of rental space in just over
600 units, and a total number of tenants is over 400.
The Company's principal properties are Smaratorg 1 and
3 (Turninn) in Képavogur; Sudurlandsbraut 8 and 10;
Myrargata 2-16; Borgartun 21, 21a and 26; Alfheimar 74
(Nyi Glaesibeer); Glerartorg in Akureyri, Sktuvogur 14-16,
Austurstresti 5, 6, 7 and 17 and Posthusstrasti 2. The larg-
est share of the Company’s real estate portfolio is office
space, which is 46% of the portfolio’s worth. Commer-
cial premises are 24% of the portfolio, warehouses 13%
of the portfolio, hotels 9%, health related operations 5%
and bars and restaurants 3%.

The Company acquired Skeifan 9, which is next to Skei-
fan 7, another property owned by the Company. Both
properties are within the same plot according to a re-
cent framework land-use plan by the City of Reykjavik
for the Skeifan area. With this acquisition, the Company
has the opportunity to start a detailed land-use plan for
the premises and subsequently develop it. The Compa-
ny has hopes for options relating to the use of this plot
in the near future. The Company classifies Skeifan 9 as a
development property. The Company sold one property
during the year, Jarnhals 2.

Merger of subsidiaries

The Company merged EF1 with Eik fasteignafélag dur-
ing the year. Furthermore, LF2, a subsidiary of Land-
festar, merged with another subsidiary of Landfestar,
LF1, during the year. The mergers had formal legal effect
as of 1 January 2020.

Sustainable society

Eik fasteignafélag has resolved to utilise its influence to
contribute to a sustainable society where both people
and businesses can grow and flourish. Sustainable soci-
ety means that natural resources are utilised in a re-
sponsible manner and that our operations and actions
will not diminish living standards of future generations.

The Company has now for the third time issued its ESG
Report which accompanies the 2020 financial state-
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ments. The ESG Report is prepared in accordance with
Nasdaqg's ESG guidelines from 2019 and contains infor-
mation on the status and development of criteria relat-
ing to the Group's performance with regards to the envi-
ronment, social factors and governance.

Corporate governance and non-financial information

The Company's Board of Directors and management
have set the objective to have good corporate govern-
ance always as a guiding light. The Company’s corpo-
rate governance is in accordance with the Act no.
2/1995 on limited liability companies, the Company’s
Articles of Association and Board's procedures. The
Company emphasises maintaining good managements
practices and the Company’s corporate governance is
based on Guidelines on Corporate Governance issued
by the Iceland Chamber of Commerce, NASDAQ OMX
Iceland and the Confederation of Icelandic Employers in
2015. Gender ratio in the Company's Board of Directors
is 60% male and 40% female and thus the Company
fulfils provisions in the Act on limited liability companies
regarding gender ratios on boards of limited liability

Reykjavik, 2 March 2021

companies. Gender ratio in the Company’s executive
management is 75% male and 25% female. Ratio of the
Company’'s employees is 46% male and 54% female. At
the Company’s annual general meeting on 12 December
2018 a nomination committee was established which
nominates candidates for the Company’s Board of Di-
rectors.

The Company publishes in its financial statements a
chapter on non-financial information in addition to that
ESG Report, prepared in accordance with Guidelines
from Nasdag from the year 2019, accompanies the
2020 financial statements. The statement includes crite-
ria regarding the Group's performance with relation to
environmental issues, social factors and corporate gov-
ernance.

Further information on the Board of Directors and state-
ment of corporate governance along with non-financial
information is accessible at the Company’'s website,
www.eik.is, and as appendices to the financial state-
ments, “Statement on Corporate Governance” and “Non

Board of Directors

Eyjolfur Arni Rafnsson
Chairman

Gudrun Bergsteinsdottir

Arna Hardardottir

Bjarni Kristjan porvardarson

CEO

Hersir Sigurgeirsson

Gardar Hannes Fridjonsson
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Independent Auditors’ Report

To the Board of Directors and Shareholders of Eik fasteignafélag hf.

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of Eik fasteignafélag hf. ("the Group"), which comprise the consolidated
statement of financial position as at December 31, 2020, the consolidated statements of profit or loss and other comprehensive

income, changes in equity and cash flows for the year then ended, and notes, comprising significant accounting policies and other
explanatory information.

In our opinion, the accompanying consolidated financial statements give a true and fair view of the consolidated financial position of
the Group as at December 31, 2020, and of its consolidated financial performance and its consolidated cash flows for the year then
ended in accordance with International Financial Reporting Standards (IFRSs) as adopted by the European Union and additional
disclosure requirements for listed companies in Iceland.

Our opinion is consistent with the additional report submitted to the Audit Committee and the Board of Directors.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under those standards
are further described in the Auditor's Responsibilities for the Audit of the Financial Statements section of our report. We are
independent of the Company in accordance with the ethical requirements that are relevant to our audit of financial statements in
Iceland and we have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the audit

evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

We declare, to the best of our knowledge and belief, that we have not provided any prohibited non-audit services, as referred to in
Article 5(1) of the Regulation (EU) 537/2014 and that we remained independent in conducting the audit.

We were first appointed as auditors by the Annual General Meeting in 2004. We have been re-appointed be resolutions passed by

the annual general meeting uninterrupted since then.

Key Audit Matter

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the consolidated
financial statements of the current period. These matters were addressed in the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters.

Key audit matter

Valuation of investment properties
Reference is made to notes 13 and 30 e "Investment properties”

Book value of investment properties is ISK 98,404 million and are
92.8% of the Group's total assets at 31 December 2020.

The Group's investment properties are estimated at fair value at
the reporting date by the Company's management. In valuing the
properties management assesses future cash flow which the
Company can expect from leases. Basis of this valuation are pre-
sumptions on estimated utilisation ratio of the properties in the
future, market rent at the end of lease periods of current leases
and their operating costs. Furthermore, management estimate of
development of several factors in the future is taken into ac-
count, such as interest rates in capital markets.

Valuation of investment properties is a key audit matter in our
audit of the Group's financial statements since investment prop-
erties are such a high percentage of its total assets and due to
uncertainty regarding development of several factors on which
the management valuation on cash flow due to the properties is
based.

How the matter was addressed in the audit

We, as well as our valuation specialists, assessed calculation
models and assumptions applied by management in determ-
ining fair value of the investment properties. Our audit work
included, among other things:

- We verified functionality of the Company's calculation
model by calculating fair value of a selected sample through
our own valuation model.

- We inspected and assessed the reasonableness and assu-
mptions of the calculations, such as lease payments accord-
ing to contracts, market rent at the end of leases, mainta-
inance and property taxes.

« We assessed whether presumptions applied in determining
present value of future cash flow of the properties were appr-
opriate by comparing them to information on financing terms
of business premises and other market presumptions.

- We assessed the notes to the financial statements to confir-
m that disclosure requirements were fulfilled.

Consolidated financial statement 2020
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Other information in the Annual Report

The Board of Directors and CEO are responsible for the
other information. The other information comprises the
information included in the Annual Report of the Group,
but does not include the consolidated financial statem-
ents and our auditor’s report thereon. Our opinion on
the consolidated financial statements does not cover
other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the consolidated financ-
ial statements, our responsibility is to read the other info-
rmation and, in doing so, consider whether the other
information is materially inconsistent with the consol-
idated financial statements or our knowledge obtained
in the audit or otherwise appears to be materially missta-
ted. If, based on the work we have performed, we conc-
lude that there is a material misstatement of this other
information, we are required to report that fact. We have
nothing to report in this regard.

Responsibilities of the Board of Directors and CEO for
the Consolidated Financial Statements

The Board of Directors and CEO are responsible for the
preparation and fair presentation of the consolidated
financial statements in accordance with IFRSs as adop-
ted by the European Union Union and additional disclo-
sure requirements for listed companies in Iceland, and
for such internal control as they determine is necessary
to enable the preparation of consolidated financial stat-
ements that are free from material misstatement, whet-
her due to fraud or error.

In preparing the consolidated financial statements, the
Board of Directors and CEO are responsible for assess-
ing the Group’s ability to continue as a going concern,
disclosing, as applicable, matters related to going conc-
ern and using the going concern basis of accounting
unless they either intend to liquidate the Group or to
cease operations, or has no realistic alternative but to do
S0.

The Board of Directors and CEO are responsible for
overseeing the Group’s financial reporting process.

Auditor's Responsibilities for the Audit of the Consol-
idated Financial Statements

Our objectives are to obtain reasonable assurance about
whether the consolidated financial statements as a
whole are free from material misstatement, whether due
to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit

Eik fasteignafélag hf.

conducted in accordance with ISAs will always detect a
material misstatement when it exists. Misstatements can
arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of
users taken on the basis of these consolidated financial
statements.

As part of an audit in accordance with ISAs, we exercise
professional judgement and maintain professional skep-
ticism throughout the audit. We also:

e |dentify and assess the risks of material misstatement
of the consolidated financial statements, whether due
to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence
that is sufficient and appropriate to provide a basis for
our opinion. The risk of not detecting a material miss-
tatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or
the override of internal control.

Obtain an understanding of internal control relevant to
the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness
of the Group's internal control.

Evaluate the appropriateness of accounting policies
used and the reasonableness of accounting estimates
and related disclosures made by management.

Conclude on the appropriateness of management's
use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a
material uncertainty exists related to events or condit-
jons that may cast significant doubt on the Group’s
ability to continue as a going concern. If we conclude
that a material uncertainty exists, we are required to
draw attention in our auditor’s report to the related
disclosures in the consolidated financial statements
or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evid-
ence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the
Group to cease to continue as a going concern.

Evaluate the overall presentation, structure and cont-
ent of the consolidated financial statements, including
the disclosures, and whether the consolidated financ-
ial statements represent the underlying transactions
and events in a manner that achieves fair presen-
tation.

e Obtain sufficient appropriate audit evidence regarding
the financial information of the entities or business
activities within the Group to express an opinion on the
consolidated financial statements. We are responsible
for the direction, supervision and performance of the
group audit. We remain solely responsible for our
audit opinion.

We communicate with the Board of Directors and audit
committee regarding, among other matters, the planned
scope and timing of the audit and significant audit find-
ings, including any significant deficiencies in internal
control that we identify during our audit.

We also provide The Board of Directors and audit
committee with a statement that we have complied with
relevant ethical requirements regarding independence,
and to communicate with them all relationships and
other matters that may reasonably be thought to bear
on our independence, and where applicable, related
safeguards.

From the matters communicated with The Board of Dire-
ctors and audit committee, we determine those matters
that were of most significance in the audit of the consol-

idated financial statements of the current period and are
therefore the key audit matters. We describe these
matters in our auditor’s report unless law or regulation
precludes public disclosure about the matter or when,
in extremely rare circumstances, we determine that a
matter should not be communicated in our report beca-
use the adverse consequences of doing so would reas-
onably be expected to outweigh the public interest
benefits of such communication.

Report on Other Legal and Regulatory Requirements

Pursuant to the legal requirement under Article 104,
Paragraph 2 of the Icelandic Financial Statements Act
No. 3/2006, we confirm that, to the best of our knowle-
dge, the report of the Board of Directors and CEO acco-
mpanying the consolidated financial statements includ-
es the information required by the Financial Statement
Act if not disclosed elsewhere in the consolidated fina-
ncial statements.

The engagement partner on the audit resulting in this
independent auditor’s report is Audur Porisdottir.

Reykjavik, 2 March 2021
KPMG ehf.

Audur Porisdottir
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Consolidated Income Statement and other

Comprehensive Income Consolidated Statement of Financial Position

Notes 2020 2019 Notes 2020 2019
Assets
LEASE INCOME .ot 6 7.562 7.393
Other operating INCOME ......o.ooioooeeeee e 6 783 1.264 INLANGIDIE BSSELS ..., 12 351 433
8.345 8.656 INVESTMENT PIrOPREITIES ..o 13 98.404 95.918
Assets in developmMEeNnt ... 14 659 0
OPEratiNg EXPENSES ... 7 2.885) ( 3.064) ASSELS FOr OWN USE ... 15 3.789 4.068
Impairment of receivables ... ( 421) ( 31) Non-current receivables ... 17 83 46
Non-current assets 103.286 100.465
EBITDA 5.038 5.562
Trade and other receivables ... 17 842 292
Gain (loss) on sale of iINvestMeNnt ProPerties ..........cocoeioeoeeeeeeeeeeeeeeeeeeeeee 152 ( 3) Cash and cash eqUIVAIENTS ..o 1.922 1.837
Changes in value of investment Properties ... 13 594 2170 Current assets 2764 2129
Depreciation and iMPairmENT ..o 16 ( 304) ( 165)
Totalassets 106.050 102.594
Operating profit 5.480 7.564
Equity
FINANCE INCOMIE ..o 36 84
FINANCE COST ..o, ( 4.439) ( 3.932) SNAIE CADITAL ..o 3.415 3.423
Netfinancial expense 10 (4403 (3849 SNAIE PIEIMIUM oo 12.648 12.687
STALULONY TESEIVE ..o 866 866
REVAIUALION TESEIVE ... 0 153
Profitbefore income tax 1076 3.716 RESHICTEA @UILY ... ooooooeeee oo 6.016 5.182
INCOMIE TAX .o m21 ( 230) ( 748) RELAINEA CAIMINGS ..o 10.255 10.242
Totalequity 18 33.200 32552
Profit for the year 846 2.968
Liabilities
Other profit
Operating items recorded in equity Interest-bearing debt ... 20 60.500 58.364
Revaluation of real €STate ... 13,15 ( 190) 0 Lease Habilities ..........covooeeeeeeeeeeeeee e, 21 2.287 2.039
Income tax of revaluation of real €State ..o 37 0 INncome tax Hability ... 22 7.445 7.252
Other profit total ( 153) 0 Non-current liabilities 70.232 67.655
Total profit for the year 693 2.968 INEEreSt-DEANNG AEDL ... oiiiiooi e 20 1501 1.416
Trade and other PaYables ..o 23 1116 969
Earnings per share: Current liabilities 2.617 2.386
Basic earnings and diluted earnings per share ..., 19 0,25 0,86
Totalliabilities 72.850 70.041
Total equity and liabilities 106.050 102.594
The notes on pages 13 to 43 are an integral part of these consolidated financial statements. The notes on pages 13 to 43 are an integral part of these consolidated financial statements.
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Consolidated Statement of Changes in Equity Consolidated Statement of Cash Flows

Share Share Statutory Revaluation Restricted Retained Total Notes 2020 2019
capital  premium  reserve reserve equity earnings equity Cash flows from operating activities
Profit for the period ... 5.480 7.564
Year 2019 Operating items which do not affect cash flow:
(Gain) loss on sale of investment Properties ... ( 152) 3
Equity 112019 3.456 12.950 866 153 3.700 9.772 30.898 Valuation changes of investment properties _________________________________________ 13 ( 594) ( 2’]70)
Total profit for the year ................... 2968 2968 DEPIEGIALION oo oo oo 16 304 165
Transferred to restricted equity ........... 1.482 ( 1.482) 0 5038 5560
Dividend paid ISK 0,294 per share ... ( 1016) ( 1.016) Change in 0perating @SSEtS ... ( 209) 63
Repurchase of own shares ... ( 34) ( 264) ( 298) Chanae in operating liabilities 7 18
Equity 31122019 ... 3.423 12.687 866 153 5.182 10.242 32552 g P GHEDIILES covssrvvvrsssmsrss s
4.836 5.644
Interest iINComMe reCeiVved ... 10 36 84
Year 2020 INterest eXPenses PaIA ... ( 3.014) ( 2.624)
Net cash from operating activities 1.858 3.104
Equity 11.2020 ..o 3.423 12.687 866 153 5.182 10.242 32552 Cash flows used in investment activities
Total profit for the year ... ( 153) 846 693 Investment in investment Properties ... 13 ( 2.573) ( 1.558)
Transferred to restricted equity ........... 834 ( 834) 0 SOl INVESTMENT ASSELS .o 0 60
Repurchase of own shares .................. ( 8) ( 39) ( 46) INVESTMENT IN @SSELS TOr OWN USE v, 1B 106) ( 326)
Equity 3112.2020 wooooooovvienis 3.415 12.648 866 O 6.016 10.255 _ 83.200 Sold @sSets fOr OWN USE ..o 5 0
Changes in bond holdiNgs ... 7 ( 47) ( 18)
Other recievables, Change ... 0 ( 50)
Net cash used in investing activities ( 2.722) ( 1.897)
Cash flows (to) fromfinancing activities
New long-term debtS ... 20 21181 18.861
Repayments and final payments of long-term loans ..., 20 ( 20.260) ( 18.451)
DIVIAENA DI ..o 0 ( 1.016)
Purchase of treasury Shares ... ( 46) ( 298)
Short-term loans, ChaNge ... 75 ( 319)
Net cash (to) from financing activities 950 ( 1.223)
Increase (decrease)in cash and cash equivalents 86  ( 10)
Cash and cash equivalents atbeginning of year 1.837 1.847
Cash and cash equivalents atend of year 1.922 1.837
Investing and financing without credit:
The sale price of investment properties ... 390 0
Other short-term receivables ... ( 390) 0
The notes on pages 13 to 43 are an integral part of these consolidated financial statements. The notes on pages 13 to 43 are an integral part of these consolidated financial statements.
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Notes

1. General Information

Eik fasteignafélag hf., "the Company", is domiciled in Iceland. The Company's headquarters are at Soltun 26 in
Reykjavik. The consolidated financial statements of the Company for the year 2020 comprise the financial
statements of the Company and its subsidiaries, together referred to as the "Group". The Group's operations are
ownership, rental and operations of business premises and ownership of hotel operations. The consolidated
financial statements of the Company are accessible at www.eik.is.

. Basis of preparation
. Statement of compliance

The consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRSs) as adopted by the EU and additional Icelandic disclosure requirements for consolidated
financial statements of listed companies. Changes in international financial reporting standards and their
interpretations for annual periods beginning after 1 January 2020 did not have significant effect on the
Company’s financial statements. The financial statements were approved by the Company's Board of Directors
on 2 March 2021. The same accounting policies have been applied in preparing these financial statements as in
the previous year.

. Basis of measurement

The consolidated financial statements have been prepared on the historical cost basis, except investment
properties which are measured at fair value, and assets for own use which are measured at revalued cost.
Methods in measuring fair value are discussed in notes 3, 13 and 26. Note 30 contains information on the
Group's main accounting policies and changes to them during the year.

. Presentation and functional currency

The consolidated financial statements of the Group are presented in Icelandic krona (ISK), which is the Parent's
and subsidiaries' functional currency. All amounts are presented in ISK million unless otherwise stated.

. Use of estimates and judgements

The preparation of consolidated financial statements in accordance with IFRSs requires management to make
judgements, estimates and assumptions that affect the application of accounting policies and the reported
amounts of assets, liabilities, income and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Changes to accounting estimates are
recognised in the periods when the changes are made and in subsequent periods if the changes also affect
those periods.

Information about management estimates and judgements in applying accouting policies that have the most
significant effect on the financial statements is included in note 3 on fair value and note 13 on valuation of
investment properties.

1 3 Eik fasteignafélag hf.
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Determination of fair value

The Company has established a process for determining fair value. This means that management is responsible
for all the important decisions regarding fair value, including decisions related to assessment strategies covered
in level 3 of the fair value measurement. In determining fair value the Group utilises market information as far as
possible, but if such information is not available it is based on management estimates.

Management regularly reviews important assumptions in the evaluation of assets and liabilities that are based on
data which cannot be obtained in the market. If information from third parties, such as prices from brokers or
pricing services, are used in determining fair value, management uses the information to support the
conclusion that the assessment is in accordance with International Financial Reporting Standards (IFRSs),
including the level that such an evaluation would fall under.

Fair value is classified according to the standards in a hierachy system based on the assumtions used in the
measurement according to following definitions:

Level 1: quoted prices (unchanged) in active markets for identical assets and liabilities.

Level 2: other assumptions than quoted prices according to level 1 which can be identified for the asset or
liability, either directly (prices) or indirectly (derived from prices).

Level 3: assumptions used in determining asset or liability are not based on available market data (unobservable
data).

If the assumptions used in determining fair value of assets and liabilities are classified at different levels in the
classification, the total fair value is classified at the same level as the lowest important assumtions in the
measurement.

If there is a change in classification of fair value during the reporting period the transfer between stages is at the
end of that period.

Nénari upplysingar um forsendur sem notadar eru vid akvordun gangvirdis er ad finna i eftirfarandi skyringum:
Skyring 12 um oefnislegar eignir, skyring 13 um fjarfestingareignir og skyring 30 um helstu reikningsskilaadferdir.

Effect of COVID-19 on the financial statements

Economic effects of COVID-19 on the Company’s operations were extensive. The Company met its tenants with
operating difficulties relating to drop in income by various means depending on how extensive the difficulties
were. Decrease in operating profit before changes in value, depreciation and financial items can mostly be
explained by the effect of the pandemic on the Company’s operations.

The effect of COVID-19 on the Company’s operations can mainly be seen in increase in depreciation of
receivables, increase in balance of receivables, real decrease in value of investment properties and negative
results of Hoétel 1919. The Company has selected to make credit entries for issued rental invoices but
compensate by recognising impairment of receivables. Further information on receivables is in note 17.

The operation of Hotels 1919 was poor in the year after a good start, but there was a significant drop in income
from April to the end of the year, with the hotel business being the branch the most impacted by the pandemic.
Changes in value of investment properties amounted to ISK 594 million in the year, which is areal decrease of
2.9%. This real decrease is mostly due to expectations of lower income due to the pandemic for up to three
years but varies depending on the category of real estate. Further information on valuation of investment
properties is in note 13.
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5. Segmentreporting

Segment reporting contains information on individual parts of the Company's operations. The Company's
operations are divided into two segments which sell goods and services in different markets.

Investment Offset
Segments 2020 properties Hotel entries Total
LEASE INCOME ..o 7.851 0 ( 290) 7.562
OpPeratiNng INCOMIE ..o 622 162 0 783
Operating eXPENSES ... ( 2.664) 510) 290 2.885)
Impairment of receivables ... ( 416) 6) 0 421)
EBIT DA e 5.393 354) 0] 5.038
Gain (loss) on sale of investment properties ................ 152 0 0 152
Change in value of investment properties ... 594 0 0 594
DEPRIECIAtION ....vi oo ( 280) 24) 0 304)
Net finanCce EXPENSES ....oovov oo ( 4.378) 26) 0 4.403)
Profit (loss) before income tax ....oovveeveeeceeeeeeee 1.481 404) 0 1.076
INCOMIE TAX oo ( 31) 81 0 230)
Profit (loss) forthe year ... 1.170 323) 0 846
AsSets 31.12.2020 ..o 105.242 204 604 106.050
Liabilities 31.12.2020 ....ocoovooeeeeeeeeeeeeeeeeeeeee 72.808 646 ( 604) 72.850
Investments of the year ... 2.678 2 0 2.680
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Segments 2019

Lease income .................
Operating income .........

Operating expenses ......

Impairment of receivables ...,

EBITDA ...

Loss on sale of investment properties ...........................

Change in value of investment properties ................

Depreciation ..................
Net finance expenses ..

Profit (loss) before income tax .......ococoeeeveeeceeeee,

IncometaxX ......cccccevenn
Profit (loss) for the year

Assets 31.12.2019 ...........
Liabilities 31.12.2019 .......
Investments of the year

Investment Offset
properties Hotel entries Total
7.675 0 ( 282) 7.393
602 662 0 1.264
2.533) 813) 282 ( 3.064)
37) 0 0 ( 37)
5.713 157) 0 5.562
3) 0 0 ( 3)
2170 0 0 2170
150) 15) 0 ( 165)
3.847) 0) 0 ( 3.848)
3.883 166) 0 3.716
782) 33 0 ( 748)
3.101 133) 0 2.968
102.1M 253 230 102.594
70.053 218 ( 230) 70.041
1.659 225 0 1.884
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6. Operatingincome

Operating income is specified as follows: 2020 2019
LEASE INCOMIE .ttt 7.562 7.393
Operating income of commMon ProPEIties ........ooii oo 518 510
Income from hotel OPEIatiONS .. ...o.oie oo 162 662
OtNEIMINCOME .o 103 92
Total OpPEerating INCOME ..o 8.345 8.656

The Group has entered into lease agreements which are valid for a period from a few months up to almost 29
years. Almost all of the agreements are connected to price changes by connecting them to consumer price
index for indexation. The group has 12 lease agreements connected to turnover either in full or in part, and the
ratio of lease income from such agreements was just over 2% of the Company's total lease income. Income
weighted average rental period is 6,6 years (2019: 6,0 years). Some of the lease agreements can be terminated
before the end of the lease period.

Following is an analysis of future lease income of current lease agreements without taking into account
revaluation clauses regarding lease payments and termination provisions.

LeasSe INCOME 2020 ...t - 7.268
LeaSE INCOME 2027 ...t 7.609 6.371
LeaSE INCOME 2022 ... 6.400 5.434
Lease INCOME 2023 ... . i 5.377 4.348
LeasSe INCOME 2024 ... i 4.895 3.844
LeasSe INCOME 2025 ... 4.674 -
Lease income mMore than fiVe YEAIS ........ooi oo 25.042 21139
LeaSE INCOMIE TOTAl ..o 53.998 48.404

17 Eik fasteignafélag hf.

1. Operating expenses

Operating expenses are specified as follows: 2020 2019
PTOREITY TAX .ot 1.315 1.251
INSUMBNCE ...ttt 78 65
Maintenance of INVeStMENTt PrOPEITIES ......c.ovoiioioeeeeee e 45 59
Operating expenses of ProPErties ... 608 583
Other operating expenses of investment Properties ... 7 161
Operating expenses of NOtel ... 221 531
Office and administrative eXPENSES ... 446 416
Total OPErating EXPENSES .......o.oe e 2.885 3.064

Operating expenses are specified as follows between leased assets and assets not generating lease income in
the year:

LEASEA ASSELS ..o, 2139 2.049
Assets not generating lease income inthe year ... 79 68

2.218 2117
Operating expenses of Ot ... e 221 531
Office and administrative XPENSES ... 446 416
Total OPErating EXPENSES ... 2.885 3.064

Hotel 1919 ehf., which is operated as a part of Radisson Hotel Group, received governmental support amounting
to ISK 60.2 million which decreases the hotel's operational costs. Information on events after the reporting date
and Hotel 1919 ehf. is in note 29.
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8. Salaries and salaryrelated expenses 10. Finance income and finance expenses

Salaries and salary related expenses are specified as follows: 2020 2019 Finance income and finance expenses are specified as follows: 2020 2019
SAIAMES .o 539 609 INEEIEST INCOMIE .ot 36 84
Contributions to PeNSION FUNS ... 69 77
Other salary-related eXPENSES ... 33 58 INEEIEST EXPENSES ..o ( 2.406) ( 2.495)
Other staff related eXPeNnSEs ... 14 20 INAEXATION e ( 1.844) ( 1.438)
Total salaries and salary-related eXPENSES .........c.ovovoveveeeeeeeeeeeeeeeeeeeeee 655 764 PrepayMENt CRAIGE ... ( 189) 0
Total fINANCE EXPENSES ... oo e ( 4.439) ( 3.932)
MBN-YEAIS .o 40 64
Positions at the end Of the YEaT ... 34 64 Total finance income and fiNnaNCe EXPENSES .......c.ovoiii oo ( 4.403) ( 3.848)
Salaries and salary-related expenses are allocated to operating items as follows: 1. Income tax
Expensed income tax
Operating expenses of iINVeStMENt ProPErties ..o 183 7 Effective income tax is specified as follows: 2020 2019
Operating expenses Of NOTEI ... 179 299
Office and adminiStrative EXPENSES ...........ooiiiiiioiiieeeee e 293 293 Profit before income tax ... .. 1076 3716
Total salaries and salary-related EXPENSES ... 655 764 e e
Income tax according to the current tax ratio .............. 20,0% 215 20,0% 743
9. Fees to auditors Non-deductible COSES ... 2,1% 22 0,4% 14
Fees to auditors of the Company are specified as follows: 2020 2019 Provision for tax asSet ........covoveeoooeeeeeeeeeeeee (11%) ( 12) -01% ( 2)
Otherchanges ... 0,5% 5 -0,2% ( 7)
Audit of financial statements and review of interim financial statements ................... 14 16 Effective INCOME taX ......ccoovovoieeeeeeeeeeeeee 21,4% 230 20,1% 748
OTNEI SEIVICES ..o 3 3
TOtal fEES 10 AUAITOIS ...oivieieieeeeeee e 17 18
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13. Investment properties

12. Intangible assets Total

Intangible assets are specified as follows: Trade intangible
Goodwill agreement assets

Cost
Balance 1.1.2079 ..o 351 220 571
Balance 31122079 ..o 351 220 571
Additions during the year ... 0 0 0
Balance 31.12.2020 ... 351 220 571
Amortisation and impairment losses
Total amortisation 1.1.2079 ..o 0 76 76
AMOTtISAtioN 2079 ... 0 29 29
IMPAITMNENT 2079 .o e 0 34 34
Total amortisation 31122019 ........ooooiiiieeeeeeeeee e 0 138 138
Amortisation during the year ... 0 29 29
Impairment during the year ... 0 54 0
Total amortisation 3112.2079 .......ooooviioeeeeeeeeeeeeeeeeeeeeee e 0 220 167
Book value
AT TT2009 e 351 144 495
AL B12.2000 e 351 82 433
AL B112.2020 oo 351 ( 0) 404

Impairment test on the Company’s trade agreement with Radisson Hotel Group resulted in the value of the
agreement being ISK O and thus it was fully written down.

Goodwill is not amortisised but is evaluated at least annually taking impairment into account or more often if
there is indication of impairment. In performing impairment test fair value less cost to disposal was evaluated.

Key assumptions which supported the impairment test were among others the following:
« Weighted rate of return 6.4%

« Growth 0.5%

« Equity ratio 30%

The cash flow model used is comparable and with the same presumptions as were used in valuating the
Company's investment properties (notes 13 and 30). The impairment test did not indicate any impairment.

The following changes of presumptions would have lead to impairment at year end 2020:
« Increase in WACC of 0.25%

« Decrease in interests of 0.5% down to 0%

- Decrease in market rent by 5%
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2020 2019
Book value at the beginning of the year ... 95.918 90.302
Lease assets, effect of implementation of IFRS16 ..o 0 2.039
Revaluation Of (€8S @SSEIS ........c.cooiiiiooeeeeeeeee e 227 0
Investment in current investment Properties ..o 1.803 1.097
Investment in New iNVestmMent Properties ... 133 458
Sold iNvestMeNt ProPEITIES ... ( 238) ( 60)
Value adjUSTMENT ..o 594 2170
Recognised in assets for OWN USE ... 0 ( 214)
Recognised from assets for OWN USE ..o ( 32) 126
Book value at end of PErIOA .. ... 98.404 95.918
Segmentation of investment properties
REAIESTALE ..o 95.677 93.418
Building rights and PlOtS ..o 461 461
LEASE ASSETS ...t 2.265 2.039
TOtal INVESTMENT ASSEES ....viiiieieeeee e 98.404 95.918
2020 Commercial Office Industrial Hotel and Wellness
buildings buildings and storage restaurant and other Total
Book value at 11 ................ 23.088 43.410 12.212 10.521 4.647 93.878
Investment for the year ... 895 677 105 127 131 1.936
Sold during the year ......... ( 238) ( 238)
Moved from assets for own use ... ( 32) ( 32)
Reclassification ................. 107 ( 247) ( 7) ( 65) 204 0
Value adjustment for thea year ....... ( 228) 970 668 ( 1.025) 210 594
Book value at 3112 ............ 23.862 44784 12.741 9.559 5.192 96.137
Proportion ..o 24,8% 46,6% 13,3% 9,9% 5,4% 100,0%

Following is information on main presumptions and changes which have occured.

The Group' investment properties are valued by management of the Company at fair value at the reporting date
in accordance with the International Accounting Standard IAS 40.

In measuring the assets, management has estimated discounted future cash flow that the Company can expect
from current lease agreements and lease agreements the Company expects to enter into at the end of lease
period of current lease agreements. The measurement is in accordance with level 3 in the fair value hierarchy,
see futher note 3, and there were no changes in classification during the year. The measurement is based on
presumptions on expected utilisation ratio of the properties in the future, market rent at the end of lease periods
of current agrements and operating costs of these properties. The approach and conclusions, which are usedin
measuring both amounts and timing of future cash flow, are revaluated on a regular basis in order to come
closer to actual fair value of the assets. Management estimates of development of several other factors in the
future are also taken into account, such as changes in lease and capital markets.
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Management had transactions of business premises in the 2020 looked at and the result was that evaluation of
the Company's investment properties was comparable to those market transactions.

Effect of COVID-19

The effect of COVID-19 on the value of investment properties varies depending on the category of real estate.
The Company expects lower income in its valuation for up to three years in real estate where the tenants have
encountered a significant drop in income. The effect is largest on hotel properties and bars and restaurants, but
less on other categories. It is expected that effect on valuation of investment properties due to lower
expectations of income will decrease along with the pandemic being managed globally.

Interests

Presumptions on interests applied in calculating the Company's weighted average cost of capital have been
revalued from the previous vyear's estimate in accordance with changes to general credit terms, but
management expectations on market interest of individual assets are relied upon.

Rate of return on equity and equity ratio

Rate of return on equity is derived from the CAPM model (Capital Asset Pricing Model). Changes were made to
presumptions of rate of return on equity for reduction. The Company's WACC is between 5,5% - 7,3% (2019:
5,7% - 7,4%) depending on assets. Tax shield is not taken into account in calculating WACC. Equity ratio is
expected to be 30%.

Utilisation of lease units

Rental value ratio of the Group was 92.0% at the end of year 2020 (2019: 94.9%). Rental value ratio is the ratio of
leased properties which are in a leasable condition relative to lease payments but not relative to square metres.
Presumptions on rental value ratio of individual assets are between 25% to 100% by assets and future estimate is
95% (2019: 95%).

Market rent

In estimating future cash flow market rent needs to be evaluated at the time when current lease agreements
expire. The market rent is based on management estimate of development of rental price in the future.
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Estimated lease income is based on current lease agreements and management estimate of development of
rental price in the future.

2020 Commercial Office Industrial Hotel and Wellness
buildings buildings and storage restaurant and other Total

Estimated lease income pr. m?

pr. month (ISK) ........... 800-6.412  692-4.384 550-2.377 1567-4.978 1176-3.285
Estimated weighted average rent

pr. m? pr. month (ISK) 2.012 2.446 1.674 3.687 2.425 2.293
WACC 6,0-6,6%  55%7,3% 6,3-7,3% 5,7-6,9% 6,0-6,6% 6,3%
2019 Commercial Office Industrial Hotel and Wellness

buildings buildings and storage restaurant and other Total

Estimated lease income pr. m?

pr. month (ISK) ......... 918-6.140  670-4.240 532-2149 1.516-5.259 1.11-3.177
Estimated weighted average rent

pr. m? pr. month (ISK) 2101 2434 1.597 3.921 2.313 2.294
WACC 6,1%-6,7% 5,7%-7,4% 6,1%-7,4% 5,7%-6,7% 6,1%-6,7% 6,4%

Sensitivity analysis

Effects of changes in fair value of investment propertie 2020 2019

Increase Decrease Increase Decrease
Increase (decrease) of lease income by 1% .........c......... 1.341 ( 1.347) 1.265 ( 1.265)
Increase (decrease) of rental value ratio by 1%-point ... 1390 ( 1.390) 1294 ( 1.294)
Decrease (Increase) of rate of return by 0.5%-points .. 8.855 ( 7.480) 8199 ( 6.944)

Official assessment value and insurance value

Book value of the Group's real estate and plots amounte to ISK 100.316 million (2019: ISK 97.671 million). Official
assessment value of real estate and plots amounted to ISK 85.457 million (2019: ISK 84.249 million). At the same
time fire insurance value of the assets amounted to I1SK 85.929 million (2019: ISK 83.166 million). Insurance
value of additional fire insurance amounted to ISK 16.082 million (2019: ISK 11.744 million)

Pledges and guaranteess

The Group's real estates, whether classified as investment properties, properties under construction og assets
for own use, are pledged as collaterals for the Group's liabilities for the amount of ISK 61.994 million at year end
(2019: ISK 59.749 million). A part of the Group's real estates carry input VAT encumbrance in the amount of ISK
2.623 million at year end (2019: ISK 3.179 million) which lapse over 20 years. The VAT encumbrance does not
become payable unless prerequisites change, if relevant real estate is utilised for operations which are exempt
from VAT or they are sold less the encumbrance. In addition there is an encumbrance for the amount of ISK 222
million for a building right at the Company's plot at Borgartin 21. The encumbrance will lapse at year end 2026
and will not become payable unless construction will commence on the plot.
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14. Development properties Book value

Development properties are specified as follows: 2020 2019 AETI201D oo 3714 44 3.758
AL B112.207T9 oo 3.842 226 4.069

BOOK VAIUE GE 1.1 e 0 0 ATSTIZ2020 i 3.602 186 3.789

Investment in new development Properties ...........o.ocooooeooeeeeeeeeeeeeeee 638 0

LEASE BSSEL ..o 21 0 Book value less revaluation

BOOK VAIUE BE 3112, ..o 659 0 ALTIZ0TD s 3.556 44 3.599
AL ST12.201 oo 3.684 226 3.910

The Company acquired Skeifan 9 during the year and classifies it as development property. The property is next AL B112.2020 .o 3.603 186 3.789

to Skeifan 7, another property owned by the Company. Both properties are within the same plot according to a

recent framework land-use plan by the City of Reykjavik for the Skeifan area. With this acquisition, the Company The Group's assets for own use are revaluated at fair value at the reporting date. The revaluation is based on the

has the opportunity to start a detailed land-use plan for the premises and subsequently develop it. The Company same methods as valuation of the Company's investment assets (note 13).The results of an impairment test

has hopes for options relating to the use of this plot in the near future. have shown a difference in the book value and fair value and thus a previously recognised revaluation is

reversed and also an impairment loss of the book value of the assets is recognised.

15. Assets for own use
16. Depreciation

Assets for own use are specified as follows: Vehicles

Real estate and other Total Depreciation and impairment losses is specified as follows: 2020 2019
Cost
BAIANCE AL 112019 ..o 3.916 19 4.035 INEANGIDIE BESELS ..o 82 62
Recognised from investment Properties ... 214 0 214 O I8 e e e 3 3
Recognised in iNVEStMENt PrOPEItiEs - oo ( 129) 0 { 129) H OT e e 205 88
AGIIONS 2019 ..o 43 283 326 VERICIES BNG DTN o 15 12
BAIANCE B 31122019 ..o 4.044 402 4.446 Total depreciation and iMPaIMENt I0SSES ... 304 165
Revaluation during the Year ... ( 158) 0 ( 158)
Additions during the year ... 57 49 106
Soldduringthe year ... 0 ( 5) ( 5)
Balance at 31.12.2020 ... 3.943 445 4.389
Depreciation
Depreciation at 12019 ... i 202 75 278
Depreciation 2019 ... e 0 100 100
Total depreciation at 3112.2019 ... 202 175 378
Depreciation during the Year ... 31 84 15
Impairment during the Year ... 107 0 107
Total depreciation at 31.12.2020 ... 341 259 600
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17.

18.

Trade receivables and other receivables

Trade receivables and other receivables are specified as follows: 2020 2019
LONG-term reCeivabIes ... 83 46
Trade receivables due to 1€aSEe ... 169 77
Trade receivables due to deferred lease payments 142 0
Trade receivables due to other Operations .............cccccovovoooiioeeeeeeeeeeeeeee 107 119
Total trade receivables ... 418 196
Short-term receivable due to sold investment asset 390 50
Other short-term receivables ... 34 47
Other short-term receivables total ... 424 96
Total trade receivables and other short-term receivables ... 842 292
Impairment of trade receivables is specified as follows at year end:

Depreciation reserve at beginning of the year ... 50 37
Depreciated bad debt during the year, change ... ( 39) ( 32)
Expensed during the Year ... 391 44
Depreciation reserve at Year €Nd ... 402 50

The Company's long-term receivables for the amount of ISK 31 million are for lease payments due. Where lease
payments due are changed to long-term receivables the Company has in general received additional insurance
in addition to the receivable becoming interest bearing and in instalment process. Balance at year end takes into
account precautionary recording of ISK 20 million. Charge for the year amounts to ISK 391 million, whereof ISK
429 million is a precautionary entry and ISK 38 million a reverse charge. The Company has worked on solutions
with its tenants who have encountered significant drop in income, which have mainly been related to deferral of
part of lease payments.

Equity

Share capital

The Company's total share capital according to its Articles of Association amount to ISK 3.423.863.435. The
Company holds treasury shares in the nominal value of ISK 8.800.000 at the end of the period which is
recognised as decrease in share capital. Outstanding shares at year end are 3.415.063.435 and are all paid up.
One vote is attached to each ISK 1 share in the Company.
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At the beginning of the year the Company held treasury shares of ISK 42.617.000 at nominal value. On 10 March
2020, the Company announced that the Board of Directors had approved a share buy-back programme, based
on an authorisation granted to the Board of Directors at a shareholders' meeting on 12 December 2018, in
accordance with the Public Limited Companies Act, No. 2/1995, and an appendix to the Regulation on Inside
Information and Market Abuse, No. 630/2005. Kvika hf. has been engaged to implement the programme. On 25
March 2020 the Company announced that the board of directors had decided to terminate the share buy-back
programme that commenced on 12 March 2020. During the first quarter, the Company purchased treasury
shares with a nominal value of ISK 7,500,000 for a total of ISK 46,230,000. At the Company's annual general
meeting held on 10 June 2020, the Board's proposal to reduce share capital by ISK 41,317,000 nominal value was
approved.

Share premium
Share premium represents excess of payments above nominal value that shareholders have paid for shares sold
by the Company.

Reserves

A statutory reserve is established by the Company in accordance with Act No. 2/1995 on limited liability
companies, which stipulates that at least 10% of the Company's profit, not utilised to adjust previous years'
losses or for other reserves in accordance with law, shall be allocated to the statutory reserve until the reserve
amounts to 10% of the Company's share capital. When that benchmark has been reached the contribution to the
reserve shall be at least 5% until its value has reached 25% of the Company's share capital. The statutory reserve
can be used to offset loss which cannot be offset with entries from other reserves. When the statutory reserve
amounts to more than 25% of the share capital, the excess amount can be utilised to increase share capital or,
or if provisions in Article 53 of the Act no. 2/1995 on limited liability companies are met, for other needs.

Revaluation reserves

Revaluation of assets for own use is recognised in revaluation reserve. The revaluation is liquidated equal to its
annual depreciation in the statement of comprehensive income. Liquidation of revaluation is recognised among
retained earnings.

Restricted minority interest reserve

According to the Financial Statements Act no. 3/2006 companies are required to recognise share in profit or
loss of subsidiaries, which is recognised in the income statement and is in excess of dividend received or
dividend which has been decided to distribute, to restricted minority interest reserve among equity.

Retained earnings

Retained earnings consist of the Group's retained profit and accumulated deficit from the establishment of the
parent company, with valuation canges of investment properties taking into account income tax effects, less
dividend payments and transfers to and from other equity items.

Capital management
The Company's Board of Directors has established an equity ratio of 30%. It is the Board's policy to ensure a
strong equity position and support stable future operating development. The Board aims to keep balance
between rate of return of equity and optimisation and security which is achieved with strong equity ratio. The
Company's equity ratio was 31,3% at year end (2019: 31,7%). Return on equity was positive by 2,2% in the year
2020 (2019: 9,6%).
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19.

20.

Dividend

The Company's Board of Directors' policy is to annually pay dividend or repurchase share for the amount
corresponding to 35% of net cash provided by operations. In accordance with the dividend policy, the Board
proposes dividend of ISK 650 million will be paid to shareholders.

Basic and diluted earnings per share

Basic earnings per share is calculated by dividing the profit to average number of active shares during the year
and shows the earnings per each share of ISK 1. Diluted earnings per share is the same as basic earnings per
share since no share options have been granted by the Company nor has it sold convertible bonds.

2020 2019
Profit fOr the YEAI ... ..o 846 2.968
Issued ordinary shares at 1.0 3.423 3.456
Effect of repurchase of OWN Share. ... ( 6) ( 19)
Weighted-average number of ordinary shares at 3112, 3.417 3.437
EarNiNgS POF SNAIE ... oo 0,25 0,86

Interest bearing liabilities

This note includes information about the contractual provisions of the Group's interest bearing liabilities.
Reference is made to note 24 for information on the Group's foreign exchange and interest rate risk.

2020 2019
Interest bearing liabilities TJanuary ... 59.780 58.148
NEW DOMTOWINGS ..o e 21.181 18.861
Repayments and settlements of long-term liabilities ... ( 20.260) ( 18.457)
INAEXATION ..o 1.285 1174
Capitalised borrowing cost, ChaNge ... 39 27
Other long-term liabilities, change ... ( 24) 21
Interest bearing liabilities 31 DeCemMDEr ... 62.001 59.780
Long-term liabilities
Listed bonds and bank 08NS .........ccooiooooeeeeeeeeeeeeeeeeeeeeeeeeeeee 60.493 58.333
Other long-term labilities ... 7 31
60.500 58.364
Short-term liabilities
Current maturities of Habilities ..., 1.501 1.416
1.501 1.416
Total interest bearing llabilities ... 62.001 59.780
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Table containing terms and repayment period of interest bearing liabilities

Weighted average Final

interest rates maturity 2020 2019
Loan in ISK, indeXed ..........cooooiiiieieeceeeeeeeee 2,75% 2025 5.275 6.744
Bondissue LF 14 1in ISK, indexed ............c.c.ccccoovovevennn 3,90% 0 12.426
Bondissue EIK151in ISK, indexed .........cccccccovovveeinn, 3,30% 2045 3.322 3.290
Bond issue EIK 100346 in ISK, indexed ...........cccccoceennn. 3,60% 2046 5.687 5.623
Bond issue EIK 161047 in ISK, indexed .............cccccoco.o.... 3,50% 2047 20.534 20.262
Bond issue EIK 050749 in ISK, indexed ..............ccccoco.... 3,08% 2049 6.003 1.509
Bond issue EIK 050726 in ISK, indexed .............cccccooo... 2,71% 2026 6.639 6.047
Bond issue EIK 141233 in ISK, indexed ............cccccovevnn 2,33% 2033 6.467 0
Loan in ISK, non-indexed .............ccccocooooeooccceee 2,9%  2024-2029 8.067 3.847
Other non-indexed long-term liabilities ..................... 0,10%  2022-2029 7 31
Total long-term liabilities, incl. current maturities ........ 62.001 59.780
CUIMENt MATUITIES oo ( 1.501) ( 1.416)
TOAl o 60.500 58.364
Repayment of long-term liabilities is specified as follows over the next years: 2020 2019
Repayments iN 2020 ... - 1.416
ReP@YMENTS 1N 2027 ... 1.501 1.401
RepaymMeENts iN 2022 ... 1.514 1.451
RePaymMENts iN 2023 .. e 1.561 1.501
RepayMeENtS IN 2024 ......oooeeeeeeeeee e 2.049 8.074
Repayments iN 2025 ... e 1.722
SUbSEqUENT FEPAYMENTS ..o 43.654 45.937
TOTAL e 62.001 59.780

At the end of 2020 the Company fulfilled all covenants relating financial strength and cash flow obligations
which it has undertaken in terms of loans and bonds.

The Company refinanced significant part of its debt during the year and obtained new bank loans along with
increasing issued bond classes and issuing a new one. Landfestar, a subsidiary of Eik fasteignafélags, repaid the
bond class LF 14 1 during the year. Concurrently a new bond class was issued, EIK 141233, along with obtaining
new bank loans. Bonds were sold for the nominal amount of ISK 6,500 million in this class. EIK 050726 was
increased three times during the year and the total value of the class amounted to the nominal value of ISK
5,880 million at year end. EIK 050749 was increased once and the class amounts to the nominal value of 6,500
million at year end. The funds were used mostly as instalments on bank loans.

The Company has unused credit facility amounting to ISK 1,560 million at year end. Part of that financing is
unused credit line amounting to ISK 800 million which will expire in late part of the year 2021. The Company has
initiated negotiations with the bank regarding an extension.
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21. Lease liability

Lease assets

Balance at beginning of Period ... ...
Change due to revaluation ...,
Purchased and SOIA @SSEES .......cvoviiiiieieceeeeee e
Balance at end of PEIIOA .. ...

Lease liabilities

Balance at beginning of PEriOd ..........o.o oo
Change due to revaluation ...
Purchased and SOIA @SSEES .......ovovivieieeeeeeeeeeeeeeeee e
Balance at end Of PEITOA .......ov oo e

Amounts in statement of comprehensive income
Interest expenses of lease l1abilities .. ..o
Total amounts in statement of comprehensive income ...

Amountsin statement of cash flow

INterest eXPeNSESs PAIA ...
Total amounts in statement of cash flOW ...,
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31.12.2020 31.12.2019
2.039 1.931
247 98
1 9
2.287 2.039
2.039 1.931
247 98
1 9
2.287 2.039
95 90
95 90
95 90
95 90

22. Income tax liability

The Company's income tax liability is specified as follows: 2020 2019
Income tax liability @t TJANUAIY .....ooooeeee e e 7.252 6.504
Income tax liability in statement of comprehensive income ... 230 748
Income tax due to Changes iIN EQUILY ... ( 37) 0
Income tax liability at 31 December ... . 7.445 7.252

Income tax liability is specified as follows:

REAI ESTALE ..o 8.123 7.928
Tax 0SS Carry-fOrWard ... ( 616) ( 715)
ProVision fOr tAX @SS .....o.iviiiooeeoeeee e 12 28
O LIS oo, ( 73) 12
Tax liability @t Year €N ..o 7.445 7.253

Tax loss carry-forward, which is not utilisable against profit within 10 years since it developed, will terminate. Tax
loss carry-forward at year end is utilisable as follows:

Taxable loss due to 2010, utilisable until year end 2020 ............c.c.ccccoooooiiieiee 49
Taxable loss due to 2011, utilisable until year end 2021 ..., 39 153
Taxable loss due to 2012, utilisable until year end 2022 ... 31 204
Taxable loss due to 2013, utilisable until year end 2023 ..o 179 179
Taxable loss due to 2014, utilisable until year end 2024 ... 13 114
Taxable loss due to 2015, utilisable until year end 2025 ... 240 263
Taxable loss due to 2016, utilisable until year end 2026 ...........ccccoooiiiiooieeeee 535 594
Taxable loss due to 2017, utilisable until year end 2027 ..., 486 482
Taxable loss due to 2018, utilisable until year end 2028 ... 935 1.015
Taxable loss due to 2019, utilisable until year end 2029 ..o 525 525
Taxable loss due to 2020, utilisable until year end 2030 ... 0

3.082 3.577

Income tax asset is recognised to the extent that it is considered likely that future protig can be utilised against
the asset. Income tax asset is evaluated at each reporting date. Income tax asset for the amount of ISK 12 million
(2019: ISK 28 million) due to tax loss carry-forward is not recoginsed among assets due to uncertainties of its
utilisation.
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24.

Trade payables and other short-term payables

Trade payables and other short-term payables are specified as follows at year end: 2020 2019
Trade Payables ... 208 210
ACCIUE INTEIEST ..., 452 404
Other short-term liabilities ..........oco oo 456 355
Total trade payables and other short-term payables ... 1116 969

Financial risk management

The Group's financial instruments are exposed to several risks og those will be described below along with
methods applied by the Group in evaluating and managing the risk. The Company's Board of Directors is
responsible for implementing and monitoring the Group's risk management. Risk management is meant to
analyse or detect risk factors, set benchmarks relating to risks and monitor it.

Utleigu- og métadiladhatta

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial instrument fails to
meet its contractual obligations and guarantees are not sufficient for the outstanding receivable. Credit risk
arises principally from financial position and operations of the Group’s customers. The Company analyses
financial position of new customers for creditworthiness prior to entering into business, in addition to
requesting 3-6 months' guarantees. If a customer does not meet contractual obligations the agreement is
generally terminated 45 days after due date. Follow up on collections is effective and decisions made on how to
react to them.

The Group's maximum exposure to credit risk of financial assets is their book value which at year-end was as
follows:

2020 2019

Cash and cash €QUIVAIENTS ..o 1.922 1.837

Trade r€CEIVADIES ... 276 196

Other short-term receivables ..o, 34 47

Total MaxXimUM EXPOSUIE ... e 2.232 2.080
The aging of trade receivables and impairment at year-end was as follows:

2020 2019

Gross  Impairment Gross Impairment

NoOt Past AU ... 2 0 4 0

Past due O -30 days ..o 244 34 143 3

Past due 31-60 days .......cccoovoviiieeeeeeeeeeeeeee 92 36 33 4

Past due 61-90 days ... 85 54 17 4

Past due more than 90 days ..o, 397 278 50 38

820 402 247 49
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Overdue receivables due to entities within tourism and bars and restaurants amount to ISK 567 million but they
have been depreciated by ISK 351 million. Of these receivables there are ISK 380 million due to deferred lease
payments, but they have been depreciated by ISK 239 million.

Lausafjarahatta

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall due. The
Group observes development of its liquidity by analysing due dates of financial assets and financial liabilities
with the aim to ensure that it will always have sufficient liquidity to meet its liabilities. The Company had
undrawn credit facilities of ISK 1.560 million at year end. A part of that amount is unused credit line amounting to
ISK 800 million which will expire in late part of the year 2021, but the Company has initiated negotiations with
the bank regarding its extension. The Company owns unpledged investment properties valued at ISK 6,350
million. Also the Company sold Jarnhals 2 for ISK 390 million right before the end of the year but the amount is
unsettled.

Contractual instalments of liabilities, including expected interest payments, are specified as follows:

Book Contractual Less than More than
2020 value cash flows lyear 1-2years 2-5years Syears
Interest bearing loans ... 62.001 86.261 3.431 3.427 20.719 58.683
Trade receivables and other
short-term receivables 116 116 1116
63.118 87.377 4.547 3.427 20.719 58.683
Book Contractual Less than More than
2019 value cash flows 1year 1-2years 2-5years Syears
Interest bearing loans ...... 59.780 89.036 3.543 3.543 17.012 64.938
Trade receivables and other
short-term receivables 969 969 969
60.750 90.005 4.513 3.543 17.012 64.938
Interest rate risk

Interest rate risk is the risk of changes in fair value or cash flow from financial assets and financial liabilities due
to changes in market interest rates. The Group's interest bearing financial instruments are specified as follows
at year end:

2020 2019
Financial instruments with fixed interest rates
Interest bearing l08NS ... ( 48.954) ( 50.504)
Net financial instruments with fixed INtErest rates .......oovoeoveeoee e, ( 48.954) ( 50.504)
Financial instruments with floating interest rates
Cash and cash €QUIVAIENTS ..o e 1.922 1.837
Interest bearing loans ( 13.047) ( 9.276)
Net financial instruments with floating interest rates ... ( 11.125) ( 7.440)
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Sensitivity analysis of the cash flow of financial instruments with floating interest rates

A change of 100 basis points in interest rates at the reporting date would have increased (decreased) the profit
before income tax by ISK 111 (111) million (2019: ISK 44 million). This analysis assumes that all other variables
remain constant. The analysis is performed on the same basis as for the year 2019.

Financial instruments with fixed interest rates

The Group's financial instruments with fixed interest rates are not recognised at fair value through statement of
comprehensive income. If there is a change in interest rate at reporting date it has no effect on the Group's
financial performance.

Inflation risk

Inflation risk is the risk of the Company's results fluctuating due to changes in consumer price index. Interest
bearing liabilities in the amount of ISK 53.927 million. (2019: ISK 55.902 million) re indexed to the consumer
price index. A change in inflation of one percentage point at year end 2020 would have decreased the
Company's profit before income tax in the amount of ISK 539 million (2019: ISK 559 million). The analysis is
based on all other variables remaining constant.

Operation risk

Operational risk is a risk related to other factors than those discussed above, general factors which apply to
operation of real estate companies. Operational risk is the risk of direct or indirect loss arising from a wide
variety of factors in the Group's operations, the work of the Group's personnel, technology and organisation, and
from external factors other than the above mentioned, such as changes in laws, increased tax levy as with
property taxes and general attitude towards corporate governance. Operational risks arise from all of the Group’s
operations.

The Company’s objective is to manage operational risk efficiently in order to avoid financial losses and to
protect the Company’s reputation. In order to reduce operational risk, among other things, an appropriate
segregation of duties has been implemented, transactions are controlled as well as compliance with laws,
regular assessment of risk is performed, employees are trained, procedures are organised and documented,
and insurance is purchased when applicable.

Fair value

Comparison of fair value and book value
Fair value and book value of financial assets and financial liabilities is specified as follows:

31December 2020 31December 2019
Book Fair Book Fair
value value value value
Interest bearing loans ... ( 62.001) ( 65.915) ( 59.780) ( 65.394)

Fair value of the Company's listed bonds is calculated in accordance with level 3, see note 3. Fair value of other
financial assets and financial liabilities is the same as their book value.
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217. Related parties

Definition of related parties

The Group has a related party relationship with members of the Board of Directors, management and
shareholders which have significant influence, companies controlled by them, along with their spouses and
fiancially dependent children.

Related parties with significant influence

According to the Company share registry, Brimgardar ehf. owned 12.5% share in the Company at year end. At 30
December 2020 the Company published an announcement at Nasdaq Iceland on that Brimgardar ehf. had
forward contracts on acquisition of additional 7.8% of shares in the Company. Taking these contracts into
account, its total share in the Company was 20.3% at year end.

Transactions with companies controlled by members of the Board of Directors
Transactions with companies controlled by members of the Board of Directors were on the same terms as with
unrelated parties.

2020 2019
PUICRASEA QOOTS ... 0 0

Transactions with management
Salaries and benefits to management for their work for the Group and shares in the Company are specified as
follows:

Success  Contribution Nominal
Year 2020 Salaries and based to pension value of
benefits payments funds shares
Eyjolfur Arni Rafnsson, Chairman of the Board .............. 8,1 11
Gudrun Bergsteinsdottir, Vice chairman of the Board . 5,1 0,6
Arna Hardardottir, Board member ..o 4.4 0,5
Bjarni Kristjan porvardarson, Board member ................. 41 0,6
Hersir Sigurgeirsson, Board member ... 25 0,3 0,5
Agla Elisabet Hendriksdéttir, Board member ................. 2,0 0,3
Gardar Hannes Fridjonsson, CEO ..., 40,5 0,0 55 74
DIrectors, 6 fleS. ..o 121 55 15,1 0,3
Success  Contribution Nominal
Year 2019 Salariesand based to pension value of
benefits payments funds shares
Eyjolfur Arni Rafnsson, Chairman of the Board ............. 8,3 11
Gudrun Bergsteinsdottir, Vice chairman of the Board . 5,8 0,8
Agla Elisabet Hendriksdéttir, Board member ................. 45 0,6
Arna Hardardéttir, Board member ... 43 0,6
Bjarni Kristjan porvardarson, Board member ............. 2,8 0,4
Frosti Bergsson, Board member ... 11 0,1 78,1
Gardar Hannes Fridjonsson, CEO ..., 40,1 3,5 5,7 7.4
DIrectors, 6 fleS. ..o 10,4 4,2 14,7 0,3
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No irregular contracts have been entered into with board members or management.
The share of Gardar Hannes Fridjonsson is through Burdarbita ehf. and Hersir Sigurgeirsson through
Endurreisnarsjodinn ehf.

Subsidiaries
Shareholding in subsidiaries Share Share
2020 2019
BT N e 0,0% 100,0%
Eik rekstrarfelag enf. 100,0% 100,0%
Landfestar €Nf. e 100,0% 100,0%
LT BN e 100,0% 100,0%
S HOtEl 1910 e, 100,0% 0,0%
S LR BN e 0,0% 100,0%
S HOtEl 1919 e, 0,0% 100,0%

All of the subsidiaries are domiciled in Reykjavik.

The Company merged the sibsodoary, EF1, with Eik fasteignafélag during the year. Furthermore, a subsidiary of
Landsfestar ehf., LF2, merged with another subsidiary of Landfestar, LF1, during the year.

Events after the reporting date

In February 2021, Hotel 1919 increased its share capital by 500 million shares. An entity within the Eik
fasteignafélags Group acquired all of the shares and paid for them ISK 500 million. The shares have all been paid
for and the increase ensures the hotel’s ability to continue as a going concern.

The Company announced on 23 February 2021 the repayment of the bond class EIK 15 1. The repayment will take
place on the class’ next payment date, 10 March 2021, and will be fully financed with an unindexed bank loan the
Company has secured.

Significant accounting policies

The accounting policies set out below have been consistently applied to all periods presented in the Company's
financial statements.

In order to increase the information value of the financial statements, the notes are published on the basis of
how appropriate and significant they are for the reader. This entails that information which is considered neither
significant nor appropriate for the user of the financial statements are not published in the notes.
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a. Basis of consolidation
i) Merger of companies

The purchase method is applied at merger when control transfers to the Group. The transaction at merger is
measured at fair value as well as the separable assets and liabilities which are taken over. Goodwill generated is
tested annually for impairment. Profit from favourable purchases is recognised immediately in the statement of
comprehensive income. Transaction costs are expensed as it occurs except when it is related to issue of bonds
or shares.

Conditional supplementary payments are recognised at fair value at the acquisition date. If such supplementary
payment is categories as equity it is not revalued and is settled within equity. In other instances changes in fair
value of conditional supplementary payment is recognised in the statement of comprehensive income.

ii) Subsidiaries

)

~

Subsidiaries are entities controlled by the Group. Control is based on whether the Group has power over the
investment, bears a risk or has the rights to variable returns from its involvement in the investment and has the
ability to affect its returns of the investment. The financial statements of subsidiaries are included in the
consolidated financial statements from the date on which control commences until the date on which control
ceases.

Loss of control

When the Group looses control of a subsidiary the assets and liabilities of the subsidiary are removed from the
consolidated financial statement along with the share of other shareholders of the entity and other items in
equity. All related profi or loss is recognised in the statement of comprehensive income. Remaining share is
measured at fair value at the date control was lost.

Transactions eliminated on consolidation

Intra-group balances and transactions, and any unrealised income and expenses arising from intra-group
transactions, are eliminated in preparing the consolidated financial statements. Unrealised loss is eliminated by
the same method as unrealised profit, but only to the extent that there is no indication of impairment of the
asset.

. Foreign currencies transactions

Transactions in foreign currencies are recognised in the functional currency of individual group entities at the
exchange rate ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign
currencies are recognised at the exchange rate ruling at the reporting date. Other assets and liabilities
recognised in foreign currencies at fair value are translated at the exchange rate ruling at the date of
determination of fair value.

Exchange differences arising from transactions in foreign currencies are recognised in the statement of
comprehensive income.
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i)

=

iii)

Financial instruments

Financial assets

Loans, receivables and cash and cash equivalent are recognised at the date they incurred. Other financial assets
are initially recognised at the date the Company became party to contractual provisions of the financial
instrument.

Financial assets are deregistered if contractual rights of the Company to cash flow related to the financial assets
expires or if the Company delivers right to cash flow related to the financial asset to another party without
retaining control or almost all of the risk and benefit which the ownership entails.

Financial assets and financial liabilities are offset and net amount recognised in statement of financial position
when and ony when the Company has legal right to offset and intentions are to settle with offseting financial
assets and financial instruments or redeem the asset og settle the liability at the same time.

Financial assets at amortised cost

Financial assets are recognised at amortised cost are financial assets with fixed or determinable payments that
are not quoted in an active market. Such assets are initially measured at fair value plus all related transaction
costs. Subsequent to initial recognition loans and receivables are measured at amortised cost using the
effective interest method, less any impairment losses

Financial assets at amortised cost comprise trade receivables and other short-term receivables.

Cash and cash equivalents
Cash and cash equivalents consist of funds and on demand bank deposits and securities available within three
months.

Financial liabilities

Interest bearing liabilities are recognised at the date they were entered into. All other financial liabilities are
initially recognised at the transaction date where the Company became party to contractual provisions of the
financial instrument.

The Company degregisteres financial liability if contractual obligations related to the financial liability finish,
they are relinquished or expire. The Company classifies financial liabilities other than deruvative agreements as
other financial liabilities. Financial liabilities are initially measured at fair value plus all direct transaction costs.
Subsequent to initial recognition they are measured at amortised cost using the effective interest method.

The Company's financial liabilites consist of intereast bearing liabilities, trade payables and other short-term
liabilities.

Share capital
Direct costs attributable to the issue of share capital are recognised as a deduction from equity, net of tax
effects.
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d. Intangible assets
i) Goodwill

Goodwill arises upon the acquisition of subsidiaries. Goodwill is the difference between the cost upon take-over
and the fair value of overtaken assets, liabilities and uncertain liabilities. If negative goodwill arises it is
immediately recognised in the statement of comprehensive income less accumulated impairment.

ii) Other intangible assets

Other intangible assets which are aquired or are written up at aquisition of subsidiaries and have limited useful
life are capitalised at cost less accumulated depreciation and impairment as approriate.

iii) Subsequent cost

~

Subsequent cost is only capitalised if it increases benefit of the asset for which the cost is related to. Other
costs, including due to goodwill and trademarks created within the Group, is recognised in the statement of
comprehensive income when it incurs.

Depreciation of intangible assets

Depreciation of intangible assets is recognised in the statement of comprehensive income on a straight-line
basis over their estimated useful lives. The estimated useful life is specified as follows:

Investment properties

Investment properties are real estates (land and buildings) owned by the Company to create rental income, for
value increase or both. Investment properties are recognised at fair value in accordance with International
Accounting Standard IAS 40, see further note 13. Measurement of investment assets relies upon fair value of
comparable assets in active market in transactions between unrelated informed parties, and discounted future
cash flow of individual assets. The measurement takes into account the sum of expected future rental income
of the properties in addition to cost of operating and maintaining the properties. Estimated future rental income
is mostly based on current lease agreements. Estimated operating costs and maintenance of properties is
subtracted from rental income. Market interest rates are used in discounting. Changes of fair value of
investment properties are recognised under the item changes in value of investment properties in the
statement of comprehensive income. Investment properties are not amortisised.

When asset for own use becomes investment property due to a change in utilisation, the difference created at
transfer of book value and fair value of the property is recognised as revaluation in other profit if there is a profit.
At sale of investment property this profit is recognised among retained earnings. Loss which is created at such
event is recognised immediately in the statement of comprehensive income.

If investment property is used by its owner it is classified as asset for own use and its fair value at
reclassification date will become its cost price in the accounts.

. Properties under development

Property which is under development and is intended to be used as an investment property, is recognised at
cost.
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g. Assets forown use
i) Recording and valuation

iii

=

=

=

Assets for own use are measured at cost less depreciation and impairment losses. Revalued cost is fair value of
the assets at the revaluation date less accumulated depriciations. All increases due to the revaluation are
recognised in revaluation reserve among equity less income tax. Depreciation of the revaluation is recognised
in the statement of comprehensive income and annually an adjustment is recognised which corresponds to the
amount in revaluation reserve and retained earnings. Annual revaluation is performed.

Cost consists of direct cost of the trasaction. Cost of assets for own use which the Company itself builds,
consist of materials and salaries, other costs incurred in making the asset operative and is considered to be part
of cost of the property. Purchased software which is essential in order to use hardware is capitalised as part of
that equipment.

When assets for own use are composed of units with different useful lives the units are separated and
depreciated in line with the useful life.

Profit of sale of assets for own use is the difference between actual sale price and book value of the property
and is recognised in the statement of comprehensive income among operating income.

Interest expenses of loans which are used to finance the cost of properties under construction are capitalised
over the construction period.

Subsequent costs

Cost of renewing certain parts assets for own use are capitalised if it is considered likely that benefit related to
the asset will be received by the Company and the cost can reasonably be measured. All other cost is expensed
in the statement of comprehensive income when it incurs.

Depreciation

Depreciation measured on a straight-line basis over the estimated useful lives of assets for own use. Land is not
depreciated. The estimated useful lives are specified as follows:

Useful life
Properties fOr OWN USE .. ..o 50 years
Other assets fOr OWN USE ..o oo 5-20 years

Depreciation methods, estimated useful life and residual value are revalued at each accounting date.

Impairment

Financial assets

A financial asset, not recognised at fair value, is assessed at each reporting date to determine whether there is
any objective evidence that it is impaired. A financial asset is considered to be impaired if objective evidence
indicates that one or more events have had a negative effect on the estimated future cash flows of that asset.
Impairment of financial assets is recognised in the statement of comprehensive income.
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ii) Other assets

Book value of other assets of the Group is reviewed at each reporting date to determine whether there are
indications of impairment. If there is any such indication the recoverable amount of the asset is estimated.
Goodwill is tested for impairment at least once a year.

The recoverable amount of an asset or a cash generating unit is the higher of their net fair value or value in use.
Value in use is determined by discounting the expected future cash flows at a pre-tax rate that reflects current
market assessments of the time value of money and the risks specific to the asset.

An impairment loss is expensed when the book value of an asset or a cash generating unit is higher than its
recoverable amount. A cash generating unit is the smallest group of assets that generates cash inflows from
continuing use that are largely independent of the cash inflows of other assets or asset groups. Impairment
losses recognised in respect of cash generating units are allocated first to reduce the book value of the
goodwill and then to reduce the book value of the other assets in the cash generating unit on a pro rata basis. An
impairment loss is expensed in the statement of comprehensive income.

An impairment loss in respect of goodwill is not reversed. In respect of other assets, impairment losses
recognised in prior periods are assessed at each reporting date for any indications that the loss has decreased
or no longer exists. An impairment loss is reversed if there has been a change in the estimates used to
determine the recoverable amount. An impairment loss is reversed only to the extent of prior recognision of
impairment taking taxes into account.

. Obilgations

Obligations are recognised in the statement of financial position when the Group has a legal obligation or
entered into obligations due to past events, it is considered probable that they will be settled and they can be
reliably measured. If the effect is significant, the obligation is assessed by discounting estimated future cash
flow with interst before taxes which shows current market assessment of time value of money and, if
appropriate, the risk inherent with the obligation.

j. Lease agreements

The Group recognises a right-of-use asset and a lease liability at the lease commencement date. Right-of-use
assets and lease liabilities are only due to leases of land with third parties. There is now right-of-use asset in the
Group's statement of financial position. Lease liabilities are initially measured at the present value of unpaid
lease payments at the commencement date. If the interest rate implicit in the land lease can be determined it is
used for determining present value of the liability. If it cannot be determined then the incremental borrowing
rate shall be used, which is the method applied by the Group. Variable incremental borrowing rates are used
based on location and category of real estate on each land and a comparable method is applied in determining
incremental borrowing rate as is with valuation of the Company’s investment properties. The interest rates used
for determining present value are determined so that 70% is incremental borrowing rate and 30% is incremental
borrowing rate with yield. This method is used for all of the Group's leases of land.

. Rental income

Rental income of investment properties are recognised in the statement of comprehensive income over the
rental period.
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I. Operating expense of investment properties
Operating expense of investment properties is expensed when it incurs and contains among other property
taxes, insurance, maintenance and impairment of trade receivables.

m. Finance income and finance expenses
Finance income comprises interest income on financial assets and foreign exchange gain on foreign
currencies. Interest income is recognised in the statement of comprehensive income as it accrues based on
effective interests.

Finance expenses comprise interest expense and indexation on borrowings, exchange rate loss on foreign
currencies and other finance expenses. Interest expenses are recognised in the statement of comprehensive
income as it accrues based on effective interests.

Foreign currency gains and losses are reported on a net basis.

n. Income tax
Income tax expense comprises current and deferred income tax. Income tax is recognised in statement of
comprehensive income except to the extent that it relates to operating items recognised directly in equity, in
which case the income tax is recognised in equity.

Current income tax is the expected tax payable next year on the taxable income for the current year, using tax
rates effective at the reporting date, in addition to adjustments made to current tax of previous years.

Deferred income tax is recognised using the balance sheet method, providing for temporary differences
between the book value of assets and liabilities for financial reporting purposes and the amounts used for
taxation purposes. Deferred income tax is not recognised for temporary differences relating to investments in
subsidiaries as long as it is considered that the parent company can control when they are reversed and also it is
likely that they will not reverse in the foreseeable future. The amount of deferred tax is based on the expected
tax rate to be in effect when the temporary difference will be reversed, as per law in effect at the reporting date.

A deferred income tax asset is only recognised to the extent that it is probable that future taxable profits will be
available against the asset. Deferred income tax asset is reviewed at each reporting date and reduced to the
extent that it is no longer probable it will be realised.

o. Earnings per share
The financial statements present basic and diluted earnings per share data for ordinary shares in the Company.
Basic earnings per share is calculated by dividing profit by the weighted average number of ordinary shares
outstanding during the period. Diluted earnings per share is calculated by adjusting the weighted average
number of ordinary shares in respect of shares which might be issued in relation to share purchase agreements
and other financial instruments which are convertible to shares in the Company.

p. Segment reporting
A segment is a distinguishable component of the Group within a certain business environment.

43 Eik fasteignafélag hf. Consolidated financial statement 2020 44



Quarterly Statements, unaudited

Q42020 Q32020 Q22020 Q12020 Total Q42019 Q32019 Q22019 Q12019 Total
LEASE INCOMIE ... 1.922 1.896 1.883 1.861 7.562 LeasSe INCOME ..o 1.886 1.871 1.852 1.784 7.393
Other operating iNCOME ... 170 172 167 274 783 Other operating iNCOME .......coviiiiiieieeeee e 300 360 304 300 1.264
2.092 2.068 2.049 2135 8.345 2185 2.231 2156 2.084 8.656
Operating EXPENSES ..o ( 722)  ( 654) (  730) ( 779) ( 2.885) Operating EXPENSES ..o ( 804) ( 718)  ( 764)  ( 778) ( 3.064)
Impairment of receivables ..o, ( 104) ( 135) 152) | 30) ( 421) Impairment of receivables ... ( 8) ( 5) ( 15) 3) | 31)
EBITDA 1.265 1.279 1168 1.326 5.038 EBITDA 1.374 1508 1.377 1.303 5.562
Gain (loss) on sale of investment properties .................. 153 0 0 ( 1) 152 Loss on sale of investment properties .............c.cccccoo..... ( 3) 0 0 0 ( 3)
Changes in value of investment properties .................. 1.059 350 ( 44) | 77) 594 Changes in value of investment properties ................... 647 196 975 352 2.170
Depreciation and impairment ... ( 34) ( 25) | 134)  ( m 304) Depreciation and impairment ...........cccccooveveeereeieee, ( 72) | 37) ( 28) ( 28) ( 165)
Operating profit 2.443 1.604 990 443 5.480 Operating profit 1.946 1.666 2324 1.626 7.564
FINGNCE INCOME ..o 18 6 6) 18 36 FINaNCe INCOME ... 28 8 19 29 84
FINANCE COST ... ( 1.314) ( 1131 (1 1262 ( 732) ( 4.439) FINANCE COST ..o ( 938) ( 867) ( 1172)  ( 955) ( 3.932)
Netfinancial expense (1296 ( 1125) ( 1268) ( 714)  ( 4.403) Netfinancial expense ( 910) (859 ( 1153) ( 927) ( 3.848)
Profitbefore income tax 1145 480 ( 278) ( 271) 1.076
INCOME TAX ..o ( 243) ( 96) 73 36  (  230) Profitbefore income tax 1.038 808 1171 699 3.716
INCOME T8X ..o ( 212) | 162) ( 234)  ( 140) ( 748)
Profit for the year 902 384 ( 205) ( 235) 846
Profit for the year 825 646 937 560 2.968
Other profit
Operating items recorded in equity Other profit
Revaluation of real estate ... 0 0 190) 0 ( 190) Operating items recorded in equity
Income tax of revaluation of real estate ....................... 0 0 37 0 37 Revaluation of real estate ..o 0 0 0 0 0
Other profit total 0 0 ( 153) 0 ( 153) Income tax of revaluation of real estate ... 0 0 0 0 0
Other profit total 0 0 0 0 0
Total profit for the year 902 384 357) ( 235) 693
Total profit for the year 825 646 937 560 2.968
Earnings per share:
Basic earnings and diluted earnings per share .............. 0,26 on (0,06) (0,07) 0,25 Earnings per share:
Basic earnings and diluted earnings per share .............. 0,24 0,19 0,27 0,16 0,86

45 Eik fasteignafélag hf. Consolidated financial statement 2020 46



